AGENDA C-3
SEPTEMBER 1991

MEMORANDUM

TO: Council, AP and SSC Members

FROM: Clarence G. Pautzke
Executive Director

DATE: September 19, 1991

SUBJECT:  Sablefish Management

ACTION REQUIRED
a. Receive report of technical committee on implementation plan.

b. Final approval of IFQ preferred alternative for Secretarial review.

BACKGROUND

At the Council’s August meeting in Juneau, a preferred alternative for sablefish IFQ management
was fashioned from the list of proposed alternatives under Council consideration. This preferred
alternative is included in your notebook as Item C-3(a). This alternative IFQ system has been aired
to the industry via newspapers, industry publications, and the Council newsletter. The Council has
noticed the public that this preferred alternative would likely be very similar for the proposed halibut
IFQ program. Final action is scheduled for this meeting for both sablefish and halibut IFQ
management. If approved, staff will begin preparation of an Addendum Analysis which would
dovetail the sablefish and halibut preferred alternatives. This document, along with the implementing
regulatory language, would be submitted to the Secretary as soon as practicable after the September
meeting. The sablefish IFQ alternative is compared with the halibut alternatives in the next tab, as

item C-4(a)(2).

Included in the Council’s action in August was the establishment of a technical workgroup to develop
the detailed implementation plan and regulatory language necessary to put an IFQ system in place
if approved. This workgroup held an initial meeting on September 9 -10 at the Alaska Fisheries
Science Center in Seattle. The primary focus of the workgroup at this meeting was on the
interactions of the proposed sablefish and halibut IFQ programs. A report from this workgroup will
be available to the Council at this meeting. Details of the issues which arose during the workgroup’s
meeting will also be discussed in an open meeting to public and industry on Monday evening,
September 23. Time and place will be announced at the Council meeting on Monday.
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Also included in the Council’s August action was to establish an industry workgroup to work in
cooperation with the technical workgroup in finalizing the details of IFQ implementation. Formation
of this industry workgroup will be discussed during this Council meeting; it is hoped that the details
of this group can be finalized at this time so that they could meet in conjunction with the technical
workgroup on October 16-17 in Seattle.

For reference purposes, item C-3(b), an initial implementation outline presented by NMFS in June,
is also included in your notebooks for this meeting.
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AGENDA C-3(a)
SEPTEMBER 1991

PREFERRED ALTERNATIVE:
SABLEFISH LONGLINE MANAGEMENT PLAN
As Adopted by the North Pacific Fishery Management Council
August 14, 1991

Sec. 1. DEFINITIONS. Definitions for terms used herein shall be the same as those contained in
the Magnuson Fishery Conservation and Management Act, except as follows:

Sec. 2.

Sablefish

@

(b)

©

(d)

®

(8)

(h)

“Person” means any individual who is a citizen of the United States or any
corporation, partnership, association, or other entity (whether or not organize or
existing under the laws of any state) which meets the requirements set forth in 46
CFR Part 67.03, as applicable. This definition is subject to other restrictions and
conditions as set forth in Sec.(2)(c).

An '"individual" shall be defined as a natural person who is not a corporation,
partnership, association, or other entity.

"Quota share" means a percentage of the fixed gear Total Allowable Catch (TAC) for
each management area which is based on historical, qualifying landings.

"Individual fishery quota" (IFQ) means the annual poundage of fish derived by
applying the quota share percentage to the annual fixed gear TAC for each
management area.

“Fixed gear" means hook and line gear (which includes longlines, jigging, handlines
etc.) and pot gear.

"Catcher boat" or "catcher vessel” means any vessel which delivers catch or landing in
an unfrozen state.

"Freezer longliner” means any vessel engaged in fishing in the fixed gear fishery which
utilizes freezer capacity and delivers some or all of its groundfish product in a frozen
state.

Bona fide fixed gear crew member. Any individual that has acquired fishing time at
sea, time being equal to port to port, that is equal to 15 months from any commercial
fishing activity for species managed by the North Pacific Fishery Management Council,
International Pacific Halibut Commission, or State of Alaska, and including salmon,
herring and crab, with at least 5 months longline fishing will be considered a bona fide
fixed gear crew member.

FIXED GEAR QUOTA SHARE (QS) AND INDIVIDUAL FISHERY QUOTA (IFQ)
SYSTEM FOR SABLEFISH.

(a)

AREA. Quota shares and Individual Fishery Quotas (IFQs) shall be made available
for each of the management areas identified for the Bering Sea and the Gulf of
Alaska.
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Sablefish

(b)
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INITIAL QUOTA SHARE ASSIGNMENT. Quota Shares and Individual Fisheries
Quotas shall be assigned to qualified persons on the following basis:

M

@

€)

4)

Initial assignments of Quota Shares shall be made to;

(i) a qualified person who is a vessel owner who meets the requirements in
this section; or

(i) a qualified person who meets the requirements of this section engaged in
a lease or other "bare-boat charter” arrangement in order to participate
in the fishery. (For instances identified under this section, the qualified
person shall receive full credit for deliveries made while conducting the
fishery under such a lease or arrangement.)

Initial quota share assignments will be made only to persons who meet all other
requirements of this section and who have landed sablefish in either 1988, 1989,
or 1990.

Initial assignments of quota shares shall be assigned to qualified persons based
on recorded landings, as documented through fish tickets or other
documentation [for fixed gear landings], for the period 1985 through 1990. For
each management area, each person will select five (5) years out of six (6) on
which to base that person’s quota share.

The sum of the catch in each person’s five (5) selected years for each area shall
be divided by the total qualifying poundage of all sablefish harvested for the
qualifying period in those selected areas. The resultant percentage shall be that
person’s quota share for that area.

VESSEL CATEGORIES. Quota shares and IFQs shall be assigned by vessel
category as follows:

M

@

€)

All landings made during the qualifying period by freezer longliners shall be
calculated for one category of quota shares.

Any person owning freezer longliner quota shares may sell or lease those quota
shares to any other qualified person.

Fish caught with freezer longliner IFQs may be delivered frozen or unfrozen.
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4)

All landings made during the qualifying period by catcher boats shall be
calculated for a separate category of quota shares. There shall be two
categories for catcher boats:

(i) vessels less than 60 feet in length overall.

(ii) vessels 60 feet and over in length overall.

(iii) those owners of record, which have bought or sold vessels and to the
extent that the vessels operations were in the 60 foot and less one year
and the next vessel owned was in the 60 plus category or the freezer
longliner category, the ownership of record would be able to count all
quota caught as if it where harvested by the last vessel owned.

(iv) if a quota share recipient owned or leased two or more vessels
simultaneously during the qualifying period which landed sablefish, then
their allocations will be for each of those vessel classes.

(5) Following initial allocation [for catcher boats]:

©)

™

C)

Sablefish

(i) Inorder to purchase catcher boat quota share: must be an individual who
is a U.S. citizen and either own a fixed gear vessel or be a bona-fide fixed
gear crewman.

(i) In order to use catcher boat IFQs: own the QS, be a U.S. citizen, either
own the vessel (upon which the IFQs will be used) or be a bona fide crew
member, be aboard the vessel during fishing operations, and sign the fish
ticket upon landing. Those persons who received initial allocations will
be allowed to purchase additional QS/ITQs and must own the vessel upon
which the QS are utilized or be a bona fide crew member who is aboard
the vessel during fishing operations, and sign the fish ticket upon landing.
In the event of sale or transfer of the QS the new owner must comply
with 2(c)(5)(iii).

(iii) If any person which receives an initial allocation sells or transfers control
of the original assignment of QS/IFQs the new owner must comply with
Section 2(c)(5). '

(iv) The Secretary may, by regulation, designate exceptions to sections (i) and
(ii) to be employed in case of personal injury or extreme personal
emergency which allow the transfer of catcher boat QS/IFQs for limited
periods of time.

Any person owning catcher boat quota shares may sell those quota shares only
to an individual who is qualified under (C)(5). Catcher boat quota shares may
not be leased. (i.e., annual IFQs cannot be sold)

Fish caught with catcher boat quota shares may not be frozen aboard the vessel
utilizing those quota shares.

Quota shares or IFQs arising from those quota shares for either vessel category

or any management area may not be transferred to the other vessel category or
any other management area.
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Sablefish

(d)

(¢)

®

(2)

LIMITATIONS ON OWNERSHIP AND USE OF QUOTA SHARES.
Each qualified person [or individual]:

(1) May own, hold or otherwise control,individually or collectively, but may not
exceed, one percent (1%) of the combined total for the Gulf of Alaska/Bering
Sea Aleutian Islands except that east of 140 degrees west in the Gulf of Alaska
(East Yakutat/S.E. Outside) holdings shall not exceed 1% for that management
area.

(2) Any person who receives an initial assignment of quota shares in excess of the
limits set forth in paragraph (d)(1) shall:

(i) be prohibited from purchasing, leasing, holding or otherwise controlling
additional quota shares until that person’s quota share falls below the
limits set forth in (d)(1) above, at which time each such person shall be
subject to the limitations of paragraph (d)(1) above; and

(ii) be prohibited from selling, trading, leasing or otherwise transferring any
interest, in whole or in part, of an initial assignment of quota share to any
other person in excess of the limitations set forth in (d)(1) above.

(3) For IFQ accounting purposes, sale of catcher vessel caught sablefish to other
than a legally registered buyer is illegal. Frozen product can only be offloaded
at sites which NMFS can monitor.

INDIVIDUAL FISHERIES QUOTAS. Individual fisheries quotas are determined
for each calendar year for each person by applying that person’s quota share
percentage to the annual Total Allowable Catch for each management area. Persons
must control IFQs for the amount to be caught before a trip begins.

VESSEL AND GEAR RESTRICTIONS.

(1) No more than one percent (1%) of the combined Gulf of Alaska/Bering Sea
Aleutian Island quota may be taken on any one vessel, and no more than 1%
of the Southeast Outside/East Yakutat quota may be landed by the same vessel
except where persons received initial allocation greater than 1%, that quota may
continue to be taken on the same vessel.

(2) Quota shares and IFQs arising from those quota shares may not be applied to
trawl-caught sablefish from any management area or to sablefish harvested
utilizing pots in the Gulf of Alaska.

ADMINISTRATION. All sales, transfers, or leases of quota shares or IFQ arising
from those quota shares must occur in a manner approved by the Secretary. All
quota share and IFQ assignments and transfers will be administered by NMFS based
on regulations established by the Secretary. The Secretary, in promulgating such
regulations, shall hold at least one public hearing in each state represented on the
Council and in at least one community in each of the management areas governed by
the Council.
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Sec. 3.

Sec. 4.

(h) DURATION. IFQ harvest privileges are good for an indefinite period of time,
except that these privileges may be subject to periodic change, including revocation,
in accordance with regulations promulgated by the Secretary.

)] DISCARD OF SABLEFISH. Discard of sablefish is prohibited by persons holding
QS and those fishing under the community development quota programs.

COMMUNITY DEVELOPMENT QUOTAS (CDQs). No more than 20% of the annual
fixed gear Total Allowable Catch for each management area in the Bering Sea/Aleutian
Islands (BSAI) area shall be made available in that management area for a western Alaska
sablefish community quota program. The purpose of the program is to provide the
opportunity for disadvantaged western Alaska communities to enter the BSAI area sablefish
fishery and thereby assist in the development of a self-sustaining fisheries economy. The
program is also intended to complement and work in conjunction with the western Alaska
community quota program adopted by the Council for BSAI pollock.

The western Alaska sablefish community quota program shall be implemented through the
draft regulations attached. In implementing this program, community development plans
shall provide a harvesting preference for residents of the community over any harvesting
arrangements with persons who reside outside of the community. Attached are guidelines
under which the CDQ program will be implemented.

AD HOC WORKING GROUPS. Two ad hoc working groups shall be established. One by
the Council composed of representatives from longline vessel owners, crew members and
processors, who would likely be affected by the Council’s action on TFQs. The second group
will be established by the Alaska Regional Director, NMFS, composed of administration, data
management, enforcement, and legal professionals. The groups will develop a detailed
implementation plan covering all aspects of carrying out the Council’s preferred alternative
for a longline (fixed gear) IFQ management program (for sablefish and halibut). All states
represented on the Council shall be given an opportunity to provide technical input to the

groups.

: The Council is seeking public comment on ways to generate funding ron the IFQ program

Sablefish

that would defray the costs of implementation and enforcement. This could be through a fee
on the transfer of IFQs or through some other mechanism and likely would require a change
in the Magnuson Act.
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Sec. 1.

Sec. 2.

Sec. 3.

Sablefish

GUIDELINES FOR IMPLEMENTING THE WESTERN ALASKA
COMMUNITY SABLEFISH QUOTA

PURPOSE AND SCOPE

In order to provide fishermen who reside in western Alaskan communities a fair and
reasonable opportunity to participate in the Bering Sea/Aleutian Islands sablefish fishery, to
expand their participation in salmon, herring, and other nearshore fisheries, and to help
alleviate the growing social economic crisis within these communities, the western Alaska
sablefish community quota is established. Residents of western Alaska communities are
predominantly Alaska Natives who have traditionally depended upon the marine resources
of the Bering Sea for their economic and cultural well-being. The western Alaska sablefish
community quota is a joint program of the Secretary and the Governor of the State of Alaska.
Through the creation and implementation of community development plans, western Alaska
communities will be able to diversify their local economies, provide community residents with
new opportunities to obtain stable, long-term employment, and participate in the Bering
Sea/Aleutian Islands sablefish fishery which has been foreclosed to them because of the high
capital investment needed to enter the fishery.

WESTERN ALASKA SABLEFISH COMMUNITY QUOTA

(a)  The NMFS Regional Director shall hold 20 percent of the annual Total Allowable
Catch of sablefish for each management area in the Bering Sea/Aleutian Islands Area
for the western Alaska sablefish community quota. These amounts shall be released
to eligible Alaska communities who submit a plan, approved by the Governor of
Alaska, for its wise and appropriate use. Any of the TAC not released by the end of
the third quarter shall be made available for harvest to any individual or vessel
providing the person does not own, hold, or otherwise control unused IFQ for that
fishing year.

(b)  Not more than 12 percent of the total western Alaska sablefish community quota may
be designated for a single community, except that if portions of the total quota are
not designated by the end of the second quarter, communities may apply for any
portion of the remaining quota for the remainder of that year only.

ELIGIBLE WESTERN ALASKA COMMUNITIES

(@) The Governor of Alaska is authorized to recommend to the Secretary that a
community within western Alaska which meets all of the following criteria be a
community eligible for the western Alaska community quota program (hereinafter "the
Program"):

(1) belocated on or proximate to the Bering Sea coast from the Bering Strait to the
westernmost of the Aleutian Islands or a community located on an island within
the Bering Sea, that the Secretary of the Interior has certified pursuant to
section 11(b)(2) or (3) of Pub. L. No. 92-203 as Native villages are defined in
section 3(c) of Pub. L. No. 92-203;
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(b)
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be unlikely to be able to attract and develop economic activity other than
commercial fishing that would provide a substantial source of employment;

its residents have traditionally engaged in and depended upon fishing in the
waters of the Bering Sea coast;

has not previously developed harvesting or processing capability sufficient to
support substantial participation in the commercial groundfish fisheries of the
Bering Sea/Aleutian Islands because of a lack of sufficient funds for investing
in harvesting or processing equipment; and

has developed a community development plan approved by the Governor, after
consultation with the North Pacific Fishery Management Council.

