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Errata
Amendment 80 EA/RIR/IRFA dated April 16, 2007
Secretarial Review Draft

The following tables and text are corrections for errors in the EA/RIR/IRFA analysis.
Bold and italics denote specific replaced text.

Replace the third paragraph on page 17 and Table ES-14 with the following:

In June 2006, the Council selected a variable apportionment schedule under Alternative 4, for
yellowfin that would be dependent upon the ITAC level for the preferred alternative. The variable
apportionment for yellowfin sole was selected in place of the threshold concept in Component 13.
Under a variable apportionment, for example, if the ITAC amount for yellowfin sole was 77,083
mt, then the allocation would be 93 percent. The allocation to the trawl limited access group
would be 7 percent. If the ITAC increased to 93,319 mt, the allocation to the H&G trawl CP
sector would be 93% of 87,500 mt plus 87.5 percent of 5,818 mt for a total of 86,466 mt, while
the allocation to the trawl limited access group would be 6,853 mt. An advantage of a variable
apportionment schedule with multiple apportionment percentages, over a single apportionment
percent change in Component 13, is increased flexibility in adjusting to changes in ITAC.
Historically, the mix of participants has shifted, as ITAC has increased or decreased. In periods of
high yellowfin sole ITAC, participants in the trawl limited access sector accounted for a larger
share of the harvest than when ITAC was significantly lower (see Table 1-4). Table ES-14
provides the yellowfin sole allocation schedule for Alternative 4 under different ITAC levels.

Table ES-14 Yellowfin sole allocation to the H&G trawl CP sector and the trawl limited access

group under different TAC levels for Alternative 4

TAC 100,000 | 110,000 | 120,000 | 130,000 | 140,000 | 150,000 | 160,000
CDQ allocation (10.7%) 10,700 11,770 12,840 13,910 14,980 16,050 17,120
ICA (assumed 5%) 4,465 4,912 5,358 5,805 6,251 6,698 7,144
ITAC 84,835 93,319 | 101,802 | 110,286 | 118,769 | 127,253 | 135,736
Non-threshold Trawl limited
access allocation 5,938 6,853 8,287 10,258 12,788 15,839 19,232
Non-threshold Non-AFA
Trawl CP sector allocation 78,897 86,466 93,515 | 100,028 | 105,981 | 111,414 | 116,504
Replace Table ES-15 on page 18 with the following:
Table ES-15 Halibut PSC allocation to the H&G trawl CP sector and trawl limited access group
and halibut PSC savings under Alternative 4 during the first six years.
Year 1 Year 2 Year 3* Year 4 Year 5 Year 6
H&G trawl CP sector 2,525 2,475 2,425 2,375 2,325 2,325
Trawl limited access group 875 875 875 875 875 875
Halibut PSC Savings 0 50 50 100 150 150

During the year 3, the 50 mt PSC reduction for the H&G trawl CP sector would

be allocated to CDQ program




Replace the first paragraph under the heading “Yellowfin Sole Threshold” on page
123 and replace Table 1-26 with the following:

Under Alternatives 2 and 3, when ITAC exceeds a specific threshold, yellowfin sole will be
distributed differently than under the primary allocation formula. For Alternative 4, the Council
elected in June 2006, not to include the yellowfin sole threshold option, but instead designed a
variable apportionment schedule that would be dependent on the ITAC level. For example, given
the 2005 ITAC for yellowfin sole of 77,083 mt, the allocation would have been 93 percent during
2005, or 71,687 mt. The allocation to the trawl limited access group would have been 7 percent
(5,396 mt). If the ITAC increased to 93,319 mt, the allocation to the H&G trawl CP sector
would be 93% of 87,500 mt plus 87.5 percent of 5,818 mt for a total of 86,466 mt, while the
allocation to the trawl limited access group would be 6,853 mt. Table 1-26 provides yellowfin
sole allocation amounts for Alternative 4 under different ITAC levels.

Table 1-26  Yellowfin sole allocation to the H&G trawl CP sector and the trawl limited access group
under different TAC levels for Alternative 4

TAC 100,000 | 110,000 | 120,000 | 130,000 | 140,000 | 150,000 | 160,000
CDQ allocation (10.7%) 10,700 11,770 12,840 13,910 14,980 16,050 17,120
ICA (assumed 5%) 4,465 4,912 5,358 5,805 6,251 6,698 7,144
ITAC 84,835 93,319 | 101,802 | 110,286 | 118,769 | 127,253 | 135,736
Non-threshold Trawl limited

access allocation 5,938 6,853 8,287 10,258 12,788 15,839 19,232
Non-threshold Non-AFA

Trawl CP sector allocation 78,897 86,466 93,515 | 100,028 | 105,981 | 111,414 | 116,504

Replace Table 1-31 on page 128 with the following:

Table 1-31  Halibut PSC allocation to the H&G trawl CP sector and trawl limited access group and
halibut PSC savings under Alternative 4 during the first six years.
Year 1 Year 2 Year 3* Year 4 Year 5 Year 6
H&G trawl CP sector 2,525 2,475 2,425 2,375 2,325
Trawl! limited access group 875 875 875 875 875
Halibut PSC Savings 0 50 50 100 150

During the year 3, the 50 mt PSC reduction for the H&G trawl CP sector would
be allocated to CDQ program
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BSAI Groundfish Amendment 80 Executive Summary

EXECUTIVE SUMMARY

The North Pacific Fishery Management Council (Council) has long recognized the need to reduce
bycatch, minimize waste, and improve utilization of fish resources to the extent practicable in order to
provide the maximum benefit to present generations of fishermen, associated fishing industry sectors,
communities, and the Nation as a whole. Since at least 1995, the Non-American Fisheries Act Trawl
Catcher Processor sector, often referred to as the Head and Gut (H&G trawl CP) sector has had the
highest discard rate in the Bering Sea and Aleutian Islands (BSAI) groundfish fisheries. Although the
overall retention level in that sector has increased in the last decade, it is still well below other BSAI
sectors. The H&G trawl CP sector primarily participates in multi-species fisheries that operates under a
management regime that results in a “race for fish”, wherein vessels attempt to maximize their harvest in
as little time as possible, in order to claim a larger share of the available quota. Because vessels are
competing with each other for shares of a common quota, an individual vessel may be penalized for
undertaking actions to reduce unwanted incidental catch, such as searching for cleaner fishing grounds.
To provide the sector with a tool to increase economic efficiency, while reducing incidental catch and
minimizing waste, the Council in October 2002, initiated Amendment 80, an action that would eliminate
the race for fish among members of the sector that agreed to join an Amendment 80 cooperative.

Amendment 80 would provide specific groundfish allocations to H&G trawl CP sector and allow the
formation of cooperatives. Sector allocations and associated cooperatives would allow participants to
focus less on harvest rate maximization and more on optimizing their harvest. This, in turn, could allow a
reduction in unwanted incidental catch, improve retention, and improve utilization, and improve the
economic health of the H&G trawl CP sector. Each of these outcomes addresses a specific element of the
Amendment 80 problem statement.

Four alternatives are considered to compare the impacts of the proposed program components, Alternative
1 is the requisite No Action (i.e. status quo) alternative, Alternatives 2 and 4 would allow for the
formation of multiple cooperatives, and Alternative 3 provides for a single cooperatives. The alternatives
evaluated in this analysis are summarized in the table below.
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BSAI Groundfish Amendment 80

Table ES -1 Comparison of the Alternatives for the H&G trawl CP sector

Alternative 1
(Status Quo)

Alternative 2

Alternative 3

Alternative 4
(Preferred)

Primary Target None Yellowfin sole, rock sole, flathead |Yellowfin sole, rock sole, flathead |Yellowfin sole, rock sole, flathead
Species to be sole, Atka mackerel, Aleutian sole, Atka mackerel, Aleutian sole, Atka mackerel, Aleutian
Allocated Islands Pacific Ocean perch Islands Pacific Ocean perch Islands Pacific Ocean perch
Allocation to None Allocation: H&G trawl CP sector’s |Allocation: H&G trawl CP sector’s |Allocation: rock sole 100%, flathead

Sector

retained catch over all retained
catch, 1998-2002

Management: hard cap

Yellowfin sole: all yellowfin sole
in excess of 125,000 mt
threshold to be divided 30% to
sector and 70% to other trawl;
rollover to the H&G trawl CP
sector; no AFA yellowfin sole
sideboards for yellowfin sole
threshold fishery

retained catch over all total
catch, 1995-2003

Management: soft cap; rollover to
sector

Yellowfin sole: all yellowfin sole
in excess of 100,000 mt
threshold to be divided 70% to
sector and 30% to other trawl;
rollover to the H&G trawl CP
sector; no AFA yellowfin
sideboards for yellowfin sole
threshold fishery

sole 100%, EAI/BS and CAI Atka
mackerel 98% reduced to 90% over
a 4-year period at 5% per year
starting in second year; WAI Atka
mackerel 100%; EAl and CAI Al
POP 95% reduced to 90% the
second year; WAI POP 98%;
yellowfin sole, 93% at ITAC <
87,500, 87.5% at ITAC > 87,500 <
102,500, 82% at ITAC > 95,000 <
102,500, 76.5% at ITAC > 102,500
< 110,000, 71% at ITAC > 110,000
< 117,500, 65.5% ITAC > 117,500 <
125,000, and 60% at ITAC >
125,000

Management: hard cap for sector and
an ICA for fixed gear sectors and
trawl limited access fishery; rollover
of allocated species, PSC, and ICA
to cooperatives only, halibut PSC
rollover discounted 5%, no AFA
sideboards for yellowfin sole when
ITAC is 125,000 mt or greater
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Alternative 1
(Status Quo)

Alternative 2

Alternative 3

Alternative 4
(Preferred)

Allocation of
Prohibited
Species

PSC allocated by target fishery
and shared among all trawl

vessels

Sector allowance based on
average historic PSC usage in
directed fishery for allocated
primary species plus Pacific
cod,1998-2002

Sector allowance based on:

a) average PSC usage, by
fishery, of all trawl in each PSC
fishery group for allocated
primary species plus Pacific
cod, 1995-2003

b) apply sector proportion as
determined above

¢) reduce by 5%

Halibut

H&G trawl CP sector: 2,525 with a 50
mt reduction per year for 4 years
starting the second year finishing at
2,325 mtin the 6" and subsequent
years; 50 mt reduction will stay in
water except the 3™ year were 50
mt reduction will be reallocated to
CDQ/PSQ reserve program

Trawl limited access group: 875 mt

Crab

H&G trawl CP sector: apportionment
amounts are 62.48% red king crab,
61.44% C. opilio, 52.64% for Zone 1
C. bairdi, and 29.59% for Zone 2 C.
bairdi; reduce crab PSC allocations
to 80% of apportionment amount
phased in at 5% per year starting in
second year

Trawl limited access group: sum of
combined AFA CV/CP sideboards

Sector Eligibility

Determined by Congress

Determined by Congress

Determined by Congress

Determined by Congress

Cooperative
formation

None

Threshold: 15% minimum of
eligible participants and must
be comprised of at least two
separate entities

Threshold: 67% minimum of
eligible vessels and must be
comprised of at least three
separate entities

Threshold: 30% minimum of eligible
vessels and LLP licenses from
eligible vessels and must be
comprised of at least three separate
entities
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Alternative 1
(Status Quo)

Alternative 2

Alternative 3

Alternative 4
(Preferred)

Cooperative None Allocation: based on retain catch |Allocation: based on total catch  |Allocation: based on total catch
allocation history, 1998-2002 history, 1995-2003 drop the 3 history, 1998-2004 drop the 2
lowest years of catch lowest years of catch
Atka mackerel: each vessel
receives historic catch for all Atka mackerel: each vessel Atka mackerel: each vessel receives
areas combined; vessels < 200’| receives historic catch for all historic catch for all areas
in length and having less than areas combined; vessels < 200°| combined; vessels < 200’ in length
2% of the sector’'s Atka in length and having less than and having less than 2% of the
mackerel history receive 2% of the sector’s Atka sector’s Atka mackerel history
allocation by area according to | mackerel history receive receive allocation by area
catch distribution in those allocation by area according to | according to catch distribution in
areas; remainder of the Atka catch distribution in those those areas; remainder of the Atka
mackerel allocated equally in areas; remainder of the Atka mackerel allocated equally in each
each area to vessels > 200’ mackerel allocated equally in area to vessels > 200’ length or
length or having more than 2% | each area to vessels > 200’ having more than 2% of the sector’s
of the sector’s Atka mackerel length or having more than 2% | Atka mackerel allocation
allocation of the sector’s Atka mackerel
allocation A qualified vessel that has not fished
A qualified vessel that has not after 1997 will receive an allocation
fished after 1997 will receive an|A qualified vessel that has not of no less than 0.5% for yellowfin
allocation of no less than 0.5% | fished after 1997 will receive an| sole, 0.5% for rock sole, and 0.1%
for yellowfin sole, 0.5% for rock | allocation of no less than 0.5% | for flathead sole
sole, and 0.1% for flathead sole| for yellowfin sole, 0.5% for rock
sole, and 0.1% for flathead sole
Excessive share |None No limit on consolidation No single person may hold no No single person may hold more than

limits

more than 50% of the catch
history of an allocated species

30% of the catch history of an
allocated species on an aggregate
basis, except that should an initial
allocation exceed 30%, it will be
grandfathered in.

No vessel may harvest more than

20% of the entire sector allocation;
initial allocation grandfathered

Secretarial Review Draft April 20, 2007




BSAI Groundfish Amendment 80

Executive Summary

Alternative 1
(Status Quo)

Alternative 2

Alternative 3

Alternative 4
(Preferred)

Sideboards None

Sector wide: established based
on participation in other
fisheries, 1998-2002; for GOA
halibut PSC based on usage by
area, 1998-2002; only vessels
that have GOA wide weekly
participation in the flatfish
fisheries over the threshold
during the qualifying period
would be eligible to participate
in the GOA flatfish fisheries

Within sector: established
between cooperative and non-
cooperative participants for
unallocated species

Sector wide: established based
on participation in other
fisheries, 1995-2003; for GOA
halibut PSC based usage by
area, 1995-2003

Within sector: established
between cooperative and non-
cooperative participants for
unallocated species

BSAI
none

GOA

1) eligible to participate in the GOA
flatfish fisheries based on 10 weeks
of participation in flatfish fishery
using 1998-2004

2) sector vessels that have fished
80% of their weeks in the GOA from
2000 to 2003 will be exempted from
GOA halibut sideboards and
prohibited from fishing for all other
sideboard species in GOA; exempt
vessels may lease their BSAI
Amendment 80 history

3) Gulf-wide halibut sideboards
calculated based on actual usage
for each target fishery within each
area for the H&G trawl CP sector
using 1998-2004

4) GOA pollock, Pacific cod, and
directed rockfish sideboards for the
H&G trawl CP sector based on
retained catch of the sector as a
percent of retain catch of all sectors
from 1998-2004 for each GOA area

5) CGOA rockfish demonstration
program takes precedence

6) sideboards apply to vessels and
LLPs used to generate harvest
shares

7) GOA rationalization program when
complete will supersede
Amendment 80 sideboards

8) Amendment 80 sideboards for PSC
and GOA are applicable to all
vessels and established as an
aggregate cap.

9) aggregate sideboard limits will be
established
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Alternative 1
(Status Quo)

Alternative 2

Alternative 3

Alternative 4
(Preferred)

cbQ

7.5% of groundfish and
prohibited species (except
herring) allocated to CDQ
multispecies fishery

10% of allocated species, plus
secondary species caught
incidentally in directed
fisheries, to CDQ multispecies
fishery; PSQ proportional to the
CDQ allocation (except halibut,
herring, and Chinook salmon)

15% of allocated species, plus
secondary species caught
incidentally in directed
fisheries, to CDQ multispecies
fishery; PSQ proportional to the
CDQ allocation (except halibut,
herring, and Chinook salmon)

10.7% of each BSAI species with
directed fisheries (in addition to
Pacific cod); 10.7% PSQ species
(except halibut, herring, and
Chinook salmon)

vi
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Regulatory Impact Review

Effects on Harvest Participant and Fishing Practices
Alternative 1: Status Quo/No Action

Maintaining the status quo is expected to result in the continuation of existing fishing practices and
patterns. Participants in the H&G trawl CP sector will likely continue to focus the majority of their
fishing effort on several flatfish species, Atka mackerel, Al Pacific Ocean perch and Pacific cod in the
BSAI Some vessels in the sector will also participate in GOA fisheries. Under this alternative, trawl
participants will continue to race for fish. Trawl fisheries will continue to be prematurely closed due to
halibut PSC allowances constraints. Sector discard rates will likely improve as a result of enhanced
fishing practices, driven by regulation and technology, but overall the retention rates will continue to lag
behind the rest of the BSAI sectors. Chief among the factors contributing to the improved retention rates
is the groundfish retention standard (GRS) action. Amendment 79 would phase in the GRS over a four-
year period, starting in 2008, at 65 percent. Over the subsequent four-year period, the GRS would
gradually increase, culminating at 85 percent retention in 2011. The action would only require H&G trawl
CP vessels < 125 ft. LOA to comply with the GRS. H&G trawl CP vessels less than 125 ft. LOA would
be exempt from the GRS. To monitor and enforce the GRS, sector vessels greater than or equal to 125’
LOA would be required to weight all catch on approved flow scales, and all hauls must be observed.
Many of the vessels in the impacted sector already have flow scales onboard, but several vessels need to
install the scales. Those vessels >125 ft. LOA would also be required to carry an extra observer. For those
vessels required to comply with the new regulations, GRS could reduce economic returns from fisheries
to members of the sector.

Alternative 2

Under Alternative 2, the allocation percentages to the H&G trawl CP sector are expected to be sufficient
to keep the sector’s groundfish catch levels about the same as their historic catch (see Table ES - 2).
However, the remaining portion of groundfish reserved for the general limited access fishery would be
substantially less than historic harvests and may disadvantage members of other sectors, particularly non-
AFA catcher vessels. The remaining amount of groundfish reserved for the trawl limited access fishery is
less than the combined AFA trawl CP and CV sideboards for each of the species. Between 1995 and
1997, vessels whose catch history was assigned to the AFA trawl CP and CV sectors participated in the
fisheries allocated to the H&G trawl CP sector in larger numbers.

Table ES -2 Allocations of Amendment 80 species under Alternative 2

Alternative 2
Allocated Species H&G trawl CP sector Trawl limited access fishery
Allocation percent Allocation percent
Atka mackerel 99.7% 0.3%
Flathead sole 96.8% 3.2%
Al POP 100% 0.0%
Rock sole 95.4% 4.6%
Yellowfin sole 88.5% 11.5%

Source: Data summarized from 1995-2004 NOAA Fisheries Weekly Production Reports.

Under this alternative, the yellowfin sole threshold program could provide the opportunity for the AFA
trawl CP and CV sectors and the Non-AFA trawl CV sector to expand their harvest of yellowfin sole in
periods when BSAI pollock TAC declines relative to yellowfin sole. In that circumstance, 30 percent of
the TAC over 125,000 mt would be assigned to the H&G trawl CP sector. The remaining 70 percent of
the TAC would be apportioned to the trawl vessels that are not a part of the H&G trawl CP sector.
Allocating 70 percent of the TAC, above the 125,000 mt level, would provide expanded harvesting
opportunities for these sectors. Table ES - 3 provides the yellowfin sole allocation to the H&G trawl CP
sector and the trawl limited access fishery, given different TAC levels.
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Table ES - 3 Yellowfin sole allocation to the H&G trawl CP sector and the trawl limited access fishery to
include threshold allocations under different TAC levels for Alternative 2.

TAC 125,000 | 140,000 | 150,000 | 160,000 | 170,000
CDQ allocation (10.7%) 13,375 14,980 16,050 17,120 18,190
ICA (Assumed 5%) 5,581 6,251 6,698 7,144 7,591
2005 ITAC 106,044 | 118,769 | 127,253 | 135,736 | 144,220
Non-threshold Trawl limited access allocation 12,195 13,658 14,375 14,375 14,375
Non-threshold Non-AFA Trawl CP Sector

allocation 93,849 | 105,111 | 110,624 | 110,624 | 110,624
Threshold allocation to trawl limited access 0 0 1,577 7,515 13,454
Threshold allocation to Non-AFA Trawl CP sector 0 0 676 3,221 5,766
Total allocation for trawl limited access 12,195 13,658 15,952 21,890 27,829
Total allocation for Non-AFA Trawl CP sector 93,849 | 105,111 | 111,300 | 113,845 | 116,390

File name: Allocation Table for Alternative 4.xIs

The PSC allocation to the H&G trawl CP sector under Alternative 2 would likely be sufficient to allow
the harvest of their entire allocation of groundfish. However, the remaining halibut PSC for all other
trawlers could be insufficient for harvest of the allocation of groundfish to the general limited access
fishery. Given the historical usage of halibut PSC from 1995 to 1998, there is the potential for the
remaining trawl sectors to fall short of the necessary halibut PSC needed to harvest the remaining
groundfish, if, for example, the Pacific cod TAC were to increase, relative to the pollock TAC. Table ES -
4 provides the PSC allocation under Alternative 2.

Table ES -4 PSC allocations for Alternative 2 based on PSC usage by the H&G trawl CP sector from 1998 to

2002
PSC Species Percent of PSC usage using average of
annual percents

Halibut 77.43%

Red king crab 90.37%

C. opilio 94.37%

Zone 1 C. bairdi 90.41%

Zone 2 C. bairdi 94.56%

Source: Amendment 80 database. At this time, only data for 2003 was available for halibut.

Under Alternative 2, PSC allowance would be allocated to the H&G trawl CP sector for use while
targeting their allocation of groundfish and any other non-allocated BSAI groundfish. PSC allowance
allocated to the sector will be further divided between the cooperatives and the non-cooperative pool.

Based on the eligibility requirements under this alternative, there appear to be 28 vessels that qualify for
the H&G trawl CP sector. Four vessels with trawl CP licenses failed to harvest and process the required
150 mt of BSAI groundfish with trawl gear and process that catch, between 1997 and 2002.

Under Alternative 2, 15 percent of the qualified vessels would be needed to form a cooperative. In
addition, at least three unique entities (using the 10 percent AFA rule) are required for cooperative
formation. Since under Alternative 2 there are likely to be 28 qualified vessels, if one assumes each of the
28 is independently owned and operated (i.e., a unique economic entity), at least four of these vessels
would be needed to form a cooperative. If, with the same caveat, each of the cooperatives had the
minimum required four qualified vessels, seven cooperatives could be formed in the H&G trawl CP
sector. This provision should help to ensure that each vessel is given the opportunity to join a cooperative.
It seems less likely that the “odd-person-out” would be worse off under this alternative, than Alternative
3’s cooperative structure, which allows only a single cooperative to form. Under this action, each
participant would have the option to join any of (up to) seven potential cooperatives, so each is more
likely to find a cooperative that would be compatible with their objectives. Participants who elect not to
join a cooperative would participate within the sector’s limited access fishery.
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Under Alternative 2, allocation of the primary species and PSC allowances between cooperatives and the
sector’s limited access fishery are based on the retained catch of the allocated species of the eligible
vessels for the years 1998-2002, respectively, with no years of catch history excluded. Since it is not
possible to determine which vessels will choice to join a cooperative, very little more can be said about
this TAC distribution.

Using retained catch during the years 1998-2002 (with no dropped years), the number of vessels that
would be below with minimum allocation for flathead sole (0.1 percent), rock sole (0.5 percent), and
yellowfin sole (0.5 percent) would be fewer than 3. Due to confidentiality requirements, a more detailed
description of the minimum allocation is not possible.

Unlike the other four allocated species, the allocation of Atka mackerel under Alternative 2 would be
based on total catch for the years 1998-2002. Under this alternative, vessels less than 200’ in length, and
having less than 2 percent of the sector’s Atka mackerel history, will receive 1.937 percent of the BSAI
Atka mackerel, of which 1.505 percent would come from EAI/BS and .432 percent would come from the
CALI. Applying these allocations to the 2005 TAC, the non-mackerel vessels would receive 12.6 percent
of the EAI/BS TAC and 0.8 percent of the CAI. After deducting the allocation to the non-mackerel
vessels, the remaining 98 percent of the BSAI Atka mackerel would be reserved for vessels greater than
200’ in length, or that have more than 2 percent of the sector’s Atka mackerel allocation.

Consolidation in the H&G trawl CP sector under Alternative 2 would not be constrained. There would be
no limit on the percentage of the H&G trawl CP sector allocation that an eligible participant can own or
use. In general, number of vessels in the fishery could be reduced to the minimum number need to harvest
the entire allocation. Cost savings associated with a more optimal fleet size is expected to increase the
producer surplus generated by the fleet, all else equal.

Alternative 2 would implement specific GOA harvest caps on the H&G trawl CP sector for the species
that are not allocated. Sideboard caps would be set using the sector’s retained catch of BSAI groundfish
species from 1998-2002, in all fisheries, relative to the retained catch of all vessels. Those percentages are
reported in Table ES - 5. Sideboard caps would not be established for BSAI species. GOA groundfish
harvests by the H&G trawl CP sector would be limited by requiring vessels to have fished 10 weeks
during the 1998-2002 period. The 13 vessels that fished more than 10 weeks in the GOA flatfish fisheries
during the qualifying period would be allowed to fish GOA flatfish without additional restrictions beyond
the current management measures. The other eight vessels that have historically fished flatfish in the
GOA, but had limited participation, would be prohibited from directed fishing for GOA flatfish in the
future.

Table ES -5 GOA sideboard estimates and average historic catch

Alternative 2
Species
Sideboard % 2005 ITAC (mt) Estimated Sideboard (mt)
Pollock
Pollock 610 0.3% 30,380 9N
Pollock 620 0.1% 34,404 34
Pollock 630 0.1% 18,718 19
Pollock 640 0.1% 1,688 2
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Alternative 2
Species
Sideboard % 2005 ITAC (mt) Estimated Sideboard (mt)
Central Gulf
Pacific Ocean Perch RDP 8,535 RDP
Pelagic Shelf Rockfish RDP 3,067 RDP
Northern Rockfish RDP 4,283 RDP
Pacific Cod 5.4% 25,086 1,355
Western Gulf
Pacific Ocean Perch 99.3% 2,567 2,549
Pelagic Shelf Rockfish 64.8% 377 244
Northern Rockfish 100.0% 808 808
Pacific Cod 2.0% 15,687 314
West Yakutat
Pacific Ocean Perch 94.5% 841 795
Pacific Cod 3.6% 0 0
Pelagic Shelf Rockfish 86.4% 211 182

Source: Sideboard percent was estimated using the retained catch of the 28 H&G trawl CP vessels (as estimated in the Council IR/IU and GOA
Rationalization data base) divided by the catch of all vessels in the GOA

Note: Only vessels with a sufficient number of weeks fished in GOA flatfish fisheries may participate in a directed flatfish fishery.

RDP - Indicates that species will be managed under the Rockfish Demonstration Program

Sideboards would also be set for GOA halibut PSC, based on actual usage relative to the other sectors
from 1998-2002. The tons and percentage of the GOA halibut PSC allotment to Deep and Shallow water

species groups are reported in Table ES - 6. The amounts of halibut estimated for Alternative 2 are less
than the fleet has traditional taken in the GOA.

Table ES - 6 GOA Trawl Halibut PSC Sideboard estimates (mt)
Quarter
1 | 2 | 3 | 4 | Total
Alternative Trawl Halibut PSC Allotment to Deep Water, by Quarter (mt)
Alt 2 50.94 228.05 243.29 60.84 583.12
(2.55%) (11.40%) (12.16%) (4.09%) (29.16%)
Percent of Trawl Halibut Allotment to Shallow Water by Quarter
Alt 2 18.75 43.68 43.59 58.03 164.05
(0.94%) (2.18%) (2.18%) (2.90%) (8.20%)

Source: NPFMC summary of NMFS weekly PSC reports.

Note: Data for 2004 was not included in this report. A trawl PSC allotment of 2,000 mt was assumed.

The H&G trawl CP sector should have the opportunity to harvest their historic percentages of BSAI
groundfish species, given the sideboard options selected. These caps do not give the sector the rights to
those fish, but instead are limits on their catch. Other sectors could legally harvest portions of the
sideboard limits before the H&G trawl CP sector catches them. Basing the caps on retained catch, results
in larger caps, in most cases, relative to using total catch.

Future GOA groundfish harvests cannot be predicted, without additional information on the number of
participants that will be allowed to fish in the future. The GOA PSC caps, however, should enable the
sector to harvest historic levels of groundfish. GOA halibut PSC catches were not assigned to a specific
area, since NMFS does not manage PSC by area in the GOA. Finally, the analysis assumes that any
catches by the sector under the Rockfish Pilot program would be deducted from the sideboard cap
amounts.

Given the Alternative 2 methods of calculating the BSAI sideboard caps, it is expected that the H&G
trawl CP sector could harvest their historic percentages of various fisheries and still provide sufficient
protection for other sectors. Insufficient information is available to make that determination for the GOA.
However, given that most fisheries in the GOA are closed due to halibut bycatch and not attainment of
TAC, the halibut PSC caps should provide adequate protection for most species.
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With regard to the meeting the GRS, H&G trawl CP sector participants would likely be better off under
Alternatives 2, than under Alternative 1. Under Alternative 2, sector participants that join a cooperative
can pool their individual annual GRS rates across the cooperative’s membership. Under Alternative 1, the
GRS would be enforced on a vessel by vessel basis. Under Alternative 2, vessels in a cooperative would
average their individual annual retention rates, which could help to reduce increased operation costs for
those vessels limited by the GRS. Overall, given the flexibility of this alternative, each cooperative will
minimize the cost of meeting the GRS to the extent possible.

Alternative 3

Under Alternative 3, the allocation of groundfish species and PSC species would be insufficient to
maintain the H&G trawl CP sector’s historic harvest levels (except, maybe, in the case of yellowfin sole).
In addition, large portions of the remaining Amendment 80 species would be directed to the general
limited access fishery where it would likely remain unharvested, without substantial increases in harvest
by participants in the fishery. The Non-AFA trawl CV sector has traditionally not harvested rock sole to
level allocated under this alternative. The alternative does include a provision to rollover any portion of
the general limited access fishery allocation that is projected to go unused by a given date. However, the
timing of some of the fisheries and lack of PSC quota that would be necessary to harvest the rollover
decrease the benefits relative to a direct allocation, as in Alternative 2. Table ES - 7 shows groundfish
allocation percentages for Alternative 3.

Table ES -7 Allocations of Amendment 80 species under Alternative 3
Alternative 3
General limited access
Allocated Species H&G trawl CP sector fishery
Allocation percent Allocation percent
Atka mackerel 84.3% 14.6%
Flathead sole 63.1% 37.4%
Al POP 85.4% 13.8%
Rock sole 37.0% 63.9%
Yellowfin sole 59.8% 42.1%

Source: Data summarized from 1995-2004 NOAA Fisheries Weekly Production Reports.

Under this alternative, relative to Alternative 2, the yellowfin sole threshold program would be less likely
to provide an opportunity for the AFA trawl CP and CV sectors and the Non-AFA trawl CV sector to
expand their harvest of yellowfin sole in periods when pollock TAC declines relative to yellowfin sole.
The primary reason is the allocation of the ITAC above the threshold would favor the H&G trawl CP
sector and would diminish the yellowfin sole allocation to the general limited access fishery when ITAC
exceeded the 100,000 mt threshold from 48 percent to 30 percent. Yellowfin sole ITAC above the
threshold would be distributed 70 percent to the H&G trawl CP sector and 30 percent to all other trawlers.
Constraining the success of the threshold program, under this alternative, is the lack of halibut PSC. Like
Alternative 2, this alternative does not include reallocation of halibut PSC as part of the rollover
provisions, so sectors will have to rely on their initial halibut allowance to harvest any groundfish that is
rolled over to them. Table ES - 8 provides the yellowfin sole allocation to the H&G trawl CP sector and
the trawl limited access fishery, given different TAC levels under Alternative 3.

Although it cannot be determined with any certainty, the PSC allocation percentages under this alternative
could result in an allocation to the H&G trawl CP sector that may be insufficient for harvesting their
entire allocation of the target species, if the sector cannot reduce its PSC catch rates substantially from
current levels. In contrast, the remaining portion of halibut PSC, reserved for all other trawlers, should be
sufficient to harvest the remaining portion of unallocated groundfish. Alternative 3 also includes a
reduction in the calculated PSC apportionments to the H&G trawl CP sector by an additional 5 percent.
Table ES - 9 provides the PSC allocation under Alternative 3.
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Like Alternative 2, 28 vessels appear to qualify for the H&G trawl CP sector. Four vessels with trawl CP
licenses failed to harvest the required 150 mt of BSAI groundfish with trawl gear and process that catch,
between 1997 and 2002.

Table ES - 8 Yellowfin sole allocation to the H&G trawl CP sector and the trawl limited access fishery to
include threshold allocations under different TAC levels for Alternative 3.

TAC 100,000 | 110,000 | 120,000 | 130,000 | 140,000
CDQ allocation (10.7%) 10,700 11,770 12,840 13,910 14,980
ICA (Assumed 5%) 4,465 4,912 5,358 5,805 6,251
2005 ITAC 84,835 93,319 | 101,802 | 110,286 | 118,769
Non-threshold Trawl limited access allocation 34,104 37,514 50,250 50,250 50,250
Non-threshold Non-AFA Trawl CP Sector

allocation 50,731 55,804 74,749 74,749 74,749
Threshold allocation to trawl limited access 0 0 541 3,086 5,631
Threshold allocation to Non-AFA Trawl CP sector 0 0 1,261 7,200 13,138
Total allocation for trawl limited access 34,104 37,514 50,790 53,335 55,880
Total allocation for Non-AFA Trawl CP sector 50,731 55,804 76,011 81,949 87,888

File name: Allocation Table for Alternative 4.xls

Table ES -9 PSC allocations for Alternative 3 based on percentages from allocated Amendment 80 species
multiplied by the total trawl PSC usage from 1995 to 2002

PSC Species Percent of PSC usage using average of annual
percents
Halibut 35.59%
Red king crab 34.98%
C. opilio 44.51%
Zone 1 C. bairdi 31.94%
Zone 2 C. bairdi 47.22%

Source: Amendment 80 database. At this time, only data for 2003 was available for halibut.

Under Alternative 3, PSC allowance would be allocated to the H&G trawl CP sector for use while
targeting their allocation of groundfish and any other non-allocated BSAI groundfish. PSC allowance
allocated to the sector will be further divided between the cooperatives and the non-cooperative pool.

To form a cooperative under this alternative, 67 percent of the eligible vessels would be required. If the
calculation is based on vessels, and 28 vessels are in the sector, then 18 vessels would be required to meet
the 67 percent threshold. Those qualified participants who elect not to join a cooperative would
participate outside the cooperative, but within the sector (sector limited access fishery).

Under Alternative 3, the allocation of the primary target species and PSC allowance between the
cooperative and the sector limited access fishery would be based on the total catch of the allocated species
to the eligible license holders included in each pool, for the years 1995 to 2003. Each license holder
would be required to drop its three lowest years of total catch for each of the allocated species. Given that
it is not possible to determine with certainty which vessels will join the cooperative, very little can be said
about the impacts of this alternative will have on the distribution of catch, other than it will vary
somewhat compared to Alternative 2.

Using total catch during the years 1995-2003, drop 3 years, the number of vessels that would be below the
minimum allocation for flathead sole (0.1 percent), rock sole (0.5 percent) and yellowfin sole (0.5
percent) would be zero.

The allocation of Atka mackerel under Alternative 3 would be based on total catch for the years 1995-
2003, drop 3 years. Under this alternative, vessels less than 200’ in length and having less than 2 percent
of the sector’s Atka mackerel history (non-mackerel vessels) will receive 3.48 percent of the BSAI Atka
mackerel of which 1.87 percent would be from the EAI/BS, 1.38 percent would be from the CAI, and .23
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percent from the WAI. Applying to the 2005 TAC, the non-mackerel vessels would receive 15.7 percent
of the EAI/BS TAC and 2.5 percent of the CAI TAC. After deducting the allocations to the non-mackerel
vessels, the remaining 97 percent of the BSAI Atka mackerel would be reserved for vessels greater than
200’ in length, or those having more than 2 percent of the sector’s Atka mackerel allocation.

Consolidation would be limited under Alternative 3. Although numbers of persons over the cap cannot be
reported for the Atka mackerel and Al POP fisheries, to protect confidential data, no companies are over
the cap for yellowfin sole, rock sole, and flathead sole. In general, the changes in the economic impacts of
a 50 percent cap versus no cap are small. In either case, the number of vessels in the fishery could be
reduced to the minimum number need to harvest the entire allocation, all else equal.

The sideboard caps under Alternative 3 would be based on the total catch of the H&G trawl CP sector
relative to the total catch of all sectors. Using total catch, as compared to retained catch, tends to reduce
the size of the sideboard caps for the H&G trawl CP sector. Smaller caps will reduce the revenue that the
H&G trawl CP sector can generate. However, they will provide more fish for other sectors to harvest.
Whether the other sectors will increase their participation and retention in fisheries other than Pacific cod
is unknown.

Sideboard caps will be set for both GOA groundfish and halibut fisheries under this alternative.
Groundfish sideboard caps will have the greatest impact on species that close due to the TAC being
harvested (see Table ES - 10, Table ES - 11, and Table ES - 12). These species are typically Pacific
Ocean perch, pelagic shelf rockfish, northern rockfish, and Pacific cod. Other species are typically closed
as a result of halibut PSC constraints.

Table ES - 10 GOA sideboard estimates and average historic catch

Species Alternative 3 Average Catch of H&G
Sideboard % Estimated Sideboard (mt) trawl CPs (95-03)
Pollock

Pollock 610 0.2% 61 120
Pollock 620 0.1% 34 100
Pollock 630 0.1% 19

Pollock 640 0.1% 2

Central Gulf

Arrowtooth Flounder 15.2% 3,795 7,750
Deep Water Flatfish 10.0% 335 252
Shallow Water Flatfish 2.9% 377 173
Flathead Sole 24.4% 1,222 369
Rex Sole 78.7% 5,777 2,317
Pacific Ocean Perch RDP RDP 4,179
Rougheye Rockfish 50.1% 279 495
Shortracker Rockfish 50.1% 162

Thornyhead Rockfish 39.1% 395 210
Pelagic Shelf Rockfish RDP RDP 1,620
Northern Rockfish RDP RDP 1,156
Other Rockfish 0.8% 2 233
Pacific Cod 4.0% 1,003 2,024
Sablefish 23.1% 335 524
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Species

Alternative 3

Sideboard %

Estimated Sideboard (mt)

Average Catch of H&G
trawl CPs (95-03)

Western Gulf

Arrowtooth Flounder 40.3% 3,224 4,218
Deep Water Flatfish 4.3% 14 9
Shallow Water Flatfish 39.7% 1,787 143
Flathead Sole 57.6% 1,152 314
Rex Sole 88.1% 1,480 572
Pacific Ocean Perch 85.0% 2,182 1,456
Rougheye Rockfish 63.5% 119 161
Shortracker Rockfish 63.5% 98
Thornyhead Rockfish 39.7% 163 116
Pelagic Shelf Rockfish 55.5% 209 135
Northern Rockfish 72.3% 584 443
Other Rockfish 4.8% 2 23
Pacific Cod 1.9% 298 553
Sablefish 41.1% 209 116
West Yakutat
Deep Water Flatfish 29.9% 634 34
Rex Sole 64.8% 868 35
Flathead Sole 46.6% 1,398 8
Shallow Water Flatfish 0.1% 2 0
Arrowtooth Flounder 73.0% 1,825 18
Sablefish 49.2% 151 80
Pacific Ocean Perch 93.5% 786 784
Other Rockfish 50.0% 65 20
Pelagic Shelf Rockfish 90.3% 191 116
Entire Gulf
Atka Mackerel 71.7% 430 178
Other Species 21% 291 853

Source: Sideboard percent was estimated using the retained catch of the 28 H&G trawl CP vessels (as estimated in the Council IR/IU and GOA
Rationalization data base) divided by the retained (Alt 2) or total (Alt 3) catch of all vessels in the GOA, as reported in the NOAA Fisheries catch
and bycatch reports (1995-2003).

Given that this alternative would decrease the H&G trawl CP sector’s halibut PSC cap relative to
Alternatives 2 and 4, the sector would be worse off under Alternative 3. Other participants in the GOA
fisheries would fair better under this alternative.

Table ES - 11 GOA Trawl Halibut PSC Sideboard estimates (mt)
Quarter
1 | 2 | 3 | 4 | Total
Alternative Trawl Halibut PSC Allotment to Deep Water, by Quarter (mt)

Alt 3 57.47 189.28 218.64 98.17 563.56

(2.87%) (9.46%) (10.93%) (4.91%) (28.18%)
Percent of Trawl Halibut Allotment to Shallow Water by Quarter

Alt 3 20.59 41.87 36.77 48.13 147.35

(1.03%) (2.09%) (1.84%) (2.41%) (7.37%)

Source: NPFMC summary of NMFS weekly PSC reports.

Note: Data for 2004 was not included in this report. A trawl PSC allotment of 2,000 mt was assumed.

BSAI sideboard caps are set only for Alternative 3. The sideboard amounts are shown in the table below.
The impact of excluding BSAI sideboard caps is expected to be relatively small. Implementing the caps
shown in the following table is expected to provide minimal amounts of protection for vessels outside the
H&G trawl CP sector.
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Table ES - 12 BSAI Sideboard estimates and average historic catch

Alt. 3 Average Catch of H&G

Species 2005 ITAC (mt) | Sideboard % Sicljzest?c?;?ée(dmt) trawl CPs (95-03)
Bering Sea
Other Rockfish 391 51.37% 201 138
Pacific Ocean Perch 1,190 11.46% 136 231
Sablefish (Trawl) 1,037 73.83% 766 221
Greenland Turbot 2,295 16.99% 390 1,077
Aleutian Islands
Other Rockfish 502 35.73% 179 315
Sablefish (Trawl) 557 62.61% 349 22
Greenland Turbot 680 19.38% 132 165
Bering Sea &
Aleutians
Arrowtooth Flounder 10,200 20.13% 2,053 9,351
Northern Rockfish 4,625 4.25% 197 4,026
Other Flatfish 2,975 11.90% 354 2138
Alaska Plaice 6,800 11.90% 809 ’
Other Species 24,650 2.25% 554 8,892
Pacific Cod - Trawl CP 44779 * * 25,257
Shortraker Rockfish 552 38.13% 210 368
Rougheye Rockfish 207 38.13% 79

Source: Sideboard percent was estimated using the retained catch of the 28 H&G trawl CP vessels (as estimated in the Council
IR/IU and GOA Rationalization data base) divided by the retained (Alt 2) or total (Alt 3) catch of all vessels in the BSAI, as
reported in the NOAA Fisheries catch and bycatch reports (1995-2003).

In meeting the GRS, H&G trawl CP sector participants would likely be better off under Alternatives 3
than under Alternative 1, but less so than under Alternatives 2 or 4. Under Alternative 3, sector
participants that join the cooperative can pool their annual vessel GRS rates across the cooperative. By
averaging individual vessel retention rates across the cooperative, this could help to reduce operation
costs for those vessels limited by the GRS. However, unlike Alternatives 2 and 4, which allow multiple
cooperatives to form, Alternative 3 would allow only one cooperative. As a result, there is a chance that
some members of the sector will not join the cooperative, thus reducing the potential benefits of GRS
pooling. Overall, participants in the cooperative will presumable seek to minimize their cost of meeting
the GRS to the extent possible.

Alternative 4

In June 2006, the Council selected preferred allocation percentages for the H&G trawl CP sector.
Allocation percentages selected were 100 percent of rock sole and 100 percent of flathead sole. For
yellowfin sole, the allocation percent is variable dependent upon the ITAC level. The allocation
percentages associated with ITAC level are presented below:

ITAC Allocation
< 87,500 93%

> 87,500 < 95,000 87.5%

> 95,000 <102,500 82%

> 102,500 < 110,000 76.5%
>110,000<117,500 71%

> 117,500 < 125,000 65.5%

> 125,000 60%

For Atka mackerel and Al POP, the Council selected an approach that would phase in the final allocation
percentages over a period of years. For Atka mackerel, that period would be four years, and for AI POP, it
would be two years. The allocation percentages for Atka mackerel would start at 98 percent for EAI/BS
and CAI and then be reduced 2 percent every year for four years, culminating at a 90 percent allocation.
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For WAI, the H&G trawl CP sector would be allocated 100 percent of the Atka mackerel. For EAI and
CAI Al POP, the allocation would start at 95 percent the first year and decrease to 90 percent the second
year. For WAL the allocation to the sector would be 98 percent.

Data in Table ES - 13 show the 2005 allocations to the H&G trawl CP sector and the trawl limited access
fishery for each of the allocated species under Alternative 4. Under this alternative, the allocations of
yellowfin sole, rock sole, and flathead sole are similar to the allocations under Alternative 2, in that the
allocations are expected to be sufficient to keep the H&G trawl CP sector’s groundfish catch levels about
the same as their historic catch. Atka mackerel and AI POP would be slightly less than Alternative 2 at
the end of the phase in reduction. The percentages used for the Atka mackerel and Al POP allocations in
the table are the final allocation percents. In reviewing the allocation amounts to the trawl limited access
fishery in this alternative, it is likely there would be insufficient amounts of Amendment 80 species for a
directed fishery with the exception of yellowfin sole. In general, this is indicative of the historical catch,
of the trawl limited access participants since before the implementation of the AFA in 1999.

Table ES -13  Allocations of Amendment 80 species under Alternative 4

Al POP Atka Mackerel
Yellowfin | Rock | Flathead
sole sole sole EAI CAl WAI | EAI/BS CAl WAI
2005 TAC 90,686 | 41,500 19,500 | 3,080 | 3,035 | 5,085 7,500 | 35,500 | 20,000
CDQ allocation
(10.7%) 9,703 4,441 2,087 330 325 544 803 3,799 2,140
Jig allocation (1% of
Atka mackerel for
EAI/BS) - - - - - - 68 - -
ICA (Assumed 5%) 4,049 1,853 871 138 136 227 332 1,585 893
2005 ITAC 76,933 | 35,207 16,543 | 2,613 | 2,575 | 4,314 6,299 | 30,116 | 16,967
Trawl limited access
allocation 5,385 1,056 331 261 257 0 630 3,012 339
Non-AFA Trawl CP
Sector allocation 71,548 | 34,150 16,212 | 2,352 | 2,317 | 4,314 5,669 | 27,105 | 16,628
AFA CV Sideboard 5,240 1,264 879 21 7 0 21 3 0
AFA CP Sideboard 18,626 1,371 627 55 3 18 0 3,646 3,572

Source: Data summarized from 1995-2004 NOAA Fisheries Weekly Production Reports.

File name: Allocation Table for Alternative 4.xls

The percentages used for the Atka mackerel and Al POP allocations are the final allocation percents

**The yellowfin sole allocation is variable depending on ITAC. The amount shown in this table is based on an ITAC amount of
76,933 mt.

Data in Table ES - 13 also provide CDQ allocation amounts under the preliminary preferred alternative,
AFA sideboard limits for the allocated species, and the ICA. The Council in April 2006, clarified that the
ICA is intended for both the fixed gear sectors and the trawl limited access fishery to account for
incidental catch. The Council also clarified that the ICA will be determined prior to allocations to the
H&G trawl CP sector and the trawl limited access fishery. The Council also clarified in April 2006 that
the sideboard limits for the AFA sectors would be determined after the CDQ allocations. Based on
clarification, it would appear that the sideboards would be ineffectual, since the sideboard is greater than
the allocation to the trawl limited access fisheries for most of the species. The only exception would be
the AI POP and EAI/BS Atka mackerel. In these cases, the sideboard is less than the allocation to the
trawl limited access fishery. The primary reason for the ineffectiveness of the sideboard limit under this
action is due to the AFA trawl CP sector receiving allocations of these species. One of the primary
purposes of the AFA sideboards was to prevent the AFA sectors from expanding beyond their historic
catch history in these fisheries and potentially harming the H&G trawl CP sector. For the non-AFA trawl
CP sector, this proposed action will provide a direct allocation to the qualified sector participants. For the
non-AFA trawl CV sector, these participants would be sharing the groundfish allocation to the trawl
limited access group. In those cases were the sideboard exceeds the trawl limited access allocation, the
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AFA trawl CV sector could harvest the entire allocation, thus providing no protection for the non-AFA
trawl CV sector. For the Amendment 80 species, this is likely not an issue given the non-AFA trawl CV
sector has very little history in these fisheries (see Table 1-18).

The Council, in June 2006, removed the AFA sideboard restrictions for yellowfin sole when the ITAC is
greater than 125,000 mt. The intent in doing so was to allow AFA sectors the potential to expand their
harvest of yellowfin sole, in periods of diminished availability of pollock. Currently, the AFA trawl CP
sector has a yellowfin sole sideboard limit of 23 percent, while the AFA trawl CV sector has a limit of
6.47 percent. Combined these two sector have a sideboard limit of 29.47 percent of the yellowfin sole
TAC. In periods when ITAC for yellowfin sole exceed 125,000 mt, the trawl limited access fishery will
be allocated yellowfin sole greater than the 29.47 percent sideboard limit. The AFA sideboards would
apply for allocations of yellowfin sole below 125,000 mt ITAC, thus protecting the other participants in
the trawl limited access group.

Alternative 4 includes a groundfish rollover provision, like Alternative 3, but also includes PSC rollovers.
Under this provision, NOAA Fisheries would review the fisheries for the purpose of rollovers of both
Amendment 80 species and PSC on May 1 and August 1.

In June 2006, the Council selected a variable apportionment schedule under Alternative 4, for yellowfin
that would be dependent upon the ITAC level for the preferred alternative. The variable apportionment
for yellowfin sole was selected in place of the threshold concept in Component 13. Under a variable
apportionment, for example, if the ITAC amount for yellowfin sole was 77,083 mt, then the allocation
would be 93 percent. The allocation to the trawl limited access group would be 7 percent. If the ITAC
increased to 120,000 mt, the allocation to the H&G trawl CP sector would 71 percent, while the allocation
to the trawl limited access group would be 29 percent. An advantage of a variable apportionment schedule
with multiple apportionment percentages, over a single apportionment percent change in Component 13,
is increased flexibility in adjusting to changes in ITAC. Historically, the mix of participants has shifted,
as ITAC has increased or decreased. In periods of high yellowfin sole ITAC, participants in the trawl
limited access sector accounted for a larger share of the harvest than when ITAC was significantly lower
(see Table 1-4). Table ES - 14 provides the yellowfin sole allocation schedule for Alternative 4 under
different ITAC levels.

Table ES - 14  Yellowfin sole allocation to the H&G trawl CP sector and the trawl limited access group
under different TAC levels for Alternative 4

TAC 100,000 | 110,000 | 120,000 | 130,000 | 140,000 | 150,000 | 160,000
CDQ allocation (10.7%) 10,700 11,770 12,840 13,910 14,980 16,050 17,120
ICA (Assumed 5%) 4,465 4,912 5,358 5,805 6,251 6,698 7,144
2005 ITAC 84,835 | 93,319 | 101,802 | 110,286 | 118,769 | 127,253 | 135,736
Non-threshold Trawl limited

access allocation 5,938 11,665 41,521 46,696 47,205 48,648 43,557
Non-threshold Non-AFA

Trawl CP Sector allocation 78,897 | 81,654 83,478 | 78,303 77,794 76,352 81,442

File name: Allocation Table for Alternative 4.xls

Under Alternative 4, the allocation of halibut PSC to the H&G trawl CP sector in the first year would be
2,525 mt. During the second year, the halibut PSC allocation to the H&G trawl CP sector would be 2,475
mt, while the third year allocation would be 2,425 mt. This incremental annaul 50 mt reduction in halibut
PSC would continue each year until the sixth year, at which point the allocation would remain at 2,325
mt. The allocation of halibut PSC to the trawl limited access group would be fixed at 875 mt. Table ES -
15 provides halibut PSC allocations to the H&G trawl CP sector and the trawl limited access group for
the first six years of the program. The table also provides projected halibut PSC savings during the same
period. Like Alternatives 2 and 3, there is the disadvantage that the PSC amounts are fixed in perpetuity.
This reduces the flexibility that may be necessary for both groups to harvest their allocations in the future
if TACs change significantly. Another disadvantage of this approach is the allocation does not adjust to
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changes in yellowfin sole allocation between the H&G trawl CP sector and trawl limited access sector.
Any increase of the yellowfin sole ITAC will result in higher allocations of yellowfin sole to the trawl
limited access group, but the group would still be limited to the 875 mt initially allocated.

Table ES -15  Halibut PSC allocation to the H&G trawl CP sector and trawl limited access group and

halibut PSC savings under Alternative 4 during the first six years.

Year 1 Year 2 Year 3* Year 4 Year 5 Year 6
H&G trawl CP sector 2,525 2,475 2,425 2,375 2,325 2,325
Trawl limited access group 825 825 825 825 825 825
Halibut PSC Savings 0 50 50 100 150 150

During the year 3, the 50 mt PSC reduction for the H&G trawl CP sector would
be allocated to CDQ program

The halibut PSC sideboard limits for AFA trawl CP and CV sectors would be fixed at the AFA halibut
PSC mortality limit for the 2006/2007 seasons. Table ES - 16 provides details on these halibut PSC
amounts. For the AFA CV sector, currently halibut PSC mortality caps are computed as a percentage of
the various target fishery amounts (based on historic target fishery harvests by AFA catcher vessels),
while the AFA CP sector halibut PSCs are computed as a percent of all target fisheries combined. The
distribution and magnitude of the halibut PSC allocation to the trawl limited access fisheries, however,
can be expected to change under Amendment 80. Allocations of both target species and halibut PSC for
the trawl limited access fishery will be reduced, because of the allocations to the H&G trawl CP sector.
Since the H&G trawl CP sector (a portion of the trawl fleet intended to be protected by sideboards)
receives exclusive allocations prior to apportionments of the PSC among target fisheries and the
application of the percents, continuing to compute the halibut PSC allotments using the existing process
would sharply reduce the halibut PSC amounts. To rectify this issue, the Council elected to fix the AFA
halibut PSC mortality amounts, in metric tons, at the level listed in the 2006/2007 NMFS reports. Based
on the calculations, it appears the sideboard for halibut PSC would be ineffectual since the sideboard is
greater than the allocation to the trawl limited access group. One of the reasons for the ineffectiveness of
the sideboard limit under this proposed action is due to the H&G trawl CP sector receiving an allocation
of halibut PSC. The primary purpose of the AFA sideboards was to prevent the AFA sectors from
expanding beyond their historic halibut PSC usage and potentially harming the non-AFA trawl sectors.
The amount of halibut PSC mortality in 2005 for the AFA trawl CV sector was 550 mt, while for the non-
AFA trawl CV sector it was 45 mt.

Table ES -16  AFA CP and CV halibut mortality amounts (mt) for 2006 and 2007
AFA Catcher Processor Sector
PSC (mt)
Halibut mortality 286
AFA Catcher Vessel Sector
Target Fishery Category PSC mortality (mt)

Pacific cod trawl 887
Yellowfin sole

January 20-April 1 30

April 1-May 21 22

May 21-July 5 6

July 5-December 31 43
Rock sole/flathead sole/other flatfish

January 20-April 1 127

April 1-July 5 47

July 5-December 31 47
Turbot/Arrowtooth/Sablefish 0
Rockfish (July 1-December 31) 2
Pollock/Atka mackerel/other species 5

Source: 2006 and 2007 NMFS Final Specifications
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For crab PSC under Alternative 4, the Council selected percentages based on results from the analysis
(see far right column in Table 1-76). The following are the crab PSC limits selected by the Council under
this alternative for the H&G trawl CP sector:

Red king crab 62.48%
C. opilio 61.44%
Zone 1 C. bairdi 52.64%
Zone 2 C. bairdi 29.59%

In addition, the crab PSC limit to the H&G trawl CP sector would be reduced to 80 percent of the initial
allocation. This reduction would be phased in gradually at 5 percent per year starting in the second year of
the program for a total of four years to phase in the PSC limit reduction.

Under Alternative 4, PSC allowance would be allocated to the H&G trawl CP sector for use while
targeting their allocation of groundfish and any other non-allocated BSAI groundfish. PSC allowance
allocated to the sector will be further divided between the cooperatives and the non-cooperative pool.

The preferred alternative provides for an allocation of crab PSC to the trawl limited access group equal to
the sum of the AFA CP and CV sideboards. Unlike AFA CP sideboards, which are calculated at the
overall available trawl PSC level, the AFA CV sideboards are calculated at the target species level. Using
the current method of calculating the AFA CV sideboard for determining the AFA CV sideboard
contribution to the allocation to the trawl limited access fishery is problematic. To rectify this issue, the
AFA CV would be determined based on the percentage of the total trawl PSC limit available to the AFA
CV historically under their sideboards. This amount is calculated as the sum of the AFA CV PSC
sideboard across all target fisheries divided by the total trawl PSC limit. Table ES - 17 provides AFA
trawl CP and CV crab PSC sideboard limits. Table ES - 18 provides crab PSC apportionment limits to the
trawl limited access group and the AFA trawl CP and CV crab PSC sideboard limits using 2005 crab PSC
limits. See 1.10.1 for more details on the AFA CV sideboard calculations.

Table ES - 17 AFA CP and CV crab PSC limits

PSC Crab Species AFA trawl CP AFA trawl CV
Red king crab 0.70% 29.90%
C. opilio 15.30% 16.80%
Zone 1 C. bairdi 14.00% 33.00%
Zone 2 C. bairdi 5.00% 18.60%

Table ES - 18 Allocation of crab PSC under Alternative 4

Red King Crab C. opilio Zone 1 C. bairdi Zone 2 C. bairdi
2005 crab PSC
Limit 182,225 4,494,569 906,500 2,747,250
CDQ allocation
(10.7%) 19,498 480,919 96,996 293,956
Remaining 2005
crab PSC limit 162,727 4,013,650 809,505 2,453,294
Trawl limited access
allocation 49,762 1,227,374 247,546 750,217
Non-AFA Trawl CP
sector allocation 101,672 2,507,729 505,778 1,532,818
AFA CV sideboard 48,623 1,199,279 241,880 733,044
AFA CP sideboard 114 2,810 567 1,717
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Based on the eligibility requirements under this alternative, 28 vessels appear to qualify for the H&G
trawl CP sector. Four vessels with trawl CP licenses failed to harvest the required 150 mt of BSAI
groundfish with trawl gear and process that catch, between 1997 and 2002.

Under Alternative 4, 30 percent of the eligible vessels would be needed to form a cooperative. In addition,
at least three unique entities are required for cooperative formation (using the 10 percent AFA rule). Since
under Alternative 4 there are likely to be 28 qualified vessels, at least eight vessels would be needed to
form a cooperative. If each of the cooperatives had the minimum required eight vessels, three
cooperatives could be formed in the H&G trawl CP sector.

For Alternative 4, the allocation of the Amendment 80 species and PSC allowance, between the
cooperatives and the sector’s limited access fishery, would be based on the total catch of the allocated
species, by cooperatives and the sector’s limited access pool using years 1998-2004, dropping the two
lowest annual aggregate catch years. Given that it is not possible to determine with certainty which
vessels will join a cooperative and which will not, very little can be said about the impacts this alternative
will have on the distribution of catch, other than it will vary somewhat compared to Alternatives 2 and 3.

Using total catch during the years 1998-2004 dropping 2 years, the number of vessels that would be
below the minimum allocation for flathead sole (0.1 percent), rock sole (0.5 percent), and yellowfin sole
(0.5 percent) would be fewer than 3. Similar to Alternative 2, confidentiality requirements limit the
amount information that can be released.

Atka mackerel allocation under Alternative 4 would be based on total catch for the years 1998-2004
dropping 2 years. Under this alternative, vessels less than 200’ in length, or having less than 2 percent of
the sector’s Atka mackerel history, will receive 6 percent of the BSAI Atka mackerel of which 4.6 percent
would come from EAI/BS, 1.2 percent would come from the CAl, and the remaining .2 percent would
come from the WAL Applying these allocations to the 2005 TAC, the non-mackerel vessels would
receive 38.6 percent of the EAI/BS TAC, 2.1 percent of the CAI TAC, and 0.6 percent of the WAI. After
deducting the allocation to the non-mackerel vessels, the remaining 94 percent of the BSAI Atka
mackerel would be reserved for vessels greater than 200 in length, or have more than 2 percent of the
sector’s BSAI Atka mackerel allocation.

Consolidation would be limited under Alternative 4. At least one company was over the 30 percent cap
under this alternative. To protect confidential data, the exact number of companies cannot be reported.
This information in general indicates that the sector can undergo some consolidation under this
alternative. Allowing the fleet to consolidate should enable the remaining companies to operate more
efficiently. Improvements will be due to the cost savings that result from retiring vessels that are the least
efficient, all else equal.

In addition to the ownership caps, the Council also included a 20 percent vessel use cap in Alternative 4.
A vessel use cap would limit the percentage of the H&G trawl CP sector’s allocation of the five species
that a vessel could harvest, ensuring that a minimum number of vessels remain in the fishery. At the 20
percent level no vessels would be impacted. While this does not indicate the number of vessels that would
be impacted by vessel use caps in the future, it does show that selecting a 20 percent use cap would allow
vessels to harvest their historic percentage of the sector’s catch. The alternative includes a grandfather
provision for those vessels that have harvested over the 20 percent cap. If a vessel is assigned an amount
of the sector’s allocation above the use cap, the vessel would be grandfathered to harvest the percentage
of the sector’s allocation equal to their initial allocation. However, these vessels would be unable to
harvest any portion of another vessel’s allocation, in addition to their own.

Limiting vessels to this harvest cap may prohibit some of the most economically efficient harvesters from
catching as much of the sector allocation as they could without use caps. Limiting their harvest may
restrict efficiency improvements. Requiring less efficient vessels to harvest more of the sector’s allocation
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will reduce net benefits to the Nation and could reduce the compensation vessels wishing to exit the
fishery will receive.

Sideboard limits within Alternative 4 would implement the program outlined in Table ES - 19. No
sideboard limits would be established for the BSAI. Any sideboard limits imposed in the GOA would
apply to the vessels in the H&G trawl CP sector, as well as the LLPs associated with those vessels. Table

ES - 20 provides GOA sideboard estimates and average historic catch for the H&G trawl CP sector.

Table ES - 19

Summary of sideboards for Alternative 4

Annual Sideboard Limit

All C/P Cooperatives

All C/P Limited Access

Catch limits ... See 12.4.4
Western GOA Pollock, Pacific
cod, POP, Pelagic Shelf, and
Northern Rockfish

Central GOA Pollock, Pacific
cod

West Yakutat Pollock, Pacific
cod, POP, and Pelagic Shelf
Rockfish.

All C/P Co-op vessels and LLP
associated with that vessel See
12.4.6 would be subject to a
sideboard limit in that area and
season

Sideboard limit cap (% set by Council
at time of motion) = % of TAC.

Co-op Sideboard limit = Catch
History of all Amendment 80 co-
operative vessels during 1998-2004

| Catch History of All Amendment 80
C/Ps during 1998-2004 x sideboard
limit cap.

Sideboard limits would be divided
among cooperatives based on the
amount of sideboard history assigned
to the vessels that join each
cooperative.

All C/P Non Co-op vessels and LLP
associated with that vessel See 12.4.6
would be subject to a sideboard limit
in that area and season

Sideboard limit cap (% set by Council
at time of motion) = % of TAC.

Limited Access Sideboard limit =

Catch History of all Amendment 80
limited access vessels during 1998-
2004 years

| Catch History of All Amendment 80
C/Ps during Component 10 years x
sideboard limit cap.

See 12.4.5 Central GOA POP,
Pelagic Shelf, and Northern
Rockfish

Does not apply as long as Rockfish
Pilot Program is in place, otherwise,
compute the CGOA rockfish
sideboard limit using the same
method as described above.

Does not apply as long as Rockfish
Pilot Program is in place, otherwise,
compute the CGOA rockfish sideboard
limit using the same method as
described above.
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See 12.4.3 Halibut mortality
limits ...

GOA-wide
(1) Shallow-water limit, &

(2) Deep-water limit

See Table ES-21 below:

All C/P Co-op vessels and LLP
associated with that vessel See
12.4.6 would be subject to a halibut
PSC limit for each seasonal trawl
apportionment for the two
complexes.

Seasonal apportionment already
set by Council in Table ES-21
below.

(1) Once the shallow-water cap is
met, all directed fishing for all species
in the shallow-water complex is

All C/P Non Co-op vessels and LLP
associated with that vessel See 12.4.6
would be subject to a halibut PSC limit
for each seasonal trawl apportionment
for the two complexes.

Seasonal apportionment already
set by Council in Table ES-21
below.

(1) Once the shallow-water cap is met,
all directed fishing for all species in the
shallow-water complex is closed in the
GOA;

closed in the GOA;

(2) Once the deep-water cap is met,
all directed fishing for all species in
the deep-water complex is closed in
the GOA

(2) Once the deep-water cap is met,
all directed fishing for all species in the
deep-water complex is closed in the
GOA.

Inferred from See 12.4.1
Prohibited Directed Flatfish
Fishing ...

All directed GOA flatfish
fisheries

If a vessel gave rise to an LLP with catch history of less than or equal to 10
weeks in directed flatfish fishing in any GOA flatfish fishery (not 10 weeks/area)
during the years selected under Component 10 then that vessel and any LLP
licenses used on the vessel that generated history for that vessel (See 12.4.6)
will be prohibited from directed fishing in all GOA flatfish fisheries.

Inferred from 12.4.1 Flatfish
Sideboard Limit ...

All directed GOA flatfish
fisheries.

If a vessel gave rise to an LLP with catch history of more than 10 weeks in
directed flatfish fishing in any GOA flatfish fishery (not 10 weeks/area) during
1998-2004 then that vessel and LLP associated with that vessel (See 12.4.6)
will not be subject to a directed fishing sideboard limit for that flatfish fishery in
that area and that season. A total of 13 H&G trawl CP vessels would be
allowed to continue fishing in the GOA flatfish fisheries.

See 12.4.2 Exemption from
GOA halibut and flatfish
sideboard limits in West
Yakutat, Central GOA, and
Western GOA

If a vessel has fished 80% of its weeks fished in the GOA, from 2000-2003 in
GOA flatfish fisheries, that vessel will be exempt from Amendment 80 halibut
sideboards in the GOA and may participate fully in the GOA open-access
flatfish fisheries. The history of this vessel will not contribute to the H&G trawl
CP sideboards and its catch will not be subtracted from these sideboards. [One
vessel met this exemption’s requirements.]

GOA sideboard percentages for the following species and areas are included under Alternative 4 (see
Table ES - 20). The sideboards are designed to limit participation in the pollock, Pacific cod, and directed
rockfish fisheries (for species not allocated under the Rockfish Demonstration Program). The pollock and
Pacific cod sideboards will constrain the harvest of these species by limiting a vessel’s incentives to join
the inshore component of the GOA fleet. Rockfish sideboard limits are less restrictive, but could provide
some protections to the other GOA vessels operating in pelagic shelf rockfish fisheries.
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Table ES -20 GOA sideboard estimates and average historic catch

Alternative 4
Species _ _ Average Catch of H&G
Sideboard % Estlmate(dmf)ldeboard trawl CPs (95-03)
Pollock
Pollock 610 0.3% 91 120
Pollock 620 0.2% 34 100
Pollock 630 0.2% 19
Pollock 640 0.2% 4
Central Gulf
Pacific Ocean Perch RDP RDP 4,179
Pelagic Shelf Rockfish RDP RDP 1,620
Northern Rockfish RDP RDP 1,156
Pacific Cod 4.4% 1,355 2,024
Western Gulf
Pacific Ocean Perch 99.4% 2,549 1,456
Pelagic Shelf Rockfish 76.4% 288 135
Northern Rockfish 100.0% 808 443
Pacific Cod 2.0% 314 553
West Yakutat
Pacific Cod 3.4% * *
Pacific Ocean Perch 96.1% 808 784
Pelagic Shelf Rockfish 89.6% 182 116

Source: Sideboard percent was estimated using the retained catch of the 28 H&G trawl CP vessels (as estimated in the Council IR/IU and GOA
Rationalization data base) divided by the retained (Alt 2) or total (Alt 3) catch of all vessels in the GOA, as reported in the NOAA Fisheries catch
and bycatch reports (1995-2003).

Note: n/a - Indicates that no sideboard is implemented. Only vessels with a sufficient number of weeks fished in GOA flatfish fisheries may
participate in a directed flatfish fishery.

RDP - Indicates that species will be managed under the Rockfish Demonstration Program

Finally, GOA halibut PSC caps would be set based on historic usage of halibut PSC. Table ES - 21 shows
the percentages of the Deep water flatfish complex and Shallow water flatfish complex halibut PSC
allotments, by quarter, that would be issued under this alternative. A total of 555 mt of halibut would be
assigned to the H&G trawl CP sector, after removing catch data for the F/V Golden Fleece which would
be exempt from GOA halibut sideboards based on language in Alternative 4, and accommodating the
allocation of halibut PSC from the third season which is used to support quota allocations under the RDP.
Note that catch by the F/V Golden Fleece was not removed for Alternatives 2 or 3 for purposes of
determining GOA halibut PSC sideboard estimates. Prior to removing the catch associated with the F/V
Golden Fleece and the RDP allocations, Alternative 4 halibut PSC allocation was 763 mt, slightly larger
than under Alternatives 2 (747 mt) or Alternative 3 (711 mt). If the catch by the F/V Golden Fleece was
removed from Alternatives 2 and 3, Alternative 4 would likely provide the H&G trawl CP sector greater
opportunity to participate in the GOA flatfish fisheries. These fisheries typically close due to halibut
mortality caps being reached. The difference in catch and revenue that will result from the various caps
cannot be estimated with certainty. The magnitude of the difference will depend on the size of reductions
in halibut bycatch that may occur under the program.
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Table ES - 21 GOA Trawl Halibut PSC Sideboard estimates (mt)

Season

Fishery 1 2 3 4 5*** Grand Total
25.85 214.34 104.18* 344.37
GOA Deep water species trawl fishery (1.29%) | (10.72%) | (5.21%) n/a** | n/a** (17.22%)
9.68 37.80 29.27 14.78 | 119.54 211.07
GOA Shallow water species trawl fishery | (0.48%) | (1.89%) | (1.46%) | (0.74%) | (5.98%) (10.55%)
35.53 252.13 132.54 14.78 | 119.54 555.42
Grand Total (1.77%) | (12.61%) | (6.67%) | (0.74%) | (5.98%) (27.77%)

Source: NPFMC summary of NMFS weekly PSC reports

Note: F/V Golden Fleece data has been deducted from the catch data

* Third season halibut PSC mortality (212.64 mt) is reduced by the allocations made to the CP sector in the RDP (108.46 mt).
**Fourth season deep water was combined with first season deep water and would rollover if not fully utilized

***Deep and Shallow water species have been combined since the season does not species specific apportionment in the past

With regard to meeting the GRS, H&G trawl CP sector participants would likely be better off under
Alternative 4, than under Alternative 1. Like the previous two alternatives, sector participants that join a
cooperative can pool their individual annual GRS rates across the cooperative, thereby helping to reduce
operation costs for those vessels limited by the GRS. Overall, given the flexibility of this alternative, each
cooperative will minimize the cost of meeting the GRS to the extent possible.

