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XE I MARY
Elements of 1l’s Preferred Alternati

The North Pacific Fishery Management Council (Council) selected their preferred alternatives for the Gulf of
Alaska (GOA) and the Bering Sea and Aleutian Islands (BS/AI) at the June Council meeting in Dutch Harbor.
The current allocation in the GOA was rolled over for three more years. This means that 100% of the GOA
pollock and 90% of the GOA Pacific cod will be allocated to the inshore sector. The offshore sector is allocated
the remaining 10% of the GOA Pacific cod total allowable catch (TAC). This allocation will be in effect through
December 31, 2001. If further action is not taken by the Council, the inshore/offshore allocation will expire
before the 2002 fishing season.

The Council’s preferred alternative in the BS/AI allocates 39% of the pollock TAC to the inshore sector and 61%
to the offshore sector. The current allocation allocates 35% inshore and 65% offshore, so the preferred alternative
shifts 4% of the BS/AI pollock TAC inshore. In addition to changing the basic allocation percentages, the
Council also created a set-aside for catcher vessels <125' length over all (LOA) which may only be delivered to
the inshore sector. The set-aside will consist of 2.5% of the combined BS/AI TAC (after CDQs are deducted),
and will be harvested prior to the B-season, starting on or about August 25. The inshore B-season quota will be
adjusted to account for any overage or underage resulting from that year’s set-aside fishery. A change was also
made to the catcher vessel operational area (CVOA). Under the Council’s preferred alternative, all vessels in the
offshore sector must operate outside the CVOA during the B-season. Currently, catcher processors are restricted
from operating inside the CVOA during the B-season, while motherships are allowed to operate inside. The
BS/AI allocation, like the allocation in the GOA, is scheduled to sunset after three years (December 31, 2001).

This section was provided to describe the elements of the Council’s preferred alternatives. Impacts of these
alternatives are presented in the appropriate chapters of this document.

gﬂ‘:‘hapgﬂ 1

This Chapter of the document describes the management background and contains a summary of historical
inshore/offshore issues, including previous Problem Statements and the results from the I/O1 and I/O2 analyses.
The current Problem Statement and list of alternatives being considered are also contained in this chapter.
Alternatives for the GOA are limited to (1) No Action - allow the allocations to expire, or (2) extend the existing
allocations which are 100% of pollock and 90% of Pacific cod allocated to vessels delivering inshore. The time
frame for the GOA extensions could be one to three years, or until replaced by other measures related to the
- comprehensive rationalization program (CRP).

BS/AI alternatives include (1) No Action - allow allocations to expire; (2) rollover of the existing allocations;
(3) arange of possible reallocation alternatives among sectors; and, (4) a new alternative (added in April 1998)
which makes direct allocations to smaller catcher vessels, without delivery requirements, combined with partial
‘guarantees’ for processor sector deliveries. Additional alternatives are being considered relative to the Catcher
Vessel Operational Area (CVOA), relative to suballocations to vessel categories within the major sectors, and
relative to a separate allocation for a “true” mothership category.

Chapter 2

This Chapter is devoted entirely to the GOA allocation- alternatives and is essentially the only place in the
document that the GOA alternatives are addressed. Background information on the GOA pollock and Pacific
cod fisheries is provided, though the analysis is primarily qualitative in nature, reflecting the scope of alternatives
(expiration or continuation of the existing allocations) and relatively straightforward decision facing the Council
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with regard to the GOA. This chapter assesses the GOA alternatives in a threshold manner; i.e., whether it can
be shown that one alternative is superior to the other, in the context of the Council’s Problem Statement, including
the primary issues of industry stability and management considerations.

In terms of industry stability, the analysis illustrates the relatively small quotas of both Pacific cod and pollock
in the GOA (compared to the BS/AI), the ability for these quotas to be harvested and processed by the resident
GOA fishing fleet and GOA based processors, and the importance of that fishing and harvesting activity to the
fishermen, processors, and communities within which they reside. Allowing the allocations to expire would
potentially allow significant amounts of catcher/processor vessel capacity into the GOA fisheries, resulting in
potentially dramatic re-apportionment of the harvest and processing activities for both pollock and Pacific cod.
With these allocations in place for six years now, the harvest and processing industries have adapted to a
relatively stable business planning environment. Alternative 2, extending and maintaining the current allocations,
is necessary to maintain this balance in the GOA and is the only alternative which is consistent with the Council’s
Problem Statement for the GOA. Existing within-sector preemption issues (primarily with regard to
western/central GOA pollock and Pacific cod harvest by catcher vessels) are being addressed by separate Council --
initiatives, including development of additional management alternatives by a Council appointed Committee of
industry representatives.