Any number of eligible communities may apply under a single development plan. In
cases where more than one community applies in a joint application, each community
is entitled to its full portion of the quota.

Sec. 4. COMMUNITY DEVELOPMENT PLANS

Sablefish

(2)

Within 60 days of the effective date of these regulations, the Governor shall submit
to the Secretary, after review by. the North Pacific Fishery Management Council,
criteria which the community must, at a minimum, include in a‘community
development plan to be eligible to participate in the program. The criteria shall
include provisions concerning the following:

M
¢
®3)

4)
©®)

(©)

™

amount of quota requested;
length of time community is requesting to receive a share of the quota;

benefits that will accrue to the community from approval of their plan and
release of quota, including how the plan will assist in diversifying the
community’s economy and provide opportunities for training and employment;

how the benefits will be shared within the community;

business plan which will provide adequate information to complete a financial
feasibility assessment;

business arrangements which are entered into between a community and
residents who reside outside of the community, provided that residents of a
community shall receive a preference for a portion of the harvesting quota over
any arrangements for harvesting with persons who reside outside of the
community; and

Within 30 days of receipt of the criteria from the Governor, the Secretary will
approve, disapprove, or return the criteria to the Governor with
recommendations for changes necessary to comply with the provisions of this
Act, or other applicable law.
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Sec. 5. APPROVAL OF PLANS

Sablefish

(a)

(b)

Within 45 days of receipt of an application for a community, the Governor shall
review the community’s eligibility for the program and the community development
plan and forward the application to the North Pacific Fishery Management Council
for its review and recommendations. The application shall be subject to a public
hearing before the Council. If the Council does not review the plan at its next
regularly scheduled meeting, the Governor shall then submit the application to the
Secretary for designation of a portion of the quota. The Governor shall submit the
application to the Secretary within 14 days of Council action or within 14 days of the
date of the adjournment of the Council meeting without any action taken on the
application, unless the application is withdrawn by the applying community.

Within 30 days of the receipt of an application approved by the Governor, the
Secretary will designate a portion of the quota to the community, if the community
development plan satisfies the criteria developed by the Governor and approved by
the Secretary, or return the application to the Governor with his reasons for denial.
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AGENDA C-3(b)
SEPTEMBER 1991

JUNE 17, 1991

NMES REPORT TO THE COUNCIL

INDIVIDUAL FISHING QUOTA (IFQ) PROGRAM IMPLEMENTATION FOR THE
HALIBUT AND SABLEFISH FISHERIES OFF ALASKA

Assuring efficient and effective implementation of a sablefish
and halibut IFQ program with which there is general compliance is
going to be a major task for the Alaska Region.

. It will require substantial investment to set up and
maintain - estimated annual administrative costs are
slightly less than one million dollars.

. It must be carefully planned to be done correctly from
the outset - with a substantial budget and public
confidence at stake, we cannot afford to act too
hastily to meet a desirable but unrealistic deadline.

. The fishing industry should have ample time to plan
their operations under an IFQ program and to understand
the new rules before the program begins.

Despite a long history of study and discussion of IFQ programs by
the Council, there has been little focus on the intricacies of
implementing an IFQ program such that the desired effects are
realized. Reasons for this include:

. The lack of a specific preferred alternative being
identified by the Council;

. The lack of experience with implementing large scale
IFQ programs in the U.S. under the Magnuson Act;

. Analytical effort has been focused on theoretical
benefits and costs of various alternatives;

RECOMMENDATION

Create two ad hoc groups: (1) a longline industry advisory group
organized by the Council with, say 21, representatives of
sablefish and halibut longline vessel owners, and (2) a technical
work group organized by the Alaska Region

. The IFQ technical team would be composed of data base

Halibut and Sablefish IFQ Implementation 1



TIMING

managers, computer programmer/analysts, fishery
management, legal and enforcement experts.

Two end products of the technical group would be (a) an
implementation plan and (b) draft proposed rules to
carry out the Council’s preferred alternative.

The industry advisory committee would interact with the
technical team to advise them on the practicability and
acceptability of elements of the implementation plan.

The purpose of the industry advisory committee would be
to find the best way to carry out the Council’s
preferred alternative; not to debate the IFQ principle.

The current schedule for Council action on the sablefish
preferred alternative in June 1991 and the halibut preferred
alternative in September 1991 would be unchanged. However,
Council review and action on draft proposed rule text would have
to be delayed until its December 1991 meeting.

Halibut and Sablefish IFQ Implementation

At its June meeting, the Council would decide on a
preferred alternative for a sablefish IFQ program, and
adopt the above recommendation.

During July, the Council staff would begin recruiting
for and organizing the industry advisory group; the

Alaska Region would begin the same for the technical
work group.

The technical work group could meet first in August and
begin a rough implementation plan that would detail all
aspects from initial allocation through enforcement and
penalties. Examples of issues include how IFQ program
requirements would interface with existing reporting
and observer requirements, how sablefish and halibut
management areas can be merged, how catch data can be
verified and IFQ transfer requirements simplified.

In late August or early September, the industry
advisors could review the first cut implementation plan

and give initial criticisms to the technical team in a
joint meeting.

At its September meeting, the Council would decide on a
preferred alternative for the halibut IFQ program, and



check progress on the implementation plan. It is
possible, but not likely, that proposed regulations
implementing the plan could be prepared at this time.

. Most likely, during October the technical and industry
groups would continue refining the implementation plan
and begin drafting of proposed rule language could
begin.

. November meetings of the technical and industry groups
would reach final agreement on the implementation plan
and review draft proposed rule language.

. At its December meeting the Council would review and
consider adopting the implementation plan and draft
proposed rules for submission to the Secretary along
with final FMP amendment language and supporting
analyses. Analytical work already done would not have
to be changed and re-issued for public comment
providing there are no radical changes to the preferred
alternatives.

PRELIMINARY FENFORCEMENT PLAN

Assuring compliance may be the most difficult part of
implementing a sablefish/halibut IFQ program especially given the
current level of available enforcement, size of the halibut
fleet, value of the product, the geographic distribution of
potential landing sites, and international treaty obligations
that allow for direct export to Canada. Without broad acceptance
and compliance by vessel owners and operators, any individual
quota program will fail to produce the desired economic and
social benefits, and could lead to biological overfishing of the
resource. Of equal importance in designing an effective IFQ
monitoring and enforcement plan is assuming realistic personnel
and funding requirements.

Although these factors seem to suggest that nothing short of an
enforcement officer monitoring every unloading of halibut will
assure the necessary compliance, this level of enforcement is
neither necessary or practical. The success of an IFQ program
for the sablefish and halibut longline fisheries will depend
instead on the risk of suffering severe penalties if violations
are discovered, the likelihood of being caught and the benefits
that will accrue to the fishery if all participants adhere to the
rules. Hence, to a large extent successful compliance will
depend on the understanding and cooperation of the fishermen who
have the most to gain from a successful IFQ program.
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Potential landing regquirements

. All buyers of sablefish and halibut at the first point
of sale would be licensed. Fishermen could sell these
fish only to licensed buyers. Public sales directly by
the fisherman who caught it would require special
permitting.

. Halibut and sablefish landings at 10 primary ports
would not require advance notice, but landings at an
additional 10 to 15 secondary ports would require a
minimum 24-hour advance notice of landing.

. Fishing vessels would be prchibited from landing or
unloading their catch at sea unless the fishing vessel
is first inspected at a designated port and the
receiving vessel is licensed as a first-point-of-sale
buyer.

. Fishing vessels landing or unloading in any state other
than Alaska or in any foreign nation (including
transhipment to foreign cargo vessels) would be
required to first clear through a designated port such
as Kodiak or Ketchikan. .

Potential open access enforcement

. All landings by non-IFQ holders would be required to be
at licensed halibut buyers in either primary or
secondary ports.

Potential reporting requirements

. Initial reporting of all landings and sales would
require electronic reporting via quota card and
telephone lines. This would immediately identify the
vessel, vessel owner, port of landing, amount of
unharvested quota, and would instantly deduct amount
landed from outstanding quota.

. Current State of Alaska fish tickets, Federal fishing
logbook and processor reports, and IPHC logbooks may be
modified to serve as follow-up "paper trail™
documentation on all landed halibut.

. Current observer program also could be expanded to
collect biological and fishery data on large vessels at
sea and at landing sites.

Halibut and Sablefish IFQ Implementation 4
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Potential personnel requirements

. The NMFS enforcement staff would be increased by 24
uniformed Federal enforcement officers (FEOs) who would
be stationed at the 10 primary ports of landing.

. Enforcement at secondary and other ports would be done
by unannounced visits by FEOs and special agents.

. Enforcement staff based at Alaska Region headquarters
in Juneau would be expanded by the addition of three
special agents who would focus on individual quota
cases would also be needed.

. The NMFS Alaska Region also would be expanded by the
addition of three positions for computer programer or
systems analyst and data entry clerks. These positions
would be especially important during the initial
allocation phase of the IFQ program.

. NOAA, General Counsel for the Alaska Region (GCAK)
would expand its staff by one or two additional staff
attorneys and an additional law clerk to prosecute IFQ
violations, law suits and appeals. :

Penalties.

Violation of an IFQ or other rules implementing the IFQ program
for the sablefish and halibut fishery would be prosecuted under
the Halibut Act, the Magnuson Act, and other applicable law. The
Magnuson Act describes prohibited acts, civil penalties, criminal
offenses, and civil forfeitures in sections 307-310 (16 USC 1857-
1860) . A specific schedule of penalties for IFQ enforcement
purposes would be developed by NOAA, General Counsel in
consultation with NMFS enforcement. The penalty schedule would
be designed in such a manner that a definite economic incentive
would exist to comply with the IFQ regulations. Violation of IFQ
program regulations could cause severe penalties including but
not limited to potential forfeiture of catch, gear and vessels,
and sanctions on all or part of a QS or IFQ.

PRELIMINARY ESTIMATE OF IMPLEMENTATION COSTS

For purposes of this analysis, the costs of administering and
enforcing any IFQ program are assumed to be primarily borne by
the NMFS Alaska Region and NOAA General Counsel, Alaska Region
(GCAK) . Some administrative costs also may accrue to the ADF&G,
the NMFS Central Office, the U.S. Coast Guard, and the IPHC.
These costs, however, are assumed to be incidental to the normal
interaction with the NMFS Alaska Region. The only exception to
this would be in the operation of the appeals board. Another
basic assumption used in this analysis is that none of the work
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described above would be contracted to a private firm. Although
this is an option available to the NMFS, at this time there is
not enough information to determine contracting costs.

Administrative costs for initial allocation.

Design and approval of the QS application are assumed to be
accomplished by existing staff. Assuming the printing and
mailing of about 9000 applications at about $.75 each,
distribution of the applications is estimated to cost about
$6,750.

Personnel costs of advertising the application period and giving
instruction and guidance to applicants could be met with existing
Alaska Region staff. However, preparation, printing and mailing
of an instruction pamphlet to accompany the application would
impose administrative costs in addition to, and about equal to,
the application itself. Six workshops to explain the IFQ program
and assist applicants with their applications would require
additional travel funds of about $3,240 for one Alaska Region
staff person.

The Alaska Region would need an additional data management
specialist to query fish ticket and vessel ownership data bases
in determining initial QS eligibility as applications are
returned. Assuming one half year of a full time equivalent (FTE)
GS-7, plus fringe benefits and cost of living allowance, this
addition to the Alaska Region staff would cost about $17,786.
Office space costs for this additional staff person for one half
year would cost another $720. No new computer software is
anticipated for this part of the program, but additional computer
hardware for the additional staff is estimated to cost about
$5,400.

Summary of application costs:
printing/mailing instructions $ 6,750
printing/mailing application $ 6,750

travel expenses $ 3,240
personnel $17,786
office space $ 720
computer hardware $ 5,400

Total $40, 646

Researching and copying archived fish tickets, if necessary, in
preparation to filing an application also would impose a cost on
either the State of Alaska Commercial Fisheries Entry Commission
(the ultimate steward of Alaska Department of Fish and Game
(ADF&G) fish tickets), or on the applicant. Currently, the Entry
Commission provides a computer summary of landings data to permit
holders whose permit number matches the permit number on a fish
ticket for free or a nominal cost. To search fish ticket
archives and copy an actual fish ticket, the Entry Commission
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charges the requesting permit holder $20 per hour. The average
amount of time necessary to search for and copy fish tickets is
estimated at about two hours per fish ticket, however, this time
could be reduced when searching for multiple tickets. This cost
is not strictly an administrative cost, however, since it would
be borne by the applicant making a research request. Although
the application procedure would not require copies of actual fish
tickets to be submitted with an application, such documents would
have to be submitted in support of an appeal or to rebut an audit
that indicates significant discrepancy between claimed and
recorded landings of sablefish.

Calculation of qualifying poundage and QS, and notice of initial
allocation would require another one-half FTE data management
specialist at the Alaska Region, including office space for one
half year. This cost would be spent largely in performing audits
of claimed landings on applications, and in calculating each
eligible person’s QS by management area. Certified (return
receipt) postage at $2.29 each for 9000 initial allocation
notices also would be an additional one-time cost of $20,610. No
new computer software is anticipated as necessary for this part
of the initial allocation process, and the same hardware used for
the application process would be used for auditing applications
and calculating QS. &

Summary of QS calculation and initial allocation notice
costs:

mailing $20,610
personnel $17,786
office space $ 720

Total $39,116

Costs of operating the administrative appeals board would be
directly related to the degree to which grounds for appeals are
limited. If the Council and Secretary choose to allow "hard
luck" appeals to credit lost fishing, then the number of cases
the appeals board would have to adjudicate would likely expand
and its costs would be higher than if the policy were to allow
exclusion of one year or more from the QS calculation.

Assuming that the Council and Secretary choose not to allow "hard
luck" appeals, staffing the appeals board is estimated to require
the state agencies and NMFS each the equivalent of one quarter of
one GS-12 level staff. If such staff already exist and their
work load could absorb this additional appeals board work, then
no new personnel costs would be necessary. If new staff are
required to meet this need, then the two Alaska members (one from
ADF&G and one from the Alaska Region) would cost about $27,300
and the Washington and Oregon members would cost about $22,500.
These estimates include salaries and benefits and a generally
higher pay scale of Alaska government employees. An estimated
$6,600 would be needed for travel expenses if the board were to
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conduct only three hearings: two in Alaska and one in Washington.
Office space and supplies are assumed to be pre-existing for
these personnel.

Summary of appeals board costs:

personnel, WA and OR $22,500
personnel, AK and NMFS $27,300
travel expenses $ 6,600

Total $56,400

Initial allocation costs, therefore, are summarized as follows:

Application costs $40,646
QS calculation and notice $39,116
Appeals board $56,400

Total $136,162

Annual specification costs.