Effects on Catcher Processor Efficiency

Production efficiency of the H&G trawl CP sector under the status quo is limited, to some degree, by the
race for fish under the current LLP fishery and GRS. Sector participants are compelled to race for
groundfish with other sector participants, as well as other participants in other sectors throughout the
period the fisheries are open. Generally, participants in the H&G trawl CP sector are equipped to produce
whole and/or ‘head and gut’ frozen products. Production of these products is likely to continue, if the
status quo is maintained. Participants in the H&G trawl CP must comply with GRS, which could limit
production efficiency. With higher retention rates required for vessels greater than 125’ ft, sector
participants are constrained in production efficiency.

Under either Alternative 2 or 4 more than Alternative 3, the H&G trawl CP sector is likely to realize some
gains in production efficiency capturing greater rents from the allocated fisheries despite having to
comply with GRS. Under Alternatives 2 and 4, most eligible participants in the H&G trawl CP sector are
likely to join a cooperative, since operations in the limited access fishery are likely to be less efficient
(and less profitable), and it is potential easier for cooperatives to form given that these alternatives allow
for multiple cooperatives. However, there is some potential under Alternative 3 that some eligible
participants may elect not to join a cooperative.

Effects on the CDQ Program

Alternatives 2, 3, and 4 would increase CDQ percentage allocations for both primary target and incidental
catch species. Under Alternatives 2 and 4, CDQ percentage allocations for each of the primary target
species identified in Component 1 and associated secondary species taken incidental in the primary trawl
target fisheries would increase to 10 percent. Under Alternative 3, the percentage allocations for both
target and incidental catch species would increase to 15 percent. After the Council selected a final
preferred alternative (Alternative 4) for Amendment 80, the President signed the Coast Guard and
Maritime Transportation Act of 2006 (Public Law 109-241) into law on July 11, 2006, which directly
effects the CDQ Program allocation. Among other actions, this Act amends Section 305(i) of the
Magnuson-Stevens Act, which pertains to the CDQ Program.

The Magnuson-Stevens Act, as revised by the Coast Guard Act, included a requirement that allocations to
the CDQ Program be made as directed fishing allowances of 10 percent upon the establishment of fishing
cooperatives or sector allocations. Current management practices for fisheries managed with directed
fishing allowances include establishing an incidental catch allowance (ICA) to account for the catch of a
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given species in other directed fisheries. Subsequent to the passage of the Coast Guard Act, the
Magnuson-Stevens Act was reauthorized on January 12, 2007 (Magnuson-Stevens Fishery Conservation
and Management Reauthorization Act of 2006, Public Law 104-479). Several changes were made to the
language in Section 305(i), thus replacing a portion of the revisions made by the Coast Guard Act.
Relevant to this action, the Magnuson-Stevens Act now establishes a total allocation of 10.7 percent
(directed and nontarget combined) for each directed fishery of the BSAL to be effective January 1, 2008
(Section 305(1)(1)(B)(ii)(I)). Certain CDQ species, including halibut, sablefish, pollock, and crab are
excluded from this percentage increase. Each total allocation may not be exceeded, which is comparable
to current CDQ management practices for affected species.

Additionally, the Magnuson-Stevens Act changes require that the PSQ percentage allocations for crab and
non-chinook salmon PSQ percentage allocations be increased to 10.7 percent of annual PSC limits. The
Council recommended that these limits be increased proportional to the increase recommended for the
primary species allocated to the CDQ Program. Since the percentage allocation of primary species is now
10.7 percent, the PSQ percentage allocations for applicable PSC species also should be 10.7 percent.
Furthermore, the allocation of halibut PSQ would increase by 50 mt during the third year of
implementation of the program and thereafter.

The regulatory and FMP amendments necessary to implement this change are thus included in this
amendment package, in order for the Council’s proposal for Amendment 80 to be consistent with the
Magnuson-Stevens Act. Further FMP and regulatory amendments resulting from the Coast Guard Act and
Magnuson-Stevens Act reauthorization are undergoing analysis and legal interpretation by NOAA GC.

The CDQ Program currently receives 7.5 percent of each groundfish TAC and PSC limit as CDQ and
PSQ reserves. These reserves are further allocated among six CDQ managing organizations (CDQ
groups). CDQ groups plan and conduct fishing operations for their CDQ allocations, and then receive
royalties from the harvest of their CDQ. This revenue is used to provide a means for starting and
supporting commercial fisheries business activities in CDQ communities in western Alaska.

CDQ groups have had varied, but increasing, success in harvesting their existing CDQ allocations of
primary target species. In the last several years, CDQ groups have harvested the majority of their
yellowfin sole, Atka mackerel, and Pacific Ocean perch allocations. They have not been very successful
at harvesting their rock sole and flathead sole CDQ allocations. The increased CDQ percentage
allocations for primary target species could allow CDQ groups to receive larger CDQ allocations, if the
TACs for these species remained constant or increased. If fully harvested, this could provide additional
CDQ royalties to CDQ groups. Harvesting any increased allocations of target species probably would
result in increased catch of incidental catch species and prohibited species in the CDQ fisheries. The
increases to CDQ and PSQ percentage allocations for incidental catch species are meant to allow the
CDQ Program to have adequate CDQ reserves to account for the additional catch of incidental and
prohibited species that could occur along with the catch of increased allocations of primary target species.
The actual benefits that each CDQ group would receive from increased primary species allocations cannot
be estimated given currently available information. The relatively small size of these quotas, variability in
the amount of each primary species harvested in past years, and lack of specific information about CDQ
royalty rates makes it difficult to estimate the future CDQ Program benefits associated with increasing
CDQ percentage allocations for primary target species.
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Effects on Consumers

Although production of the sector is typically high quality, some quality improvements could be achieved
as cooperative allocations will remove pressure to rapidly catch and process fish to maximize catch from
the fisheries. Improvements will be limited to those in a cooperative, but since most (if not all) members
of the sector are likely to join cooperatives these improvements should be realized throughout the fleet.
Any improvements in consumer benefits arising from improved quality are likely to be realized by Asian,
U.S., and European consumers, as most of the production from this sector is sold into these markets.

Production of the H&G trawl CP sector participants is likely to be similar to current production under
Alternatives 2 and 4. The allocations under Alternative 3 could reduce the amount of the flatfish species
allocated to the H&G trawl CP sector. If the portion of the TACs assigned to sectors, other than the H&G
trawl CP sector, is not harvested, and the amounts of those fish rolled-over to the H&G trawl CP sector
cannot be harvested due to halibut PSC constraints, the reduced supply could negatively impact
consumers through higher prices. Market prices for these species will depend on other world flatfish
markets. If substitute products are available at similar prices, consumer impacts would be small. The lack
of information on these markets precludes quantitative estimates of the impacts on U.S. consumers.

Effects on Management, Monitoring, and Enforcement Costs

In addition to the monitoring challenges documented under other quota programs, Amendment 80
includes additional catch accounting and compliance challenges specific to this type of dedicated access
program. To address these challenges, additional requirements will be needed to manage these sector
allocations and allow single or multiple cooperatives to function. Proposed monitoring components for all
H&G trawl CPs while fishing in the BSAI are described below.

1. All vessels would be required to weigh all catch on NMFS-approved scales and provide an
observer work station.

2. All hauls would be available to be observed by NMFS-certified observers.

3. Vessels would be prohibited from having more than one operational line or other conveyance
device for the mechanized movement of catch between the scale used to weigh total catch and the
location where the observer collects species composition samples.

4. The observer must be able to view all the activities of crew inside the bin locate prior to where
the observer collects unsorted catch. The vessel would be required to choose, and have approved
at the time of the observer sampling station inspection, one of three options to meet this
requirement. These options are:

Limit Tank Option. Crew would be prohibited from entering any tank located prior to where the
observer collects unsorted catch, unless:
o The flow of fish has been stopped between the tank and the location where the observer
collects unsorted catch, and;
e All catch has been cleared from all locations between the tank and the location where the
observer collects unsorted catch, and;
o The observer has been given notice that vessel crew must enter the tank, and;
e The observer is given the opportunity to observe activities of the person(s) in the tank.
e The observer has informed vessel personal that he or she has completed all sampling
activities.

Line of sight option. From the observer sampling station and the location from which the
observer collects unsorted catch, an observer must be able to see all areas of the bin where crew
could be located. This requirement may be accomplished by creating a viewing port inside the
bin, and would be approved by NMFS during the observer sample station inspection.
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Video option. A vessel may provide and maintain cameras, a monitor, and a digital video
recording system for all areas of the bin where crew could be located. The video data must be
maintained and made available to NMFS upon request for no less than a 120 day period. This
option would also be subject to approval by NMFS at the time of the observer sample station
inspection.

5. Unsorted catch would be prohibited from remaining on deck outside of the codend without an
observer present, except for fish accidentally spilled from the codend during hauling or dumping.

6. A vessel operator would be required to document the flow of fish within the vessel’s factory.

7. Each vessel would be required to provide the opportunity for a pre-cruise meeting.

The costs for the monitoring program include both accounting costs (that are itemized to the extent
feasible) and other opportunity costs (that are difficult to quantify). Total costs for scale, sample station,
observer requirements, and factory modifications necessary to comply with other proposed requirements
for each vessel greater than or equal to 125’ range between approximately $64,045 and $365,545. Total
costs for these categories for each vessel less than 125’ range between $182,225 and $406,725. Other
costs associated with these proposed monitoring requirements could include decreased operating
efficiencies or additional crew.

In addition to costs borne by the vessels, increases in the number of observer days and their associated
increase in the amount of data collected is expected to raise overall annual costs of the Observer Program.
This budgetary increase can be attributed to additional staffing, augmented spending for observer
sampling equipment, data entry contracts, and travel associated with inspecting sample stations, and
conducting pre-cruise meetings. The Observer Program estimates increased staffing and costs associated
with this action to include 3.5 full time equivalent staff positions and approximately $450,000, annually.

NMEFS believes that anticipated benefits of a H&G trawl CP cooperative as currently outlined, including
the expectation of reduced effort and capital inputs through a slower paced fishery substantially depend
on these proposed monitoring improvements. A multi-species cooperative, with internal transactions and
contracts requires reliable catch accounting to create secure agreements. Because Amendment 80
monitoring requirements would include flow scales, observer stations, observation of every haul, and
additional requirements described above; some improvements to management catch accounting may also
occur. For example, direct measurement of weight on a flow scale is likely to be more reliable than
alternative observer measurements based on volumetrics and density.

Effects on Communities

The fishing communities that are expected to benefit from this proposed action are the locations the
vessels offload, take on supplies, and where the owners and crew live. Twenty-seven catcher processors
appear to be eligible for the H&G trawl CP sector. Of these vessels, nearly all are based in Seattle. Due to
the large size and diversity of Seattle’s economy, community-level impacts are not expected to differ
between Alternatives 2, 3 and 4. Significant benefits to other communities that are home to some of the
other H&G trawl CP fleet are not expected. Vessels located in those communities will continue to
generate revenue from these fisheries. Changes in benefits to the community could occur, but the
magnitude of the change is expected to be relatively small. Impacts on other communities with ties to
catcher vessels cannot be quantitatively estimated, but they are expected to be relatively small based on
historic participation in the five primary BSAI fisheries and the sideboard caps proposed for other
fisheries.

Effects on Net Benefits to the Nation
Alternative 1

Under the status quo, producer surplus for the H&G trawl CP industry while operating in the BSAI is
expected to remain at current levels until Amendment 79 is implemented. After Amendment 79 is
implemented, producer surplus will likely decline. The amount of the decline is equal to the increased
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processing and monitoring costs of the vessel. Revenues for the H&G trawl CP sector are assumed to
remain constant under Alternative 1. However, the potential exists that more inferior products could be
produced, because of retaining fish that are of a size that are in less demand or of the wrong sex (e.g.,
male rock sole during the roe season). Prices paid by consumers are not expected to increase or decrease
because of this action.

Alternative 2

Net benefits to the Nation would likely increase under Alternative 2, relative to Alternative 1.
Contributing to the increase in net benefits to the Nation is the increase in producer surplus from H&G
trawl CP sector participants fishing in cooperatives. Participants would be able to slow the pace of fishing
and processing, thus potentially reducing expenditures on inputs and increasing output slightly. These
participants would also be free to consolidate fishing effort up to the user cap. With fewer vessels, a
slower pace, better cooperation, and the flexibility to fish in the optimum time, location, using the best
available capital with the cooperative, the harvesting costs should also decline.

The alternative would require increased monitoring and enforcement costs necessary for meeting the GRS
for H&G trawl CP vessels under 125°. These costs are associated with additional observer coverage, costs
associated with vessel modification to better allow the catch to be observed, and perhaps slowing
harvesting and processing below optimal levels to enable more accurate counts of total groundfish and
PSC catches. Some additional benefits to the Nation could arise through reduction in discards, since
sector vessels under 125’ will have to meet the GRS.

Producer surplus would increase under Alternative 2 as a result of the H&G trawl CP sector participants
pooling their annual vessel GRS rates. Vessels that join a cooperative would average their individual
annual retention rates across all cooperative participants, which would help to reduce operation costs for
those vessels limited by the GRS. Overall, each cooperative will seek to minimize the cost of meeting the
GRS, to the extent practicable.

Consumer surplus is also likely to increase. The H&G trawl CP sector will continue to produce frozen
round products and/or ‘head and gut’ products. Any improvements in consumer benefits arising from
improved quality are likely to be realized by Asian, U.S., and European consumers, as most of the
production from this sector is sold into those markets.

Alternative 3

Net benefits to the Nation would likely be smaller under Alternative 3, relative to Alternative 2. It is
difficult to compare the changes in net benefits between Alternatives 1 and 3. The amount of fish the
H&G trawl CP sector can legally harvest under Alternative 3, relative to the status quo, is reduced.
However, the benefits of cooperatives are expected to increase the overall efficiency of the fleet. The
benefit of a cooperative under this alternative will depend on whether a sufficient number of members of
the sector are able to reach agreement and whether persons not in the initial cooperative are able to come
to terms with the cooperative. If no cooperative forms, sector efficiency would be similar to that of status
quo.

An additional unknown under this alternative is how much of the allocation to the general limited access
fishery will be harvested by other sectors, and how efficient will they be when harvesting and processing
that catch. The allocation to the general limited access fishery under this alternative exceeds the combined
AFA trawl CP and CV sideboards. Without substantial increases in effort by the Non-AFA trawl Catcher
Vessels, large portions of the allocation to the general limited access fishery would go unharvested. If the
other sectors do not harvest their portion of the TAC and large amount of quota are rolled over late in the
year, it may be of less value to the H&G trawl CP fleet than if it had been available earlier.

Similar to Alternatives 2 and 4, the Nation would likely see an increase in net benefits from the pooling of
individual vessel annual GRS rates while in a cooperative. However, unlike Alternatives 2 or 4, each of
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which has the potential for multiple cooperatives, Alternative 3 allows only one cooperative. As a result,
there is a chance that some members of the sector will not join the cooperative, thus potentially reducing
the benefits of pooling annual vessel GRS across the membership. In general, members of the cooperative
will seek to minimize the cost of meeting the GRS, to the extent practicable, thereby increasing producer
surplus under this alternative.

Under this alternative, the CDQ Program would be allocated 15 percent of the annual TAC for each of the
allocated species. The CDQ program would also receive 15 percent of the TAC for the incidental catch
species (with the exception of Pacific cod) taken in the Amendment 80 allocated species. The additional
7.5 percent increase in non-pollock groundfish (except Pacific cod) would likely slow the pace of fishing
and processing for participants in the CDQ program, thus potentially reducing expenditures on inputs and
increase output slightly. However, the benefits will be reduced if the CDQ program fails to harvest their
entire allocation.

Like Alternative 2, this alternative could increase the net benefits to the Nation from the reduction in
discards. However, producer surplus may be reduced, due to an increase in vessel monitoring costs.

This alternative may increase consumer surplus. Although the H&G trawl CP sector will continue to
produce frozen round products and ‘head and gut’ products, there are likely to be some improvements in
the quality of products produced given that the sector will be operating a slower pace, there will be better
cooperation, and the flexibility to fish in optimum time. Any improvements in consumer benefits arising
from improved quality are likely to be realized by Asian, U.S., and European consumers, as most of the
production from this sector is sold into these markets.

Alternative 4

Net benefits to the Nation would likely increase under Alternative 4 relative to Alternatives 1, 2, and 3.
Contributing to the increase in net benefits to the Nation is the increase in producer surplus from H&G
trawl CP sector participants fishing in cooperatives. The favorable groundfish allocation for the
Amendment 80 species, the allocation of the necessary PSC to harvest the allocation, and the ability to
form cooperatives contributes the increase in net benefits to the Nation. These participants would be able
to slow the pace of fishing and processing, thus potentially reducing expenditures on inputs and
increasing output slightly. These participants would also be free to consolidate fishing effort up to the use
cap. With fewer vessels, the harvesting costs should also decline.

This alternative would also require increased monitoring costs necessary for meeting the GRS for H&G
trawl CP vessels under 125°. These costs are associated with additional observer coverage, costs
associated with vessel modification to better allow the catch to be observed, and perhaps slowing
harvesting and processing below optimal levels to enable more accurate counts of total groundfish and
PSC catches. Some additional benefits to the Nation could arise through reduction in discards, since the
H&G trawl CP vessels > 125’ will have to meet the GRS.

As under Alternatives 2 and 3, produce surplus is likely to increase given that individual vessel retention
rates would be averaged across all cooperative participants, helping those vessels with historically low
retention rates to lower their operating costs. Collectively, members of each cooperative would seek to
minimize their costs of meeting the GRS to the extent practicable.

Like Alternatives 2 and 3, this alternative could yield some marginal increase in consumer surplus.
Improvements will likely be limited to those in cooperatives, but since most (if not all members of the
sector are likely to join cooperatives) these improvements should be realized throughout the fleet. Most
participants in the sector are limited in their ability to produce more highly processed value-added
products. Nevertheless, any improvements in consumer benefits that do arise from improved quality are
likely to be realized by Asian, U.S., and European consumers, as most of the production from this sector
is sold into these markets.
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Environmental Assessment

The Environmental Assessment discusses the environment that would be affected by the alternatives, and
then describes the impacts of the alternatives. The following components of the environment are
discussed: the primary target species to be allocated under the alternatives, prohibited species, other fish
species, benthic habitat and essential fish habitat, marine mammals and seabirds, economic and
socioeconomic components, and the ecosystem as a whole.

The current fishery management program, represented by Alternative 1, was analyzed in detail in the
Alaska Groundfish Fisheries Programmatic Supplemental Environmental Impact Statement (NMFS
2004b), the Environmental Impact Statement for Essential Fish Habitat Identification and Conservation
in Alaska (NMFS 2005), and updated in the annual Environmental Assessment of Harvest Specifications
for the Years 2005-2006 (NMFS 2004a). These analyses concluded that the groundfish fisheries, in the
status quo, are not affecting a significantly adverse impact on the environment.

In most instances, the effects of Alternatives 2, 3 and 4 have been considered together, as there is little
difference between these alternatives in terms of their impact on the physical and biological environment.
Under these alternatives, a sector allocation is made that will allow the formation of cooperatives. This
will likely change fishing patterns, and may distribute fishing for the primary target species over a longer
season or more diverse area. Harvest levels for the primary target species will, remain unaffected, as well
the existing management measures that distribute the harvest in space and time. As a result, the impact of
the alternatives on these species is not assessed to be significant.

Incidental catch patterns may change as a result of Alternatives 2, 3 and 4, as the fisheries endeavor to
meet the groundfish retention standard and reduce discards. In addition, an option under the alternatives
would require the fisheries to reduce their historic proportion of prohibited species catch. The increased
flexibility afforded to the H&G trawl CP sector under these alternatives should allow the sector to reduce
discards. However, prohibited species catch limits and harvest quotas for other incidental catch species
will continue to be set at biologically sustainable levels under these alternatives, and regardless of the
ability of the sector to reduce its incidental catch, the impact to the sustainability of these incidental
species is not assessed to be significant.

As the amount of overall fishing effort under the alternatives is likely to remain the same or decrease, the
alternatives are unlikely to result in a change that would significantly impact seabirds or marine mammals
that interact with the groundfish fisheries. Similarly, minimal and temporary impacts to benthic habitat
and essential fish habitat are unlikely to be aggravated by these alternatives.

The economic and socioeconomic impacts of the alternatives are summarized in the RIR above.

An evaluation of the effects of the groundfish fisheries on the ecosystem is undertaken annually in the
Stock Assessment and Fishery Evaluation report. Based on the discussions above regarding population-
level impacts of Alternatives 2, 3 and 4, and the lack of other impacts to ecosystem attributes, the
alternatives are not assessed to have a significant impact on the ecosystem.

The cumulative effects of the proposed alternatives are also evaluated in the Environmental Assessment.
The analysis of past actions affecting the H&G trawl CP sector showed that, since the mid-1980s,
adjustments in the regulatory regime have changed the economic conditions of the groundfish fisheries in
which these vessels participate. An increasingly restrictive regulatory environment and escalating
compliance costs resulted in economical stress for some H&G trawl CP owners. The increased
restrictions were also a primary reason that flatfish became the primary target species for the H&G trawl
CP sector. Because these species are bottom-dwellers, flatfish fisheries are prone to high incidental
catches of prohibited species such as halibut and crab. In addition, flatfish fisheries have limited
markets—particularly with regard to size and product quality. These characteristics of the flatfish
fisheries, in combination with a “race for fish” regime and other factors, led to a relatively high level of
economic and regulatory discards in the H&G trawl CP sector.
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In recent years, the H&G trawl CP fleet has faced increasing pressure to reduce its discard rate. In 2003,
the Council established a minimum groundfish retention standard for H&G trawl CPs greater than 125 ft
length overall. The GRS will result in a substantial reduction in the bycatch of the affected vessels.
However, a GRS may also result in substantial costs and lost revenues for these vessels because of
holding/processing, transporting and transferring fish that are of relatively low value or “unmarketable.”
In addition, the GRS measure imposes significant costs on the vessels with increased observer and scale
costs.

With the possible exception of the BSAI Pacific cod allocation and rationalization programs, the
reasonably foreseeable future actions cited above may have negative effects (to some degree) on the
economic performance of H&G trawl CP sector. The cumulative effects of all actions—past, present, and
future—are toward an increasingly restrictive regulatory environment resulting in lower harvests and
gross revenues and/or higher operating costs. While some foreseeable future actions may offset these
negative effects to some extent, the overall trend points to increasing economic stress for the H&G trawl
CP sector.

The conclusions reached in the direct and indirect effects analysis of the cooperative alternatives indicate
that the compliance costs incurred under a GRS may be mitigated by the benefits of participating in a
cooperative. The costs of the GRS associated with retaining unwanted fish may be reduced or avoided
altogether under a cooperative structure, as vessels can be more selective in what they catch without
losing any competitive advantage. In addition, a cooperative structure may allow the sector to manage its
PSC allocation in a manner that prevents PSC limits from being exceeded and thereby avoids the lower
harvests and revenues associated with fishery closures when PSC limits are reached.

Initial Regulatory Flexibility Analysis

The directly regulated entities in this action include all H&G trawl CP sector participants harvesting
groundfish in the BSAI and GOA. A total of 996 vessels were classified as small entities in 2003 based
on the $4 million revenue threshold. Seventy-one vessels were classified as large entities that year. The
owners of all but one of the 28 vessels had annual receipts that averaged over $4 million in first wholesale
revenue from 1995-2002. According to current NMFS direction, 25 vessels in the H&G trawl CP sector
members are associated with entities over the $4 million threshold and should not be classified as small
businesses. The one vessel that is under the $4 million threshold is expected to join a cooperative. Joining
a cooperative would preclude that vessel from being categorized as a small business, under the affiliation
definition of small businesses. The analysts expect none of the vessels in the H&G trawl CP sector to
meet the small business definition after cooperatives are formed.

A total of 36 processors in the BSAI and GOA have fewer than 500 employees. These processors, on
average, generated about $0.9 million in revenue from groundfish and had total revenues from all seafood
processing of about $5.2 million. The processors with over 500 employees averaged $43.5 million in
groundfish revenues and $79.1 from all fish products (NMFS, 2002). The small processors will be
protected by imposing sideboard limits.
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1 REGULATORY IMPACT REVIEW

1.1 Purpose and Need for the Action

This chapter provides information on the economic and socioeconomic impacts of the alternatives, as
required under Executive Order 12866 (E.O. 12866). This chapter identifies the individuals or groups that
may be affected by the proposed action, the nature of these impacts (quantifying the economic impacts
wherever possible), and discusses the tradeoffs between benefits and costs.

The requirements for all regulatory actions specified in E.O. 12866 are summarized in the following
statement from the order:

In deciding whether and how to regulate, agencies should assess all costs and benefits of
available regulatory alternatives, including the alternative of not regulating. Costs and benefits
shall be understood to include both quantifiable measures (to the fullest extent that these can be
usefully estimated) and qualitative measures of costs and benefits that are difficult to quantify,
but nevertheless essential to consider. Further, in choosing among alternative regulatory
approaches, agencies should select those approaches that maximize net benefits (including
potential economic, environment, public health and safety, and other advantages; distributive
impacts; and equity), unless a statute requires another regulatory approach.

This section addresses the requirements of E.O. 12866 to provide adequate information to determine
whether an action is “significant” under E.O. 12866. The Executive Order requires that the Office of
Management and Budget review proposed regulatory programs that are considered to be “significant.” A
“significant regulatory action” is one that is likely to:

1) Have an annual effect on the economy of $100 million or more or adversely affect in a material
way the economy, a sector of the economy, productivity, competition, jobs, the environment,
public health or safety, or State, local, or tribal governments or communities;

2) Create a serious inconsistency or otherwise interfere with an action taken or planned by another
agency;

3) Materially alter the budgetary impact of entitlements, grants, user fees, or loan programs or the
rights and obligations of recipients thereof; or

4) Raise novel legal or policy issues arising out of legal mandates, the President’s priorities, or the
principles set forth in this Executive Order.

The groundfish fisheries in the Exclusive Economic Zone (3 to 200 miles offshore) of the Bering Sea and
Aleutian Islands off Alaska are managed under the Fishery Management Plan for Groundfish of the
Bering Sea and Aleutian Islands Management Area (BSAI Groundfish FMP), as developed by the North
Pacific Fishery Management Council under the Magnuson-Stevens Fishery Conservation and
Management Act. The BSAI Groundfish FMP was approved by the Secretary of Commerce and became
effective in 1982.

Proposed Amendment 80 to the BSAI Groundfish FMP would allocate yellowfin sole, rock sole, flathead
sole, Atka mackerel, Aleutian Islands Pacific Ocean perch, and prohibited species catch limits to the
H&G trawl CP sector. The proposed action would also establish a cooperative structure for this H&G
trawl CP sector. This document satisfies analytical requirements under E.O. 12866, the National
Environmental Policy Act, and the Regulatory Flexibility Act, as well as other applicable laws.

1.2 Problem Statement

The Council has long recognized the importance of reducing discards in the North Pacific groundfish
fisheries. The Council took action that improved retention and utilization of North Pacific groundfish by
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implementing Amendment 49, in January 1998. That action required all vessels fishing for groundfish in
the BSAI management area to retain all pollock and Pacific cod beginning January 3, 1998. It also
required retention of all rock sole and yellowfin sole, beginning January 1, 2003, (although as noted
below this requirement was subsequently lifted). In addition, the amendment established a 15 percent
minimum processing standard, with no limit on product form, for pollock and Pacific cod.

In 2000, it became clear that the Non-American Fisheries Act Trawl Catcher Processor sector, often
referred to as the Head and Gut (H&G trawl CP) sector would not be able to fully meet the flatfish
retention requirements by the 2003 deadline. The Council realized that IR/IU for the multi-species
fisheries would be more problematic than the pollock or Pacific cod fisheries. In a multi-species fishery,
the race for fish can result in unacceptably high numbers of discards. The Council initiated action in
October 2002, to establish a cooperative program for the H&G trawl CP sector. A cooperative program
allowed participants to manage discards in the aggregate, at the cooperative level. Cooperative
management has several potential benefits that could facilitate compliance with the retention standards
and bycatch reduction. Cooperatives typically increase communication among members, which should
facilitate the exchange of information concerning fishing patterns and practices that affect bycatch and
retention rates. Application of retention standards at the cooperative level ensure that overall retention
goals are met and allow groups of individuals to develop private contracts defining the terms under which
members with relatively high retention rates can derive a benefit from that practice from members with
relatively low retention rates. These contracts effectively establish a system of trading of retention shares
among cooperative members, while providing an economic incentive for each operator to improve his/her
retention rate. Cooperative management also provides the opportunity for members to increase production
efficiency, in general, easing the cost burden of complying with the retention standard.

Converting the fisheries to cooperative management also advances the Council’s general goal of
developing rationalization programs for the fisheries that it manages. Cooperative management with
exclusive allocations to each cooperative, allows each to slow its fishing, and refocus its effort toward
bycatch reduction, without sacrificing its share of the catch. In December 2004, the Council adopted the
following Amendment 80 problem statement:

The Council’s primary concern is to maintain a healthy marine ecosystem to ensure the long-term
conservation and abundance of the groundfish and crab resources. To this end, the Council is
committed to reducing bycatch, minimizing waste, and improving utilization of fish resources to
the extent practicable in order to provide the maximum benefit to present generations of
fishermen, associated fishing industry sectors, including the CDQ sector, communities, and the
nation as a whole, while at the same time continuing to look for ways to further rationalize the
fisheries. Focusing on reduction of bycatch and the attendant benefits of cooperatives and CDQ
allocations in meeting bycatch reduction objectives are initial steps towards rationalization of the
BSAI groundfish fisheries. Bycatch reduction measures for the Non-AFA trawl Catcher Processor
sector is a priority focus in this step toward rationalization given this sector’s historical difficulty
in achieving acceptable bycatch levels. Allocations to this sector associated with cooperative
management of catch and bycatch provide the opportunity for participants in this sector to
mitigate the cost, to some degree, associated with bycatch reduction. In addition to reducing
bycatch in one sector, assurance should be provided to minimize negative impacts on others.

1.3 Need for Groundfish and Prohibited Species Catch Allocations and
Cooperative Program for the Non-AFA trawl Catcher Processor Sector

This action is part of a series of actions that the Council has undertaken, motivated by the goal of
reducing bycatch and increasing utilization of harvests in the BSAI fisheries. This particular action stems
from the realization that bycatch reduction and increased utilization may require changes in fishing
practices and patterns that require added expenditures and may be inconsistent with the incentives created
by the current limited access management regimes. This action would fundamentally change the
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management of the fishery, resolving these inconsistent incentives, while also providing participants with
a management system that allows for improved efficiency by providing an environment in which
revenues can be increased and operating costs can be reduced. Depending on the magnitude of these
potential efficiency gains, and the costs of bycatch reduction, increases in efficiency could be used to
cover the costs of bycatch reduction measures or provide additional benefits to participants. Perhaps most
importantly, the proposed management would apply retention standards on an aggregate basis to all
activities of a cooperative, allowing participants within the cooperative to coordinate fishing and retention
practices across the cooperative to meet the retention requirements.

Since at least 1995, the H&G trawl CP sector has had the lowest retention rate in the BSAIL In 1995, the
sector had an overall retention rate of 59 percent. Spurred by regulatory changes to improve retention, six
years later, the retention rate had improved to 74 percent, but still well below the retention rate of other
sectors operating in the BSAI In the past, the Council has utilized regulations that require better retention
by participants. These programs have been successful in reducing discards, but in some cases may have
excessively increased production costs to the industry. These bycatch management measures also fail to
reconcile inconsistent incentives created by the “race for fish” that arises in a limited access, competitive
fishery. In such a fishery, manager’s closely monitor in-season harvests, closing the fishery when the
TAC is estimated to be fully harvested. A vessel can only increase its share of the available TAC by
increasing its rate of harvest relative to others. This management structure creates a strong in economic
disincentive for vessels to take any steps that reduce their rate of harvest. Bycatch reductions often require
actions that reduce (or have the potential to reduce) harvest rates, such as searching for cleaner fishing
grounds, or making gear and method changes that could reduce not only bycatch rates, but also target
catch rates. Exclusive cooperative allocations to the H&G trawl CP sector will allow a participant to take
actions that reduce catch rates without jeopardizing its share of the TAC. Cooperatives also should
facilitate the exchange of fishing information, which could further aid participants in achieving bycatch
reduction goals. In addition to potential benefits from facilitating bycatch reduction, cooperative
management frequently yield opportunities for efficiency gains by allowing participants to focus
production on maximizing revenues and minimizing costs. Depending on the level of efficiency gains
arising with the change to cooperative management, and the ingenuity of participants in achieving
bycatch reductions and utilization increases, these efficiency gains could reduce the burden to participants
of achieving bycatch reductions, or increase net returns to participants, or more likely both.

The proposed action is also consistent with the Council’s priority for rationalizing the fisheries it
manages. Rationalization programs provide each participant with an exclusive allocation of a portion of
the TAC. This exclusive allocation allows a participant to change fishing practices (or production)
without jeopardizing its potential share of the catch. Depending on the circumstances and accompanying
management measures, participants can use this added flexibility (i.e., reduced economic risk) to increase
economic returns, reduce bycatch, increase utilization rates, and/or improve safety.

1.4 Council Action on IR/IU

The proposed Amendment 80 is the latest in a series of actions dating back to 1994, which specifically
addressed the issue of improved retention and utilization of groundfish catch. This section summarizes
these actions.

In December 1994, during the process of addressing a comprehensive rationalization program (CRP), the
Council debated issues of bycatch and economic loss from discards in target fisheries, unanimously
adopting a motion to develop a set of regulatory options for implementing an improved
retention/improved utilization (IR/IU) program for BSAI groundfish fisheries. The Council identified the
BSAI rock sole and mid-water pollock fisheries as two subject fisheries for initial evaluation, and
proposed that commercial groundfish trawl fisheries be required to reduce discards by retaining species,
which have historically been bycatch.
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At its December 1995 meeting, the Council adopted a draft IR/IU problem statement for public review.
That statement read as follows:

In managing the fisheries under its jurisdiction, the North Pacific Fishery Management Council
is committed to: (1) assuring the long-term health and productivity of fish stocks and other living
marine resources of the North Pacific and Bering Sea ecosystem; and (2) reducing bycatch,
minimizing waste, and improving utilization of fish resources in order to provide the maximum
benefit to present generations of fishermen, associated fishing industry sectors, communities,
consumers, and the nation as a whole.

The Council's overriding concern is to maintain the health of the marine ecosystem to ensure the
long-term conservation and abundance of the groundfish and crab resources. As a response to
this concern, a program to promote improved utilization and effective control/reduction of
bycatch and discards in the fisheries off Alaska should address the following problems:

1. Bycatch and discard loss of groundfish, crab, herring, salmon, and other non-target
species.

2. Economic loss and waste associated with the discard mortality of target species
harvested but not retained for economic reasons.

3. Inability to provide for a long-term, stable fisheries-based economy due to loss of
fishery resources through wasteful fishing practices.

4. The need to promote improved retention and utilization of fish resources by reducing
waste of target groundfish species to achieve long-term sustainable economic benefits
to the nation.

At its September 1996 meeting, the Council adopted Amendment 49.

On January 3, 1998, Amendment 49 to the BSAI Groundfish FMP was implemented (62 FR 63880). The
final rules requires vessels fishing for groundfish in the BSAI management area to retain all pollock and
Pacific cod, beginning January 3, 1998, and to retain all rock sole and yellowfin sole, beginning January
1, 2003. In addition, the final rule establishes a 15 percent minimum processing standard, with no limit on
product form, beginning January 3, 1998 for pollock and Pacific cod, and beginning January 1, 2003 for
rock sole and yellowfin sole.

Writers of the AFA anticipated that rationalizing the pollock industry could have spillover effects on
other sectors, including the H&G trawl CP sector. Therefore, the AFA mandated harvest sideboards,
which limit the catch of non-pollock groundfish by AFA vessels to their historical levels. The AFA also
called for measures to protect other processors from spillover effects, and suggested that processing limits
(sideboards) on non-pollock species be applied to AFA processors. In 1999, the Council initiated the
analysis of processing sideboards. By 2002, the AFA processing sideboards issue evolved to an
assessment of potential alternatives to IR/IU for flatfish—the H&G trawl CP sector was reasonably
satisfied that restrictions on harvest of AFA-CPs would keep them out of the head and gut fisheries, but
they also realized that IR/IU flatfish requirements could significantly increase their costs. In April 2002
public testimony provided by H&G trawl CP sector participants to the Council described that some
vessels in that sector would be forced to exit flatfish and other fisheries if a requirement to retain all
flatfish species were imposed. These exit decisions were reported to be due to their inability, with existing
technology, to consistently haul target species, with low proportions of non-target catch, and adapt to the
limited space available on some vessels to hold and process mixed species hauls.

Specifically, the Council addressed the concept of relaxing the requirement that 100 percent of IR/IU
flatfish be retained. This option, while it could possibly have made IR/IU less onerous to the H&G trawl
CP sector, was deemed not enforceable. Sampling protocols were considered not robust enough to
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accurately estimate species composition and total catch during any given week on a given vessel or on a
given trip.

At its June 2002 meeting, the Council developed a problem statement specifically to address the pending
implementation of IR/IU regulations for the flatfish fisheries. This statement read as follows:

100 percent retention of rock sole and yellowfin sole (as currently scheduled) results in severe
economic losses to certain participants in the fishery, while less than 100 percent retention of
only these species is not enforceable.

In October 2002, the Council approved Amendment 75 to the BSAI Groundfish FMP, delaying
implementation of IR/IU flatfish regulations for the BSAI until June 1, 2004. Amendment 75 was only
partially approved by the Secretary—the delay of IR/IU flatfish implementation in the BSAI was
approved, but the ending date (June 1, 2004) for the delay was not approved. The practical effect of
partially approving Amendment 75 was that the proposed FMP text was modified by removing reference
to rock sole and yellowfin sole as IR/IU species, thereby delaying indefinitely the flatfish IR/IU flatfish
program.

In October 2002, the Council also initiated four trailing amendments with the expectation that these
amendments could augment or replace IR/IU regulations for flatfish. Amendment 72/76 exempts fisheries
with less than a 5 percent IR/IU flatfish bycatch rate from IR/IU flatfish regulations. With the indefinite
delay of the BSAI IR/IU flatfish program, Amendment 76 no longer had any practical application in the
BSAIL Amendment B would have created flatfish bycatch (discard) limits for the flatfish fisheries. This
amendment was later rejected by the Council as infeasible following discussions between industry
representatives and fishery managers. Amendment 79, approved by the Council in June 2003, would
establish a minimum groundfish retention standard (GRS) for H&G trawl CPs greater than 125° length
overall. Unlike Amendment 75, which would have required species specific retention rates for yellowfin
sole and rock sole to allow for less than 100 percent retention of these species, this action is enforceable,
because NMFS is measuring total groundfish catch for the vessel for the year and comparing that
measurement to the annual product tonnage for that vessel, divided by NMFS product recover rates. The
approach of the GRS program is to phase in gradually higher retention rates. The GRS program is
scheduled to start in 2008 with the initial minimum retention standard set at 65 percent of total
groundfish; that would increase incrementally over several years to 85 percent. The GRS would apply to
H&G trawl CPs greater than or equal to 125° length overall harvesting BSAI groundfish. The action will
also change the monitoring requirements for each vessel managed under the GRS, requiring flow scales,
observer stations, and observations of every haul. The Council initiated this action, its latest IR/IU
amendment, in October 2002 to allocate BSAI yellowfin sole, flathead sole, rock sole, Atka mackerel, and
Aleutian Islands Pacific Ocean perch, as well as PSC limits to the H&G trawl CP sector and provide for
cooperative management of that allocation.

Initially, this action proposed a prohibited species catch (PSC) cooperative for the H&G trawl CP sector.
In February 2003, the Council broadened the proposed program to establish a multi-species cooperative,
intended to facilitate greater retention improvements. In April 2003, the Council expanded the proposed
action to include allocations of non-pollock species and PSC to ten sectors operating in the BSAI, as a
means to minimize potential impacts on sectors that might arise from the allocation to the H&G trawl CP
sector. The Council also recognized that sector allocations provided might facilitate voluntary efforts
within the various sectors to further rationalization fishing in the BSAI. After further consideration, public
testimony, and preliminary analyses, in October 2004, the Council simplified the proposed action to
provide only allocations to the H&G trawl CP sector, removing altogether any allocation of Pacific cod
from this action. The Council’s decision to simplify this action is intended to reestablish consistency with
the original purpose of facilitating bycatch reductions and retention improvements in the H&G trawl CP
sector. The Council believes that distributional concerns of other participants can be addressed through
sideboards and other limitations on participation that are incorporated into this action and a separate
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action that the Council has initiated to consider revision to Pacific cod allocations. On October 2005, the
Council approved the EA/RIR/IRFA for public review and on June 9, 2006, the Council completed final
action on Amendment 80.

1.5 Alternatives to Facilitate Bycatch Reductions and Improved Utilization

Several management measures could be used to facilitate reduced bycatch, waste minimization, and
improved utilization of the BSAI yellowfin sole, flathead sole, rock sole, Atka mackerel, and Al POP
fisheries for the H&G trawl CP sector. Typically, several measures are combined to produce a
management alternative. This section reviews various management measures that could be used to
address bycatch and utilization concerns.

Generally, the management measures that address bycatch and utilization concerns can be separated into
two categories—input controls and output controls. Input controls that can contribute to bycatch reduction
include measures such as gear restrictions and area closures. Input controls typically are designed to limit
effort and often reduce production efficiency.

Output controls, on the other hand, limit output quantities, such as the amount of catch. Output controls
that can be used to reduce bycatch include bycatch quotas and PSC caps. Output controls can be separated
into individual entitlement programs and collective entitlement programs. Catch limits tailored for
individual vessels or participants include individual quotas, individual bycatch quotas, and vessel bycatch
allowances. Quota that is transferable, in general, improve the efficiency of a fishery by allowing low cost
producers to purchase allocations from high cost producers. Quota that results in both current and future
harvest privileges may also create an incentive to protect stocks. Binding individual bycatch quotas
provide an incentive to reduce bycatch rates and the total amount of bycatch. Similar to individual fishing
quotas, a system of bycatch quota may encourage less efficient participants to exit the fishery, if other
participants can more efficiently reduce bycatch.

Other output controls operate at a collective level, such as fleet or sector catch limits and allocations to
cooperatives. These types of collective output controls attempt to realize the benefits of organized and
coordinated activities. The allocation to a cooperative is similar to the allocation to individuals but may
have an added benefit arising from cooperative monitoring and enforcement (Criddle and Macinko, 2000;
Holland and Ginter, 2001). Some observers believe that quota-based programs promote health of the
fishery resource because participants may have an interest in the long term returns from the fishery. The
strength (and even presence) of this incentive depends on both discount rates and the reproductive rate of
the stock. Critics, however, question the strength of the incentive and also may be concerned that the
incentives for caring for the resource do not extend beyond the target stock to unallocated species or
ecosystem considerations.

An often-controversial element of output based management is the allocation process. In many cases,
allocation of quota (or distribution of the cap amount among the participants) is based on catch history of
a fleet or vessel owners. Critics of these allocations question whether public trust resources should be
allocated cost free. Auctions can also be used to allocate quota to capture the value of the resource for the
public. Auction revenues could also be used for management purposes or to promote resource
conservation and biological sustainability. Auctions may also promote economically efficient use of
quota, if the market for trading quota is slow to develop. Some observers advocate zero revenue auctions
to ensure that shares are available for purchase, but without affecting the distribution of benefits under the
initial allocation. In a zero revenue auction, shares expire and are auctioned repeatedly over time.
Revenues from the auction are distributed to the person that received the initial allocation. Persons
receiving the initial allocation may purchase shares in the auction, if they wish to remain in the fishery.
Such a system prevents persons that receive an allocation from withholding shares from the market for
speculative or market control reasons. It does not, however, necessarily compensate the public for
resource rents accruing from these natural assets.
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In a previous action, the Council elected to use the groundfish retention standard (GRS) for limiting
discards and improving utilization. Rather than reconsider alternative methods for minimizing bycatch
and improving utilization (such as bycatch quotas), the Council has elected to focus on the use of
cooperative management of allocations and the GRS by the H&G trawl CP sector. Allowing cooperative
management of the GRS and allocations provides two tools, which used in a coordinated manner, should
aid participants in meeting the GRS. By managing and applying the GRS at the cooperative level,
retention rates determined on a aggregated basis across participants and fisheries, allowing greater
flexibility to participants in making retention decisions. Use of a cooperative structure is also thought to
promote information exchange among participants that may not occur under a program of individual
allocations of bycatch quota. Allowing cooperative management of allocations is intended to increase
overall efficiency in the fisheries, easing the financial burden of compliance with the GRS.

1.6 Amendment 80 Structure

This section presents a general overview of the decision process necessary for the proposed action,
alternatives considered for analysis purposes, and individual components and options that make up the
proposed action. As noted in the flow diagram of the Amendment 80 decision process presented below
(Figure 1-1), the outcome of the proposed action is a cooperative program for the H&G trawl CP sector.
To accomplish this end, the Council will need to make several key decisions.

The first set of decisions involves allocating the Amendment 80 target species to the H&G trawl CP
sector and the community development quota (CDQ) program. In December 2004, the Council selected
the yellowfin sole, rock sole, flathead sole, Aleutian Islands Pacific Ocean perch, and Atka mackerel as
the species to be allocated to the H&G trawl CP sector. Next, the Council, must consider increasing the
CDQ allocation for these Amendment 80 target species and those secondary species taken incidental to
the primary target species, or leave these allocations at their current levels. Following CDQ allocations is
the allocation of the Amendment 80 species to the H&G trawl CP sector. Another primary decision is
PSC allowance for the CDQ program and the H&G trawl CP sector. Finally, the Council in December
2004 added the option of a yellowfin sole threshold fishery. If the Council elects to have a yellowfin sole
threshold fishery, the threshold must be selected and it must be determined how to distribute the yellowfin
sole in excess of that threshold.

The second series of major decisions the Council must consider involves developing the cooperative
structure for the H&G trawl CP sector. One such decision is whether to develop a multiple cooperative
program, or only a single cooperative program. Another decision is determining eligibility for the H&G
trawl CP sector. Once the eligibility has been determined, the distribution of the sector allocation between
those participants who join a cooperative and those that do not will need to be determined. Other key
decisions are the sideboard species and amounts, and excessive share limits.
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Figure 1-1 Amendment 80 Decision Structure
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1.7 Alternatives Considered

To address the problem statement, the Council has adopted a suite of components and options that would
allocate five primary target species in BSAI to the H&G trawl CP sector and would allow for cooperative
formation by sector participants. Although there are a myriad of different ways to combine the many
components and options in the proposed action to form an alternative, the Council has selected four
strawman alternatives that represent a range of reasonable alternatives to assess the impacts of the
proposed action. Each of the strawman alternatives in the analysis address the problem statement by
providing an allocation of the traditional primary species to the sector and allow for the sector to form
cooperative(s), which are expected to facilitate a reduction in bycatch by the sector, as well as mitigate
the costs associated with bycatch reduction. The first alternative is the status quo (no action). The second
alternative would allow multiple cooperatives to be formed within the sector. The third alternative would
authorize the formation of a single cooperative in the sector. The fourth alternative, a multiple cooperative
option, was selected in April 2006, as a preliminary preferred alternative. Although the strawman
alternatives differ in several respects the primary difference is in the cooperative structures. The specific
differences of these alternatives are described in the sections that follow and are compared in Table 1-1.
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Table 1-1 Comparison of the Alternatives

Alternative 1 . . Alternative 4

(Status Quo) Alternative 2 Alternative 3 (Preferred)
Primary Target None Yellowfin sole, rock sole, flathead |Yellowfin sole, rock sole, flathead |Yellowfin sole, rock sole, flathead
Species to be sole, Atka mackerel, Aleutian sole, Atka mackerel, Aleutian sole, Atka mackerel, Aleutian
Allocated Islands Pacific Ocean perch Islands Pacific Ocean perch Islands Pacific Ocean perch
Allocation to None Allocation: H&G trawl CP sector’s |Allocation: H&G trawl CP sector’s |Allocation: rock sole 100%, flathead

Sector

retained catch over all retained
catch, 1998-2002

Management: hard cap

Yellowfin sole: all yellowfin sole
in excess of 125,000 mt
threshold to be divided 30% to
sector and 70% to other trawl;
rollover to the H&G trawl CP
sector; no AFA yellowfin sole
sideboards for yellowfin sole
threshold fishery

retained catch over all total
catch, 1995-2003

Management: soft cap; rollover to
sector

Yellowfin sole: all yellowfin sole
in excess of 100,000 mt
threshold to be divided 70% to
sector and 30% to other trawl;
rollover to the H&G trawl CP
sector; no AFA yellowfin
sideboards for yellowfin sole
threshold fishery

sole 100%, EAI/BS and CAI Atka
mackerel 98% reduced to 90% over
a 4-year period at 5% per year
starting in second year; WAI Atka
mackerel 100%; EAl and CAI Al
POP 95% reduced to 90% the
second year; WAI POP 98%; for
yellowfin sole, 93% at ITAC <
87,500, 87.5% at ITAC > 87,500 <
102,500, 82% at ITAC > 95,000 <
102,500, 76.5% at ITAC > 102,500
< 110,000, 71% at ITAC > 110,000
< 117,500, 65.5% ITAC > 117,500 <
125,000, and 60% at ITAC >
125,000

Management: hard cap for sector and
an ICA for fixed gear sectors and
trawl limited access fishery; rollover
of allocated species, PSC, and ICA
to cooperatives only, halibut PSC
rollover discounted 5%
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Alternative 1
(Status Quo)

Alternative 2

Alternative 3

Alternative 4
(Preferred)

Allocation of
Prohibited
Species

PSC allocated by target fishery
and shared among all trawl

vessels

Sector allowance based on
average historic PSC usage in
directed fishery for allocated
primary species plus Pacific
cod,1998-2002

Sector allowance based on:

a) average PSC usage, by
fishery, of all trawl in each PSC
fishery group for allocated
primary species plus Pacific
cod, 1995-2003

b) apply sector proportion as
determined above

¢) reduce by 5%

Halibut

H&G trawl CP sector: 2,525 with a 50
mt reduction per year for 4 years
starting the second year finishing at
2,325 mtin the 6" and subsequent
years; 50 mt reduction will stay in
water except the 3™ year were 50
mt reduction will be reallocated to
CDQ/PSQ reserve program

Trawl limited access group: 875 mt

Crab

H&G trawl CP sector: apportionment
amounts are 62.48% red king crab,
61.44% C. opilio, 52.64% for Zone 1
C. bairdi, and 29.59% for Zone 2 C.
bairdi; reduce crab PSC allocations
to 80% of apportionment amount
phased in at 5% per year starting in
second year

Trawl limited access group: sum of
combined AFA CV/CP sideboards

Sector Eligibility

Determined by Congress

Determined by Congress

Determined by Congress

Determined by Congress

Cooperative None Threshold: 15% minimum of Threshold: 67% minimum of Threshold: 30% minimum of eligible
formation eligible participants and must eligible vessels and must be vessels and LLP licenses from
be comprised of at least two comprised of at least three eligible vessels and must be
separate entities separate entities comprised of at least three separate
entities
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Description of the Alternatives

Alternative 1
(Status Quo)

Alternative 2

Alternative 3

Alternative 4
(Preferred)

Cooperative None
allocation

Allocation: based on retain catch
history, 1998-2002

Atka mackerel: each vessel
receives historic catch for all
areas combined; vessels < 200’
in length and with less than 2%
of the sector’'s Atka mackerel
history receive allocation by
area according to catch
distribution in those areas;
remainder of the Atka mackerel
allocated equally in each area
to vessels > 200’ length or with
more than 2% of the sector’s
Atka mackerel allocation

A qualified vessel that has not
fished after 1997 will receive an
allocation of no less than 0.5%
for yellowfin sole, 0.5% for rock
sole, and 0.1% for flathead sole

Allocation: based on total catch
history, 1995-2003 drop the 3
lowest years of catch

Atka mackerel: each vessel
receives historic catch for all
areas combined; vessels < 200’
in length and with less than 2%
of the sector’'s Atka mackerel
history receive allocation by
area according to catch
distribution in those areas;
remainder of the Atka mackerel
allocated equally in each area
to vessels > 200’ length or with
more than 2% of the sector’s
Atka mackerel allocation

A qualified vessel that has not
fished after 1997 will receive an
allocation of no less than 0.5%
for yellowfin sole, 0.5% for rock
sole, and 0.1% for flathead sole

Allocation: based on total catch
history, 1998-2004 drop the 2
lowest years of catch

Atka mackerel: each vessel receives
historic catch for all areas
combined; vessels < 200’ in length
and with less than 2% of the
sector’'s Atka mackerel history
receive allocation by area
according to catch distribution in
those areas; remainder of the Atka
mackerel allocated equally in each
area to vessels > 200’ length or with
more than 2% of the sector’'s Atka
mackerel allocation

A qualified vessel that has not fished
after 1997 will receive an allocation
of no less than 0.5% for yellowfin
sole, 0.5% for rock sole, and 0.1%
for flathead sole

Excessive share |None
limits

No limit on consolidation

No single person may hold no
more than 50% of the catch
history of an allocated species

No single person may hold more than
30% of the catch history of an
allocated species on an aggregate
basis, except that should an initial
allocation exceed 30%, it will be
grandfathered in.

No vessel may harvest more than
20% of the entire sector allocation;
initial allocation grandfathered
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Alternative 1
(Status Quo)

Alternative 2

Alternative 3

Alternative 4
(Preferred)

Sideboards

None

Sector wide: established based

on participation in oth
fisheries, 1998-2002;

halibut PSC based on usage by
area, 1998-2002; only vessels
that have GOA wide weekly
participation in the flatfish
fisheries over the threshold
during the qualifying period
would be eligible to participate
in the GOA flatfish fisheries
Within sector: established

between cooperative

cooperative participants for

unallocated species

er on participation in other
for GOA

area, 1995-2003
Within sector: established
cooperative participants for

unallocated species

and non-

Sector wide: established based

fisheries, 1995-2003; for GOA
halibut PSC based usage by

between cooperative and non-

BSAI
none

GOA

1) eligible to participate in the GOA
flatfish fisheries based on 10 weeks
of participation in flatfish fishery
using 1998-2004

2) sector vessels that have fished
80% of their weeks in the GOA from
2000 to 2003 will be exempted from
GOA halibut sideboards and
prohibited from fishing for all other
sideboard species in GOA; exempt
vessels may lease their BSAI
Amendment 80 history

3) Gulf-wide halibut sideboards
calculated based on actual usage
for each target fishery within each
area for the H&G trawl CP sector
using 1998-2004

4) GOA pollock, Pacific cod, and
directed rockfish sideboards for the
H&G trawl CP sector based on
retained catch of the sector as a
percent of retain catch of all sectors
from 1998-2004 for each GOA area

5) CGOA rockfish demonstration
program takes precedence

6) sideboards apply to vessels and
LLPs used to generate harvest
shares

7) GOA rationalization program when
complete will supersede
Amendment 80 sideboards

8) Amendment 80 sideboards for PSC
and GOA are applicable to all
vessels and established as an
aggregate cap.

9) aggregate sideboard limits will be
established
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Description of the Alternatives

Alternative 1
(Status Quo)

Alternative 2

Alternative 3

Alternative 4
(Preferred)

cbDQ 7.5% of groundfish and

prohibited species (except
herring) allocated to CDQ
multispecies fishery

10% of allocated species, plus
secondary species caught
incidentally in directed
fisheries, to CDQ multispecies
fishery; PSQ proportional to the
CDQ allocation (except halibut,
herring, and Chinook salmon)

15% of allocated species, plus
secondary species caught
incidentally in directed
fisheries, to CDQ multispecies
fishery; PSQ proportional to the
CDQ allocation (except halibut,
herring, and Chinook salmon)

10.7% of each BSAI species with
directed fisheries (in addition to
Pacific cod); 10.7% of each PSQ
species (except halibut, herring, and
Chinook salmon)
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1.7.1 Alternative 1: No Action

The current management of groundfish and prohibited species catch in the BSAI would remain in effect
for this alternative. As stated previously, the President signed the Coast Guard and Maritime
Transportation Act of 2006 (Public Law 109-241) into law on July 11, 2006. Among other actions, this
Act amends Section 305(i) of the Magnuson Stevens Act, which pertains to the CDQ Program. The MSA
amendments include a change to make the CDQ Program allocations a directed fishing allocation 10
percent upon the establishment of sector allocations or development of cooperative program (Section
305(1)(1)(B)(ii)(1). In sum, selecting this alternative would not establish sector allocations or a
cooperative program, and thus the CDQ allocations for the Amendment 80 species would remain at 7.5
percent.

Given that the CDQ allocations would remain at 7.5 percent under this alternative, then after deducting
7.5 percent for reserves and 7.5 percent for the CDQ program, the remaining portion of TAC would be
available to any vessel with a Federal license. For Eastern Aleutian District and the Bering Sea subarea
Atka mackerel, up to 2 percent of the ITAC may be allocated to jig gear. Currently, only one percent is
allocated to jig gear. For further details on the current management of the species to be allocated under
this proposed action, please refer to Section 1.9.1.

Starting in 2008, H&G trawl CP vessels over 125’ in length will be required to meet an annual GRS. The
GRS will be phased in over a four year period, starting at 65 percent in 2008 followed by an increase to
75 percent 2009, 80 percent in 2010, and finally 85 percent in 2011 and each year after. Only H&G trawl
CP vessels over 125 would be required to meet the GRS. The GRS will be enforced on an individual
vessels basis. All regulated vessels will be required to use NMFS-approved scales to determine the weight
of total catch and either obtain sufficient observer coverage to ensure every haul is observed for
verification that all fish are weighed, or use an alternative processing plan approved by NMFS. Mixing of
catch from two or more hauls, prior to sampling by an observer, will be prohibited.

1.7.2 Alternative 2: Multiple Cooperatives

This alternative would allocate the following species to the H&G trawl CP sector: yellowfin sole, rock
sole, flathead sole, Atka mackerel by subarea, and Aleutian Islands subarea Pacific Ocean perch—
referred to as primary target species. Allocation of these species to the sector would be in proportion to
the retained catch of the H&G trawl CP sector relative to the retained catch of all vessels, for the years
1998 to 2002." H&G trawl CP sector allocations of the primary target species would be managed as a
hard cap: when the sector harvests all of its allocation of a primary target species, all directed fisheries for
that species, as well as those fisheries that incidentally catch that species, would close for the sector.

The unallocated portion of the primary target species quota would be reserved for the Non-H&G trawl
fishery, which is composed of the AFA trawl CP sector, AFA trawl CV sector, and Non-AFA trawl CV
sector. Primary species quota cannot be rolled over between trawl sectors under this alternative.

This alternative includes a quota threshold of 125,000 mt for the yellowfin sole quota. If, in a given year,
the quota exceeds this threshold, the excess would be allocated in the following manner: 30 percent to the
H&G trawl CP sector and 70 percent to the limited access trawl fishery. Specifically for this excess
allocation, a two-way rollover option is allowed. A portion of the yellowfin sole reserve allocated to
either the H&G trawl CP sector or the limited access trawl fishery would be rolled over to the other
sector. A portion of the yellowfin sole reserve allocated to either the H&G trawl CP sector, or the limited
access trawl fishery, would be rolled over to the other sector, if, after a specified data (August 1 or
September 1), there is any quota that is projected to remain unused. AFA sideboards do not apply to the
yellowfin sole threshold fishery.

! All allocations are after allocations to the CDQ program and, in the case of Atka mackerel, after any allocation to the jig sector.
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The H&G trawl CP sector would receive a PSC allowance under this alternative, which would be based
on the sector’s historical usage of PSC in the directed fisheries for the allocated primary species, plus
Pacific cod during the years from 1998 to 2002, inclusive.

The eligibility criteria for the H&G trawl CP sector have been determined by Congress, in the provisions
of the BSAI CP Capacity Reduction Program, which was passed in November 2004. In order to qualify
for the sector, a license holder must have trawl and catcher processor endorsements on its License
Limitation Program permit (LLP), and must own a Non-AFA vessel that caught and processed 150 mt of
groundfish with trawl gear between 1997 and 2002.

Only catch history from eligible vessels will be credited in the cooperative program. The catch history
assigned to the first license of the eligible vessel will be the catch history of the eligible vessel. Any catch
history from an eligible vessel that is sunk, is otherwise a constructive total loss, or permanent inability of
a vessel to be used in the Amendment 80 Program as documented by the vessel owner and NMFS either
before or after the qualifying period, will be credited to the license that arose on the vessel. Any such
license assigned to an eligible vessel will be credited with the catch history of that vessel during
cooperative apportionment.

Licenses and vessels used to qualify for Amendment 80 (either to be included in the H&G trawl CP sector
or to be used in Amendment 80 cooperative formation) are restricted from being used outside of the
Amendment 80 sector, except that any eligible vessel authorized to fish pollock under the AFA would
still be authorized to fish under this statute.

To operate as a cooperative, membership must include at least three separate entities, and must be
composed of at least 15 percent of the qualified vessels. Those participants who do not elect to join a
cooperative may participate in the sector’s limited access fishery.

Allocation of the primary target species and PSC allowance to the cooperative and the sector’s limited
access fishery would be in proportion to the total catch of the primary target species of the eligible license
holders included in each pool, for the years 1998-2002, by species, during this period. PSC would be
apportioned to target species and Pacific cod, based on average use of PSC in each target species during
years 1998-2004.

Atka mackerel will be allocated using two different apportionment methods to two different vessel types.
Each vessel will receive credit for its historic share of the sector’s Atka mackerel allocation using total
catch from 1998-2002 for all subareas combined. Allocations to non-mackerel vessels (less than 200’ in
length having less than 2 percent of the sector’s Atka mackerel history) would receive their allocation by
area according to each non-mackerel vessel’s catch in each subarea during this same year period. After
removing the non-mackerel portion, the remaining amount is then allocated to the mackerel vessels
(vessels that are greater than 200’ in length or harvested more than 2 percent of the sectors mackerel
allocation) will receive their represective percentages (adjusted to 100%) equally in each area.

A qualified vessel that has not fished after 1997, will receive an allocation under the cooperative program
of no less than 0.5 percent of the yellowfin sole catch history, 0.5 percent of the rock sole catch history,
and 0.1 percent of the flathead sole catch history.

Within the H&G trawl CP sector, consolidation would not be constrained. An eligible participant (either
individual or entity) would not be limited as to the percentage of the H&G trawl CP sector’s allocation it
can use, or the number of licenses and qualified catch that it may hold.

Sideboards for the H&G trawl CP sector would be established in regulation, based on the sector’s
participation in other fisheries during the same years used to calculate the sector’s allocation, (1998 to
2002). Sideboards for those species that close on TAC in the GOA and the BSAI would be established,
based on retained catch of the H&G trawl CP sector, divided by the retained catch of all sectors from
1998 to 2002. Sideboards would also be established for halibut PSC in the GOA, based on actual halibut
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PSC usage by the H&G trawl CP sector in each target fishery in the GOA deep and shallow water
complexes, by area, between 1998 and 2002. Only vessels with LLPs that have Gulf-wide weekly
participation in the flatfish fisheries over a threshold number of weeks during a qualifying period would
be eligible to participate in those fisheries. The sideboards would remain in place until such time as other
fisheries are rationalized (including sector allocations for the Pacific cod fishery). Within the H&G trawl
CP sector, sideboards would be established between cooperative and non-cooperative participants for
unallocated species, based on the same years. Sideboards would apply to eligible licenses and associated
vessels from which the catch history arose.

The CDQ Program would be allocated 10 percent of each primary target species, and the associated
species taken incidentally, except Pacific cod, in the prosecution of these directed fisheries. With the
exception of halibut, herring, and Chinook salmon, the prohibited species allowance allocated to the CDQ
Program as prohibited species quota reserves would also continue to be issued at the same percentage as
the CDQ groundfish allocation. Halibut PSC would remain at 7.5 percent allocation.

1.7.3 Alternative 3: Single Cooperative

This alternative would allocate the following species (referred to as the primary target species) to the
H&G trawl CP sector: yellowfin sole, rock sole, flathead sole, Atka mackerel by subarea, and Aleutian
Island Pacific Ocean perch. Allocation of these species to the sector would be in proportion to the retained
catch of the H&G trawl CP sector, relative to the total catch by all vessels, for the years 1995 to 2003.
The unallocated portion of the primary target species quota would be reserved for the Non-H&G trawl
fishery, which is made up of the AFA trawl CP sector, AFA trawl CV sector, and the Non-AFA trawl CV
sector. H&G trawl CP sector allocations of the primary target species would be managed as a soft cap:
when the sector harvests all of its allocation of a primary target species, the species would be placed on
prohibited species status, and would need to be discarded.

Alternative 3 also includes a rollover provision: any portion of the primary target species in the general
limited access fishery projected to remain unharvested would be rolled over to the H&G trawl CP sector.

This alternative also includes a quota threshold of 100,000 mt for the yellowfin sole quota. If, in a given
year, the quota exceeds this threshold, the excess would be allocated in the following manner: 70 percent
to the H&G trawl CP sector and 30 percent to the limited access trawl fishery. Any yellowfin sole above
the threshold that is projected by the NOAA Regional Administrator to go unharvested would be rolled
over to the other threshold recipients (H&G trawl CP sector, or the general limited access fishery).

The H&G trawl CP sector would receive a PSC allowance under this alternative. Usage of PSC by all
H&G trawl CP vessels in each allocated target fishery plus Pacific cod, from 1995 to 2002, would be
calculated as a proportion of the H&G trawl CP sector’s share of the target species quota. The sector’s
PSC allowance for each prohibited species would be 95 percent of the total amount calculated using this
formula.

As is the case under Alternative 2, the eligibility criteria for the H&G trawl CP sector have been
determined by Congress in the provisions of the BSAI CP Capacity Reduction Program. In order to
qualify for the sector, a license holder must have trawl and catcher processor endorsements on their LLP
and must own a vessel that caught and processed 150 mt of groundfish with trawl gear between 1997 and
2002.

Again, only catch history from eligible vessels will be credited in the cooperative program. The catch
history assigned to the first license of the eligible vessel will be the catch history of the eligible vessel.
Any catch history from an eligible vessel that is sunk, determined a constructive total loss, or permanent
inability of a vessel to be used in the Amendment 80 Program as documented by the vessel owner and
NMEFS either before or after the qualifying period will be credited to the license that arose on the vessel.
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Any such license assigned to an eligible vessel will be credited with the catch history of that vessel during
cooperative apportionment.

Licenses and vessels used to qualify for Amendment 80 (either to be included in the H&G trawl CP
sector, or to be used in Amendment 80 cooperative formation) are restricted from being used outside of
the Amendment 80 sector, except that any eligible vessel authorized to fish pollock under the AFA would
still be authorized to fish under this statute.

To operate as a cooperative, membership must include as least three separate entities, and would need to
be composed of at least 67 percent of the qualified vessels. Those participants who do not elect to join a
cooperative could participate outside the cooperative in the sector’s limited access fishery.

Allocation of the primary target species and PSC allowance to the cooperative and sector’s limited access
fishery would be in proportion to the total catch of the primary target species of the eligible license
holders included in each pool, for the years 1995-2003, dropping the three lowest annual catches for the
license, by species, during this period. PSC would be apportioned to target species and Pacific cod, based
on average use of PSC in each target species during years 1998-2004.

Atka mackerel will be allocated using two different apportionment methods to two different vessel types.
Each vessel will receive credit for its historic share of the sector’s Atka mackerel allocation, using total
catch from 1995-2003, drop three years for all subareas combined. Allocations to non-mackerel vessels
(less than 200’ in length, having less than 2 percent of the sector’s Atka mackerel history) would receive
their allocation by area according to each non-mackerel vessel’s catch in each subarea during this same
year period. After removing the non-mackerel portion, the remaining amount is than allocated to the
mackerel vessels (vessels that are greater than 200’ in length, or more than 2 percent of the sectors
mackerel allocation) based on their respective percentages equally in each area.

A qualified H&G trawl CP vessels that did not fished after 1997 will receive an allocation under the
cooperative program of no less than 0.5 percent of the yellowfin sole catch history, 0.5 percent of the rock
sole catch history, and 0.1 percent of the flathead sole catch history.

Consolidation in the H&G trawl CP sector would be limited by a use cap that applies to each person
(using the “individual and collective rule”). No single person may use or hold more than 50 percent of the
sector’s combined allocation for each allocated species. However, if a person’s attributed history at initial
allocation is greater than the use cap threshold, the person’s ability to exceed the cap would be
grandfathered.

Sideboards for the H&G trawl CP sector would be established in regulation, based on the sector’s
participation in other fisheries during the same years used to calculate the sector’s allocation, (1995 to
2003). Sideboards for those species that close on TAC in the GOA and the BSAI would be established,
based on total catch of the H&G trawl CP sector divided by the total catch of all sectors from 1995 to
2003. Sideboards would also be established for halibut PSC in the GOA, based on the usage by the H&G
trawl CP sector in each target species in the GOA deep and shallow water complexes, by area, between
1995 and 2003. The sideboards would remain in place until such time as other fisheries are rationalized
(including sector allocations for the Pacific cod fishery). Within the H&G trawl CP sector, sideboards
would be established between cooperative and non-cooperative participants for unallocated species, based
on the same years. Sideboards would apply to eligible licenses and associated vessels from which the
catch history arose.

The CDQ program would receive an allocation of 15 percent of each primary target species, and the
associated species taken incidentally in the prosecution of these directed fisheries. With the exception of
halibut, herring, and Chinook salmon, the prohibited species allowance, allocated to the CDQ Program as
prohibited species quota reserves, would be issued at the same percentages as the CDQ groundfish
allocation. Halibut PSC would remain at 7.5 percent allocation.
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1.7.4 Alternative 4: Preferred Alternative

This alternative would allocate 100 percent of the rock sole and flathead sole to the H&G trawl CP sector.
For yellowfin sole, the allocation to the H&G trawl CP sector would be based on the ITAC level. The
following is a schedule of allocation amounts for yellowfin sole based on ITAC ranges:

< 87,500 93%
> 87,500 < 95,000 87.5%
> 95,000 <102,500 82%
>102,500 < 110,000 76.5%
>110,000<117,500 71%
> 117,500 < 125,000 65.5%
> 125,000 60%

For EAI/BS and CAI Atka mackerel, the allocation would be 98 percent the first year, but then decrease 2
percent each year over a 4-year period to 90 percent. One hundred percent of the WAI Atka mackerel
would be allocated to the H&G trawl CP sector. For EAI and CAI POP, the allocation would be 95
percent the first year, decreasing to 90 percent the second year of the program. For WAI POP, 98 percent
would be allocated to the H&G trawl CP sector. The unallocated portion of the primary target species
quota would be reserved for the trawl limited access fishery, which is made up of the AFA trawl CP
sector, AFA trawl CV sector, and the Non-AFA trawl CV sector. An ICA for the fixed gear sectors and
trawl limited access fishery would be removed before sector allocations. AFA sideboards would be
determined after CDQ reserve amounts are deducted from TAC and AFA yellowfin sole sideboards
would be removed when the yellowfin sole ITAC is 125,000 mt or greater. H&G trawl CP sector
allocations of the primary target species would be managed as a hard cap; when the sector harvests all of
its allocation of a primary target species, the cooperative would be restricted from directed fishing for that
species, as well as those fisheries that incidentally catch that species. Allocations to the general limited
access fishery would be managed using an incidental catch allowance ICA.