The additional cost of implementing this part of the IFQ program
would not add significantly to overall costs. If personnel
employed for QS and IFQ monitoring purposes could absorb the
annual specification process without additional staff, then the
administrative costs for this part of the program would be
virtually nil. On an annual basis the work load involved in the
annual specification process would likely require the services of
one FTE data management specialist at the GS-7 level for one
month which would cost an estimated $2,964. Office space for
this additional person would cost an additional $120. No
additional computer software or hardware would be necessary,
however additional postage expenses may cost about $2,916. 1In
summary, assuming no absorption of these costs by other ongoing
functions, annual expenses for this part of the implementation
program would be:

personnel $2,964
office space $ 120
mailing $2,916

Total $6,000

Administrative costs of monitoring catches and transfers.

Monitoring the individual halibut and sablefish catches of
potentially 9,000 quota holders and the expected transfer of QS
and IFQ, would require the Alaska Region to substantially upgrade
its current computer capability. Particular attention would be
given to electronic forms of data transmission. Such upgrading
would require about 6 months time of an additional computer
systems analyst/programmer (1/2 FTE at the GS-13 level) and at
least two additional data management specialists (2 FTEs at the
GS-7 level). 1Including salaries and benefits the systems
analyst/programmer would cost about $37,518 per year and each
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data management specialist would cost $35,572 per year. Office

Y space for each additional employee would add costs of about
$1,320 for the systems analyst/programmer and about $1,440 for
each data specialist. Additional computer hardware and software
is roughly estimated to cost about $108,000. Additional
communication costs for postage, telephone and an additional fax
machine are estimated at $9,990.

Summary of monitoring costs:
computer hardware/software $108,000

personnel (1/2 GS-13 FTE) $ 37,518
personnel (2 GS-7 FTEs) $ 71,144
telephone and fax $ 7,560
office space $ 4,200
postage S 2,430

Total $230,852
6.5.2 NOAA, General Counsel, Alaska Region (GCAK).

Additional legal work involving appeals, law suits, and
prosecution of violations associated with the IFQ program is
anticipated to require one additional staff attorney and a law
clerk for GCAK. Assuming the staff attorney would be hired at
the GS-13 level and the law clerk at the GS-7 level, salaries and
benefits for these additional staff are estimated to cost “about
$110,608. Additional office space would cost GCAK about $4,080.

-~ Two new personal computers and associated peripherals are
estimated at about $8,640. No new computer software would be
required. '

In addition, the appeals board would likely need the legal
services of GCAK at the rate of about one month of a grade GS-13
lawyer or a cost of about $6,253. Again, this cost depends on
whether existing GCAK legal staff could absorb appeals board work
load.

The prosecution of IFQ violations would be largely dependent on
access to bona fide fish tickets and documentation from other
required reports. The NMFS, GCAK and ADF&G may have to arrange,
at unknown cost, for a more efficient fish ticket retrieval
system than currently exists.

Summary of GCAK costs:

personnel (1 GS-13 FTE) $ 75,036
personnel (1 GS-7 FTE) $ 35,572
computer hardware $ 8,640
appeals board services $ 6,253
office space S 4,080

Total $129,581

7N .
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NMFS Alaska Region Enforcement

Although individual quota programs theoretically decrease or
eliminate the need for fishing seasons, time/area closures, gear
restrictions and other measures designed to limit fishing
efficiency, enforcement costs are not reduced but would be
substantially increased. This is because enforcement monitoring
on shore would increase while that at sea would remain unchanged.
Therefore, the use of Coast Guard platforms is expected to
continue at present levels. Monitoring compliance and bringing
charges against violators of IFQ rules is expected to be the most
costly part of carrying out any IFQ program.

Estimating these costs normally focuses on the marginal or
incremental costs of enforcement, and assumes that current levels
of enforcement are adequate for monitoring compliance of existing
rules. The analysis then determines the extra cost of carrying
out the proposed new program. In this instance, however, current
levels of enforcement may not be adequate. In its review of FY-
1992 funding and personnel needs for the NMFS, the National Fish
and Wildlife Foundation (NFWF) found an acute lack of manpower
and enforcement resources in Alaska. To maintain an appropriate
level of on-shore compliance monitoring of existing regulations,
the NFWF recommended an increased corps of 22 FEOs to be
stationed in ten principal Alaskan fishery ports. Without these
additional enforcement personnel, adequate enforcement of IFQ
rules would be virtually impossible. However, it would be
analytically incorrect to ascribe the total cost of fielding
these additional personnel entirely to an IFQ program.

For budget estimating purposes, the NMFS enforcement office
assumes an annual cost of $75,000 for each FEO and $100,000 for
each special agent. These costs include salary, overtime,
benefits, office space, support staff, training, transportation
and equipment for a year. Based on these estimates, the addition
of 24 FEOs to the Alaska Region, NMFS, would cost $1,800,000 per
year. The addition of three special agents would cost $300,000
per year. Combined, these additional enforcement personnel are
estimated to cost $2,100,000. This may be the practical cost of
enforcing an IFQ program for the sablefish and halibut fisheries
since the current enforcement staff could not adequately monitor
compliance without the addition of 24 FEOs, three special agents,
and several support personnel.

The marginal cost of enforcing a halibut IFQ program would be
much less, however. One approach to determining the marginal
cost is to assume that a full staff of 24 FEOs would spend about
25 percent of their time monitoring compliance with IFQ rules.
This is slightly more than the current enforcement effort to
monitor compliance during several 24-hour halibut openings under
opeén access management rules. This makes the marginal cost of
the FEOs to be $450,000. Further, assume that 100 percent of the

Halibut and Sablefish IFQ Implementation 10



additional special agents’ time would be spend investigating IFQ
violations. Under these assumptions, the total marginal cost of
enforcing the IFQ program would be $450,000 for the FEOs plus
$300,000 for the special agents or $750,000. Another approach
would be to assume that the current enforcement staff should be
augmented by 22 FEOs, at a cost of $1.65 million, to enforce
existing regulations, without any IFQ program. If this were
done, then the marginal cost of enforcing the IFQ program would
be equivalent to the cost of two additional FEOs plus three
special agents, or $450,000.

Implementation cost summary

By function, management, enforcement and GCAK costs can be
summarized as follows:

Marginal Practical
Management Division
- Initial allocation $136,162
- Annual specification $ 6,000

- Monitoring $230,852

NOAA GCAK $129,581 -
Enforcement $750,000 §2,100,0@0
Total $1,252,595 $2,602,595

Assuming that 1992 is the first year of implementing the halibut
and sablefish IFQ program, but that fishing under it would not
occur until 1993, administrative costs would be limited to those
associated with initial allocation work and establishment of
computer monitoring system. The former would include GCAK costs
and the latter would include only those monitoring costs
associated with computer hardware and software and the salary,
benefits and office space costs of a systems analyst/programmer.
Enforcement costs would not be included in the first year, but
about half of the needed FEOs should be hired, trained, and
posted to various Alaska ports during 1992 to assure a smooth
transition to full implementation of the IFQ program the
following year

First year (1992) cost summary:

-initial allocation $ 136,162
monitoring system setup $ 230,852
GCAK $ 129,581

Total $ 496,595

Implementation costs in 1993, the first year of fishing under the
IFQ program, would increase over the previous year’s costs due to
the inclusion of enforcement costs. However, major costs
associated with initial allocation and setup of the monitoring
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system would not be spent; the computer systems analyst-
programmer is assumed to be unnecessary as existing staff would
be able to make adjustments to programs as needed. GCAK costs
are reduced by the value of one-time computer purchases made in
the first year. Onboard or shore-based observers may be involved
also with monitoring of IFQ catches and landings. The costs of
Observers, however, are not included in this analysis as they are
assumed to be paid by participants in the fishery either directly
or indirectly through an NMFS-administered observer program fee.
The only administrative cost of such a program would be those in
excess of the total user fees collected. Since such a program is
not now in effect, this cost is not estimated.

Second year (1993) cost summary:

IFQ specification $ 6,000
monitoring $ 85,334
enforcement $ 750,000
GCAK $ 120,941

Total $ 962,275

In subsequent years, computer hardware and software
purchases are assumed to be zero. Efficiencies under IFQ
management will allow greater efficiencies in the monitoring
system. Hence, monitoring personnel costs may be reduced to one
full time data management specialist. The annual specification
of IFQs also could be done by this staff. Enforcement and GCAK

costs would be reduced only by amounts not spent for new computer
hardware.

Subsequent years’ cost summary:

IFQ specification and monitoring $ 52,762
enforcement $ 750,000
GCAK $ 120,941

Total $ 923,703

Time requirements.

Initial discussions with data management and program
implementation professionals with the ADF&G, Alaska Limited Entry
Commission, NMFS, and Council staff indicate that at least 14 to
16 months, from the date of Secretarial approval, would be
necessary to accomplish the various hiring, systems design,
programming, or contracting and testing tasks necessary to
initiate the halibut IFQ program. During this time, workshops
also would be held to explain details of the application
procedure and rules effecting the IFQ program. The application

period and initial allocation procedures could overlap the end of
the system design period.

Time requirements to initially allocate halibut QS could take
almost a year. The application period is contemplated to
continue for up to 120 days from the effective date of final
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implementing regulations. The Regional Director’s notice of
initial allocation would occur no later than 90 days after the
end of the application period, and the appeals period would end
no later than 90 days after the notice of allocation. Hence, the
initial allocation program may not be completed until 300 days
after the effective date of the final implementing regulations.
In practice, however, these functions could be overlapped. That
is, the Regional Director may issue notices of initial allocation
on an as-calculated basis rather than wait until 90 days after
the end of the application period to issue all notices at once.
Likewise, applicants could file appeals immediately after
receiving initial allocations rather than waiting to the end of
the appeals period.
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AGENDA C-3
Supplemental
September 1991

Table 2.4.5
Regional distribution of vessels owners from 1985-90 for vessel classes in the
preferred IFQ alternative for the Exclusive Economic Zone.

Year 1985 1986 1987 1988 1989 1990 IFQ

All 244 457 668 709 639 652 1081

Alaska 168 330 487 546 479 493 832

Other States 76 126 181 163 160 159 249
Alaska % 69% 72% 73% 77% 75% 76% 77%
% CB < 60 67% 73% 77% 79% 77% 78% 80%
% CB 2 60 30% 25% 21% 18% 19% 19% 17%
% Freezers 2% 2% 2% 3% 4% 3% 3%

CB <60 164 333 513 558 493 510 865

Alaska 125 262 398 462 405 413 709

Other States 39 70 115 96 88 97 156
% Alaska 76% 79% 78% 83% 82% 81% 82%

CB 260 74 113 141 131 122 121 181

Alaska 42 65 86 80 67 74 115

Other States 32 48 55 51 55 47 66
% Alaska 57% 58% 61% 61% 55% 61% 64%

Freezers 6 11 14 20 24 21 35

Alaska 1 3 3 4 7 6 8

Other States 5 8 11 16 17 15 27
% Alaska 17% 27% 21% 20% 29% 29% 23%
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Table 2.4.5.1

Regional distribution of vessels owners from 1985-90 for vessel classes in the
preferred IFQ alternative for the Aleutian Islands.

Year 1985 1986 1987 1988 1989 1990 IFQ
All 10 38 58 67 62 46 135
Alaska 4 20 18 25 20 15 56
Other States 6 18 40 4?2 42 31 79
Alaska % 40% 53% 31% 37% 32% 33% 41%
% CB < 60 10% 29% 31% 31% 21% 28% 35%
% CB 2 60 60% 55% 47% 48% 45% 52% 46%
% Freezers 30% 16% 22% 21% 34% 20% 19%
CB <60 1 11 18 21 13 13 47
Alaska 1 7 6 11 6 6 23
Other States 0 4 12 10 7 7 24
% Alaska 100% 64% 33% 52% 46% 46% 49%
CB 260 6 21 27 32 28 24 62
Alaska 3 12 10 12 7 8 26
Other States 3 9 17 20 21 16 36
% Alaska 50% 57% 37% 38% 25% 33% 42%
Freezers 3 6 13 14 21 9 26
Alaska 0 1 2 2 7 1 7
Other States 3 5 11 12 14 8 19
% Alaska 0% 17% 15% 14% 33% 11% 27%
mlh\sable91\rule5tbl.wk1 18-Sep-91



Table 2.4.5.2

-~
Regional distribution of vessels owners from 1985-90 for vessel classes in the
preferred IFQ alternative for the Bering Sea.

Year 1985 1986 1987 1988 1989 1990 IFQ

All 48 36 76 53 30 64 153

Alaska 27 16 40 30 15 23 80

Other States 21 20 36 23 15 41 73
Alaska % 56% 44% 53% 57% 50% 36% 52%
% CB < 60 35% 11% 36% 45% 20% 34% 42%
% CB 2 60 58% 75% 50% 26% 20% 39% 40%
% Freezers 6% 14% 14% 28% 60% 27% 18%

CB <60 17 4 27 24 6 22 64

Alaska 12 3 16 20 5 o1 42

Other States 5 1 11 4 1 11 22
% Alaska 71% 75% 59% 83% 83% 50% 66%

o CB260 28 27 38 14 6 25 61

Alaska 14 12 21 7 5 9 31

Other States 14 15 17 7 1 16 30
% Alaska 50% 44% 55% 50% 83% 36% @ 51%

Freezers 3 5 11 15 18 17 28

Alaska 1 1 3 3 5 3 7

Other States 2 4 8 12 13 14 21
% Alaska 33% 20% 27% 20% 28% 18% 25%

o mlh\sable91\rule5tbl.wk1 18-Sep-91



Table 2.4.5.3

Regional distribution of vessels owners from 1985-90 for vessel classes in the
preferred IFQ alternative for the Central Gulf area.

Year 1985 1986 1987 1988 1989 1990 IFQ
All 112 225 322 356 310 377 617
Alaska 64 144 214 261 201 258 - 445
Other States 48 80 108 95 109 119 172
Alaska % 57% 64% 66% 73% 65% 68% 72%
% CB < 60 49% 56% 64% 67% 61% 67% 69%
% CB = 60 47% 40% 34% 31% 34% 28% 28%
% Freezers 4% 4% 2% 3% 5% 5% 4%
CB < 60 55 127 206 238 189 254 424
Alaska 32 85 146 188 136 186 328
Other States 23 41 60 50 53 68 96
% Alaska 58% 67% 71% 79% 72% 73% 77%
CB 2 60 53 90 111 109 104 105 170
Alaska 31 56 66 69 57 66 109
Other States 22 34 45 40 47 39 61
% Alaska 58% 62% 59% 63% 55% 63% 64%
Freezers 4 8 5 9 17 18 23
Alaska 1 3 2 4 8 6 8
Other States 3 5 3 5 9 12 15
% Alaska 25% 38% 40% 44% 47% 33% 35%
mlh\sable9 I\rule5tbl. wk1
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Table 2.4.5.4

~
Regional distribution of vessels owners from 1985-90 for vessel classes in the
preferred IFQ alternative for East Yakutat and Southeast Qutside.
Year 1985 1986 1987 1988 1989 1990 IFQ
All 120 242 347 387 388 329 630
Alaska 93 186 275 317 319 273 488
Other States 27 56 72 70 69 56 142
Alaska % 78% 77% 79% 82% 82% 83% 77%
% CB < 60 79% 90% 91% 91% 93% 95% 89%
% CB 2 60 18% 10% 9% 8% 7% 5% 10%
% Freezers 3% 0% 0% 0% 0% 0% 1%
CB < 60 95 217 316 354 361 311 563
Alaska 80 171 254 . 295 302 262 455
Other States 15 46 62 59 59 49 108
% Alaska 84% 79% 80% 83% 84% 84%  81%
7~
CB =60 22 25 30 32 26 17 61
Alaska 13 15 21 21 16 11 30
Other States 9 10 9 11 10 6 31
% Alaska 59% 60% 70% 66% 62% 65% 49%
Freezers 3 0 1 1 1 1 6
Alaska 0 0 0 1 1 0 3
Other States 3 0 1 0 0 1 3
% Alaska 0% 100% 0% 100% 100% 0% 50%
7
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Table 2.4.5.5

Regional distribution of vessels owners from 1985-90 for vessel classes in the
preferred IFQ alternative for the Western Gulf area.

Year 1985 1986 1987 1988 1989 1990 IFQ

All 60 68 76 91 98 43 184
Alaska 38 36 43 42 46 17 98
Other States 22 32 33 49 52 26 86
Alaska % 63% 53% 57% 46% 47% 40% 53%
% CB < 60 52% 49% 57% 43% 36% 30% 48%
% CB = 60 42% 44% 32% 40% 45% 47% 38%
% Freezers 7% 7% 12% 18% 19% 23% 14%
CB <60 31 33 43 39 35 13 89
Alaska 21 23 32 28 24 7 9 59
Other States 10 10 11 11 11 4 30
% Alaska 68% 70% 74% 72% 69% 69% 66%
CB =260 25 30 24 36 44 20 69
Alaska 16 12 9 12 15 7 33
Other States 9 18 15 24 29 13 36
% Alaska 64% 40% 38% 33% 34% 35% 48%
Freezers 4 5 9 16 19 10 26
Alaska 1 1 2 2 7 1 6
Other States 3 4 7 14 12 9 20
% Alaska 25% 20% 22% 13% 37% 10% 23%
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Table 2.4.5.6

Regional distribution of vessels owners from 1985-90 for vessel classes in the
preferred IFQ alternative for the West Yakutat.

Year 1985 1986 1987 1988 1989 1990 IFQ
All 80 133 221 162 187 154 402
Alaska 42 77 134 98 116 82 273
Other States 38 56 87 64 71 72 129
Alaska % 53% 58% 61% 60% 62% 53% 68%
% CB < 60 70% 67% 68% 61% 65% 68% 71%
% CB 2 60 29% 32% 31% 38% 31% 28% 27%
% Freezers 1% 1% 0% 1% 4% 5% 2%
CB < 60 56 89 151 99 121 104 285
Alaska 33 55 99 66 85 61 206
Other States 23 34 52 33 36 43 79
% Alaska 59% 62% 66% 67% 70% 59% 72%
CB =60 23 43 69 61 58 43 108
Alaska 9 21 35 31 26 18 63
Other States 14 22 34 30 32 25 45
% Alaska 39% 49% 51% 51% 45% 42% 58%
Freezers 1 1 1 2 8 7 9
Alaska 0 1 0 1 5 3 4
Other States 1 0 1 1 3 4 5
% Alaska 0% 100% 0% 50% 63% 43% 44%
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Table 2.5.5

Regional distribution of catch from 1985-90 and IFQs for vessel classes in the
preferred IFQ alternative for the Exclusive Economic Zone.

Year 1985 1986 1987 1988 1989 1990 IFQ
Al 12924 19254 26990 28816 27284 25220 23231
Alaska 5548 9248 13839 14506 13287 12532 11380
Other States 7376 9970 13152 14310 13997 12688 11851
Alaska % 43% 48% 51% 50% 49% 50% 49%
% CB < 60 34% 41% 46% 44% 45% 57% 47%
% CB = 60 39% 42% 41% 40% 39% 29% 37%
% Freezers 27% 17% 13% 16% 17% 14% 16%
CB <60 4367 7872 12505 12709 12143 14285 11004
Alaska 2590 4979 8088 8397 8086 8459 6687
Other States 1777 2857 4417 4311 4057 5825 4317
% Alaska 59% 63% 65% 66% 67% 59% 61%
CB 260 5104 8128 10947 11569 10578 7298 8508
Alaska 2423 3630 4990 5183 3983 2931 3797
Other States 2681 4499 5956 6386 6595 4367 4712
% Alaska 47% 45% 46% 45% 38% 40% 45%
Freezers 3453 3253 3539 4538 4563 3638 3719
Alaska * 639 760 926 1218 1142 896
Other States * 2614 2779 3612 3345 2496 2822
% Alaska * 20% 21% 20% 27% 31% 24%

* Numbers may not be released because of confidentiality restrictions.
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Table 2.5.5.1

Regional distribution of catch from 1985-90 and IFQs for vessel classes in the
preferred IFQ alternative for the Aleutian Islands.

Year 1985 1986 1987 1988 1989 1990 IF9=
All 1295 2281 3345 3121 2355 1831 2395
Alaska 47 439 953 1078 651 578 626
Other States 1248 1842 2392 2043 1704 1253 1769
Alaska % 4% 19% 28% 35% 28% 32% 26%
% CB < 60 0% 11% 21% 18% 7% 16% 15%
% CB 2 60 8% 33% 41% 38% 27% 32% 33%
% Freezers 92% 57% 38% 44% 66% 53% 52%
CB <60 # 242 698 547 166 286 362
Alaska # 72 183 263 88 67 109
Other States # 171 515 284 78 219 253
% Alaska # 30% 26% 48% 53% 23% 30%
CB 260 104 746 1377 1191 638 579 780
Alaska 47 308 558 534 108 151 260
Other States 57 439 819 657 530 428 520
% Alaska 45% 41% 41% 45% 17% 26% 33%
Freezers 1190 1292 1270 1383 1550 965 1253
Alaska 0 * * * 455 * 257
Other States 1190 * * * 1095 * 996
% Alaska 0% * * * 29% * 21%

* Numbers may not be released because of confidentiality restrictions.
# To retain confidentiality, numbers were added to the catcher boats > 60’category.
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Table 2.5.5.2

Regional distribution of catch from 1985-90 and IFQs for vessel classes in the

preferred IFQ alternative for the Bering Sea.

Year 1985 1986 1987 1988 1989 1990 IFQ
All 2013 1416 2102 1085 561 1133 1521
Alaska 990 669 1056 283 153 423 628
Other States 1024 747 1046 801 408 711 893
Alaska % 49% 47% 50% 26% 27% 37% 41%
% CB < 60 23% 6% 26% 20% 1% 27% 21%
% CB 2 60 53% 63% 48% 18% 14% 34% 43%
% Freezers 23% 31% 26% 62% 84% 40% 35%
CB <60 469 89 540 215 6 301 326
Alaska 340 * 327 141 * 95 180
Other States 130 * 213 75 * 206 146
% Alaska 72% * 61% 66% * 32% - 55%
CB =260 1072 888 1018 191 81 384 658
Alaska 376 374 526 36 * 119 254
Other States 697 514 492 155 * 265 404
% Alaska 35% 42% 52% 19% * 31% 39%
Freezers 471 439 544 678 474 448 536
Alaska * * 203 107 98 208 194
Other States * * 341 572 376 240 343
% Alaska * * 37% 16% 21% 46% 36%
* Numbers may not be released because of confidentiality restrictions.
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Table 2.5.5.3

Regional distribution of catch from 1985-90 and IFQs for vessel classes in the
preferred IFQ alternative for the Central Gulf area.

Year 1985 1986 1987 1988 1989 1990 IFQ
All 3346 6160 8693 10569 9927 10729 8449
Alaska 1323 2974 4397 5674 4602 4928 4038
Other States 2024 3150 4296 4895 5324 5801 4411
Alaska % 40% 48% 51% 54% 46% 46% 48%
% CB < 60 29% 36% 44% 43% 45% 59% 47%
% CB 2 60 44% 49% 52% 48% 44% 28% 41%
% Freezers 27% 15% 4% 9% 11% 12% 11%
CB <60 974 2242 3785 4562 4482 6339 4011
Alaska 378 1164 2019 2736 2651 3295 2137
Other States 596 1042 1767 1826 1831 3044 1874
% Alaska 39% 52% 53% 60% 59% 52% 53%
CB 260 1457 3005 4517 5026 4386 3055 3477
Alaska 743 1544 2094 2630 1681 1271 1638
Other States 714 1461 2423 2396 2706 1783 1839
% Alaska 51% 51% 46% 52% 38% 42% 47%
Freezers 915 913 391 981 1059 1335 962
Alaska * 266 * 308 271 362 264
Other States * 647 * 673 788 973 698
% Alaska * 29% * 31% 26% 27% 27%

* Numbers may not be released because of confidentiality restrictions.
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Table 2.5.5.4

Regional distribution of catch from 1985-90 and IFQs for vessel classes in the

preferred IFQ alternative for East Yakutat and Southeast Outside.

Year 1985 1986 1987 1988 1989 1990 IFQ
All 1978 3765 5587 6265 5463 6116 4690
Alaska 1410 2714 4762 4847 4398 4828 3757
Other States 568 1051 825 1417 1066 1288 933
Alaska % 71% 72% 85% 77% 81% 79% 80%
% CB < 60 60% 78% 85% 84% 86% 91% 82%
% CB = 60 30% 22% 15% 16% 14% 9% 17%
% Freezers 9% 0% 0% 0% 0% 0% 1%
CB <60 1193 2948 4725 5236 4697 5545 3860
Alaska 1000 2202 4019 4117 3814 " 4427 3145
Other States 193 746 706 1119 883 1118 716
% Alaska 84% 75% 85% 79% 81% 80% 81%
CB =260 599 817 862 1029 766 571 787
Alaska 410 512 743 731 584 400 573
Other States 189 305 119 298 182 170 214
% Alaska 68% 63% 86% 71% 76% 70% 73%
Freezers 186 # # # # # 42
Alaska 0 # # # # # 39
Other States 186 # # # # # 3
% Alaska 0% # # # # # 93%

# To retain confidentiality, numbers were added to the catcher boats > 60’category.
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Table 2.5.5.5

Regional distribution of catch from 1985-90 and IFQs for vessel classes in the
preferred IFQ alternative for the Western Gulf area.

Year 1985 1986 1987 1988 1989 1990 IFQ
All 2016 2245 3172 2964 3812 1516 2335
Alaska 950 891 908 645 1150 391 707
Other States 1066 1354 2265 2320 2662 1125 1627
Alaska % 47% 40% 29% 22% 30% 26% 30%
% CB < 60 26% 35% 25% 15% 18% 17% 25%
% CB > 60 42% 39% 37% 43% 51% 45% 41%
% Freezers 32% 25% 38% 43% 31% 39% 34%
CB < 60 525 792 805 430 697 251 593
Alaska 286 501 481 283 286 58 247
Other States 239 292 324 147 411 192 346
% Alaska 54% 63% 60% 66% 41% 23% 42%
CB > 60 842 885 1169 1274 1946 679 946
Alaska 605 349 366 310 678 232 389
Other States 237 536 803 963 1268 447 557
% Alaska 72% 39% 31% 24% 35% 34% 41%
Freezers 649 568 1198 1260 1169 587 795
Alaska * * * * 186 * 71
Other States * > * * 983 * 724
% Alaska * * * * 16% * 9%

* Numbers may not be released because of confidentiality restrictions.
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Table 2.5.5.6

~
Regionél distribution of catch from 1985-90 and IFQs for vessel classes in the
preferred IFQ alternative for the West Yakutat.

Year 1985 1986 1987 1988 1989 1990 IFQ

All 2274 3314 3932 4767 5158 3890 3842

Alaska 827 1504 1731 1948 2333 1384 1624

Other States 1447 1810 2201 © 2819 2826 2506 2218
Alaska % 36% 45% 44% 41% 45% 36% 42%
% CB < 60 53% 50% 49% 43% 44% 48% 48%
% CB 2 60 47% 50% 51% 57% 51% 47% 48%
% Freezers 0% 0% 0% 0% 5% 5% 3%

CB <60 1198 1653 1934 2072 2288 1867 1852

Alaska 578 940 1030 960 1312 718 870

Other States 620 713 904 1112 976 1148 982
% Alaska 48% 57% 53% 46% 57% 38% 47%

o CB260 1076 1660 1998 2696 2628 1815 1860

Alaska 249 563 701 988 881 597 682

Other States 827 1097 1297 1708 1746 1219 1178
% Alaska 23% 34% 35% 37% 34% 33% 37%

Freezers # # # # 243 208 130

Alaska # # # # 140 70 71

Other States # # # # 103 138 58
% Alaska # # # # 58% 34% 55%

# To retain confidentiality, numbers were added to the catcher boats > 60’category.
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Number of Owners

Ratio of IFQ Pounds to Average Landings
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Rule 5: (Preferred Alternative) Must have made landings in 1988-1900; use best
5 of 6 years (85-90).

Notes: Ratios of less than 1 indicate owner will receive a smaller amount of IFQ Ibs.
than his average landings over the years in which he participated.

With few exceptions the individuals that fished only one year are included in
the first cluster. Those who fished two years are in the second cluster, etc.
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than his average landings over the years in which he participated.

With few exceptions the individuals that fished only one year are included in
the first cluster. Those who fished two years are in the second cluster, etc.



Number of Owners Receiving Different

Percentages of Total IFQs
Under Under the Preferred Alternative, Summed for the EEZ
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APPENDIX V

Calculating Quota Share Under The Preferred IFQ Alternative.

This Appendix is provided to allow potential Quota Share (QS) recipients to estimate the amount of Qs
they would receive under the Council’s preferred alternative. This would allocate QS to all vessel owners
or qualified vessel lease holders who made legal landings of sablefish between 1988 and 1950. The
allocation will be based on the owner’s best 5 of 6 years landings for each management area from 1985
to 1990.

The table below lists the total qualification pounds (metric tons), in round weight equivalents, for each
management area and for each of four potential qualifying rules. QS will be management area specific.
QS are a percentage of the fixed gear TAC for each area. The corresponding poundage (the annual IFQ)
is obtained by multiplying the QS percentage by the fixed gear TAC for a given management area, The
following information is expressed in metric tons; each metric ton equals 2,205 pounds. An example will
follow.

TABLE 1. Qualifying tons (mt round weight) by FMP area for the preferred alternative.