Alternative 4 also includes a rollover provision; any portion of the primary target species, PSC, and ICA
in the general limited access fishery, projected by NOAA Fisheries to remain unharvested, would be
rolled over to vessels that are members of a H&G trawl CP cooperative. Any rollover of halibut PSC to
the H&G trawl CP sector will be discounted 5 percent. NOAA Fisheries will perform a review on May 1,
August 1, and any time after August 1, as appropriate to determine rollover amounts by considering
current catch and PSC usage, historic catch and PSC usage, harvest capacity and stated harvest intent.

Alternative 4 would allocate 2,525 mt of halibut PSC to the H&G trawl CP sector in the initial year, then,
starting in the second year, reduce the allocation by 50 mt each year, until the sixth year and subsequent
years were the allocation would be 2,325 mt. For crab PSC, the H&G trawl CP sector shall receive 62.48
percent of the red king crab PSC, 61.44 percent of the C. opilio, 52.64 percent of zone 1 C. bairdi, and
29.59 percent of zone 2 C. bairdi. These crab PSC percentages would be reduced by 5 percent per year,
starting in the second year, until the allocations are at 80 percent of their initial allocation. The trawl
limited access fishery shall receive an allowance equal to the AFA CP/CV sideboards.

The eligibility criterion for the H&G trawl CP sector has been determined by Congress in the provisions
of the BSAI CP Capacity Reduction Program. In order to qualify for the sector, a license holder must
have trawl and catcher processor endorsements on his/her LLP and must own a vessel that caught and
processed 150 mt of groundfish with trawl gear between 1997 and 2002.

Only catch history from eligible vessels will be credited in the cooperative program. The catch history
assigned to the first license of the eligible vessel will be the catch history of the eligible vessel. Any such
qualifying catch history of an eligible vessel that has sunk, is otherwise lost, or becomes inoperable (total
constructive loss) or ineligible during or after the qualifying period will be credited to the license that
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arose on the vessel. Any such license assigned to an eligible vessel will be credited with the catch history
of that vessel during cooperative apportionment.

Licenses and vessels used to qualify for Amendment 80 (either to be included in the H&G trawl CP
sector, or to be used in Amendment 80 cooperative formation) are restricted from being used outside of
the Amendment 80 sector, except that any eligible vessel authorized to fish pollock under the AFA would
still be authorized to fish under this statute.

To operate as a cooperative, membership must include at least three separate entities, and would need to
be composed of at least 30 percent of the qualified vessels, including LLP licenses with associated catch
history for an eligible vessel that has been transferred to that LLP license under Component 7. Those
participants who do not elect to join a cooperative could participate outside the cooperative, in the
sector’s limited access fishery.

Allocation of groundfish to a cooperative (and sector’s limited access fishery) would be in proportion to
its member’s total catch of the primary target species, by the eligible vessel, during the years 1998-2004,
with each vessel dropping its two lowest annual catches, by species, during the period. PSC would be
apportioned to target species and Pacific cod based on average use of PSC in each target species fishery
during years 1998-2004. Vessels will then receive an allocation percent of PSC for each allocated species,
and Pacific cod, equal to the catch history of the allocated species. This PSC allocation will not change
from year-to-year.

Atka mackerel will be allocated using two different apportionment methods to two different vessel types.
Each vessel will receive credit for its historic share of the sector’s Atka mackerel allocation, using total
catch from 1998-2004 drop two years for all subareas combined. Allocations to non-mackerel vessels
(less than 200’ in length having less than 2 percent of the sector’s Atka mackerel history) would receive
their allocation by area, according to each non-mackerel vessel’s catch in each subarea during this same
period of years. After removing the non-mackerel vessel portion, the remaining amount is then allocated
to the mackerel vessels (vessels that are greater than 200’ in length, or more than 2 percent of the sectors
mackerel allocation) based on their respective percentages equally in each area.

A qualified vessel that has not fished after 1997 will receive an allocation under the cooperative program
of no less than 0.5 percent of the yellowfin sole catch history, 0.5 percent of the rock sole catch history,
and 0.1 percent of the flathead sole catch history.

The alternative would restrict consolidation in the H&G trawl CP sector on two levels. First, no single
person (using individual and/or collective rules) can hold catch history in excess of 30 percent of total
sector apportionment of all allocated species combined. In addition, no vessel can harvest more than 20
percent of the entire sector’s allocation. Persons (individuals or entities) that exceed the caps in the initial
allocation will be grandfathered, based on catch history held at the time of final Council action. If a
buyback program proceeds, any person or vessel that exceeds a cap due to the buyback removing catch
history would be grandfathered in at that new level.

Sideboards for the H&G trawl CP sector would be established in regulation, based on the sector’s
participation in other fisheries during the same years used to calculate the sector’s allocation. Sideboards
for those species that close on TAC in the GOA, would be established based on the total of the H&G
trawl CP sector’s catch from 1998-2004. There would be no new BSAI groundfish sideboards for the
H&G trawl CP sector imposed under this alternative.

The alternative includes several GOA sideboards provisions: 1) future eligibility to participate in the
GOA flatfish fisheries would be based on past participation in that fishery for greater than 10 weeks, 2)
H&G trawl CP vessels that have fished more than 80 percent of their weeks in the GOA flatfish fisheries
during the 2000 and 2003 period will be exempt from GOA halibut sideboards, 3) Gulf-wide halibut
sideboards for deep and shallow water complex fisheries will be based on the actual usage for each target
fisheries, 4) GOA pollock, Pacific cod, and directed rockfish species (Pacific Ocean perch, Northern
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rockfish, and Pelagic shelf rockfish) sideboards will be based on retained catch by area for the years 1998
to 2004 as a percent of total retained catch of all trawl sectors in that area. The sideboards would remain
in place until such time as other fisheries are rationalized (including sector allocations for the Pacific cod
fishery). Aggregate sideboard limits for each species receiving a sideboard will be established.
Cooperatives that sign an inter-cooperative agreement that would allow aggregation of sideboards will be
managed under aggregate sideboards. Sideboard limits will be managed as a hard cap.

The Council recommended that the CDQ program would receive an allocation of 10 percent of each
primary target species, and the associated species taken incidentally in the prosecution of these directed
fisheries. However, the Council’s recommendation must be modified to incorporate statutory changes
implemented since the Council took action on Amendment 80. The President signed the Coast Guard and
Maritime Transportation Act of 2006 (Public Law 109-241) into law on July 11, 2006. Among other
actions, this Act amends Section 305(i) of the MSA, pertaining to the CDQ Program. The MSA
amendment include a change that requires NMFS to create directed fishing allowances of 10 percent upon
the establishment of fishery cooperatives. Current management practices for fisheries managed with
directed fishing allowances include establishing an incidental catch allowance (ICA) to account for the
catch of a given species in other directed fisheries.

Subsequent to passage of the Coast Guard Act, the Magnuson-Stevens Act was reauthorized on January
12, 2007 (Public Law 109-479). Several changes were made to the language in Section 305(i), thus
replacing a portion of the revisions made by the Coast Guard Act. Relevant to this action, the Magnuson-
Stevens Act now establishes a total allocation of 10.7 percent (directed and nontarget combined) for each
directed fishery of the BSAI, to be effective January 1, 2008 (Section 305(i)(1)(B)(ii)(I)). Certain
species, including halibut, sablefish, pollock, and crab are excluded from this change. FEach total
allocation may not be exceeded, which is comparable to current CDQ management practices for affected
species. The regulatory and FMP amendments necessary to implement this change are thus included in
this amendment package, in order for the Council’s proposal for Amendment 80 to be consistent with the
Magnuson-Stevens Act. Further FMP and regulatory amendments resulting from the Magnuson-Stevens
Act revisions are undergoing analysis and legal interpretation by NOAA GC. Additional analysis of the
impacts of the Council’s preferred alternative and amended Magnuson-Stevens Act is in Section 1.10.3 of
this analysis.

The Council also recommended revisions to the CDQ program allocations of prohibited species. With the
exception of halibut, herring, and Chinook salmon, the prohibited species allowance allocated to the CDQ
program as prohibited species quota reserves would be issued at the same proportion as the CDQ
groundfish allocation. This requires that the PSQ percentage allocations for crab and non-chinook salmon
PSQ percentage allocations be increased to 10.7 percent of annual PSC limits. This effectively increases
the program allocations for the crab and non-chinook salmon PSQ categories. Upon implementation of
the Amendment 80 program, halibut PSC would remain at 7.5 percent allocation for the first two years of
the program. Beginning in the third year of the program, the 50 mt halibut reduction in the PSC allocation
for the Non-AFA Trawl CP sector would be allocated to the CDQ program, in addition to the original 7.5
percent allocation of the trawl halibut PSC limit.

1.7.5 Alternatives Considered but Not Advanced for Analysis

The Council considered several options to advance bycatch reduction. The most expansive alternatives
discussed would have allocated all of the Bering Sea/Aleutian Islands groundfish species or groundfish
species complexes that have a TAC limit set during the annual specifications process, except those
species allocated through an IFQ program or the AFA, as primary target species. However, when the
Council voted to limit Amendment 80 allocations to the H&G trawl CP sector, they also voted to reduce
the number of species that would be included in the primary target species allocation.
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Issues regarding the fleet’s ability to harvest the entire allocation may have surfaced if the Council had
voted to include all of the species in the target category. The problems would likely have focused on
small allocations of incidentally caught species, if those allocations constrained the harvest of directed
fisheries. This problem could have resulted, if incidental catches of those species closed directed fisheries.
For example, if the allocation of arrowtooth flounder closed the yellowfin sole fishery, it could have
negative economic impacts on members of the sectors that harvest yellowfin sole. Yellowfin sole are
targeted by several members of the H&G trawl CP sector, and constraining their harvest, because of
bycatch issues related to small allocations of certain groundfish species, could reduce the H&G trawl CP
sector’s overall profitability.

Because directed fishery closures resulting from harvesting all of a bycatch species’ allocation is a
primary concern associated with allocating all the TAC species, management of the allocations amounts
of each species would play a significant role in determining whether this will occur. If NOAA Fisheries
was requested to manage the sector allocations as hard caps that cannot be exceeded, it is quite possible
that closures could occur if all species were allocated under Amendment 80. Management of the sector
allocations as soft caps, caps that can be exceeded when retention of incidental catch is prohibited, results
in the sector allocations taking on some of the characteristics of management systems that do not allocate
non-target species to sectors. In that case, the allocations would be more like guidelines to limit directed
fishing for species on a sector-by-sector basis, instead of at the TAC level.

Allocating all species might lead to an imbalance in the allocations if TAC fluctuations in the future
increased the amounts of target species that are available relative to incidentally caught species. If the
shifts in TACs were large enough, the amount of incidentally caught species would not cover the amounts
needed to harvest the target species. Harvesters would then need to choose the best uses for their
incidentally caught species, knowing that those species could be the limiting factor in harvesting all the
targeted species.

The allocation formula being considered could be calculated using retained catch as the numerator.
Basing the allocation calculations on retained catch would penalize persons that did not retain incidental
catch and reward those that did. The H&G trawl CP sector could be very limited in their ability to harvest
target species by this formula, if all species were allocated to sectors. For example, if an incidentally
caught species has a natural bycatch rate in a target fishery, and that species was retained at levels below
the natural bycatch rate, the sector would not be allocated enough of that incidentally caught species to
harvest their directed fisheries, all things equal. If the sector had retained that species, they would be
allocated a larger percentage of the TAC than they traditionally caught. Their fishing operations would be
less likely to be constrained by those species, as a result of the larger allocation, than they would have
been if the allocation was based on total catch. The estimated changes in allocation percentages, based on
the various allocation options under consideration, are shown in the allocation tables presented later in
this document.

The allocation formula selected by the Council could include years when each sector’s incidental catch
rates did not reflect current conditions. Incidental catch rates vary from year-to-year based on relative
species abundance, times of the year harvests were made, and how gear is fished. If these factors have
changed from the period used in the initial allocation, to when cooperatives are implemented, it could
distort the relative amounts of incidentally caught species that need to be harvested in the directed
fisheries.

Finally, market conditions could change so that species historically taken as incidental catch would be
economically desirable to take in a directed fishery. Depending on the amount of that species a sector is
allocated, they may only have enough to use as incidental catch in their other target fisheries. In this case,
vessel operators could simply retain the species historically taken as incidental catch. This strategy could
allow them to more fully utilize their sector’s allotment of all species. If that harvesting approach is not
feasible, because of other factors associated with processing or marketing of the various products, the
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vessel operators could consider targeting the species. For this approach to make economic sense, the
increased revenue generated by targeting and selling the species that previously had little or no value
would need to be sufficient to off-set any reductions in net revenue resulting from reduced harvests in
target species. If that does occur, it may make economic sense for individuals to modify their harvest
strategy and forgo traditional directed fisheries to target that species.

Given the above discussion, it is possible that species incidentally harvested, as part of another fishery,
would not be allocated in proportions that allow vessel operators to optimize the sector’s harvest. Strict
enforcement of each sector’s allocation could result in some sector’s harvests being limited beyond what
was intended when the regulations were developed.

Producer surplus would be reduced if the allocations were not made at levels that would allow target
fisheries to be supported by reasonable incidental catch levels and no mechanism was built into the
program to allow sectors to trade species. Options that would exclude some species from the initial
allocation were also proposed to alleviate problems associated with determining the optimal allocation
formula for incidentally caught species.

Other alternatives were considered that would have excluded species from the initial allocation if they
were expected to preclude the sector from harvesting their allocation of directed fisheries. Before these
alternatives could have been implemented, the species that would be excluded must be defined. The
species defined as target species and included in the sector allocations could have included all of the
species currently taken in directed fisheries as well as some species that have been harvested as incidental
catch. Species with relatively small TACs and that are difficult to avoid catching in other directed
fisheries, were most likely to be excluded from the target list.

The CDQ program provides some indication of problems that have been encountered when allocating
smaller TACs to a sector. Those problems would likely be encountered if the same species were allocated
to the H&G trawl CP sector. Because of these problems in the CDQ program, the Council felt it was
appropriate to exclude species that met that criterion from the sector allocations. Bering Sea Northern,
rougheye, and shortraker rockfish are examples of species that are currently not allocated to specific
groups in the CDQ program. Those species are managed by NOAA Fisheries at the CDQ level. That
management system corresponds to the non-target classification proposed under this component. Those
species would not be assigned to the H&G trawl CP sector and would be available for any eligible vessel
to harvest. TACs for those species would be monitored by NOAA Fisheries and they would close directed
fishing for the species as appropriate. Those closures may occur at the start of the year, if insufficient
amounts of catch are available, or closure notices may be issued when the TAC has been harvested to the
point that the remaining quota is needed as incidental catch in other target fisheries.

Squid has been treated differently than other species in the CDQ program. Initially, it was allocated to
CDQ groups, but because of the randomness of the incidental catch, CDQ groups had problems staying
within their allocation. These problems of managing the incidental catch amount caused the CDQ groups
to request that squid be removed from the program. Subsequent to that request, squid allocations were
removed from the CDQ program. Currently squid is managed at the BSAI level, with no further
subdivisions of the quota. Therefore, squid harvests are not counted against the overall CDQ catches
when determining if fisheries should be closed. That approach is equivalent to not allocating squid to
H&G trawl CP sector in this program. Squid would continue to be managed as a non-target species.
Directed fisheries that harvest incidental amounts of squid, primarily the pollock fishery, would not be
impacted unless incidental squid catches approach the overfishing level. Because the majority of the
incidental squid catch is taken in the pollock fishery, sectors that do not harvest pollock are less likely to
be substantially impacted by the treatment of squid in this program. H&G trawl CP sector vessels, except
the few that are allowed to harvest up to 2,000 mt of pollock, are precluded from fishing pollock under
the AFA.

66 Secretarial Review Draft April 20, 2007



BSAI Groundfish Amendment 80 Description of the Alternatives

The Council also considered what mechanism should be developed to alter the species allocated to sectors
in the future. That mechanism would need to define the criteria that must be met before a species could be
added or deleted from the target list. For example, if a target species TAC is subdivided (or combined) in
the future, the mechanism could allow those changes to be anticipated in the allocation rules. Or, if a
species in the non-target category starts being taken as a directed fishery and its harvest limits some
sector’s ability to take their target allocations, it could be moved to the target category. The criteria for
moving a species could be reviewed during the normal October and December specification cycles, when
the TACs for the next year are developed. The allocation rules would need to be clearly defined to
implement the changes in this short timeline. However, if a mechanism were not developed, an FMP
amendment would be required to change the list of target species. Changing the target species list through
an FMP amendment could require a considerable amount of time to implement (it could take several years
depending on the Council workload). Because of all the above problems associated with allocating some
TAC species, the Council decided to move forward with the alternative that allocates species that are
primary targets of the H&G trawl CP sector.

The Council also considered an option to limit eligibility to participate in the directed fishing for the
allocated species for the trawl catcher vessel sectors (AFA CV and Non-AFA CV). The option would
have required 1,000 mt, 150 mt, or 1 landing of groundfish between 1995 and 2004 based on retain catch.
The intent of this option was to restrict latent catcher vessel licenses from participating in the fisheries for
the allocated species. In February 2006, the Council removed this option from Amendment 80 and
clarified that the catcher vessel eligibility option should be included in a separate action.

1.8 Components and Options for Amendment 80

Provided below are the components and options that define the sector allocations in Amendment 80.
These components and their respective options and suboptions are divided into four issues comprising 13
components in total. The four issues are, (1) allocations of BSAI non-pollock groundfish between the
H&G trawl CP sector and the trawl limited access fishery, (2) PSC allowance for the H&G trawl CP
sector and the trawl limited access fishery, (3) cooperative formation requirements for the H&G trawl CP
sector, and (4) the option for implementing a yellowfin sole threshold fishery. Note that Alternatives 2, 3,
and 4 represent specific combinations of components and options for analysis. The Council’s preferred
alternatives has been identified in this document by an asterisk and text has been bolded.

1.8.1 Issue 1: Sector Allocation of BSAI Non-Pollock Groundfish to the Non-AFA trawl
Catcher Processor Sector and CDQ Program

*Component 1 Allocate only the following primary target species to the H&G trawl CP sector:
yellowfin sole, rock sole, flathead sole, Atka mackerel, and Aleutian Islands Pacific Ocean perch.
Species could be added or deleted through an amendment process.

Component 2 CDQ allocations for each primary target (Component 1) species in the program
shall be removed from the TACs prior to allocation to sectors at percentage amounts equal to one
of the following.

Option 2.1 7.5%
*Option-2.2  10%
Option 2.3 15%

*For Amendment 80 species, the reserves would be set at 10% of the TAC and all would be
allocated to the CDQ reserves
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CDQ allocations for secondary groundfish species (except Pacific cod) taken incidental in the
primary trawl target fisheries shall be removed from the TACs prior to allocation to sectors at
percentage amounts equal to one of the following:

Suboption 2.1 7.5%
*Suboption 2.2 10%
Suboption 2.3 15%

Suboption 2.4 At species specific percentages that reflect historical incidental catch rates in the
directed fisheries for the primary species by the Non-AFA trawl Catcher Processor sector during

1998-2003.
Suboption 2.5 The Council can select percentages for each of the secondary species allocated to
the CDQ Program

Component 3  Identifies the sector allocation calculation (after deductions for CDQs, ICAs, and
other existing fishery allocations, i.e., Atka mackerel jig) for the H&G trawl CP sector. The
remaining portion of the primary species TAC included in this program would be allocated to the
BSALI trawl limited access fishery.

For purposes of allocation to the H&G trawl CP sector, each primary species allocation is based upon the
years and percentage of catch history selected in Component 4, using one of the following:

Option 3.1  Total legal catch of the sector, over total legal catch by all sectors

Suboption 3.1.1 An ICA would be taken off the top to accommodate incidental bycatch
that applies only to fixed gears.

Option 3.2 Retained legal catch of the sector, over retained legal catch by all sectors
Option 3.3  Retained legal catch of the sector, over total catch by all sectors

*Option 3.4 For purpose of allocation to the H&G trawl CP sector, each primary species
allocation is:

Rock Sole 100%

Flathead Sole 100%

Atka Mackerel 98% in 541/EBS and 542, in the first year of the program, decreasing
by 2% increments over 4-yr period to 90%. 100% in 543.

Al POP 95% in 541 and 542 in the first year of the program, decreasing to
90% in the second year of the program. 98% in 543.
Yellowfin Sole ITAC (mt) H&G trawl CP/Limited Access
< 87,500 93%/7%
> 87,500 < 95,000 87.5%/12.5%
> 95,000 < 102,500 82%/18%
>102,500 < 110,000 76.5%/23.5%
>110,000 <117,500 71%/29%
> 117,500 < 125,000 65.5%/34.5%
> 125,000 60%/40%

AFA yellowfin sole sideboards are removed when the yellowfin sole
ITAC is 125,000 mt or greater

*Suboption 3.4.1 Allocations would be managed as a hard cap for the H&G sector,
and for the Non H&G sector, an ICA would be taken off the top to
accommodate incidental bycatch by the non-H&G sector. AFA
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vessel sideboard amounts will be determined after CDQ reserve
amounts are deducted from TAC.

Legal landing means, for the purpose of initial allocation of QS, fish harvested during the
qualifying years specified and landed in compliance with State and Federal permitting, landing,
and reporting regulations in effect at the time of the landing. Legal landings exclude any test
fishing, fishing conducted under an experimental, exploratory, or scientific activity permit, or the
fishery conducted under the Western Alaska CDQ program.

Option 3.4  Management of groundfish allocations

Suboption 3.4.1 Allocations would be managed as a hard cap. When the allocation is
reached, further fishing would be prohibited.

Suboption 3.4.2 Allocations would be managed as a soft cap. When the allocation is
reached, species would be placed on prohibited status.

*QOption 3.5 Target species, PSC, and ICA rollover: any unharvested portion of the
Amendment 80 target species or unharvested portion of PSC or ICA in the limited
access fishery that is projected to remain unused shall be rolled over to vessels
that are members of Amendment 80 cooperatives (if any).

Any roll over of halibut PSC to the H&G trawl CP sector shall be reduced by 5%.
That is, if 100 mt of halibut is available for roll over, then 95 mt of halibut would
be re-allocated to the H&G trawl CP sector. Once the initial allocation has been
determined, the H&G trawl CP sector may re-distribute the PSC among the
target species.

NMEFS shall perform a review of catch on allocated species on or before May 1 and
August 1 each year, and at such other times after August 1 as it deems appropriate.
In making its determination, NMFS shall consider current catch and PSC usage,
historic catch and PSC usage, harvest capacity and stated harvest intent, as well as
other relevant information.

Component 4 Catch history years used to determine the allocation to the H&G trawl CP sector
in Component 3.

Option 4.1  1995-2003

Option 4.2 1997-2002

Option 4.3 1998-2002

Option 4.4 1998-2004

Option 4.5 1999-2003

Option 4.6 2000-2004

Option 4.7  The Council can select percentages for each of the species allocated to the H&G trawl
CP sector.

1.8.2 Issue 2: PSC Allowance for the Non-AFA trawl Catcher Processor Sector and the
CDQ Program

*Component 5 Increase PSQ reserves allocated to the CDQ program (except halibut, herring,
and Chinook salmon) to levels proportional to the CDQ allocation of primary species under
Component 2.
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*Component 6 PSC allowances of halibut and crab to the H&G trawl CP Sector. The halibut and
crab PSC levels shall be reviewed by the Council during the fifth year of the program and adjusted
as necessary (through the normal amendment process).

Option 6.1  Apportion PSC to H&G trawl CP sector:

Suboption 6.1.1

Suboption 6.1.2

Suboption 6.1.3

Suboption 6.1.4

Allocate halibut PSC based on historical usage of PSC by the Non-AFA
trawl Catcher Processor sector from January 1, 2002 thru December 31,
2004, rather than the sector’s allocation, with the remainder available to
the other sectors.

Suboption 6.1.1.1 Reduce apportionments to 80% of calculated level

Suboption 6.1.1.1.1 Phase in PSC reductions 5% per year
starting in second year of program.

Allocation based on the PSC taken in the Non-AFA trawl Catcher
Processor sector directed fishery for allocated primary species, plus
Pacific cod.

Percentage allocations (estimates for PSC associated with Pacific cod
catch would be based on the process laid out in Component 3), selected
in Component 3 multiplied by the relevant total PSC catch by all trawl
vessels in each PSC fishery group for allocated primary species plus
Pacific cod.

Allocation of halibut PSC to the H&G trawl CP sector shall be
determined by that sector's percentage allocations of target species
groups (contained in Component 3) multiplied by the trawl PSC amounts
for those target species groups as set forth in the annual specifications.

Sectoral PSC allocations will be calculated using a predetermined fixed
target fishery bycatch rate, based on the 2002-2004 average consumption
rate across the trawl sectors based on the lesser of the TAC or the
previous year's catch, with initial allocations of the PSC to all trawl
target fisheries adjusted pro rata such that their sum equals the overall
trawl PSC allocation.

The following maximum and minimum allowances shall apply to the
initial PSC allocations: H&G trawl CP sector shall receive an allowance
of not less than 2,200 mt of halibut and not more than 2,450 mt of
halibut. Trawl limited access sectors shall receive an allowance of not
less than 950mt of halibut and not more than 1,200 mt of halibut.
Minimum and maximum allowances of crab PSC for each sector may be
selected within the range of alternatives identified in the January 2006
Amendment 80 analysis.

Option 6.2  Select a H&G trawl CP sector PSC reduction option from the following that would
apply to any PSC apportionment suboption selected in 6.1. PSC reduction options can
vary species by species. Any reduction in the H&G trawl CP sector should not result in
an increase in PSC allocation to any other sector.

Suboption 6.2.1
Suboption 6.2.2
Suboption 6.2.3

Reduce apportionments to 60% of calculated level.
Reduce apportionments to 75% of calculated level.

Reduce apportionments to 90% of calculated level.
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Suboption 6.2.4 Reduce apportionments to 95% of calculated level.

Suboption 6.2.4.1 Start the reduction in the third year of the program.
Suboption 6.2.5 Do not reduce apportionments from calculated level.
Suboption 6.2.6 Phase in PSC reductions 5% per year for Suboptions 6.2.1-6.2.4.

Suboption 6.2.7 Reductions under Suboptions 6.2.1-6.2.4 apply only to vessels that
participate in the H&G trawl CP sector’s limited access fishery.

*Option 6.3 The Council can select percentages and/or amounts for PSC allocated to the H&G
trawl CP sector.

Halibut PSC
BSAI Trawl limited access sector: 875 mt

H&G trawl CP sector: 2525 mt initial allocation with a 50 mt reduction in the
second, third, fourth, and fifth year after program implementation. In the sixth
year and subsequent years, the allocation would be 2,325 mt unless adjusted. In
the third year only, the 50 mt reduction would be reallocated to the CDQ/PSQ
reserve program.

Crab PSC

Allocation of crab PSC allocations to the H&G trawl CP sector shall be based on
the percent of historic usage of crab PSC in all groundfish fisheries from 2000-
2002 for red king crab (62.48%); and from 1995-2002 for opilio (61.44%), and
zone 1 bairdi (52.64%), and zone 2 bairdi (29.59%), (resulting percentages are
reported in the far right column in Table 3-43 in the May 5, 2006 EA/RIR/IRFA).
The initial allocation will be reduced by 5% per year, starting in the second year,
until the H&G trawl CP sector is at 80% of the initial allocation. Trawl limited
access sectors shall receive an allowance of the sum of the combined AFA CV/CP
sideboards. (Note — basing usage on a % of annual PSC limits, results in a
calculation that is crab abundance based.)

If Amendment 85 is implemented prior to Amendment 80, the H&G trawl CP sector would
receive an allocation of PSC in accordance with Amendment 85. Upon implementation of
Amendment 80, no allocation of PSC will be made to the H&G trawl CP sector under
Amendment 85.

1.8.3 Issue 3: Cooperative Development for the Non-AFA trawl Catcher Processor
Sector

*Component 7 The BSAI non-pollock groundfish CP buyback legislation establishes the vessels
eligible to participate as a catcher processor in the BSAI non-pollock groundfish fisheries. The
members of the Non-AFA trawl Catcher Processor subsector are defined as the owner of each trawl
CP:

a.) thatis not an AFA trawl CP

b.) to whom a valid LLP license that is endorsed for BSAI Trawl CP fishing activity has
been issued; and

c.) that the Secretary determines who has harvested with trawl gear and processed not less
than a total of 150 mt of non-pollock groundfish during the period January 1, 1997 —
through December 31, 2002.
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This definition establishes the vessels that may participate in the Amendment 80 program.

Restrict LLPs that are used for eligibility in Amendment 80 (either to be included in the Non-
AFA CP sector or to be used in Amendment 80 cooperative formation) from being used outside
of the Amendment 80 sector, except that any eligible vessel which is authorized to fish Pollock
under the AFA would still be authorized to fish pollock under the statute.

Only history from eligible vessels will be credited in the program. The catch history credited to
an eligible vessel will be catch history of that vessel. The catch history credited to an eligible
vessel for the first license assigned to that vessel will only be the catch history of the eligible
vessel. In the event of the actual total loss or constructive total loss of a vessel, or permanent
inability of a vessel to be used in the Program as documented by the vessel owner and NMFS
either before or after the qualifying period, the vessel owner may transfer the catch history of
the vessel that meets the Non-AFA and catch criteria of Component 7 from that vessel to the
LLP license that was originally issued for that vessel. Any such license assigned to an eligible
vessel will be credited with the catch history during the Component 10 period of the eligible
H&G trawl CP from which the license arose, except that no history can be assigned to more
than one vessel at a given time. Once the catch history has been assigned to the license, that
license must be assigned to an eligible H&G trawl CP vessel.

Component 8 Establishes the number of vessels required before the cooperative is allowed to
operate. No later than November 1 of each year, an application must be filed with NOAA fisheries
by the cooperative with a membership list for the year.

In order to operate as a cooperative, membership must be comprised of at least three separate
entities (using the 10% AFA rule) and must be:

Option 8.1 At least 15 % of the eligible vessels

*Option 8.2 At least 30% of the eligible vessels, including LLP licenses with associated catch
history for an eligible vessel that has been transferred to the LLP license under
Component 7

Option 8.3 At least 67% of the eligible vessels

Option 8.4 At least 100% of the eligible vessels

Option 8.5  All less one distinct and separate vessel using the 10% threshold rule
Option 8.6  All less one vessel

Component9  Determines the method of allocation of PSC limits and groundfish between the
cooperative and eligible H&G trawl CP participants who elect not to be in a cooperative.

*Option 9.1 Catch history is based on total catch
Option 9.2 Catch history is based on total retained catch

Assign PSC within the sector to allocated target species and Pacific cod based on the average use
of PSC in each target species from the years 1998-2004, expressed as a percent of the total PSC
allocation to the sector.

Each eligible vessel will then receive an allocation percent of PSC for catch of allocated target
species and Pacific cod equal to its proportion of the catch history of the allocated fishery.

This PSC allocation will not change from year to year (i.e., will not fluctuate annually with the
TAC).

Component 10 Determines which years of catch history are used for establishing cooperative
allocations. The allocation of groundfish between the cooperative and those eligible participants
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who elect not to join a cooperative is proportional to the catch history of groundfish of the eligible
license holders included in each pool. Applicable PSC limits are allocated between the cooperative
and non-cooperative pool in the same proportions as those species that have associated PSC limits.
The catch history as determined by the option selected under this component would be indicated on
the Sector Eligibility Endorsement, which indicates the license holder’s membership in the H&G
trawl CP sector. The aggregate histories would then be applied to the cooperative and the non-
cooperative pool.

Notwithstanding the qualifying history of the vessel, a qualified vessel that has not fished after 1997
will receive an allocation under the program of no less than:

0.5 percent of the yellowfin sole catch history
0.5 percent of the rock sole catch history
0.1 percent of the flathead sole catch history

For all other qualified vessels, the allocation will be based on:

Option 10.1 1995-2003, but each vessel drops its 3 lowest annual catches by species during this
period

Option 10.2  1997-2003, but vessel holder drops its two lowest annual catches by species during this
period

Option 10.3  1998-2002, but vessel holder drops its lowest annual catch by species during this period

Suboption 10.3.1  Each vessel does not drop its lowest annual catch by species during this
period

Option 10.4 1998-2003, but each vessel drops its lowest annual catch by species during this period
Suboption 10.4.1  Each vessel drops two years during this period
Option 10.5 1999-2003, but each vessel drops its lowest annual catch by species during this period

Option 10.6 1997-2004, but each vessel drops its two lowest annual catch by species during this
period

Option 10.7 1997 — 2004, but each vessel drops its three lowest annual catch by species during this
period

*Option 10.8 1998 — 2004, but each vessel drops its two lowest annual catch by species during
this period

Option 10.9 Select the highest percentage allocation by species, for each vessel using total catch of
the vessel over the total catch of the sector for the following four suites of years: 1997-
2003, drop 2; 1997-2004, drop 2; 1997-2004, drop 3; 1998-2004, drop 2. Different year
scenarios may be chosen for different species.

Add all of the percentages together and then adjust proportionally to 100%.
For AI POP, all vessels will receive their allocation equally in 541, 542 and 543.

Each vessel will receive its historic share of the sector’s Atka mackerel allocation based on
Component 10 (all areas combined). Vessels less than 200’ in length having less than 2% of the
sector’s Atka mackerel history (“Non-mackerel vessels”) will receive their allocation distributed
by area according to each individual vessel’s catch distribution during the component 10 years.
The remainder of EBS/541, 542 and 543 sector allocation after “Non-mackerel vessels” have been
removed will be allocated to vessels that are greater than 200’ in length or have more than 2% of
the sector’s Atka mackerel allocation (“mackerel vessels”). Mackerel vessels will receive their
respective percentages (adjusted to 100%) equally in each area.
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In the event that the H&G trawl CP sector receives an exclusive allocation of Pacific cod, that
allocation will be divided between cooperatives and the sector’s limited access fishery in the same
manner (and based on the same history) as the division of the other allocated species within the

sector.
Component 11

Option 11.1

Determines if excessive share limits are established in the H&G trawl CP sector.

There is no limit on the consolidation in the H&G trawl CP sector.

*QOption-11.2 Consolidation in the Non-AFA trawl Catcher Processor sector is limited such that

no single person (using the individual and collective rule) can hold catch history of
more than a fixed percentage of the overall sector apportionment history. The cap
would be applied on an aggregate basis (options: 20%, 30%, 40%, or 50% of the
sector’s allocation).

Suboption 11.2.1  Cap would be applied on an aggregated basis.

*Suboption 11.2.2 Persons (individuals or entities) that exceed the cap in the initial
allocation would be grandfathered based on catch history held at the time of final
Council action

*QOption 11.3 No vessel shall harvest more than 5%, 10%, 15% or 20% of the entire H&G trawl

CP sector allocation.

*Suboption 11.3.1 Vessels that are initially allocated a percentage of the sector

allocation that is greater than the vessel use cap shall be grandfather
at their initial allocation based on catch history held at the time of
final Council action.

If a buyback program proceeds, any person or vessel that exceeds a cap due to the
buyback removing catch history would be grandfathered in at that new level.

Component 12

Option 12.1

Establishes measures to maintain relative amounts of non-allocated species until such
time that fisheries for these species are further rationalized in a manner that would
supersede a need for these sideboard provisions. Sideboards shall apply to eligible
licenses and associated vessels from which the catch history arose.

BSAI and/or GOA sideboards for the H&G trawl CP sector would be established by
regulation using the same years used to calculate the apportionment of PSC and
groundfish between the H&G trawl CP and limited access pool until such time as these
other fisheries are rationalized, when the allocations are determined in these newly
rationalized fisheries.

Suboption 12.1.1  Sideboards would be allocated between cooperative and non-cooperative

Option 12.2

LLP holders, based on the same formula as Component 10.

BSAI and/or GOA sideboards for the H&G trawl CP sector would be established by
regulation by establishing percentages and/or amounts for the species/fisheries not
included in this program. These measures maintain relative amounts of non-allocated
species until such time that fisheries for these species are further rationalized in a
manner that would supersede a need for these sideboard provisions.

Suboption 12.2.1  Sideboards would be allocated between cooperative and non-cooperative

LLP holders, based on the same formula as Component 10.

*Option 12.3 In the BSAI, Pacific cod will be managed under existing sector apportionments,

with rollovers, until new Pacific cod sector allocations are implemented. Pacific
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cod will be allocated between the cooperative and non-cooperative sub-sectors
based on the same formula as Component 10.

In the BSAI management of unallocated species should remain status quo.
Option 12.4 GOA sideboard provisions

Sideboard provisions for Amendment 80 qualified H&G trawl CP sector with valid GOA LLP
with appropriate area endorsements are as follows:

*Suboption 12.4.1 Vessels associated with LLPs that have Gulf weekly participation of
greater than 10 weeks in the flatfish fishery during the years defined
in Component 10 will be eligible to participate in the GOA flatfish
fisheries.

*Suboption 12.4.2 H&G trawl CP vessel(s) that fished 80% of their weeks in the GOA
flatfish fisheries from January 1, 2000 through December 31, 2003
will be exempt from GOA halibut sideboards in the GOA. Vessel(s)
exempt from Amendment 80 halibut sideboards in the GOA may
participate fully in the GOA open-access flatfish fisheries. Vessel(s)
will be prohibited from directed fishing for all other sideboarded
species in the GOA (rockfish, Pacific cod, and pollock). The history
of this vessel(s) will not contribute to the Non-AFA CP sideboards
and its catch will not be subtracted from these sideboards.

*Suboption 12.4.2.1 Vessel(s) exempted from Amendment 80 GOA
sideboards may lease their Bering Sea Amendment
80 history.

Suboption 12.4.2.2 Vessel(s) exempted from Amendment 80 GOA
sideboards may not lease their Bering Sea Amendment
80 history.

*Suboption 12.4.3 Gulf-wide halibut sideboards for the deep and shallow complex
fisheries would be established by season calculated based on:

Option A: Bycatch rate approach for each of the target fisheries within each
of the regulatory areas (610, 620, 630, and 640) for the
Amendment 80 qualified non-AFA trawl sector for the years
defined in Component 10

*QOption B: Actual usage for the Amendment 80 qualified H&G trawl CP
sector for the years defined in Component 10. That
calculation results in the following percentages (the
percentages below do not include data from the exempt
vessel F/V Golden Fleece):
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Season
Grand
Fishery 1 2 3* 4** [ Total
GOA Deep water species trawl fishery 1.29% 10.72% 5.21% n/a* n/a** | 17.22%
GOA Shallow water species trawl fishery 0.48% 1.89% 1.46% 0.74% 5.98% | 10.55%
Grand Total 1.77% 12.61% 6.67% 0.74% 5.98% | 27.77%

Source: NPFMC summary of NMFS weekly PSC reports

Note: F/V Golden Fleece data have been deducted from the above table

* Third season deep water PSC limit is adjusted to remove allocation of halibut PSC to CPs in the RDP.
**Fourth season deep water was combined with first season deep water and would rollover if not fully utilized
***Deep and Shallow water species have been combined since their was no seasonal species specific
apportionment identified in the past

Option C: The Council may select a percentage for halibut sideboards
which is between options A and B.

*Suboption 12.4.4 GOA pollock, Pacific cod, and directed rockfish species (POP, NR,
and PSR) sideboards for the Amendment 80 qualified H&G trawl
CP sector would be established using the years defined in
Component 10, where catch is defined as retained catch by Gulf area
as a percentage of total retained catch of all sectors in that area.

*Suboption 12.4.5 While the CGOA rockfish demonstration program is in place, the
CGOA rockfish demonstration program takes precedence. The
demonstration program would remove the need for catch sideboards
for the CGOA directed rockfish species. The Amendment 80 CPs
deep water complex halibut mortality sideboard cap for the 3rd
seasonal allowance (in July) will be revised by the amount of the
deep water complex halibut mortality allowance is allocated to the
rockfish demonstration program for the Amendment 80 qualified
H&G trawl CP sector while the demonstration program is in effect.

*Suboption 12.4.6 Sideboards apply to vessels (actual boats) and LLPs used to generate
harvest shares that resulted in allocating a percentage of the
Amendment 80 species TACs to the H&G trawl CP sector. The
intent is to prevent double-dipping with respect to GOA history
related to sideboards.

*Suboption 12.4.7 On completion of a comprehensive rationalization program in the
GOA, any sideboards from the BSAI Amendment 80 plan
amendment will be superseded by the allocations in the GOA
rationalization program.

*Suboption 12.4.8 GOA PSC and groundfish sideboard limits will be established. An
aggregate sideboard limit for each sideboarded species will be
established for all vessels subject to sideboards.

1.8.4 Issue 4: Development of a Yellowfin Sole Threshold Fishery

Component 13 The Council will allocate yellowfin sole, above the threshold, to participating sectors
when the ITAC is anticipated to reach the threshold level. ITAC below the threshold level would be
allocated to the Non-AFA trawl Catch Processor sector based on the formula determined in Components
3 and 4. Threshold levels for other species may be developed at a later date. AFA sideboards do not apply
to the YFS threshold fishery.

Option 13.1 Threshold Rollover options:
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Suboption 13.1.1  No rollover provision

Suboption 13.1.2  Any unharvested portion of the threshold reserve allocated to the limited
access fishery that is projected to remain unused by a specific date
(August 1 or Sept 1) shall be reallocated to the H&G trawl CP sector.
Any unharvested portion of the threshold reserve allocated to the H&G
trawl CP sector that is projected to remain unused by a specific date
(Augustl or September 1) shall be reallocated to the limited access
fishery.

Suboption 13.1.3  Allow rollovers of any portion of the yellowfin sole TAC that is
projected by the NOAA Regional Administrator to go unused. The
NOAA Regional Administrator would be responsible for determining
both the amount and the timing of the rollover.

Option 13.2  Yellowfin sole threshold options:

Suboption 13.2.1 80,000 mt
Suboption 13.2.2 100,000 mt
Suboption 13.2.3 125,000 mt
Suboption 60% H&G trawl CP sector and 40% limited access fishery
Suboption 13.2.4 150,000 mt
Suboption 13.2.5 175,000 mt

Option 13.3  Allocate the threshold reserve to the H&G trawl CP sector and the BSAI limited access

fishery using one of following suboptions:
Suboption 13.3.1  30% H&G trawl CP sector and 70% limited access fishery
Suboption 13.3.2  50% H&G trawl CP sector and 50% limited access fishery
Suboption 13.3.3  70% H&G trawl CP sector and 30% limited access fishery

1.8.5 Other Elements of Amendment 80

This section provides additional specifics and elements for the H&G trawl CP cooperative
program. These specifics and elements are common for any cooperative program that might be
developed.

*The cooperative program developed in Amendment 80 would not supersede pollock and
Pacific cod IR/IU programs.

*The Groundfish Retention Standards (GRS) (Amendment 79) would be applied to the
cooperative as an aggregate on an annual basis and on those vessels who that did not join a
cooperative as individuals.

*H&G trawl CP sector participants that did not elect to join a cooperative would be subject
to all current regulations including all restrictions of the LLP and the GRS if approved.

*All qualified license holders participating in the fisheries of the H&G trawl CP sector for
Amendment 80 species would need to have trawl and catcher processor endorsements with
general licenses for BSAI and the additional sector eligibility endorsement. Length limits
within the license would also be enforced, such that any replacement vessel entering the
fishery would not exceed the Maximum Length Overall (MLOA) specified on the license.
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*Permanent transfers of an eligible vessel, its associated catch history, and its permit would
be allowed. Eligible vessels, their associated catch history, and sector eligibility endorsement
would not be separable or divisible. In the event of an actual total loss or constructive total
loss of a vessel, or permanent inability of a vessel to be used in the Program, catch history
would be attached to the license that arose from the vessel and could not be separable or
divisible. All transfers must be reported to NOAA Fisheries in order to track who owns the
sector eligibility permit and harvest privileges of a vessel. The purchaser must be eligible to
own a fishing vessel under MarAd regulations, or any person who is currently eligible to
own a vessel.

*Annual allocations to the cooperative will be transferable among H&G trawl CP
cooperative members. Such transfers will not need NOAA Fisheries approval.

*Annual allocations to the cooperative will be transferable among H&G trawl CP
cooperatives. Inter-cooperative transfers must be approved by NOAA Fisheries.

*Any non-trawl or non-BSAI catches by qualified license holders that are considered part
of the H&G trawl CP sector will not be included in the defined cooperative program. In
addition, these non-trawl or non-BSAI catches allocated to the H&G trawl CP sector would
not necessarily be excluded from other rationalization programs.

*Catch history used for allocation and eligibility purposes will be legal and documented
catch.

*Disposition of groundfish species not allocated to the H&G trawl CP sector will not change
as a result of the cooperative program developed in Amendment 80.

*Bycatch limits for non-specified species or marine resources would not be established.
However, if the Council deems that bycatch is unreasonable, specific regulations to
minimize impacts would be considered.

*AFA halibut PSC sideboard limits will be fixed at the 2006/2007 level. (The intent is to fix
the AFA halibut sideboard amounts, in metric tons, at the level listed in the 2006/2007
NMFS reports).

*The allocation of halibut PSC between the AFA trawl CP and trawl CV sector under
Amendment 85 will incorporate the reallocation of halibut PSC to the Amendment 80
sector.

*The cooperative(s) would need to show evidence of binding private contracts and remedies
for violations of contractual agreements would need to be provided to NOAA Fisheries. The
cooperative would need to demonstrate adequate mechanism for monitoring and reporting
prohibited species and groundfish catch. Participants in the cooperative would need to
agree to abide by all cooperative rules and requirements.

*Specific requirements for reporting, monitoring and enforcement, and observer protocols
will be developed in regulations for participants in the H&G trawl CP sector. These
monitoring and enforcement provisions are described in Section 3.3.7 of the April 2006
EA/RIR/IRFA. Revisions to 3.3.7 have been described in a March 27, 2006 letter from
NMEFS to the Council. Modifications to the monitoring and enforcement requirements
described in the current version of the EA/RIR/IRFA necessary to accommodate changes in
GOA sideboard provisions, or other issues, will be incorporated in the Secretarial review
draft of the EA/RIR/IRFA.

*A socioeconomic data collection program, as described in Section 3.2.12.15 of the May 5,
2006 draft EA/RIR/IRFA for Amendment 80, will be implemented for the H&G trawl CP
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sector. The program will collect economic data from the H&G trawl CP sector similar to
the types of cost, revenue, ownership, and employment data included in the draft Cost,
Earnings, and Employment Survey in Appendix 3 of the May 5, 2006, draft EA/RIR/IRFA
prepared for Amendment 80. Data will be collected on a periodic basis.

The purpose of the data collection program is to understand the economic effects of the
Amendment 80 program on vessels or entities regulated by this action, and to inform future
management actions. The data are needed to assess whether Amendment 80 addresses some
goals in the problem statement to mitigate, to some degree, the costs associated with bycatch
reduction. Data will be used by Council and agency staff, recognizing that confidentiality is
of extreme importance.

Economic data collected under this program include employment data by vessel collected to
determine the labor amounts and costs for the sector. In addition, revenue and cost data by
vessel will be collected to evaluate trends in returns to the sector that may be compared with
elements of the Amendment 80 program, such as bycatch reduction measures.

1.9 Existing Conditions in the Fishery

This section describes the conditions in the BSAI groundfish fishery under the current management
regime. Because the status quo alternative would continue the current management structure, its retention
is unlikely to result in substantial change in the fisheries. This section also provides much of the status
quo baseline that is used to assess the effects of Amendment 80 alternatives under consideration.
Beginning with a brief description of the current management regime, this section provides a description
of the subject fisheries. A more detailed description of the H&G trawl CP sector is provided. Product
markets and estimated historic first wholesale prices are described. Finally, a brief description of
community dependence, and a description of the Western Alaska Community Development Quota
program are provided.

1.9.1 Management of the Fisheries

The BSAI management area encompasses the U.S. Exclusive Economic Zone (EEZ) of the eastern Bering
Sea and that portion of the North Pacific Ocean adjacent to the Aleutian Islands west of 170° W.
longitude. The northern boundary of the Bering Sea is the Bering Strait, defined as a straight line from
Cape Prince of Whales to Cape Dezhneva, Russia.

The fishing year for the trawl fisheries under consideration in this action is divided, by regulation, into
three parts: the ‘A’ season runs from January 20 through April 1; the ‘B’ season from April 1 through
June 10; and finally, the ‘C’ season is open June 10 through November 1.

Both the trawl and non-trawl fisheries are prosecuted under a single TAC. The TAC specifications for the
primary allocated species, and PSC specifications, are recommended by the Council at its December
meeting, for the following fishing years(s). The recommendations are based on Stock Assessment Fishery
Evaluation reports prepared by Council BSAI Groundfish Plan Team. The Secretary, after receiving
recommendations from the Council, determines up to 2 years of TACs and apportionments. The TAC for
each of the allocated species is reduced by 15 percent to form the reserve and CDQ allocations. One-half
of the reserve is used for CDQ allocations. The remaining portion of the reserve is used for: a) correction
of operational problems is the fishing fleets, to promote full and efficient use of groundfish resources, b)
adjustments of species TACs according to changing conditions of stocks during fishing year, and c)
apportionments.

Since 1994, the Atka mackerel quota has been split during the annual specifications into three separate
area allocations based on the most recent biomass estimates. The three areas are the Bering Sea/eastern
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Aleutian Islands (Bering Sea and Area 541), the central Aleutian Islands (area 542), and the western
Aleutian Islands (Area 543). In 1999, Area 542 and Area 543 were further split into critical habitat and
non-critical habitat areas, due to Endangered Species Act (ESA) Steller sea lion concerns. In addition, up
to 2 percent of the Atka mackerel TAC in the eastern Aleutian Islands District/Bering Sea subarea may be
allocated to vessels using jig gear in the areas noted above. In 2005, the Council recommended and
NMEFS approved allocating 1 percent to vessels using jig gear.

A Federal groundfish license is required for vessels participating in any Federal BSAI groundfish fishery,
other than fixed gear sablefish. The LLP limits the number, size, and specific operation of vessels that
may be deployed in certain groundfish fisheries under the Council’s jurisdiction. For a person to qualify
for an LLP permit, the person must own a vessel that has documented harvests of groundfish during two
periods, the general qualification period and the endorsement qualification period. In addition to the
area/species endorsements, the LLP license is designated for use on either a catcher/processor or catcher
vessels and for a specific vessel length category. LLP licenses may be transferred subject to the vessel
designations and area/species endorsements.

Table 1-2 shows the number of LLP licenses issued for the BSAI by trawl sector. There are 64 trawl
licenses designated as catcher processors that are endorsed for the BSAI area. Twenty of these licenses
are currently registered to AFA trawl CP vessels operating in the BSAIL. The remaining 44 trawl CP
licenses are either currently registered to H&G trawl CP vessels that currently operate in the BSAI and/or
GOA, or they are registered to other vessels but are not being used in either area. Of the 44 H&G trawl
CP licenses, 22 also have Gulf of Alaska endorsements. There are 152 trawl licenses designated for
catcher vessels that are endorsed for BSAI area. One hundred and two of these licenses are currently
registered to AFA trawl catcher vessels leaving 50 licenses that are registered to Non-AFA trawl catcher
vessels.

Table 1-2 BSAI trawl LLP licenses by trawl sector

Sector BS only LLP Al only LLP BSAILLP Total License
AFA trawl CP 1 0 19 20
H&G trawl CP 6 1 37 44
Total Trawl CP Licenses 7 1 56 64
AFA trawl CV 59 0 43 102
Non-AFA trawl CV 44 2 4 50
Total Trawl CV Licenses 103 2 47 152

Source: NMFS Groundfish LLP database. Current as of July 13, 2005.

Inseason management credits both directed harvest and incidental harvest against the TAC for groundfish
species, to ensure that they are not over harvested. The directed fishery for any groundfish species is
closed when the directed fishing amount is harvested, reserving the remainder of the TAC for incidental
catch in other groundfish fisheries. NOAA Fisheries allows vessels to retain incidental catch of
groundfish species (if the TAC has not been reached) taken in other directed fisheries that are open, up to
the maximum retainable amount (MRA). If the fishery is closed to directed fishing and the TAC is
reached, NOAA Fisheries issues a prohibition on retention for that species and all catch of that species
must be discarded. If a fishery is closed to directed fishing for one of these species, the ABC has been
taken, and the harvest is approaching the overfishing level, then NOAA Fisheries could close target
fisheries that have the potential to incidentally harvest that species.

Pacific halibut, Pacific herring, Pacific salmon and steelhead, king crab, and Tanner crab are prohibited
species and, as such, must be avoided while fishing for groundfish. Incidental catch of the prohibited
species must be returned to the sea with a minimum of injury, except when their retention is authorized by
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other applicable law. PSC is apportioned between trawl and non-trawl fisheries. The halibut PSC limit for
trawl gear is currently 3,675 mt. The PSC limits for C. bairdi and C. opilio crab are dependent upon the
abundance of these species of crab, while the PSC limit for red king crab is dependent on the abundance
and spawning biomass of red king crab.

All vessels participating in the groundfish fisheries are required to retain all catch of pollock and Pacific
cod, when directed fishing for those species is open, regardless of gear type employed and target fishery.
When directed fishing for an IR/IU species is prohibited, retention of that species is required only up to
any maximum retainable amount in effect for that species. No discarding of whole fish of these species is
allowed, either prior to or subsequent to that species being brought on board the vessel, except as required
in the regulations. At-sea discarding of any processed product from any IR/IU species is also prohibited,
unless required by other regulations. The no action alternative also includes the revision of the pollock
MRA in the BSAI, which was implemented on June 2004. Under this revision, the enforcement period for
pollock harvest in the BSAI was modified from enforcement at anytime during a fishing trip, to
enforcement at the time of offload.

All IR/IU species caught in the BSAI must be either 1) processed at sea, subject to minimum product
recovery rates, or 2) delivered in their entirety to onshore processing plants for which similar processing
requirements are implemented by State regulations.

For purposes of the proposed action, the no action alternative will include a GRS phased in a over a four
year period for H&G trawl CP vessels greater than 125 ft length overall starting in 2008 at 65 percent and
culminating in 2011 at 85 percent.

1.9.2 Description of BSAI Groundfish Fisheries

In the BSALI, the rock sole, flathead sole, and ‘other’ flatfish fisheries are almost exclusively prosecuted
by catcher processors using bottom trawl gear. Although the fisheries are open to other vessel categories
and gear types, very few rock sole, flathead sole, and/or ‘other’ flatfish are harvested by other types of
vessels. Vessels participating in these fisheries generally fish for rock sole during the roe season until the
first seasonal halibut bycatch cap is reached. Generally, after the rock sole roe fishery closes, these
vessels shifted to several different targets; notably Atka mackerel, yellowfin sole, and Pacific cod.
Vessels also can go into the GOA to fish for rex sole, with the proper licenses and endorsements.

The directed Atka mackerel fishery is a bottom trawl fishery that occurs off the continental shelf in the
Eastern Bering Sea (EBS) and in the passes between the islands of the central and western Aleutians.

Thirty-five species of rockfish (genus Sebastes and Sebatolobus) occur in the BSAI, of which eight are
commercially important at present. In recent years, the only BSAI rockfish species open for directed
fishing has been the Pacific Ocean perch complex, which includes Pacific Ocean perch, sharpchin,
northern, shortraker, and rougheye rockfish. In the BSAI, directed fishing for these species are mostly
conducted by catcher processors using bottom trawl gear, or by catcher vessels using hook and line gear.

Provided below are detailed descriptions of the primary species that would be allocated under the
proposed action. Generally, data are presented for each BSAI groundfish fishery for 1995 through 2003.
Limited catch data are reported for earlier years, in order to provide a more complete historical
perspective on catch. Catch data for each fishery are provided by gear type.

The most recent descriptions of the BSAI groundfish fisheries are from the Stock Assessment and Fishery
Evaluation Report for the Groundfish Resources of the Bering Sea/Aleutian Islands Regions (NPFMC
2004). Please see this document for further details on the groundfish fisheries in the BSAI.
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1.9.21 Yellowfin Sole Fishery

The yellowfin sole is one of the most abundant flatfish species in the eastern Bering Sea and is the target
of the largest flatfish fishery in the United States. The resource inhabits the eastern Bering Sea shelf and
is considered one stock. Abundance in the Aleutian Islands region is negligible.

The directed fishery typically occurs from spring through December. Yellowfin sole have been caught
with bottom trawls on the Bering Sea shelf, since the fishery began in 1954. Yellowfin sole were
overexploited by foreign fisheries in 1959-62 when catches averaged 404,000 mt, annually. As a result of
reduced stock abundance, catches declined to an annual average of 117,800 mt, from 1963-71, and further
declined to an annual average of 50,700 mt, from 1972-77. The lower yield in this latter period was
partially due to the discontinuation of the Soviet fishery. In the early 1980s, after the stock condition had
improved, catches again increased reaching a recent peak of over 227,000 mt in 1985. During the 1980s,
there was also a major transition in the characteristics of the fishery. Yellowfin sole were traditionally
taken exclusively by foreign fisheries and these fisheries continued to dominate through 1984. However,
U.S. fisheries developed rapidly during the 1980s, in the form of joint ventures, and during the last half of
the decade began to dominate and then take all of the catch as the foreign fisheries were phased out of the
eastern Bering Sea. Since 1990, only domestic harvesting and processing has occurred.

The 1997 catch of 181,389 mt was the largest since the fishery became completely domestic, then
decreased to 101,201 mt in 1998. The 2006 catch totaled 97,954 mt. The yellowfin sole harvest in 2006
has been constrained by several closures due to the attainment of halibut PSC and TAC limits: April 20-
May 20, June 8-July 19, June 19-July 19, and August 8-December 31. Table 1-3 provides total catch of
yellowfin sole in the BSAI by gear from 1995 to 2006. Table 1-4 provides annual retained catch of
yellowfin sole for all sectors from 1995 to 2005.

Table 1-3 Total catch of Yellowfin Sole in the BSAI by Gear Type, in mt, 1995-2006

Year Trawl Hook and Line Pot Total

1995 124,611 60 81 124,752
1996 129,254 148 256 129,658
1997 181,081 237 71 181,389
1998 100,783 260 111 101,154
1999 67,099 150 71 67,320
2000 83,491 288 70 83,849
2001 62,731 618 46 63,395
2002 72,391 570 38 72,999
2003 74,119 573 90 74,782
2004 67,565 596 77 68,238
2005 93,601 706 75 94,382
2006 97,454 454 46 97,954

Source: NMFS Weekly Production and Observer Reports
Table 1-4 Retained catch of yellowfin sole for all sectors from 1995 to 2005

Year Sector Number of Vessels Retained tons Percent of total
Non-AFA Trawl CPs 30 46,558 60%
AFA Trawl CPs 19 14,558 19%

1995 AFA CVs 42 10,159 13%
All other sectors 55 6,841 9%
Total 146 78,117 100%

1996 Non-AFA Trawl CPs 28 48,520 61%
AFA Trawl CPs 19 21,687 27%
AFA CVs 28 5,906 7%
All other sectors 39 3,450 4%
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Year Sector Number of Vessels Retained tons Percent of total
Non AFA Trawl CVs 3 a a
Total 117 79,563 100%
Non-AFA Trawl CPs 27 90,135 71%
AFA Trawl CPs 14 17,163 14%
1997 AFA CVs 27 14,196 11%
All other sectors 33 5,865 5%
Non AFA Trawl CVs 3 i @
Total 104 127,359 100%
Non-AFA Trawl CPs 23 53,705 83%
AFA Trawl CPs 19 10,379 16%
1998 AFA CVs 27 282 0%
All other sectors 49 88 0%
Total 118 64,453 100%
Non-AFA Trawl CPs 23 35,711 84%
AFA Trawl CPs 16 5,628 13%
1999 AFA CVs 18 1,209 3%
All other sectors 25 5 0%
Total 82 42,552 100%
Non-AFA Trawl CPs 21 42,993 82%
All other sectors 25 5,583 11%
2000 AFA Trawl CPs 14 2,334 5%
AFA CVs 67 1,524 3%
Total 127 52,435 100%
Non-AFA Trawl CPs 22 43,580 97%
AFA Trawl CPs 14 1,217 3%
2001 All other sectors 23 18 0%
AFA CVs 41 0 0%
Total 100 44,814 100%
Non-AFA Trawl CPs 22 51,516 97%
AFA Trawl CPs 15 1,341 3%
2002 All other sectors 30 10 0%
AFA CVs 33 0 0%
Total 100 52,867 100%
Non-AFA Trawl CPs 22 54,306 95%
AFA Trawl CPs 13 2,988 5%
2003 All other sectors 40 8 0%
AFA CVs 59 0 0%
Total 134 57,303 100%
Non-AFA Trawl CPs 23 51,018 95%
AFA Trawl CPs 15 2,535 5%
2004 All other sectors 34 138 0%
AFA CVs 54 18 0%
Total 126 53,708 100%
Non-AFA Trawl CPs 22 67,685 93%
AFA Trawl CPs 15 5,148 7%
2005 Non-AFA Trawl CVs 2 @ @
All other sectors 34 110 0%
AFA CVs 42 0 0%
Total 115 72,971 100%

? Data was withheld to protect confidentiality
Source: Data summarized from 1995-2005 NMFS Weekly Production Reports and 1995-2005 ADFG groundfish fish tickets.

1.9.2.2 Rock Sole Fishery

The northern rock sole is distributed primarily on the eastern Bering Sea continental shelf and in much
lesser amounts in the Aleutian Islands region. Rock sole are important as the target of a high value roe
fishery, occurring in February and March, which accounts for the majority of the annual catch. Rock sole
catches from 1989 -2003 have averaged 49,480 mt annually. The 2003 catch of 35,395 mt was only 32
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percent of the ABC of 110,000 mt (80 percent of the TAC). The 2006 catch total is 36,435 mt. Thus, rock
sole remain lightly harvested in the Bering Sea and Aleutian Islands. During the 2006 fishing season, rock
sole harvesting was closed in the Bering Sea and Aleutian Islands due to halibut bycatch restrictions on
February 21, April 13, and August 8. Table 1-5 provides total catch of rock sole in the BSAI by gear from

BSAI Groundfish Amendment 80

1995 to 2006. Table 1-6 provides retained catch of rock sole for all sectors from 1995 to 2005.

Table 1-5 Total catch of Rock Sole in the BSAI by Gear Type, in mt, 1995-2006
Year Trawl Hook and Line Pot Total
1995 54,982 46 - 55,028
1996 46,859 60 8 46,927
1997 67,526 36 2 67,564
1998 33,590 51 1 33,642
1999 40,449 60 2 40,511
2000 49,232 31 1 49,264
2001 29,222 31 2 29,255
2002 41,299 30 2 41,331
2003 36,113 36 7 36,156
2004 45,463 30 1 45,494
2005 37,313 56 1 37,370
2006 36,408 25 2 36,435

Source: NMFS Weekly Production and Observer Reports

Table 1-6 Retained catch of rock sole for all sectors from 1995 to 2005

Year Sector Number of Vessels Retained tons Percent of total
Non-AFA Trawl CPs 32 12,564 87%
AFA Trawl CPs 20 717 5%

1995 All other sectors 69 607 4%
AFA CVs 47 487 3%
Non AFA Trawl CVs 3 i @
Total 171 14,375 100%
Non-AFA Trawl CPs 29 12,438 95%
AFA Trawl CPs 19 406 3%

1996 All other sectors 62 110 1%
AFA CVs 30 82 1%
Total 140 13,035 100%
Non-AFA Trawl CPs 28 19,421 89%
AFA CVs 49 1,092 5%

1997 All other sectors 28 763 4%
AFA Trawl CPs 19 482 2%
Non AFA Trawl CVs 4 0 0%
Total 128 21,758 100%
Non-AFA Trawl CPs 23 9,336 95%
AFA Trawl CPs 18 476 5%

1998 AFA CVs 46 8 0%
All other sectors 20 0 0%
Total 107 9,820 100%
Non-AFA Trawl CPs 23 9,901 96%
All other sectors 18 329 3%

1999 AFA Trawl CPs 15 39 0%
AFA CVs 35 32 0%
Total 91 10,300 100%
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Year Sector Number of Vessels Retained tons Percent of total
Non-AFA Trawl CPs 22 10,509 88%
All other sectors 23 1,260 11%
2000 AFA Trawl CPs 14 118 1%
AFA CVs 80 90 1%
Non AFA Trawl CVs 4 11 0%
Total 143 11,988 100%
Non-AFA Trawl CPs 22 13,128 99%
AFA Trawl CPs 16 115 1%
2001 All other sectors 25 29 0%
AFA CVs 70 2 0%
Total 133 13,274 100%
Non-AFA Trawl CPs 22 16,501 100%
AFA Trawl CPs 16 26 0%
2002 AFA CVs 60 7 0%
Non AFA Trawl CVs 4 4 0%
Total 102 16,537 100%
Non-AFA Trawl CPs 22 13,382 100%
Non AFA Trawl CVs 8 23 0%
2003 AFA CVs 86 10 0%
All other sectors 28 3 0%
AFA Trawl CPs 13 3 0%
Total 157 13,421 100%
Non-AFA Trawl CPs 23 20,672 98%
Non AFA Trawl CVs 7 1 0%
2004 AFA Trawl CPs 17 325 2%
AFA CVs 88 160 1%
Total 135 21,157 100%
Non-AFA Trawl CPs 22 16,985 100%
Non AFA Trawl CVs 2 @ @
2005 AFA Trawl CPs 15 23 0%
AFA CVs 81 16 0%
All other sectors 26 2 0%
Total 146 17,025 100%

? Data was withheld to protect confidentiality
Source: Data summarized from 1995-2005 NMFS Weekly Production Reports and 1995-2005 ADFG groundfish fish tickets.

1.9.2.3 Flathead Sole Fishery

Hippoglossoides sp. (which include flathead sole and Bering flounder) are managed as a unit stock in the
Bering Sea and Aleutian Islands and were formerly a constituent of the “other flatfish.” In June 1994, the
Council requested the Plan Team to assign a separate ABC for flathead sole in the BSAI, rather than
combining flathead sole with other flatfish as in past assessments. This request was based on a change in
the directed fishing standards to allow increased retention of flatfish.

The 2006 catch is 92 percent of the 2006 TAC (19,500 mt). Although flathead sole receive a separate
ABC and TAC they are still managed in the same PSC classification as rock sole and ‘other’ flatfish and
receive the same apportionments and seasonal allowances of prohibited species. In recent years, the
flathead sole fishery has been closed prior to attainment of the TAC due to the bycatch of halibut.
Substantial amounts of flathead sole are discarded overboard in various eastern Bering Sea target
fisheries. Table 1-7 depicts the annual total catch of flathead sole in the BSAI, from 1995 to 2006, by
gear. Table 1-8 depicts the annual retained catch of flathead sole in the BSAI from 1995 to 2005 for all
sectors.
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Table 1-7 Total catch of Flathead Sole in the BSAI by Gear Type, in mt, 1995-2006

Year Trawl Hook and Line Pot Total

1995 14,456 255 2 14,713

1996 17,065 272 7 17,344

1997 20,357 347 - 20,704

1998 23,970 415 - 24,385

1999 17,588 254 - 17,842

2000 19,687 295 1 19,983

2001 17,333 253 - 17,586

2002 14,764 344 - 15,108

2003 13,453 373 - 13,826

2004 14,465 498 1 14,964

2005 15,525 625 1 16,151

2006 17,339 531 1 17,871

Source: NMFS Weekly Production and Observer Reports
Table 1-8 Retained catch of flathead sole catch for all sectors from 1995 to 2005

Year Sector Number of vessels | Retained tons (mt) Percent of total
Non-AFA Trawl CPs 32 6,161 92%
AFA Trawl CPs 20 241 4%

1995 AFA CVs 48 218 3%
All other sectors 70 81 1%
Non AFA Trawl CVs 3 i @
Total 173 6,700 100%
Non-AFA Trawl CPs 29 8,641 96%
AFA CVs 40 251 3%

1996 AFA Trawl CPs 19 57 1%
All other sectors 37 10 0%
Non AFA Trawl CVs 6 1 0%
Total 131 8,959 100%
Non-AFA Trawl CPs 28 10,103 94%
AFA CVs 50 337 3%

1997 All other sectors 32 223 2%
AFA Trawl CPs 19 70 1%
Non AFA Trawl CVs 2 @ @
Total 131 10,733 100%
Non-AFA Trawl CPs 23 15,505 98%
AFA Trawl CPs 19 247 2%

1998 All other sectors 59 59 0%
AFA CVs 59 39 0%
Non AFA Trawl CVs 6 0 0%
Total 166 15,850 100%
Non-AFA Trawl CPs 23 11,631 99%
All other sectors 30 131 1%

1999 AFA Trawl CPs 15 22 0%
AFA CVs 64 9 0%
Total 132 11,794 100%
Non-AFA Trawl CPs 20 12,037 94%

2000 All other sectors 28 737 6%
Non AFA Trawl CVs 7 1 0%
Total 55 12,775 100%
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Year Sector Number of vessels | Retained tons (mt) Percent of total
Non-AFA Trawl CPs 22 12,135 100%
All other sectors 36 30 0%
2001 AFA Trawl CPs 15 0 0%
AFA CVs 79 0 0%
Total 152 12,165 100%
Non-AFA Trawl CPs 22 9,918 100%
All other sectors 31 15 0%
2002 AFA Trawl CPs 15 10 0%
AFA CVs 68 1 0%
Non AFA Trawl CVs 7 0 0%
Total 143 9,944 100%
Non-AFA Trawl CPs 22 9,124 100%
All other sectors 35 30 0%
2003 AFA CVs 91 9 0%
Non AFA Trawl CVs 8 1 0%
Total 156 9,165 100%
Non-AFA Trawl CPs 23 10816.728 99%
AFA Trawl CPs 17 0.1 0%
2004 AFA CVs 93 59.8 1%
All other sectors 35 14.967 0%
Total 168 10891.6 100%
Non-AFA Trawl CPs 22 9963.886 98%
Non-AFA Trawl CVs 3 @ @
2005 AFA Trawl CPs 15 8.532 0%
AFA CVs 91 99.59 1%
All other sectors 33 57.119 1%
Total 164 10129.13 100%

? Data was withheld to protect confidentiality
Source: Data summarized from 1995-2005 NMFS Weekly Production Reports and 1995-2005 ADFG groundfish fish tickets.

1.9.2.4 Atka Mackerel Fishery

Atka mackerel became a reported species group in the BSAI Groundfish FMP in 1978. The patterns of the
Atka mackerel fishery generally reflect the behavior of the species: (1) the fishery is highly localized and
usually occurs in the same few locations; (2) the schooling semi-pelagic nature of the species makes it
particularly susceptible to trawl gear fished on the bottom; and (3) trawling occurs almost exclusively at
depths less than 200 m. In the early 1970s, most Atka mackerel catches were made in the western
Aleutian Islands (west of 180° W. longitude). In the late 1970s and through the 1980s, fishing effort
moved eastward. A majority of landings occurred near Seguam and Amlia Islands. In 1984 and 1985, the
majority of landings came from a single 1/2° latitude by 1° longitude block bounded by 52° 30’ N. and 53°
N. latitude, and 173° W. longitude in Seguam Pass (73 percent in 1984, 52 percent in 1985).