East Yakutat/Southeast 27,170

West Yakutat 21,791 . o
Central Gulf 45,774 '
Western Gulf 14,198

Aleutians 12,700

Bering Sea ' 6,687

The above table incorporates fish ticket and weekly processor report landings from NMFS records and
includes all fixed gear landings which accrue under the preferred altenative. A person’s QS percentage
for an area is based on that person’s total qualifying tons, as a percentage of the total qualifying tons (all
QS recipients) for that area. If the QS system goes into effect, actual total qualifying tons may vary from
the numbers shown above depending on the actual application and appeals process. The examples shown
below are based on the assumption that all qualified recipients would claim their QS and there would be
no appeals.

Example 1:

Owner A’ had the following landings of sablefish, by year, for the Central Gulf management area:

1984 1985 1986 1987 1988 1989 1990
25 mt 17 mt 26 mt 20 mt 30 mt 10 mt 18 mt

Under the preferred alternative, his QS would be the total of his best 5 of 6 years, 1985-1990, divided by
the total qualifying pounds for the Central Gulf from Table 1 above: 111 mt (dropping 1989) divided by
45,774 or 0.24% of the Central Gulf fixed gear TAC. The annual poundage of this QS would vary from
year to year based on the TAC. As an example, this 0.24% QS would equate to 20.5 mt based on the
1991 fixed gear TAC (8,460 mt) for that area. This would be 45,235 pounds (24.5 mt x 2,205).



Example 2:

The same owner "A’ had the following landings for the Western Gulf management area:

1984 1985 1986 1987 1988 1989 1990
18 mt 22 mt 19 mt 16 mt Omt O mt Omt

Under the preferred alternative which requires participation in one of the years 1988-1990, Owner A’
would qualify for QS in the Western Guif even though no landings were made in this area from 1988-
1990. The qualification rule requires that landings of sablefish must have been made in any area during
the qualifying period; QS would then be calculated separately for each area. Owner ’A’, in this case had
landings of sablefish in 1988-1990 from the Central Gulf so he qualifies for QS in any area. In this
example, his qualifying poundage (in mt) would be the best 5 of 6 years from 1985-1990, or 57 mt,
divided by 14,198 mt (from Table 1). His QS percentage under this rule would then be .4% of the fixed
gear TAC for the Western Gulf. If Owner *A’ had no participation in any area off Alaska during 1988-
1990, he would not have qualified for QS under the preferred alternative.

All of the above examples use metric tons which can then be converted to poundage based on the TAC
for a given year. Conversely, if a potential QS recipient knows what his landings were in pounds (round
weight), he can convert to metric tons by dividing the poundage by 2,205, and estimate his potential QS
using the metric ton totals from Table 1.



PROGRESS REPORT
TO THE NORTH PACIFIC FISHERY MANAGEMENT COUNCIL
FROM THE
AD HOC IFQ IMPLEMENTATION TECHNICAL WORK GROUP

September 18, 1991
Background

At its last meeting, August 13-16, 1991, in Juneau, the North
Pacific Fishery Management Council approved a tentative
"preferred alternative" individual fishing quota (IFQ) program
for the longline (fixed gear) sablefish fishery. 1In taking this
action, the Council provided for industry and technical ad hoc
work groups to discuss and resolve all issues relevant to
carrying out its preferred IFQ alternative for sablefish (and
halibut if one is identified in September). This action also
specifically requested the NMFS Alaska Region Director to
establish the technical work group composed of administrative,
data management, enforcement and legal professionals.

The ad hoc technical work group held its first meeting on
September 9-10, 1991 at the Alaska Fisheries Science Center in
Seattle, Washington. Jay Ginter of the Alaska Region organized
the meeting and served as its chair. Eighteen agency
representatives participated and two members of the public
observed. An attendance list is attached. The group did not
complete its agenda (attached). Subsequent meetings are
scheduled for October 16-17 and October 29-30 also at the Alaska
Fisheries Science Center in Seattle. The group intends to
complete its work with the presentation of an implementation plan
to the Council at its meeting of December 2-6, 1991.

If the Council approves an IFQ management program for sablefish
and halibut fisheries at its September 1991 meeting, then the
Alaska Region will draft proposed regulations in consultation
with Council staff and NOAA General Counsel prior to the
Council’s December 1991 meeting.

The Charge

The purpose of the technical work group is to develop an
implementation plan that would carry out a sablefish and halibut
IFQ program approved by the Council if it is subsequently
approved by the Secretary of Commerce. Questions of policy and
rationale are avoided. 1In the course of its discussions,
however, the group may uncover a problem with specific provisions
of the Council’s motion. If the problem involves a policy issue,
the group will flag it for Council attention and may recommend an
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alternative course that comes closest to achieving the Council’s
original objective as perceived by the work group.

In its first meeting, the technical work group gave first
priority to discussion of issues relevant to combining management
of the sablefish and halibut fisheries under a single IFQ
program. The Council may wish to address these overlap issues in
taking its final action on the sablefish and halibut IFQ program.

I. Sablefish and Halibut Overlap Issues
A. Management Areas

The group agreed that fewer, bigger areas are preferable to more,
smaller areas for ease of management, reduce misreporting
problems, and increase flexibility for fishermen. Existing
boundaries for sablefish and halibut management serve primarily
to spread out exploitation and in some cases serve allocation
purposes. Even distribution of exploitation rates is still a
desirable goal under an IFQ program, however, and the need for
some management areas will continue. Any redesignation of area
boundaries should be done with the affects on other groundfish
fisheries in mind. Therefore, the group recommends Council
consideration of this issue in the context of a groundfish Plan
amendment in 1992.

The overlay of the Council’s groundfish management areas on the
International Pacific Halibut Commission (IPHC) management areas
would create about 16 different IFQ areas for the combined
sablefish/halibut program. When combined with the vessel
categories (cf. item II below), each area would contain three
unique cells, for a total of 48 cells for purposes of allocating
quota share (QS), transferring QS, monitoring catches, and
enforcing IFQ limits.

The work group discussed the problems that numerous areas would
cause and how to resolve these problems. First, numerous areas
would likely cause problems with initial allocation. For
example, a fisherman could have an initial allocation of
sablefish QS for the East Yakutat/Southeast Outside (EY/SEO) and
halibut QS for IPHC area 3A but not for 2C. This could limit the
fisherman to fishing sablefish within that portion of EY/SEO that
lies in IPHC area 3A. Second, numerous areas will increase
misreporting problems which increase the difficulty of monitoring
and enforcing IFQs. Area misreporting may not be a significant
biological problem but could indicate to fishermen that other
rules could be violated with impunity and threaten the integrity
of the IFQ program in general. Finally, numerous areas
translates into more numerous area/vessel category cells. This
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would create small internal markets for QS and IFQs, and would
constrain the flexibility of fishermen under the IFQ program.

Determining how to combine areas is difficult, however, because
of policy and administrative implications for other groundfish
fisheries. 1In addition, changing groundfish management area
boundaries would require reprogramming of catch and survey data.
On the other hand, changing halibut management area boundaries
would require reprogramming catch data and action by the IPHC.
Either or both such changes are technically feasible but will be
time consuming tasks.

1. In the Gulf of Alaska (GOA). The group discussed some
reasonable changes to management areas in the GOA could be made
for sablefish and halibut IFQ purposes. These would include (a)
changing the boundary between IPHC areas 2C and 3A to coincide
with 137 W. longitude, (b) deleting the groundfish boundary at
140 W. longitude, and (c) changing the boundary between IPHC
areas 3A and 3B to coincide with 154 W. longitude.

2. In the Bering Sea and Aleutian Islands (BSAI). The IPHC
representatives reported that, except for the closed area, most
of the IPHC boundaries were designed for allocation reasons. -
Community development quota (CDQ) implementation in this area™
also may affect decisions on where IPHC boundaries should be
drawn.

B. Seasons

The group preferred a winter closure of directed halibut fishing
only in the SE Alaska area. Sablefish fishing with IFQs should
be allowed to proceed with a retainable bycatch allowance of
halibut (or an allowable bycatch rate) that would be counted
against a halibut IFQ. The IPHC staff, however, strongly
recommends a winter closure of halibut fishing in all areas, and
a prohibition on any bycatch retention.

The IPHC representatives indicated a need to have a winter closed
season for halibut (December through February) to protect halibut
from exploitation during the spawning and migration period. In.
particular, the IPHC staff is concerned that halibut harvested in
area 2C (southeast Alaska) in the winter would have been
available to the Canadian fishery in area 2B during the following
summer. In addition, differing stock distributions between
winter and summer could seriously confound halibut management in
a year-round fishery. A winter closure for sablefish and halibut
fisheries, however, would deprive sablefish fishermen of the
strong winter market for sablefish in Japan.



C. Gear and Size Limits

Relatively minor differences between existing management programs
for sablefish and halibut that can be resolved in the rule-
writing process. The group did not see any critical problem in
resolving these differences.

For example, pot gear is not legal gear under current IPHC rules
but is permissible for sablefish fishing in the BSAI area.
Likewise, hook strippers or "crucifiers" are prohibited in the
halibut fishery but allowed in the sablefish fishery. The IPHC
specifies a minimum size for halibut, but there is no minimum
size for sablefish.

Some noted that the use of crucifiers is largely a result of the
open access race for fish. The pace of an IFQ fishery is
expected to be slower with a higher premium placed on quality
fish. These factors could eliminate the need for crucifiers and
therefore the regulatory conflict.

II. Vessel Categories

The group suggests that amounts necessary to cover bycatch of
sablefish and halibut be allowed to be transferred between vessel
categories. This would increase fishermen’s flexibility and
avoid, for example, the discarding of bycatch halibut for which
no QS or IFQ is available within a vessel category/area cell.

The group intends to discuss this issue in greater detail under
the initial allocation process. Transfer constraints among the
tentative vessels categories were discussed, however. Some
vessel category/area cells would be comprised of a very few
vessels, and from an economic perspective, form very limited
markets. 1In a directed fishery this may not be an issue, since
the amount of quota could be small. However, if the Council
intends that all longline catches of sablefish and halibut,
including bycatch, apply to IFQs, then these limited markets
could severely restrict the prosecution of longline fisheries for
which sablefish and halibut are bycatch species.

For example, two or three owners could control all of the freezer
quota for sablefish in a given area. Those owners would
effectively control all longline fishing by freezers boats for
any species in that area. Also, if a separate category for
freezer longliners were created in the halibut IFQ program, and
QS distributed based on historical participation, then freezer
longliners that have not participated in the halibut fishery
would be effectively eliminated from any longline fishery for
which halibut is a bycatch. Hence, prohibiting any transfer
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between vessel categories could prevent the some freezer
longliners from full participation in the halibut IFQ program if
there were only one, two or no other freezer longliners in a
particular cell from which to buy QS.

Ideally, the market for QS and IFQ should be as unconstrained as
possible to allow each fisherman flexibility to adapt his IFQ
holdings to his fishing behavior and vice versa. From a
management implementation perspective, without such flexibility
bycatch and discard problems will be aggravated.

III. Definitions
A. "Person"

The satisfaction of citizenship requirements would have to be
based on an application procedure in which an applicant signs a
sworn statement that listed individuals, corporate owners, and
affiliated corporations met the required citizenship standards.
These application statements would be investigated by NMFS
enforcement personnel on an occasional or as-needed basis.

Some discussion suggested using Coast Guard documentation as
prima facia evidence of legitimate U.S. ownership. This could be
the source of some enforcement problems, however, since Coast
Guard documentation is not well suited to the information
requirements of the IFQ program. The State of Alaska is another
source of corporate ownership documentation. The same questions
of the suitability of information requirements exist with the
State documents, however. For example, a "foreign" company under
the State’s definition is any U.S. company initially incorporated
outside of the State of Alaska. An "alien" company is any
foreign controlled U.S. corporation. However, an alien company
incorporated in the State of Washington could declare itself a
foreign company in the State of Alaska, thereby circumventing the
control issue. Moreover, not all companies operating in the
fisheries off Alaska may be registered with the State.

The group did not have any specific recommendation on the
definition of "person." Enforcement investigation could be
highly complex but that difficulty may not be critical to the
success of the IFQ program. The group noted that while direct
control by foreign entities may be constrained by this :
definition, indirect control through default acquisitions or
other means will be more difficult to detect and prevent. The
group also noted that many of the corporations currently involved
in the sablefish and halibut fisheries probably were formed for
tax and liability purposes and include owner-operated or "mom-
and-pop" companies. Distinguishing these from large multi-
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national corporations could be difficult but desirable in
carrying out this definition.

B. M"Individual"

The group requests clarification of the one-percent limit as it
applies to "persons" and "individuals."

It was not clear to the group that Sec. 2(d) (1) of the Council'’s
IFQ motion would prevent, for example, a family corporation
owning one percent and each individual in the corporation also
owning the maximum one percent of the sablefish longline TAC. 1If
such aggregation of QS is the intent of the Council, the group
was not clear how it could be enforced if a variety of corporate
and individual relationships could be employed in acquiring QS.

The NOAA General Counsel representative raised other policy and
practical questions regarding the one-percent issue that were
beyond the scope of the group. A fundamental question is whether
there is a strong rationale for determining that amounts of
sablefish TAC in excess of one percent would constitute "an
excessive share of fishing privileges" as provided by National
Standard 4 of the Magnuson Act. As a policy issue, the group did
not attempt to answer this question. More practical questions,
however, are whether CDQ operations would be exempt from the one-
percent limit, and identification of indices of control (i.e.
what constitutes "control" for purposes of the one-percent limit
on persons and individuals?).

C. YOS and IFQ"

Each fisherman’s QS would translate annually into a specified
tonnage or poundage IFQ of sablefish and halibut. The group
assumed that this amount of fish would be the "round weight" or
unprocessed weight of fish actually caught, regardless of whether
the fish are discarded or retained. For monitoring purposes,
this will require product recovery rate (PRR) conversion factors
and discard rate factors to back calculate the actual round
weight of fish that a fisherman probably caught based on the
product form he delivers to a processor or buyer. However,
treating halibut in terms of round weight could be confusing to
fishermen since all halibut poundage (in the industry, statistics
and regulations) is traditionally net weight, that is the weight
without head and viscera.

The use of PRRs to determine round-weight equivalents introduces
a potential problem in achieving an IFQ and ultimately in
achieving the TAC of a fishery. Fishermen that achieve higher
recovery rates than assumed by the official PRR would be
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prevented from harvesting their entire IFQ, and those that
realize lower recovery rates than assumed would be able to exceed
their IFQ. If more of the TAC is initially processed at
substandard recovery rates than is processed at above standard
recovery rates, then the entire TAC for a species would be exceed
without detection.

The group plans to revisit this issue, but one approach discussed
is to use actual recovery rates for vessels that have onboard
observers that can verify actual rates. For un-observed vessels,
a below average PRR could be assumed. As an additional guard
against TAC overages due to uncertalnty, TACs should be specified
at some level below the ABC for a species.

D. "Fixed Gear"

Clarification should be made that "fixed gear" includes hook-and-
line, jig, troll, and pot gear. Use of landings data recorded as
fixed gear will be permissible for determining QS except in areas
in which catches with pot gear was prohibited.

The group assumed that troll gear was included within the meaning
of hook-and-line gear, however, this is not clear from the.
Council’s motion. State fish ticket reports currently place gear
types within the following gear types: pot, hook-and-line,: jigqg,
troll, trawl, gillnet, and seine. For purposes of determining
catch histories for initial allocations of QS, the group assumed
that all legal catches recorded using any gear type except trawl,
gillnet, and seine could be used.

E. YCatcher Boat" and "Freezer Longliner"

The intent of the "freezer longliner" definition should be made
clear regarding any frozen groundfish or any frozen sablefish.

The group questioned whether the catcher boat definition would
require further definition of "frozen" fish or "unfrozen state."
This was not perceived as a difficult problem, however. The
group also noted that the "freezer longliner"™ definition would
apply to any vessel that delivered any groundfish in a frozen
state. Hence, a small longliner that normally delivered unfrozen
sablefish and halibut, but at least once delivered frozen Pacific
cod would be categorized as a "freezer longliner" for purposes of
the IFQ program. The group was uncertain that this was the
“Council’s intent.

F. "Bona Fide Fixed Gear Crew Member"




The group suggests as an alternative, minimum criteria of having
an Alaska crew member licenses, an interim use permit or a
limited entry permit for a specified minimum number of years to
qualify as a "bona fide crew member." The group recognizes,
however, that such a revised definition may not achieve the
Council’s apprentice objective.

The group found that there was no evidence in the current
licensing data base to carry out this definition. The State of
Alaska maintains records of issuing crew member licenses and
interim use permits to fishing vessel crew members. The State
requires all crew members on State registered fishing vessels to
have a crew member license. An interim use permit, or a limited
entry permit also satisfy crew licensing requirements. However,
these records do not indicate whether the licensed individual
actually worked as crew, in what fishery by species or gear type,
or for how many months. Even if port-to-port sea time were
recorded by the State, the group noted that a crew member working
only in the halibut fishery would have to have many years of
experience to achieve the five month criterion. One approach to
implementing this definition would be to require individuals to
sign affidavits declaring that they satisfied the "bona fide crew
member" criteria, however, the NOAA would not have the capacity
to investigate and verify such claims.

IV. Monitoring and Enforcement
A. QOwnership

The group recommends clarification of emergency provisions in
Section 2(c) (5) (iv). Inclusion of a special provision to allow
for the temporary non-purchase transfer of QS and IFQ may be
necessary. The group does not have any specific language to
suggest, but could develop a draft of special provision language
with clear understanding of Council intent on the de facto
transfer of QS to heirs or the estate of a deceased QS holder.
The group discussed, for example, a prohibition on use of Qs
acquired without explicit authorization of the NMFS and a
requirement to liquidate the QS within a reasonable period of
time, say 90 days. In addition, an emergency transfer should be
allowed to a relief fisherman if an IFQ holder dies or becomes
incapacitated during a fishing trip to avoid violating the

Section 2(c) (5) (ii) requirement of an IFQ holder being on board
during fishing.

After the initial allocation of QS, a major implementation task
would be to assure that only qualified persons acquire QS and
that they do not acquire an excessive QS (i.e. one percent of the
total longline sablefish TAC under the Council’s tentative
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preferred alternative). 1In addition to the questions raised
under the definition of "individual" (cf. III.B. above), the
group discussed ways of controlling de facto transfers of QS.

For example, a financial institution may acquire QS when a
fisherman defaults on loan payments. Someone may acquire QS as a
result of the death of, or divorce from, their spouse. One
concern to the group in such de facto transfers is that the
person who acquires QS in this manner may not satisfy citizenship
or other criteria that would allow ownership of QS. Such a
person could be prohibited from using the QS, but this could
prevent achievement of optimum yield for the fishery as a whole
under some circumstances. One approach could be the use of an
emergency transfer form to cover unforeseen circumstances.
Identity data on such a form could ensure timely action to
relieve the situation and track QS to non-participants, thus
protecting the integrity of the program for IFQ holders.

B. Catch Reporting

- The group determined that credible enforcement and monitoring was
critical to the success of the IFQ program. Cheating or "quota
busting" with impunity will not only defeat the purposes of the
program but could also threaten overfishing of the stocks.

Hence, a monitoring system must be capable of verifying the -
accuracy of fishermen and processor reports, and provide
potential buyers with reliable knowledge that the fisherman
delivering the fish in fact has IFQ to cover the delivery.

Hence, speed and accuracy should be key to the reporting system.

A "paper trail" or accurate transaction record of harvested fish
would be fundamental to enforcement if the IFQ program. The
simplest reporting system that achieves this objective should be
the one adopted. Discussion centered on the pros and cons of
using a written transaction log or an electronic system relying
on a plastic credit card or quota card. On one hand, the group
appreciated the relative ease and speed of using a quota card but
was also concerned with potential difficulties involving the
electronic transmission of data. The group will continue
discussion of the best way to achieve the desired speed and
accuracy of catch reporting as simply as possible, but concluded
the initial discussion noting that both systems should be used
for monitoring catches applied to IFQs.

A sablefish and halibut buyers license should be established. A
revokable buyers license would serve as an incentive for prompt,
accurate reports and willingness to submit to audits. General
Counsel also pointed out that a buyer will need to know that fish
he is purchasing was not caught illegally in violation of the
Magnuson Act. A transaction log that a fisherman and buyer sign
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at the time of landing, certifying its accuracy, would partially
satisfy this legal requirement. However, assuring
~confidentiality of landings data may be a problem with this
approach. In this respect, using a quota card to get an
electronic confirmation of unharvested IFQ would be good.

Enforcement investigations would search for discrepancies between
transaction logs, fish tickets and shipping records. An
additional reporting requirement may include a hail weight which
also must agree generally with a buyer’s records. The purpose of
a variety of different reports is to provide a basis for cross
checking each report for accuracy.

The primary responsibility for not exceeding an IFQ would rest
with the fisherman to whom that IFQ is assigned. At regular
intervals, say monthly, computer reports could be sent to IFQ
holders to allow them to square their records with official
records of landings.

The group needs to spend more time discussing exactly what IFQ-
related data needs to be recorded, how it should be communicated
to the NMFS, and the speed at which this can occur. There should
also be a mechanism for correcting honest errors.

C. QOverages

Provision should be made in the IFQ program to accommodate minor
IFQ overages. One or more provisions could be used in concert
and may include forfeiture of the proceeds of sale of fish over

an IFQ, a monetary penalty or deduction from the following year’s
IFQ .

The group realized that it may be impractical to expect fishermen
to land an amount of fish that is exactly equal to his IFQ
without causing a discard problem. However, the group is
concerned about how best to prevent the accumulation of landings
in excess of IFQs from exceeding the overall TACs of sablefish
and halibut. The group does not want to see overages that are
realized at the point of landing being discarded at sea, or
worse, at the buyer’s dock. On the other hand, there should be
no incentive to exceed IFQs.

Fish that exceed an IFQ should be processed and sold but the
fisherman probably should forgo any gain from that sale. 1In
addition, the TACs for sablefish and halibut could be specified
at some level below that which would cause biological harm to the
stock including accounting of overages. With experience, the
Council and the Secretary would learn how large this TAC buffer
should be for purposes of absorbing overages. The New Zealand
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approach of providing for a grace period after landing an overage
within which a fisherman would have to buy IFQ sufficient to
cover the overage also was mentioned.

D. Designated Ports

The group discussed the pros and cons of designated ports. The
principal benefit of designating specific ports where IFQ fish
can be landed is to enhance monitoring and enforcement of quotas.
The principal problem with designating landing ports is that it
constrains commerce and marketing opportunities for fishermen,
could hurt rural communities, and, if enforcement officers are to
be stationed in every port, makes enforcement very expensive.

Another use of a designated port is to require all vessels
landing IFQ fish out of the State of Alaska to have a hold
inspection at a designated Alaskan port prior to unloading
elsewhere. This would provide opportunity to file necessary
catch reports before leaving the State. General Counsel advised
the group, however, that such a requirement would probably
violate GATT if the vessel was headed to a Canadian port of
landing, but would be ok if it was headed to a port elsewhere in .
the U.S.

The group concluded that a better approach may be to require IFQ
fish to be sold first only to a licensed buyer. A fisherman
selling directly to consumers would have to have be a "licensed
buyer" for purposes of reporting transactions. Regulations would
prevent fishermen from not reporting fish he takes home for
personal use. One difficulty, however, is that the U.S. could
not license Canadian fish buyers who are operating in Canada.
Presumably, a mechanism for prompt monitoring of fish landed in
Canada could be developed through a cooperative agreement with
Canadian officials and/or via customs data.

The connection between designated ports and licensed buyers would
be one of advance notice for enforcement purposes. Ports
designated as "principal ports" would have a resident full time
enforcement presence, and fishermen may not be required to give
advance notice of landing at principal ports. A fisherman
intending to land IFQ sablefish or halibut at any other port,
however, would be required to give, say 24 or 48 hours advance
notice of his landing and an estimated weight of his product.
This would give enforcement agents discretion to meet the vessel
and monitor the unloading, and monitoring officials notice to
expect a transaction or buyers report.

Enforcement costs would be directly related to the number of
principal ports deemed necessary. Conversely, the risk of non-
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compliance would be inversely related to the number of principal
ports. Simply put, lower enforcement coverage would result in
higher rates of non-compliance, and vice versa. The group
discussed the possibility of using certified weigh masters to do
the majority of dock-side monitoring. This could allow more
costly uniformed fishery enforcement officers (FEOs) and
enforcement agents to do other tasks and increase coverage of
non-principal ports. Even with liberal use of weigh masters,
however, the group thought that 100 percent coverage of unloading
all IFQ sablefish and halibut, as is done in Canada, was highly
unlikely. Hence, other means of verifying catch and landings
reports should be explored. '

The group needs to spend more time considering alternatives to
designated ports. The group has no specific recommendation at
this time on the most efficient mix of reporting techniques and
monitoring by FEOs, weighmasters, or observers.

V. Summary

From an implementation point of view, there was general consensus
that any IFQ program should be as simple as possible. An

uncomplicated IFQ program will be easier to enforce, less costly

to administer, and easier for fishermen to understand and comply
with than a complex program. An uncomplicated program, however,
may not achieve the Council’s economic and social objectives.

The view was expressed that complexities (e.g. inconsistent
sablefish and halibut management areas) can be simplified in the
future if the need for them ceases to exist. The group noted
that the political desire for change may not exist if fishermen’s
investment in the status quo could be diluted as a result of a
simplifying change.

Another general conclusion of the group is that it would be
critically important to compliance that fishermen under the IFQ
program perceive that it can be carried out fairly. Achieving
this objective is partly a function of the program’s complexity
and partly a function of the enforcement agency’s willingness to
fund enforcement work at appropriate levels. The Council has
control over the former, but none over the latter.

The initial meeting of the group was productive. Much work
remains to be done in successive meetings. The group is hopeful
that the Council will seriously consider its recommendations,
especially those indicating a change in the basic design of the
tentative IFQ program. The group also looks forward to working
with the industry work group in searching for the most practical
solutions to implementation problems.

12



AD HOC IFQ IMPLEMENTATION TECHNICAL WORK GROUP
PARTICIPANTS AT MEETING OF SEPTEMBER 9-10, 1991 IN SEATTLE

Agency

Alaska Department of Fish and Game

Alaska Commercial Fisheries
Entry Commission

International Pacific Halibut
Commission staff

National Marine Fisheries Service
Alaska Region
Alaska Region Enforcement
Alaska Fisheries Science Center
Observer Program

NOAA General Counsel

North Pacific Fishery Management
Council staff

Oregon Department of Fish and
Wildlife

Pacific Fishery Management
Council staff

U. S. Coast Guard

Washington Department of Fisheries

Participant

Galen Tromble
Roger Kolden
Ben Muse

Kurt Schelle
Ian McGregor
Gordon Peltonen

Jay Ginter

David McKinney
Joe Terry

Janet Wall
Jonathan Pollard
Russell Harding
Marcus Hartley
Chris Oliver
Clarence Pautzke

Mark Saelens
Jim Seger

Joe Kyle

Sam Wright

Public observers for at least part of the work group’s
discussions included Ted Evans and Sheri Gross.
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Draft Agenda
IFQ Implementation Technical Work Group
Alaska Fisheries Science Center
Seattle, WA
September 9-10, 1991
Building 4, Meeting Room 2079, 9:00 AM

Introductions; agenda review

Review Council’s tentative preferred alternative for
sablefish longline management

Determination of sablefish and halibut management areas
- Identify other areas of sablefish/halibut overlap
- Seasons, gear, size limits

Information requirements to determine "person,"
"individual," "bona fide fixed gear crew member, "
vessel categories, etc.

Initial allocation process

- Application procedures

- Determination of eligibility; quota‘ share (QS)
- Catch history data base

- Notice of initial allocation; appeal procedure

Annual specification process

- Calculation of IFQ from TAC

- Accounting of community development quota
- Define fishing season

Monitoring and enforcement

- Catch reporting procedure and documentation

- Catch verification

- Licensing buyers and auditing procedures

~ Monitoring and approval of QS and IFQ transfer

- Designated ports

- Bycatch of sablefish and halibut in non-IFQ
fisheries

Infrastructure requirements

- Personnel, computer hardware and software needs
- Estimated dollar and time costs

- State/Federal interaction
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Capics can be cbaained from:

MAF Policy-

. PO Box 2526
Wellingron
Phone: (04) 720-367




ForsworD

{am happy w provide this foreword o Dt Pease’s study which | commend to
everyone with an interest in fisheties management.
meﬁiszdmainNchaknd.ﬁshai:hawmdeaﬁmdamm
contribution mommmymdﬁfayls.[nauﬁngpopuhﬁcnndimpm-
ing technology have come o place ever gresrar demands oo New Zasland's wild
Gsheries. Qus fisheries management techniques muir evolve to cope with these -
dmudswhﬂepmm:dngmhalﬁmdﬁmpmdudﬁyefourﬁshda
The last significant seep in the development of qur fisheries management
. [gime was the- incoduction in 1986 of the Quosa Management Syseam.

Thirty-cwo major commercial species are aow managed under Individual

Transferable Quotas. Aftar neariy five years axperience with the QMS, it is time
- cake stock of the resulrs of that bold innavation.

Wich chis in mind, the Ministry of Agriculeure and Fisheries commissioned
De Peter Pearse, an intemarionally recognised expert in natural resources
managemen, to ceview independendy the current state of our fisheries manage-
menc and to highlight opporrunities for improvemene. '

Thkrepo«habmmcmﬂablejunalhzumom@duindcpcndm
teview of all fisherics legislacion presendy sdministared by MAE. One of the
main challenges of the review is o £t the complex issues of fisheries manage-
mene into 2 consistent legal frameworle.

In chis repore, Dr Pearse provides 2 coherent overview of how fishesies
policies mighe progress. Thae vision should; a¢ the very least, provide 2 usefil
reference point on which discussion can focus. I beljeve the aurrent debate of
conservation, commercial, recrezdonal and Mzori issues in fisheries manage-
menewill benefic by having “Building on Progress” asa common santing poin.

-t

Hon D L K&dd
Minister of Fisheries
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Prerace

New Zaland embarked on 3 fundamenci rform of fisheries policy in the mid.