Prior to 1992, ABCs for Atka mackerel were allocated to the entire Aleutian management district with no
additional spatial management. However, because of increases in the ABC, beginning in 1992, the
Council recognized the need to disperse fishing effort throughout the range of the stock to minimize the
likelihood of localized depletions. In 1993, an initial Atka mackerel TAC of 32,000 mt was caught by
March 11, almost entirely south of Seguam Island (Seguam Bank). This initial TAC release represented
the amount of Atka mackerel which the Council thought could be appropriately harvested in the eastern
portion of the Aleutian Islands subarea (based on the assessment for 1993; Lowe 1992), since there was
no mechanism in place at the time to spatially allocate TACs in the Aleutians to minimize the likelihood
of localized depletions. In mid-1993, however, Amendment 28 to the BSAI Groundfish FMP became
effective, dividing the Aleutian Island subarea into three districts at 177° W. and 177° E. longitudes for
the purposes of spatially apportioning TACs. On August 11, 1993, an additional 32,000 mt of Atka
mackerel TAC was released to the Central (27,000 mt) and Western (5,000 mt) districts. Since 1994, the
BSAI Atka mackerel TAC has been allocated to the three regions based on the average distribution of
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biomass estimated from the Aleutian Islands bottom trawl surveys. Amendment 34 allocates up to 2
percent of the Atka mackerel TAC specified for the eastern BSAI to vessels using jig gear.

In June 1998, the Council passed a fishery regulatory amendment that proposed a four-year timetable to
temporally and spatially disperse and reduce the level of Atka mackerel fishing within Steller sea lion
critical habitat in the Aleutian Islands. Temporal dispersion was accomplished by dividing the BSAI Atka
mackerel TAC into two equal seasonal allowances, an A-season beginning January 1 and ending April 15,
and a B-season from September 1 to November 1. Spatial dispersion was accomplished through a planned
4-year reduction in the maximum percentage of each seasonal allowance that could be caught within
critical habitat in the Central and Western Aleutian Islands. This was in addition to bans on trawling
within 10 nm of all sea lion rookeries in the Aleutian district and within 20 nm of the rookeries on
Seguam and Agligadak Islands (in area 541), which were instituted in 1992. The goal of spatial dispersion
was to reduce the proportion of each seasonal allowance caught within critical habitat to no more than 40
percent by the year 2002. No critical habitat allowance was established in the eastern subarea because of
the year-round 20 nm trawl exclusion zone around the sea lion rookeries on Seguam and Agligadak
Islands that minimized effort within critical habitat. The regulations implementing this four-year phased-
in change to Atka mackerel fishery management became effective on 22 January 1999 and lasted only 3
years (through 2001). In 2002, new regulations affecting management of the Atka mackerel, pollock, and
Pacific cod fisheries went into effect. Furthermore, all trawling was prohibited in critical habitat from 8
August 2000 through 30 November 2000 by the Western District of the Federal Court because of
violations of the Endangered Species Act (ESA).

As part of the plan to respond to the Court and comply with the ESA, NOAA Fisheries and the Council
formulated new regulations for the management of Steller sea lion and groundfish fishery interactions that
went into effect in 2002. The objectives of temporal and spatial fishery dispersion, cornerstones of the
1999 regulations, were retained. Season dates and allocations remained the same (A season: 50 percent of
annual TAC from 20 January to 15 April; B season: 50 percent from 1 September to 1 November).
However, the maximum seasonal catch percentage from critical habitat was raised from the goal of 40
percent in the 1999 regulations to 60 percent. To compensate, effort within critical habitat in the Central
(542) and Western (543) Aleutian fisheries was limited by allowing access to each subarea to half the
fleet at a time. Vessels fishing for Atka mackerel are randomly assigned to one of two teams, which start
fishing in either area 542 or 543. Vessels may not switch areas until the other team has caught the critical
habitat allocation assigned to that area. In the 2002 regulations, trawling for Atka mackerel was
prohibited within 10 nm of all rookeries in areas 542 and 543; this was extended to 15 nm around Buldir
Island and 3 nm around all major sea lion haulouts. Steller sea lion critical habitat east of 178°W in the
Aleutian district, including all critical habitat in subarea 541 and a 1° longitude-wide portion of subarea
542, is closed to directed Atka mackerel fishing. Seasonal and spatial fishery dispersion for 2005 and
2006 are shown in Table 1-9.
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Table 1-9 2005 and 2006 seasonal and spatial allowances, gear shares, and CDQ reserve of the BSAI Atka

Mackerel TAC (amounts are in metric tons)

Seasonal Allowance’
2005 and ba cba A season? B season?
Subarea and component an reserve ITAC
2006 TAC | Reserve . .3
HLA limit Total |HLAIimit}| Total [HLA limit®
Western Al District (543) 20,000 1,500 900 18,500 9,250 5,550 9,250 5,550
Central Al District (542) 35,500 2,663 1,598 32,838 16,419 9,851 16,419 9,851
EAI (541)/BS subarea * 7,500 563)..eeeeennn. 6,938 e e
Jig(1%y® | e e B9|.veeeeeeiin oo e |
Other gear (99%)  |.ovcviviiicee ovviiiiiii [ 6,868 3434(.............. 3434|..............
Total 63,000 4,725]..cccunnnnnn. 58,275 29,103f.............. 29,103)........cennts

"The seasonal allowances of Atka mackerel are 50% in the A season and 50% in the B season.

’The A season is January 1 (January 20 for trawl gear) to April 15 and the B season is September 1 to November 1.

®Harvest Limit Area (HLA) refers to the amount of each seasonal allowance that is available for fishing inside the HLA.

In 2005 and 2006, 60% of each seasonal allowance is available for fishing inside the HLA in the Western and Central Aleutian Districts.
“Eastern Aleutian District and the Bering Sea subarea.

5Regulations require that up to 2 percent of the Eastern Aleutian District and the Bering Sea subarea ITAC be allocated to jig gear.

The amount of this allocation is 1 percent. The jig gear allocation is not apportioned by season.

Table 1-10 provides annual total catch of Atka mackerel in the BSAI from 1995 to 2006 by gear. Table
1-11 provides annual retained catch of Atka mackerel in the BSAI from 1995 to 2005 for all sectors.
Figure 1-2 presents annual trawling harvest of Atka mackerel by Aleutian Islands subarea.

Table 1-10  Catch of Atka mackerel in the BSAI by Gear Type, in mt, 1995-2006

Year Trawl Hook and Line Pot Total

1995 81,413 61 81 81,555
1996 103,853 36 54 103,943
1997 65,755 40 50 65,845
1998 55,768 90 15 55,873
1999 53,561 71 11 53,643
2000 42,293 138 9 42,440
2001 56,249 270 17 56,536
2002 41,945 43 53 42,041

2003 54,052 21 206 54,279
2004 54,814 36 105 54,955
2005 61,760 24 251 62,035
2006 61,452 10 364 61,826

Source: NMFS Weekly Production and Observer Reports

Table 1-11  BSAI Atka mackerel catch history for the trawl sectors from 1995 to 2005
Year Number of
Sectors vessels Retained tons Percent of total
Non-AFA Trawl CPS 15 52,200 85%
All other sectors 4 7,440 12%
1995 AFA Trawl CPs 8 1,824 3%
AFA CVs 11 16 0%
Total 38 61,480 100%
89
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Year Number of _
Sectors vessels Retained tons Percent of total
Non-AFA Trawl CPS 18 77,627 92%
All other sectors 20 5,503 7%
1996 AFA Trawl CPs 4 1,392 2%
AFA CVs 18 13 0%
Total 60 84,535 100%
Non-AFA Trawl CPS 11 42,344 79%
All other sectors 19 7,527 14%
1997 AFA Trawl CPs 4 3,869 7%
AFA CVs 3 @ @
Total 37 53,741 100%
Non-AFA Trawl CPS 21 39,911 84%
1998 All other sectors 18 7,380 16%
AFA CVs 26 0 0%
Total 65 47,292 100%
Non-AFA Trawl CPS 19 44,212 99%
AFA Trawl CPs 10 438 1%
1999 All other sectors 9 1 0%
AFA CVs 12 0 0%
Total 50 44,652 100%
Non-AFA Trawl CPS 16 36,424 100%
2000 All other sectors 8 Iz 0‘;/0
Non AFA Trawl CVs 1
Total 25 36,426 100%
Non-AFA Trawl CPS 18 45,527 100%
2001 All other sectors 20 73 0%
AFA CVs 27 16 0%
Total 65 45,616 100%
Non-AFA Trawl CPS 17 31,125 100%
AFA CVs 47 78 0%
2002 All other sectors 9 2 0%
Non AFA Trawl CVs 2 @ @
Total 75 31,205 100%
Non-AFA Trawl CPS 17 37,757 100%
AFA CVs 72 86 0%
2003 AFA Trawl CPs 13 3 0%
All other sectors 22 0 0%
Non AFA Trawl CVs 6 0 0%
Total 130 37,848 100%
Non-AFA Trawl CPs 22 41,902 99%
2004 AFA CVs 76 216 1%
Total 98 42,118 100%
Non-AFA Trawl CPs 21 50,804 100%
2005 AFA CVs 71 190 0%
Total 92 50,994 100%

? Data was withheld to protect confidentiality
Source: Data summarized from 1995-2005 NMFS Weekly Production Reports and 1995-2005 ADFG groundfish fish tickets.
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Figure 1-2  Annual harvest of Atka mackerel inside and outside Steller Sea lion critical habitat by Aleutian
Islands subarea (541, 542, and 543) from 1995 to 2004.
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1.9.2.5 Pacific Ocean Perch Fishery

Pacific Ocean perch (POP), and four other associated species of rockfish (northern rockfish; rougheye
rockfish; shortraker rockfish; and sharpchin rockfish) were managed as the POP complex in the two
distinct areas from 1979 to 1990. In 1991, the Council separated POP from the other red rockfish in order
to provide protection from possible overfishing. Of the five species in the former POP complex, Pacific
Ocean perch has historically been the most abundant rockfish in this region and has contributed most to
the commercial rockfish catch. Since 2001, Pacific Ocean perch in the Bering BSAI area have been
assessed and managed as a single stock.

Pacific Ocean perch were highly sought by Japanese and Soviet fisheries and supported a major trawl
fishery throughout the 1960s. Apparently, these stocks were not productive enough to support such large
removals. Catches continued to decline throughout the 1960s and 1970s, reaching their lowest levels in
the mid 1980s. With the gradual phase-out of the foreign fishery in the U.S. Exclusive Economic Zone, a
small joint-venture fishery developed, but was soon replaced by a domestic fishery by 1990. In 1990, the
domestic fishery recorded the highest Pacific Ocean perch removals since 1977.

Estimates of retained and discarded Pacific Ocean perch from the fishery have been available since 1990.
The eastern Bering Sea region generally shows a higher discard rate than in the Aleutian Islands region.
For the period from 1990 to 2003, the Pacific Ocean perch discard rate in the eastern Bering Sea averaged
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about 33 percent, and the 2003 discard rate was 52 percent. In contrast, the discard rate from 1990 to 2002
in the Aleutian Islands averaged about 15 percent, and the 2003 discard rate was 16 percent.

There has been little change in the distribution of observed Aleutian Islands POP catch from the foreign
and joint venture fisheries (years 1977-1988) and the domestic fishery (years 1990-present) with respect
to fishing depth and management area. Management area 541 contributes the largest share of the observed
catch in each fishery, with 46 percent and 41 percent in the foreign/joint venture and domestic fisheries,
respectively. In contrast, area 543 contributes the largest share of the catch in the 2002 fishery due to the
spatial allocation of harvest quotas. Although the catch by management area between the two time periods
was similar, variations appeared to occur within each of these periods. For example, area 543 contributed
a large share of the catch in the late 1970s foreign fishery, as well as the domestic fishery from the mid-
1990s to the present. In the late 1980s to the early 1990s, area 541 contributed a large share of the catch,
and prompted management changes to spatially allocate POP harvest. Note that the extent to which the
patterns of observed catch can be used as a proxy for patterns in total catch is dependent upon the degree
to which the observer sampling represents the true fishery. In particular, the proportions of total POP
caught that were actually sampled by observers were very low in the foreign fishery, due to low sampling
ratio prior to 1984.

Table 1-12 provides annual total catch of BSAI POP from 1995 to 2006 by gear. Table 1-13 provides
annual retained catch of AI POP from 1995 to 2005 for all sectors.

Table 1-12  Total catch of Pacific Ocean Perch in the BSAI by Gear Type, in mt, 1995-2006
Year Trawl Hook and Line Pot Total
1995 11,492 17 1 11,510
1996 15,679 2 1 15,682
1997 13,465 - - 13,465
1998 10,003 - - 10,003
1999 12,260 - - 12,260
2000 9,018 10 - 9,028
2001 8,807 5 - 8,812
2002 10,526 3 - 10,529
2003 13,914 2 1 13,917
2004 10,826 2 - 10,828
2005 10,420 2 - 10,422
2006 12,851 1 1 12,853

Source: NMFS Weekly Production and Observer Reports

Table 1-13  Annual retained catch of Al POP for all sectors from 1995 to 2005
Year Sectors Number of Vessels Retained tons Percent of total
Non-AFA Trawl CPs 14 8,053 98%
AFA Trawl CPs 17 198 2%
1995 IAFA CVs 10 8 0%
IAll other sectors 3 i 3
Total 44 8,259 100%
Non-AFA Trawl CPs 14 8,950 99%
AFA Trawl CPs 14 122 1%|
1996 IAFA CVs 14 6 0%
All other sectors 4 1 0%
Total 46 9,079 100%
92
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Year Sectors Number of Vessels Retained tons Percent of total
Non-AFA Trawl CPs 10 10,325 100%)
IAFA CVs 16 30 0%
1997 All other sectors 6 13 0%
IAFA Trawl CPs 14 0 0%
Total 46 10,368 100%
Non-AFA Trawl CPs 12 7,702 100%)
IAFA Trawl CPs 7 1 0%)
1998 IAFA CVs 13 1 0%
IAll other sectors 2 i 3
Total 34 7,703 100%)
Non-AFA Trawl CPs 12 9,580 100%)
1999 All other sectors 2 3 q
Total 14 9,580 100%)
Non-AFA Trawl CPs 10 6,996 100%
IAll other sectors 1 i i
2000 Non AFA Trawl CVs 1 i i
Total 12 6,996 100%
Non-AFA Trawl CPs 11 6,320 100%)
2001 IAll other sectors 5 0 0%
Total 16 6,320 100%)
2002 Non-AFA Trawl CPs 11 8,249 100%)
Total 11 8,249 100%
Non-AFA Trawl CPs 10 9,823 96%
2003 IAFA Trawl CPs 2 § q
Total 12 9,823 96%
Non-AFA Trawl CPs 12 8,166 100%)
2004 IAFA CVs 4 3 0%
Total 16 8,169 100%)
2005 Non-AFA Trawl CPs 12 7,338 100%
Total 12 7,338 100%

@ Data was withheld to protect confidentiality
Source: Data summarized from 1995-2005 NMFS Weekly Production Reports and 1995-2005 ADFG groundfish fish tickets.

1.9.2.6 Other BSAI Groundfish Fisheries

The only other groundfish target fishery that is affected by the proposed allocation is the Pacific cod
fishery, therefore it is the only fishery discussed here.

Presently, the Pacific cod stock is exploited by a multiple-gear fishery, including trawl, longline, pot, and
jig components. From 1980 through 2005, TAC averaged about 77 percent of ABC, and aggregate
commercial catch averaged about 88 percent of TAC. In 9 of these 26 years (35 percent), TAC equaled
ABC exactly, and in 5 of these 26 years (19 percent), catch exceeded TAC (by an average of 4%).
Changes in ABC over time are typically attributable to three factors: 1) changes in resource abundance, 2)
changes in management strategy, and 3) changes in the stock assessment model. For example, from 1980
through 2005, six different assessment models were used, though the present model has remained
unchanged since 1992 (except for the addition of a new fishery selectivity era beginning in 2000).
Historically, the great majority of the BSAI catch has come from the eastern Bering Sea area. During the
most recent five-year period (2000-2004), the eastern Bering Sea accounted for an average of about 83
percent of the BSAI catch. Table 1-14 provides annual total catch of BSAI Pacific cod from 1995 to 2006
by gear.
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Table 1-14  Total catch of Pacific Cod in the BSAI by Gear Type, in mt, 1995-2006

Year Trawl Hook and Line Pot Total

1995 121,530 103,199 20,299 245,028
1996 113,089 94,968 32,617 240,674
1997 111,212 124,406 22,047 257,665
1998 81,308 98,286 13,657 193,251
1999 67,190 79,021 16,150 162,361
2000 73,476 85,177 18,783 177,436
2001 50,752 96,945 16,507 164,204
2002 78,178 89,968 15,054 183,200
2003 78,576 94,325 21,960 194,861
2004 81,946 96,465 17,108 195,519
2005 72,237 115,752 17,038 205,027
2006 70,102 98,286 18,672 187,060

Source: NMFS website http://www.fakr.noaa.gov/sustainablefisheries/catchstats.htm.

Current regulations specify that catches of Pacific cod will be allocated according to gear type as follows:
the trawl fishery will be allocated 47 percent, the fixed gear (longline and pot) fishery will be allocated 51
percent, and the jig fishery will be allocated 2 percent; of the fixed gear allocation, the longline fishery
will be allocated 80.3 percent (not counting catcher vessels less than 60 ft LOA), the pot fishery will be
allocated 18.3 percent (not counting catcher vessels less than 60 ft LOA), and fixed-gear catcher vessels
less than 60 ft LOA will be allocated 1.4 percent. Typically, as the harvest year progresses, it becomes
apparent that one or more gear types will be unable to harvest their full allotment(s) by the end of the
year. This is addressed by reallocating TAC between gear types in September of each year. Most often,
such reallocations shift TAC from the trawl, jig, and (sometimes) pot components of the fishery to the
longline catcher/processors. The longline catcher/processors typically receive 15,000-20,000 mt per year
through such transfers.

1.9.3 Description of the Trawl Sectors

1.9.3.1 Description of the Non-AFA trawl Catcher Processor Sector

The H&G trawl CP sector is the most diverse of the processing sectors in the BSAI and the only sector
that consistently targets a significant amount of flatfish. However, the flatfish market is characterized as
having significant constraints. The rock sole market, for example, prefers females with roe over smaller
males. Similarly, large yellowfin sole and flathead sole are preferred over smaller fish of the same
species. There are few economic incentives to keep small fish because they fill limited hold space with
product that is largely unmarketable. In the “race for fish” regime, under which the H&G trawl CP sector
operate, if a vessel tries to minimize discards by reducing throughput and keeping and processing less
valuable fish, its share of total catch may be reduced if others in the fleet do not follow suit. In addition,
unlike larger catcher processors and shore-plants, the H&G trawl CP vessels are generally constrained
from process fish-meal. Because of size constraints the H&G trawl CP sector have fewer options for
processing lower value products and, therefore, are typically more likely to discard less valuable fish.

The H&G trawl CP fleet consists of a relatively wide variety of vessels that range from 103 ft to 295 ft in
length. As would be expected, the smaller vessels are relatively less productive than the larger vessels.
From 1995-2005, the smaller vessels generated approximately 13 percent of catch (Table 1-15). However,
the smaller vessels accounted for roughly 19 percent of the total discards in the sector. Vessels less than
125 ft discarded 46 percent of their catch over the eleven year period, while vessels 125 ft discarded 30
percent. Industry sources indicate that the smaller vessels are unable to retain as many fish as larger
vessels because of limitations in hold size and processing space.
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Table 1-15  Fishing Activity in the H&G trawl CP Sector in 1995-2005, by Size Class

Length

Class 1995 | 1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005
Number of Vessels
<125 8 8 7 10 7 8 6 6 6 7 6
> 125' 24 21 18 16 16 16 16 16 16 16 16
Total 32 29 25 26 23 24 22 22 22 23 22
Total Groundfish Catch (1,000 mt)
<125 19.2 34.5 50.6 374 34.3 42.7 30 44 41 50 42
> 125' 284 293 303 234 234 251 240 241 230 250 259
Total 303 328 354 271 268 294 270 285 271 300 301
Percent of HT-CP Total Groundfish Catch

<125 6.3 10.5 14.3 13.8 12.8 14.5 11.2 15.5 15.1 16.8 13.9

>125' | 937 | 895 | 857 | 862 | 872 | 855 | 888 | 845 | 849 | 832 | 86.1
Discards as a Percent of Total Groundfish Catch of Length Class

<125 60.7 55.1 52 46.9 41.2 41 39.8 40.1 421 46.1 42.8

> 125" 39.4 36.3 34.1 271 32.1 29.3 24.2 28.6 28.3 29.9 18.3
Discards as a Percent of HT-CP Total Discards

<125 12.1 13.5 18.4 204 17.8 17.2 17.1 20.4 20.8 23.7 27.5

> 125' 87.9 86.5 81.6 79.6 82.2 82.9 79.6 79.2 76.3 72.5
Source: NPFMC Sector Profiles Database for data from 1995 to 2001 and COAR data for 2002-2005.

The following information on employment for the H&G trawl CP sector is from the Alaska Groundfish
Fisheries Final Programmatic Supplemental Environmental Impact Statement that was published on June
2004. The average crew size for a H&G trawl CP vessel is about 34 persons, which is about one-third of
the average employment on a surimi catcher processor and less than half of the average crew of a fillet
catcher processor. A typical crew might include a captain, a mate, two engineers (one each for the vessel
and processing equipment), a cook/housekeeper, two to three crew members dedicated to the deck, a
processing foreman and assistant, and about 25 processing workers. On some vessels two or three crew
members may split their time between processing and deck work. Any variation in crew size usually is the
result of a change in the number of processing workers employed. An annual average of 1,022 FTE
positions were generated by this vessel class during the 1992-2001 period, and estimated yearly payments
to labor average $55 million.

1.9.3.1.1 History of the H&G trawl CP Sector

The first US-flagged trawl catcher processors were head and gut factory trawlers, and entered the fishery
in 1980. [Paul MacGregor 2003, Mary Furuness 2003] These boats focused their effort primarily on
Pacific cod, rockfish, sablefish, and flatfish. Pollock, while ubiquitous, were not generally targeted
because of their relatively low value.

A key development in the history of the factory trawler was the 1983 introduction and rapid acceptance of
high-speed at-sea filleting machinery, such as the Baader 182 and other similar machinery by Toyo
[Wulff 2003]. These machines made at-sea processing of pollock into fillets and subsequent processing
into surimi economically feasible [Wulff 2003]. Vessels that were large-enough and met Coast Guard
stability and load line requirements to install this machinery, were able to tap into the huge pollock
resource in the Bering Sea. Other trawl CPs, typically smaller vessels without loadline certifications, were
limited largely to head and gut, or frozen in the round processing.
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The 1987 Anti-reflagging Act also contributed to the growth of the U.S. flagged trawl CP fleet. The act
prohibited vessels that were not originally constructed in the U.S. from being re-flagged as a U.S. vessel.
There was, however, a three-year window in which vessels that were already under
conversion/construction in foreign shipyards were allowed to enter [IAI 1994].

The coincidental timing of the introduction of the Baader and the conversions provisions in the Anti-
Reflagging Act led to a dramatic increase in the number of U.S. flagged trawl CPs operating in the
Alaskan EEZ off Alaska. In 1986, NMFS reported 12 active U.S. trawl CPs operating in the Alaskan EEZ
off Alaska. However, the number of U.S. trawl CPs doubled in 1987 [IAI, 1994), and by 1990, there were
a total of 72 U.S. flagged trawl CPs operating in these waters [NPFMC 1995]. Although the exact number
of H&G trawl CP vessels was not explicitly tracked at the time, estimates developed in 1995 for the
Groundfish and Crab License Limitation program [NPFMC, 1995] indicated that there were a total of 23
H&G trawl CP vessels in 1988—12 of which fished only with trawl gear and 11 of which reported fishing
with both trawl and non-trawl gears. The same source indicated that in 1990, a total of 33 vessels were
H&G trawl CP vessels, 17 of which had reported only using trawl gear.

During the early and mid 1990's, the Council process was primarily focused on allocation and
rationalization issues. While these issues indirectly affected the H&G trawl CP sector, other sectors were
affected in much more significant ways. However, an add-on to the License Limitation Program in 1995
closed the Eastern Gulf of Alaska (EG) to trawling. While trawl catches in the EG were not large
compared to non-trawl catches in the EG, or to trawl catches in other areas, the H&G trawl CP fleet was
the primary participants—trawling for high value rockfish species. The closure limited the opportunities
for the H&G trawl CP sector.

In the early 1990's, there was a marked increase in public awareness and dissatisfaction with the problems
of incidental catch, prohibited species catch, and discards of both target species and of incidental catch
species. In response to the growing perception of unnecessary waste in the fisheries, the Council in 1994,
initiated analysis to improve utilization and retention, and to provide better incentives to reduce incidental
catches of non-target species. The growing awareness and controversy led to a formulation of a National
policy to reduce bycatch?, which was included in the reauthorization of the Magnuson Stevens Act in
1996.

The waste reduction initiatives resulted in the Council's 1996 approval of IR/IU for the BSAI
(Amendment 49). A similar program was approved for the GOA in 1997 (Amendment 49). The IR/IU
measures for pollock and Pacific cod were implemented in 1998 for both the GOA and BSAI. They were
initially directed primarily at the surimi and fillet trawl CPs, which over time installed fish-meal plants
and otherwise changed their fishing and processing methods to catch fewer unusable fish and to more
fully utilize those fish harvested. For the H&G trawl CP vessel, which are generally too small to be
outfitted with fish-meal plants, the IR/IU regulations were more difficult to meet. However, one outcome
of the measure has been the development of a more consistent market for headed and gutted pollock in
Asia—these fish are partially thawed and further processed before entering global markets.

In approving the IR/IU Amendments, the Council also approved IR/IU for flatfish, but recognized that the
H&G trawl CP sector would be unable to meet the IR/IU standard in the near term, and advised NOAA
Fisheries to delay implementation of the flatfish portions of the regulations until 2003. The delay was
intended to give the H&G trawl CP fleet time to alter their fishing methods and gear to avoid unwanted
catch and to develop markets for catches of flatfish that are unavoidable and that would otherwise be
discarded.

2 The term “bycatch” was redefined in the reauthorization process. Prior to the 1996 MSA, bycatch was synonymous with
incidental catch. Each term was, at the time, also distinct from “discarded” catch. The 1996 MSA action formally altered this by
redefining bycatch to mean “incidental catch that is discarded”.
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Since 1997, the H&G trawl CP sector has improved their fishery in terms of retention and utilization.
Retention by this Non-AFA trawl sector has been aided in recent years by unusually large flatfish sizes
and a global decline in whitefish supply. In addition, the H&G trawl CP sector has made significant
internal efforts, beginning with the formation of Groundfish Forum—an association of H&G trawl CP
sector owners. During the period following passage of IR/IU, the H&G trawl CP fleet, led by Groundfish
Forum, has taken steps to reduce their unwanted catch. Since 1997, for example, 100 percent of the
vessels in the sector have participated in SeaState, an industry sponsored organization that tracks fishing
areas of participants and provides reports of areas of high rates of incidental catch. The sector has also
engaged in several experimental fisheries to test new and different gear configurations in order to reduce
bycatch. The sector has also tested methods to reduce halibut mortality and broaden markets for
groundfish that had previously gone unprocessed.

This level of cooperation can be considered quite remarkable, given that vessels in H&G trawl CP sector
operate in an intensely competitive environment in which the actions of one vessel or one company can
have significant negative effects on all of the other vessels and companies in the sector. Because of this
highly competitive environment, operators are forced to fish as hard and fast as possible, before another
company's activities, or the activities of the fleet as a whole, force a fishery closure.

The primary factor contributing to this environment is the regulated common property nature of the
fishery resource itself. Under these management rules, when the season begins, each vessel must race to
catch as much fish as possible, before the TAC or a PSC limit is reached and the fishery closes. If an
individual vessel or company slows its activity, say, to avoid catches of unwanted fish, or areas of high
concentrations of PSCs, they will very likely suffer a loss of revenue, particularly if other vessels or
companies do not fish in equivalently conservative ways.

While the race-for-fish problem is endemic throughout a number of fisheries in the North Pacific, for the
H&G trawl CP sector, it is only one of many factors that contribute to the aggressive fishing practices of
the sector. Other contributing factors are listed below:

e The products produced by the H&G trawl CP sector are relatively few and the number of
wholesale buyers in the market is quite limited.

e The demand for these products is relatively small, and prices are very sensitive to fluctuations in
quantity. [NPFMC, 2001]

e Most companies have semi-exclusive agreements with purchasers

e There are relatively few fishing vessels participating in the sector to date and even fewer
companies.

Other sectors have also been plagued by the common property nature of the fisheries in the North Pacific.
This was particularly true of the pollock industry. However, the pollock fishery was rationalized with
approval of the American Fisheries Act in 1998 by the U.S. Congress. The AFA created exclusive pollock
allocations to AFA eligible vessels and allowed the formation of cooperatives in both offshore and
inshore sectors. Non-AFA vessels that took pollock as incidental catch were prohibited from targeting
pollock, and now operate year-round under MRAs for pollock—retained pollock may not exceed 20
percent of other retained groundfish between consecutive offloads.

The AFA has also resulted in an additional burden on the H&G trawl CP sector. Because of the
combination of AFA and IR/IU regulations, the H&G trawl CP sector is continually struggling to comply
with conflicting pollock regulations. Under IR/IU provisions, a vessel operating in this sector must retain
all pollock it catches. That is, unless their pollock catch exceeds 20 percent of the total retained non-
pollock groundfish. At which point, they must discard all pollock in excess of that amount, just as long as
they do not discard so much as to fall below the MFA 20 percent standard because, that would place them
in violation of IR/IU.
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By 2002, H&G trawl CP sector convinced the Council of the “truth” that they had recognized at the outset
of IR/IU; namely that IR/IU flatfish retention requirements could not be attained, on the timeline
originally adopted, a sustainable economical viable fishery. In April 2002, public testimony provided by
H&G trawl CP sector to the Council described that some vessels in that sector would be forced to exit
flatfish and other fisheries, if a requirement to retain flatfish species was imposed. Exiting technology did
not permit H&G flatfish operators to consistently haul target species with low proportions of non-target
catch, and adapt to the limited space available on some vessels to hold and process mixed species hauls.

While retention and utilization of flatfish by all sectors, including the H&G trawl CP sector had
improved between 1995 and 2000, the H&G trawl CP fleet felt that it still did not have the capability
(e.g., markets and gears) to remain viable participants, once IR/IU was implemented ( as scheduled) in
2003. The industry proposed that alternatives to full retention of flatfish be examined, and the Council
added options to the ongoing analysis of processing limits, under the American Fisheries Act.

Based on the experience of the AFA-CPs, the H&G trawl CP sector has also expressed the general
conclusion that their best hope of facilitating the reduction of discards and incidental catch is regulated
reductions of discards and some form of dedicated access privileges. The sector has tried to negotiate a
voluntary cooperative within the existing fishery regulations, albeit unsuccessfully. For a voluntary
cooperative to be successful in providing secure fishing privileges, under existing regulations, it may be
necessary for every participant in the sector to participate in the coop. The H&G trawl CP sector has been
unable to gain 100 percent agreement.

1.9.3.2 Description of the AFA trawl Catcher Processor Sector

The AFA trawl CP vessels are listed by name in the AFA as eligible to target BSAI pollock in the
directed fishery. These large factory trawlers have the processing equipment to produce surimi and/or
fillets from pollock, Pacific cod, and other groundfish. The large size of these vessels also provides room
for equipment, to produce fishmeal, minced product, and other ancillary product forms. The size of many
of these vessels enables them to operate in the Bering Sea during poor weather. However, they now
operate in a pollock cooperative, under AFA, which, along with the resulting quasi-property rights, allows
them some latitude to modify operations in terms of when they fish and what they process, to better
accommodate changing “conditions”, be they weather, or markets, and management restrictions. The
number of catcher/processors in this sector has decreased since 1995, as a result of a combination of
excess capacity, reduced quotas for the offshore sector, and the decommissioning of vessels under the
AFA.

Table 1-16 provides number of vessels and retained tons by Amendment 80 species, from 1995 to 2005
for the AFA trawl CP sector. Of the groundfish species allocated under the subject action, AFA trawl
C/Ps catch primarily yellowfin sole, followed by Atka mackerel. Catch of yellowfin sole and Atka
mackerel declined after 1998.

Table 1-16  Catch history for the AFA trawl CP sector from 1995 to 2005

Year Species Retained tons
Atka mackerel 1,824
Flathead sole 241

1995 Pacific Ocean Perch 198
Rock sole 717
Yellowfin sole 14,558
Total 17,538

98 Secretarial Review Draft April 20, 2007



BSAI Groundfish Amendment 80

Year Species Retained tons
Atka mackerel 1,392
Flathead sole 57
1996 Pacific Ocean Perch 122
Rock sole 406
Yellowfin sole 21,687
Total 23,664
Atka mackerel 3,869
Flathead sole 70
1997 Pacific Ocean Perch 0
Rock sole 482
Yellowfin sole 17,163
Total 21,584
Flathead sole 247
Pacific Ocean Perch 1
1998 Rock sole 476
Yellowfin sole 10,379
Total 11,103
Atka mackerel 438
Flathead sole 22
1999 Rock sole 39
Yellowfin sole 5,628
Total 6,127
Rock sole 118
2000 Yellowfin sole 2,334
Total 2,452
Flathead sole 0
2001 Rock sgle 115
Yellowfin sole 1,217
Total 1,332
Flathead sole 10
2002 Rock sole 26
Yellowfin sole 1,341
Total 1,376
Atka Mackerel 3
Pacific Ocean Perch
2003 Rock sole 3
Yellowfin sole 2,988
Total 2,994
Flathead Sole 0
2004 Rock S.ole 325
Yellowfin Sole 2,535
Total 2,859
Flathead Sole 9
2005 Rock Sole 23
Yellowfin Sole 5,148
Total 5,180

@ Data withheld to protect confidentiality
Source: Data summarized from 1995-2005 NMFS Weekly Production Reports and 1995-2005 ADFG groundfish fish tickets.
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1.9.3.3 Description of the AFA trawl Catcher Vessel Sector

The AFA trawl CV sector includes, as of 2004, 112 catcher vessels that are eligible to target BSAI
pollock. The majority of these vessels rely almost exclusively on pollock harvested in the Bering Sea.
Some of these vessels also participate in the summer Pacific whiting fishery off the coasts of Oregon and
Washington. In addition, some vessels in this category may tender salmon, while others undergo
maintenance in June and July if they are not engaged in the whiting fishery. The bimodal distribution of
groundfish activity of most of the vessels in this sector is a function of the two primary regulatory seasons
for pollock—the roe season in the winter and spring, and the non-roe season in the summer and fall.
Because of the sector’s reliance on the pollock resource, the BS FMP subarea is clearly the most
important fishing area. While nearly all of the groundfish harvested by the larger vessels is delivered to
shoreside processors, many of the smaller vessels deliver their catch to motherships or catcher/processors.
The number of vessels in this sector has declined as a result of the removal of less efficient vessels.

Table 1-17 shows number of vessels and retained tons by Amendment 80 species from 1995 to 2005 for
the AFA trawl CV sector. Of the species allocated under the subject proposed action, yellowfin sole is the
primary species harvested. Landings of yellowfin sole by the AFA trawl CV sector declined dramatically
after 1997.

Table 1-17  Catch history for the AFA trawl CV sector from 1995 to 2005

Year Species Retained tons
IAtka mackerel 16
Flathead sole 218]
1995 Pacific Ocean Perch 8
Rock sole 487
'Yellowfin sole 10,159
Total 10,887,
IAtka mackerel 13
Flathead sole 251
1996 Pacific Ocean Perch 6
Rock sole 82
'Yellowfin sole 5,906
Total 6,258
IAtka mackerel a
Flathead sole 337
1997 Pacific Ocean Perch 30
Rock sole 1,092
\Yellowfin sole 14,196
Total 15,655,
IAtka mackerel 0
Flathead sole 39
1998 Pacific Ocean Perch 1
Rock sole 8
'Yellowfin sole 282
Total 330,
IAtka mackerel 0
Flathead sole 9
1999 Rock sole 32
\Yellowfin sole 1,209
Total 1,250,
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Year Species Retained tons
Rock sole 90
2000 'Yellowfin sole 1,524
Total 1,614
IAtka mackerel 16
Flathead sole 0
2001 Rock sole 2
'Yellowfin sole 0
Total 18
IAtka mackerel 78
Flathead sole 1
2002 Rock sole 7
'Yellowfin sole 0
Total 85
IAtka mackerel 86
Flathead sole 9
2003 Rock sole 10
Yellowfin sole 0
Total 105
IAtka Mackerel 216
Flathead Sole 60|
2004 Pacific Ocean Perch 3
Rock Sole 160
lYellowfin Sole 18
Total 457,
Atka Mackerel 190
Flathead Sole 100
2005 Rock Sole 16
Yellowfin Sole 0
Total 305,

Description of the Alternatives

@ Data withheld to protect confidentiality
Source: Data summarized from 1995-2005 NMFS Weekly Production Reports and 1995-2005 ADFG groundfish fish tickets.

1.9.3.4 Description of the Non-AFA trawl Catcher Vessel Sector

The Non-AFA trawl CV sector includes trawl catcher vessels that are not AFA-eligible to participate in
the directed BSAI pollock fishery. Vessels in this sector are typically between 60’ and 125°, but
occasionally vessels less than 60’ participate in this sector. The annual cycle of operations of vessels in
this sector differs from that of AFA-eligible trawl catcher vessels. Differences include the reliance of the
non-AFA fleet on the GOA groundfish fishery and the participation of several vessels in this sector in the
halibut IFQ fishery using longline gear. In addition, the smaller vessels in this sector are allowed to
participate in the State of Alaska commercial seine fisheries for salmon, assuming they qualify for the
requisite Alaska Commercial Fishery Entry permit. Alaska's limited entry program for salmon fisheries
established a 58-foot length limit for seine vessels entering these fisheries after 1976. Many trawl catcher
vessels less than 60 feet in length were originally built to be salmon purse seine vessels and subsequently
retrofitted to trawl, while others were designed to function as both trawlers and seiners.

Table 1-18 shows number of vessels and retained tons by Amendment 80 species from 1995 to 2005 for
the Non-AFA CV sector.
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Catch history for the Non-AFA trawl CV sector from 1995 to 2005

Year

Species

Retained tons

1995

Flathead sole

Rock sole

Total

1996

Flathead sole

'Yellowfin sole

Total

1997

Flathead sole

Rock sole

o 1O

'Yellowfin sole

Total

1998

Flathead sole

Total

1999

Total

2000

IAtka mackerel

2 O 10 |10 [©

Flathead sole

Pacific Ocean perch

=Y

Rock sole

11

Total

12

2001

Total

(=]

2002

IAtka mackerel

V)

Flathead sole

Rock sole

Total

2003

IAtka mackerel

Flathead sole

= olbd b O

Rock sole

Total

2004

Rock Sole

Total

2005

Flathead Sole

Rock Sole

'Yellowfin Sole

Total

@ Data withheld to protect confidentiality
Source: Data summarized from 1995-2005 NMFS Weekly Production Reports and 1995-2005 ADFG groundfish fish tickets.

1.9.4 Value of BSAI Groundfish Fisheries

Relative to first wholesale value, the H&G trawl CP sector is more diversified across fisheries than other
sectors. Two primary fisheries have historically contributed relatively equal shares of the first wholesale
value for the H&G trawl CP fleet. Of the allocated species in the proposed action, Atka mackerel at $36
million, and yellowfin sole at $61 million, were two of the largest contributors to sector gross revenue in
2005, contributing 19 percent and 33 percent, respectively to first wholesale value (Table 1-19). Other
fisheries which have historically contributed a significant share of the total first wholesale value for the
head and gut fleet are Pacific cod, rock sole, flathead sole, and GOA groundfish.
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Table 1-19  Wholesale product value (millions of dollars) by BSAI target fishery and GOA groundfish for the
H&G trawl CP sector, 1995-2005

Target 1995 1996 1997 1998 | 1999 2000 2001 2002 2003 2004 2005 Total

Arrowtooth

flounder 0.01 0.01 0.01 0.24 0.30 0.62 0.56 0.62 0.48 0.51 1.21 4.56
Atka mackerel 36.52 59.60 28.22 | 15.02 | 21.36 20.98 44.99 23.93 22.68 28.06 35.56 336.93
Flathead sole 3.09 6.88 7.01 9.86 8.03 7.65 6.77 6.89 4.93 8.99 10.18 80.29
Greenland turbot 3.82 0.60 0.79 0.57 1.21 1.32 0.28 0.29 0.36 0.13 0.06 9.43
Other flatfish 1.40 0.73 0.11 0.73 0.57 0.73 0.28 0.27 0.37 0.47 0.62 6.28
Other groundfish 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.07 0.01 0.00 0.08
Pacific cod 6.05 3.11 4.59 5.15 | 13.50 14.91 10.90 17.50 20.51 27.42 23.79 147.42
Pollock 3.33 2.15 1.29 1.57 2.30 1.78 1.75 1.85 0.01 0.00 0.08 16.12
Rock sole 20.31 16.83 16.92 8.64 9.37 11.62 10.22 14.53 10.78 17.53 15.81 152.56
Rockfish 11.02 8.71 6.62 3.38 5.88 4.42 4.12 5.36 7.02 6.30 8.22 71.05
Sablefish 0.22 0.10 0.00 0.03 0.01 0.00 0.17 0.00 0.00 0.15 0.04 0.72
Yellowfin sole 26.63 21.85 46.14 | 19.70 | 13.88 20.06 18.95 26.15 33.26 34.91 61.20 322.72
GOA groundfish 26.06 28.02 17.04 | 17.32 | 22.75 25.67 17.86 20.75 24.16 17.78 26.58 243.99
Grand Total 138.45 | 148.58 | 128.76 | 82.21 | 99.14 | 109.77 | 116.85 | 118.13 | 124.64 | 142.26 | 183.36 | 1392.14

Source: NMFS

1.9.41 BSAI Groundfish Products and Secondary Processing Activity

This section describes primary and secondary products produced in the BSAI groundfish fisheries. The
discussion provides an aggregated perspective and does not examine production on a sector-by-sector
basis. This section is based mainly on information provided in the document, Alaska Groundfish
Fisheries Final Programmatic Supplemental Environmental Impact Statement (NMFS 2004b).

Primary Products

Groundfish harvested in the fisheries off Alaska fisheries are made into a wide range of primary,
secondary, and ancillary products. In this analysis primary product is defined as the product form after the
initial stage of processing.1 By this definition, all products produced directly from raw fish are considered
primary products. These products may be table-ready (i.e., final product), but more often they are
reprocessed before they are sent to retail markets or foodservice establishments. Secondary processing is
defined as any processing that occurs after the primary products have been transferred to a different

facility. Secondary processing includes the production of kamaboko from surimi and the production of
breaded fish sticks from fillets.

Table 1-20 shows the various primary products by weight, made from three of the BSAI groundfish
categories of interest in the subject action, during the 1998-2003. A large percentage of flatfish are frozen
whole, while a small percentage, primarily yellowfin sole, are made into kirimi, a steak-like product. Atka
mackerel is primarily produced as a headed and gutted or whole product. Most flatfish, by volume, are
also headed and gutted, in some instances with the roe left intact, when present. It should be noted that
comparing products by weight can be misleading. For example, fillets are typically skinless and boneless
product, so a 5-1b yellowfin sole might yield 1.25 Ibs of fillets. The price per pound for fillets is higher
than for head-and-gut product, primarily because fillets require less secondary processing (i.e., engender
more “value-added” by the initial processor).

' This definition of primary processing differs from definitions used by processors when they report production to
NOAA Fisheries in Weekly Processor Reports. In weekly reports processors differentiate primary products, such as fillets or
surimi, from ancillary products, such as roe and fish meal.
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Table 1-20 Volume of Selected BSAI Groundfish Products, by Species and Product Type (1,000 mt), 1998—

2005
Species/Product 1998 1999 2000 2001 2002 2003 2004 2005
Flatfish
Whole fish 31.35 9.64 11.88 7.75 13.1 10.2 12.02 20.6
Head and gut 37.81 36.44 42.32 35.16 45.84 48.82 54.93 60.72
Kirimi 6.3 4.21 6.37 6.15 2.86 3.68 1.81 1.62
Fillets - - - - - 0 - -
Other products 0.86 0.7 0.85 0.42 0.74 0.73 0.83 1.14
Atka mackerel
Whole fish 4.87 10.1 2.92 4.81 3.27 7.13 5 0.89
Head and gut 21.9 22.18 22.49 26.66 18.53 20.72 24.75 32.74
Rockfish
Whole fish 0.04 1.73 0.17 0.46 0.71 0.74 0.33 0.4
Head and gut 4.45 5.04 4.3 2.94 4.58 5.77 5 4.63
Other products 0.01 0.02 0.01 2.14 0 0.04 0.02 0.02

Source: NMFS
Overview of Secondary Processing Activities

During the period covered in this analysis (1995-2003) there were no major secondary processors of these
species operating in Alaska. Groundfish harvested in Alaska is most often exported as headed and gutted,
although some leaves as whole frozen fish, for example. How much remain in the U.S. and how much is
shipped abroad varies from year to year.

1.9.4.2 Product Flows and Markets for BSAI Flatfish, and Rockfish Species

H&G trawl CP sector currently produces, almost exclusively, high quality whole and head and gut
products. Catch is typically processed quickly after it is brought on board, maintaining relatively high
quality across the fleet. At times, however, quality may suffer, because of the race for fish, which could
compel participants to bring catch on board more quickly than it can be efficiently processed, simple in an
effort to maintain share of the total catch. A large majority of the primary processed output of this fleet is
shipped to Asia for reprocessing, while a small portion of the output remains in the U.S., going directly to
domestic markets. Historically, much of the production that is Asia bound has been shipped to Japan and
Korea. In recent years, however, China has played a more prominent role in the reprocessing of
groundfish from the H&G trawl CP sector. In particular, a large portion of the flatfish, Atka mackerel,
and Al POP harvested from the BSAI is shipped to China, where it is reprocessed into finished products
and then exported to final consumer markets around the world. In addition, some of the various
groundfish species are reprocessed in Thailand and Vietnam. After reprocessing, production from the
fisheries reaches a variety of markets, including the U.S., Europe, Japan, and other Asian countries.
Figure 1-3 provides a graphic presentation of U.S. Atka mackerel exports to the world in 2005.

In addition to these generalities, some greater definition of markets for specific species and products is
discernable. While the general pattern of production for the fleet is similar across all species and products,
a few specific markets exist for particular products of the sector. In flatfish markets, the size (grade) of the
fish is extremely important to the product flow. In general, there are four or five grades of flatfish with
each grade having a specific market. Smaller grades (S and M) are shipped directly to Japan where the
product is used in lunch boxes. Larger grades (L, 2L, & 3L) are typically first shipped to China for
reprocessing before being shipped to the U.S. and European markets. A typical H&G trawl CP vessel will
often processed up to 10 species per trip (including incidental catch species), with four or five grades per
species.
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Figure 1-3  U.S. Atka mackerel exports to the world, 2005
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Other distinguishable markets have developed for rock sole with roe, Atka mackerel, and Al POP. The
major market for rock sole with roe is Japan; most rock sole with roe is shipped frozen whole directly to
Japan, where it is reprocessed. Most of this production remains in the Japanese consumer market. Rock
sole without roe generally follows the same path as flatfish. Atka mackerel is more popular in Japan and
Korea than elsewhere; most of the fleet’s production is exported to Japan or Korea for secondary
processing and consumption. Nearly all of the Al POP harvested in the BSAI is exported to China, where
it is reprocessed and then shipped to Japan for final consumption.

While these production trends can be discerned, on the whole, it is difficult to assess the distribution of
the sector’s production among consumer markets, as much of the reprocessed fish enters the world
market. As a consequence, effects of production of the fleet on consumer markets are far reaching and
difficult to estimate.

1.9.5 Community Information

Fisheries influence communities through the economics and social activities generated through
participants in the different industry sectors and through supporting industry and business. Some
information concerning these impacts can be gleaned from examining the residency of participants in the
fisheries. Participation by residence estimates can be generated for the H&G trawl CP sector. Care should
be taken in evaluating the importance of the estimates, as the information available to estimate
participation by residence will not fully reflect the distribution of regional and local impacts. For
example, a vessel owner may not reside in the community that is used as a registered mailing address. In
addition, participants in the H&G trawl CP sector likely purchase inputs and hire crew from outside of
their communities of residence. In addition, impacts of similar magnitudes will have differing importance
with the size of the local and regional economy. Small communities could be greatly affected by impacts
that are likely to go unnoticed in large cities.
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Seattle Region

The fishing communities that are expected to benefit from this proposed action are the locations the
vessels offload, take on supplies, and within which the owners and crew reside. Twenty-seven catcher
processors appear to be eligible for the H&G trawl CP sector. Of these vessels, nearly all are based out of
Seattle or other Washington communities®. Although the BSAI non-pollock groundfish fisheries may be
important to the Seattle-based participants in these fisheries, the effects of these fisheries are largely
overshadowed by both the large fishing and processing industry in Seattle, and the N.W. Washington
regional economy, as a whole. A brief profile of the greater Seattle metropolitan area economy is attached
as Appendix 1.

Alaska Peninsula/Aleutian Islands Region

Vessel ownership among residents of this region is concentrated in two sectors (<60’ hook-and-line/pot
catcher vessels and jig catcher vessels) that tend to work the nearside fisheries in the GOA. Vessel
ownership within the region is concentrated in Sand Point and King Cove, with a secondary cluster in
Unalaska. No other community accounted for more than 3 percent of regional vessels or one percent of
regional value landed by regionally owned vessels

Kodiak Island Region

The Kodiak Island region-owned fleet is very diverse. Some vessel sectors, especially the larger trawl
vessels, have displayed remarkable stability over time. The number of smaller trawlers has declined,
while fixed gear vessels have increased in number. Most of the fleet’s fishing activity is in the central
GOA, and product is delivered to Kodiak shoreside plants. Regional vessel ownership is heavily
concentrated in the City of Kodiak.

Southcentral Alaska Region

More groundfish catcher vessels are owned by Southcentral Alaska region residents than by residents of
either the Alaska Peninsula/Aleutian Islands or Kodiak Island regions. Fixed gear catcher vessels
predominate, and since 1995, when all trawling was banned in the EGOA, five or fewer trawl vessels
have been locally owned. In the fixed gear vessel sector, smaller vessels predominate by a large margin.
This pattern is due, in part, to the relatively small scale of fisheries (and processing capacity) in the
Southcentral Alaska region, the diversified nature of the fisheries pursued, and the presence of relatively
sheltered waters. Ownership of vessels is spread through numerous communities in the region, but
concentrations (in order of importance) in Homer, Anchorage, Cordova, and Seward.

Southeast Alaska Region

The catcher vessels based in this region are more dependent on limited quantities of Pacific cod, rockfish,
and sablefish pursued with longline gear than on higher volumes of groundfish pursued with trawl gear.
Most locally owned vessels are relatively small and are likely to also participate in non-groundfish
fisheries. Sitka, Petersburg, Juneau, and Ketchikan are the most important communities in terms of
regional vessel ownership. Southeast Alaska has had the largest number of vessel owners among the
Alaska regions since the late 1980s. However, the data reveal that there has been a marked decline in
participation of vessels owned by residents of Southeast (and Southcentral) Alaska, while participation by
other Alaska regions has remained relatively stable or increased. The regional differences may be due to
the opportunistic nature of participation by small boats in groundfish and other fisheries. Residents of
Southeast and Southcentral Alaska have relatively more non-fishing income-generating opportunities than
residents of Kodiak and the Alaska Peninsula. If the likelihood of big pay-offs in fishing decline, those
individuals that can are more likely to engage in non-fishing occupations.

3 A few eligible H&G catcher processors are based in Rockland, Maine.
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Unalaska/Dutch Harbor

Unalaska is in a unique position with respect to the Bering Sea groundfish fisheries. It is the site of both
the most intense onshore and offshore sector activity. Unalaska is a community whose economy is
strongly tied to Bering Sea commercial fisheries in general and the groundfish fisheries in particular.
Among groundfish species, pollock plays a particularly important role in local operations.

The four major seafood plants in Unalaska/Dutch Harbor are UniSea, Westward Seafoods, Alyeska
Seafoods and Royal Aleutian Seafoods. Other local shoreside processors include Osterman Fish and
Prime Alaska Seafoods. Some of the largest processors in Unalaska/Dutch Harbor are wholly- or
partially-owned by Japanese companies. For example, Maruha has ownership stakes in Westward
Seafoods and Alyeska Seafoods, and Nippon Suisan is owner of the UniSea plant. Royal Aleutian
Seafoods and Icicle Seafoods, which own a stationary floating processor anchored in Beaver Inlet of
Unalaska Island and two non-motorized processing barges moored in Dutch Harbor during part of the
year, are owned by U.S. corporations based in Seattle. These facilities process a wide variety of seafood,
including crab, halibut, salmon, herring, Pacific cod, pollock, and other groundfish.

AKkutan

Akutan is a unique community in terms of its relationship to the BSAI groundfish fisheries. It is the site
of one of the largest shoreside facilities that process Bering Sea pollock (the facility is owned by the
Seattle-based Trident Seafoods), but it is also the site of a village that is geographically and socially
distinct from the shoreside plant. This “duality” of structure has markedly affected the relationship
between Akutan and the BSAI groundfish fisheries. The seafood processing plant is located some
distance away from the residential concentration of the community. Interactions between the community
and the plant are of a limited nature, and the plant is not incorporated in the fabric of the community such
that little opportunity exists for Akutan residents to participate meaningfully in the Bering Sea pollock
fishery.

1.9.6 Description of the Western Alaska Community Development Quota (CDQ)
Program

This section provides general information about the Western Alaska CDQ Program. More detailed
information about the CDQ Program and CDQ groups may be found at: the NOAA Fisheries, Alaska
Region web site at http://www.fakr.noaa.gov/cdq/default.htm, the Alaska Department of Commerce,
Community and Economic Development web site at http://www.dced.state.ak.us/bsc/CDQ/cdgstats.htm,
and the Bering Sea Fishermen’s Association’s web site http://www.cdgdb.org.

1.9.6.1 Establishment and Purpose of the CDQ Program

The Western Alaska CDQ Program was created by the Council in 1992 as part of the inshore/offshore
allocations of pollock in the BSAI fishery. As stated in the BSAI Groundfish FMP, the purpose of the
CDQ Program is as follows:

The Western Alaska Community Development Quota Program is established to provide fishermen
who reside in western Alaska communities a fair and reasonable opportunity to participate in the
Bering Sea/Aleutian Islands groundfish fisheries, to expand their participation in salmon, herring, and
other nearshore fisheries, and to help alleviate the growing social economic crisis within these
communities. 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 fisheries which have been foreclosed to them because of the high capital
investment needed to enter the fishery.

Secretarial Review Draft April 16, 2007 107



Description of the Alternatives BSAI Groundfish Amendment 80

As practically implemented, the purpose of the CDQ Program is to help western Alaska communities
strengthen their local economies by investing in both commercial fisheries and other fisheries-related
projects, and to provide residents with education, training, and job opportunities in the fishing industry.
The original CDQ Program regulations went into effect on November 18, 1992 and have been amended
numerous times since then. In 1996, the Magnuson-Stevens Act institutionalized the program as part of
the BSAI Groundfish FMP.

The fishery resources allocated under the CDQ Program are under federal jurisdiction, but the program is
jointly managed by NOAA Fisheries and the State of Alaska (State). The State is primarily responsible
for the day-to-day administration and oversight of the economic development aspects of the program and
for recommending quota allocations for each CDQ applicant. NOAA Fisheries is primarily responsible
for fisheries management aspects of the groundfish and halibut CDQ fisheries and broad program
oversight. The specific criteria used to evaluate applications and make CDQ allocation recommendations
are implemented in State regulations. The Alaska Regional Administrator, NOAA Fisheries, acting on
behalf of the U.S. Secretary of Commerce, and the Council review the State’s recommendations and make
the final decision about allocations among CDQ applicants.

1.9.6.2 CDQ Communities and Groups

The communities in the CDQ Program are predominantly Alaska Native villages. The communities are
typically remote, isolated settlements with few natural assets with which to develop and sustain a viable
diversified economic base. Basic community and social infrastructure is often underdeveloped or lacking,
and transportation and energy costs are high. Historically, economic opportunities have been few,
unemployment rates have been chronically high, and these communities (and the region) have been
economically depressed.

While the CDQ communities border very productive fishing grounds, they were unable to exploit this
proximity as the BSAI groundfish fisheries developed. The full development of the domestic fishing and
processing industry in these fisheries occurred relatively quickly between 1976 and 1990. However, the
very high capital investment required to compete in these fisheries precluded small communities from
participating in them. The CDQ Program serves to ameliorate some of these circumstances by extending
an opportunity to qualifying communities to directly benefit from the productive harvest and use of these
publicly owned resources.

Currently, 65 communities participate in the CDQ Program, based on eligibility criteria listed in both the
Magnuson-Stevens Act and federal regulation. The eligible communities have formed six non-profit
corporations (CDQ groups) to manage and administer the CDQ allocations, investments, and economic
development projects. The six CDQ groups are Aleutian Pribilof Island Community Development
Association (APICDA), Bristol Bay Economic Development Corporation (BBEDC), Central Bering Sea
Fishermen’s Association (CBSFA), Coastal Villages Region Fund (CVRF), Norton Sound Economic
Development Corporation (NSEDC), and Yukon Delta Fisheries Development Association (YDFDA).

1.9.6.3 CDQ Program Allocations, Harvest, and Value

Since 1992, the CDQ Program has expanded several times and now includes allocations of pollock,
halibut, sablefish, crab, all of the remaining groundfish species (cod, Atka mackerel, flatfish, and
rockfish), and prohibited species catch (i.e., as bycatch allowances for salmon, halibut, and crab). CDQ
Program allocations vary by species. While originally set at 7.5 percent, Congress increased the pollock
CDQ allocation to 10 percent in 1998 as part of the American Fisheries Act. The percentage of other
catch limits allocated to the CDQ Program (as CDQ reserves) is determined by the BSAI Crab
Rationalization Program (10 percent of crab species, except for Norton Sound red king crab, which is 7.5
percent. See 70 FR 10174, March 2, 2005); the BSAI FMP for all other groundfish and prohibited species
(7.5 percent, except 20 percent for fixed gear sablefish); and, 50 CFR 679 for halibut (20 percent to 100
percent, depending on management area).
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Establishment of the annual groundfish CDQ reserves is an extension of the groundfish harvest
specifications process. Once annual BSAI species categories and TAC amounts are established, an initial
TAC amount of 85 percent of the aggregated BSAI TACs is calculated for all species, except pollock and
fixed gear sablefish. The remaining 15 percent of annual TAC is equally split between the CDQ Program
and a non-specified groundfish reserve. This is the basis for the annual 7.5 percent groundfish CDQ
reserve, which is then apportioned back among the TAC categories in place for a given year, based on the
proportion each TAC category contributes to the aggregate BSAI TAC limit. The BS and Al pollock
TACs each contribute 10 percent to CDQ reserves, while the fixed gear sablefish TAC contributes 20
percent to a CDQ reserve. A parallel process is used to allocate 7.5 percent of each BSAI prohibited
species catch limits to the CDQ Program as prohibited species quota (PSQ). Annual groundfish CDQ and
PSQ allocations for 1998 to 2006 are available at the NOAA Fisheries web site cited in the introductory
paragraph to Section 3.2.1.

Each CDQ group is eligible to receive a percentage allocation of each CDQ reserve and prohibited
species quota (PSQ) reserve as recommended by the State and approved by the NOAA Fisheries. The
percentages can vary by CDQ group, management area, and species. Such percentages are reviewed and
amended on a periodic basis. Under the current regulations, all groundfish (except for squid and “other
species,” as discussed in Section 3.4) and prohibited species caught by vessels fishing for a particular
CDQ group accrues against that group’s CDQ and PSQ allocations. Besides squid and “other species,”
none of the groundfish or prohibited species caught in the groundfish CDQ fisheries accrue against the
non-CDQ apportionment of TAC or PSC limits. The CDQ groups must manage their catch to stay within
each of their annual CDQ allocations, as they are prohibited from exceeding them. This may have a
bearing on how successfully or aggressively CDQ groups prosecute some target species.

The 2006 CDQ allocations included approximately 188,000 metric tons of groundfish, about 2 million
pounds of halibut, and approximately 5.7 million pounds of crab. Annual CDQ allocations provide a
revenue stream for CDQ groups through various channels, including the direct catch and sale of some
species, leasing quota to various harvesting partners, and income from a variety of investments. The six
CDQ groups had total revenues in 2005 of approximately $134 million, primarily from pollock royalties.
Since 1992, the CDQ groups have accumulated net assets worth approximately $369 million (as of 2005),
including ownership of small local processing plants, catcher vessels, and catcher/processors that
participate in the groundfish, crab, salmon, and halibut fisheries.

One of the most tangible direct benefits of the CDQ Program has been employment opportunities for
western Alaska village residents. CDQ groups have had some successes in securing career track
employment for many residents of qualifying communities, and has opened opportunities for non-CDQ
Alaskan residents, as well. Jobs generated by the CDQ program included work aboard a wide range of
fishing vessels, internships with the business partners or government agencies, employment at processing
plants, and administrative positions. In recent years, annual CDQ-related jobs has ranged from 1,339
people in 1999 to 2,025 in 2005. CDQ wages have ranged from $10.6 million in 1999 to $16.6 million in
2005. CDQ groups continue to explore the means to provide both continuing and additional employment
opportunities for local residents.

1.10 Expected Effects of the Alternatives

This section provides the analysis of the four structural alternatives: 1) Status Quo/No Action, 2) multiple
cooperative program, 3) single cooperative program, and 4) the Council’s preferred alternative. Assessing
the effects of the alternatives involves some degree of speculation. In general, the effects arise from the
actions of individual participants in the fisheries under the incentives created by the different alternatives.
Predicting these individual actions and their effects is constrained by the novelty of the program under
consideration and incomplete information concerning the fisheries, including the absence of complete
economic information and well-tested models that predict behavior under different institutional structures.
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In addition, exogenous factors, such as stock fluctuations, market dynamics, and macro condition in the
global economy, will influence the responses of the participants under each of the alternatives.

To examine the expected impacts of the alternatives, the analysis begins by considering practices and
participation in harvesting and processing that are likely to arise under the various management systems
proposed.

1.10.1 Effects on Management

This section provides the analysis of Alternative 1 (status quo), and three additional alternatives.
Although the alternatives to the status quo differ in several respects, the primary difference is in the
cooperative structures. The second alternative is a cooperative alternative that would allow multiple
cooperatives to be formed within the sector. The third alternative is a cooperative alternative that would
authorize the formation of a single cooperative in the sector. The fourth alternative is intended to be the
preferred alternative. The specific differences of these alternatives are described in below.
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Table 1-21 Comparison of the Alternatives

Alternative 1 . . Alternative 4

(Status Quo) Alternative 2 Alternative 3 (Preferred)
Primary Target None Yellowfin sole, rock sole, flathead |Yellowfin sole, rock sole, flathead |Yellowfin sole, rock sole, flathead
Species to be sole, Atka mackerel, Aleutian sole, Atka mackerel, Aleutian sole, Atka mackerel, Aleutian
Allocated Islands Pacific Ocean perch Islands Pacific Ocean perch Islands Pacific Ocean perch
Allocation to None Allocation: sector’s retained catch|Allocation: sector’s retained catch|Allocation: rock sole 100%, flathead

Sector

over all retained catch, 1998-
2002

Management: hard cap

Yellowfin sole: all yellowfin sole
in excess of 125,000 mt
threshold to be divided 30% to
sector and 70% to other trawl;
rollover to the H&G trawl CP
sector; no AFA yellowfin sole
sideboards for yellowfin sole
threshold fishery

over all total catch, 1995-2003

Management: soft cap; rollover to
sector

Yellowfin sole: all yellowfin sole
in excess of 100,000 mt
threshold to be divided 70% to
sector and 30% to other trawl;
rollover to the H&G trawl CP
sector; no AFA yellowfin
sideboards for yellowfin sole
threshold fishery

sole 100%, EAI/BS and CAIl Atka
mackerel 98% reduced to 90% over
a 4-year period at 5% per year
starting in second year; WAI Atka
mackerel 100%; EAI and CAI Al
POP 95% reduced to 90% the
second year; WAI POP 98%;
yellowfin sole, 93% at ITAC <
87,500, 87.5% at ITAC > 87,500 <
102,500, 82% at ITAC > 95,000 <
102,500, 76.5% at ITAC > 102,500
< 110,000, 71% at ITAC > 110,000
<117,500, 65.5% ITAC > 117,500 <
125,000, and 60% at ITAC >
125,000

Management: hard cap for sector and
an ICA for fixed gear sectors and
trawl limited access fishery; rollover
of allocated species, PSC, and ICA
to cooperatives only, halibut PSC
rollover discounted 5%, no AFA
sideboards for yellowfin sole when
ITAC is 125,000 mt or greater
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Alternative 1
(Status Quo)

Alternative 2

Alternative 3

Alternative 4
(Preferred)

Allocation of
Prohibited
Species

PSC allocated by target fishery
and shared among all trawl
vessels

Sector allowance based on
average historic PSC usage in
directed fishery for allocated
primary species plus Pacific
cod,1998-2002

Sector allowance based on:

a) average PSC usage, by
fishery, of all trawl in each PSC
fishery group for allocated
primary species plus Pacific
cod, 1995-2003

b) apply sector proportion as
determined above

¢) reduce by 5%

Halibut

H&G trawl CP sector: 2525 with a 50
mt reduction for 4 years starting the
second year finishing at 2325 mt in
the 6™ and subsequent years; 50 mt
reduction will stay in water except
the 3™ year were 50 mt reduction
will be reallocated to CDQ/PSQ
program

Trawl limited access group: 875 mt

Crab

H&G trawl CP sector: apportionment
amounts are 62.48% red king crab,
61.44% C. opilio, 52.64% for Zone 1
C. bairdi, and 29.59% for Zone 2 C.
bairdi; reduce crab PSC allocations
to 80% of apportionment amount
phased in at 5% per year starting in
second year

Trawl limited access group: sum of
combined AFA CV/CP sideboards

Sector Eligibility

Determined by Congress

Determined by Congress

Determined by Congress

Determined by Congress

Cooperative

None

Threshold: 15% minimum of

Threshold: 67% minimum of

Threshold: 30% minimum of eligible

formation eligible participants and must eligible vessels and must be vessels and LLP licenses for eligible
be comprised of at least two comprised of at least three vessels and must be comprised of
separate entities separate entities at least three separate entities
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Alternative 1
(Status Quo)

Alternative 2

Alternative 3

Alternative 4
(Preferred)

Cooperative
allocation

None

Allocation: based on retain catch
history, 1998-2002

Atka mackerel: each vessel
receives historic catch for all
areas combined; vessels less
than 200’ in length and having
less than 2% of the sector’s
Atka mackerel history receive
allocation by area according to
catch distribution in those
areas; remainder of the Atka
mackerel allocated equally in
each area to vessels greater
than 200’ length or having more
than 2% of the sector’s Atka
mackerel allocation

A qualified vessel that has not
fished after 1997 will receive an
allocation no less than 0.5% for
yellowfin sole, 0.5% for rock
sole, and 0.1% for flathead sole

Allocation: based on total catch
history, 1995-2003 drop 3

Atka mackerel: each vessel
receives historic catch for all
areas combined; vessels less
than 200’ in length and having
less than 2% of the sector’s
Atka mackerel history receive
allocation by area according to
catch distribution in those
areas; remainder of the Atka
mackerel allocated equally in
each area to vessels greater
than 200’ length or having more
than 2% of the sector’s Atka
mackerel allocation

A qualified vessel that has not
fished after 1997 will receive an
allocation no less than 0.5% for
yellowfin sole, 0.5% for rock
sole, and 0.1% for flathead sole

Allocation: based on total catch
history, 1998-2004 drop 2

Atka mackerel: each vessel receives
historic catch for all areas
combined; vessels having less than
200’ in length and less than 2% of
the sector’'s Atka mackerel history
receive allocation by area
according to catch distribution in
those areas; remainder of the Atka
mackerel allocated equally in each
area to vessels greater than 200’
length or having more than 2% of
the sector’s Atka mackerel
allocation

A qualified vessel that has not fished
after 1997 will receive an allocation
no less than 0.5% for yellowfin sole,
0.5% for rock sole, and 0.1% for
flathead sole

Excessive share
limits

None

No limit on consolidation

No single person may hold no
more than 50% of the catch
history of an allocated species

No single person may hold more than
30% of the catch history of an
allocated species on an aggregate
basis and the initial allocation is
grandfathered

No vessel may harvest more than
20% of the entire sector allocation;
initial allocation grandfathered
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Alternative 1
(Status Quo)

Alternative 2

Alternative 3

Alternative 4
(Preferred)

Sideboards None

For sector: established based on

participation in other fisheries,
1998-2002; for GOA halibut
PSC based on usage by area,
1998-2002; only vessels that
have GOA wide weekly
participation in the flatfish
fisheries over the threshold
during the qualifying period
would be eligible to participate
in the GOA flatfish fisheries
Within sector: established
between cooperative and non-
cooperative participants for
unallocated species

For sector: established based on

participation in other fisheries,
1995-2003; for GOA halibut
PSC based usage by area,
1995-2003

Within sector: established
between cooperative and non-
cooperative participants for
unallocated species

BSAI
none

GOA

1) eligible to participate in the GOA
flatfish fisheries based on 10 weeks
of participation in flatfish fishery
using 1998-2004

2) sector vessels that have fished
80% of their weeks in the GOA from
2000 to 2003 will be exempt from
GOA halibut sideboards and
prohibited from fishing for all other
sideboard species in GOA; exempt
vessels may lease their BSAI
Amendment 80 history

3) gulf-wide halibut sideboards
calculated based on actual usage
for each target fishery within each
area for the H&G trawl CP sector
using 1998-2004

4) GOA pollock, Pacific cod, and
directed rockfish sideboards for the
H&G trawl CP sector based on
retained catch of the sector as a
percent of retain catch of all sectors
from 1998-2004 for each GOA area

5) CGOA rockfish demonstration
program takes precedence

6) sideboards apply to vessels and
LLPs used to generate harvest
shares

7) GOA rationalization program when
complete will supersede
Amendment 80 sideboards

8) sideboards for PSC and GOA
would be allocated between
cooperative and non-cooperative
vessel/licenses based on same
formula as Component 10

9) aggregate sideboard limits will be
established
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Alternative 1
(Status Quo)

Alternative 2

Alternative 3

Alternative 4
(Preferred)

cbDQ 7.5% of groundfish and
prohibited species (except
herring) allocated to CDQ

multispecies fishery

10% of allocated species, plus
secondary species caught
incidentally in directed
fisheries, to CDQ multispecies
fishery; PSQ proportional to the
CDQ allocation

15% of allocated species, plus
secondary species caught
incidentally in directed
fisheries, to CDQ multispecies
fishery; PSQ proportional to the
CDQ allocation

10.7% of each BSAI species with
directed fisheries (except Pcod);
10.7% of PSQ species (except
halibut, herring, and Chinook
salmon)

Secretarial Review Draft April 16, 2007

115




Description of the Alternatives BSAI Groundfish Amendment 80

Assessing the effects of the alternatives involves some degree of conjecture. In general, the effects arise
from the actions of individual participants in the fisheries under the incentives created by the different
alternatives. Predictability of these individual actions and their effects are constrained by the novelty of
the program under consideration and incompleteness of information concerning the fisheries, including
the absence of complete economic information and well-tested models that predict behavior under
different institutional structures. In addition, unpredictable factors, such as conditions in different
fisheries and of the different stocks and condition of the overall economy, could influence the responses
of the participants under the alternatives.