..1980s. Theingumﬁngyeuhzvebem:mof:hcmappm:h. Iz is now
dmelyw w@mdxesym.wapprﬁseinmmd&ﬂmmdwidcadﬁr
opportunities for improvemenr. -

Laze in 1990, the Minisry of Agricuinure and Fisheries invited me to assess
New Zealand's experiment in fisheries managemenr. My tarms of reference
sipulared chag my assessment should be i e, thae | should consule
with interested parties, and char I should identify opporrunisies for future
policy development. This reporr documents my canciusions and suggestions,

| must emphasise, ax the ousses, that [ have carried out my review with ail the
advaneages and disadvantages of an exzernal obsecver, My decachment from
both government and private inrerests has engbled me to take 2 broad view of
the regulacory systern, unencumbered by involvement in che stresyes and serains
within the fishing community, Howeves, itleaves mewith limiced appreciation
of New Zealand'’s fisheries resources, the complexities of mansging them, the
wbddeemawzﬁ'smadmmd&cwcfw
groups. Maceover, my investigarions were limited o 2 few weeks-of consulea-
don, study and avel in New Zezland. My observations are therefore tenaarive
— intended to suggest possibilities for further discussion racher than frm

- 1 do nee actemp, in dhis shore report; w0 document che historieal evears

laading up.co the present management system, or e describe it ins details chese

are well documented esewhere (see “References® ac the end of this repore).
_ Iumd.lmmdixe:dy:omdxepoﬁcy&mmckai:mmday. ics
major shortcomings as [ ses dhem, and the opportusiities for improviag it. |
confine my commentary to a broad averview of the system, md.malong-tfm
pemspestive on pelicy development. Thus! deliberately leave aside much of the
operational demil of the regulatary system, 20d many immediate sdminisera-
tive problems. Finally, I do not arempe 1o deal with cerrain marters on which
[am not comperent to offer usefisl advice: the most importanc of these ase New
Zealand's arrangemens with ocher nations, and the whole question of Maori
" ) )

While I was carrying out my review, the Minister of Fisheries appointed 2a
independenc rask force to assist in the formulation of new fisheries legislacion.
Thar group is expeered to underrake 2 much more thorough and denailed
investigation of those issues which I have been able to examine only superfi-
cially. .

In che following pages I refer co views held by those involved in fishing and
in the administracion of fisheries. This is based on my consuleacions, which
were mosdy with spokespersons for the main interest groups concarned wich
New Zealand’s ocean fisheries: the fishing indusery, recrezcional and Maori

| -



| Wbaemdatbemwbmqbz’;w@nq"
29 ensure sustainable ecosystems. *

Dexid Thom, Chairman
Comseraazion Asatorisy

Myhvudpﬁaubaeﬁmdamddﬁnm&cmmmmdadvial
m&mmvmumn,myaqm mee with open,

Impaﬁnﬂadyhdebﬂmoﬁdakofﬁmiﬁyofwmmd
Fisheries whose helpfulness in providing informacion, Sty indd -
ﬁommﬁemypmjeumwgmdwhmmpponmdhmpiﬂl&ym
myviﬁtmNaZuhndbcthpmduc&vczndplaam. . .
Ash:yt:poncphinslvichchahnd’sqma-mmﬁgmuymzs
3 promising first step. Indeed, it has made New Zealand che world leder in
fisheri

Petér H. Pearse CM,
Wellingzon: July 1991
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Craarra 1

INTRODUCTION

Fishing nadons around the world are searching for
berter ways to manage their resouscas, The reason
is simply thar waditional management systems
have faiied t0 maineain healchy fish stocks, or w0
susain prosperous fishing industries. Recreational
and subsiszence fishing have suffered also. In both
easere and western nations. in developed and
developing cconomies alike, fisheries have besn
charscrerised by depressed resousces, overexpanded
fishing fcers. low incomes to fishermen. heavy
dependence on governmencal suppore and reguia-
tion. and conflict among fishing groups.

Wich ever-inézeasing pressures on fish stocks,
and growing public demands foe sustainable devel-
opment of namural resources, traditional manage-
ment ragimes are proving to be inadequate.

“Prople say you can's turn the clock
back. I agres, but you can reses the
clock.”

| Hon Masin Rse

In the search for new approaches to fisheries
management, New Zzaland has been the world’s

leading innovator. Other fishing nations have .

watched with keen incerest as New Zeaaland aban-
doned centuries-old tradicions of free-for-all com-
pedtive fishing by issuing to each fisher 2 right to
tzke 2 defined quota or share of the available cacch.
This quora management system, introduced in the
1980s, has become the dominans feacure of New
Zzaland's fisheries policy. A number of ‘other na-
tions have recendy initiaced regulacory experi-
"ments following New Zealand’s experience.

The quora managemenc syscem has produced
nocable benefits but. as must be expected of such a
fundamencal policy change. it has also given rise co
new problems. After five years’ experiencewith the
new system. it is time to review che experiment.

.Thi:.repor: presents an issexssment, from the
viewpoint of 2n exernal observer, of New Zea-

- land’s current fisheries policy. It kes che form of

2 broad overview, concentraring og the basic ob.
jectives of fisheries pelicy, the essential structural
and 2dminisrative framewerk for implemenring
i, and che opporrunities for improving ie.

Palicy Objectives

In assessing 2ny public policy it is helpful, at the
outset, to dleacly idencify ics objectives. Exczpr for
cerain elemens of fisheries policy, norbly recres.
tonal and Maori fishing ind management plaa-
ning, the objectives of fisheries policy in. New
Zzaland have not been articulaced in any official
way. Howeves, che available documentation sug-

. gests thag it is reasonable 0 assume thas

inciude the following: :

* To conserve the natural resources, to ensure
thae cheir use and development is sustain-
able, and o mainwin chediversicy and ineeg-
rity of ecosystems. -

* Toallocateacsesso fish resources, fairly and
equitably amongcompeting usersand groups
of users,’ _

¢ Toensurea high level of economic etficiency
in commercial uses of fish. .

To these primary goals, addicional objectives
becasne relevan ro ensure the long-term effective.
ness of the policy framework, especially:

* To accomnrodate changing economig con-
dicions and public preferences: and o en-
courage response to opportusities in re-
source cement and new technology.

* To ensure efficiency and effectiveness in

~ public administration.

In che following pages I try ¢o evaluace present
fisheries managemenc arrangemencs wich refer-
ence to these objectivas, and my proposals are
aimed 2t advancing them. '
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"No sort of scienzific reaching, no
#ind of common inzerest, will ever
‘teach men 1o share propersy and
privileges wizh equal considerarion
-share too small and. they will be
atways envying, complaining and
azzacking one another. "
| Budor Dacoemiy
The Brockers Kacarmmzav

! urn first to an appraisai of progress, so &r, in

the shift coward 2 new managemest approach .

based on property righes and econamic inceatives.,

This points © eppormnities for improvemenes -

whi&ldkmhmmum

&qmwmwm.

terms and conditions of quota rights, and harme-
nizing ocher pares of the policy framework with the
new system.,
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THE QUOTA MANAGEMENT EXPERIMENT

Until recandy, New Zealand’s fisheries manage-
ment regime was broadly similac to that of other
" fishing nacions. Anyone who wanted o fish could
dosomopencompennonmdlodmu. When
fishing pressure became excassive, governmenss
wied © pm:hesmck: by restricting fishing
gear. dlosing fishing arezs, shorcening fishing ses-
sons and imposing othet concrols on fishing.
Methods wese aiso devised to protece one fishing
group from anocher, As demaadson fish resouress
grew, govemments were degwn ever more deeply
:ntomzmgngsxodnandyxdds.pmibmgﬁsh«
ing technology and fishing methods, allocaring
carches and resolving conflicss.

In New Zealand, as elsewhere, the weaknesses of
this regulacory approach to managing fisheries
became increasingly evidene Fishing
panded well beyond the capacity needed o harvest
the available cacch, effores w0 consrain fishi
pressure failed to protecr stodls from
fishermen’s incomes often declined, conflices
wl often found themselveson 2 treadmill
of regulacacy design and enforcement. -

Dusing the 1970s, New Zealand, like many
od:«ﬁshxngmommd:cdcvdopedwodd.be-
gan to lock for ways of controlling che growth of
fishing effort. Bur in the face of developing tech-
nology, and che conflicting incencives of ishermen
and vessel owners, these actempres mee with mixed

SUCCESS.

Introduction of Quota Management

In the 1980s, after New Zealand exvended iex
authority over fishing 200 miles seaward, and
extensive new stocks were discoveted, 2 new regu-
lasory scheme was incroduced thae involved a fun-
damenta.l break with the traditional regulatory
approach. Instead of i nssumg licenses to fish and to
_“catch as ach can”, commerdial fishing enter-
" prises were allocated individual quocas represent-

flees =- -

fishing
deplerion, -

mgsha:esofthemuidlcwzbbcu:hma&hey

This is the quota managemene system, which hag
become the comerstane of fisheries policy in New
Zeland,

Individual Transferable Quotas
(ITQs), firsety for the despwazer
[isheries and subsequently for the
ies, New Zealand w0k a revolu-
iss fisheries.”

ey Dnlom
NZ Ficdsing Induicry Board

The quoa management system is intended
eliminare the rush for the fish, the destrucive
compedtion forthelimited available carch, and the
wasteful over-expansion of fishing apacity. Quo-
tas were made divisible and eransfecable, so thae
fishing enterprises could adjuse their holdings w
their needs and organise more efficienc operations.
It was expected thac che new system would f&dili-
tare of fish resources and reduce the
burden oa regula:oty coneel of fishing: Moare
fundamentally, it reprsumd an areempe to im-
preve the economic performance- of the fishing
industry, in addition to the traditional ob;eawe of
protecting che stocks. .

"Thequoa m: tsymtnvm introduced
firse in the offshore fisheries and subsequendy
many of the oldes, more complex inshore fisheries.
Today it applies to 32 species in 10 mamgemeu:
areas.

Since its incraduction, the quora manzgemen:
system has  given rise toavme:yofproblemsand
contraversies over such things as adjustments in

|
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the woeal allowable exxch, incidencal carches (e by . -

emmeneal officials !m— agreed thar the quorz man-
gement system has proven 0 be 2 progressive
innovation in fsheries policy, Noﬂﬁgh_mnding
many eriticisms of the way ic has been incroduced
and administered, no-one with whom ! consuited
argued tha it should be abandoned in favour of a
seun 1o regulated comperitive fishing,

This suppore for the quota system is consiseene
wi:hmymo&cvaﬁocéukhabeahaeﬁdd
in advancing the palicy ebjeceives idendfied in the
preceding chapter. Though many problems and
aggravations havearisen, it is easy 1o underestimace
che greater difficulties thac would almase cetrainly
prevail under the traditional system of undefined
tighes to fish,

The quota system can be crediced with improv-
ingthemanagementofstocks, reducing redundant
hshing capacity, alleviating eonflicts over the allo-

don of cacches, substantially improving the eco-
nomic terurns from fishing to boch the fishing

o |

cazehes) of nan-targer species, renal paymenrs for * sures on fisheries tanagers, s ps
most of which are discussed below. - '-.-_' Allin all the Quota Man gen
General Assessments z- === .Syem appears 10 be an Hficiens
- .. . =ff :means of comrolling commercial
Experience with the quota management sysrem is fisheries. There is evidence thar
now sufficient for these involved in fishing nd iss Mﬁfbﬂmmﬁem
regubﬁonmfomjudgmmabouicvalmasa . it, and there s guize a deal
insument of fisheries policy. My consuitations . . [} ‘“PPOTT , Soere &5 qusse )
wihin di fishing community and gavernmenei - #"‘-”P""’ﬁ'”"”‘_"g"’m
agendesim"retemledambmnﬁdmm-ﬁch - s00. "
mbeamm&edaﬁugaaﬂmnduﬁnu
e ' Weitengi Tribnnel
1 mquoumécbquqf. . '
. 2. Changes are urgensly needed 13 make the
V‘maﬂyevcyonel'cnnaﬂwd—monlythm v work beser.
#ho hold quoa rights bur aiso recreazio nai, Maoei, :

sions in the quoet syseem, o¢ in other dements of
the policy framework. Thus there is cansiderable
suppore for the review being undermken by the
wsk force on fisheries legitlacion, 2ad for the
consultative approach it will cake roward is work,

Inmymoﬁim’on.noo,mbmn&!:hzngsm
nceded. If the quocs managemenc syscem is oo be -

major improvements must be made to the quota
sysem iwself, and ¢ the regulatory framework
within which it is embedded. - : '

3. These who hold righss 12 fish shauld have
more responsibilisy for managing chem.

Aldhough proposals for policy changes vary
widely, I found significanc convergence of opinion
in favour of assigning greater responsibility foc
managing fisheries 20d fishing activity to these




who hold the righss o use che resourcss. The
concomirnmof this view are thaz users should bear
the costs of management and be accounezble for
aczions that impinge on other interests. =

Thisobsumionis.ine&c.anendomoé '

the idea chara syscem based on propesty righes, and
the economic incznrives thar accompany

can bean effective aiternative o increasing govern-
meacai reguladon. [t also implies thar che aew
approach has been 2doptad only parvially, leaving
scope for further development and improvement.

4. Envirommental concerns are not
wetl handled,

While che quoa system Ecilitaces the manage-
menc of fishing, ic depends on other procasses w0 -
identify and protece public interests that ate some-
dmes adverssly affeczed by fishing, Such impaces

"take many forms, such as dewimenal effecss of
fishing some stocks on die food supply of other
stocks. moreality of se2-birds and mammals caughe
up in fishing geas. damage te ocszn habitass and
impairmens of aesthetic values. These concems
often call for sensitive weighing of non-commer-
cial values against commercial values in detarmin.
ing allowable carch levels 2nd che rules of fishing.
The presene, uncerein, acrangements lack che
confidence of both environmental groups and the
fishing industry.

“In spite of its admirzed shove-

comings, the quota managmens

syseern is working and the estab-

lishmens of rradeable property

rights to harvess fish has had

positive consequences. "

Hon Dovglas Kodd
Minister of Fisheriey

Dirgcﬁom for Future Development

These geaeral findings will ace be ising to
nevertheless impartant, becuse they setve s the,
surtng poing for discussion abour further devel-
opment of fisheries policy, and point the direcrion
in which changes need 0 be made. They imply
thar the chailenge, today, is to make the quor
system work bereer. They imply also dhar this azn
be done by building on the cpacity of the quon
system to engage users in managing the resources,
and by improving the arrangements for taking
accoune of the eavironmenal impaces of fishing,

‘The fist of these focuses on the role of private

fishing incereszs, the seconid on the role of govesn-
ment, suggesting 2 need 1o re-examine and ration-
alise che respoasibilities of che two. This issue
underties many of the propasals in the remainder
of this repore. :
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ExTENSIONS OF THE Quota SysTem

Adopdon of che quora management system sig-
n:ﬂedabosicshi&iuﬁshcispdﬁcyfromar;g-
lazory 2pproach to one based on property righs,
Tncnewappm:hdiminnuthesingie-minded
competition for fish 2nd the waseefl over-invess.
chaims of individual fishers o the eatch 2re noc
defined. Instmad, ic provides usess with weil-
defined, securely-vested and valuable inceressy in
d:emdugiﬁngd:ﬁmnginmdvemdndop
eﬁdmﬁshingmmpm:ndmmpporzpod‘
long-term resourcs managemene. The benefits of
d:equousmde:i-ve&nmdm:aﬁgnmmof
fishers’ incentives, :

So far, however, the quoa sysceny has been
adopted only partially. Ificisto be developed asthe
Foundaﬁonofﬁshciapo&cydzeminingpps
in the system thould be closed.

“Managemens of resources muse
seek 1o balance social, culrural,
environmental and economic
coszs and benefits arising from
different uses.”

MAP Rherics
Nasienel Palicy fir Recreasional Ficking

During che past five years the quona manage.
ment system has been progressively applied o 32
of New Zealand’s most imporant commercial
species. Today, its applicadion remainsincomplete
in two imporrant respeers. One is that some fish-
eries cemain cucside the sysvam; the other is chac i
excludes recreacional fishing. Both of these defi-
ciencies impede efficient resource management
and orderly fisheries development.

Non-Quota Fisheries

Permits are now issued o fish more chaa 130
species which are not covered by the quota man-

s 1

sgement systam. Mast of these are noc yez heavily
exploited, but some are, 2nd some 2ce poteadiajly
highly praducrive. Iamymm:heueh:gdy
incidenrl, andinmaszssdmn'ﬁchcwiedge
abon:::hestochi:magn. The Miniszry's man-
agement conerol over these stoeks is weak.

Quomonsomespeda.humoﬁec.aggn-
VaIss pressures on those outside the syscem, Facing
well-defined limies on their cacches of quoe spe-
uaresTiczed opportuniries in non-quott species,
Thdrinc:aﬁve:odosoinharpenedcoasidgzbly
by the usual practice, whea Quot systems are

known practics of “fishing for quoa”, which
F fisheries for the pue-
pose of esablishing a claim on quotzs whea they
ars increduced. The resule is that n0a-quoes spe-
clesareoften poorly managed, and they aceb. ughe
into the quoa system only with difficulty.

In my opinion, che sooner the quoaa manage-
meat syseem is extended ¢o include all species, the
community, -

All or mose of the non-quots species should be
broughe under quom management
alearnacive, of dealing with them sequentially aver
cime, will aggravate distortions in fshing patterns
by shifting fishing effort from one excluded species
t0 the next. In che following chapeer I consider
ways of bringing new species under quora manage-
men withour the distortions associated with past
practices. _
Recreational Fisheries

The quota managemenc system has been adopeed,
so far, to commercial fisheries and ir has dearly
benefired and strengrhened commercial claims oa

fish resources.



-Recreational interess have been left behind, and -
seem 0 me to be unsatisficenrly provided for

within the present policy fremeworle.

"The implemenzasion of the Quo:a
Managemens Syszem has produced

anomalies we muss all address—- -

There has been no clear evidence of
allowance for recreational fishing

B0b Burraail, Previdess
NZ Rerexsional Fisiving Crunil

Recreadonal fishing is an importanc element in
the New Zealand lifestyle, with something like 2
third of the populacion going fishing every year. It
also generates considerable economie aetiviry. Its
demands on resources are highly focused on a few
species, such as snapper, kahawai and rock lobstes,
and in these fisheries they compete wich commer-

The Freheries Azz réquises the Minister to take
account of recreational incereszs in desermining
the cocal allowable cazeh to be allocated as quota to
commercial fishers. This provision, and relared
policy statements suggesting priority to non-com-
mercial fishing in some circumsrances, ace valued
by recreational fishing groups as pratecrion of their
- intereszs. Burin the long term chey ace likely o be
inadequare for several reasons:

* Theabsence of specific rights, and any form
of licensing, leaves a dearth of informacion
about cthe numbers of recreacional fishers
and their casches of fish. This is essenrial
informacion chat recreational fishing groups
need to promoce cheir incerests, and resource
managers need co manage recreacional fish-

* Commercial fishers’ quocas give them a
stronger legal claim on ‘the caxch, which is

_ likely o leave recreational fishers in 2 weake
position as cheir demands grow. Moreover,
récreational fishers are left with no means of

= increasing or adjusting their share of the
© catchs

* Recreadonal fshing is vulnerable to the
charge thae only commercial fishers conerib-
uce to the cost of fisheries management.

. Iﬁzddiﬁompmmgemiav:m-

‘donal fishers with no qualification to participace

with quota-holders in collective management pur-
suics of the kind [ propese later in this repore

Ultimarely, the solution is 2o make recreational
fishing congruene with the quoa )

- management
-system, by allocating the recreational share as -

plicit quoes. The quora assigned to recrearional
fishers could be held on cheir behalf by caneral or
local goverament, though [ suspect chat new ar-
ganisxzions based on fisheries management aress,
and modelled on Fish and Game Councils, would

- beable to organise and advance recrmacional inter-

ess most effectively. Recreational catches can be
monitored by means of periodic susveys.

"Recreasional fishing is a
' cherithed, tradizional aczivisy
making & consribution o the
social and economical well-being
of New Zealand. "
NZ Recreezienal Fishing Cowncil

This proposal is controversial, It is widely sup-

. ported by those responsible for fisheries manage-

mene, bue it is resisced by many recreztional fishers
who percsive it as an unwarranced incerference
with the traditional freedom to fish in the sez
withoue charge or reseriction, and who insist thae
recreational demands should always be accomme-
dated first, before commercial cacch levels ace
determined. The benefics of an explicic recrea-

BE



tional quota, in terms of 2 more secure share of the
1o yet acknowledged by many recreacional fich.
ers, though [ have no doube thar, with time, they
will be incezsingly recognised. )
Maori Interests _.. -’
TheGovernmenr's fresdom wallocare quora rights
in the facz of Maod elaims of ownership has been
2 subject of protracted and complicar=d licigarion.
court rulings and findings of the Waitangi Tribu-
nal. At presenr, injuncdons restice :h:diove:;
ment from applying the quoea system to additia
Mac:imax:widubepxwa&m.ﬁhﬂomnd-.
ing issues are sertled, exxension of the quota syseem
wiil be difficule, and 20y new quota allocationas will

reabably have to be temporary. However, final
: :ludono&bgimgo&faodmto:hﬁshey
will permit exzension of che quot syrem to the
remaining speeies, and the enmenchmene of the
tighes of Maoxi and other groups in permanent
quora allocadons, '

“We bave been making a noise
Jor years abowz gerving access 0
owr fish. Now the ball iz in our
cowrs and we had t3 do some-
thing. It is our duzy 10 find work
our young people so we are
laying the foundations for the
people 10 rake up the challenge.”.

Len Te Meana, Chairmen

Runaxge o Te Whanan

Thus, although much remains to be sercled, it
wars thae Maod interescs in commercial fishing
¢~ be well 2ccommodaced within the quoca sys-
tem. However, Maori rights to ke fish in cermin

o b

tradidonal ways &ll cusside che presenr quom
syseem. Some, bus et all of these madirional
dmndsonﬁshmds.mukcammofdong
with recreational interesey in ining che
amhamﬂ:bhmcom:'nlqma-hold:n.

Traditdonal righes ke several forms; and are
administered vadously by the Minisery and local
Maori eiders. Some of these might be more sadis.
&mrﬂyptovidadfotﬁ:nughqmdghu. Odh- -
ers, such ¢ taditional shellfish apeas, might be
bcwmg:hdasﬁg,hamdeﬁnedmalong .
the lines of the reserves provided for under the
Maori Fisheries Acs ot the leases discussed lager in
this repore. Such alternacives ean provide more
mﬁq.mdpemkmdiﬁnnddgh:mbem?
nised.inmysdmmbmrmedmd:epmp-
erty righes approsch to fisheries management.
Where they cannot be more explicitly defined.
d:qshoddbemghddongwithmm-
tal constraines in the conservadon prescripdons
proposed in Chaprer §, .

Non-Consumptive Interests

It has been suggested thar non~consumprive inter-
estsin fish could be provided for through thequora
System as well. These interests include the intrinsic
value of preserving narure, biodivessizy, and the
incegrity of ecosymems. The suggestion is thar
those who seek to protecs these values could do so
through the quoca symam, by purchasing and not
exezcising rights to exploiz fish stocks. One benefie
is that che cose of withholding - resources. from
economic use would become apparent. -

However, I believe that environmental intecess
areso varied and diffuse thacthe Governmenc muse
take ultimate responsibility for them. | suggese
below thac chis should be done in the process of
prescribing conservacion objectives and ground-
rules for fisheries. This need no¢ preclude incerest
groups from going further and acquiring exploie-
tion rights from fishers. ,

’



CHaPtER 4

Terms oF QUOTA RIGHTS, RESTRICTIONS
AND CROWN CHARGES

The efecxiveness of the quD systam as 2 mecha-
aism for managing fishing depends on the charac-
teristics of the quoca tighss, the way they are
adminisrered and dhe restrictions on theirholders.
Experience suggeses that some of the presenc ar-
rangemenrs should be re-examined with 2 view
toward making the system work berrer.

Initial Allocations

The permanent quoca righes dlready issued presene
no further problems of alloczdon. However, I
suggested cariier thar species now ourside the quom
system should be broughe ineo lt.a.nddxa:the
merhod of doing this hitheres was diffi.
culdes. Most importandy, the method should be
altered o avoid the incenrive m “fish for quoa” in
znuc:panon of new quom fsherics.

It is helpful ro distinguish berweea non—quocz
species which are already being fished and those
thac are not. For the former, quotas can be ailo-
cased most expediently on the basis of the catch
histories of existing fishers. If chis is done quickly,
ic will foreszall further distortions of fishing efforr,
and at the same time respect expecrations. [FMaori
issues delay action, the problem would be allevi-
azed by an official declaration thac furure casches
wiil have no beating on new quoa allocacions, and

thar some other method, such as auctions, will be .

adopted henceforth.

Quocas for species yez to be fished can best be
aucrioned. The successful bidders will thus obeain
‘rights to specific percantages of whatever allowable
harvest of the species may be set in furure. This

would provide a simple ane-off process for resolv- -

ing access to these fisheries. [t would eliminare
“fishing for quota”™, give the quota-holders strong
incentives 1o develop the fisheries and to prove up

stocks in order to establish allowable harvest rates,

and it would provide. them with che means of

associadon to take on callestive manzgement re.
sponsibilities. In shert, it would ensure the orderty
development of resourcss which are 2ow u:ad-

¢quarely managed.

Term of Quota Rights

Mos:quounghuhavebmmedmd:me:mi
terms, but the Government recandy undertook

issueno more pc:mmmquonunnlm Mzon
concerns were resolved. Since then,

uonhubcznadopwdmmblemckiobs:czw be

brought inen the quoa system with quoes carry-
ing limited terms of 25 years.

You cannor make long rerm
investment decisions on the basis
of short term access 1o resources.”

NZ Biuising Induscry Asociesion Ine

~ Limited terms reduce the security and value of
fishing righes. They also reduce the incandve of
quoa-holders to conserve and enhanee stocks, and
t0 underemke long-term invesanents in the fishes.

ies, especiaily as che terms approach expiry. These

dmdmagﬁmnotlikdymbeoumughdby
any public benefix from periodic reallocarion of

term quoeas, espeaa.l.ly if the Gavernmeat main-

tains its opportunities to purchase and sell perma-
nent quota. Thus, as soon as the issue of Maon
entidement can be resolved, i will be advanez-
geous to resume the pracrice of issuing new quoas

with perpetual terms,
Proportionate Versus Specific Quota

Unal 1989, quotas wers denominated in specific
quancities of fish, usually in tonnes. [t was expected

thac the Gavernment would raise revenue by 2uc-

" ) .
p



tioning idditional quor as information 2bout
stocksacsumulaced and allowablecarchesinerensed.
and if reductions were necassary the Government
would purchase quoe back. However, when ir
bmdm:had:cpmdn:ﬁv&yofomgemughy
stocks had been significandy overestimared, the
case of effecting the needed reducrion in czeches by
purchasing quota was considered unmanagesble
(che idea of kesping revenues from quota salesina
teveiving fund for such purpases having been
rejected when the policy was atiginally designed).
To solve che problem, all quotas were changed w
pereentagesof the tocai allowsble catch, so thactocal
carches could be adjusted wichout fequiring che
Governmenz o incervenc asa buyer or seller in the

Perceneage quocs, as it is now administered, has
wo significant disadvancages over specific won-

ges. Oneis thacir is much less cermin and secare:
nence it is 2 less valuable property righe. The
secand is thae it purs the respoasibiticy for making
adjustments to allowable catches on the Govern-
ment, while the coss and benefits of adjustnenes
are borne by quota-holders. This division of re-
sponsibilides inevicably creates conflice.

On the oder hand. percentage quora can ad-
vanee the policy objective of engaging those who
hold fishing rights in the responsibilicies of re-
source managemenc. By assigning quoca-holders
defined shares not only in the current catch bue
also in all potential yields, percencage quors gives
them sero incentives to supporr good manage-
men:.m:.rschandenhancemm

In any event, percentage quocas are now widely
accepred. Accordingly, in Chaprer S, I suggese
arrangements to take advantage of the incentives of
" quota-holders o support tesoures management,
and ac the same time to alleviate che present

hotomy of responsibilities berween decision-
waking and cost-bearing,

12 I

Restrictions on Quota-Holiders

Quotz-holdess are restricred in che amount of
quom 2ny one may hold; generally to not more
than 3% percent of the el commercial quoa in
offshore fisheries and 20 percene in inshore fisher-
ies (chough the limix for rock lobszaris 10 perceat).
Another reseriction is thar quora-holders must be
citizens of New Zesland. (Corporations holding
quota must be ar least 75 pescent owned by New
Zealandery) '

Boch of these resmicrions taise issues of general
sconomic policy, exrending weil beyond fisherias
managemene, which I canoe deal wich in this
review, Hawaver [ an offer two commens. One
is char restricrions of any kind tend to lower che
vﬂucofquoﬂ.soithimpommmthuduy
are effective in their incended purpase. The pur-
pase of restricting the amount of quoa held is
apparentlyto procecssmall fishing enterprises from
Ia:gc.and:hepnrpcseofthcmicﬁononfordgn
holders is to maintain domenic contrel of the
fishery. Recent wends in the serucrure of the
fishing indusery suggese that the incended effect of
these resrictions has been limited and thar there
may be more effective means of achieving the

My second observadon is thac these restricrioas
bear on issues of geaeral cconomie palicy, having
to do with the concentradon of industry, and
foreign investment and conerol. Accordingcl[y. chey
would seem to be better deale wich, and more
consistently incorporated into economic policy,in
the Commerce Act tacher than in fisheries legisla-
tion.

Restrictions on Pledging Quota

Quotz-holders seeking to borrow money. face for-
midable obscacles in using quoca righes as collat-
eral. The Government cannot guaranceacheinteg-
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