To examine the impacts of the alternatives, the analysis begins by considering practices and participation
in harvesting and processing that are likely to arise under the various management systems proposed by
the alternatives. Through this methodology, all of the different impacts are brought to light allowing the
reader to see the impacts of the different alternatives.

Alternative 1: Status Quo/No Action

Provided below is a brief description of the current management of the non-pollock groundfish fisheries.
For more detail see the background section of the Regulatory Impact Review (Section 1.9). That section
includes a description of the fisheries, description of the H&G trawl CP sector, the fishery value for the
BSALI groundfish fisheries, community information, and background information on the Western Alaska
Community Development Quota (CDQ) program. Overall, the status quo alternative is likely to result in
the continuation of existing fishing practices and patterns.

Current Management of the Fisheries

The BSAI management area encompasses the U.S. Exclusive Economic Zone (EEZ) of the eastern Bering
Sea and that portion of the North Pacific Ocean adjacent to the Aleutian Islands west of 170° W.
longitude. The northern boundary of the Bering Sea is the Bering Strait, defined as a straight line from
Cape Prince of Whales to Cape Dezhneva, Russia.

The A season for the trawl fisheries under consideration in this action is from January 20 through April 1;
the B season is from April 1 through June 10; and finally, the C season is from June 10 to November 1.

Both the trawl and non-trawl fisheries are prosecuted from a single TAC. The TAC specifications for the
primary allocated species and PSC specifications are recommended by the Council at its December
meeting. The recommendations are based on Stock Assessment Fishery Evaluation reports prepared by
Council’s BSAI Groundfish Plan Team. The Secretary, after receiving recommendations from the
Council, determines up to 2 years of TACs and apportionments. The TAC for each of the allocated
species is reduced by 15 percent to form the reserve and CDQ allocations. One-half of the reserve is used
for CDQ allocations. The remaining portion of the reserve is used for: a) correction of operational
problems by the fishing fleets, to promote full and efficient use of groundfish resources, b) adjustments of
species TACs according to the condition of stocks during fishing year, and ¢) apportionments.

Since 1994, the Atka mackerel quota has been split during the annual specifications into three separate
area allocations, based on the most recent biomass estimates. The three areas are the Bering Sea/eastern
Aleutian Islands (Bering Sea and Area 541), the central Aleutian Islands (area 542), and the western
Aleutian Islands (Area 543). In 1999, Area 542 and Area 543 were further split into critical habitat and
non-critical habitat areas, due to Steller sea lion concerns. In addition, up to 2 percent of the Atka
mackerel TAC in the eastern Aleutian Islands District/Bering Sea subarea can be allocated to vessels
using jig gear in the areas noted above. In 2005, the Council recommended and NMFS approved
allocating 1 percent to vessels using jig gear.

A Federal groundfish license is required for vessels participating in any Federal BSAI groundfish fishery,
other than fixed gear sablefish. Those exempt from the license requirement are vessels fishing in State of
Alaska waters, vessels less than 32° LOA, or jig gear vessels less than 60° LOA using a maximum of 5 jig
machines, one line per machine, and a maximum of 15 hooks per line. The LLP limits the number, size,
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and specific operation of vessels that may be deployed in certain groundfish fisheries under the Council’s
jurisdiction. For a person to qualify for an LLP permit, the person must own a vessel that has documented
harvests of groundfish during two periods, the general qualification period and the endorsement
qualification period. In addition to the area/species endorsements, the LLP license is designated, by vessel
length category, for use on either a catcher/processor, or a catcher vessel. LLP licenses may be transferred
subject to the vessel designations and area/species endorsements.

Table 1-22 shows the number of LLP licenses issued for the BSAI by trawl sector. There are 64 trawl
licenses designated as catcher processors that are endorsed for the BSAI area. Twenty of these licenses
are currently registered to AFA trawl CP vessels operating in the BSAI. The remaining 44 trawl CP
licenses are either currently registered to H&G trawl CP vessels that currently operate in the BSAI and/or
GOA or they are registered to other vessels, but are not being used in either area. Of the 44 H&G trawl
CP licenses, 22 also have Gulf of Alaska endorsements. There are 152 trawl licenses designated for
catcher vessels that are endorsed for BSAI area. One hundred and two of these licenses are currently
registered to AFA trawl catcher vessels, leaving 50 licenses that are registered to non-AFA trawl catcher
vessels.

Table 1-22 BSAI trawl LLP licenses by trawl sector

Sector BS only LLP Al only LLP BSAI LLP Total License
AFA trawl CP 1 0 19 20
H&G trawl CP 6 1 37 44
Total Trawl CP Licenses 7 1 56 64
AFA trawl CV 59 0 43 102
Non-AFA trawl CV 44 2 4 50
Total Trawl CV Licenses 103 2 47 152

Source: NMFS Groundfish LLP database. Current as of July 13, 2005.

Inseason management credits both directed harvest and incidental harvest against the TAC for groundfish
species to ensure they are not overharvested. The directed fishery for any groundfish species is closed
when the directed fishing amount is harvested, reserving the remainder of the TAC for incidental catch in
other groundfish fisheries. NOAA Fisheries allows vessels to retain incidental catch of groundfish species
(if the TAC has not been reached) taken in other directed fisheries that are open, up to the maximum
retainable amount (MRA). If the fishery is closed to directed fishing and the TAC is reached, NOAA
Fisheries issues a prohibition on retention for that species and all catch of that species must be discarded.
If a fishery is closed to directed fishing for one of these species, the ABC has been taken, and the harvest
is approaching the overfishing level, then NOAA Fisheries could close target fisheries that incidental
harvest that species.

Pacific halibut, Pacific herring, Pacific salmon and steelhead, king crab, and Tanner crab are prohibited
species and must be avoided while fishing for groundfish. If caught, they must be returned to the sea with
a minimum of injury, except when their retention is authorized by other applicable law. PSC is
apportioned between target fishery categories: trawl and non-trawl fisheries. The halibut PSC limit for
trawl gear is currently 3,675 mt. The PSC limits for C. bairdi and C. opilio crab are dependent upon the
abundance of these species of crab, while the PSC limit for red king crab is dependent upon the number of
mature female red king crabs estimated to be present in the respective biomass.

All vessels participating in the groundfish fisheries are required to retain all catch of IR/IU species
(currently, pollock and Pacific cod), when directed fishing for those species is open, regardless of gear
type employed and target fishery. When directed fishing for an IR/IU species is prohibited, retention of
that species is required only up to any maximum retainable amount in effect for that species. No
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discarding of whole fish of these species is allowed, either prior to or subsequent to that species being
brought on board the vessel, except as required in the regulations. At-sea discarding of any processed
product from any IR/IU species is also prohibited, unless required by other regulations. The no action
alternative also includes the revision of the pollock MRA in the BSAI, which was implemented on June
2004. Under this revision, the enforcement period for pollock harvest in the BSAI was modified from
enforcement at anytime during a fishing trip to enforcement at the time of offload.

All IR/IU species caught in the BSAI must be either 1) processed at sea subject to minimum product
recovery rates, or 2) delivered in their entirety to onshore processing plants for which similar processing
requirements are implemented by State regulations.

Analysis of the status quo assumes the GRS are implemented. In October 2002, the Council initiated
Amendment 79 to meet the Council’s stated goals of reducing bycatch, minimizing waste, and improving
utilization of fish resources to the extent practicable. In June 2003, the Council adopted Amendment 79 to
the FMP, which authorizes groundfish retention standards as a tool for further increasing the retention and
utilization of groundfish and responding to bycatch reduction goals described in National Standard 9. The
GRS program was published in the Federal Register on April 6, 2006 (71 FR 17362). Starting in 2008,
H&G trawl CP vessels over 125 in length will be required to meet an annual GRS. The GRS will be
phased in over a four year period, starting at 65 percent in 2008, followed by an increase to 75 percent
2009, 80 percent in 2010, and finally 85 percent in 2011 and each year after. Only H&G trawl CP vessels
over 125 ft LOA or greater would be required to meet the GRS. The GRS will be enforced on an
individual vessels basis. All regulated vessels will be required to use NMFS-approved scales to determine
the weight of total catch and either obtain sufficient observer coverage to ensure every haul is observed
for verification that all fish are weighted, or use an alternative processing plan approved by NMFS.
Mixing of catch from two or more hauls prior to sampling by an observer will be prohibited.

Including recent changes for determining the MRA for pollock, which now is determined at the end of
each offload rather than at any point during the trip, coupled with the GRS, the discard rate for the H&G
trawl CP sector is expected to be reduced. Information in Table 1-23 shows the expected increases in the
additional retained catch and product weight, and the increase in retained product weight as a percentage
of total sector production. Also shown are the number of boats affected by the GRS, the combined
retention rate of the fleet as a whole, and the combined retention rate of vessels affected by the GRS.
Overall, the table shows that due to increased retention resulting from the MRA change during the first
two years of the program, the GRS is expected to have almost no effect on retention rates in the fleet.
Only in 2008 do retention rates increase due to the GRS.

Table 1-23  Expected affects to the H&G trawl CP sector from Amendment 79 and pollock MRA
enforcement changes

2006 2007 2008 2009 2010 2011
GRS (Percentage) - - 65 75 80 85
Additional Retained Catch 0 0 1,799 17,722 33,539 52,913
Additional Retained Product 0 0 1,146 11,287 21,361 34,337
Number of GRS Affected 0 0 0.7 6.5 12.3 19.8
Boats
Retention Rate of GRS
Affected Boats 721 721 72.5 76.3 80.1 85.0
Retention Rate of HT-CP 69.9 69.9 70.2 73.4 76.6 80.6

Source: Analysis of BSAI Amendment 79, July 2005

Overall, the preferred alternative would lead to a projected retention rate of 80.6 percent across the entire
H&G trawl CP sector and 85 percent across affected vessels. The gain in retention is the result of lower
discards of non-pollock groundfish. Additional costs would be incurred by vessels required to comply
with the GRS to allow for monitoring and enforcement of compliance. Seven of the qualified vessels
would be required to invest in flow scales at an approximate cost of $75,000 to $300,000 per vessel, while
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all sixteen vessels would be required to carry an extra observer at a cost of roughly $82,000 per year per
vessel.

Alternatives 2, 3, and 4
Allocation of primary species

Alternatives 2, 3, and 4 would allocate yellowfin sole, rock sole, flathead sole, Atka mackerel, and
Aleutian Island Pacific Ocean perch to the H&G trawl CP sector.

For Alternative 2, the allocation of the primary target species will be a percent of the annual TAC equal to
retained catch of the H&G trawl CP sector divided by the retained catch by all sectors for the years 1998
to 2002. The remaining portion of the primary target species not allocated will be reserved for the general
limited access fishery for all other trawl vessels with catch history during 1995-2004 and having the
appropriate LLP endorsements. Under Alternative 3 the allocation will be based on retained catch of the
sector divided by the total catch by all sectors for the years 1995 to 2003. The remaining portion of the
primary target species not allocated will be reserved for the general limited access fishery. For Alternative
4 (preferred alternative), the Council has selected specific allocation percentages for each of the five
species.

Table 1-24 shows the allocation of the primary species to the H&G trawl CP sector and the general
limited access fishery under Alternatives 2 and 3.

Table 1-24 Allocations of Amendment 80 species under Alternative 2 and 3

Alternative 2

H&G trawl CP sector

General limited access

Allocated Species fishery
Allocation percent Allocation percent
Atka mackerel 99.7% 0.3%
Flathead sole 96.8% 3.2%
Al POP 100% 0.0%
Rock sole 95.4% 4.6%
Yellowfin sole 88.5% 11.5%

Alternative 3

H&G trawl CP sector

General limited access

Allocated Species fishery
Allocation percent Allocation percent

Atka mackerel 84.3% 14.6%

Flathead sole 63.1% 37.4%

Al POP 85.4% 13.8%

Rock sole 37.0% 63.9%

Yellowfin sole 59.8% 42.1%

Source: Data summarized from 1995-2004 NOAA Fisheries Weekly Production Reports.

Under Alternative 2, the allocation percentages to the H&G trawl CP sector are expected to be sufficient
to keep the sector’s groundfish catch levels about the same as their historic catch. However, the remaining
portion of groundfish reserved for the general limited access fishery in many cases would be less than
historic harvests and could disadvantage members of other sectors, particularly non-AFA catcher vessels.
Under these alternatives, the allocation to the general limited access fishery would be less than the
combined AFA trawl CP and CV sideboards for each of the allocated species. Recall that the sideboards
are not an allocation. Sideboards limit the total amount of a species a sector that has been “rationalized”
may harvest. Persons operating in the general limited access fishery will need to compete against other
participants in the AFA sectors to harvest these species. During the years 1995 to 1997, participants in the
AFA trawl CP and CV sectors participated in these fisheries in larger numbers. However, in recent years,
the number of vessels participating in these fisheries has declined. One of the primary reasons,
potentially, for the decline in the number of AFA trawl CP and CV participants is the increase in pollock
TAC. As the pollock TAC increases, relative to the species allocated under this program, the participants
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in the AFA trawl CP and CV sectors focused more on the pollock fishery. However, if pollock declines,
AFA vessels could shift their effort to species allocated under this action, if it is profitable. A second
reason is that vessels that historically participated in some of these fisheries were retired as part of the
AFA. Given the small allocation to the general limited access fishery, participants will have little or no
opportunity to expand their harvest in these fisheries, if the pollock and Pacific cod TAC were to decline.

For Alternative 3, the groundfish allocation percentages to the H&G trawl CP sector would result in an
allocation at current TAC levels that are below their current retained catch of these species. In contrast,
the allocation amounts of some species (e.g., flathead sole, Al Pacific Ocean perch, rock sole, and
yellowfin sole) to the general limited access fishery under Alternative 3 at current TAC levels, would be
far greater than the current catch by participants outside of the H&G trawl CP sector. In addition, the
allocations for these species in some cases greatly exceed the combined AFA trawl CP and CV
sideboards. Without substantial increases in effort by non-AFA CVs, large portions of the allocation to
the general limited access fishery would go unharvested. For example, if the Council selected this
allocation option for rock sole, the allocation to the general limited access fishery would be 63.9 percent
of the TAC. Assuming the AFA CP and CV sector harvested rock sole up to their sideboards (7.11
percent), the remaining allocation available for the non-AFA trawl CV sector would be 56.79 percent.
However, the non-AFA trawl CV sector has traditionally harvested very little rock sole. Between 1995
and 2002, the number of non-AFA trawl catcher vessels that have retained rock sole has ranged between
three and five. In 2003, the number increased to eight. In all of those years, the amount retained by the
non-AFA trawl CV sector has been less than one percent of the total rock sole retained by all sectors
combined.

In June 2006, the Council selected preferred allocation percentages for the H&G trawl CP sector
(Alternative 4). Allocation percentages selected were 100 percent for rock sole, and 100 percent flathead
sole. For Atka mackerel and Al POP, the Council selected an approach that would phase in the final
allocation percentages over a period of years. For the Atka mackerel, that period would be four years, and
for AI POP, it would be two years. The allocation percentages for Atka mackerel would start at 98 percent
for EAI/BS and CAI and then be reduced 2 percent every year for four years, culminating at a 90 percent
allocation. For WAI, the H&G trawl CP sector would be allocated 100 percent of the Atka mackerel. For
EAI and CAI Al POP, the allocation would start at 95 percent the first year, and decrease to 90 percent
the second year. For WAI, the allocation to the sector would be 98 percent. For yellowfin sole, the
Council selected a variable allocation approach that would be dependent on the ITAC level:

ITAC (mt) Allocation Percent
< 87,500 93%
> 87,500 < 95,000 87.5%
> 95,000 <102,500 82%
>102,500 < 110,000 76.5%
>110,000<117,500 71%
> 117,500 < 125,000 65.5%
> 125,000 60%

The variable apportionment for yellowfin sole was selected in place of the threshold concept in
Component 13. Under a variable apportionment, for example, if the ITAC amount for yellowfin sole was
77,083 mt, then the allocation would be 93 percent. The allocation to the trawl limited access group
would be 7 percent. If the ITAC increased to 120,000 mt, the allocation to the H&G trawl CP sector
would be 71 percent, while the allocation to the trawl limited access group would be 29 percent. An
advantage of a variable apportionment schedule with multiple apportionment percentages, over a single
apportionment percent change in Component 13, is increased flexibility in adjusting to changes in ITAC.
Historically, the mix of participants has shifted as ITAC has increased or decreased. In periods of high
yellowfin sole ITAC, participants in the trawl limited access sector accounted for a larger share of the
harvest than when ITAC was significant lower (see Table 1-4).
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Table 1-25 shows the 2005 allocations to the H&G trawl CP sector and the trawl limited access fishery
for each of the allocated species under Alternative 4, using 2005 TAC. Under this alternative, the
allocations of yellowfin sole, rock sole, and flathead sole are similar to the allocations under Alternative 2
in that the allocations are expected to be sufficient to keep the H&G trawl CP sector’s groundfish catch
levels about the same as their historic catch. Atka mackerel and Al POP would be slightly less than
Alternative 2 at the end of the phase in reduction. The percentages used for the Atka mackerel and Al
POP allocations in the table are the final allocation percents. In reviewing the allocation amounts to the
trawl limited access fishery in this alternative, it is likely there would be insufficient amounts of
Amendment 80 species for a directed fishery, with the exception of yellowfin sole. In general, this is
indicative of the historical catch history of the trawl limited access participants since before the
implementation of the AFA in 2000.

Table 1-25 Allocations (mt) of Amendment 80 species under Alternative 4

Al POP* Atka Mackerel*
Yellowfin | Rock | Flathead
sole** sole sole EAI CAl WAI | EAI/BS CAl WAI
2005 TAC 90,686 | 41,500 19,500 | 3,080 | 3,035 | 5,085 7,500 | 35,500 | 20,000
CDQ allocation
(10.7%) 9,703 | 4,441 2,087 330 325 544 803 3,799 2,140
Jig allocation (1% of
Atka mackerel for
EAI/BS) - - - - - - 68 - -
ICA (Assumed 5%) 4,049 1,853 871 138 136 227 332 1,585 893
2005 ITAC 76,933 | 35,207 16,543 | 2,613 | 2,575 | 4,314 6,299 | 30,116 | 16,967
Trawl limited access
allocation 5,385 1,056 331 261 257 0 630 3,012 339
Non-AFA Trawl CP
Sector allocation 71,548 | 34,150 16,212 | 2,352 | 2,317 | 4,314 5,669 | 27,105 | 16,628
AFA CV Sideboard 5,240 1,264 879 21 7 0 21 3 0
AFA CP Sideboard 18,626 1,371 627 55 3 18 0 3,646 3,572

Source: Data summarized from 1995-2004 NOAA Fisheries Weekly Production Reports.

* The percentages used for the Atka mackerel and AI POP allocations are the final allocation percents

**The yellowfin sole allocation is variable depending on ITAC. The amount shown in this table is based on an ITAC amount of
77,537 mt.

Table 1-25 also provides CDQ allocation amounts under the preliminary preferred alternative, AFA
sideboard limits for the allocated species, and the ICA. The Council in April 2006, clarified that the ICA
is intended for the both the fixed gear sectors and the trawl limited access fishery to account for incidental
catch. The Council also clarified that the [CA will be determined prior to allocations to the H&G trawl CP
sector and the trawl limited access fishery. For this analysis, the ICA is set at 5 percent for each of the
species for simplicity. Recognize that NOAA Fisheries will set the ICA for each of the species on an
annual basis and the amount could be greater or less than the assumed 5 percent used in this analysis. See
the ICA section below for more details on how NOAA Fisheries will manage the ICA.

The Council also clarified in June 2006 that the sideboard limits for the AFA sectors would be determined
after the CDQ allocations. Based on clarification, it appears the sideboards would be ineffectual since the
sideboard is greater than the allocation to the trawl limited access fisheries for most of the species. The
only exception would be the Al POP and EAI/BS Atka mackerel. In these cases, the sideboard is less than
allocation to the trawl limited access fishery. The primary reason for the ineffectiveness of the sideboard
limit under this action is due to the H&G trawl CP sector receiving allocations of these species. One of
the primary purposes of the AFA sideboards was to prevent the AFA sectors from expanding beyond their
historic catch history in these fisheries and potentially harming the H&G trawl CP sector. The effect of
non-restrictive AFA sideboards is the non-AFA trawl participants in the trawl limited access group are
not protected from AFA vessels exceeding their historical catch history. For the non-AFA trawl CP
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sector, this proposed action will provide a direct allocation to the qualified sector participants. For the
non-AFA trawl CV sector, these participants would be sharing the groundfish allocation to the trawl
limited access sector. In those cases were the sideboard exceeds the trawl limited access allocation, the
AFA trawl CV sector could harvest the entire allocation, thus providing no protection for the non-AFA
trawl CV sector. For the Amendment 80 species, this is likely not an issue since the non-AFA trawl CV
sector has very little history in these fisheries during the 1995 to 2005 period (see Table 1-18).

The Council, in June 2006, removed the AFA sideboard restrictions for yellowfin sole when the ITAC is
greater than 125,000 mt. The intent in doing so was to allow AFA sectors the potential to expand their
harvest of yellowfin sole, in periods of diminished availability of pollock. Currently, the AFA trawl CP
sector has a yellowfin sole sideboard limit of 23 percent, while the AFA trawl CV sector has a limit of
6.47 percent. Combined these two sector have a sideboard limit of 29.47 percent of the yellowfin sole
TAC. In periods when ITAC for yellowfin sole exceed 125,000 mt, the trawl limited access fishery will
be allocated yellowfin sole greater than the 29.47 percent sideboard limit. The AFA sideboards would
apply for allocations of yellowfin sole below 125,000 mt ITAC, thus protecting the other participants in
the trawl limited access group.

Rollovers

Alternatives 3 and 4 include a provision that would allow NOAA Fisheries to rollover any portion of the
general limited access fishery allotment to the H&G trawl CP sector that is projected to go unused by a
specific date. This component of the program may help to improve the H&G trawl CP sector’s access to
fish that would otherwise go unharvested. However, there are two aspects of the rollover provision that
could decrease the sector’s benefits relative to a direct allocation early in the year. The first issue is timing
of the fisheries. If under Alternative 3, 63.9 percent of the rock sole TAC is allocated to the general
limited access fishery, it is possible that much of that rock sole TAC will be available for rollover to the
H&G trawl CP sector, given historic rock sole usage by vessels in the trawl limited access group.
However, the rock sole fishery historically has occurred in the late winter months of late January,
February, and early March. These fishing times correspond to when the trawl fishery is opened in the
BSAI, when rock sole roe is usually at its highest quality, and when halibut PSC is still available for the
rock sole/other flatfish/flathead sole complex. Some members of the H&G trawl CP sector begin their
fishing year in the Atka mackerel or Pacific cod fishery. Other members start in the rock sole fishery.
When the roe is at its prime, vessels tend to shift from the other fisheries into the rock sole fishery.
Vessels then exit the rock sole fishery when the roe value declines, the TAC is harvested, or the halibut is
used. If the allocation under Amendment 80 results in small amounts of the TAC being available early in
the year, it is likely that the H&G trawl CP sector’s rock sole allocation will be quickly harvested and it
will be forced to stop fishing earlier than if the allocation was larger. If the other sectors do not harvest
their portion of the TAC and large amount of quota have to be rolled over late in the year, it may be of
less value to the fleet than if it was available earlier.

Halibut PSC release times are also a good indicator of when the fleet places the most value on harvesting
a species. Over 57 percent of the halibut PSC for the rock sole fishery is available for the January 20
through April 1 time period. Smaller releases of halibut PSC are made later in the year. Given that halibut
is often a limiting factor in the rock sole fishery, the amount of halibut each sector is given is important.
Alternative 3 would give the H&G trawl CP sector a smaller share (29 percent) of the TAC than
Alternative 2 (96 percent). Since the halibut allocation under Alternative 3 is based on the percentage of
groundfish they are allocated, their halibut PSC would tend to constrain their rock sole harvest more than
under Alternative 2, where it is based on historic PSC usage. This constraint would be amplified by the
fact that the rollover only covers groundfish species, so no additional halibut PSC would be made
available to the H&G trawl CP sector. Halibut assigned to the cooperative from other fisheries would
have to be used to harvest the rock sole. However, the harvests of other species are likely to face similar
problem.
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Alternative 4 includes a provision that would discount any rollover of halibut PSC to the H&G trawl CP
sector by 5 percent. The 5 percent would not be utilized for that year and would remain in the water.

Species Allocation Management

Under Alternative 2, the allocation of the primary species to the H&G trawl CP sector would be managed
as a hard cap, whereas under Alternative 3 the allocated would be managed as a soft cap. Under
Alternative 4, the allocation of the primary species to the H&G trawl CP sector would be managed as a
hard cap and for the trawl limited access group the fisheries would be managed using an ICA.

Under a hard cap, when a cooperative allocation of a species is fully harvested, all directed fishing for that
species closes for the cooperative, as well as any fisheries that catch the species incidental. Under a
system of hard caps, cooperative members are responsible for staying within their allotments through
internal controls. In general, individual cooperatives are thought to manage their allocations in a manner
that will benefit their membership the most (whether in the directed fishery or as incidental catch in other
fisheries). In comparison, soft caps would provide more flexibility, but soft caps are not meaningful when
applied to cooperative management system. However a soft cap applied to the limited access fishery
would allow participants in that fishery some flexibility. Under this type of management, when the
general limited access fishery has fully harvested its directed fishing allowance of an allocated species,
fisheries in which the limited species is caught incidentally could be left open with the limited species
under PSC status (requiring its discard). This flexibility could be important under Alternative 3 where 67
percent of eligible participants would be needed to form a cooperative. Allocation management of the
general limited access fishery would stay as currently managed (i.e., a soft cap system).

Alternative 4 also includes an ICA provision to ensure that non-Amendment 80 directed fisheries in the
fixed gear sectors and trawl limited access group are not affected by the allocations to the H&G trawl CP
sector. The ICA would be set based on historic incidental harvest of species caught incidentally in other
directed fisheries in recent years. NOAA Fisheries will likely set the ICA liberally (i.e., relatively high) to
ensure that incidental catch of species allocated under this action do not result in closures of other
directed groundfish fisheries. The specific amount of the ICA would vary annually depending on which
fisheries are open for directed fishing, TAC, and recently observed incidental catch rates. Using these
ICAs, the agency would initially manage harvests of these species using the MRA. If catch rates indicate
that an ICA was inadequate to support incidental catch through the year, NOAA Fisheries would employ
its usual management measure of putting a species on prohibited species status to deter incidental catch
and prevent incidental catch from resulting in a premature closure of other directed fisheries.

Yellowfin sole threshold

Under Alternatives 2 and 3, when ITAC exceeds a specific threshold, yellowfin sole will be distributed
differently than under the primary allocation formula. For Alternative 4, the Council elected in June 2006,
not to include the yellowfin sole threshold option, but instead designed a variable apportionment schedule
that would be dependent on the ITAC level. For example, given the 2005 ITAC for yellowfin sole of
77,083 mt, the allocation would have been 93 percent during 2005, or 71,687 mt. The allocation to the
trawl limited access group would have been 7 percent (5,396 mt). If the ITAC increased to 120,000 mt,
the allocation to the H&G trawl CP sector would be 71 percent (82,200 mt), while the allocation to the
trawl limited access group would be 29 percent (34,800 mt). Table 1-26 provides yellowfin sole
allocation amounts for Alternative 4 under different ITAC levels.
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Table 1-26  Yellowfin sole allocation to the H&G trawl CP sector and the trawl limited access group under
different TAC levels for Alternative 4

TAC 100,000 | 110,000 | 120,000 | 130,000 | 140,000 | 150,000 | 160,000
CDQ allocation (10.7%) 10,700 11,770 12,840 13,910 14,980 16,050 17,120
ICA (Assumed 5%) 4,465 4,912 5,358 5,805 6,251 6,698 7,144
2005 ITAC 84,835 | 93,319 | 101,802 | 110,286 | 118,769 | 127,253 | 135,736
Non-threshold Trawl limited

access allocation 5,938 11,665 41,521 46,696 47,205 48,648 43,557
Non-threshold Non-AFA

Trawl CP Sector allocation 78,897 | 81,654 83,478 78,303 77,794 76,352 81,442

The threshold for Alternative 2 is 125,000 mt, whereas for Alternative 3 the threshold is 100,000 mt.
Under Alternative 2, any portion of the ITAC exceeding the 125,000 mt threshold would be allocated in
the following manner: 30 percent to the H&G trawl CP sector and 70 percent to the general limited access
fishery. At or below the 125,000 mt threshold, the ITAC would be allocated as determined from the
primary allocation formula, 88.5 percent to the H&G trawl CP sector and 11.5 percent to the general
limited access fishery. Table 1-27 provides allocation amounts for the H&G trawl CP sector and the trawl
limited access group under different ITAC levels for Alternative 2.

Table 1-27  Yellowfin sole allocation to the H&G trawl CP sector and the trawl limited access fishery to
include threshold allocation under different ITAC levels for Alternative 2

TAC 125,000 | 140,000 | 150,000 | 160,000 | 170,000
CDQ allocation (10.7%) 13,375 14,980 16,050 17,120 18,190
ICA (Assumed 5%) 5,581 6,251 6,698 7,144 7,591
2005 ITAC 106,044 | 118,769 | 127,253 | 135,736 | 144,220
Non-threshold Trawl limited access allocation 12,195 13,658 14,375 14,375 14,375
Non-threshold Non-AFA Trawl CP Sector

allocation 93,849 | 105,111 | 110,624 | 110,624 | 110,624
Threshold allocation to trawl limited access 0 0 1,577 7,515 13,454
Threshold allocation to Non-AFA Trawl CP

sector 0 0 676 3,221 5,766
Total allocation for trawl limited access 12,195 13,658 15,952 21,890 27,829
Total allocation for Non-AFA Trawl CP sector 93,849 | 105,111 | 111,300 | 113,845 | 116,390

Under Alternative 2, the yellowfin sole threshold program could provide the opportunity for the AFA
trawl CP and CV sectors to expand their harvest of yellowfin sole in periods when pollock TAC declines
relative to yellowfin sole, assuming markets conditions remain relatively stable for both fisheries. As
noted in Section 1.11.11, there appears to have been an inverse relationship between pollock and
yellowfin sole TACs during the 1995 to 2003 period. This inverse relationship is in part due to the
influence of the 2 million metric ton cap in the BSAI on groundfish fisheries. Increases in pollock TAC
leaves less room under the 2 million metric cap, and as a result, other BSAI TACs must decrease to
ensure that the total BSAI removals remains under the 2 million mt limit. As a result, species like
yellowfin sole have their ITAC set at levels below those that could be supported by their biomass levels.
During periods where the pollock TAC has declined enough to allow yellowfin sole ITAC to increase
above the threshold, 70 percent of the portion of yellowfin sole ITAC above the threshold will be
allocated to the general limited access fishery, providing an increasing opportunity for participants in the
general limited access fishery to expand their harvest of yellowfin sole. For example, at a yellowfin sole
ITAC of 150,000 mt, the total yellowfin sole allocated to the general limited access fishery is 31,898 mt,
or 21 percent of the ITAC, up from 11.5 percent (or 14,375 mt) at or below the threshold. At an ITAC of
175,000 mt, the total yellowfin sole allocated to the general limited access fishery is 49,398 mt, or 28
percent of the ITAC, again up from 11.5 percent at or below the threshold.

124 Secretarial Review Draft April 20, 2007



BSAI Groundfish Amendment 80 Description of the Alternatives

For Alternative 3, any portion of ITAC exceeding the 100,000 mt threshold would be allocated as the
following: 70 percent to the H&G trawl CP sector and 30 percent to the general limited access fishery.
The yellowfin sole ITAC up to the threshold would be allocated as 52 percent to the H&G trawl CP sector
and 48 percent to the general limited access fishery. Table 1-28 provides allocation amounts of yellowfin
sole under different ITAC levels for Alternative 3.

Table 1-28  Yellowfin sole allocation to the H&G trawl CP sector and the trawl limited access fishery to
include threshold allocations under different ITAC levels for Alternative 3.

TAC 100,000 | 110,000 | 120,000 | 130,000 | 140,000
CDQ allocation (10.7%) 10,700 11,770 12,840 13,910 14,980
ICA (Assumed 5%) 4,465 4,912 5,358 5,805 6,251
2005 ITAC 84,835 | 93,319 | 101,802 | 110,286 | 118,769
Non-threshold Trawl limited access allocation 34,104 37,514 50,250 50,250 50,250
Non-threshold Non-AFA Trawl CP Sector

allocation 50,731 55,804 74,749 | 74,749 74,749
Threshold allocation to trawl limited access 0 0 541 3,086 5,631
Threshold allocation to Non-AFA Trawl CP

sector 0 0 1,261 7,200 13,138
Total allocation for trawl limited access 34,104 37,514 50,790 53,335 55,880
Total allocation for Non-AFA Trawl CP sector 50,731 55,804 76,011 81,949 87,888

Given the allocation of yellowfin sole to the trawl limited access group is 42.1 percent, the threshold
program developed in Alternative 3 does not provide the same level of opportunity for the expansion of
harvest by the AFA CV and CP sectors compared to Alternative 2. As noted above, only 30 percent of the
yellowfin sole ITAC above the threshold is distributed to the AFA CV and CP sectors. Compared to the
allocation of yellowfin sole below the threshold (48 percent), the distribution of yellowfin sole to the
AFA CP and CV sectors above the threshold diminishes as yellowfin sole TAC increases. As depicted in
Table 1-28 and Table 1-29, overall, the allocation of yellowfin sole to the trawl limited access fishery
under Alternative 3 would be larger than the allocation under Alternative 2.

Under Alternatives 2 and 3 there would be no yellowfin sole sideboards for the AFA CP and CV sectors
for yellowfin sole distributions associated with the threshold program. This would allow the AFA CP and
CV sectors to expand their harvest of yellowfin sole during periods of low pollock TAC.

Constraining the success of a threshold program is the lack of halibut PSC allocations associated with the
yellowfin sole threshold distribution. Neither alternative allows reallocating halibut PSC to accommodate
threshold distributions, so both the H&G trawl CP sector and the AFA CP and CV sectors would have to
rely on their initial allowance of halibut PSC. In general, there is a potential that both groups may not
have enough halibut PSC to harvest the entire threshold distribution of yellowfin sole.

Alternatives 2 and 3 include a rollover provision for unharvested threshold yellowfin sole from the trawl
limited access fishery to the H&G trawl CP sector. The Regional Administrator would reallocate any
projected unharvested allocation of yellowfin sole in the general limited access fishery to the H&G trawl
CP sector. The reallocation of the quota to the H&G trawl CP sector would be apportioned based on the
division of the sectors allocation of the primary species. Reducing the value of the rollover option is the
absence of additional halibut PSC. Trawl sectors will have to rely on their initial allocation of halibut PSC
to harvest any rollover portions.

CDQ allocation

Under Alternatives 2 and 4, the CDQ Program would be allocated 10 percent of the annual TAC for each
primary target species. The program also would receive 10 percent of the TAC for the incidental catch
species (with the exception of Pacific cod) taken in these target species. These allocations would be
removed from TACs prior to any allocations that are made to other industry sectors. An increase to 10
percent would allocate an additional 2.5 percent of annual TACs to the CDQ Program. Increasing the
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percentage allocation of primary target species would provide the CDQ Program access to an additional
portion of the BSAI flatfish fishery, which could increase program revenues to the benefit of CDQ
communities. Increasing the percentage allocations of incidental catch species would help ensure that
CDQ groups did not fully harvest available incidental catch species quotas before they had fully harvested
their primary target species. Neither pollock nor squid CDQ percentage allocations would be increased,
for reasons explained under Component 2. The CDQ percentage allocations of prohibited species would
be increased to 10 percent, which is proportional to the allocations for primary species. Chinook salmon
and herring PSQ percentage allocations would not be increased, as described under Component 5. For
halibut PSQ, the allocation would remain at 7.5 percent during the first two years of the Amendment 80
program. During the third year of the program, halibut PSQ would increase 50 mt. The halibut PSQ
increase is funded from a scheduled 50 mt halibut PSQ reduction for the H&G trawl CP sector.

Alternative 3 would allocate 15 percent of the annual TAC for each primary target species to the CDQ
Program, along with 15 percent of the annual TACs for the incidental catch species (except for Pacific
cod) caught with primary species. These allocations would be removed from TACs prior to any
allocations that are made to other industry sectors. This increase is double the existing CDQ percentage
allocations of 7.5 percent. Increasing the percentage allocation of primary target species would provide
the CDQ Program access to an additional portion of the fisheries prosecuted by non-AFA trawl
catcher/processors. This, in turn, could increase program revenues to the benefit of CDQ communities.
Increasing the percentage allocations of incidental catch species would help ensure that CDQ groups did
not fully harvest available incidental catch species quotas before they had fully harvested their primary
target species. Neither pollock nor squid CDQ percentage allocations would be increased, for reasons
explained under Component 2. The CDQ Program percentage allocations of prohibited species would be
increased to 15 percent, which is proportional to the percentage chosen for primary species. Chinook
salmon and herring PSQ percentage allocations would not be increased, as described under Component 5.

The Coast Guard and Maritime Transportation Act of 2006 (Public Law 109-241) was signed into law on
July 11, 2006. This is after the Council selected a final preferred alternative for Amendment 80 in June
2006. A portion of the Coast Guard Act amends Section 305(i) of the MSA, which pertains to the CDQ
Program. The MSA amendments include a change to make allocations to the CDQ Program as directed
fishing allowances of 10 percent upon the establishment of fishing cooperatives or sector allocations.
Current management practices for fisheries managed with directed fishing allowances include
establishing an incidental catch allowance (ICA) to account for the catch of a given species in other
directed fisheries.

Subsequent to passage of the Coast Guard Act, the Magnuson-Stevens Act was reauthorized on January
12, 2007 (Public Law 109-479), and included several more changes to Section 305(i). In general, these
amendments replaced a portion of the Coast Guard Act language. Relevant to this action, the Magnuson-
Stevens Act now establishes a total allocation of 10.7 percent (directed and nontarget combined) for each
directed fishery of the BSAI (other than a fishery for halibut, sablefish, pollock, and crab), to be effective
January 1, 2008 (Section 305(i)(1)(B)(ii)(I)). Each total allocation may not be exceeded. The regulatory
and FMP amendments necessary to implement this change are thus included in this amendment package,
in order for the Council’s proposal for Amendment 80 to be consistent with the Magnuson-Stevens Act.
Further FMP and regulatory amendments resulting from the Magnuson-Stevens Act revisions are
undergoing analysis and legal interpretation by NOAA GC.

PSC allocation

Under Alternative 2, the PSC allowance to the H&G trawl CP sector would be based on the usage of PSC
in all fisheries by the H&G trawl CP sector from 1998 to 2002, while operating in BSAI. Table 1-29
provides the percent of the PSC allocation under Alternative 2 by individual PSC species. The halibut
PSC apportioned to the H&G trawl CP sector under this alternative would be 77 percent with the
remaining 23 percent apportioned to the trawl limited access fishery. Applying these percentages to the
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3,400 mt trawl halibut apportionment would result in 2,633 mt for the H&G trawl CP sector and 767 mt
of halibut to the trawl limited access fishery. The disadvantage of this approach is that the PSC amounts
are fixed in perpetuity. This reduces the flexibility that may be necessary for both groups to harvest their
allocations in the future if TACs change significantly. The PSC allocation to the H&G trawl CP sector
would likely be sufficient to harvest its entire allocation of the groundfish. Although it cannot be
determined with any certainty, the remaining halibut PSC for all other trawlers could be insufficient to
harvest the allocation of groundfish to the general limited access fishery, if, for example, pollock effort
were to decline and Pacific cod effort were to increase.

Table 1-29 PSC allocations based on PSC usage by the H&G trawl CP sector from 1998 to 2002
PSC Species verage of annual percents
Halibut 77.43%
Red king crab 90.37%
C. opilio 94.37%
Zone 1 C. bairdi 90.41%
Zone 2 C. bairdi 94.56%

Source: Amendment 80 database. At this time, only data for 2003 were available for halibut.

The PSC allowance to the H&G trawl CP sector under Alternative 3 would be based on the proportion of
the Amendment 80 species allocated to the H&G trawl CP sector plus Pacific cod. These allocation
percentages would be adjusted based on the historical PSC usage in the fisheries of the allocated species
plus Pacific cod for all trawl participants in those fisheries. Table 1-30 provides the PSC allocation under
Alternative 3 by the individual PSC species. Applying these percentages to the 3,400 mt trawl halibut
apportionment would result in 1,383 mt for the H&G trawl CP sector and 2017 mt of halibut to the trawl
limited access fishery. Alternative 3 also includes a reduction in the calculated PSC apportionments to the
H&G trawl CP sector by an additional 5 percent. Reducing the 1,383 mt by 5 percent would result in the
H&G trawl CP sector receiving a 1,314 mt halibut limit for use in directed fishing, while the remaining
69 mt of halibut PSC would stay in the water. The PSC allocation percentages under this alternative
would result in an allocation to the H&G trawl CP sector that would be insufficient for harvesting their
entire allocation of the target species, if the sector cannot reduce its PSC catch rates substantially from
current levels. In contrast, the remaining portion of halibut PSC reserved for all other trawlers would be
more than sufficient to harvest the remaining portion of unallocated groundfish.

Table 1-30 PSC allocations based on percentages from allocated Amendment 80 species multiplied by
the total trawl PSC usage from 1995 to 2002

PSC Species Percent of PSC usage using
average of annual percents
Halibut 40.69%
Red king crab 34.98%
C. opilio 44.51%
Zone 1 C. bairdi 31.94%
Zone 2 C. bairdi 47.22%

Source: Amendment 80 database. At this time, only data for 2003 were available for halibut.

Under Alternative 4, the allocation of halibut PSC to the H&G trawl CP sector in the first year would be
2,525 mt, with a 50 mt reduction during the second, third, fourth, and fifth year after program
implementation. In the sixth and subsequent years, the allocation would be 2,325 mt. The allocation of
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halibut PSC to the trawl limited access group would be 875 mt. Table 1-31 provides halibut PSQ
allocations to the H&G trawl CP sector and the trawl limited access group for the first six years of the
program. The table also provides halibut PSQ savings during the same period. Like Alternatives 2 and 3,
there is the disadvantage that the PSC amounts are fixed in perpetuity. This reduces the flexibility that
may be necessary for both groups to harvest their allocations in the future if TACs change significantly.
Another disadvantage of this approach is the allocation does not adjust to changes in yellowfin sole
allocation between the H&G trawl CP sector and trawl limited access sector. Any increase in the
yellowfin sole ITAC will result in higher allocations of yellowfin sole to the trawl limited access group,
but the group would still be limited to the 875 mt halibut PSC initially allocated.

Table 1-31  Halibut PSC allocation to the H&G trawl CP sector and trawl limited access group and halibut

PSC savings under Alternative 4 during the first six years.

Year 1 Year 2 Year 3* Year 4 Year 5 Year 6
H&G trawl CP sector 2,525 2,475 2,425 2,375 2,325 2,325
Trawl limited access group 825 825 825 825 825 825
Halibut PSC Savings 0 50 50 100 150 150

During the year 3, the 50 mt PSC reduction for the H&G trawl CP sector would
be allocated to CDQ program

The halibut PSC sideboard limits for AFA trawl CP and CV sectors would be fixed at the AFA halibut
PSC mortality limit for the 2006/2007 seasons. Table 1-32 provides details on these halibut PSC amounts.
For the AFA CV sector, currently halibut PSC mortality caps are computed as a percentage of the various
target fishery amounts (based on historic target fishery harvests by AFA catcher vessels), while the AFA
CP sector halibut PSCs are computed as a percent of all target fisheries combined. The distribution and
magnitude of the halibut PSC allocation to the trawl limited access fisheries, however, can be expected to
change under Amendment 80. Allocations of both target species and halibut PSC for the trawl limited
access fishery will be reduced, because of the allocations to the H&G trawl CP sector. Since the H&G
trawl CP sector (a portion of the trawl fleet intended to be protected by sideboards) receives exclusive
allocations prior to apportionments of the PSC among target fisheries and the application of the percents,
continuing to compute the halibut PSC allotments using the existing process would sharply reduce the
halibut PSC amounts. To rectify this issue, the Council elected to fix the AFA halibut PSC mortality
amounts, in metric tons, at the level listed in the 2006/2007 NMFS reports. Based on the calculations, it
appears the sideboard for halibut PSC would be ineffectual since the sideboard is greater than the
allocation to the trawl limited access group. The primary reason for the ineffectiveness of the sideboard
limit under this proposed action is due to the H&G trawl CP sector receiving an allocation of halibut PSC.
One of the primary purposes of the AFA sideboards was to prevent the AFA sectors from expanding
beyond their historic halibut PSC usage and potentially harming the non-AFA trawl sectors. The amount
of halibut PSC mortality in 2005 for the AFA trawl CV sector was 550 mt, while for the non-AFA trawl
CV sector it was 45 mt.
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Table 1-32 AFA CP and CV halibut mortality amounts (mt) for 2006 and 2007

Description of the Alternatives

AFA Catcher Processor Sector
PSC (mt)
Halibut mortality 286
AFA Catcher Vessel Sector
Target Fishery Category PSC mortality (mt)

Pacific cod trawl 887
Yellowfin sole

January 20-April 1 30

April 1-May 21 22

May 21-July 5 6

July 5-December 31 43
Rock sole/flathead sole/other flatfish

January 20-April 1 127

April 1-July 5 47

July 5-December 31 47
Turbot/Arrowtooth/Sablefish 0
Rockfish (July 1-December 31) 2
Pollock/Atka mackerel/other species 5

Source: 2006 and 2007 NMFS Final Specifications

For crab PSC under Alternative 4, the Council selected percentages based on the historic usage of crab
PSC in all groundfish fisheries from 2000-2002, for red king crab and from 1995-2002, for opilio and
bairdi. Below are the crab PSC limits selected by the Council under this alternative for the H&G trawl CP
sector:

Red king crab 62.48%
C. opilio 61.44%
Zone 1 C. bairdi 52.64%
Zone 2 C. bairdi 29.59%

Like halibut, the crab PSC limit to the H&G trawl CP sector would be reduced to 80 percent of the initial
allocation. This reduction would be phased in gradually at 5 percent per year starting in the second year of
the program for a total of four years.

Under each of the alternatives, PSC allowance would be allocated to the H&G trawl CP sector for use
while targeting their allocation of groundfish and any other non-allocated BSAI groundfish. PSC
allowance allocated to the sector will be further divided between the cooperatives and the non-cooperative
pool.

Crab PSC Allocation to Trawl Limited Access Group

Alternative 4 provides for an allocation of crab PSC to the trawl limited access sectors equal to the sum of
the AFA CP and CV sideboards. So, to determine the allocation to the trawl limited access sectors one
must determine the AFA CP sideboard amount and the AFA CV sideboard amount. Crab PSC sideboards
for the AFA CP sector are a percentage of the overall available trawl PSC. This amount is calculated
annually by multiplying the sideboard percentage for a species by the available trawl PSC of that species.
This computation can be continued in the future to determine the contribution of the AFA CP sideboard to
the trawl limited access PSC allocation. Table 1-33 provides AFA CP sideboard percentages and
sideboard amounts for 2006 and 2007.
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Table 1-33 2006 and 2007 BSAI American Fisheries Act Listed Catcher/Processor Prohibited Species
sideboard limits

19951997 fgg}? 3&% 2006 and
PSC spacies Ratio of available to fﬁg&?;
PSC catch | Total PSC PSC catch fraw! imit
to total PSC vessals

Halibut mortality . a55 11,325 0.084 3,400 286
Red king crab .. 3,008 473,750 0.007 182,225 1,276
C. opiio® . 2323, 15139178 0153 5,320,548 815,41
C. bairdf .. n'a n'a nfa néa nfa
Zong 12 385,078 2,750,000 0.140 Q06,500 126,910
Zong 22 406G, 860 8,100,000 0.050 2,747,250 137,262

1Halibut amounts are in matric tons of halibut mortality. Crab amounts are in numbears of animals.
2 Refar to §6792.2 for definiions of areas.

Unlike the AFA CP sideboards, the AFA CV sideboards are calculated at the target species level, with
separate PSC sideboard amounts for each target species category. The sideboards were developed based
on target species categories, in part, because PSC usage levels were (and are) unavailable for the AFA CV
sector. Instead of using PSC usage to develop the sideboards, sideboards are based on historic retained
catch of the targeted species. So, for each target fishery, the PSC sideboard percentage is the share of
retained catch made by the AFA CV from 1995 through 1997. Annually, the sideboard amount is
determined by multiplying the sideboard percentage for a target fishery category by the PSC limit
apportioned to the target fishery category in the specification process. Table 1-34 shows the calculated
AFA CV sideboards, by the target species category, for 2006 and 2007.

Table 1-34 2006 and 2007 American Fisheries Act Catcher Vessel Species Catch Sideboard Limits for the

BSAI'
Ratio of
e
: 2006 and
PSS species Target fishery category 2 gegg'gatg 2007 PSC \.reggg:th?éC
total lirnit aideboward
retained lirn it
catch
Halibut e, | Pacific cod trewel . DE183 1,434 aaT
Pacific cod hook-and-line or p-crt .oz i 2
Yellowdin sale ... nia n'a na
Januarny 20—Apr|l 1 01144 22 30
April 1—Menyr 2 D1144 195 =2
May 21— -..Iuh.r1 01144 40 &
July 1-Decamber 31 .. 01144 280 43
Rock solefathead solsiother flatfizh nia n'a na
Jdanuary 20—April 1 D.2adq 443 127
April 1=duly 1 Lo 02849 154 47
July 1-December 1 . D.2adq 1687 a7
Turbot Arrowiocth/Sabl 0.2227 0 0
Roclkdizh (July 1 Decembsr 31) 0.0245 (=] 2
Pallock'Atka msckeraliother apemas 0227 232 .
Red KlrgCrab vrnnnsnnnananas | Pacificcod Lo . 06183 26, 53 16,424
Zone 139 Laaiennnnoen | Yellowdin sole L 01144 3243 2872
Rock soleflathead aole. Uthar ﬂem‘msh 5. D.2adq 129, 443 feE B Lo
Pallock'Atka msckeraliother apemas 0227 Al

S apilio L | Pacific cod D.E183 184, 402 114,046
COBLE? v | Yellowfin sole ... 01144 4,103,752 450 45D
Rock solaflathead so her flatf D.2adq 210,10 230147

Follock/Atka mackeraliother apsciss . D.0227 108,504 2,
Rockdish . 0.0245 B2 388 1,528
Turbot ArrcwtocthiSablefish 0.2227 52,255 14,540
Cbalral e, | Pacific eod DE183 123,112 113,212
Zon=13 v | Yellowfin sole . 01144 S0, 244 38,003

Rock soleflathead solsfother flatfish 5 . D284 3G5,320 .

Follock/Atka mackeraliother apsciss . D.0227 17,224

O obalral i | Pacific eod D.E183 324,476 200,438
Zon= 23 v | Yellowdin sale . 01144 1,782 450 20, S0
Rock solefathead so her flatfish D.2a4q S 154 169 257
PollockiAtka mackeraliother apemana 0.0227 27 473 624
Rockdish . 00245 10,988 2e0

1 Halibut amounts ars in metric tona of hallbut mortality. rits are in numbers of anirala,
2Tal fizhery categories are d=fined in regulstion at §-ET-'Q 2‘IiE~|E:3]m-'|
3F| r o §E79.2 for definitions of arsas,
4In De-::amhar 20085, the Council recommended that red king crab byzatch for trawel fisheries within the RKCSS be limited to 35 percent of the
total allacation to the rock solefflathead sole/other flatfish” fishery category (see §679.21 (=) (3))(B)).

EvOther flatfish” for PSC monitoring includes all flatfish species, sxcept for halibwt (a prohibited species), Greenland turbot, reck acke, yellowfin
sale, armowtooth flourder.

Since the current sideboard calculation is dependent on the distribution of trawl PSC among the target
fisheries, the sideboard cannot be calculated until those amounts are determined in the specification
process (i.e., the sideboard calculation requires the output of the specification process). The specification
process, however, requires the amount of available limited access trawl PSC as an input, prior to
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determining that distribution. In other words, for the specification process to function effectively, the
amount of available crab PSC must be known, as that process distributes PSC among fisheries based on
their PSC demands.* The crab PSC allocation to the trawl limited access fishery, however, depends, in
part, on the AFA CV sideboard amount (i.e., the specification process requires the output of the sideboard
calculation). Since the AFA catcher vessel sideboard calculation requires the output of the specification
process and the specification process requires the output of the sideboard calculation, an alternative
approach is needed. Alternatively, the AFA CV sideboard contribution to the trawl limited access fishery
can be determined based on the percentage of the total trawl PSC limit available to AFA CV historically
under their sideboards. This amount is calculated as the sum of the AFA catcher vessel PSC sideboard
across all target fisheries, divided by the total trawl PSC limit. This approach is more desirable due to the
elimination of unnecessary sideboard calculations at the target fishery category level and the increase
flexibility the sector would enjoy. Table 1-35 shows the average crab PSC available to AFA CV and CP
sectors during the years used for calculating the allocations to the non-AFA trawl Catcher Processor
sector (i.e., 2000-2002 for red king crab and 1995-2002 for the other crab species’). Table 1-36 provides a
comprehensive view of the allocations of crab PSC under Amendment 80, the percent of crab PSC
available to the trawl limited access fishery (i.e., the sum of the AFA CP and AFA CV sideboard
percentages), the percent of crab PSC available to the H&G trawl CP sector during the first five years of
the program, and the percent of trawl crab PSC that would be unavailable in the first five years of the
program, as a result of the limited allocations under Amendment 80.

4 The allocation to the H&G trawl CP sector will occur prior to the division of the trawl limited access PSC among target
fisheries in the specification process. The removal of crab PSC for the H&G trawl CP sector changes the basis on which the
sideboard amount is computed, which in some cases would substantially reduce the sideboard amount.

3 PSC limits for C. opilio were initiated starting in 1999.
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Table 1-35 Average crab PSC limit and percent of trawl allowance for AFA CP and AFA CV sectors
during years used for calculating the allocations to the H&G trawl CP sector
CV (summed CV +CP
Year CP (sideboard) sideboard) Sideboard Trawl Allowance
Red King Crab
2002 628 26,139 26,767 89,725
2001 628 26,988 27,616 89,725
2000 628 20,537 21,165 67,111
Total 1,726 73,664 75,548 246,561
Percent of Trawl
Allowance 0.70% 29.88% 30.64%
Opilio
2002 615,634 605,010 1,220,644 4,023,750
2001 615,634 798,844 1,414,478 4,023,750
2000 615,634 664,788 1,280,422 4,023,750
1999 636,863 665,053 1,301,916 4,162,500
Total 2,483,765 2,733,695 5,217,460 16,233,750
Percent of Trawl
Allowance 15.30% 16.84% 32.14%
Zone 1 Bairdi
2002 126,910 256,389 383,299 906,500
2001 94,535 190,983 285,518 675,250
2000 107,485 219,285 326,770 771,441
1999 97,125 196,095 293,220 693,750
1998 97,125 184,167 281,292 693,750
1997 140,000 265,466 405,466 1,000,000
1996 140,000 609,878 749,878 1,000,000
1995 140,000 301,508 441,508 1,000,000
Total 943,180 2,223,770 3,166,950 6,740,691
Percent of Trawl
Allowance 13.99% 32.99% 46.98%
Zone 2 Bairdi
2002 137,363 575,298 712,661 2,747,250
2001 95,738 400,966 496,704 1,914,750
2000 116,550 489,838 606,388 2,324,259
1999 86,858 363,730 450,588 1,737,150
1998 97,125 328,703 425,828 1,942,500
1997 150,000 507,650 657,650 3,000,000
1996 150,000 496,589 646,589 3,000,000
1995 150,000 496,017 646,017 3,000,000
Total 983,634 3,658,792 4,642,425 19,665,909
Percent of Trawl
Allowance 5.00% 18.60% 23.61%
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Table 1-36  Crab PSC apportionment rate and amounts using 2005 PSC limits for the H&G trawl CP sector
and the trawl limited access group during the first five years

Apportionment Percent to Sector and Staying In Water Apportionment Amount Using 2005 PSC Limits
Remaining % of

Non-AFA Trawl | Trawl Limited Crab Staying in  |Non-AFA Trawl| Trawl Limited | Remaining Crab

PSC Species CP Sector Access Water CP Sector Access Staying in Water

Red King Crab 62.68% 30.58% 6.74% 114,219 55,724 12,282

Year 1 Opilio 61.44% 32.14% 6.42% 3,274,474 1,712,917 342,157
Zone 1 Bairdi 52.64% 46.90% 0.46% 477,182 425,149 4,170

Zone 2 Bairdi 29.59% 23.60% 46.81% 812,911 648,351 1,285,988

Red King Crab 59.55% 30.58% 9.87% 108,515 55,724 17,986

Year 2 Opilio 58.37% 32.14% 9.49% 3,110,857 1,712,917 505,774
Zone 1 Bairdi 50.01% 46.90% 3.09% 453,341 425,149 28,011

Zone 2 Bairdi 28.11% 23.60% 48.29% 772,252 648,351 1,326,647

Red King Crab 56.41% 30.58% 13.01% 102,793 55,724 23,707

Year 3 Opilio 55.30% 32.14% 12.56% 2,947,240 1,712,917 669,391
Zone 1 Bairdi 47.38% 46.90% 5.72% 429,500 425,149 51,852

Zone 2 Bairdi 26.63% 23.60% 49.77% 731,593 648,351 1,367,306

Red King Crab 53.28% 30.58% 16.14% 97,089 55,724 29,411

Year 4 Opilio 52.22% 32.14% 15.64% 2,783,090 1,712,917 833,541
Zone 1 Bairdi 44.74% 46.90% 8.36% 405,568 425,149 75,783

Zone 2 Bairdi 25.15% 23.60% 51.25% 690,933 648,351 1,407,966

Red King Crab 50.14% 30.58% 19.28% 91,368 55,724 35,133

Year 5 Opilio 49.15% 32.14% 18.71% 2,619,473 1,712,917 997,158
Zone 1 Bairdi 42.11% 46.90% 10.99% 381,727 425,149 99,624

Zone 2 Bairdi 23.67% 23.60% 52.73% 650,274 648,351 1,448,625

AFA sideboards

Since the allocations under Amendment 80 are derived from the AFA sideboards, the two AFA sectors
could be effectively sideboarded, using their respective contributions to the limited access allocation. As
noted earlier, the AFA CP sideboard contribution is derived using the current method of calculating
sideboard amounts. Since the AFA CV sideboard contribution to the trawl limited access allocation uses a
method that differs from the current sideboard calculation, it is worth considering whether that sector’s
sideboards should be determined using a calculation similar to the current calculation (or by simply
relying on the sector’s contribution to the trawl limited allocation).

As noted above, the AFA CV crab PSC sideboards are computed as percentages of the various target
fishery crab PSC amounts (based on historic target fishery harvests by AFA CV sector). The distribution
and magnitude of PSC allocations to the trawl limited access fisheries, however, can be expected to
change under Amendment 80. Allocations of both target species and PSC for the trawl limited access
fishery will be reduced substantially, because of the allocations to the H&G trawl CP sector. Since the
H&G trawl CP sector (a portion of the trawl fleet intended to be protected by the sideboards) receives
exclusive allocations prior to apportionment of the PSC among target fisheries and the application of the
sideboard percents, continuing to compute the sideboards using the existing process would sharply reduce
the sideboard amounts.

A simple way to address the change in allocations is to base the sideboards on the sectors contribution to
the trawl limited access TAC. This approach was noted in the previous section. Another approach is to
remove the allocation to the H&G trawl CP sector from the sideboard calculation. Since the fishery PSC
amounts are based on target allocations, removal of the H&G trawl CP sector’s share of the target would
remove the effect of that allocation. For example, the H&G trawl CP sector receives 35.45 percent of the
trawl Pacific cod allocation, leaving 64.55 percent of the trawl allocation for the limited access fishery. If
AFA catcher vessels are limited to 61.83 percent of the total trawl allocation, under the sideboard, that
sector would be sideboarded at 95.79 percent of the available PSC in the Pacific cod limited access
fishery. In another example, the allocation of yellowfin sole to the H&G trawl CP sector and the trawl
limited access fisheries are dependent upon the ITAC. Assuming an ITAC below 87,500 mt, the H&G
trawl CP sector receives 93 percent of the yellowfin sole, leaving 7 percent for the trawl limited access
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fishery. The AFA CV sector sideboard is 11.44 percent of the total trawl allocation, which would result in
a sideboard limit higher than the allocation. This approach, however, cannot be cleanly applied to all
fisheries, since some sideboard limits would exceed the total allocation to the trawl limited access fishery.
In addition, this approach is difficult, given that some of the target species are not allocated (such as
flathead sole and other flatfish). For example, 100 percent of flathead sole and rock sole would be
allocated to the H&G trawl CP sector, leaving no allocation for directed fishing for the trawl limited
access fishery. In addition, ‘other’ flatfish, ‘other’ species, turbot, arrowtooth, and sablefish are not
apportioned between the H&G trawl CP sector and the trawl limited access fishery. Finally, sideboards
are a limit, not an allocation. Given that this approach is problematic, the recommended alternative would
be to base AFA CV and CP sideboards on the contribution these sectors provide to the trawl limited
access TAC (Table 1-37). Table 1-38 provides crab PSC apportionment limits to the trawl limited access
group and the AFA trawl CP and CV crab PSC sideboard limits using 2005 crab PSC limits.

Table 1-37 AFA CP and CV crab PSC limits

PSC Crab Species AFA trawl CP AFA trawl CV
Red king crab 0.70% 29.90%
C. opilio 15.30% 16.80%
Zone 1 C. bairdi 14.00% 33.00%
Zone 2 C. bairdi 5.00% 18.60%

Table 1-38  Allocation of crab PSC under Alternative 4

Red King Crab C. opilio Zone 1 C. bairdi Zone 2 C. bairdi
2005 crab PSC
Limit 182,225 4,494,569 906,500 2,747,250
CDQ allocation
(10.7%) 19,498 480,919 96,996 293,956
Remaining 2005
crab PSC limit 162,727 4,013,650 809,505 2,453,294
Trawl limited access
allocation 49,762 1,227,374 247,546 750,217
Non-AFA Trawl CP
sector allocation 101,672 2,507,729 505,778 1,532,818
AFA CV sideboard 48,623 1,199,279 241,880 733,044
AFA CP sideboard 114 2,810 567 1,717

Based on the calculations, it appears the sideboards would be ineffectual since the sideboard limits are
nearly equal to the crab PSC limit for the trawl limited access group. For example, the red king crab PSC
limit for the trawl limited access using 2005 specification limits is 49,762 animals, while the AFA CV
sideboard is 48,623 animals for a difference of 1,139 animals. One reason AFA CV sideboard limits are
nearly equal to the trawl limited access crab PSC limits is due to the reduced crab PSC available for the
trawl limited access group and the allocation of crab PSC to the H&G sector. As the crab PSC limit is
reduced and divided into smaller amounts to accommodate sector allocations, sideboard limits, which are
often based on aggregate usage of crab PSC of two or more sectors, become ineffectual. The effect of a
non-restrictive AFA crab sideboard limit is the non-AFA trawl participants in the trawl limited access
group are no longer protected from AFA vessels exceeding their historical usage of crab PSC. As Table
1-39 demonstrates, the non-AFA trawl CV sector rountinely catch small amounts of crab PSC. Although
the amount of crab usage by the non-AFA trawl CV sector is small relative to the sideboard limits, there
exists a remote possibility that the AFA CV sector could exhaust their sideboard limit leaving very little
crab PSC for other members of the trawl limited access sector. Although this is not expected to be the
case in the immediate future based on recent historical usage (Table 1-40), one potential scenario that
could lead to increased usage of crab PSC is an increase in effort in the yellowfin sole fishery. If pollock
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stocks decline and/or pollock prices weaken relative to yellowfin sole prices, AFA trawl CV sector would
likely focus more effort in the yellowfin sole fishery. Under these conditions, there is the potential the
AFA trawl CV sector could exhaust their sideboard limit.

Table 1-39 Crab PSC usage by non-AFA trawl CV sector from 2003 to 2005

Year Red king crab C. opilio Zone 1 C. bairdi Zone 2 C. bairdi

2003 4,224 6,918 11,801 22,753
2004 580 4,361 7,780 20,090
2005 1,460 5,303 19,797 14,049

Source: Amendment 80 database

Table 1-40 Crab PSC usage by AFA trawl CV sector from 2003 to 2005

Red king crab C. opilio Zone 1 C. bairdi Zone 2 C. bairdi
2003 36 2,963 10,201 10,466
2004 19 2,458 6,889 11,518
2005 2,029 2,832 14,446 6,537

Source: Amendment 80 database
Sector eligibility

In November 2004, Congress passed the FY 2005 Appropriations Act, which contained a BSAI Catcher
Processor Capacity Reduction Program. The program limits access to the non-pollock groundfish
fisheries defined by the Act as the Atka mackerel, flathead sole, Pacific cod, Pacific Ocean perch, rock
sole, turbot, or yellowfin sole fisheries in the BSAI. Program language defines the H&G trawl CP (i.e.,
Non-AFA Trawl CP) subsector as the owner of each trawl catcher processors—

(A) that is not an AFA trawl catcher processor;

(B) to whom a valid LLP license that is endorsed for Bering Sea or Aleutian Islands trawl catcher
processor fishing activity has been issued; and

© that the Secretary determines has harvested with trawl gear and processed not less than a total
of 150 metric tons of non-pollock groundfish during the period January 1, 1997 through
December 31, 2002.

Based on the above language, an estimated 28 vessels appear to qualify for this H&G trawl CP sector for
Alternatives 2, 3 and 4. Four vessels with trawl CP licenses failed to harvest the required 150 mt of BSAI
groundfish with trawl gear and process that catch between 1997 and 2002, so do not qualify.

Under each of the alternatives, the vessel’s qualifying catch history would be credited to the vessel. This
provision would credit the eligible vessel with its own history for the first license assigned to the vessel.
In addition, an individual that stacked additional licenses from qualified vessels on the vessel would also
receive that history for purposes of determining catch history in apportionment within the H&G trawl CP
sector. In the event of the actual total loss or constructive total loss of a vessel, or permanent inability of a
vessel to be used in the program, the vessel owner may transfer the catch history that was credited to that
vessel to the LLP license that was originally issued for that vessel. Since the BSAI non-pollock
groundfish catcher processor buyback legislation is vessel based, allowing the catch history of sunk or
lost vessel to be transferred to the license that arose from that vessel would allow the catch history to stay
in the fishery and be used on another eligible vessel, rather than be extinguish.

Cooperative formation

Under Alternative 2, 15 percent of the eligible vessels in the sector would be needed to form a
cooperative. In addition, at least three unique entities are required for cooperative formation.
Determination of an entity would be based on the 10 percent AFA rule, which states that a 10 percent
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ownership in a vessel constitutes an entity for purpose of cooperative formation®. Since under Alternative
2 there are likely to be 28 eligible vessels, at least four vessels would be needed to form a cooperative,
assuming among these four there are at least “three unique entities” (i.e., using the 10% rule, there must
be no interlocking ownership or other ownership affiliations among or between at least three of the four
vessels). If each of the cooperatives met the ownership threshold and had the minimum required four
qualified vessels, seven cooperatives could be formed in the H&G trawl CP sector. Under Alternative 4,
30 percent of eligible vessels would be needed to form a cooperative, which equates to a minimum of
eight vessels (assuming all the other criteria, just cited, are met).

These two alternatives do not preclude a cooperative from having more than the required minimum
number. This provision should help to ensure that each vessel is given the opportunity to join a
cooperative. Participants who elect not to join a cooperative would participate outside a cooperative, but
within the sector’s limited access fishery.

As the number of cooperatives increase, the complexity of monitoring requirements by NOAA Fisheries
also increases. Unlike AFA cooperatives, where only pollock is allocated, Amendment 80 will allocate
several species, which must be monitored. Sideboards will also add to management and monitoring
burdens. If multiple cooperatives form, multiple accounts will exist for each allocated species and a
system of monitoring transfers must be developed. The system of transfers must ensure liability for
harvests in excess of allocations. If NOAA Fisheries bears full responsibility for monitoring catch on a
vessel basis within each cooperative, performing transfers of quota between cooperatives, and notifying
enforcement if quotas have been exceeded, it is likely there would be a need for increased agency
staffing. Alternatively, Bering Sea pollock cooperatives developed under the AFA have developed an
inter-cooperative agreement, under which a large portion of the administrative and monitoring obligations
are taken on by the industry, with agency oversight. A similar system could be developed for the H&G
trawl CP sector to ameliorate the agency management and monitoring burden, but the multispecies
allocations would be more complicated for sector management than Bering Sea pollock allocations.
Regardless of whether a portion of the management and monitoring burden may be transferred to
participants in the sector, multiple cooperatives would compound agency oversight burdens and costs.

Under Alternative 2, allocation of the primary species and PSC allowances between cooperatives and the
sector’s limited access fishery is based on the retained catch of the allocated species by the eligible
license holders included in each cooperative and in the non-cooperative pool for the years 1998-2002,
with no years of catch history excluded. Since it is not possible to determine which vessels will join a
cooperative(s), very little can be said about the distribution of the sector’s TAC between cooperatives and
the sector’s limited access fishery.

Using retained catch during the years 1998-2002, with no drop years, the number of vessels that would be
below the minimum allocation for flathead sole (0.1 percent), rock sole (0.5 percent), and yellowfin sole
(0.5 percent) would be fewer than 3. Due to confidentiality requirements, a more detailed description of
the minimum allocation is not possible.

Unlike the other four allocated species, the allocation of Atka mackerel under Alternative 2 would be
based on total catch for the years 1998-2002. Under this alternative, vessels less than 200’ in length
having less than 2 percent of the sector’s Atka mackerel history, will receive 1.937 percent of the BSAI
Atka mackerel, of which 1.505 percent would come from EAI/BS and .432 percent would come from the
CALI Applying these allocations to the 2005 TAC, the non-mackerel vessels would receive 12.6 percent
of the EAI/BS TAC and 0.8 percent of the CAI. After deducting the allocation to the non-mackerel

8 The following definition of the 10 percent AFA rule is from Sec. 210 (e)(3) of the AFA: For the purpose of this subsection, any
entity in which 10 percent or more of the interest is owned or controlled by another individual or entity shall be considered to be
the same entity as the other individual or entity.
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vessels, the remaining 98 percent of the BSAI Atka mackerel would be reserved for vessels greater than
200’ in length or have more than 2 percent of the sector’s Atka mackerel allocation.

In contrast, to form a cooperative under Alternative 3 requires participation by 67 percent of the eligible
vessels. Given there are an estimated 28 eligible vessels, at least 18 qualified vessels are required in order
to form the cooperative (assuming there is no co-ownership or affiliations using the 10% AFA rule). The
break-point where power changes from being in the hands of those that have agreed to the terms of the
cooperative and those that have not is set at 18 vessels. That point is critical, because before that point is
reached the persons that have not agreed to the terms of the cooperative potentially wield a considerable
amount of power in the cooperative negotiations. However, after the owner of the eighteenth vessel joins,
those that have not joined have very little leverage in cooperative negotiations.

Under Alternative 3, the allocation of the primary target species and PSC allowance between the
cooperative and the sector limited access fishery would be based on the total catch, for the years 1995 to
2003, of the allocated species made by the eligible license holders included in each pool. Each license
holder must drop its three lowest years of total catch for each of the allocated species. Given that is not
possible to determine with certainty which vessels will join the cooperative very little can be said about
the impacts this alternative will have on the distribution of catch, other than it will vary somewhat
compared to Alternative 2.

Using total catch during the years 1995-2003 drop 3 years, the number of vessels that would be below the
minimum allocation for flathead sole (0.1 percent), rock sole (0.5 percent) and yellowfin sole (0.5
percent) would be zero.

The allocation of Atka mackerel under Alternative 3 would be based on total catch for the years 1995-
2003, drop 3 years. Under this alternative, vessels less than 200’ in length having less than 2 percent of
the sector’s Atka mackerel history (non-mackerel vessels) will receive 3.48 percent of the BSAI Atka
mackerel, of which 1.87 percent would be from the EAI/BS, 1.38 percent would be from the CAI, and .23
percent from the WAIL Applying to the 2005 TAC, these non-mackerel vessels would receive 15.7
percent of the EAI/BS TAC and 2.5 percent of the CAI TAC. After deducting the allocations to the non-
mackerel vessels, the remaining 97 percent of the BSAI Atka mackerel would be reserved for vessels
greater than 200’ in length, or having more than 2 percent of the sector’s Atka mackerel allocation.

For Alternative 4, the allocation of the Amendment 80 species and PSC allowance between the
cooperatives and the sector’s limited access fishery would be based on total catch of the allocated species
of cooperatives and the pool of sector limit access fishery participants using years 1998-2004, dropping
the two lowest annual catches. Given that it is not possible to determine with certainty which vessels will
join the cooperative, very little can be said about the impacts this alternative will have on the distribution
of catch, other than it will vary somewhat compared to Alternatives 2 and 3.

Using total catch during the years 1998-2004, drop 2 years, the number of vessels that would be below the
with minimum allocation for flathead sole (0.1 percent), rock sole (0.5 percent) and yellowfin sole (0.5
percent) would be fewer than 3. Similar to Alternative 2, confidentiality requirements limit the amount
information that can be released.

The Atka mackerel allocation under Alternative 4 would be based on total catch for the years 1998-2004,
drop 2 years. Under this alternative, vessels less than 200’ in length, having less than 2 percent of the
sector’s Atka mackerel history will receive 6 percent of the BSAI Atka mackerel, of which 4.6 percent
would come from EAI/BS, 1.2 percent would come from the CAI, and the remaining 0.2 percent would
come from the WAL Applying these allocations to the 2005 TAC, the non-mackerel vessels would
receive 38.6 percent of the EAI/BS TAC, 2.1 percent of the CAI TAC, and 0.6 percent of the WAI. After
deducting the allocation to the non-mackerel vessels, the remaining 94 percent of the BSAI Atka
mackerel would be reserved for vessels greater than 200 in length, or have more than 2 percent of the
sector’s BSAI Atka mackerel allocation.
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Excessive shares

Under Alternative 2, consolidation in the H&G trawl CP sector would not be constrained. There would be
no limit on the percentage of the H&G trawl CP sector allocation that a person (individual or entities) can
own or use. With no excessive share caps, the sector’s allocation could be concentrated to achieve
maximum efficiency. This could substantially reduce the number of vessels and the number of jobs in the
sector. With sufficient consolidation, the remaining entities would enjoy substantial market power, with
which consumer prices and supplies could potentially be manipulated.

Twenty-seven vessels are expected to receive an initial allocation under Amendment 80. Some members
of the sector provided testimony at various Council meetings indicating that the fleet may consolidate to
about 15 or 16 vessels, if excessive share caps are not implemented. It is not possible with existing data to
project the number of vessels that would remain in the fishery, so the industry opinions are the best
information available on the amount of consolidation that is expected to occur. It should be noted,
however, that even under the status quo, there are not 28 independent entities participating in these
fisheries. That is, if one accepts the industry projection of 15 or 16 vessels actively participating after
implementation of Amendment 80, there are likely to be far fewer than 15 “entities” represented.

Some of the vessels retired from active harvesting in the fishery would likely be kept ready to participate,
at least in the short run, in case they were needed. Linking catch history to qualified vessels means that
the vessel must hold a Federal fisheries permit to receive their allocation. Keeping vessels eligible to be
issued a Federal Fisheries Permit will increase costs’ above those that would be needed if the vessels
could be retired from the fishery completely, or sold for another use.

In contrast to Alternative 2, consolidation would be limited under Alternatives 3 or 4. Consolidation in
the H&G trawl CP sector is limited such that no single company or person can hold® more than a fixed
percentage of the overall sector apportionment history. The cap would apply across the total allocation to
the sector for the five species that are directly allocated using the individual and collective rule (and
Pacific cod once Amendment 85 is implemented). Persons (individuals and entities) that exceed the cap
based on their initial allocation would be grandfathered. A vessel’s allotment under Alternative 3 is based
on total catch during the years 1995 though 2003, allowing each vessel to drop their three worst years of
catch during the qualifying period. Since the cap is set at 50 percent of the fishery, it can logically only
apply to one company. If two companies own exactly 50 percent of the sector allocation there is no more
quota to buy’. Based on a 50 percent cap, no company is over the cap for yellowfin sole, rock sole, and
flathead sole. Any company that wanted to purchase shares of these fisheries, after the initial allocation,
would be allowed to do so. The changes in the economic impacts of a 50 percent cap, versus no cap, are
expected to be small, since companies at the 50% cap would be prevented from purchasing another
company’s allotment. Under Alternative 4, the excessive share limit would be set at 30 percent of the 5
Amendment 80 species (and Pacific cod after Amendment 85 is implemented), in aggregate, using total
catch and years 1998 to 2004, dropping each vessels worst two years of catch history. According to the
Amendment 80 database, at least one company was over the 30 percent cap. Since many of the entities in
the sector are well below the 30 percent cap, the sector can potentially undergo considerable consolidation
under this alternative. Allowing the fleet to consolidate should enable the companies that remain in the

7 The difference in cost cannot be estimated with existing information. Costs will depend on the maintenance, insurance, and
storage expenses. Data on these costs are currently not available, but could be in the future if the economic data collection
program is implemented.

8 The term ‘hold’ is assumed to mean to own, control, or use. An entity would, using the individual and collective rule, would not
be allowed to own or control more than the excessive share cap, unless they were grandfathered in above the cap. They would
also not be allowed to lease shares from other cooperatives, if those leased amounts would cause them to exceed the cap.

° It would also require everyone in the sector to join a cooperative or part of the sector’s allocation would not be available to
purchase.
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sector to operate more efficiently. The improvements in efficiency would be due to the cost savings that
result from retiring vessels that are less efficient, or as a result of simple reducing effort (e.g., crowding
externalities) Further details on the impacts of excessive shares can be found in Section 1.11.10 beginning
on page 272.

Alternative 4 would also included a vessel use cap, set at 20 percent of the entire H&G trawl CP sector
allocation. The vessel use cap also includes a grandfather provision that would allow vessels allocated
more than 20 percent of the sector’s allocation to harvest their allotment. A vessel cap of 20 percent
would require approximately 5 vessels to remain active in harvesting the H&G trawl CP sector allocation,
“assuming” each of the five were unique (independent and unaffiliated) entities; in which case, it would
allow as many as 22 vessels to exit. Given historic harvest levels by vessel, it is unlikely that 5 vessels
could harvest the entire allocation at current TACs. Given current ABCs for these species and projected
pollock biomass trends, fleet reductions of this magnitude are not expected to occur in the near future.

The Alternative 4 use cap is not expected to result in substantially fewer vessels operating in the fishery
than implementing no use cap. Historic catch data indicates that no vessels harvested more than 20
percent of the 5 Amendment 80 species during the 1995 to 2004 time period. The use cap could
redistribute catch among the remaining vessels, since some vessels will be required to stop fishing when
they would not have ceased operations without the cap. Given that the cap is not expected to constrain the
number of vessels in the fishery, it is unlikely to have a substantial impact on the number of harvesting
and processing jobs that are available in the H&G trawl CP sector. This assumes, as previously noted, that
the majority of vessels is this sector are not affiliated through joint, multiple, or co-ownership, or any
other legal, economic, family, etc., relationsip defined to make the separate parts one “entity” under law
(e.g., Regulatory Flexibility Act criterion: Magnuson-Stevens Act provisions).

Sideboards

Sideboard limits for the H&G trawl CP sector would be established by regulation based on the years 1998
through 2002 for Alternative 2, 1995 through 2003 for Alternative 3, and 1998 through 2004 (where
applicable) for Alternative 4. Alternative 3 would implement sideboard caps for GOA groundfish, GOA
PSC species, and BSAI groundfish based catch of those species during the qualifying period. Alternatives
2 and 4 do not implement BSAI sideboard limits. Under Alternative 2 and 4, GOA sideboard restrictions
are implemented for halibut PSC, pollock, Pacific cod, and directed rockfish fisheries based on historic
usage during the 1998-2002 or 1998-2004 qualifying periods, respectively. GOA flatfish fishery
participation is limited to vessels that had more than 10 weeks of participation in the GOA flatfish
fisheries. Vessels with more than 10 weeks of participation may target GOA flatfish within current TAC
and PSC regulations.

Under Alternative 2, GOA groundfish sideboards would be established for pollock and Pacific cod in all
GOA areas. Sideboard limits would be established for Pacific Ocean perch, Northern rockfish, and
pelagic shelf rockfish in the Western Gulf and West Yakutat. GOA flatfish sideboards would limit the
number of vessels that may participate in the GOA flatfish fisheries to those that had more than 10 weeks
of participation in those fisheries during the 1998-2002 qualifying period. The 12 vessels that fished more
than 10 weeks in the GOA flatfish fisheries during the qualifying period would be allowed to fish GOA
flatfish without additional restrictions, beyond the current management measures. The other nine vessels
that have historically fished flatfish in the GOA, but had limited participation in those fisheries, would be
prohibited from directed fishing for GOA flatfish in the future. Sideboard caps under Alternative 3 would
be established for GOA halibut PSC and all other groundfish species based on relative usage of those
species from 1995 through 2003. BSAI sideboards would not be established under Alternative 4. GOA
halibut sideboard caps would be established based on actual halibut usage from 1998 through 2004.
Participation in the GOA flatfish fisheries would be allowed

Sideboards are proposed to remain in place until such time as other BSAI and GOA fisheries are
rationalized (including Pacific cod sector allocations). Within the H&G trawl CP sector, sideboards will
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be allocated between cooperative and non-cooperative LLP holders based on the same years used to
allocate the primary species between the cooperative participants and non-cooperative participants.

The general impacts of BSAI sideboards under Alternative 3 are expected to be slightly more restrictive
than implementing no sideboard caps under Alternative’s 2 and 4. The primary difference is the
magnitude of the impacts based on the relative size of the sideboards. Sideboards are included under
Alternative 3 to prevent members of the H&G trawl CP sector from increasing their harvest of species
outside their direct allocation. Sideboard caps are generally thought to prevent vessels from increasing
their harvests of other species. This added harvesting flexibility may result when cooperative members
coordinate their fishing activities. Harvesting flexibility is increased because harvesters can fish at
different times of the year, or they can stack their cooperative harvest privileges on the most efficient
vessel(s) and use the surplus vessels to fish other species. However, in the BSAI the primary directed
trawl fisheries are already rationalized or are in the process of being rationalized. Because of the limited
opportunities for expansion into other BSAI fisheries, the sideboard caps under Alternative 3 are expected
to have limited impacts relative to not implementing sideboard caps.

Sideboards are not needed for the BSAI crab fisheries, because those fisheries have been rationalized.
Crab PSC allotments are not considered under the sideboard section in the BSAI but are assigned to the
sector as PSC allotments.

Table 1-41 provides estimates of the BSAI sideboards for the alternatives under consideration. When the
H&G trawl CP sector’s BSAI average annual catch from 1998-2003 is compared with the estimated
sideboards, it indicates that Alternative 3 would result in sideboards that are much lower than historic
catch for many flatfish species. These low sideboard caps could limit the amount of the allocated species
the sector can harvest. The sideboard limits for other rockfish and sablefish show the greatest increase
above historic annual catches. No provisions are included in this amendment to rollover sideboard species
to the H&G trawl CP sector. It is not possible, given annual TAC fluctuations, changes in incidental catch
rates, and PSC constraints to estimate the economic impact selecting Alternative 3 would have on the
H&G trawl CP sector. However, it is apparent that the sideboards could limit directed fisheries much
earlier in the year under Alternative 3 than they would under Alternatives 2 or 4.

Table 1-41 BSAI Sideboard estimates and average historic catch

Alt. 2 Alt. 3 Alt. 4 Average Catch of
Species 2005 Sideboard | Sideboard Estimated Estimated H&G trawl CPs (95-
ITAC (mt) % % Sideboard (mt)| Sideboard (mt) 03)
Bering Sea = -
Other Rockfish 391 3 51.37% 201 Soo 138
Pacific Ocean Perch 1,190 |o § - 11.46% 136 2o 8 231
Sablefish (Trawl) 1,037 % go 73.83% 766 ; ERE 221
Greenland Turbot 2,295 % 2 8 16.99% 390 g% » 1,077
Aleutian Islands 225 538
Other Rockfish 502 S & T 35.73% 179 a2 % g 315
Sablefish (Trawl) 557 oo 62.61% 349 s g9 22
Greenland Turbot 680 |7 19.38% 132 >~ 2 165
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Alt. 2 Alt. 3 Alt. 4 Average Catch of
Species 2005 Sideboard | Sideboard Estimated Estimated | H&G trawl CPs (95-
ITAC (mt) % % Sideboard (mt)|Sideboard (mt) 03)
Bering Sea &
Aleutians
Arrowtooth Flounder 10,200 20.13% 2,053 9,351
Northern Rockfish 4,625 4.25% 197 4,026
Other Flatfish 2,975 11.90% 354 2138
Alaska Plaice 6,800 11.90% 809 ’
Other Species 24,650 2.25% 554 8,892
Pacific Cod - Trawl CP | 44,779 * * 25,257
Shortraker Rockfish 552 38.13% 210
Rougheye Rockfish 207 38.13% 79 368

Source: Sideboard percent was estimated using the retained catch of the 28 H&G trawl CP vessels (as estimated in the Council
IR/IU and GOA Rationalization data base) divided by the retained (Alt 2), or total (Alt 3) catch of all vessels in the BSAI, as reported
in the NOAA Fisheries catch and bycatch reports (1995-2003).

Table 1-42 reports the estimated GOA sideboards under Alternative 2, Alternative 3, and Alternative 4.
Average annual catch of the H&G trawl CP sector from 1998-2003 is also included in the table. Data in
the table indicates that, under Alternative 3, arrowtooth flounder, rex sole (in the Western Gulf), and
flathead sole sideboard limits are considerably smaller than the historic catch levels. The sideboards in
those fisheries could constrain the harvest of those species in directed fisheries, or in other fisheries that
take those species as incidental catch.
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Table 1-42 GOA sideboard estimates and average historic catch
Alternative 2 Alternative 3 Alternative 4 Average
Species . 2005 | Estimated | . Estimated | . Estimated | Catch of H&G
S'de;ma’d ITAC | Sideboard S'de$°a’d Sideboard S'de$°a’d Sideboard [trawl CPs (95-
° (mt) (mt) ° (mt) ° (mt) 03)
Pollock
Pollock 610 0.3% 30,380 91 0.2% 61 0.3% 91 120
Pollock 620 0.1% 34,404 34 0.1% 34 0.2% 34 100
Pollock 630 0.1% 18,718 19 0.1% 19 0.2% 19
Pollock 640 0.1% 1,688 2 0.1% 2 0.2% 4
Central Gulf

Arrowtooth Flounder n/a 25,000 n/a 15.2% 3,795 n/a n/a 7,750
Deep Water Flatfish n/a 3,340 n/a 10.0% 335 n/a n/a 252
Shallow Water Flatfish n/a 13,000 n/a 2.9% 377 n/a n/a 173
Flathead Sole n/a 5,000 n/a 24.4% 1,222 n/a n/a 369
Rex Sole n/a 7,340 n/a 78.7% 5,777 n/a n/a 2,317
Pacific Ocean Perch RDP 8,535 RDP RDP RDP RDP RDP 4,179
Rougheye Rockfish n/a 557 n/a 50.1% 279 n/a n/a 495
Shortracker Rockfish n/a 324 n/a 50.1% 162 n/a n/a
Thornyhead Rockfish n/a 1,010 n/a 39.1% 395 n/a n/a 210
Pelagic Shelf Rockfish RDP 3,067 RDP RDP RDP RDP RDP 1,620
Northern Rockfish RDP 4,283 RDP RDP RDP RDP RDP 1,156
Other Rockfish n/a 300 n/a 0.8% 2 n/a n/a 233
Pacific Cod 5.4% 25,086 1,355 4.0% 1,003 4.4% 1,355 2,024
Sablefish n/a 1,450 n/a 23.1% 335 n/a n/a 524
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Alternative 2 Alternative 3 Alternative 4 Average
Species . 2005 | Estimated | . Estimated | .. Estimated | Catch of H&G
Sideboard | |rac | sideboard | S196P0Ard | gigepoard | Sideboard | giqopoarg [trawl CPs (95-
% (mt) (mt) % (mt) % (mt) 03)
Western Gulf
Arrowtooth Flounder n/a 8,000 n/a 40.3% 3,224 n/a n/a 4,218
Deep Water Flatfish n/a 330 n/a 4.3% 14 n/a n/a 9
Shallow Water Flatfish n/a 4,500 n/a 39.7% 1,787 n/a n/a 143
Flathead Sole n/a 2,000 n/a 57.6% 1,152 n/a n/a 314
Rex Sole n/a 1,680 n/a 88.1% 1,480 n/a n/a 572
Pacific Ocean Perch 99.3% 2,567 2,549 85.0% 2,182 99.4% 2,549 1,456
Rougheye Rockfish n/a 188 n/a 63.5% 119 n/a n/a 161
Shortracker Rockfish n/a 155 n/a 63.5% 98 n/a n/a
Thornyhead Rockfish n/a 410 n/a 39.7% 163 n/a n/a 116
Pelagic Shelf Rockfish 64.8% 377 244 55.5% 209 76.4% 288 135
Northern Rockfish 100.0% 808 808 72.3% 584 100.0% 808 443
Other Rockfish n/a 40 n/a 4.8% 2 n/a n/a 23
Pacific Cod 2.0% 15,687 314 1.9% 298 2.0% 314 553
Sablefish n/a 508 n/a 41.1% 209 n/a n/a 116
West Yakutat
Deep Water Flatfish n/a 2,120 n/a 29.9% 634 n/a n/a 34
Rex Sole n/a 1,340 n/a 64.8% 868 n/a n/a 35
Flathead Sole n/a 3,000 n/a 46.6% 1,398 n/a n/a 8
Shallow Water Flatfish n/a 2,030 n/a 0.1% 2 n/a n/a 0
Arrowtooth Flounder n/a 2,500 n/a 73.0% 1,825 n/a n/a 18
Sablefish n/a 307 n/a 49.2% 151 n/a n/a 80
Pacific Cod 3.6% 0 0 3.2% 0 3.4% 0
Pacific Ocean Perch 94.5% 841 795 93.5% 786 96.1% 808 784
Other Rockfish n/a 130 n/a 50.0% 65 n/a n/a 20
Pelagic Shelf Rockfish 86.4% 211 182 90.3% 191 89.6% 182 116
Entire Gulf

Atka Mackerel n/a 600 n/a 71.7% 430 n/a n/a 178
Other Species n/a 13,871 n/a 2.1% 291 n/a n/a 853

Source: Sideboard percent was estimated using the retained catch of the 28 H&G trawl CP vessels (as estimated in the Council IR/IU and GOA Rationalization data base) divided by the retained (Alt 2),
or total (Alt 3) catch of all vessels in the GOA, as reported in the NOAA Fisheries catch and bycatch reports (1995-2003).

Note: n/a - Indicates that no sideboard is implemented. Only vessels with a sufficient number of weeks fished in GOA flatfish fisheries may participate in a directed flatfish fishery.

RDP - Indicates that species will be managed under the Rockfish Demonstration Program
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Flatfish sideboard limits will not be implemented under Alternatives 2 or 4. Instead, under Alternative 2,
flatfish sideboards will be based on the harvest of the 12 vessels qualified to target flatfish in the GOA.
One additional vessel would qualify to target flatfish in the GOA under Alternative 4. All qualified
vessels with a GOA groundfish LLP would be allowed to target GOA flatfish under Alternative 3.
However, they would be constrained to the flatfish TAC percentages reported in the previous table.

Under Alternative 3, the sideboards for the rockfish species appear to be less constraining in the Central
Gulf than the Western Gulf. Rockfish species allocations from the Rockfish Pilot Program will be used
for the Central Gulf harvest limits. Sideboard limits for rockfish species not covered under that program
are reported in the previous table.

The Alternative 3 sideboard limits would likely reduce the harvest of the H&G trawl CP sector below
historic levels. This is primarily due to the fact the alternative is calculated using the retained catch of the
H&G trawl CP sector as the numerator and the total catch of all vessels as the denominator. The first
wholesale revenues generated by the H&G trawl CP sector in the Gulf could decline if that Alternative
was implemented and vessels were not able to make up the loss of available fish with higher profits per
ton of production. Alternative 3 is also expected to cause production to decline in the BSAI, since
sideboards for species like other flatfish are well below their historic usage. If once the cap is reached,
vessels are required to stop fishing for any species that results in taking them as incidental catch, several
of the fisheries for species directly allocated under this program could be closed before the TAC, or
halibut catch limit, is reached.

GOA sideboard limits for halibut under Alternatives 2, 3, and 4 would likely allocate slightly less halibut
to the H&G trawl CP sector than they harvested in the recent past. From 2000 to 2004, the H&G trawl CP
sector averaged 763 mt per year.

Table 1-43 shows the estimated halibut cap that would be available to the Non-AFA trawl sector in the
GOA for Alternatives 2 or 3. The halibut sideboard cap under Alternative 2 would be 747 mt, under
Alternative 3 the cap would be 711 mt., assuming a 2,000mt halibut allotment.

Table 1-43 GOA Trawl Halibut PSC Sideboard estimates (mt)

Quarter
1 | 2 | 3 | 4 | Total
Alternative Trawl Halibut PSC Allotment to Deep Water, by Quarter (mt)
Alt 3 57.47 189.28 218.64 98.17 563.56
(2.87%) (9.46%) (10.93%) (4.91%) (28.18%)
Alt 2 50.94 228.05 243.29 60.84 583.12
(2.55%) (11.40%) (12.16%) (4.09%) (29.16%)
Percent of Trawl Halibut Allotment to Shallow Water by Quarter
Alt 3 20.59 41.87 36.77 48.13 147.35
(1.03%) (2.09%) (1.84%) (2.41%) (7.37%)
Alt 2 18.75 43.68 43.59 58.03 164.05
(0.94%) (2.18%) (2.18%) (2.90%) (8.20%)

Source: NPFMC summary of NMFS weekly PSC reports.

Note: Data for 2004 were not included in this report. A trawl PSC allotment of 2,000 mt was assumed.

Table 1-44 shows the estimated halibut cap that would be available to the Non-AFA trawl sector in the
GOA, by alternative, without the catch data for the F/V Golden Fleece included, since that operation is
exempt from Amendment 80 GOA halibut sideboards. The halibut sideboard cap under Alternative 4
would be 555 mt, assuming a 2,000 mt halibut allotment.
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Table 1-44  GOA trawl halibut PSC sideboard estimates (mt) for Alternative 4 (preferred)

Season

Fishery 1 2 3 4 5*** Grand Total
25.85 214.34 104.18* 344.37
GOA Deep water species trawl fishery (1.29%) | (10.72%) | (5.21%) n/a** | n/a** (17.22%)
9.68 37.80 29.27 14.78 | 119.54 211.07
GOA Shallow water species trawl fishery | (0.48%) | (1.89%) | (1.46%) | (0.74%) | (5.98%) (10.55%)
35.53 252.13 132.54 14.78 | 119.54 555.42
Grand Total (1.77%) | (12.61%) | (6.67%) | (0.74%) | (5.98%) (27.77%)

Source: NPFMC summary of NMFS weekly PSC reports

Note: F/V Golden Fleece data have been deducted from the catch data

* Third season halibut PSC mortality (212.64 mt) is reduced by the allocations made to the CP sector in the RDP (108.46 mt).
**Fourth season deep water was combined with first season deep water and would rollover if not fully utilized

***Deep and Shallow water species have been combined since there has been no season specific species apportionment in
the past

It is not possible to estimate the overall economic impact that sideboards could have on the H&G trawl
CP fleet. However, the negative impacts on the H&G trawl CP sector will be greater under Alternative 3,
when compared to Alternative 2, or Alternative 4. The benefits of the sideboards to the other sectors
cannot be estimated. To the extent that other sector are able to increase their harvest of GOA species, they
will benefit (Under Alternative 3). They will likely be able to harvest most, if not all, of the fish available
to them under the alternatives. GOA halibut PSC sideboard limits will play a role in how much of the
groundfish sideboard caps (or flatfish that have no sideboards) the H&G trawl CP sector can harvest. The
halibut PSC caps in the GOA are expected to be fairly restrictive. The fleet’s ability to reduce halibut
bycatch within the cooperative structure will be an important factor in determining how the H&G trawl
CP sector fairs under these sideboard caps.

Groundfish Retention Standard

With regards to the meeting the GRS, H&G trawl CP sector participants would likely be better off under
Alternatives 2, 3, or 4, than under Alternative 1. Under Alternatives 2, 3, or 4, sector participants that join
a cooperative can pool their individual annual GRS rates across the cooperative. Under Alternative 1, the
GRS would be enforced on a vessel by vessel basis. Under this alternative, vessels in a cooperative would
average their individual annual retention rates, which could help to reduce increased operation costs for
those vessels limited by the GRS. Overall, given the flexibility of this alternative, each cooperative would
seek to minimize the cost of meeting the GRS, to the fullest extent practicable.

1.10.2 Effects on Catcher Processor Efficiency

This section of the analysis examines the effects of the alternatives on the efficiency of the H&G trawl CP
sector. To establish a framework for this portion of the analysis, a brief description of production
efficiency (and its role in overall ‘economic efficiency’, used to examine the net benefits of an action)
follows. In the simplest terms, production efficiency is the difference between production revenues and
production costs. Production efficiency is a measure of the effectiveness of a producer in using inputs to
produce one or more outputs, focusing on the relationship between the quantity and quality of outputs
produced and the quantity and quality of the various inputs (e.g., fuel, vessels, and labor) used for that
production. Two different types of efficiencies contribute to, and together constitute, production
efficiency. “Technical efficiency” refers only to the production process that converts inputs to outputs and
is a measure of the quantities of inputs used and the quantity of outputs produced in a production process
(independent of prices and their effects). Decreasing quantities of inputs and increasing quantities of
outputs, all else equal, are sources of technical efficiencies. “Allocative efficiency” considers both, (a) the
markets for inputs and outputs, and (b) the choices of inputs and outputs. Allocative efficiency is a
measure of the economic benefits of choosing different mixtures of these inputs and output in production.
Allocative efficiency necessarily considers the costs and revenues generated by these choices.
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Collectively, these two types of efficiency define “production efficiency”. Overall production efficiency,
which is the concern of this section, therefore requires the consideration of both the choices that the
producer makes in the markets for inputs and outputs and the process by which inputs are converted to
outputs. In the end, overall production efficiency may be measured by the net returns to producers—the
difference between the producer’s revenues generated by outputs and the producer’s costs of inputs.

Alternative 1: Status quo/no action

Production efficiency of the H&G trawl CP sector under the status quo is limited to some degree by the
race for fish under the current LLP fishery and GRS. Sector participants are compelled to race for
groundfish with other sector participants, as well as participants in other sectors throughout the period the
fisheries are open. Under the race for fish, quality of the groundfish harvested likely suffers, to some
extent, as participants adopt fishing techniques to maximize catch rates, which may lead to diminished
quality and dissipation of a portion of the resource rents. Particularly on vessels with smaller processing
plants, fishermen may find they harvest fish at a rate that exceeds the rate at which the plant can optimally
process that fish. If fish are held too long prior to processing, quality will decline. Generally, participants
in the H&G trawl CP sector are equipped to produce whole and head and gut frozen products. Production
of these products is likely to continue, no matter which alternative is selected. This is so for a number of
reasons (e.g., LLP endorsements, vessel stability and loadline requirements, physical size constraints of
participating vessels). In addition, participants in the H&G trawl CP sector must comply with GRS, which
also could limit production efficiency. The magnitude of any negative effect on production efficiency
depends on the profits (or losses) arising from retaining fish that would have been discarded, but for the
GRS, and any lost profits from not harvesting more target fish because of lack of hold space occupied by
fish retained because of the GRS. Some H&G trawl CP sector participants assert that extra operating costs
associated with holding/processing, transporting, and transferring fish that are of relatively low value or
even “unmarketable” at the higher levels of GRS could result in economic losses. However, changes in
technology, fishing techniques, and markets could improve returns from fish retention associated with the
GRS

Alternatives 2, 3, and 4: Multiple Cooperatives and Single Cooperative

Under Alternatives 2, 3, or 4, as applied to the H&G trawl CP sector, any change in production efficiency
is likely to arise from sector members joining cooperatives. Efficiency improvements would result
primarily from technical efficiency gains that arise from slowing, or otherwise optimizing fishing within a
cooperative structure. Allocative efficiency gains are likely to occur, but would be smaller compared to
those gained from technical efficiency, since the vessels participating in this sector are equipped to
produce only whole and/or head and gut products. In the slower fishery, participants are expected to be
better able to modify fishing and processing activities, at least to some degree. Additional technical
efficiencies should arise because of the cooperative structure of the alternatives. In a cooperative,
participants will be free to consolidate fishing up to the user cap and/or vessel cap levels (if any).
Consolidating catch on fewer vessels in the fishery should also reduce harvest costs. This could be
particular useful for those vessels with relatively high costs of accommodating the required enforcement
and monitoring conditions necessary for the GRS program. Finally, although technical efficiencies should
be realized by the H&G trawl CP sector overall, some participants eligible for the program may realize
efficiencies that are substantially less than those realized by others. Eligible participants that receive small
allocations of the primary species may have little to gain from coordinating their harvest, particularly
since sideboards will limit their harvest from other BSAI or GOA fisheries.

Although it is apparent that efficiency will improve from cooperative fishing, the extent of overall gains
in production efficiency depend on the extent of cooperative membership and the size of cooperatives,
both of which could vary across the three alternatives and over time. In general, more participants in
cooperatives should result in more efficient operations. Also, larger cooperatives should be more efficient,
as participants are able to coordinate fishing of a larger allocation, utilizing the combined assets of a
larger capital base.
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Under a multiple cooperative structure (such as Alternatives 2 and 4), participants would need to reach
agreement with fewer eligible members of the sector for cooperative formation. The process of reaching
agreement will be complicated by the need to reach agreement not only on management and harvest of
the cooperative’s allocation, but also on cooperative compliance with the GRS. It is possible (at least at
the outset) that several cooperatives would form, as participants choose to co-op with other participants
with whom agreement is most easily reached. Over time, however, participants may choose to develop
more consolidated cooperatives, particularly if relationships develop through intercooperative agreements
and the potential for efficiency gains through that consolidation become apparent.

Under a single cooperative structure (such as Alternative 3), the extent of any efficiency gain will depend
on whether a sufficient number of members of the sector are able to reach agreement, and whether
persons not in the initial cooperative are able to negotiate entry into the cooperative. The potential for
reaching agreement will depend on several factors. The diversity of the fleet and the potential for GRS
compliance to complicate negotiations could be obstacles to cooperative formation. If no cooperative
forms, the efficiency of the sector would be similar to that of the status quo.

The separate and limiting allocations (including PSC allocations) to the sector could result in the sector
suffering a loss relative to the status quo, if a cooperative agreement cannot be reached. If a cooperative
does form, at least early in the program, it is likely to be larger than the cooperatives that might form
under Alternative 2. The single cooperative structure, however, could leave some sector members outside
of the cooperative reducing overall efficiency gains under this alternative. The single cooperative
structure also increases the likelihood that negotiating dynamics will compel some portion of the fleet to
accept terms that are generally less favorable than would otherwise be accepted because cooperative
fishing under less favorable terms provides some benefit over fishing in the limited access fishery.
Participants in the sector that are able to use the single cooperative formation rules to exert this
negotiating leverage would realize the benefit of any such concessions.

1.10.3 Effects on the CDQ Program

Under Alternatives 2 and 4, CDQ percentage allocations for each of the groundfish species noted in
Component 1 and associated secondary species taken incidental in the primary trawl target fisheries
would increase to 10 percent, whereas in Alternative 3 the percentage allocations would increase to 15
percent. With the exception of halibut, herring, and Chinook salmon, the PSQ percentage allocations
would increase proportionately under each alternative, as well. Under Alternatives 2 and 4, the PSQ
percentage allocation would increase to 10 percent, and under Alternative 3, the PSQ percentage
allocation would increase to 15 percent.

The Coast Guard and Maritime Transportation Act of 2006 (Public Law 109-241) was signed into law on
July 11, 2006. This is after the Council selected a final preferred alternative for Amendment 80 in June
2006. A portion of the Coast Guard Act amended Section 305(i) of the Magnuson-Stevens Act, which
pertains to the CDQ Program. That included a change to make allocations to the CDQ Program as
directed fishing allowances of 10 percent upon the establishment of fishing cooperatives or sector
allocations. Current management practices for fisheries managed with directed fishing allowances
include establishing an incidental catch allowance (ICA) to account for the catch of a given species in
other directed fisheries.

Subsequent to passage of the Coast Guard Act, the Magnuson-Stevens Act was reauthorized on January
12, 2007 (Public Law 104-479), and included several more changes to Section 305(i). In general, these
amendments replaced a portion of the Coast Guard Act language. Relevant to this action, the Magnuson-
Stevens Act now establishes a total allocation of 10.7 percent (directed and nontarget combined) for each
directed fishery of the BSAI (other than a fishery for halibut, sablefish, pollock, and crab), to be effective
January 1, 2008 (Section 305(i)(1)(B)(ii)(I)). Each total allocation may not be exceeded. The regulatory
and FMP amendments necessary to implement this change are thus included in this amendment package,
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in order for the Council’s proposal for Amendment 80 to be consistent with the Magnuson-Stevens Act.
Further FMP and regulatory amendments resulting from the Magnuson-Stevens Act revisions are
undergoing analysis and legal interpretation by NOAA GC.

During the first few years of the multispecies CDQ Program (which began in late 1998), many of the
flatfish CDQ allocations were not entirely caught. This probably is due to a variety of factors. Some target
fisheries (such as yellowfin sole) may have remained open all year, which meant CDQ groups’ flatfish
partners opted not to fish for yellowfin sole CDQ, as they had open access to yellowfin sole. In fisheries
such as the Atka mackerel fisheries, the amount of bycatch CDQ species available to support the Atka
mackerel CDQ directed fishery may have led to vessels fishing more conservatively than usual or
choosing not to fish for Atka mackerel at all. Prohibitions against exceeding both CDQ and PSQ
allocations have meant that both CDQ groups and their harvesting partners operate more conservatively in
many fisheries. This is particularly true of incidental catch species or prohibited species, which CDQ
groups may dedicate to more valuable target fisheries such as Pacific cod or pollock. The residual
amounts of incidental catch species available for other target CDQ fisheries may be deemed insufficient
to account for additional bycatch needs.

Table 1-45 shows the 2001 through 2004 CDQ catch for each of the primary target species. Until
recently, the yellowfin sole CDQ fishery was not as completely prosecuted as fisheries such as pollock
and Pacific cod. As noted in the table below, close to 98 percent (6,321 mt) of the yellowfin sole CDQ
was harvest in 2004, and approximately 88 percent in 2003. For Atka mackerel, approximately 90 percent
of the total CDQ allocation was harvested in 2003. Catch rates in 2004 were similar or higher. The
average annual percent harvested for Pacific Ocean perch ranged from a low of 75 percent for central Al
to 88 percent for western Al. The CDQ fisheries for flathead sole and rock sole historically has not been
as successfully prosecuted as the other allocated species. The average percent of flathead sole CDQ
harvested from 2001 to 2004 was about 24 percent. In these same years, the average annual percent of
rock sole CDQ caught was about 17 percent of the amount allocated.

Table 1-45 Amendment 80 Target CDQ Reserves, Catch, and Percent Harvested, 2001-2004

Average
cba 2001 2002 2003 2004 01-04
Species
chbQ Catch % chbQ Catch % cbQ Catch % cbQ Catch % % harvest
Reserve harvest |[Reserve harvest |[Reserve harvest |Reserve harvest
WAI Atka 2,093 |1,991| 95.15 | 1,478 [1,341| 90.74 | 1,499 [1,203| 80.28 | 1,550 |1,476| 95.2 90.34
Mackerel
CAIl Atka 2,520 |2,467| 97.91 | 1,785 |1,591| 89.14 | 2,202 |2,129| 96.69 | 2,333 [2,248| 96.35 95.02
Mackerel
EAl Atka 585 519 | 88.77 413 320 | 77.49 799 696 | 87.15 843 771 | 91.42 86.21
Mackerel
gg:iaowﬂn 8,475 | 182 | 2.15 | 6,450 |1,972| 30.57 | 6,281 |5,564| 88.58 | 6,456 |6,321| 97.91 54.80
Rock
Sole 5625 | 221 | 3.93 | 4,050 | 553 | 13.65 | 3,300 | 641 | 19.42 | 3,075 | 892 29 16.50
gloalt:ead 3,000 | 223 | 7.42 1,875 | 464 | 24.76 | 1,500 | 392 | 26.15 | 1,425 | 545 | 38.25 24.15
WAI POP| 356 318 | 89.43 425 355 | 835 439 404 | 92.06 389 336 | 86.5 87.87
CAI POP | 192 152 | 79.27 230 155 | 67.43 251 185 | 73.63 219 170 | 77.81 74.54
EAI POP | 218 162 | 74.28 260 167 | 64.3 263 249 | 94.53 229 165 | 72.19 76.33

Source: NOAA Fisheries 2005.

Given that the allocations to the H&G trawl CP sector considered under Alternative 2, 3 and 4 would
likely result in this sector harvesting its entire allocation, it is possible that additional vessels would be
available to harvest CDQ flatfish. In the past, flatfish CDQ fisheries have remained open for much of the
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year. Under Alternative 3 the allocations are expected to be limiting. Once the fisheries that the
cooperative(s) or open access components of the H&G trawl CP sector participate in are closed, it is more
likely they would want to fish CDQ flatfish allocations. This could benefit the CDQ groups and the
vessels that have contracts to harvest that catch. The actual benefits that each entity would generate
cannot be estimated given the current information available.

The relatively small size of these quotas and variability in the amount of each primary target species
harvested in past years make estimating the future CDQ royalties from each of the allocated species
difficult. In some instances, royalty rates are based on a sliding scale according to the value of the product
form produced from a given species based on current market condition. High demand for a particular
species and product form could trigger increased CDQ catch of that species, with corresponding increases
in royalty payments. To calculate future royalty estimates for the increased CDQ percentage allocations
considered under Alternatives 2, 3 and 4, analysts would need to know the cost structure of the harvesting
vessels, the revenues they generate from selling CDQ fish, the royalties they pay to the CDQ groups and
the actual amount of each species they would harvest, retain, and process. Much of this information
cannot be obtained from data sources that are currently available.

Practically speaking, it may be unlikely that the entire amount of each CDQ reserve would be caught, or
that those fish that were caught would all yield royalties to CDQ groups. Some amounts of the primary
target species are caught and discarded in other target fisheries. In addition, some amount of the primary
species caught in the CDQ fisheries for primary target species are discarded and yield no benefit to either
the vessel owner/operator or to CDQ groups. However, the increased CDQ percentage allocations under
Alternative 2, Alternative 3, and Alternative 4 could offer opportunities for the CDQ groups to increase
their participation in the Amendment 80 target fisheries. This probably would allow them to realize
associated increase in royalties for allowing their partners to access CDQ species. However, we anticipate
that any increases in the CDQ percentage allocations would contribute a relatively small amount of the
total CDQ royalties generated per year. But, these increased allocations also could allow CDQ groups to
negotiate additional training opportunities, internships, and employment positions for CDQ community
residents, either on board fishing vessels or in the vessels’ business offices. Even though the total
royalties generated from these species is estimated to be relatively small, members of the CDQ groups
could argue that they still play an important role in meeting their overall objectives, such as providing
employment and training opportunities.

The CDQ groups receives 7.5 percent of the annual BSAI yellowfin sole TAC. In 2003, some CDQ
groups began pooling some of their annual allocations, including CDQ allocations of yellowfin sole and
Atka mackerel. This appears to have allowed them to operate more efficiently and better manage the
catch of incidental species. The 2003 fishery was the first year that essentially all of the yellowfin sole
CDQ reserve was harvested. Table 1-45 shows that close to 98 percent of the yellowfin sole CDQ was
harvested in 2004, and approximately 88 percent in 2003. In contrast, CDQ groups only harvested about
30 percent of their allocations in 2002. Given that relatively large percentages of the TACs were
harvested in both the open access and CDQ fisheries, the increased CDQ percentage allocations
considered under Alternative 2, Alternative 3, and Alternative 4 probably would be harvested, if TACs
and market conditions were relatively stable, and if CDQ groups and their partners continue their recent
fishing patterns.

The CDQ Program also receives 7.5 percent of the Atka mackerel TAC. The Atka mackerel CDQ fishery
is typically prosecuted in conjunction with the non-CDQ Atka mackerel fishery. It is often combined with
the Pacific Ocean perch CDQ fishery. In 2003, about 90 percent of the total CDQ allocation of Atka
mackerel was harvested. The largest subarea harvest was from the central Al area where 97 percent of the
allocation was harvested. During that same year, about 87 percent and about 80 percent of the eastern
AI/BS and western Al area allocations were harvested, respectively. Catch rates in 2004 were similar or
higher. Given that relatively large percentages of the Atka mackerel TACs were harvested in both the
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open access and CDQ fisheries, the increased CDQ percentage allocations considered under Alternatives
2, 3, and 4 probably would be harvested, too, for the same reasons stated above.

The CDQ Program currently receives 7.5 percent of the Al Pacific Ocean perch TAC. The Pacific Ocean
perch fishery is conducted in a similar manner to the Atka mackerel CDQ fishery. The fishery is
prosecuted by the same vessels that fish for Atka mackerel, and usually on the same fishing trip, so the
temporal effect is similar under both alternatives. Although the majority of the annual CDQ allocation for
Pacific Ocean perch appear to have been caught in recent years, this fishery has not been as successfully
prosecuted as the Atka mackerel CDQ fishery. The average annual percent harvested for Pacific Ocean
perch ranges from a low of 75 percent for the central district to 88 percent for the western district. Under
both Alternative 2 and Alternative 4, the CDQ percentage allocation would increase to 10 percent, while
under Alternative 3 it would increase to 15 percent of the Pacific Ocean perch TAC. Such increases could
provide CDQ groups with even more harvesting opportunities.

The CDQ Program also currently receives 7.5 percent of the TAC for rock sole and flathead sole. These
CDQ fisheries have historically not been successfully prosecuted. The average percent of flathead sole
CDQ harvested from 2001 to 2004 was about 24 percent. In these same years, the average annual percent
of rock sole CDQ caught was about 17 percent of the amount allocated to the program. Even this catch
was not necessarily taken in directed fisheries for these two species. Reasons for the low catch rates for
rock sole and flathead sole vary. The non-CDQ fisheries for these species are subject to more frequent
closures due to reaching either halibut PSC limits or seasonal apportionments. CDQ groups may not place
as much emphasis on the harvest of these species due to their relatively low royalty value. Alternatively,
CDQ groups may choose not aggressively prosecute this fisheries due to the relatively high level of
halibut PSQ bycatch that occurs in them. Halibut or other prohibited species caught in these fisheries
would have to be debited from applicable PSQ accounts, thereby decreasing the amounts of PSQ
available in other CDQ target fisheries. Under Alternatives 2, 3, and 4, the increased allocations of the
flathead sole and rock sole TAC to the CDQ groups could provide the potential for increased harvesting
opportunities. However, based on the recent catch rates for flathead sole and rock sole by the CDQ groups
and their partners, it is not likely the groups will harvest the entire allocation of these two species under
these alternatives. Assuming they could harvest their entire allocations of these two species, CDQ groups
may still realize only modest increases in royalties in comparison to their overall groundfish royalties.

In addition to the potential increases in the primary target CDQ species considered under Alternative 2 ,
Alternative 3, and Alternative 4, these alternatives would increase the CDQ percentage allocations of
secondary species (except for Pacific cod) caught incidentally with the primary Amendment 80 target
species. Alternatives 2 and 4 would increase these percentage allocations to 10 percent of each secondary
species TACs, while Alternative 3 would increase percentage allocations to 15 percent. The incidental
catch species associated with these target species include most BSAI TAC species. The primary target
species also are caught incidentally in other CDQ target fisheries such as Pacific cod, pollock, or
sablefish. Furthermore, some Amendment 80 target species are caught as bycatch in other Amendment 80
target fisheries, where they may be either retained and processed, or discarded. Table 1-46 shows the
secondary species that were caught in the 2004 CDQ fisheries for Amendment 80 target species, and
illustrates the range of species caught across different target fisheries.
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Table 1-46  Primary and secondary species in the 2004 CDQ target fisheries for Atka mackerel, yellowfin
sole, POP, flathead sole, and rock sole

Target Fishery
€DQand PSQ Species Mal-::tll((:rel Rockfish Flast:;:ad Rock sole Yelslgr;fin Grand Total

Al Greenland Turbot 28.467 28.47
Al Other Rockfish 15.404 0.788 16.19
Al Sablefish 0.153 0.15
Alaska Plaice 3.271 17.91 279.505 300.69
Arrowtooth Flounder 22.201 0.525 58.058 1.487 112.533 194.80
BS Greenland Turbot 2.888 2.89
BS Other Rockfish 2.082 2.08
BS Pacific Ocean Perch 0.272 0.27
BS Sablefish 19.165 0.143 0.023 19.33
CAl Atka Mackerel 2130.05 117.843 2247.89
CAl Pacific Ocean Perch 150.404 20.005 170.41
EAI Pacific Ocean Perch 165.321 165.32
EAI/BS Atka Mackerel 768.877 0.164 0.007 769.05
Flathead Sole 0.136 20.239 3.478 215.153 239.01
Northern Rockfish 310.157 90.527 400.68
Other Flatfish 0.773 11.812 1.287 17.83 31.70
Other Species 58.455 1.559 20.959 5.186 190.172 276.33
Pacific Cod 256.786 12.136 19.175 10.64 186.98 485.72
Rock Sole 14.374 1.546 7.754 105.509 446.113 575.30
Rougheye Rockfish 2.547 0.206 275
Shortraker Rockfish 21.652 0.061 21.71
WAL Atka Mackerel 1475.594 1475.59
WAI Pacific Ocean Perch 336.488 336.49
Yellowfin Sole 24.923 77.74 6162.148 6264.81

Source: NOAA Fisheries 2005. CDQ catch data by reported target, for non-pelagic trawl gear. All amounts in metric tons.

Some amount of every BSAI TAC category was caught in the directed CDQ fisheries for Amendment 80
target species in 2004. Squid is not allocated to the CDQ Program and is not included in this table.
Approximately 759 mt of pollock was caught with non-pelagic trawl gear in the 2004 CDQ fisheries, and
accrued towards the incidental catch allowance for pollock. Pollock is excluded from this discussion as
this species is not under consideration for increased allocations under any of the alternatives. The 2001,
2002, and 2003 CDQ target fisheries for Amendment 80 target species show a similar bycatch pattern to
the 2004 CDQ fisheries. Almost every annual TAC category in place for those years was caught in CDQ
fisheries for Amendment 80 target species, as well.

Alternative 2, Alternative 3, and Alternative 4 would increase the percentage of secondary species
allocated to the CDQ Program in conjunction with increased allocations of primary target species. These
allocation increases are shown in Table 1-47. The primary Amendment 80 species are excluded from this
table, as is Pacific cod. None of these alternatives would increase the allocations of Pacific cod to the
CDQ Program, as increased Pacific cod allocations to the CDQ Program are being considered under a
separate action. “Other species” is included in the table, but it should be noted that this species category is
no longer allocated among CDQ group due to concerns that the “other species” CDQ allocation was
inadequate to account for the bycatch of this species in the groundfish CDQ fisheries. The Council may
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wish to consider whether it wants to increase the allocation of this species category in light of the
previous action it has taken on “other species” CDQ.

Table 1-47 CDQ allocations for incidental catch species based on allocation percentages considered under
Alternatives 2, 3 and 4

Species 2004_1 TAC Alternative 2 Alternative 3 Alternative 4
(metric tons) (10 percent) (15 percent) (10 percent)
Al Greenland Turbot 800 80 120 80
Al Other Rockfish 634 63 95 63
Al Sablefish 775 78 116 78
Alaska Plaice 10,000 1000 1500 1000
Arrowtooth Flounder 12,000 1200 1800 1200
BS Greenland Turbot 2,700 270 405 270
BS Other Rockfish 460 46 69 46
BS Pacific Ocean Perch 1,408 141 211 141
BS Sablefish 1,450 145 218 145
Northern Rockfish 5,000 500 750 500
Other Flatfish 3,000 300 450 300
Other Species 27,205 2721 4081 2721
Rougheye Rockfish 195 20 29 20
Shortraker Rockfish 526 53 79 53

Source: NOAA Fisheries 2004 TACs

Neither the species categories nor amounts shown in this table represent a reliable estimate of the amount
of the incidental catch species that could be caught in the CDQ directed fisheries for primary target
species in the future. The primary target fisheries may need more, or less, than the amounts shown in this
table to fully account for the bycatch of such species in either the primary target fisheries, or in all CDQ
target fisheries. Historically, non-target (and prohibited species catch) species have been allocated to the
CDQ Program at the same proportion as most other species allocated to the program. Estimating the
amount of each bycatch species to allocate to the CDQ Program is a complex exercise that, if undertaken,
could yield a wider range of necessary CDQ percentage allocations for incidental catch species than
considered under either alternative.

Historically, CDQ groups have had adequate PSQ reserves for the fishing strategies employed while
fishing for groundfish. PSQ catch in a representative year is displayed in Table 1-48. Projecting whether
they would have enough PSQ in the future under Alternatives 2, 3, or 4 would require assumptions
regarding bycatch rates of each PSC species in each of the target fisheries, the CDQ allocations of various
target species, and the fishing strategies of the CDQ groups. Developing a model that takes all these
factors into account is not feasible. Therefore, the discussion of the PSQ bycatch needs of the CDQ
program for each species is qualitative, drawing on historic target fishery and bycatch data to supplement
the discussion.
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Table 1-48 PSQ catch in the 2004 CDQ fisheries for primary target species

CDQ and PSQ categories szgll::rel Rockfish Flastglzad Rock sole Yegg:néfin Grand Total
Zone 1 Red King Crab 0 0 0 0 174 174
Zone 1 Bairdi Tanner Crab 0 0 0 164 1,504 1,668
Zone 2 Bairdi Tanner Crab 0 0 216 0 13,178 13,394
Opilio Tanner Crab 0 0 109 16 29,640 29,765
Pacific Halibut 15 0 9 5 67 96
non-chinook salmon 0 0 0 0 0 0

Source: NOAA Fisheries 2005.
Note: Pacific halibut mortality is reported in metric tons. All other species are listed in number of animals.

The financial impact of increasing PSQ allocations also is difficult to analyze, since CDQ groups do not
receive royalties for the catch of PSQ species. CDQ groups could forego some royalties if their target
fisheries were curtailed due to the complete catch of PSQ amounts and the subsequent relocation of
fishing effort or withdrawal of their partners from a particular fishery, but precise estimates of such losses
cannot be estimated.

There are two different salmon-related prohibited catch species categories: chinook and non-chinook.
Salmon bycatch that accrues to the two salmon PSQ categories primarily occurs in the pollock CDQ
directed fishery. In fact, the PSQ catch by the primary target species show that no non-chinook salmon
were taken in these fisheries. Increasing the non-chinook salmon allocation would be done to keep the
CDQ pollock fishery from closing the Chum Salmon Savings Area before the primary target fisheries are
harvested. It is not expected that chum salmon bycatch is going increase much in these fisheries. The non-
chinook salmon PSC allocation under Alternatives 2 and 4 is 4,200 salmon, whereas under Alternative 3
the allocation would be 6,300 salmon. Increasing the Chinook Salmon PSQ percentage allocation is not
included in any of the alternatives because Chinook salmon savings measures only are applicable to the
directed pollock fisheries, not the directed fisheries for the primary target species considered under
Amendment 80.

Table 1-70 shows that the CDQ groups have never harvested more than 26 percent of any of their crab
PSQ allocations during the years 2001 through 2004. In general, the majority of BSAI crab bycatch
typically occurs in the trawl flatfish and Pacific cod fisheries. The CDQ groups are harvesting almost all
of their yellowfin sole CDQ allocations. Yellowfin sole also typically has lower crab bycatch rates than
flatfish species like rock sole. Fisheries that may demonstrate high levels of crab bycatch have not,
historically, been fully harvested by CDQ groups. Only about 20 to 25 percent of the rock sole and
flathead sole allocations have been caught in recent years. The amount of crab PSQ that would be needed
in the future depends on whether CDQ groups expand their harvests of those species. If those species are
more fully utilized by the CDQ groups, the crab bycatch would be expected to increase. Decisions to
increase the crab PSQ allocations under Alternative 3 should consider the likelihood of increased activity
in these fisheries in the future. Table 1-49 displays the PSQ reserves associated with the range of PSQ
allocation percentage increases considered under Alternatives 2, 3 and 4. The existing percentage
allocation, 7.5 percent, is included for reference.

Halibut is widely considered the most limiting PSC species in the BSAI groundfish fisheries. Unlike crab
and salmon, when a halibut bycatch cap is reached the fleet is required to stop fishing instead of being
limited to certain fishing areas. Halibut caps have the potential to restrict the amount of groundfish that
can be harvested, as opposed to shifting operations to other areas. Halibut is not allocated to specific
target fisheries in the CDQ program as is done in the non-CDQ fisheries. Thus, if a CDQ group caught all
of its annual halibut PSQ allocation, it would be required to stop directed fishing for those target species
that could take halibut as bycatch. This would affect just about every potential groundfish fishery except
for those prosecuted with pot gear, such as sablefish. In the CDQ fisheries, halibut catch limits have not
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been as constraining as in the open access fisheries. During the 2001 through 2003 fishing years, the
percentage of the halibut PSQ allocation caught has averaged about 41 percent of annual allocations.
About 25 percent of the allotment was taken in 2001 and about 51 percent of the allotment was taken in
2003.

The total amount of halibut PSQ mortality used in the CDQ fisheries would be expected to increase if the
CDQ groups are successful in increasing their utilization of flatfish allocations such as yellowfin sole and
rock sole. Rock sole target fisheries typically have relatively high halibut bycatch compared to other
fisheries. During 2003, about 26 kg of halibut was harvested for each metric ton of groundfish harvested
in the BSAI open access rock sole fishery. The rate was lower in 2002, about 17 kg of halibut per metric
ton of groundfish. As an example, if we used the 2003 halibut bycatch rates, harvesting the entire 2003
rock sole CDQ allocation would have required about an additional 71mt of halibut. The flexibility to
harvest at a time of year when halibut bycatch rates are lower is limited by the importance of roe in the
rock sole fishery. That fishery occurs in January and February when roe is at peak quality. After the roe is
peaked in quality the value of the fish harvested declines and the profitability of harvesting rock sole
declines. Unlike the crab PSQ, halibut PSQ would not increase to 10 or 15 percent, but rather would
increase 50 mt during the third year of the Amendment 80 program. Based on the 2004 PSC limits,
halibut PSC would increase from 343 mt to 393 mt during the third year of the program.

Herring bycatch is currently not allocated to the CDQ program and is not being considered under this
program. Herring will continue to be managed as it is currently. The herring PSC limit is set at one
percent of stock biomass. That limit is shared by the non-CDQ and the CDQ sectors.

Table 1-49  Projected increases in PSQ amounts based on 2004 PSC limits

PSQ species 2004 PSC limit 7.5% 10% 15%
Zone 1 Red King Crab 197,000 14,775 19,700 29,550
Zone 1 Bairdi Tanner Crab 980,000 73,500 98,000 147,000
Zone 2 Bairdi Tanner Crab 2970,000 222,750 297,000 445,500
Opilio Tanner Crab 4350,000 326,250 435,000 652,500
Pacific Halibut *(mt) 4,575 343 n/a n/a
Non-Chinook Salmon 42,000 3,150 4,200 6,300

*Pacific halibut would increase 50 mt on the third year of the Amendment 80 program

1.10.3.1 Effects of the Coast Guard Act of 2006 and MSA Reauthorization Act

The President signed the Coast Guard and Maritime Transportation Act of 2006 (Public Law 109-241)
into law on July 11, 2006, following the Council’s selection of a preferred alternative for Amendment 80.
Among other actions, this Act amends Section 305(i) of the Magnuson-Stevens Act, which pertains to the
CDQ Program. This included a requirement that allocations to the CDQ Program be made as directed
fishing allowances of 10 percent upon the establishment of fishing cooperatives or sector allocations.
Current management practices for fisheries managed with directed fishing allowances include
establishing an incidental catch allowance (ICA) to account for the catch of a given species in other
directed fisheries.

Subsequent to passage of the Coast Guard Act, the Magnuson-Stevens Act was reauthorized on January
12, 2007 (Public Law 104-479), and included several more changes to Section 305(i). In general, these
amendments replaced a portion of the Coast Guard Act language associated with Magnuson-Stevens Act
amendments to the CDQ Program. Relevant to this action, the Magnuson-Stevens Act now establishes a
total allocation of 10.7 percent (directed and nontarget combined) for each directed fishery of the BSAI
(other than a fishery for halibut, sablefish, pollock, and crab), to be effective January 1, 2008 (rather than
upon establishment of cooperatives). Each total allocation may not be exceeded. The regulatory and
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FMP amendments necessary to implement this change are thus included in this amendment package, in
order for the Council’s proposal for Amendment 80 to be consistent with the Magnuson-Stevens Act.

Note that the Council recommended increasing the allocations of the “secondary species” to the CDQ
Program to 10 percent of the TAC for these species. The secondary species in the Council’s motion on
Amendment 80 includes all other groundfish species allocated to the CDQ Program in addition to the
Amendment 80 target species. Section 305(i)(1)(B)(ii)(I) of the Magnuson-Stevens Act specifies that
increases in CDQ Program allocations applies only to those species that have a directed fishery in the
BSAI (“each directed fishery”). Some of the secondary species included in the Council’s recommended
allocation increases under Amendment 80 did not have directed fisheries in 2006. Therefore, no CDQ
allocations would be made for these species or species groups. NMFS would identify the TAC categories
that are consistent with the Magnuson-Stevens Act requirement related to “each directed fishery” in the
BSAI in regulation.

Based on an assessment of the species open to directed fishing in 2006, the following species would be
allocated to the CDQ Program: Atka mackerel, Al Pacific ocean perch, yellowfin sole, rock sole, flathead
sole, arrowtooth flounder, BS Greenland turbot, and sablefish from the trawl gear sablefish
apportionment. These also are portrayed in the following table. Note that this does not reflect other
species unaffected by this action, such as pollock.

Table 1-50 CDQ Directed fishing species

TAC Category Management Area(s)
Arrowtooth flounder BSAI
Atka mackerel EAI/BS, CAIl, WAI
Flathead sole BSAI
Greenland turbot BS
Pacific cod BSAI
Pacific ocean perch EAIl, CAI, WAI
Rock sole BSAI
Sablefish from trawl gear allocation BSAI
Yellowfin sole BSAI

Each allocation would be 10.7 percent of the TAC as a total allocation (direct and nontarget combined).
This species list would be fixed unless subsequently changed by other action. The amended Magnuson-
Stevens Act specifically excludes pollock, sablefish from the fixed gear apportionment, halibut, and crab
from allocation increases. Therefore, the existing CDQ program allocations associated with these four
directed fisheries will not change.

The Magnuson-Stevens Act reauthorization also affects the Council’s recommendation regarding
Component 5 (PSQ allocations). With the exception of halibut, herring, and Chinook salmon, the
prohibited species allowance allocated to the CDQ program as PSQ reserves would be issued at the same
proportion as the CDQ groundfish allocation. This requires that the PSQ percentage allocations for crab
and non-chinook salmon PSQ percentage allocations be increased to 10.7 percent of annual PSC limits.
This effectively increases the program allocations for the crab and non-chinook salmon PSQ categories.
Upon implementation of the Amendment 80 program, halibut PSC would remain at 7.5 percent allocation
for the first two years of the program. Beginning in the third year of the program, the 50 mt halibut
reduction in the PSC allocation for the Non-AFA Trawl CP sector would be allocated to the CDQ
program, in addition to the original 7.5 percent allocation of the trawl halibut PSC limit.

No allocations to the CDQ Program would be made from groundfish TACs that currently do not have
directed fisheries in the BSAI or for those species not considered a directed fishery for purposes of the
CDQ Program. These include Alaska plaice, other flatfish, Al turbot, BS Pacific ocean perch, northern
rockfish, shortraker rockfish, rougheye rockfish, other rockfish, squid, and “other species.” NMFS has
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interpreted that a CDQ program allocation for these TAC categories would not be consistent with the
Magnuson-Stevens Act requirement that CDQ allocations be made for each directed fishery in the BSAI.

The catch of groundfish species that are not allocated to the CDQ Program would be managed under the
regulations and fishery status that applies to the species in all BSAI groundfish fisheries — either MRA’s
would apply or all catch of the species would be required to be discarded. Closure notices for these
species would apply to the CDQ and non-CDQ sectors.

The CDQ Program allocations for groundfish species other than pollock and fixed gear sablefish would
be established slightly differently, depending on species. Some CDQ Program allocations would come
directly from annual TAC limits and others from the nonspecified reserve. The CDQ Program allocations
for Amendment 80 species and Pacific cod would come directly from the TAC for these species. The
CDQ allocations for the remaining directed species with directed fisheries (arrowtooth flounder, BS
Greenland turbot, and sablefish from the trawl gear apportionment) would be funded from that portion of
the nonspecified reserve established from the TAC limits for these non-Amendment 80 species. The
balance of the annual nonspecified reserve would be funded by apportioning 15 percent of the TAC for
those species for which there are no directed fisheries to the reserve. The general establishment and
release of the nonspecified reserve to target fisheries is discussed in Section 1.11.3.1.

Regulation of Harvest

The Magnuson-Stevens Act also requires that the harvest of CDQ allocations for fisheries with individual
quotas or fishing cooperatives be regulated in a manner that is no more restrictive than for other
participants in the applicable sector. This includes the regulation of harvest of non-target species. BSAI
fisheries with individual quotas include the halibut IFQ, sablefish IFQ, and crab IFQ fisheries. At
present, the only BSAI fishery with fishing cooperatives is the AFA pollock fishery.

The fishery management objectives for the CDQ Program include, in general, limiting the catch of all
species allocated to the program to the amount allocated and not allowing catch made under the program
to accrue against non-CDQ portions of TAC limits or PSC limits. The original objectives also include
managing target and non-target species allocations made to the CDQ groups with the same level of strict
quota accountability, and holding each CDQ group responsible not to exceed any of its groundfish CDQ
allocations. These objectives have resulted in some areas of fisheries management regulations,
particularly those associated with equipment requirements, observer coverage levels, catch retention, and
catch accounting, being more stringent then comparable requirements for the non-CDQ fisheries. Per the
requirements of the Magnuson-Stevens Act, the fisheries management measures used with the CDQ
fisheries must now be aligned with the measures used in comparable fisheries. NMFS is developing an
analysis to identify inconsistencies between the harvest regulations in the CDQ fisheries and other IFQ
and cooperative fisheries; this will provide a basis for initiating rulemaking to make appropriate
regulatory changes.

The implementation of Amendment 80 could mean that there would be additional BSAI fisheries
managed with harvesting cooperatives. Accordingly, NMFS must ensure that the CDQ allocations of the
species categories allocated to cooperatives (the Amendment 80 target species) are managed no more
restrictively or costly than these species are managed in the non-AFA catcher/processor cooperative
fisheries. Section 1.10.6 analysis describes the proposed monitoring and enforcement requirements that
would be implemented to monitor the fishing activity of non-AFA catcher/processors. In general, the
monitoring and enforcement protocols proposed for the non-AFA trawl catcher/processor sector would
elevate requirements to an equivalent or greater level than is currently in effect for comparable groundfish
CDQ fisheries. NMFS proposes that, as part of ensuring that the Magnuson-Stevens Act requirements
pertaining to regulation of harvest are met, participants in the CDQ fisheries for Amendment 80 species
be subject to the same requirements as proposed for non-AFA trawl catcher/processors.
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1.10.4 Effects on Consumers

This section examines the potential effects on consumers of the allocation of the Amendment 80 species
to the H&G trawl CP sector and the development of one or more fishing cooperatives. To allow an
examination of the net benefits to the Nation, where possible, the effects on U.S. consumers are
distinguished from the effects on consumers in other markets. As noted in the background section of this
analysis, portions of the sector’s production goes to specific, identifiable consumer markets. Much of the
production, however, enters the broader world market. As a consequence, consumer effects of production
of this fleet are far reaching.

Alternative 1: Status quo

Under the status quo management it is likely that H&G trawl CP participats will continue to produce high
quality frozen head and gut and whole fish, which enter the world market. While much of this fish sold in
the consumer markets of Asia, a portion is preprocessed, packaged, and exported export to U.S. seafood
markets.

Alternatives 2, 3, and 4: Multiple Cooperatives and Single Cooperative

Under Alternatives 2 or 4, production of the H&G trawl CP sector participants is likely to increase, to
some degree. Most vessels in the sector are equipped for producing only frozen whole and/or head and
gut products. Because of vessel size and design limitations, the potential for these vessels to change plant
configurations to process higher-valued, more highly processed product forms is limited."’

Although production is typically high quality, it is believed that some improvements could be achieved
through cooperative allocations, removing pressure to rapidly catch and process fish to maximize
individual vessel catch rates from the fisheries. Improvements will likely be limited to those in a
cooperative, but since most (if not all members of the sector are likely to join cooperatives) these
improvements should be realized throughout the fleet. Improvements in consumer benefits arising from
improved quality are likely to be realized, primarily by Asian consumers. U.S. and European markets may
benefit, although to a lesser extent, if slowing the harvest results in additional production (i.e., less waste
at primary processing) and/or quality improvements. Because that portion of the H&G production that
finds its way into domestic (and EU) markets is first exported for reprocessing in Asia, most of the
anticipated increase in economic surplus is likely to be captured in the value-added stages of the
production chain, rather than passed through the final consumers. Growth in demand for these product
forms in the U.S. market in recent years suggests some potential exists for increased benefits for the U.S.
consumer under these alternatives, although empirical verification and measurement will require some
period of experience with the “new” management regime.

The allocation to the general limited access fishery is likely to follow this same pattern, for the same
reasons just cited.

Under Alternative 3, allocations to the H&G trawl CP sector would be smaller than current harvests or
those under Alternatives 2 or 4. As a result, the allocation to the trawl limited access fishery would be
increased. If the portion of the TACs assigned to the trawl limited access fishery is not harvested, and the
amounts of those fish rolledover to the H&G trawl CP sector cannot be harvested, due to halibut PSC
constraints, total harvests from the fishery could decline. The reduced supply would likely not result in
discernable negative impacts to U.S. consumers, due to large number of substitute products available.

1% Some participants, however, have expressed an interest in upgrades, which could lead to higher processing onboard. The
possibility developing these upgrades depends largely the ability of the fleet to meet stability and load limitations of Coast Guard
regulations, which cannot be predicted. If successful, reconfiguration could allow production of higher valued products, which
could affect the distribution of products to consumer markets (with a likely increase in production for domestic markets).
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Consumer effects under Alternative 3 will also depend on cooperative membership, which could differ
from that under Alternative 2 (see discussion in Cooperative Formation section above). Production from
cooperative fishing is expected to be slightly better quality, perhaps slightly improved recovery rates, and
with possible minor changes in product mix (to higher valued products) by vessels capable of producing
those outputs' .

1.10.5 Effects on Environmental/Non-use Benefits

Improvements in environmental conditions are valued by the public at large. For example, conservation,
preservation, and enhancement of endangered species and their critical habitat are often considered to
have significant economic, social, cultural, and symbolic value to the public. Although Amendment 80
species populations could be of lesser concern to the public than high visibility species such as bald
cagles, it is likely that the public values conservation (in the sense of “wise use”) of these stocks.

The utility gained from simply “knowing” that a stock is well maintained and sustainably managed in its
natural habitat is commonly referred to as a passive-use value. In addition, the public may also value the
careful stewardship of the resource. For example, even if fish stocks are well managed and catch is at a
level that maintains acceptable stock sizes, the public may experience some welfare loss, say, if catch
from the Amendment 80 fisheries are not well utilized (i.c., are wasted). No known studies of these non-
use values, within the context of the BSAI and GOA groundfish fisheries, have been conducted to date,
preventing any quantitative estimates of their potential value. This sector, however, provides a qualitative
analysis of these passive-use benefits.">

Alternative 1: Status quo

In the current fisheries, catch of all species of interest are limited either by TAC or by PSC limits.
Managers monitor harvests inseason, closing the fisheries when the total allowable catch is estimated to
be taken. Managers have become quite adept in their estimates, and have generally succeeded in
maintaining catch below TAC. Occasionally, TACs are exceeded, but overages have not exceeded OFL,
or threatened stocks. Public non-use benefits derived from the management of healthy stocks of these
species are likely to be sustained, if current management is perpetuated.

Although total catch of each species is limited, with few exceptions (e.g., pollock and Pacific cod under
IR/IU) discarding of all species harvested is permitted but limited to the GRS. Secondary species tend to
have low discard rates. Perceived waste, associated with discards of incidental catch, likely reduces any
passive-use value the public may derive from sustainable management of these resources.

Alternatives 2, 3, and 4: Multiple Cooperatives and Single Cooperative

Under Alternatives 2, 3, or 4, catch of all species of interest will continue to be limited by TACs or PSC
limits. These limits should be effectively maintained through the monitoring and management program,
perpetuating any current passive-use public benefit derived from maintenance of healthy stocks.

NOAA Fisheries will make annual, exclusive cooperative allocations for the five allocated species under
Alternatives 2, 3, or 4. The proposed action will require all eligible H&G trawl CP vessels to meet the
GRS. These measures should have the effect of reducing discards of these species, contributing additional
non-use benefits that might arise from productive use of the resource.

If Alternative 3 reduces the harvest of these species below the allowed catch, the unharvested fish will
remain in the BSAI ecosystem. This could be considered an enhanced benefit to the environment.

1 See Footnote 12.

12 This section intends to discuss only the potential public welfare benefits that may accure from the environmental consequences
of each of these alternatives.
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1.10.6 Effects on Management, Monitoring, and Enforcement
Alternative 1: Status Quo/No Action

As noted above, a final rule implementing a minimum GRS for H&G trawl CP vessels greater than or
equal to 125 ft LOA was published on April 6, 2006 (71 FR 17362). The GRS program is scheduled to be
implemented January 20, 2008. There would be no directly attributable effects from Amendment 80,
under the status quo alternative and associated costs would be zero. However, because the GRS program
has been approved, but not yet implemented, costs associated with the GRS program will alter the
Amendment 80 status quo, and are therefore described here.

Because it is necessary to monitor H&G trawl CP vessels to ensure compliance with the GRS, there is
some cost to the industry. The analysis indicates there were 16 active H&G trawl CP vessels greater than
or equal to 125 ft LOA in 2002. NOAA Fisheries estimates that seven of these 16 vessels will have to
install approved marine flow scales and observer stations to be in compliance with the GRS action.

Approved marine flow scales are estimated to cost approximately $50,000. Equipment to outfit an
observer station, including a motion-compensated platform scale to verify the accuracy of the total catch
weight flow scale, would cost between $6,000 and $12,000. Installation costs are more difficult to
estimate. Installation costs for the scales and observer stations could range between $20,000 to over
$100,000. The requirement that every haul be sampled will most likely necessitate the deployment of one
additional observer aboard each of the 16 vessels.”” It is estimated that the annual cost of an additional
NOAA Fisheries-certified observer would be approximately $82,000 per vessel.

While the costs of the GRS program appear high, the Council designed Amendment 79 to minimize costs
by enforcing higher retention rates only on the portion of the fleet with the lowest retention rates. The
Council, in June 2003, stated that the proposed action under Amendment 79 would reduce costs to the
fishing industry relative to the proposed action under Amendment 49, which was approved by the
Secretary in 1997. Amendment 49 would have required all vessels fishing for groundfish in the BSAI
management area to retain all rock sole and yellowfin sole beginning January 1, 2003. “The costs [under
Amendment 79] are far less than what were originally... considered [under Amendment 49], and we’ve
tried to adjust the program to minimize those costs” (Chairman David Benton, NPFMC, June 2003).

It should be emphasized again that, while these costs are uniquely attributable to Amendment 79, they are
presented here, in the Amendment 80 analysis, because they reflect the “status quo” conditions that will
prevail at such time as Amendment 80 is approved and implemented.

Alternatives 2, 3 and 4: Multiple Cooperatives and Single Cooperative
Introduction

The authority for monitoring and enforcement requirements in Exclusive Economic Zone (EEZ) fisheries
stems from a number of National Standards in the Magnuson Stevens Conservation and Management Act
(Magnuson-Stevens Act) and other Federal law. Among these are 1) National Standard 1, stating that
conservation and management measures shall prevent overfishing while achieving, on a continuing basis,
the optimum yield from fisheries in Federal waters; 2) National Standard 7 that encourages decision
makers to consider costs and benefits of proposed Federal actions and whether the action will have
reasonable costs (such as those required to enforce the action) in comparison with the benefits of the
action; and 3) requirements for the consideration of the effects of a Federal action on protected species by
the Marine Mammal Protection Act and Endangered Species Act. Other applicable statutes and executive
orders require NMFS and the Council to consider an action’s effects on various entities, and the costs and

13 A vessel could choose not to carry two observers, but it would have to operate under a NOAA Fisheries approved fishing plan
that shows it will fish in a way that will allow the single observer to sample 100 percent of the hauls. Typically such a plan
requires that the vessel fish and process only 12 hour per day.
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benefits of an action to society. Plans for fishery monitoring (and the resulting compliance of managed
fleets) that consider these criteria, may enhance the effectiveness of a proposed action. For example, in
considering National Standard 1, a monitoring program that failed to discourage the misreporting of catch
could lead to an overfished status of a species and have implications for the optimum yield of a fishery.
The development of effective monitoring and accounting of cost effective programs for target and non-
target species allocations to a fishing sector and/or cooperatives is a challenge.

Over the past 20 years, numerous quota allocation systems have been implemented worldwide.
Proponents of individual or sector quotas hypothesize these systems foster resource stewardship among
the shareholders in the resource, which leads to increased voluntary compliance with conservation
measures. Some have even argued quota holders should be allowed to set their own catch quotas, because
of their vested interest in the long-term viability of the resource. Unfortunately, evidence from previously
implemented individual and sector quota fisheries has tended to show otherwise, and practices such as
high-grading, illegal discarding, and under reporting of catches occur in many quota based fisheries. To
reduce the occurrence of these activities and conform to MSA National Standards, adequate monitoring
and enforcement is vital to implementing any quota based program, including the alternatives currently
under consideration by the Council for Amendment 80.

Monitoring objectives for NMFS-managed quota based fisheries

Based on the lessons learned from other quota based fisheries, to assist in consolidating or reducing effort
in a sector by improving certainty and security of an allocation, and to conform to MSA National
Standards, NMFS believes any rights-based quota fishery must be developed with sufficient safeguards to
meet the following objectives:

NMFS must be able to ensure compliance with regulations governing the fishery. In a rights based
fishery, quota share holders have a strong incentive to maximize the value of each pound of their quota.
One way to do this is to engage in practices such as illegal high grading or under-reporting catch. An
effective rights-based quota management program must recognize that the incentive to engage in these
sorts of activities increases, and management must provide sufficient measures to minimize them.

There must be an authoritative, timely and unambiguous record of quota harvested.

All concerned parties (NMFS, other management agencies, and quota holders) must have access to a
single authoritative record that clearly details the amount of quota harvested. To the extent this record is
edited, all parties must receive, or have access to, the edited record.

Based on experience gained under the CDQ and AFA programs, one may nticipate observer sampling
procedures and NMFS catch accounting processes will be routinely challenged by quota holders.
Contention may be reduced by allowing quota holders or cooperatives to self report catch. However,
quota holders have a financial incentive to under-report certain components of catch and, without a
reliable source for independent information a self reporting system is vulnerable to fraud and may, in fact,
incentivize these practices.

Monitoring challenges specific to Amendment 80 and the head and gut fleet

In addition to the monitoring challenges documented under other quota programs, Amendment 80 has
several unique characteristics that highlight the need for increased monitoring. These are described below:

Availability of halibut PSC and other limiting species may preclude participants’ from fully harvesting
quota.

Components 9 and 10 develop criteria for placing limits on halibut PSC equal to the sector’s historic
use during the qualifying years. Halibut PSC will be allocated to participants, based on the amount of
target species to which they are entitled. If halibut bycatch mortality is higher than the average
mortality encountered during the qualifying years, participants will not be able to fully harvest their
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groundfish allocations. Participants will have a strong incentive to reduce (or underreport) halibut
bycatch.

Observer collected data are the best source of information for species discarded at sea.

With few exceptions, PSC species are required to be discarded at sea. PSC discard information may
be collection in two ways: self reported by the vessel operator, or by an observer. For the reasons
described above, catch composition data collected by an observer onboard a vessel is the best source
of information for NMFS’ accounting of PSC. In contrast, limiting species, such as rockfish, may be
retained and processed and the harvest of these species would be reported. However, maximum
retainable amount (MRA) regulations require vessels to discard certain species when catch amounts
are in excess of the MRA. Vessels retaining a species where retention is limited by an MRA may
choose to retain only high value fish. This practice is commonly known as high grading. Under these
scenarios, observer collected information continues to be the only source of independently verifiable
data on total catch and species composition. Ironically, in light of the foregoing discussion, several
proposed actions under development by the Council are explicitly intended to reduce onboard
observer coverage for significant portions of the groundfish fleet, as well as at inshore processing
plants, and relax the enforcement interval over which time MRA retention amounts must be in
compliance with the catch composition limits, both in the CDQ and non-CDQ sectors.

NMFS would be forced to rely on an expanded determination of catch weight.

In any rights-based fishery, NMFS strives for catch accounting information on a haul-by-haul basis.
Haul specific catch accounting can be achieved in two ways. First, observers could sort and weigh the
entire haul by species. This method would not be a census, but would be a “whole-haul” approach to
catch accounting. Second, a statistically valid approach for estimating catch composition by species
and weight using observer sampling data could be developed. This would involve collecting several
discrete random or systematic samples from within each haul. Next, the weight of each component of
catch would be calculated using a statistical estimator. The resultant estimates would include
measures of precision, but would not account for systematic error or bias.

Amendment 80 intends to provide secure allocations for a multiple species fishery where catches
generally consist of heterogeneously mixed quota and non-quota species or species groups in the
same haul. Because of the magnitude of hauls, diversity of species, and range of vessel
characteristics, it is not feasible to sort and weigh each quota species individually in many north
Pacific fisheries (including flatfish fishery) and current catch accounting models depend on expanded
observer samples for species composition. This catch accounting model is based on the policy
determination that single composition samples from a single haul characterize the composition of the
entire haul without error. Furthermore, NMFS has made a policy determination that this sampling
model is an acceptable basis for haul-specific catch accounting and this approach is an acceptable
proxy for “whole-haul” or “sampling and estimation” based catch accounting described above. NMFS
is taking some steps to enhance an observer’s ability to collect “representative” samples, but no
analytical basis exists for determining how much improvement will result.

Experience with the MSCDQ program has been that observer sampling has been the source of much
of the controversy surrounding issues of quota catch accounting. In most cases, this controversy has
been the result of either flagging an individual species-composition sample as having an anomalously
high incidence of a given species, or attempting to influence sampling protocol in ways that result in a
systematic bias of catch accounting in favor of vessels. Unfortunately, these incidents are not
identified systematically but only when industry perceives it would be to their advantage. Because the
catch composition sample will never be the same as actual catch composition, the amount of rarely
occurring species in each haul will never be correct.
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NMEFS currently bases its calculation of halibut PSC for H&G vessels on approximately 300 kilogram
basket samples, or less depending on the time and space available to the observer, which are
expanded to determine halibut catch for the entire haul. The sampled hauls are then expanded to
determine the quantity of halibut for the unsampled hauls on a trip. The Regional office then
calculates the halibut catch rate from the sampled hauls for each target species. These rates are then
applied to all unobserved vessels to determine total halibut mortality. The degree to which a given
quantity of halibut is expanded varies enormously depending on the fraction of observed hauls and
the fraction of sampled catch in the observed hauls.

Multi-species nature of the allocation.

This program would allocate at least five main target species: yellowfin sole, rock sole, flathead sole,
Atka mackerel, and Aleutian Islands Pacific Ocean perch (POP). However, other target species which
are unallocated could be more valuable per ton and, therefore, cooperatives would wish to operate in
such a manner as to optimize their allocated species. At some point, the availability of one quota
species will limit the full harvest of all other quota species. Ideally, cooperatives would harvest the
majority of their allocated species first and, to the extent TAC for unallocated species remains in the
restricted access fishery, they then would seek to harvest unallocated target species. However, the
desire of a participant to maximize his or her share of unallocated species in the restricted access
fishery may cause them to harvest unallocated species early and fail to reserve sufficient quantities to
accommodate the actual bycatch needs of primary species allocations. This could create an incentive
to misreport catches of allocated species in restricted access fisheries, which are traditionally
managed at the fleet level.

Blending of quota-based species and non-quota based species under this program.

Amendment 80 does not envision the allocations of other groundfish species caught during normal
H&G fishing operations. Rather, these species will be managed under current MRA regulations.
Under Amendment 80, vessels engaged in directed fishing for allocated species may top off on
unallocated species in bycatch status. As the relative values of various groundfish targets change
across time, these top-off fisheries could become significant. Depending on the nature of the top-off
activity, this aspect of the fishery could increase demands on available halibut PSC. For example,
demand for arrowtooth flounder has increased dramatically in the past year as new markets have been
developed. If participating vessels were allowed to top-off at the current rate, they would be allowed
to harvest an amount of arrowtooth flounder equal to 35 percent of their quota species. Given the high
halibut bycatch associated with arrowtooth flounder relative to other allocated species, this would
clearly increase the use of halibut PSC and create monitoring program challenges. Halibut PSC
allocations, however, could limit the ability of participants to top-off on these unallocated species, to
the extent the monitoring and enforcement was sufficiently robust.

Recent enforcement actions highlight concerns over presorting.

NOAA General Counsel recently prosecuted two separate cases where vessels in the H&G fleet
intentionally interfered with observer samples by removing halibut from catch prior to observer
sampling, and then discarded the halibut after the observer had completed sampling. In both cases,
presorting activities were highly sophisticated and involved numerous crew members. For the reasons
described above, Amendment 80 would increase the incentives for misreporting target quota and PSC
species, and/or interfering with observer sampling of limiting species. As the potential for these
activities increases, minimum monitoring requirements must also increase to ensure NMFS’
objectives for quota accounting are met.

Monitoring tools appropriate for Amendment 80

As described in earlier sections, Amendment 80 creates monitoring and catch accounting challenges that
are greater than other quota programs. To meet these challenges, additional requirements will be needed
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to manage these sector allocations. On June 27, 2005, and December 16, 2005, NMFS staff met with
representatives of the H&G fleet to discuss proposed monitoring components for Amendment 80. The
proposed monitoring components (for all alternatives except the status quo) described below reflect these
discussions.

Some of the alternatives currently under consideration by the Council for Amendment 80 could create
scenarios where some vessels operate in a cooperative, while others may operate in a restricted access
fishery. Options also exist for allocating certain non-target species to the sector as a hard cap or as a soft
cap. Where soft caps are proposed, species not open to directed fishing are retained in restricted amounts
under a MRA. Monitoring challenges could vary widely depending on Council recommendations to the
Secretary, or fleet behavior. For example, if one or two eligible vessels choose to operate in the restricted
access fishery, these vessels would be allocated a portion of the overall available allocation. These vessels
may have incentives to maximize efficiencies and productivity similar to those vessels operating in a
cooperative, or they may have an incentive to continue to race for fish. From a monitoring perspective,
management challenges associated with cooperatives and non-coops are very similar under Amendment
80, especially if a set of vessels believes access to a catch amount is secure. For these reasons, vessels
that choose to participate in non-cooperative fisheries would also be subject to increased
monitoring standards. For vessels that target the same species under different management programs,
monitoring program complexity would be reduced.

Amendment 80 does not propose to allocate all historically targeted species. Under some alternatives,
vessels could target allocated and non-allocated species during the same trip. The monitoring objectives
and management structure are different between quota fisheries and non-quota fisheries, but switching
monitoring programs could be costly and create significant enforcement challenges. Consequently,
monitoring standards would be in place for all vessels subject to Amendment 80 while fishing in the
BSALI. Because of the similar nature and monitoring challenges associated with MSCDQ fisheries, CDQ
regulations would be revised to clarify that all non-AFA trawl catcher/processors would also be subject to
these monitoring standards when fishing MSCDQ.

Amendment 80 also proposes to implement harvest restrictions for multiple species while fishing in the
GOA. Some of these species are the same as would be targeted under the GOA rockfish pilot program.
Vessels subject to Amendment 80 could simultaneously harvest fish in the GOA under several different
management programs, and it would be difficult to account for fish under each of these scenarios. For
example, a vessel may choose to target fish subject to Amendment 80 sideboards, and then target fish
subject to the GOA rockfish pilot program during the same trip. Each of these species groups could be
subject to differing harvest limitations, including MRAs. This necessitates separate accounting of catch
for each specific program and purpose. As stated above, NMFS must be able to ensure compliance with
regulations governing the fishery and there must be an authoritative record of quota fish harvested. To
create an enforceable accounting of fish harvested under multiple management programs, vessels
subject to Amendment 80 sideboards would need to offload all fish from the vessel, prior to it
entering or exiting any fishery authorized under the GOA rockfish pilot program.

The standards envisioned under Amendment 80 are more rigorous than those developed for the AFA
pollock fishery. AFA pollock fisheries differ from H&G fisheries in that only one species is allocated
under the AFA, and incidental catch is generally very low. Under Amendment 80, multiple species (but
not all species) would be allocated to the H&G fleet. In some instances, allocated species may be fished in
a restricted access fishery by the same vessels. These increased complexities create the need for a more
intricate monitoring program than the AFA, where a single species is managed.

All vessels would be required to weigh all catch on NMFS-approved scales and provide an observer work
station.

NMFS-approved scales would be inspected annually and tested daily when in use to ensure they are
accurate. Because observer samples would be extrapolated to the entire haul, catch from each haul
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would be required to be weighed separately on the scale. To facilitate separate weighing, catch from
each haul could not be mixed with other hauls. Vessels would also be required to provide an observer
work station where an observer can work safely and effectively. Stations would meet specifications
for size and location and be equipped with an observer sampling station scale, a table, adequate
lighting, floor grating, and running water. Each observer sampling station would be inspected and
approved by NMFS, annually.

All hauls would be available to be sampled by NMFS-certified observers.

Typically, this would mean at least two observers per vessel. Each observer would work 12 hour
shifts. Vessel fishing practices would be conducted in such a manner that each observer could
complete the sampling duties outlined in the Observer Program sampling manual
(http://www.afsc.noaa.gov/refm/observers/Manual pages/MANUAL pdfs/manual2006.pdf). To the
extent that the number of hauls sampled would increase from the status quo, vessels may have to
modify their fishing practices to accommodate these work restrictions. Regulations specific to
equipment for catch weighing and sampling are found at §679.28. Observer requirements are found at
§679.50.

Additional proposed requirements to facilitate observer sampling of unsorted catch.

The following five items describe proposed requirements necessary to facilitate the collection of
unsorted species composition samples:

1. Vessels would be prohibited from having more than one operational line, or other conveyance
device for the mechanized movement of catch between the scale used to weigh total catch and the
location where the observer collects species composition samples. Many vessels in this fleet
currently operate with two separate production lines. Because observer program sampling
procedures assume an observer has access to all unsorted catch, dual sample collection points are
unacceptable for catch accounting on a haul-by-haul basis. While vessels could continue to
operate dual production lines, an observer must have access to all unsorted catch at a single
location. Vessels fishing in CDQ and AFA fisheries are also subject to these restrictions. In
particular, many vessels in CDQ fisheries have devised creative solutions to comply with this
requirement. For this reason, NMFS believes this requirement would not create an undue burden
on vessels currently operating with dual lines.

2. The observer must be able to view all the activities of crew inside the bin, located prior to where
the observer collects unsorted catch. This requirement would help the observer ensure his or her
sample consists of unsorted catch, and that no presorting activities are occurring. The vessel
would be required to choose, and have approved at the time of the observer sampling station
inspection, one of three options to meet this requirement. These options are:

* Limit tank access option. No crew would be allowed inside the bin unless the flow of fish has
been stopped between the tank and the location where the observer collects unsorted catch, and
all catch has been cleared from all locations between the tank and the location where the observer
collects unsorted catch, and the observer has been given notice that vessel crew must enter the
tank. Also, the observer would be required to be given the opportunity to observe activities of the
person(s) in the tank. H&G representatives are concerned that a total ban on crew entering the
fish bin would prevent the flow of fish in rockfish fisheries or cases where mud prevents the
natural flow of fish from the bin. Therefore, when informed by the observer that all sampling
activities are completed for any haul, crew would be allowed to enter the bin without meeting the
requirement of stopping the flow of fish and clearing catch between the tank and location where
the observer collects unsorted catch. These requirements would allow observers to monitor
activities within the bin or tank while maintaining sample collection protocols.
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* Line of sight option. From the observer sampling station and the location from which the
observer collects unsorted catch, an observer must be able to see all areas of the bin where crew
could be located. This requirement may be accomplished by creating a viewing port inside the
bin, and would be approved by NMFS during the observer sample station inspection.

* Video option. A vessel may provide and maintain cameras, a monitor, and a digital video
recording system for all areas of the bin where crew could be located. The video data must be
maintained and made available to NMFS upon request for no less than a 120 day period. This
option would also be subject to approval by NMFS at the time of the observer sample station
inspection.

If the Line of Sight Option or the Video Option fails to meet the standard of allowing the observer to view
all the activities of crew in the bin (for example, if a camera system becomes inoperable during any
fishing trip), then the vessel must revert to the Limit Tank Access Option

Previous versions of this analysis described a flexible monitoring approach that would allow vessel
owners or operators to propose a vessel specific Vessel Monitoring Plan (VMP) that would be approved
by NMFS if the VMP met certain monitoring performance standards. Vessels operating under a NMFS
approved VMP would be exempted from regulations prohibiting crew members in fish bins where
unobserved presorting of catch can occur.

Since that time, NOAA General Counsel identified its concern with the legality and enforceability of
regulations that allow individual waivers from general provisions of regulatory programs, e.g.,
contractual-like individual exceptions to the general regulatory prohibition on crew in bins. Difficulties
also were identified that thwarted the development of regulatory criteria for VMPs for all the non AFA
trawl catcher processors which would: (1) be enforceable, (2) consistently and effectively meet the
objectives of an adequate catch monitoring program, and (3) be efficient and cost effective for the agency
to implement. Further, we learned from conversations with industry that the type of VMPs being
contemplated could easily be accommodated by a fairly simple set of regulatory provisions that addressed
agency concerns. Specifically, vessels could use video technology, or factory modifications to ensure that
an observer has an unobstructed line-of-sight from the observer sample station into the fish bin so that any
sorting activity could be monitored.

For these reasons, NMFS has decided not to propose VMPs as a monitoring option for Amendment 80.
Rather, the items described above have replaced this proposed requirement.

3. Unsorted catch would be prohibited from remaining on deck outside of the codend without an
observer present, except for fish accidentally spilled from the codend during hauling and
dumping. NMFS feels fish that remain in a codend do not present a large opportunity for
presorting activities. However, unsorted catch on deck outside of a codend could easily be subject
to presorting.

4. A vessel operator would be required to document the flow of fish within the vessel’s factory. This
description would include all live tanks, any sorting areas, total catch weighing scales, any incline
belts, and any other aides or hindrances to the flow of fish. Additionally, the document must
describe the procedure for testing of scales used to weigh total catch, where the test weights or
equipment used to test the scales are stored, and the personnel responsible for testing the scale.
These descriptions will assist observers in assessing sampling procedures, and identifying
potential violations.

5. Sample station space requirements for AFA were implemented for a fishery where the large
majority of catch is pollock, and partial hauls are commonly taken. During partial haul sampling,
observers collect bycatch from a known portion of a haul. On an AFA vessel, substantial space is
required to take these larger partial haul samples. However, because of the multi-species nature of
this fishery, partial haul sampling is rarely an option for observers. Thus, almost all samples taken
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in these fisheries are basket samples. Even though space available for observer sampling aboard
H&G vessels is restricted, space for 10 baskets is the minimum necessary for basket sampling..
Depending on the vessel, sample station space requirements could be insufficient to store basket
samples. NMFS would only approve observer sample stations that could store 10 observer
baskets.

Each vessel would be required to provide the opportunity for a pre-cruise meeting.

Pre-cruise meetings would require vessel operators to notify NMFS 24 hours prior to departure for a
fishing trip. Pre-cruise meetings have three primary goals:

1. Establish a professional working relationship early in the observers’ interactions with vessel
personnel;

2. Clarify prior to embarking on a fishing trip what is expected of each participant according to
regulations;

3. Provide both the observer and the vessel personnel an opportunity to discuss specific issues
prior to those issues becoming problems.

A pre-cruise meeting would include at least one NMFS staff member, the vessel operator and the
observer(s). NMFS has offered pre-cruise meetings to vessels on a voluntary basis for the last 5 years
and participants in these meetings have found them to be extremely beneficial. Given Amendment 80
could be monitored with a new monitoring system, observers and vessel personnel would benefit
from a mutual understanding of the observers’ role.

Monitoring tools appropriate for vessels subject to Amendment 80 sideboards in the GOA

Previous versions of this analysis required vessels subject to Amendment 80 sideboards in the GOA to
maintain all the monitoring standards described above. The rationale for this increased monitoring was
that the Council proposed to manage these sideboards at the cooperative level, rather than at the sector
level. During final Council action, Amendment 80 sideboards were changed to a sector level limit. This
modification to the preferred alternative changed the need for some of the monitoring standards proposed
above. Vessels subject to Amendment 80 sideboards in the GOA would be relieved of the following
monitoring standards when fishing in the GOA:

Flow scale and observer sample station requirements

Flow scales and observer sample stations assist the observer in obtaining accurate haul by haul
accounting of total catch. Because NMFS would be able to make closure decisions at the sector
rather than coop level, flow scales and observer sample stations are not required for the GOA
sideboards. NMFS would be able to rely on observer estimates of total catch for catch
accounting. Inaccuracies associated with observer estimates as well as any inaccuracies that
result from the observer not having a sample station, would be expanded to the fleet wide level
and will average out over the fishery. As observer sample stations would no longer be required,
vessels harvesting Amendment 80 sideboards in the GOA would not be required to provide space
for at least 10 observer baskets.

While Council final action modified monitoring needs for vessels subject to Amendment 80 GOA
sideboards, many of the monitoring challenges described above remain. Vessels would be allocated a
halibut PSC limit based on their historical PSC usage. If halibut bycatch mortality is higher than the
average mortality encountered during the qualifying years, participants would not be able to fully harvest
their sideboard limits of the target species. Participants would have a strong incentive to reduce or
underreport halibut bycatch. Additionally, catch composition data collected by an observer onboard a
vessel are the best source of information for NMFS’ accounting of PSC. Therefore, vessels subject to
Amendment 80 GOA sideboards would still need to meet the following monitoring tools in order to aide
observers in obtaining PSC on a haul by haul basis:

166 Secretarial Review Draft April 20, 2007



BSAI Groundfish Amendment 80 Regulatory Impact Review

100% Observer Coverage

NMES currently uses both observer data and WPRs to account for catch on CPs. When observer data is
available, it is used as the best record of catch. When it is not available, the WPR is used.

NMEFS considers the WPR to be an inferior tool for total catch accounting. CPs process all of their
groundfish catch offshore and vessel operators report the production weight of groundfish catch on
WPRs. To convert this production to an estimate of the round weight of fish, NMFS managers apply a
published product recovery rate (PRR) to the production weights, and add an estimate of discard which is
also reported on WPRs. NMFS considers observer collected data to be a better measure of total catch than
self reported WPR data for the reasons described below.

* Observers undergo rigorous post cruise debriefings, where their sampling methods are assessed
for consistency with observer program sampling policies and observer data is reviewed for errors
and accuracy. Because observers are debriefed by NMFS in a consistent manner, observer
collected data, in general, helps to create a level playing field for all vessels. Problems with
observer data are addressed within NMFS in an efficient manner. NMFS Enforcement may audit
WPRs for errors, but these activities are costly and are undertaken far less consistently that the
observer debriefing process. Additionally, recourse for misreported data on WPRs is through
enforcement actions. Occurrences of misreported WPR data could take considerable time to
resolve.

* All CPs are required to provide computer hardware and communications devices for use by an
observer to transmit data to NMFS in a timely manner. NMFS installs software which facilitates
data entry, initial screening of the data for errors, and communicates with NMFS software at the
observer program. For the most part, this data is available for use by inseason managers the day
after data collection. In contrast, WPRs are reported on a weekly basis.

* Observers collect information on a finer scale than is available through the WPR reporting
process. For example, vessels may fish in two or three separate reporting areas and aggregate
production by week and area. In contrast, observers collect haul by haul data and report locations
for each haul, and species composition of sampled hauls.

* Observer data is more consistently reported. In 2005, 30 WPRs had not been received by NMFS
as of November 3. In contrast, observer data is consistently available when an observer is
onboard.

* As NMFS manages species on an increasingly finer scale as a result of more complicated
management programs recommended by the Council, NMFS becomes more reliant on accurate
speciation of catch. For example, the Council and NMFS are considering separating management
of dusky and dark rockfish, which are sometimes difficult to differentiate. While many fishermen
are experts at species identification, they are rarely formally trained. Observers undergo a
minimum of 120 hours of training with considerable time spent on species identification. Every
observer is tested on their ability to identify fish, and their identifications are verified by NMFS
staff during the debriefing process.

* Observers sample for all species and this information is expanded to represent a proxy for total
catch. In contrast, only retained and processed species are counted and reported on WPRs.
Additionally, many CPs did not report some non-target species. These vessels may not have
harvested these species. However, high abundance species commonly incidentally caught in these
fisheries are unreported on WPRs but reported by observers. NMFS cannot verify the accuracy of
incidentally harvested species reported on WPRs.

NMEFS currently bases its calculation of halibut PSC for H&G vessels on approximately 300 kilogram
basket samples, or less depending on the time and space available to the observer, which are expanded to
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determine halibut catch for the entire haul. The sampled hauls are then expanded to determine the
quantity of halibut for the unsampled hauls on a trip. The Regional office then calculates the halibut catch
rate from the sampled hauls for each target species. These rates are then applied to all unobserved vessels
to determine total halibut mortality. The degree to which a given quantity of halibut is expanded varies
enormously depending on the fraction of observed hauls and the fraction of sampled catch in the observed
hauls. In order to reduce this expansion and thereby increase the reliability of halibut PSC rates, 100%
observer coverage would be required aboard any Amendment 80 vessel participating in Gulf of Alaska
sideboard fisheries.

In order to generate reliable estimates of catch consistent across all catcher processors,

NMEFS would require 100% observer coverage on all Amendment 80 vessels that participate in Gulf
of Alaska sideboard fisheries.

Vessels would be prohibited from mixing hauls inside the bin.

Observers face many difficulties with sampling when hauls are not kept separate inside the bins.
Observers must approportion their sample data to each individual haul because the NMFS catch
accounting systems are designed around sampling the catch of individual hauls. Therefore,
vessels subject to Amendment 80 GOA sideboard limits would be prohibited from mixing hauls.

Additional proposed requirements to facilitate observer sampling of unsorted catch.

The following three items describe proposed requirements necessary to facilitate the collection of
unsorted species composition samples for halibut PSC accounting:

1. Vessels would be prohibited from having more than one operational line, or other conveyance
device for the mechanized movement of catch between the scale used to weigh total catch and
the location where the observer collects species composition samples. Many vessels in this fleet
currently operate with two separate production lines. Because observer program sampling
procedures assume an observer has access to all unsorted catch, dual sample collection points
are unacceptable for catch accounting on a haul-by-haul basis. While vessels could continue to
operate dual production lines, an observer must have access to all unsorted catch at a single
location. Vessels fishing in CDQ and AFA fisheries are also subject to these restrictions. In
particular, many vessels in CDQ fisheries have devised creative solutions to comply with this
requirement. For this reason, NMFS believes this requirement would not create an undue burden
on vessels currently operating with dual lines.

2. The observer must be able to view all the activities of crew inside the bin locate prior to where
the observer collects unsorted catch. This requirement would help the observer ensure his or her
sample consists of unsorted catch, and that no presorting activities are occurring. The vessel
would be required to choose, and have approved at the time of the observer sampling station
inspection, one of three options to meet this requirement. These options are:

* Limit tank access option. No crew would be allowed inside the bin unless the flow of fish has
been stopped between the tank and the location where the observer collects unsorted catch, and
all catch has been cleared from all locations between the tank and the location where the observer
collects unsorted catch, and the observer has been given notice that vessel crew must enter the
tank. Also, the observer would be required to be given the opportunity to observe activities of the
person(s) in the tank. H&G representatives are concerned that a total ban on crew entering the
fish bin would prevent the flow of fish in rockfish fisheries, or cases where mud prevents the
natural flow of fish from the bin. Therefore, when informed by the observer that all sampling
activities are completed for any haul, crew would be allowed to enter the bin without meeting the
requirement of stopping the flow of fish and clearing catch between the tank and location where
the observer collects unsorted catch. These requirements would allow observers to monitor
activities within the bin or tank while maintaining sample collection protocols.
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* Line of sight option. From the observer sampling station and the location from which the
observer collects unsorted catch, an observer must be able to see all areas of the bin where crew
could be located. This requirement may be accomplished by creating a viewing port inside the
bin, and would be approved by NMFS during the observer sample station inspection.

* Video option. A vessel may provide and maintain cameras, a monitor, and a digital video
recording system for all areas of the bin where crew could be located. The video data must be
maintained and made available to NMFS upon request for no less than a 120 day period. This
option would also be subject to approval by NMFS at the time of the observer sample station
inspection.

If the Line of Sight Option or the Video Option fails to meet the standard of allowing the observer to view
all the activities of crew in the bin (for example, if a camera system becomes inoperable during any
fishing trip), then the vessel must revert to the Limit Tank Access Option.

3. Unsorted catch would be prohibited from remaining on deck outside of the codend without an
observer present, except for fish accidentally spilled from the codend during hauling and
dumping. NMFS feels fish that remain in a codend do not present a large opportunity for
presorting activities. However, unsorted catch on deck outside of a codend could easily be subject
to presorting.

Costs, effects, and benefits of monitoring program

This section summarizes the costs and provides an impact analysis of monitoring components for all
H&G vessels that would be subject to Amendment 80. It applies to the action alternatives regardless of
the alternative adopted by the Council. The section below, describes some of the known accounting costs,
the effects of imposing these costs on the sector, and other potential benefits of this monitoring.

Costs and effects associated with scales, observers, and observers sampling stations under status quo

The monitoring needs for AFA C/Ps resemble those of the H&G fleet operating under any Amendment
80 action alternative. Based on NMFS experience with the AFA fleet, some data have been obtained on
the accounting costs of purchasing and installing equipment, modifying factories, and retaining observers
on vessels potentially regulated by this action. Data are not available on other opportunity costs of these
requirements, but, where possible, qualitative discussion is included. Other variables that may affect
producer and consumer surplus of this monitoring program are discussed, but they are speculative.

A final rule implementing a Groundfish Retention Standard (GRS) was published on April 6, 2006 (71
FR 17362). Under these regulations, all vessels would be required to weigh all catch from each haul
separately on NMFS-approved scales. The scales would be inspected annually, and tested daily when in
use, to ensure they are accurate. Vessels would also be required to provide an observer work station
where an observer can work safely and effectively. The stations would meet specifications for size and
location and be equipped with an observer sampling station scale, a table, adequate lighting and running
water. Each observer sampling station would be inspected and approved by NMFS, annually. All hauls
would be sampled by NMFS-certified observers. Regulations specific to equipment for catch weighing
and sampling are found at §679.28. Observer requirements are found at §679.50.

Approved flow scales cost approximately $50,000. Equipment to outfit an observer station, including a
motion-compensated platform scale to verify the accuracy of the flow scale, cost between $6,000 and
$12,000. Installation costs are much more difficult to estimate. Due to space constraints on many C/Ps,
the need to relocate sorting space and processing equipment, and the wide range of configurations on
individual vessels, the installation cost range for the scales and observer sample stations could be between
$20,000 and $250,000 per vessel. Installation costs exceeding $100,000 are expected to be rare. The total
cost of purchasing and installing flow scales to weigh groundfish catch on H&G vessels may range
between $76,000 and $300,000 per vessel (Alan Kinsolving, NMFS, pers. comm, April, 2005). Some
H&G vessels participate in other fisheries that have heightened monitoring requirements and have already
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installed flow scales and/or sample stations. These vessels may not incur any additional costs directly
attributable to this Amendment 80 provision. Additionally, vessels subject to Amendment 80 sideboards
and only fishing in the GOA would not be required to install a flow scales and sample station. Table 1-51
lists H&G vessels active in 2004, and their current flow scale and sample station status.

Table 1-51  Active HT-CPs with Vessel Length, Flow Scale & Observer Sampling Station Status

VESSEL NAME Length Flow Scale Observer Station
GOLDEN FLEECE 104 No No
ALLIANCE 107 No No
TREMONT 124 No No
OCEAN ALASKA 107 Yes Yes
ENTERPRISE 120 No Not Certified
DEFENDER 123 Not Approved Not Certified
VAERDAL 124 Not Approved Not Certified
REBECCA IRENE 140 No No
CAPE HORN 158 No No
ALASKA RANGER 203 No No
ALASKA WARRIOR 215 No No
ALASKA SPIRIT 221 No No
ALASKA VICTORY 227 No No
ALASKA JURIS 238 No No
LEGACY 132 Not Approved Not Certified
CONSTELLATION 150 Not Approved Not Certified
UNIMAK 185 Not Approved Not Certified
ARICA 186 Not Approved Not Certified
AMERICAN NO | 160 Yes Yes
U.S. INTREPID 185 Not Approved Yes
OCEAN PEACE 219 Yes Yes
SEAFISHER 230 Yes Yes
SEAFREEZE ALASKA 295 Yes Yes

Affected vessels with approved flow scale and certified observer station — 5
Affected vessels with unapproved flow scale but certified observer station — 1
Affected vessels with unapproved flow scale and uncertified observer station — 6
Affected vessels with no flow scale and uncertified observer station — 1

Affected vessels with no flow scale and no observer station — 10

Sources: NMFS AKR and NPGOP, 2005.

A vessel operator would be required to provide a document which describes the flow of fish within the
vessel’s factory. This description would include all live tanks, any sorting areas, total catch weighing
scales, any incline belts, and any other aides or hindrances to the flow of fish. Additionally, the document
must describe the procedure for testing of scales used to weigh total catch, where the test weights or
equipment used to test the scales are stored, and the personnel responsible for testing the scale. These
descriptions will assist observers in assessing sampling procedures, and identifying potential violations.
There are minimal to no costs associated with this requirement.

Observation of every haul would most likely necessitate the deployment of two observers aboard each
vessel. Current regulations require trawl vessels 125 ft. or longer to carry one NMFS-certified observer
100 percent of the time while fishing for groundfish. Therefore, under the proposal that all hauls be
observed, observer coverage on any vessel that operates 12 hours or more per day would be doubled.

Generally, trawl vessels less than 125 ft. are currently required to carry an observer 30 percent of their
fishing days. Under the requirement that all hauls be observed, vessels less than 125 ft. would be required
to increase observer coverage by an even greater amount than those over 125 ft., as compared to the status
quo.

It is estimated that the cost of an additional NMFS-certified observer is about $355 per deployment day
(not including food costs) for each vessel. In 2004, affected vessels 125 ft. or greater, averaged about 179
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observer days per year. Therefore, a conservative estimate of the cost of an additional observer for vessels
125 ft. or greater would be approximately $63,545 per vessel per year.

H&G vessels less than 125 ft. averaged about 26 fishing weeks per year, based on NMFS WPR data. This
equates to about 182 fishing days per year. However, this number is likely high, because WPRs are
submitted on a weekly basis, regardless whether fishing occurred for all seven days. Even though,
currently, H&G vessels less than 125 ft. only are required to carry an observer for 30 percent of their
fishing days, these vessels carried an observer for an average of 69 days, or 37 percent. Increasing
observer coverage from 69 fishing days to 182 fishing days could cost upperwards of $40,115 per vessel.
Since observation of all hauls would be required, an additional observer would cost about $64,610. For a
vessel less than 125 ft. in length, observer coverage costs would increase by approximately $104,725
annually. That is, the estimated total annual observer costs, under the assumption just cited, could be on
the order of $129,220 per vessel for this sector of the fleet.

Under provisions of Amendment 80 that allow for cooperative formation, vessels may choose to slow the
pace of their fishing operations (e.g., to increase efficiencies, enhance recovery rates and product quality,
or decrease the amount of time they operate in marginal weather). If vessel operators choose this pattern
of behavior, it is likely to increase their fishing days and, by default, their observer costs. While these
costs can be expected to increase, they are impossible to estimate now, a priori. It must be the case,
however, that if the operators undertake such fishing changes, the increased observer costs (among others)
are more than offset by the benefits derived through the change, or one will never observe this behavior
(at least not voluntarily).

A variety of other costs are associated with a requirement that vessels install marine scales, including the
cost of reduced efficiency as a result of changes in procedures for harvesting, sorting, discarding, or
processing groundfish. For example, sorting space may be reduced and processing equipment may be
moved to accommodate the scale, possibly reducing the efficiency of the factory. These costs will vary
among the vessels, depending on factory configuration. However, under Amendment 80, where vessels or
coops would receive an allocation of some target species, vessels could slow fishing practices and
increase operating efficiencies without the negative impacts associated with the same behavior under a
race for fish management regime.

Additional crew time may be required to monitor and record information from the scale and to test,
maintain, and repair the scale. NMFS estimates the annual cost of maintenance for scales currently
installed on catcher processors has been approximately $1,500 to $2,000. If season lengths increase, costs
could increase. Finally, vessel operators may choose to purchase spare parts or a back-up scale depending
on the amount of fishing time lost if the scales break down.

Total costs for scale, sample station, and observer requirements for each vessel greater than or equal to
125 ft., range between approximately $64,045 and $365,545. Total costs for scale, sample station, and
observer requirements for each vessel less than 125 ft. range between $182,225 and $406,725.

Because of the high costs associated with increased observer coverage requirements, some owners may
sell their vessel and its history or, if a member of cooperative, idle the vessel allowing other cooperative
vessels to harvest their history. This is likely to benefit a cooperative by idling redundant fishing capacity,
reducing overall operating costs, and reducing expenditures on required monitoring provisions.

In addition to costs borne by the vessels, increases in the number of observer days and their associated
increase in the amount of data collected is expected to raise overall annual costs of the Observer Program.
This budgetary increase can be attributed to additional staffing, augmented spending for observer
sampling equipment, data entry contracts, and travel associated with inspecting sample stations and
conducting pre-cruise meetings. The Observer Program estimates increased staffing and costs associated
with this action to include 3.5 full time equivalent staff positions and approximately $450,000, annually.
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Regulations implementing the GRS program are scheduled to be implemented January 20, 2008. With the
exception of space required for storage of 10 baskets, vessels 125 ft or greater will have small incremental
costs because the costs described above will be implemented under monitoring requirements imposed
under the GRS program. These include observer, flow scale, and sample station requirements. Costs
associated with storage of 10 baskets could vary widely. Vessels less than 125 would not be subject to the
proposed GRS program and increased monitoring requirements under Amendment 80 would include the
costs described above.

Costs and effect associated with other monitoring requirements

Vessels would be prohibited from having more than one operational line, chute, or other conveyance
device for the mechanized movement of catch between the scale used to weigh total catch and the
location where the observer collects species composition samples. Many vessels in this fleet currently
operate with two separate production lines. Because observer program sampling procedures assume an
observer has access to all unsorted catch, dual sample collection points are unacceptable for catch
accounting on a haul-by-haul basis. Vessels could continue to operate dual production lines for a single
haul, but only downstream of the flow scale and the location where the observer collects unsorted
samples. Vessels fishing in CDQ and AFA fisheries are also subject to these restrictions. In particular,
many vessels in CDQ fisheries have devised creative solutions to comply with this requirement.
Additionally, many vessels would be subject to this requirement under the GRS program scheduled to be
implemented in 2008. For these reasons, NMFS believes this requirement would not create an undue
burden on vessels currently operating with dual lines.

Each vessel would detail the amount and location of space to accommodate a minimum sample size for an
observer to sort and store catch. A minimum 300 kg basket sample requires storage for approximately 10
standard observer sampling baskets. This area would be within the observer sample station. Because
requirements described at §679.28 may not accommodate 10 baskets on all vessels, this standard may
require additional space. This standard enables observer(s) to more effectively sample for species
composition. Due to decreased space for processing equipment, there could be costs associated with
slower processing relative to the status quo. However, vessels would likely slow fishing operations for
other reasons. This standard could result in additional factory layout modifications. Vessels have a wide
range of possibilities to meet this standard and it is impossible to estimate the associated costs.

Unsorted catch would be prohibited from remaining on deck outside of the codend without an observer
present, except for fish accidentally spilled from the codend during hauling and dumping. NMFS feels
fish that remain in a codend do not present a large opportunity for presorting activities. However,
unsorted catch on deck outside of a codend could easily be subject to presorting.

Costs associated with these requirements could necessitate modifications to vessel factories. These are
included in estimates of costs associated with observer sampling stations and scales. A variety of
additional costs could be associated with these requirements. For example, sorting space may be reduced
and processing equipment may be moved to accommodate factory changes, possibly reducing the
efficiency of the factory. These costs would vary among vessels, depending on factory configuration.
Furthermore, production efficiencies could be reduced for those vessels required to stop belts to allow
crew in fish bins (described below). However, under Amendment 80, where vessels or cooperatives
would receive an allocation of some target species, vessels could slow fishing practices and increase
operating efficiencies without the negative impacts associated with these requirements under a race for
fish management framework.

A vessel operator would be required to document the flow of fish within the vessel’s factory. This
description would include all live tanks, any sorting areas, total catch weighing scales, any incline belts,
and any other aides or hindrances to the flow of fish. Additionally, the document must describe the
procedure for testing of scales used to weigh total catch, where the test weights or equipment used to test
the scales are stored, and the personnel responsible for testing the scale. These descriptions will assist
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observers in assessing sampling procedures, and identifying potential violations. Costs associated with
this requirement would be minimal.

NMEFS has determined that special catch handling requirements for catcher/processors may subject vessel
owners and operators to additional costs, depending on which of the three monitoring options is chosen.

These options are:

* Limit tank access option. No crew would be allowed inside the bin unless the flow of fish has
been stopped between the tank and the location where the observer collects unsorted catch, and
all catch has been cleared from all locations between the tank and the location where the observer
collects unsorted catch, and the observer has been given notice that vessel crew must enter the
tank. Also, the observer would be required to be given the opportunity to observe activities of the
person(s) in the tank. H&G representatives are concerned that a total ban on crew entering the
fish bin would prevent the flow of fish in rockfish fisheries or cases where mud prevents the
natural flow of fish from the bin. Therefore, when informed by the observer that all sampling
activities are completed for any haul, crew would be allowed to enter the bin without meeting the
requirement of stopping the flow of fish and clearing catch between the tank and location where
the observer collects unsorted catch. These requirements would allow observers to monitor
activities within the bin or tank while maintaining sample collection protocols.

* Line of sight option. From the observer sampling station and the location from which the
observer collects unsorted catch, an observer must be able to see all areas of the bin where crew
could be located. This requirement may be accomplished by creating a viewing port inside the
bin, and would be approved by NMFS during the observer sample station inspection.

* Video option. A vessel may provide and maintain cameras, a monitor, and a digital video
recording system for all areas of the bin where crew could be located. The video data must be
maintained and made available to NMFS upon request for no less than a 120 day period. This
option would also be subject to approval by NMFS at the time of the observer sample station
inspection.

Costs associated with the option to limit crew access could require modifications to vessel factories.
These costs are included in estimates of costs associated with observer sampling stations and scales. A
variety of additional costs could be associated with these requirements. For example, sorting space may
be reduced and processing equipment may be moved to accommodate factory changes, possibly reducing
the efficiency of the factory. These costs would vary among vessels, depending on factory configuration.
Furthermore, production efficiencies could be reduced for those vessels required to stop belts to allow
crew in fish bins while being monitored by an observer. However, under Amendment 80 where vessels or
cooperatives would receive an allocation of some target species, vessels could slow fishing practices and
increase operating efficiencies without the negative impacts associated with these requirements under a
race for fish.

Costs for the line-of-sight option are highly variable depending on bin modifications the vessel may
make, the location of the observer sample station, and the type of viewing port installed. Vessels have a
wide range of possibilities for meeting this requirement and it is difficult to estimate the associated costs.
By incorporating the costs of installing viewing ports with factory modifications made during the
installation of a flow scale, costs could be reduced.

Costs for the video option include cameras, a digital video recorder (DVR), associated software, storage
of the data, installation of the equipment, and maintenance of the system. Because vessel bin
configurations are variable, the costs for a vessel to implement this option to ensure an observer can
monitor activities within a bin could be quite variable, depending on the nature of the system chosen. In
most cases, the system would be expected to consist of one DVR/computer system and between two and
five cameras. DVR systems range in price from $1,500 to $10,000 and cameras cost between $75 and
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$300 each. Storage costs will vary depending on the frame rate, color density, amount of compression,
and image size. The system would be expected to record data at a rate of between 5 and 20 GB
(gigabits)/day. Assuming that a CP fishes for an average of 20 days per trip, the amount of storage space
would be between 100 and 400 GB/per camera, or between 200 (for a two camera system producing
highly compressed images, with 8 bit color density, and a fairly small frame size) and 2,000 GB (for a
five camera system producing moderately compressed images, with 16 bit color density, and a fairly large
screen size). Assuming that vessels choose to purchase redundant storage capacity, and that USB
compatible hard drives cost approximately $1.00 per GB, NMFS estimates that storage will cost between
$400 and $3,000. Installation costs will be a function of where the DVR/computer can be located in
relation to an available power source, cameras, and the observer sampling station. In most cases, the
DVR/computer would be located on the factory deck in an office/lab, if one is available, or in the wheel
house if one is not. It is also possible that vessel owners will choose to build a weather resistant enclosure
for the DVR/computer in or near the observer sampling station. We estimate that a fairly simple
installation will cost approximately $2,000, while a complex installation will cost approximately $10,000.
However, these costs could be considerably lower if the vessel owner chooses to install the equipment
while upgrading other wiring. Thus, total installed system costs would be expected to range between
$4,050 and $24,500 per vessel. Maintenance costs are difficult to estimate because much of this
technology has not been extensively used at-sea by the U.S. fleet. However, we estimate a hard disk
failure rate of 20 percent per year, and a DVR/computer lifespan of three years, or between $680 and
$4,100 per year.

Other effects of the monitoring program

Because Amendment 80 monitoring requirements would include flow scales, observer stations,
observation of every haul, and additional requirements described above; some improvements to
management catch accounting may occur. For example, direct measurement of weight on a flow scale is
likely to be more reliable than observer measurements based on volumetrics and density.

Creation of a program to form one or more H&G cooperative under Amendment 80 is also anticipated to
reduce some industry costs associated with the status quo restricted access fishery by potentially
removing unnecessary fishing effort, reallocating effort to more efficient use, and reducing some
redundant capital investment. Lengthened seasons may result in quality improvements in catch, and
seasonal distribution advantages that could improve revenues in the directed flatfish and mackerel
fisheries. Whether the allocation of species included in the alternatives is sufficiently secure for
operations to form a cooperative and receive these benefits may partially depend upon the technical
feasibility of enumerating resource harvests at the level of an individual firm. Technical feasibility of
measuren&ent and enforcement of goods in creation of secure property is summarized in economic
literature .

A number of variables may be considered by members of the non-AFA CP sector in deciding whether to
join a cooperative. Among these variables are the quality of data about a competing vessel’s reported
catches of allocated species and potentially some unallocated species. These data may affect the expected
value of catch and discard or retention amounts of potentially held and traded (through cooperative
contracts) fish by each competing operation."” Uncertainty in the quality of reported catches of directed

' The premise that information is a critical component of severability and exclusion in property is as old as some of the earliest
literature on the commons. See: THE TRAGEDY OF THE COMMON REVISITED by Beryl Crowe (1969) reprinted in
MANAGING THE COMMONS by Garrett Hardin and John Baden W.H. Freeman, 1977; ISBN 0-7167-0476-5

'3 The role of uncertainty in information is explored in several articles under this website: THE ROLE OF PROPERTY RIGHTS
IN RESOURCE MANAGEMENT URL: http://www.spatialgovernance.com/economics/611lec03A.htm © John S. Cook -
Created on 4 July 2004. “The benefits of rule governed behavior reside in reduced levels of conflict and uncertainty in the use of
resources. In other words, property rights give greater security of tenure and predictability over outcomes than would occur if the
rules did not exist.”
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fisheries, non-target fishery catch and retention, and regulatory discards may lead to insufficiently secure
privileges not amenable to a market system. Thus, one of the intended products of the proposed
Amendment 80 monitoring program is to increase the amount and resolution of data sufficient for
individual quota holders to form a cooperative.

Under Amendment 80, sector and cooperative allocation of target species is intended to improve the H&G
trawl CP sector’s retention and utilization of groundfish. If catch accounting of total groundfish and PSC
for the H&G trawl CP cooperatives are subject to inaccuracy at some level and these stocks are targeted
by other sectors (such as the AFA and halibut/sablefish fisheries), this could also translate into catch
uncertainty for sectors other than H&G trawl CPs. Inaccurate catch and discard estimates of scarce target
resources could impose costs on more than one sector, particularly if a given sector is able to bias
estimates through inadequate monitoring. No data exist to suggest how the value of other fisheries may
improve with differing levels of monitoring. However, we anticipate the initial Council recommendation
for a program or the formation of cooperatives could be impeded at the present level of monitoring.

In the rapidly paced open access groundfish fisheries, the timing of season closures for some directed
species could result in significant over-harvest or under-harvest. It is not possible to determine, with
existing information, if increasing the data available to make these decisions would result in long run
improvements in the utilization of groundfish fisheries, but it is unlikely the additional data collected
under this monitoring program would increase errors in the timing of seasonal openings and closings.

Presently, many vessels in the H&G fleet are required to carry only one observer. Generally, this results
in less than 100 percent of the hauls being sampled. Under the Amendment 80 requirement for two
observers, all hauls would be sampled. NMFS would no longer need to rely on secondary sources, such as
the skipper's estimates or total weekly production figures, as the basis for calculating catch weight for
H&G vessels. This would decrease the number of hauls NMFS would need to extrapolate for this fleet.

For example, if a vessel operates on the fishing grounds for several weeks and has less than 100 percent
of its hauls observed, some of the bycatch calculations for that vessel are based on bycatch rates derived
from other observed hauls and applied to the total catch determination. If NMFS has haul specific
information from observer sampling, improved information on actual bycatch amounts would supplant
the use of data based on a rate from other observed hauls. The extension of coverage to two observers per
vessel would allow every haul to be sampled and could reduce risk associated with the timing of openings
and closings for some groundfish fisheries (i.e., decrease the probability that stocks would be overfished
or under-harvested).

More frequent catch sampling may increase biological information on non-target species. The value of
increased biological data, however, is uncertain. More biological information may or may not translate
into "better" management decisions, or more valuable fisheries.

Under the GRS program, H&G vessels 125 ft or greater will be required to ensure all hauls can be
observed. If this provision is promulgated through final rulemaking, the incremental benefits associated
with Amendment 80 will be reduced because only vessels less than 125 ft. would increase observer, scale,
and sampling station requirements.

Finally, to facilitate composition sampling and catch accounting, each haul’s catch would be weighed
separately on the NMFS-approved scale. Vessels would no longer be able to mix hauls in a fish bin. This
requirement is also contained in regulations implementing the GRS program. However, some H&G
industry members are concerned that prohibiting haul mixing in a restricted access fishery could require
vessels to increase the amount of time a full codend remains on deck. They are concerned this could
decrease the stability of vessels in rough weather by raising their center of gravity. Currently, the United
States Coast Guard is evaluating each vessel’s behavior with regards to carrying fish on deck in the
current regulatory scenario to determine if the GRS program or Amendment 80 is likely to affect the
stability of these vessels relative to the status quo.

Secretarial Review Draft April 16, 2007 175



Regulatory Impact Review BSAI Groundfish Amendment 80

However, vessels greater than or equal to 125 feet would be able to slow their fishing operations under
Amendment 80, and vessels may be less likely to carry full codends of fish on deck. Under this scenario,
there may be increased safety associated with implementation of Amendment 80. Additionally, vessels
with secure allocations could choose when to harvest those allocations. Vessels would be less likely to
operate in adverse weather conditions. Under these scenarios, implementation of Amendment 80 may
significantly increase overall safety for affected vessels. Additionally, vessels may lease or sell their
history to a cooperative if a vessel incurs high costs associated with complying with this requirement.

1.10.7 Effects on Fishing Crew
Alternative 1: Status quo

Crew participation and compensation in the Amendment 80 fisheries are likely to continue in their current
manner, if the status quo management is continued. Most crewmembers currently work several different
fisheries on the same vessel, while some move to other vessels for particular fisheries. Crewmembers are
compensated on a share basis, receiving a percentage of the vessel’s revenues. More experienced
crewmembers and crewmembers in more demanding positions generally receive larger shares. The
existing patterns of participation and compensation are likely to remain about the same, at least until
Amendment 79 is implemented. The affects of Amendment 79 are not known with certainty. If
Amendment 79 increases costs for some vessels to the point they cannot cover their fixed and variable
costs in the long run, they will leave the fishery. Employment in the sector would be reduced. If other
vessels are able to harvest catch of those vessels that leave the fisheries, compensation could increase for
crewmembers of those vessels.

Alternatives 2, 3, and 4: Multiple Cooperatives and Single Cooperative

Alternatives 2, 3, and 4 are likely to have some impact on employment. Fishing can be expected to slow.
In addition, some vessels that have historically participated in the H&G trawl CP sector may chose to no
longer fish in the Amendment 80 fisheries. Notwithstanding this decrease in vessels in the Amendment 80
fisheries, it is likely that some vessels will leave the North Pacific fisheries entirely while some would
continue to fish in GOA fisheries.

An indication of the impacts Amendment 80 cooperative program could have on the H&G trawl CP
sector can be seen from the impacts the AFA had on the pollock catcher/processor sector. Information
from the Report to Congress and the Secretary of Commerce on the Impacts of the American Fisheries
Act completed April 1, 2002, stated that the number of jobs that were lost in the catcher/processor sector
was approximately 1,500, given that nine catcher/processors were retired as part of the Act. Subsequently,
six of the remaining 20 eligible catcher/processors, or 30 percent, were not used to fish pollock by their
owners because, under the AFA harvesting cooperative management structure, the remaining vessels were
able to efficiently harvest the sector’s pollock quota. Given that average crew size on a pollock
catcher/processor is approximately 100, that means that approximately 900 of the 1,500 jobs lost were
because of the AFA retiring vessels. The remaining 600 jobs lost were due to vessels idled because of
they were excess capacity with the cooperative.

Although the H&G trawl CP vessels and fisheries are very different from the pollock catcher/ processor
vessels and fishery, the experience gained from the AFA is that some of the H&G trawl CP vessels will
likely be idled because of the efficiency increases associated with the Amendment 80 cooperative
program. Based on information from Sector and Regional Profiles of the North Pacific Groundfish
Fisheries-2001, for every H&G trawl CP vessel idled, approximately 35 crewmembers will be displaced.

Total crew compensation could also be impacted because of the cooperative program. Crew that remain in
the fisheries could realize more stable employment and an increase in income because wages would be
divided among fewer employees in the sector. It is not known if the owners would modify their wage
scale to reduce crew shares or change to a system of hourly wages for the remaining employees.
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Unfortunately, the experience from the AFA is not a perfect predictor of the impacts that may accure to
the non-AFA sectors through cooperative formation. The vessels in each fishing sector are very different
from one another. The fisheries are also very different. At best, it can be surmised that some H&G trawl
CP vessels will likely elect to exist the fishery.

1.10.8 Effects on Net Benefits to the Nation®
Alternative 1: Status Quo

If the current management of the fisheries allocated under the proposed action were to continue, net
benefits to the Nation are likely to remain close to their current level, until Amendment 79 is
implemented. When Amendment 79 is implemented harvesting costs are expected to increase to some
extent because vessels will incur additional monitoring costs and potential loss in profits from the
requirement to retain catch that was previously discarded for economic and operational efficiency
reasons.

The H&G trawl CP sector will likely continue to focus its fishing efforts on several flatfish species, Atka
mackerel, AI POP and Pacific cod in the BSAI Participants will likely continue to race for fish with some
fisheries prematurely closed due to exceeding halibut PSC allowances. Sector discard rates will likely
improve, but, overall, the retention rates will continue to lag behind the rest of the BSAI sectors.

Given the above impacts, producer surplus is expected to remain at the current level until Amendment 79
is implemented. After Amendment 79 is implemented, producer surplus will decline to some extent, as a
result of the increased monitoring and operating costs imposed under the retention requirements.
Revenues are likely to decline, post-Amendment 79, if lower valued products are produced as a result of
retaining fish that would otherwise be discarded (e.g., fish of sizes that are in lesser demand, that are
without roe, or lower valued species). Consumer prices should not be affected by maintaining current
management, and consumer surplus is likely to remain at its current level. Since most production is
delivered to Asian markets, little (if any) of the effect on consumers is likely to affect U.S. consumers.

Alternative 2

Net benefits to the Nation would likely increase under Alternative 2 relative to Alternative 1. Contributing
to the increase in net benefits to the Nation is the increase in producer surplus from H&G trawl CP sector
participants fishing in cooperatives. Given the favorable groundfish and PSC allocations to the H&G
trawl CP sector, and the ability to form multiple cooperatives under this alternative, it is likely most sector
participants will join a cooperative. These participants would be able to slow the pace of fishing and
processing, thus potentially reducing expenditures on inputs and increasing output (i.e., quality and
quantity) slightly. These participants would also be free to consolidate fishing up to the user cap. With
fewer vessels, the harvesting costs should also decline.

Some additional benefits would also likely accrue from the additional 2.5 percent allocation for the
Amendment 80 species to the CDQ program. The increased CDQ allocation will slow the pace of fishing
and processing, thus potentially reducing expenditures on inputs and increase output slightly. If the CDQ

16 At the October 2004 Council meeting, the Scientific Statistical Committee encouraged staff to consider using cost effectiveness
analysis (CEA) in place of cost-benefit analysis (CBA) or in addition to CBA. Cost-effectiveness analysis can provide a rigorous
way to identify options that achieve the most effective use of the resources available without requiring monetization of all of the
relevant benefits or costs. Generally, cost-effectiveness analysis is designed to compare a set of regulatory actions with the same
primary outcome. The CEA model is applicable if the benefits of the different alternatives are equivalent in order to compare the
different costs. Unfortunately, the benefits of each of the alternatives in this proposed action can only be determine qualitatively,
so the CEA model would likely be ineffective in determining the least cost alternative under this proposed action. In addition,
EO12866 “requires” that a comprehensive benefit/cost framework be employed in assessing all regulatory actions subject to that
rule. Futhermore, OMB strictly “probits” the substitution of CEA for benefit/cost analysis, except in issues bearing directly on
“public health” (e.g., medical drug testing protocols). [See OMB Circular 4-A]
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program fails to harvest their entire allocation, any amount of allocation left unharvested would tend to
reduce net benefits.

This alternative would also require increased monitoring and enforcement costs, necessary for meeting
the GRS for H&G trawl CP vessels under 125 ft. LOA. These costs are associated with additional
observer coverage, costs associated with vessel modification to better allow the catch to be observed, and
slowing processing and harvesting (perhaps below optimal levels) to enable more accurate counts of total
groundfish and PSC catches. Some additional benefits to the Nation could arise through reduction in
discards, since sector vessels under 125 ft. LOA will have to meet the GRS.

A producer surplus would likely be generated under Alternative 2 as a result of pooling individual annual
vessel GRS rates. Vessels that join a cooperative would average their individual annual retention rates
across all cooperative participants, which would help to reduce operation costs for those vessels limited
by the GRS. Overall, each cooperative will seek to minimize the cost of meeting the GRS to the extent
practicable

Under this alternative, consumer surplus could increase. Although production of the sector is typically
high quality, some quality improvements could be achieved as cooperative allocations will remove
pressure to rapidly catch and process fish to maximize catch share from the fisheries. Since these vessels
already produce high quality products because their catch is processed onboard soon after it is harvested,
any quality improvement is likely to be slight. Improvements will be limited to those in cooperative, but
since most (if not all) members of the sector are likely to join a cooperatives these improvements should
be realized throughout the fleet. Since most participants in the sector are limited in their ability to produce
more highly processed products, production choice changes are likely to be limited. Any improvements in
consumer benefits arising from improved quality are likely to be realized by Asian, U.S., and European
consumers, as most of the production from this sector is sold into these markets.

Alternative 3

Net benefits to the Nation would likely be smaller under Alternative 3 relative to Alternatives 2 or 4. It is
difficult to compare the changes in net benefits between Alternatives 1 and 3. The amount of fish the
H&G trawl CP sector can legally harvest under Alternative 3, relative to the status quo, is reduced.
However, the benefits of cooperatives are expected to increase the overall efficiency of the fleet. The
benefit of a cooperative under this alternative will depend on whether a sufficient number of members of
the sector are able to reach agreement and whether persons not in the initial cooperative are able to come
to terms with the cooperative. If no cooperative forms, sector efficiency would be similar to that of status
quo. The separate and limiting allocations (including PSC allocations) to the sector could result in the
sector suffering a loss, relative to the status quo, if a cooperative agreement cannot be reached. If the
cooperative does form, some sector members could remain outside of the cooperative for some time
reducing overall efficiency.

An additional unknown under this alternative is how much of the allocation to the general limited access
fishery will be harvested by other sectors, and how efficient will they be when harvesting and processing
that catch. The allocation to the general limited access fishery under this alternative exceeds the combined
AFA trawl CP and CV sideboards. Without substantial increases in effort by the non-AFA trawl CVs,
large portions of the allocation to the general limited access fishery would go unharvested. If the other
sectors do not harvest their portion of the TAC and large amount of quota are rolled over late in the year,
it may be of less value to the H&G trawl CP fleet than if it was available earlier.

Similar to Alternatives 2 and 4, the Nation would likely see an increase in net benefits from the pooling of
individual vessel annual GRS rates within a cooperative. However, unlike Alternatives 2 and 4, which has
the potentially for multiple cooperatives, Alternative 3 allows only one cooperative. As a result, there is a
chance that some members of the sector will not join the cooperative thus reducing the aggregate benefits
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of pooling annual vessel GRS. In general, members of the cooperative will seek to minimize the cost of
meeting the GRS to the extent practicable, thereby creating a producer surplus under this alternative.

Under this alternative, the CDQ Program would be allocated 15 percent of the annual TAC for each of the
allocated species. The CDQ program would also receive 15 percent of the TAC for the incidental catch
species (with the exception of Pacific cod) taken in the Amendment 80 allocated species. The additional
7.5 percent increase in non-pollock groundfish (except Pacific cod) would likely slow the pace of fishing
and processing for participants in the CDQ program, thus potentially reducing expenditures on inputs and
increase output slightly. However, the benefits will be reduced if the CDQ program fails to harvest their
entire allocation.

Like Alternative 2, this alternative could increase the net benefits to the Nation from the reduction in
discards. However, producer surplus will be reduced, from what it could have been due to an increase in
vessel monitoring costs. These costs are associated with additional observer coverage, costs associated
with vessel modification to better allow the catch to be observed, and slowing processing and harvesting
below optimal levels to enable more accurate counts of total groundfish and PSC catches.

Under this alternative, consumer surplus could increase. Although production of the sector is typically
high quality, some quality improvements could be achieved as cooperative allocations will remove
pressure to rapidly catch and process fish to maximize catch share from the fisheries. Since these vessels
already produce high quality products because their catch is processed onboard soon after it is harvested,
any quality improvement is likely to be slight. Improvements will be limited to those in a cooperative, but
since most (if not all) members of the sector are likely to join a cooperative these improvements should be
realized throughout the fleet. Since most participants in the sector are limited in their ability to produce
more highly processed products, production choice changes are likely to be limited. Any improvements in
consumer benefits arising from improved quality are likely to be realized by Asian, U.S., and European
consumers, as most of the production from this sector is sold into these markets.

Alternative 4

Net benefits to the Nation would likely increase under Alternative 4 relative to Alternatives 1, 2, or 3.
Contributing to the increase in net benefits to the Nation is the increase in producer surplus from H&G
trawl CP sector participants fishing within cooperatives. The favorable groundfish allocation for the
Amendment 80 species, the allocation of the necessary PSC to harvest the allocation, and the ability to
form cooperatives, contributes increases in net benefits to the Nation. Given the allocation of Amendment
80 species under this alternative would be near their historic average levels, the alternative would be
assumed to include enough PSC to harvest their groundfish allocation. The alternative includes the
requirement of “a minimum 30 percent for formation of a cooperative” although it is likely most sector
participants will join a cooperative. These participants would be able to slow the pace of fishing and
processing, thus potentially reducing expenditures on inputs and increasing output slightly. These
participants would also be free to consolidate catch up to the 20 percent user cap. With fewer actively
participating vessels, the fleet’s harvesting costs should decline.

Some additional benefits would also likely accrue from the additional 3.2 percent allocation increase for
the Amendment 80 species to the CDQ program. The increased CDQ allocation will slow the pace of
fishing and processing, thus potentially reducing expenditures on inputs and increase output slightly. If
the CDQ program fails to harvest their entire allocation, any amount of allocation left unharvested would
tend to reduce the net benefits.

The alternative would also require increased monitoring and enforcement costs, made necessary by the
GRS for H&G trawl CP vessels under 125 ft. LOA. These costs are associated with additional observer
coverage, costs associated with vessel modification to better allow the catch to be observed, and slowing
processing and harvesting below optimal levels to enable more accurate counts of total groundfish and
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PSC catches. Some additional benefits to the Nation could arise through reduction in discards, since
sector vessels under 125 ft. LOA will have to meet the GRS.

Like in Alternative 2 and 3, produce surplus is likely to increase given that individual vessel retention
rates would be averaged across all cooperative participants, helping those vessels with historically low
retention rates to lower their operating costs. Collectively, members of each cooperative would seek to
minimize their costs of meeting the GRS to the extent practicable thereby generating additional producer
surplus.

Like Alternative 2 and 3, this alternative would likely yield some increase in consumer surplus. Since
most participants in the sector are limited in their ability to produce more highly processed products,
production choice changes are likely to be limited. Any improvements in consumer benefits arising from
improved quality are likely to be realized by Asian, U.S., and European consumers, as most of the
production from this sector is sold into these markets.

1.11 Components and Option Analysis

Amendment 80 would allocate a percentage (but not all) of the BSAI flatfish, Atka mackerel, and
Aleutian Islands Pacific Ocean perch TACs to the H&G trawl CP sector. The unallocated portion would
be available for a limited access fishery for the remaining trawl sectors with retained trawl catch history
from 1995-2004 and the appropriate LLP endorsement. The amount of catch allocated to the H&G trawl
CP sector will be based on the catch made by all vessels operating as an H&G trawl CP during the years
selected for the allocation calculation. A vessel’s catch history will be assigned to the sector regardless of
whether it qualifies to participate in that sector based on the BSAI Catcher Processor Capacity Reduction
Program. For example, a vessel that harvested yellowfin sole would have that portion of its catch assigned
to the H&G trawl CP section. The vessel would then be required to meet the sector’s minimum landings
requirements, set out in the BSAI Catcher Processor Capacity Reduction Program, to fish in the sector. If
the vessel does not meet the sector’s minimum landings requirements, its catch would still be assigned to
the sector, in proportion to how the landings were made. That vessel would still only be allowed to
harvest fish from the sector’s allocation in which it qualifies.

A description of the four trawl sectors is presented in Table 1-52.

Table 1-52  Description of the four trawl sectors

Sector Description

H&G trawl CPs Trawl catcher/processor vessels that have harvested the required amount of
BSAI groundfish, during the qualifying period, and are not listed by name in the
AFA as being eligible to participate in the directed pollock target fisheries. This
sector includes any catcher/processors that are not listed by name in the AFA,
but are allowed to harvest less than 2,000 mt of pollock annually from the
directed BSAI pollock fishery.

AFA trawl CPs The 20 trawl vessels listed by name in the AFA that are eligible to participate in
the BSAI pollock fishery as catcher/processors. (A decision must be made
regarding the assignment of catch made during the qualification period by the 9
vessels retired under the AFA.)

Non-AFA trawl Catcher Trawl catcher vessels that do not hold an AFA permit to participate in the
Vessels directed BSAI pollock fishery and meet the sector's minimum landings
requirements.

AFA trawl Catcher Vessels - | All catcher vessels assigned an AFA permit making them eligible to target BSAI
pollock. As of 2004, 112 catcher vessels held an AFA permit to participate in
the directed BSAI pollock fisheries. Vessels must meet the minimum landings
requirements as catcher vessels using trawl gear to participate in this sector.
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1.11.1 Component 1 — Species to be Included in Sector Allocations

Component 1 identifies the BSAI groundfish species that will comprise the primary target species group.
Primary target species, in Amendment 80, are those species that will be assigned to the H&G trawl CP
sector as a direct allocation. The amount of each primary target species assigned to the H&G trawl CP
sector will be calculated based on the allocation formula developed by the Council as part of this
amendment. The Council’s motion from the December 2004 meeting that defines the species to be
allocated to the H&G trawl CP sector is listed in the box below.

Component 1 Identifies which species will be included in the sector allocations

*Allocate only the following primary target species to the H&G trawl CP sector: yellowfin sole, rock sole,
flathead sole, Atka mackerel, and Aleutian Islands Pacific Ocean perch. Species could be added or deleted
through an amendment process.

Species that are not allocated to the H&G trawl CP sector under this option would be managed as a non-
target species. Management of non-target species is expected to remain as it is currently managed for all
sectors other than the H&G trawl CP sector, which could potentially be managed using sideboards.
Further discussions of non-allocated species are presented below and in Section 3.2.11. The harvest of
species allocated under this amendment, by members of the H&G trawl CP sector are shown in Table
1-53.

Table 1-53 Non-AFA trawl CP vessel catch of allocated species

Species Retained Catch 1995-2005 Average Catch 1995-2005
Atka Mackerel 499,834 45,439
Al POP 91,501 8,318
Yellowfin Sole 585,727 53,248
Flathead Sole 116,036 10,549
Rock Sole 154,835 14,076

Source: Amendment 80 database

Table 1-54 below shows the target fisheries that various segments of the BSAI fleet participated in during
the 2000 fishing year, as reported in NOAA Fisheries Blend data for that year. This year was selected
because it is included in most of the allocation alternatives under consideration in this amendment, and it
is the year prior to the substantial increases in the BSAI pollock ITACs that have limited the size of many
flatfish ITACs in recent years. Variation in the target fisheries that vessel groups participate in may occur
from year-to-year, but those changes are usually minor since vessels in specific sectors tend to focus on a
few primary species over time

Table 1-54  Target fisheries participated in by various segments of the fleet during 2000

Vessel Group Target Species

H&L CPs Pacific cod, rockfish*, other species, and Greenland turbot

H&L CVs Pacific cod, rockfish*, other species*, Greenland turbot, and arrowtooth flounder*

Jig Pacific cod, rockfish*, and Greenland turbot*

H&G trawl CP Atka mackerel, Pacific cod, other flatfish, rockfish, flathead sole, rock sole, Greenland

turbot, arrowtooth flounder, yellowfin sole, and poIIock1

AFA trawl CP Pollock, Pacific cod, other flatfish*, rockfish*, rock sole, arrowtooth flounder, and
yellowfin sole.
Trawl CV Pollockz, Pacific cod, other flatfish*, rockfish*, rock sole*, and yellowfin sole

Source: NOAA Fisheries Blend data, 2000

Note: An asterisk indicates that minimal amounts of that species were harvested in a target fishery for that species. It is unlikely
those species would be opened to directed fishing by NOAA Fisheries unless that sector formed a cooperative that defined strict
penalties for over-harvesting their portion of the TAC.

'Pollock may only be targeted by the Ocean Peace. They may only target up to 2,000 mt of pollock under current AFA regulations.

2Only trawl catcher vessels that have AFA permits are allowed to participate in the Non-CDQ directed pollock fishery.
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Notably absent from the list of species to be allocated to the H&G trawl CP sector is Pacific cod. It is
anticipated that the H&G trawl CP sector’s harvest of Pacific cod will be managed through current
management measures and/or sideboard limits if this amendment is implemented. However, it is
important to note that a separate FMP amendment is being developed that will focus strictly on Pacific
cod allocations. If that amendment is implemented, it is expected to clearly define the amount of Pacific
cod that may be harvested by each sector of the fleet.

Recall that Pacific cod is currently allocated among various fixed gear and trawl components of the fleet.
The trawl CP component of the fleet is allocated 47 percent of the Pacific cod TAC, after deductions are
made for CDQ allocations and Pacific cod incidental catch needs in other fisheries. The trawl allocation is
then allocated equally between catcher vessels and catcher processors. AFA trawl CPs Pacific cod
harvests are limited to be within their sideboard restrictions. Sideboards for the H&G trawl CP sector
would define the maximum amount of Pacific cod they would be allowed to harvest. Depending on the
size of each sideboard and the number of trawl catcher processors operating outside of the two sectors, the
competition for the trawl CP cod could be limited. That is especially true if the sum of the two sectors’
sideboards is equal to the total trawl catcher processor Pacific cod allocation. Given that the AFA trawl
CP sector is limited to 25.8 percent of the trawl CP allocation of Pacific cod, the remaining catcher
processor vessels can harvest a maximum of 74.2 percent of the overall allocation.

Members of the H&G trawl CP sector will still likely race to catch species that are not allocated to them
in this amendment. Users of common property resources often try to increase their short-term individual
gains by utilizing as much of the available common resources as possible, before other participants in the
fishery can use them. This phenomenon is well documented in the economic literature (National
Academy of Sciences, 1999). However, creating a race for fish should only be a problem if harvesting
those unallocated species creates some perceived benefit to the harvester. This could occur if either, 1) the
incidental catch can be sold at prices that would increase profitability, or 2) that catching the non-target
species at a higher rate allows harvesters to more efficiently harvest their target species. If the species
that are not allocated to sectors do not meet one or both of these criterion, then allowing them to remain
unallocated should not result in an incentive to race to catch them. In that instance, harvesters will
continue to catch them at “normal” incidental catch rates when harvesting their target species.
Conversely, if either criterion is met, an undesirable race-for-fish could result.

The species allocated to the H&G trawl CP sector accounted for a substantial percentage of their revenue
generated at the 1* wholesale level during the years 1995-2005 (see Table 1-55). This percentage will
fluctuate depending on a variety of factors, including 1% wholesale prices and TACs. The revenues
reported in the table below show that, on average, 59.9 percent of the 1¥ wholesale revenue of H&G trawl
CP vessels has been generated by species that would be directly allocated to them under this amendment.
Another species of value to the H&G trawl CP sector is Pacific cod. Pacific cod represented over 17.5
percent of their 1% wholesale revenue over the 1995-2002 time period. The remaining species harvested
by these vessels accounted for just over 22.7 percent of their 1* wholesale revenue. H&G trawl CP
vessels would be expected to continue to generate revenue from species that are not directly allocated to
them. The amount of revenue generated by those species will depend on the amount of PSC the sector is
allocated, the rate of bycatch, and the harvest limits that are placed on those species in Component 12.

Table 1-55 Percentage of first wholesale revenue generated by H&G trawl CP vessels

Year Amendment 80 Species Pacific cod Other Species
1995 66.5% 8.9% 24.6%
1996 70.5% 7.8% 21.8%
1997 77.0% 8.4% 14.6%
1998 54.8% 21.3% 23.8%
1999 49.0% 22.8% 28.2%
2000 47.4% 23.2% 29.4%
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Year Amendment 80 Species Pacific cod Other Species
2001 59.0% 19.3% 21.7%
2002 56.3% 20.1% 23.6%
2003 55.1% 21.4% 23.6%
2004 57.1% 23.3% 19.5%
2005 61.4% 17.4% 21.2%
Average 1995-2005 59.9% 17.5% 22.7%

Source: 1995-2005 NOAA Fisheries Weekly Production Report data and 1> wholesale prices developed by Terry Hiatt.

Selecting the Council’s preferred alternative to define target species would exclude species like Aleutian
Islands Northern rockfish from the direct allocation. Northern rockfish have traditionally been targeted in
the GOA, but have often been discarded in the BSAI under the current derby style fishery due to the costs
associated with processing a species dissimilar to flatfish. However, under rationalization, the fishery
would proceed at a slower pace potentially allowing participants more time to process non-flatfish
species. As a result, there is concern that Aleutian Islands Northern rockfish may become a target fishery
under a rationalization program. Even if Northern rockfish are not opened to directed fishing, any vessel
licensed to operate in the Aleutian Islands would be allowed to retain this species as incidental catch
against the amount of the target species they retain. That behavior could lead to vessels harvesting up to
the legal amount of this potentially valuable species (topping-off) in order to increase overall profits from
their allocation of target species. If this practice is prevalent throughout the fishery, it may result in vessel
operators trying to harvest more of the non-target species before they are placed on PSC status. This could
lead to a race to catch the valuable non-target species'’.

If a race to catch non-target species does occur, management of those TACs would become more of a
focus. NOAA Fisheries would need to closely monitor the harvests of those species to ensure that the
TAC is not exceeded. In addition to closely monitoring these species, they could be managed by limiting
the maximum percentage of the TAC the H&G trawl CP sector would be allowed to harvest (i.e.,
sideboards). Component 12 of Amendment 80 will address issues related to managing the H&G trawl CP
sector’s harvest of species not directly allocated to them.

1.11.2 Component 2 — CDQ Allocations

Amendment 80 contains two separate component (Components 2 and 5) that could increase the
percentage amounts of the groundfish TACs and PSC allocated to the CDQ Program. Component 2
contains three options that would allocate between 7.5 percent and 15 percent of the primary target
species under consideration in Amendment 80 to the CDQ Program. Additionally, Component 2 contains
five suboptions that would specify the percentage amount of incidental catch species (except Pacific cod)
that would be allocated to the CDQ Program along with allocations of primary target species.

In addition, the President signed the Coast Guard and Maritime Transportation Act of 2006 (Public Law
109-241) into law on July 11, 2006, after the Council selected a final preferred alternative for Amendment
80. Among other actions, this Act amends Section 305(i) of the MSA, which pertains to the CDQ
Program. The MSA amendments include a change to make allocations to the CDQ Program as directed
fishing allowances of 10 percent upon the establishment of fishing cooperatives or sector allocations
(Section 305(1)(1)(B)(ii)(1)). Amendment 80 establishes fishing cooperatives and allows such
cooperatives to receive allocations of the primary species affected by this action. The MSA thus requires

17 NOAA Fisheries needs over fishing level (OFL) type authority to close all fishing at the cooperative level if the harvest level
approaches OFL. This approach could also be applied to the sideboards for the cooperatives. With NOAA Fisheries having the
ability to close a particular fishery if a cooperative were approaching the OFL for a particular species, this would avoid closing
the entire fishery to all sectors.
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that, at the same time a mechanism for fisheries cooperatives is established, the CDQ Program allocations
for associated species be increased to 10 percent.

The suite of species affected by the revised MSA includes all of the primary species and most of the
secondary species included in the Council’s recommendation for Component 2. However, while the
Council recommended increasing CDQ Program allocations in the context of hard cap allocations, the
NMEFS believes that such allocations must now be made as directed fishing allowances of 10 percent.
Current management practices for fisheries managed with directed fishing allowances include
establishing an incidental catch allowance (ICA) to account for the catch of a given species in other
directed fisheries. This means that CDQ Program allocations for the species affected by Amendment 80
probably will exceed the 10 percent allocation increase originally recommended by the Council. The
regulatory and FMP amendments necessary to implement this change are thus included in this amendment
package, in order for the Council’s proposal for Amendment 80 to be consistent with the MSA. Further
FMP and regulatory amendments resulting from the Act are undergoing analysis and legal interpretation
by NOAA GC.

Therefore, while this analysis evaluates the effects of several possible options for a CDQ allocation, the
only viable option upon the effectiveness of the proposed action is 10% as a directed fishing allocation.
Refer to Section 1.10.3 for a discussion of the Council’s preferred alternative on the CDQ component and
details on the requirements of the Coast Guard Act that are implemented under Amendment 80.

Component 5 would also specify the percentage of PSC limits allocated to the CDQ Program. Given the
options under consideration, the PSC allocation percentage could range from 7.5 percent to 15 percent of
each of the PSC species currently allocated to the CDQ Program, except for Chinook salmon. Component
2 and Component 5 are similar in that they both provide options for increasing BSAI TAC and PSC
allocations to the CDQ Program. Each of these components is discussed in more detail in Sections 3.4.2.1
and 3.4.2.5.

1.11.2.1 Specific CDQ Allocation Options under Component 2

Amendment 80 contains two separate component (Components 2 and 5) that could increase the
percentage amounts of the groundfish TACs and PSC allocated to the CDQ Program. Component 2
contains three options that would allocate between 7.5 percent and 15 percent of the primary target
species under consideration in Amendment 80 to the CDQ Program. Additionally, Component 2 contains
five suboptions that would specify the percentage amount of incidental catch species (except Pacific cod)
that would be allocated to the CDQ Program along with allocations of primary target species.

Component 5 would specify the percentage of PSC limits allocated to the CDQ Program. Given the
options under consideration, the PSC allocation percentage could range from 7.5 percent to 15 percent of
each of the PSC species currently allocated to the CDQ Program, except for Chinook salmon. Component
2 and Component 5 are similar in that they both provide options for increasing BSAI TAC and PSC
allocations to the CDQ Program.
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Component 2. CDQ allocations for each primary target (Component 1) species in the program shall be
removed from the TACs prior to allocation to sectors at percentage amounts equal to one of the
following:

Option 2.1 7.5%
*Option 2.2 10%
Option 2.3  15%

*For Amendment 80 species, the reserves would be set at 10% of the TAC and all would be allocated to
the CDQ reserves.

CDQ allocations for secondary groundfish species (except Pacific cod) taken incidental in the
primary trawl target fisheries shall be removed from the TACs prior to allocation to sectors at
percentage amounts equal to the following:

Suboption 2.1 7.5%
*Suboption 2.2 10%
Suboption 2.3 15%

Suboption 2.4 At species specific percentages that reflect historical incidental catch rates in
the directed fisheries for the primary species by the Non-AFA trawl Catcher Processor sector
during 1998-2003.

Component 2 provides a range of options associated with modifying the CDQ percentage allocations of
the primary target species TACs. This includes three options for the percentage allocations of yellowfin
sole, rock sole, flathead sole, Atka mackerel, and Al Pacific Ocean perch that could be made to the CDQ
Program: 7.5 percent (the current percentage amount), 10 percent, and 15 percent.

In April 2006, the Council added language to the proposed action to reduce the reserves to 10 percent of
the TAC for the species allocated under this action and would allocate the entire reserve to the CDQ
program. As noted in Section 3.2.3.1, NOAA Fisheries annually deducts 15 percent of the BSAI TAC for
each of the target species (expect pollock and the hook-and-line and pot gear allocations for sablefish) for
a reserve. The reserve is not designated by species and any amount of the reserve may be apportioned to a
target species as long it does not result in overfishing. One-half of the unspecific reserve is apportioned to
the CDQ groups, which for the allocated species is 7.5 percent. Given the proposed action will allocate a
percentage of the Amendment 80 species to the Non-AFA Trawl CP sector, the Council has added
language to reduce the reserve to 10 percent and then apportioned the reserve to the CDQ program. See
Section 3.2.3.1 for more details on the non-specified reserves.

Increasing percentage allocations to the CDQ Program, if corresponding annual CDQ allocations were
completely harvested, probably would increase the incidental catch of groundfish and prohibited species
in these target fisheries. Thus, along with increases in percentage amounts for primary target species
considered under Options 2.2 and 2.3, this component includes 5 suboptions to increase the allocations
for ". . .associated secondary species (except Pacific cod) taken incidental to the primary trawl target
fisheries. . ." The species discussed under these suboptions will be referred to as incidental catch species.

The annual percentage allocation of each groundfish TAC and prohibited species catch limits to the CDQ
Program currently is specified in regulation. Before selecting any of the suboptions to modify the
allocation percentages of incidental catch species under Component 2, the Council would have to
specifically identify the incidental catch species or species groups that would be included under
Suboptions 2.2 through 2.5. Additional information about which incidental catch species are caught with
primary species is in Section 1.11.3.4

1.11.2.2 Historic CDQ Harvest of Primary Target Species

The prosecution of CDQ fisheries have met with varying degrees of success over time. CDQ groups have
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demonstrated proficiency in catching all or most of their highest valued CDQ allocations, such as pollock,
Pacific cod, and crab. Lesser-valued target species (such as rock sole, flathead sole, and yellowfin sole)
have not been as completely caught. Past groundfish CDQ catch is detailed in Table 1-56.

During the first few years of the multispecies CDQ Program (which began in late 1998), many of the
flatfish CDQ allocations were not caught. This probably is due to a variety of factors. Some directed
fisheries (such as for yellowfin sole) remained open all or most of the year, which may have meant that
CDQ groups’ flatfish partners opted not to fish for yellowfin sole CDQ, for which they would have to pay
CDQ royalties. In fisheries such as the Al Atka mackerel fisheries, the amount of incidental catch species
CDQ available to support the Atka mackerel CDQ directed fishery may have led to CDQ groups and their
partner vessels to fish conservatively to avoid the incidental catch of some species. Prohibitions against
exceeding both CDQ and PSQ allocations mean that CDQ groups operate cautiously in many fisheries to
avoid exceeding their allocations of incidental catch species. CDQ groups may dedicate their allocations
of incidental species to more valuable target fisheries such as Pacific cod or pollock. The residual
amounts of incidental catch species may be deemed inadequate to account for additional bycatch needs in
less valuable CDQ target fisheries, thereby limiting participation in such fisheries.

Further detail about the 2001-2006 CDQ catch of primary target species is portrayed in Table 1-57, which
displays the percentage of the allocation that was harvested for each of these primary species. These data
illustrate historic CDQ harvest trends for the primary target species considered under Components 1 and
2. This information may provide additional context about which species’ catch could be increased, with
corresponding increases in royalties or other benefits to CDQ groups and member communities. The
species that have been harvested at relatively high rates during past fishing years, as well as less utilized
target allocations, are most likely to impact CDQ revenues if the program allocations for such species are
increased. The groundfish CDQ fisheries have matured in the last several years, and fishing practices and
relationships with harvesting partners have stabilized. Thus, groundfish CDQ catch from 1998 through
2000 is not included in Table 1-57 or subsequent discussions in this section.

Table 1-56  Groundfish CDQ harvests, 1999-2006.

Species or category 1999 2000 2001 2002 2003 2004 2005 2006
Atka Mackerel, BS/EAI 1,166 1,192 519 320 696 771 476 523
Atka Mackerel, CAI 822 1,807 2,467 1,591 2,129 2,248 2,520 2,821
Atka Mackerel, WAI 601 1,788 1,991 1,341 1,203 1,476 1,436 1,084
Flathead Sole 724 439 223 464 392 545 889 403
Rock Sole 575 401 221 553 641 892 1,825 2,175
Yellowfin Sole 1,968 219 182 1,972 5,564 6,321 6,150 6,390
Pacific Ocean Perch, WAI 317 372 318 355 404 336 315 356
Pacific Ocean Perch, CAl 129 216 152 155 185 170 159 204
Pacific Ocean Perch, EAI 159 167 162 167 249 165 130 211
BS Pollock 99,113 113,554 138,883 148,427 149,121 149,169 149,720 150,375
Al Pollock 16 0 0 0 0 0 12 0
Bogoslof Pollock 0 0 0 0 0 0 0 1
Pacific Cod 12,495 13,527 12,363 14,128 14,465 16,009 14,727 13,845
BS FG Sablefish

(hook-and-line/pot) 18 66 40 150 66 143 220 192
Al FG Sablefish

(hook-and-line/pot) 103 120 87 129 103 14

BS Sablefish (trawl) 14 6 27 6 21 296 246
Al Sablefish (trawl) 3 1 6 7 0

BS Greenland Turbot 196 244 26 53 48 31 11 35
Al Greenland Turbot 37 65 35 46 33 29 17 8
Arrowtooth Flounder 787 286 139 302 437 432 40 20
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Other Flatfish 283 80 35 56 89 72 31 23
Alaska Plaice n/a n/a n/a 137 184 302 576 689
BS Pacific Ocean Perch 35 1 8 9 15 2 61 168
BS Other Red Rockfish 10 7 3 2 n/a n/a 121 n/a
BS Northern Rockfish n/a n/a n/a n/a 2 n/a 5 n/a
Al Sharpchin/Northern 247 346 328 n/a n/a n/a n/a n/a
Al Northern Rockfish n/a n/a n/a 342 276 n/a n/a n/a
BS Shortraker/Rougheye

Rockfish n/a n/a n/a n/a 8 n/a n/a n/a
Northern Rockfish (BSAI) n/a n/a n/a n/a n/a 403 n/a 407
Shortraker Rockfish (BSAI) n/a n/a n/a n/a n/a 29 n/a 9
Rougheye Rockfish (BSAI) n/a n/a n/a n/a n/a 3 218 3
Al Shortraker/Rougheye

Rockfish 28 35 17 14 25 n/a 9 n/a
BS Other Rockfish 6 6 2 2 4 4 4 11
Al Other Rockfish 27 36 18 32 10 17 n/a 11
Other Species 1,908 2,060 1,650 2,311 2,330 3,294 4 2,148
Squid n/a 51 n/a n/a n/a n/a 8 1,416

Note: (T) — Target fisheries other than those primary target fisheries considered in this analysis.

Source: NOAA Fisheries 2006. All amounts in metric tons, except for crab and salmon (listed in number of animals).
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Table 1-57 CDQ target species percent of annual allocation harvested, 2001-2006.

Average percent
Species 2001 2002 2003 2004 2005 2006 harvested
Atka Mackerel, EAI/BS 89% 77% 87% 91% 85% 93% 87%
Atka Mackerel, CAl 98% 89% 97% 96% 92% 94% 94%
Atka Mackerel, WAI 95% 91% 80% 95% 96% 93% 92%
Flathead Sole 7% 25% 26% 38% 61% 28% 31%
P. Ocean Perch, EAI 74% 64% 95% 2% 56% 91% 75%
P. Ocean Perch, CAl 79% 67% 74% 78% 70% 89% 76%
P. Ocean Perch, WAI 89% 84% 92% 87% 83% 93% 88%
Rock Sole 4% 14% 19% 29% 59% 70% 33%
Yellowfin Sole 2% 31% 89% 98% 90% 89% 67%

Source: NOAA Fisheries 2006.

Two fishing companies have been associated with harvesting the primary target species considered under
this action in recent years. The first, M/V Savage, Inc. (which operates the F/V Seafisher) fishes for
APICDA, while the remaining five CDQ groups currently are partnered with U.S. Seafoods, Inc. (which
operates the F/V Seafreeze Alaska and F/V Ocean Peace). All three of these vessels are non-AFA trawl
C/Ps. For the most part, the directed fishing for all of the primary species considered under Component 2
is done by these vessels.

Atka Mackerel CDQ Fishery

The CDQ Program receives 7.5 percent of the each Al Atka mackerel TAC. The amount of Atka
mackerel CDQ caught between 1999 and 2006 is detailed in Table 1-56. A complete description of the
Atka mackerel fishery is in Section 1.9.2.4. The Atka mackerel CDQ fishery is typically prosecuted in
conjunction with the non-CDQ Atka mackerel fishery. The fishery is often conducted concurrently with
the Pacific Ocean perch CDQ fishery. In recent years, some CDQ groups (BBEDC, CBSFA, CVRF, and
YDFDA) have transferred Atka mackerel CDQ and associated bycatch species among themselves in
order to consolidate quota with one group in order to collaborate on a more efficient Al trawl fishery.
Royalties from the harvest of CDQ in such arrangements are distributed among participating CDQ
groups, although the terms of such arrangements are unavailable. The fishing companies associated with
the harvest of the Atka mackerel CDQ also may have benefited from such business arrangement, but that
information also is not available.

In 2006, about 91% percent of the total CDQ allocation of Atka mackerel was harvested. The largest
subarea harvest was from the CAI area where 2,821 mt (94 percent) of the allocation was harvested. In
that same year about 523 mt (93 percent) and about 1,084 mt (93 percent) of the EAI/BS and WALI area
allocations were harvested, respectively. Table 1-57 illustrates that the majority of each Al Atka
mackerel CDQ allocation was harvested in 2001-2006. The average harvest of WAI, CAI, and EAI/BS
Atka mackerel CDQ in those years was 92 percent, 94 percent, and 87 percent, respectively. Given that
relatively large percentages of the TACs were harvested in both the open access and CDQ fisheries, any
increases in the CDQ allocations of Atka mackerel considered under Component 2, Options 2.2 and 2.3
would likely be harvested if TACs and market conditions are relatively stable, and if CDQ groups and
their partners continue their recent fishing patterns.

Pacific Ocean Perch CDQ Fishery

The CDQ Program receives 7.5 percent of the each Al Pacific Ocean perch TAC. A complete description
of the Pacific Ocean perch fishery is in Section 1.9.2.5. The Pacific Ocean perch CDQ fishery is
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conducted in a similar manner to the Atka mackerel CDQ fishery described above. The fishery is
prosecuted by the same vessels that fish for Al Atka mackerel, and usually on the same fishing trips, so
the temporal effort is very similar. Quota transfers patterns also are similar in recent years, with multiple
CDQ groups transferring their EAI, CAI, and WAI Pacific Ocean perch to a single CDQ group for a
collaborative harvest effort. Some groups continued to manage the harvest of their Pacific Ocean perch
allocations separately from other CDQ groups.

Although the majority of the annual CDQ allocations for Pacific Ocean perch appear to have been caught
in recent years, this fishery has not been as successfully prosecuted as the Atka mackerel CDQ fishery.
Annual percentage amounts harvested in 2001-2006 are displayed in Table 1-57. The average annual
percent harvested for Pacific Ocean perch ranges from a low of 75 percent for EAI Pacific Ocean perch to
88 percent for WAI Pacific Ocean perch. Any increases to the CDQ allocations for this species
considered under Options 2.2 or 2.3 could offer CDQ groups additional Pacific Ocean perch harvesting
opportunities, along with associated royalty benefits.

Flathead Sole and Rock Sole CDQ Fisheries

The CDQ fisheries for flathead sole and rock sole historically have not been very successfully prosecuted.
The average percent of the flathead sole CDQ allocation harvested from 2001 to 2006 was about 31
percent. In these same years, the average annual percent of rock sole CDQ caught was about 33 percent of
the amount allocated to the program. Even this catch was not necessarily taken in directed fisheries for
these two species. For example, in 2006 much of the 2,175 mt of rock sole CDQ that was taken was
caught in the pollock (104 mt) and yellowfin sole (721 mt) target fisheries. A complete description of
these fisheries, including historic TAC and catch levels, is in Sections 1.9.2.2 and 1.9.2.3.

Reasons for the low catch rates in the directed fisheries for rock sole and flathead sole CDQ vary. The
non-CDQ fisheries for these species are subject to more frequent closures due to reaching either PSC
limits for halibut or seasonal apportionments of the annual rock sole or flathead sole TACs. It may be
difficult to integrate fishing for CDQ into the non-CDQ operations of the vessels prosecuting these
fisheries, or these vessels may choose to move into other target fisheries once the non-CDQ fisheries for
rock sole or flathead sole are closed. CDQ groups may not place as much emphasis on the harvest of these
species due to their relatively low royalty value. Alternatively, CDQ groups may choose not to
aggressively prosecute these fisheries due to the relatively high level of halibut bycatch that occurs in
them. Pacific halibut or other prohibited species caught in a rock sole or flathead sole CDQ fishery would
have to be debited from applicable PSQ accounts, thereby decreasing the amounts of PSQ available in
other, higher priority CDQ target fisheries.

Yellowfin Sole CDQ Fishery

The CDQ Program receives 7.5 percent of the annual BSAI yellowfin sole TAC. A complete description
of the general yellowfin sole fishery, including historic TAC and catch levels, is in Section 1.9.2.1. Until
recently, the annual yellowfin sole CDQ fishery was not as fully prosecuted as fisheries such as pollock
and Pacific cod. The first year in which essentially all of the CDQ yellowfin sole allocation was harvested
was 2003. Table 1-57 shows that the yellowfin sole CDQ harvest has ranged from 2 percent in 2001 to
98 percent of allocations in 2004.

Collaborative efforts by CDQ groups may be one of the primary reasons for this increased catch. As with
all groundfish CDQ species, yellowfin sole may be transferred among CDQ groups. This allows a group
to accumulate species they are most interested in harvesting or to pool small amounts of either primary or
incidental catch species quota to allow for more efficient harvesting operations. This has begun occurring
in recent years with yellowfin sole CDQ. The non-CDQ yellowfin TAC was completely caught in recent
years (2002 through 2006), which may mean that participants in that fishery had additional opportunities
to fish for yellowfin sole CDQ.
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1.11.2.3 Groundfish CDQ Royalties

CDQ groups establish harvesting contracts, along with other business arrangements, with a variety of
seafood harvesters and processors operating in the BSAI groundfish fisheries. Access to amounts of CDQ
is given in exchange for a negotiated percentage of the ex-vessel value of a particular species. Most
royalty agreements are specific to a particular target species, such as pollock or Atka mackerel. Pollock
CDQ royalties historically have accounted for the largest proportion of annual CDQ royalties. The
combined value of CDQ royalties in 2005, the most recent year that complete CDQ royalty information in
available, was approximately $60.5 million. Pollock CDQ royalties accounted for $48.5 million of this
amount, or about 80 percent of total royalties. Harvests of other groundfish, crab, and halibut CDQ
yielded the remainder of CDQ royalties. Since the implementation of the multispecies CDQ Program, the
royalties generated by the harvest of Atka mackerel, flatfish, Pacific Ocean perch, and other assorted
groundfish species (not including pollock and Pacific cod and crab) have not returned significant royalties
to CDQ groups. Such species, in aggregate, accounted for about 2 percent of CDQ royalties in 2005, or
approximately $1.3 million. Table 1-58 demonstrates the proportions that major species groups
contributed to overall CDQ royalties in 2001, 2002, 2003, 2004, and 2005.

Table 1-58 CDQ royalties by major species groups, 2001-2005.
Species Total all groups | Total all groups | Total all groups | Total all groups | Total all groups
P 2001 2002 2003 2004 2005
Pollock $36,721,924 $39,609,795 $42,779,382 $45,862,634 $48,508,879
Pacific Cod $2,733,315 $2,743,795 $3,365,920 $3,884,197 $4,042,917
Crab $2,492,197 $3,448,377 $4,612,294 $4,340,632 $5,673,883
Halibut $202,822 $214,872 $469,680 $496,554 $636,578
Other species1 $408,683 $350,346 $767,846 $540,317 $1,270,837
Total royalties,
including $42,558,941 $46,367,185 $51,995,122 $55,388,275 $60,485,023
adjustments

"Includes Atka mackerel, Pacific ocean perch, rockfish, yellowfin sole, flathead sole, other groundfish, Greenland turbot, and
sablefish.

Note: The most recent data available is 2005.

Source: NOAA Fisheries Service 2005. Compiled from aggregated CDQ royalty information based on audited financial statements
submitted by the CDQ groups.

The species in the “other species” category in Table 1-58 includes a range of species. This includes the
primary target species under consideration under Component 2, as well as other species such as sablefish
and Greenland turbot. The CDQ groups do not report all royalties separately by species, therefore,
detailed information about royalties for the primary target species are not available. In some instances,
royalty rates are based on a sliding scale according to the value of the product form produced from a
given species based on current market conditions, while other rates appear to be based on a basic dollar
amount per unit of target species harvested. Thus, the actual royalties per ton or unit that accrue to CDQ
groups for the harvest of each primary target species cannot be calculated with the information currently
submitted to NOAA Fisheries.

1.11.2.4 Projected Allocations of Primary Target Species to the CDQ Program

Component 2 has two options to increase the primary target species allocations made to the CDQ
Program. This includes Option 2.2, increase CDQ allocations to 10 percent, and Option 2.3, increase
CDAQ allocations to 15 percent of primary species TACs. Option 2.1 would retain the current 7.5 percent
allocation to the program. An example for how much these CDQ allocations could increase are shown in

Table 1-59, using the primary species 2006 TACs as a basis for calculations.
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Table 1-59 Projected CDQ allocations (mt) under Options 2.1, 2.2, and 2.3
Primary Species 2006 TAC Allocations
7.5% 10% 15%
(Option 2.1) (Option 2.2) (Option 2.3)
Atka mackerel, WAI 15,500 1,163 1,550 2,325
Atka mackerel, CAl 40,000 3,000 4,000 6,000
Atka mackerel, EAI/BS 7,500 563 750 1,125
Flathead sole 19,500 1,463 1,950 2,925
Pacific ocean perch, WAI 5,085 381 509 763
Pacific ocean perch, CAl 3,035 228 304 455
Pacific ocean perch, EAI 3,080 231 308 462
Rock sole 41,500 3,113 4,150 6,225
Yellowfin sole 95,701 7,178 9,570 14,355
Total 17,318 23,090 34,635

Source: NMFS 2006

Given the historic CDQ harvest rates for primary target species, increasing the percentage amounts of
such species allocated to the CDQ program may or may not increase the amount of these species that
CDQ groups would catch. Some primary species allocations, such as Atka mackerel, have been well used
by CDQ groups, while others, such as rock sole, have not. However, past performance may not be a
reliable indicator of future fishing practices, as fishing patterns are not static. Therefore, it is possible that
the CDQ groups could increase their harvests of flathead sole or rock sole to a point where larger
allocations would be caught. Alternatively, the markets for Atka mackerel, yellowfin sole, or Pacific
Ocean perch could weaken or the overall TAC could increase to a level that would make harvesting those
CDQ species less desirable.

Future performance in the CDQ fisheries for primary target species also may be predicated on whether the
CDQ Program standards associated with strict quota accountability are still in effect, and whether CDQ
groups have sufficient incidental catch species to prosecute their CDQ target fisheries. This issue is
discussed in Section 1.11.2.8.

In general, however, CDQ groups have indicated that they would harvest additional allocations of flatfish
species, such as rock sole, if the opportunity arose.

Merely increasing CDQ allocation percentages for these primary target species would not guarantee that
CDQ Program would receive greater amount of these species in the future. Were the TAC for any of these
primary target species to decrease substantially, the CDQ Program would be allocated an increased
percentage of the available TAC limits (were either Option 2.2 or 2.3 selected), but still receive relatively
less quota than is available at current TAC levels.

1.11.2.5 Benefits to the CDQ Program of Increased Target Species Allocations

Increasing CDQ allocations, as considered under Option 2.2 and 2.3, could offer opportunities for CDQ
groups to increase their participations in the primary target fisheries and realize associated increases in
royalties accruing to them for allowing their partners to fish for CDQ. However, based on the proportion
of past royalties generated by these species, we anticipate that any increases to CDQ allocations would
contribute a relatively small amount of the total CDQ royalties generated per year, if the increased
allocations were to be harvested. For example, the majority of the Atka mackerel, Pacific Ocean perch,
and yellowfin sole CDQ allocations were caught in 2003. Those species are included in the royalty
category “other species” in CDQ groups establish harvesting contracts, along with other business
arrangements, with a variety of seafood harvesters and processors operating in the BSAI groundfish
fisheries. Access to amounts of CDQ is given in exchange for a negotiated percentage of the ex-vessel
value of a particular species. Most royalty agreements are specific to a particular target species, such as
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pollock or Atka mackerel. Pollock CDQ royalties historically have accounted for the largest proportion of
annual CDQ royalties. The combined value of CDQ royalties in 2005, the most recent year that complete
CDQ royalty information in available, was approximately $60.5 million. Pollock CDQ royalties
accounted for $48.5 million of this amount, or 80 percent of total royalties. Harvests of other groundfish,
crab, and halibut CDQ yielded the remainder of CDQ royalties. Since the implementation of the
multispecies CDQ Program, the royalties generated by the harvest of Atka mackerel, flatfish, Pacific
Ocean perch, and other assorted groundfish species (not including pollock, Pacific cod and crab) have not
returned significant royalties to CDQ groups. Such species, in aggregate, accounted for about 2 percent of
CDQ royalties in 2005, or approximately $1.3 million. Table 1-58 demonstrates the proportions that
major species groups contributed to overall CDQ royalties in 2001, 2002, 2003, 2004, and 2005.

Table 1-58 also contains the aggregate royalty information for various other species categories, which
were approximately $1.3 million in 2005. If, under Option 2.3, CDQ percentage allocations of target
species were increased to 15 percent of TACs, and those allocations were harvested to the degree that
they were in 2005, then CDQ royalties could be expected to increase proportionately. Thus, doubling the
CDQ percentage allocations for these species potentially could double CDQ royalties to $2.6 million.
That amount would represent approximately 4 percent of total CDQ royalties, based on 2005 royalty
information.

Although that could be considered a modest increase in royalties, increasing primary target allocations
under either Option 2.2 or Option 2.3 also could allow CDQ groups to negotiate additional training
opportunities, internships, and employment positions for CDQ community residents, either on board
fishing vessels or in the business offices of fishing vessels’ managing companies. Even though the
additional amount of CDQ royalties that could result from increases to CDQ percentage allocations are
estimated to be relatively small, members of the CDQ groups could argue that they still play an important
role in meeting their overall objectives, such as providing employment and training opportunities.

For those primary target species that have not been fully harvested in the past (i.e., rock sole), any
increases in allocations may not increase revenues, at least in the short term. In the long term, such
species may be more fully prosecuted, providing additional royalties and other benefits to CDQ groups. In
general, the further development of CDQ fisheries for those primary target species being considered
under Amendment 80 has been a long-standing goal for the CDQ groups. Increased prosecution of these
fisheries depends on having strong enough markets for the products produced to cover the costs of
harvesting the fish as well as having sufficient allocations of those species needed to account for
incidental catch needs in both these and other, more valuable, target fisheries such as Pacific cod. Some
portion of the primary target species will continue to play an important role in the CDQ Program by being
used to account for incidental catch needs in other target fisheries, such as pollock and Pacific cod.

The lack of royalty information and variability in the amount of each species harvested in past years
makes it difficult to project the value or benefit that could accrue to CDQ groups should primary species
allocations be increased, as considered under either Options 2.2 or 2.3. High demand for a particular
species and product form could trigger increased CDQ catch of these species, with corresponding
increases in royalty payments. Practically speaking, it is unlikely that the entire amount of each primary
species CDQ reserve would be caught, or that those fish that were caught would all yield royalties to
CDQ groups. Some amount of the fish caught in primary target fisheries are discarded and yield no
benefit to either the vessel owner/operator or to CDQ groups. CDQ group could individually develop
their own estimate of the benefits that any increase to primary target species allocations might provide
them, particularly on a species-by-species basis, but such information is not available. In lieu of that, the
following discussion offers general information about the potential impacts associated with Options 2.2
and 2.3 for each primary target species considered under Amendment 80.

An example of the amount of Atka mackerel that could be allocated to the CDQ Program under Options
2.2 or 2.3 is portrayed in Table 1-59. If recent fishing patterns are maintained, any increase in Atka
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mackerel CDQ allocations could benefit the CDQ groups. This could apply to individual CDQ groups, or
to those CDQ groups who pool some portion of their quotas with other groups. CDQ groups could benefit
from such harvest by the royalties they accrue from their harvesting partner(s) or from royalty pass-
throughs from other CDQ groups that harvest Atka mackerel CDQ on behalf of other groups. The two
fishing companies currently involved in harvesting Atka mackerel CDQ would continue to benefit if they
are able to generate enough revenues from the Atka mackerel fishery to sufficiently cover their costs, as
could other fishing companies that might participate in this CDQ fishery in the future.

Demand for Atka mackerel products will drive the prices in the open access fishery and, to some extent,
CDQ royalty rates. The supply of Atka mackerel on the market is not expected to change if CDQ Program
allocation percentages change. The total amount of Atka mackerel harvested is not expected to vary
drastically if it is allocated to either the limited access or CDQ sectors and both groups produce
equivalent products from the fish harvested. If there is adequate market demand for Atka mackerel
products, the fleet probably would harvest the available fish to the best of its ability. Since Atka mackerel
CDQ allocations have historically been almost completely harvested it is likely that increasing the Atka
mackerel CDQ allocation under either Option 2.2 or Option 2.3 would increase CDQ royalties and other
associated benefits to CDQ groups, such as employment opportunities. The future royalties that would be
generated from Atka mackerel, under the various allocation alternatives, cannot be projected with the
available royalty data.

If the current fishing patterns for yellowfin sole are maintained, it is likely that any increase in the
yellowfin sole allocation could benefit the CDQ groups that successfully harvests yellowfin sole, either
individually or cooperatively. CDQ groups would benefit from such harvest by the royalties they accrue
from their harvesting partner or from royalty pass-through from other CDQ groups that have acquired
yellowfin sole CDQ by transfer. The two fishing companies currently involved in harvesting yellowfin
sole CDQ would continue to benefit if they are able to generate enough revenues from the yellowfin sole
fishery to sufficiently cover their costs of participating in this fishery.

Given the recent yellowfin sole TACs, as well as the 2003 through 2006 demand for yellowfin sole by
some CDQ groups, it is likely that increasing the yellowfin sole allocation under either Option 2.2 or
Option 2.3 would increase CDQ royalties and other associated benefits to CDQ groups, such as
employment opportunities. Exact estimates of the amount of the royalty increases cannot be made with
available information.

CDAQ allocations for Pacific Ocean perch, flathead sole, and rock sole could increase under either Option
2.2 or Option 2.3. Examples of potential allocation increases for these target species are included in Table
1-59. If past trends are any indication, increases in the Pacific Ocean perch allocations could lead to
increased catch of this species in the CDQ fisheries. However, even with both increased program
allocations and catch rates, Pacific Ocean perch royalties would still contribute a modest amount to
overall CDQ royalties, since the TACs and associated CDQ Program allocations for this species are
relatively small. Increases to the CDQ allocations for rock sole or flathead sole has the potential to benefit
CDQ groups via additional harvesting opportunities for these species, along with associated royalties and
other benefits. However, such benefits probably could not be realized until that point in time in which
these particular CDQ fisheries are successfully prosecuted to a much greater extent than historically has
occurred.

1.11.2.6 Projected Allocations of Incidental Catch Species to the CDQ Program

In addition to potential increases to the primary target species CDQ allocations considered under Options
2.2 and 2.3, Component 2 also contains five suboptions associated with retaining or increasing CDQ
percentage amounts for incidental catch species. Such increases could be appropriate in relation to current
CDQ catch accounting requirements. CDQ groups are individually accountable for the quotas allocated to
them. All groundfish CDQ and the halibut PSQ allocated to individual CDQ groups are managed with
hard caps, meaning that a CDQ group is prohibited from exceeding its allocation of a given species. If a
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CDQ group exceeds the amount available of a particular allocation, then the CDQ group incurs an
“overage” and faces potential enforcement action. Completely catching a given CDQ allocation could
impact a CDQ group’s ability to continue participating in some target fisheries, as additional catch of the
species for which a group has no remaining quota may be impossible to avoid. This effectively requires
CDQ groups to stand down from prosecuting those target fisheries for which it can’t account for
additional amounts of incidental catch species.

The incidental catch species associated with the Amendment 80 primary target species include,
historically, all BSAI TAC categories. Also, note that there is not necessarily a clear distinction between
whether a given species is a target species or incidental catch species. The primary target species
considered under this action also are caught incidentally in other CDQ target fisheries such as Pacific cod,
pollock, or sablefish. Furthermore, some target species are caught incidentally in other primary target
fisheries, where they may be either retained or discarded. For example, Pacific Ocean perch may be
caught in the directed fishery for Atka mackerel. Table 1-60 is an example of the typical catch pattern for
the incidental catch species that were caught in the 2006 CDQ target fisheries. Pacific cod specifically is
excluded from consideration for increased allocations under these suboptions, as a separate FMP action

addressing Pacific cod allocations among industry sectors currently is being implemented.

Table 1-60 Incidental catch species caught in the 2006 CDQ fisheries.
Target Fishery
Species Category
Atka Yellowfin

Mackerel Rockfish' Flathead so | Rock sole sole Grand Total
Atka Mackerel, EAI/BS 475.549 n/a 46.763 0.01 n/a 522.322
Atka Mackerel, CAl 2820.56 n/a n/a n/a n/a 2820.557
Atka Mackerel, WAI 1083.64 n/a n/a n/a n/a 1083.641
Flathead Sole 0.358 n/a 38.755 0.477 112.8 152.369
P. Ocean Perch, EAI 210.803 0.009 n/a n/a n/a 210.812
P. Ocean Perch, CAI 203.601 0.004 n/a n/a n/a 203.605
P. Ocean Perch, WAI 355.593 n/a n/a n/a n/a 355.593
Rock Sole 24.659 n/a 9.88 1310.21 721.1 2065.872
Yellowfin Sole n/a n/a 25.69 401.387 5932 6358.892
Al Greenland Turbot 19.898 n/a n/a n/a n/a 19.898
Al Other Rockfish 9.576 .096 n/a n/a n/a 9.672
Al Sablefish 3.029 0.15 n/a n/a n/a 3.179
Alaska Plaice n/a n/a 18.806 32.838 189.9 241.548
Arrowtooth Flounder 33.903 0.27 349.703 0.882 92.21 476.971
BS Greenland Turbot n/a n/a 6.256 n/a n/a 6.256
BS Other Rockfish n/a n/a 10.32 n/a n/a 10.32
BS Pacific Ocean Perch n/a n/a 35.123 n/a 0.017 35.14
BS Sablefish n/a n/a 32.382 n/a n/a 32.382
Northern Rockfish 399.594 n/a 5.795 n/a n/a 405.389
Other Flatfish 1.201 n/a 81.616 5.592 33.213 121.622
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Target Fishery
Species Category
Atka Yellowfin
Mackerel Rockfish' Flathead so | Rock sole sole Grand Total
Other Species 73.577 0.032 30.38 35.818 99.306 239.113
Pacific Cod 361.111 0.342 16.962 38.247 150.8 567.427
Rougheye Rockfish 1.722 n/a 0.563 n/a n/a 2.285
Shortraker Rockfish 1.725 n/a 0.698 n/a n/a 2.423

Source: NOAA Fisheries 2006. CDQ catch data by reported target, for non-pelagic trawl gear. All amounts in metric tons.

This table illustrates that some amount of every 2006 BSAI TAC category was caught in the directed
CDAQ fisheries for primary target species in 2006. Approximately 375 mt of pollock was caught with
non-pelagic trawl gear in the 2006 CDQ fisheries, and accrued towards the incidental catch allowance for
pollock. Pollock is excluded from this discussion as this species is not under consideration for increased
allocations under either Options 2.2 or 2.3. Incidental catch in the 2001, 2002, 2003, 2004, and 2005
CDAQ fisheries for primary target species show a similar pattern to the 2006 CDQ fisheries. Some amount
of every, or almost every annual TAC category in place for those years was caught in CDQ fisheries for
primary target species. There are some exceptions. Several BS species categories, such as BS sablefish,
BS Greenland turbot, and BS northern rockfish, were not caught in the CDQ non-pelagic trawl fisheries in
2003. No amount of BS “other rockfish” was caught in CDQ non-pelagic trawl fisheries in 2002. In
general, since the directed fisheries for the primary target species considered under this action are
conducted in various regions of both the Al and BS, during various times of the year, at different depths,
and with varying fishing tactics, it is likely that these fisheries will catch species comprising each BSAI
TAC category at some point in time, even if some species are not caught every year. A key decision point
for the Council is which incidental catch species to include in any of the sub-options (except for
Suboption 2.1) associated with increased CDQ Program percentage amounts.

Sub-options 2.1, 2.2, and 2.3

Component 2, Suboption 2.1 would retain the current 7.5 percentage amount of incidental catch species
TAC to the CDQ Program. Suboption 2.2 would increase the percentage amounts to 10 percent, while
Suboption 2.3 would increase the percentage amount to 15 percent. The latter two sub-options are aligned
with the percentage amount increases for primary target species considered under Options 2.2 and 2.3.

As the Council has not yet specified which incidental catch species to include under Sub-options 2.2
through 2.5, analysts have selected all incidental catch species in the primary target fisheries from, Table
1-60, except the primary target species, Pacific cod (excluded from consideration under this action), and
pollock (since incidental catch of pollock accrues towards the pollock ICA). These incidental catch
species include Greenland turbot, sablefish, Alaska plaice, arrowtooth flounder, "other flatfish," BS
Pacific Ocean perch, northern rockfish, rougheye rockfish, shortraker rockfish, "other rockfish," and
"other species." Increased allocations under Sub-options 2.2 and 2.3 for these species are shown in Table
1-61, using 2006 TACS as a basis for calculations. Increases to “other species” program allocations are
included in this table, but it should be noted that this species category is no longer allocated among CDQ
groups, for the reasons discussed earlier.

Table 1-61 CDQ allocations (mt) for incidental catch species, based on allocation percentages under
Component 2: Suboptions 2.1, 2.2, and 2.3.
Species 2006 TAC Suboption 2.1: 7.5% | Suboption 2.2: 10% | Suboption 2.3: 15%
Al Greenland Turbot 850 64 85 128
Al Other Rockfish 590 44 59 89
Al Sablefish 3,000 225 300 450
Alaska Plaice 8,000 600 800 1,200

Secretarial Review Draft April 16, 2007

195




Regulatory Impact Review BSAI Groundfish Amendment 80

Species 2006 TAC Suboption 2.1: 7.5% | Suboption 2.2: 10% | Suboption 2.3: 15%
Arrowtooth Flounder 13,000 975 1,300 1,950
BS Greenland Turbot 1,890 142 189 284
BS Other Rockfish 460 35 46 69
BS Pacific Ocean Perch 1,400 105 140 210
BS Sablefish 2,820 212 282 423
Northern Rockfish 4,500 338 450 675
Other Flatfish 3,500 263 350 525
Other Species 29,000 2,175 2,900 4,350
Rougheye Rockfish 224 17 22 34
Shortraker Rockfish 580 44 58 87

Source: NOAA Fisheries 2006

The increased CDQ allocations portrayed in Table 1-61 are a proportional increase in CDQ allocations for
incidental catch species that would accompany increased percentage amounts primary target species.
Neither the species categories or amounts shown in this table represent a reliable estimate of the type or
amount of these species that would be caught in the CDQ directed fisheries for primary target species.
Such fisheries may need more, or less, than the amounts shown in this table in order to provide sufficient
amounts of incidental catch species so that such quotas are not exceeded before CDQ groups’ target
species allocations are fully prosecuted.

Suboption 2.4.

Suboption 2.4 could modify the CDQ allocations for those incidental catch species allocated to the CDQ
Program to reflect the actual catch rates of incidental catch species in each of the five primary species
target fisheries (Atka mackerel, Pacific Ocean perch, yellowfin sole, rock sole, and flathead sole). CDQ
allocation percentages would be removed from the TACs “(a)t species specific percentages that reflect
historical incidental catch rates in the directed fisheries for the primary species by the Non-AFA Trawl
Catcher Processor sector during 1998-2003.”

The current CDQ reserve apportionment process specifies that, with limited exceptions, the CDQ
Program receives 7.5 percent of each TAC category as described in Section 0. During the development of
the multispecies CDQ Program, the Council recommended that:

“7.5 percent of all BSAI groundfish total allowable catch limits not already covered by a CDQ
program...be allocated to CDQ communities as defined in the current CDQ program...”"®

No distinction was made regarding which species were target species, which species were regarded as
incidental catch species, nor the appropriate proportion of incidental catch species that would be
necessary to fully account for the catch of incidental catch species in primary target fisheries. CDQ
groups have the discretion to determine which species they consider primary species. They also have the
flexibility to choose which vessel and gear types to use for the prosecution of primary target fisheries, as
well as when and where their fishing activities occur. This offers CDQ groups the means to tailor their
fishing activities to maximize the benefits from any given CDQ allocation to the extent afforded by fixed
percentage allocations of all species. The current allocation structure does not guarantee that adequate
amounts of incidental catch species are made available to account for such species in the CDQ target
fisheries. Estimating the appropriate amount of each incidental catch species to allocate to the CDQ
Program is a complex exercise that has never been undertaken at a comprehensive level by the Council or
NOAA Fisheries, although the State of Alaska has done some bycatch modeling as part of its periodic
CDAQ allocation recommendation process.

The objective of Suboption 2.4 is to better match the amount of incidental catch allocations made to the

SNPFMC Newsletter, June 1995.
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CDQ Program to the amount needed to fully harvest the Amendment 80 target species. A better match
between target and incidental catch species allocations could reduce the chance that the CDQ groups
would reach incidental catch quotas before they had fully harvested their target species allocations. It also
could reduce the possibility that excessive amounts of incidental catch species would be allocated to the
CDQ Program, thereby making it unavailable to support non-CDQ fisheries. However, the process
described in Suboption 2.4 does not yield a fixed percentage allocation of each incidental catch species
that could be allocated to the CDQ Program each year.

The following steps would be necessary to use historic catch rates as a basis for determining the amount
of each incidental catch species to annually allocate to the CDQ Program.

1. Calculate the average historic catch rates for incidental catch species in each of the primary target
fisheries by non-AFA trawl catcher/processors based on their catch from 1998 through 2003. This
would be a one-time calculation. A preliminary estimation of such rates is in Table 1-62, including a
breakdown of the different Al management areas for both Atka mackerel and Pacific Ocean perch that
displays the different catch rates for these areas.

2. Each year, determine the amount of each primary target species to allocate to the CDQ Program based
on the applicable percentage allocations for such species (i.e., 7.5 percent, 10 percent, or 15 percent).

3. Multiply the average historic catch rates for each incidental catch species by the annual CDQ Program
allocations for each Amendment 80 target species to estimate the metric tons of incidental catch
species needed to support these target species.

4. Sum the amount of incidental catch species needed for each Amendment 80 target species to obtain the
total amount of each incidental catch species that could be needed to support the CDQ target fisheries.

5. Subtract the total amount of incidental catch species needed to support the CDQ target fisheries for
Amendment 80 target species from the TAC for each applicable incidental catch species. These
amounts would then be allocated to the CDQ reserves for each incidental catch species.
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Table 1-62 1998-2005 incidental catch rates by non-AFA CP’s in the Amendment 80 target fisheries.
Target Fishery
Incidental catch species Area Mackerel Mackerel Mackerel POP POP POP Flathead Rock Yellowfin
EAI CAl WAI EAI CAl WAI sole sole sole

Alaska plaice BSAI 0.05% 0.00% 0.00% 0.00% 0.00% 0.00% 7.60% 4.37% 11.85%
Arrowtooth flounder BSAI 0.99% 0.40% 0.28% 8.43% 4.39% 1.98% 32.40% 2.29% 2.01%
Atka Mackerel BSAI Target Target Target 8.70% 9.88% 4.51% 0.17% 0.08% 0.02%
Flathead Sole BSAI 0.11% 0.00% 0.01% 0.05% 0.00% 0.02% Target 5.43% 3.84%
Northern Rockfish' BSAI 4.24% 6.33% 10.88% 0.46% 2.15% 2.14% 0.00% 0.00% 0.00%
Other Flatfish BSAI 0.24% 0.00% 0.03% 0.09% 0.02% 0.11% 8.10% 4.96% 6.93%
Other Rockfish BSAI 1.26% 0.33% 0.22% 0.51% 0.88% 0.80% 0.39% 0.01% 0.00%
Other Species BSAI 1.09% 0.70% 1.28% 1.01% 1.19% 0.82% 19.76% 5.46% 4.80%
Pacific Cod BSAI 4.29% 3.50% 5.29% 2.85% 1.60% 0.94% 27.11% 22.42% 8.34%
Pollock BSAI 0.80% 0.48% 0.40% 3.24% 8.21% 1.87% 40.07% 33.30% 18.77%
POP BSAI 3.65% 2.31% 5.77% Target Target Target 0.53% 0.00% 0.01%
Rock Sole BSAI 0.22% 0.15% 0.11% 0.15% 0.06% 0.01% 20.29% Target 13.64%
Sablefish BSAI 0.11% 0.00% 0.00% 0.60% 1.11% 0.02% 0.43% 0.02% 0.00%
Sharpchin/Northern2 Al 6.10% 5.64% 14.40% 1.46% 4.08% 4.14%

Shortraker/Rougheye® Al 0.00% 0.10% 0.10% 4.56% 4.18% 2.04%

Shortraker/Rougheye4 BSAI 0.30% 0.01% 0.08% 4.33% 2.84% 2.38% 0.03% 0.00% 0.00%
Shortraker, rougheye,

sharpchin, northern® BS 0.05% 0.01% 0.01%
Squid BSAI 0.00% 0.01% 0.02% 0.08% 0.15% 0.05% 0.03% 0.00% 0.00%
Turbot BSAI 0.11% 0.33% 0.06% 5.43% 0.12% 0.05% 3.22% 0.02% 0.04%
Yellowfin sole BSAI 0.08% 0.00% 0.00% 0.00% 0.00% 0.00% 33.38% 20.83% Target

Notes:

1. BSAI category in 2002-2005.

2. Al category in 1998-2000, Al and BS category in 2001.
3. Al category in 1998-2000.

4. BSAI category beginning in 2001.

5. BS category in 1998-2001.

Source: NOAA Fisheries catch data.
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Example of calculating CDQ allocations of incidental catch species

For purposes of illustrating the above steps, we chose two different incidental catch species: arrowtooth
flounder and northern rockfish. Next, we calculated the amount of the 2006 TAC that would be allocated
to the CDQ Program for each primary target fishery per Option 2.2, which specifies a 10 percent
allocation to the CDQ Program.

Then, we estimated the amount of each of the two incidental catch species that would be caught in each of
the CDQ fisheries for primary target species, using the catch rates in Table 1-62. These amounts were
then summed (by individual species) to yield the total estimated amount of arrowtooth flounder and
northern rockfish that could be caught in all these fisheries combined. This aggregate amount is the
quantity of incidental catch species that would be subtracted from each 2006 TAC and allocated to the
CDQ Program to support the incidental catch of these two species in the Amendment 80 target fisheries.

Based on these estimates, the CDQ Program would be allocated 996 mt (7.66 percent) of the 2006
arrowtooth flounder TAC and 473 mt (10.5 percent) of the 2006 BSAI northern rockfish TAC to support
the incidental catch of these two species in the CDQ target fisheries for the primary species considered in
this action. For arrowtooth flounder, the estimated amount is less than the 10 percent allocation of target
species made to the CDQ program, while the estimated amount of northern rockfish exceeds the target
species percentage allocation. Neither of these amounts includes the additional amounts of these
incidental catch species that could be caught in other CDQ target fisheries. Table 1-63 displays these
calculations.

Table 1-63 Examples of calculated incidental catch CDQ allocations.
Component Example 1: Example 2:
2006 2, Option 2.2: Arrowtooth flounder Northern rockfish
TAC Estimated Estimated
(metric 10% CDQ 1998-2003 incidental catch 1998-2003 incidental
Target species tons) allocation catch rate amount catch rate | catch amount
Atka Mackerel, EAI/BS 7,500 750 0.99% 7.4 4.24% 31.8
Atka Mackerel, CAl 40,000 4,000 0.40% 16.0 6.33% 253.3
Atka Mackerel, WAI 15,500 1,550 0.28% 4.4 10.88% 168.6
Flathead Sole 19,500 1,950 32.40% 631.8 0.00% 0.00
P. Ocean Perch, EAI 3,080 308 8.43% 26.0 0.46% 1.4
P. Ocean Perch, CAI 3,035 304 4.39% 13.3 2.15% 6.5

P. Ocean Perch, WAI 5,085 509 1.98% 10.1 2.14% 10.9
Rock Sole 41,500 4,150 2.29% 94.9 0.00% 0.00
Yellowfin Sole 95,701 9,570 2.01% 192.7 0.00% 0.00
total 996.4 472.6

Estimate of CDQ percent of 2006 TAC based on estimated incidental catch amounts by target species

Incidental catch 2006 Calculated CDQ allocation (based on estimated
species TAC incidental catch amount) CDQ percent of TAC
Arrowtooth flounder 13,000 996.4 7.66%
Northern rockfish 4,500 472.6 10.5%

Source: NMFS 2006

Consequences of Suboption 2.4

This suboption only addresses the incidental catch needs for the Amendment 80 primary target species. It
does not include the incidental catch species needs for the remaining CDQ target fisheries for pollock,
Pacific cod, sablefish, and halibut (incidental catch species caught by vessels 60 feet LOA or greater that
are halibut CDQ fishing accrue toward groundfish CDQ allocations).

The process described above in steps 1-5 would not yield a fixed, known, annual percentage allocation to
annually establish the CDQ reserve for each incidental catch species. The percentage allocated to the
CDQ Program for each incidental catch species could vary depending on (1) the amount of each target
species allocated to the program each year, and (2) the annual TAC for each incidental catch species.

Secretarial Review Draft April 16, 2007 199



Regulatory Impact Review BSAI Groundfish Amendment 80

Suboption 2.4 could offer a better approach to allocating incidental catch species if strict quota
accountability is maintained for each species allocated to the CDQ Program because it would more
closely match incidental catch allocations with target species allocations. This suboption could maximize
the potential that CDQ groups could fully harvest each of their target species allocations without risk of
incurring quota overages of incidental catch species. It also could mean that the CDQ Program would not
receive more of an allocation of incidental catch species than is actually needed to supported CDQ target
fisheries, thereby ensuring that some portion of the annual TACs could be “stranded,” and therefore
unavailable to the non-CDQ fisheries.

Suboption 2.5.

Suboption 2.5 could allow the Council the discretion to select what it considers the appropriate percentage
amount for each of the incidental catch species allocated to the CDQ Program. Such amounts could
reflect some percentage amount not explicitly presented in Suboptions 2.1 through 2.4, percentage
amounts based on the Council’s assessment of other information presented in this analysis, public
testimony, or other factors.

Other considerations related to suboptions 2.2 through 2.5

The suboptions to increased percentage amounts of incidental catch species to the CDQ Program are all
predicated on a continuation of the existing catch accounting requirements for the CDQ fisheries. CDQ
groups currently are prohibited from exceeding their annual groundfish CDQ allocations, and catching an
entire annual allocation of a given incidental catch species may impact whether a CDQ group may
continue to fishing for some other primary species. Past Council action modified the management of two
different species, squid and “other species.” Squid is no longer allocated to the CDQ Program at all'’ and
the “other species” category is allocated to the CDQ Program, but not among the CDQ groups. Catch of
“other species” in CDQ fisheries is managed at the program level with directed fishing closures and the
use of other management measures, as previously discussed.

1.11.2.7 Benefits of Increased Incidental Catch Species Allocations

Increasing CDQ allocation amounts for incidental catch species, as considered under Suboptions 2.2
through 2.5 could increase the benefits accruing to CDQ Program participants as described in Section
1.11.2.5.

An indirect benefit of increasing the allocations of target species and associated incidental catch species
to the CDQ Program is that CDQ groups could use such increases to ensure that they successfully
prosecute their more valuable target species, such as Pacific cod, pollock, or sablefish. Most, if not all, of
the species under consideration for increased allocations under Component 2 are caught in the other CDQ
target fisheries. Historically, CDQ groups have prioritized their fisheries effort based on maximizing the
royalties they receive from a given species. They apportion incidental catch species among their CDQ
target fisheries based on historical and anticipated incidental catch needs. If more valuable target fisheries
require most or all of the amounts of certain incidental catch species categories, than other CDQ target
fisheries such as rock sole or flathead sole still may not be fully prosecuted for lack of adequate amounts
of incidental catch species. In other words, any increased percentage amounts of primary and incidental
catch species could be used to support the incidental catch needs of CDQ target fisheries not considered
under Component 1. Thus, increasing primary and incidental catch species could indirectly benefit the
successful prosecution of other CDQ target fisheries.

% In 1999, squid was removed from being a species allocated to the CDQ Program by Amendment 66 to the BSAI FMP. Concern
that there would be inadequate squid available to account for the possible catch of squid in the pollock CDQ fishery led the
Council and NMFS to remove squid from the CDQ Program.
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1.11.2.8 Potential Costs to the CDQ Groups of Increased Allocation Amounts

Although increasing the allocation amounts of primary and incidental catch species to the CDQ Program
could benefit CDQ groups via increased royalties and other associated opportunities, increased allocations
also could impart some additional costs on CDQ groups. One such cost could include the administrative
costs related to negotiating new or amended harvesting and business agreements with the companies that
harvest primary target species. CDQ groups would have to update their CDPs to reflect any increased
allocations that they might receive, as well as any changes to business plans or CDQ projects. In-season
quota management costs also could increase if allocations were increased. CDQ quota managers may
have to spend additional time and resources managing increased allocations and arranging inter-CDQ
group quota transfers, particularly if the groups increased their annual catch of the target species
considered under Amendment 80. Additionally, if requirements for reporting, catch monitoring and
enforcement, and observer coverage levels change for the primary target species fisheries due to changes
brought about by other components of this action, then CDQ groups might have to adhere to, or partially
bear the costs of, such changes. Costs to CDQ groups for the preceding elements cannot be estimated with
available information.

However, as a whole, we expect that the potential benefits to the CDQ groups brought about by
increasing percentage amounts for primary species under either Option 2.2 or Option 2.3 would outweigh
the potential costs discussed above. Increased allocations could provide CDQ groups with both direct
monetary benefits and other indirect benefits.

1.11.2.9 Impacts of Component 2 on Non-CDQ Industry Components

Both Options 2.2 and 2.3 would increase the CDQ percentage amounts for primary species. Suboptions
2.2 through 2.5 include a range of increases to the percentage amounts of incidental catch species
allocated to the CDQ Program. Selection of either option would correspondingly decrease the amount of
each applicable BSAI groundfish TAC allocated to the non-CDQ fishery sectors by either 2.5 percent
(Option 2.2) or 5 percent (Option 2.3) of annual TACs. These non-CDQ sectors include both the Non-
AFA trawl catcher/processor sector directly considered under this action, and a variety of other BSAI
fisheries components. Selection of any suboption other than Suboption 2.1 would decrease the amount of
annual TACs for incidental catch species available to non-CDQ fisheries by the corresponding amounts
that CDQ percentage amounts were increased.

The non-AFA trawl catcher/processor sector would lose access to a portion of each annual TAC for
primary target species, with associated foregone revenues. This sector also could be affected by a
decrease in incidental catch species allocations if insufficient amounts of incidental catch species led to
carlier directed fishing closures for primary species. Other BSAI fisheries sectors could be adversely
affected by increased CDQ sector allocations if the decreased non-CDQ TAC amounts meant that there
were diminished opportunities to catch either target species, or if there were inadequate amounts of
incidental catch species available to support the complete prosecution of all target species. The affects of
decreasing annual TACs for non-CDQ fisheries components cannot be estimated with available
information. The following discussion address possible impacts of decreased primary species on the Non-
AFA trawl catcher/processors.

Atka mackerel and Pacific Ocean perch

Because the Atka mackerel TAC has been fully utilized in recent years, increased allocations to the CDQ
Program could reduce revenues for the Non-AFA trawl catcher/processor fleet, if that fleet would have
otherwise caught the portion of the TAC that would be shifted to an increased CDQ allocation. Historical
Atka mackerel and Pacific Ocean perch catch is detailed in Table 1-11 and Table 1-12. The vessels that
have historically harvested Atka mackerel are a subset of the Non-AFA Trawl catcher/processor sector
vessels. Estimates of the impacts various allocation alternatives would have on the profitability of the
companies that own these vessels cannot be generated. Information on the vessels cost structure would be
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needed to make those estimates and that information is not available. However, if it is profitable to
harvest Atka mackerel at that level, the profits of these firms could be reduced. This also is applicable to
the Pacific Ocean perch fishery, which is caught by the same fleet that fishes for Atka mackerel.

If a cooperative is formed for this fleet as an outcome of Amendment 80, efficiency gains from the
cooperative may offset some losses to the Non-AFA trawl catcher/processors. The BSAI pollock fleet has
indicated that they have achieved efficiency gains as a result of their cooperatives. While some gains in
efficiency in the Atka mackerel and Pacific Ocean perch fishery would be expected under a similar
cooperative structure for the H&G trawl fleet, the magnitude of those gains cannot be estimated.

Flathead sole and rock sole

As with the other primary species, flathead sole and rock sole are species that are either fully utilized or
typically have had a high utilization rate in recent years. The annual rock sole catch in 2002, 2003, 2004,
2005, and 2006 was 90 percent, 95 percent, 113 percent, 100 percent, and 97 percent of the annual TAC
limit, respectively. The catch of flathead sole in those years ranged from 71 percent of TAC in 2002 to
106 percent in 2006. Any decreases in the non-CDQ TACs for these species could have similar effects on
non-CDQ industry components as described above for Atka mackerel and below for yellowfin sole.
Effects could include either a direct decrease in revenues as primary species apportionments decrease or
those indirect costs associated with inadequate amounts of incidental catch species to fully support
fisheries for primary target fisheries.

Yellowfin sole

The fishing companies that traditionally harvested yellowfin sole would likely generate less revenue if
increased allocations to the CDQ Program were adopted. Since 2002 the non-CDQ TAC for yellowfin
sole has been completely caught. In prior years, when the TAC was set at a high level because there was
sufficient yellowfin sole biomass, and there was room under the 2 million metric ton harvest cap set for
the BSAI, the entire TAC was not harvested. In those years, the proposed increase in CDQ allocations
would have little impact on the open access fleet, because the quota could not be utilized anyway.
However, given the current, smaller yellowfin sole TACs any increase in the CDQ allocation could
reduce the harvests of the open access fleet.

The fleet that potentially would be most harmed are those vessels in the Non-AFA trawl C/P sector,
which has traditionally harvested the vast majority of the yellowfin sole TAC. This is the only fleet that
has consistently harvested yellowfin sole in a directed fishery. The magnitude of the impact on individual
companies in this fleet’s financial performance would depend on several factors including, whether they
participate in the directed yellowfin sole fishery, the size of the CDQ allocations, the efficiency gains
from cooperatives (if they are successfully implemented), changes in market prices for yellowfin sole
products, and changes in the overall TAC.

Additionally, although any increases of the yellowfin sole CDQ allocation could adversely impact this
fleet’s financial performance as a whole, any vessels that partner with CDQ groups to catch yellowfin
sole could still realize some benefit from any level of CDQ allocations, either existing or increased.
Fishing companies that harvest CDQ are presumed to derive some benefit from harvesting CDQ, even if
they must return part of their harvesting proceeds to CDQ groups in the form of royalties.

1.11.2.10 Management Costs

Changes in management costs to NOAA Fisheries as a result of increased percentage amounts to the CDQ
groups are not