Pollock fisheries in the GOA are apportioned on a quarterly (now trimester) basis, primarily to spread the fishery
out temporally to address marine mammal concerns. The small quotas are difficult for NMFS to manage on an
in-season basis and frequent quota overruns have occurred within these seasonal apportionments. Allowing
additional, high-power fishing capacity in these fisheries would exacerbate management difficulties and defeat
the recent progress made by the agency in managing the GOA pollock fisheries. Continuation of the current
allocations appears to offer far greater benefits (relative to Alternative 1 - allowing the allocations to expire) in
terms of management considerations and marine mammal considerations.

After reviewing the information in this section of the document, the Council selected the option that rolls over
the current GOA allocations for three more years. This option was felt to provide the industry more stability than
allowing the current allocation to expire.

Chapter 3

This Chapter, along with information in Appendix 1, contains the baseline information for the BS/AI pollock
fisheries. Primarily this is 1996 information, the most recent year for which we have ‘complete’ data. Major
findings include the following:

. Current TAC levels for BS/AI pollock (1.1 mmt) are expected through at least the year 2000 and
are therefore assumed to be at that level for the purposes of this analysis. We have also assumed
that 7.5% of the 1.1 mmt TAC will be allocated to CDQ fisheries.

. Season lengths have declined for both sectors under the existing allocations. During the A-season
the offshore sector has markedly lower season lengths compared to the inshore sector, while B-
season lengths are very similar for both sectors. From 1992 to 1997 the overall season length (A
and B seasons combined) has declined from 159 days to 75 days for the inshore sector, and from
103 days to 56 days for the offshore sector, a relatively similar decline for both sectors.

. In terms of catch and production over time, the inshore sector’s share of the total increased from
26% to 34% under the existing allocations, while their actual tonnage has remained virtually
unchanged. The “true” mothership share has increased over time from 9% to around 11.5% (in
1997), while the actual tonnage was a slight decrease. The offshore sector share declined from
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about 67% in 1991 to about 56% in 1997, while the actual tonnage declined significantly, by about
35%. The Tables E.1 and E.2 below summarizes the catch and relative shares over time, including
a further breakdown of the offshore sector for the “true” motherships and for that portion of the
offshore sector which is from catcher vessel delivenes.

Table E.1 Harvest of Pollock in Pollock Target Fishenies (Includes CDQ)

Industry Sector 1991 1994 1996 1997
C/Ps Own Catch 1,005,803 733,018 582,208 556,272
C/V Deliveries to C/Ps 22436 35,031 63,386 44612
IC/P Total 1008239 768049 645594 600884
True” 1 144,138 113077 121,959 123 571
Inshore (Shoreplants) 375,570 375,602 324,846 296,421
Inshore (Motherships&C/Ps) 32,372 48,519 70,696 58.370
Inshare Total 407942 424121 305542 354 791]
Grand Total 1,580.319 1305247  1.163,095  1.079.246

Table E.2 Harvest of Pollock in Pollock Target Fisheries (Includes CDQ)

Industry Sector 1991 1994 1996 1997,
Inshore (Shorebased plants)
% of Inshore 92.06% 88.56% 82.13% 83.55%
% of Total 23.77% 28.78% 27.93% 27.47%
pshore (Motherships&C/P)
: % of Inshore 7.94% 11.44% 17.87% 16.45%)
% of Total 2.05% 3.72% 6.08% 5.41%
Inshore Total 25.81% 32.49% 34.01% 32.87%
““True” Motherships
% Offshore| 12.29% 12.83% 15.89% 17.06%
%T*otgﬁl 9.12% 8.66% 10.49% 11.45%
Offshore C/Ps (All Processing)
% Offshore 87.71% 87.17% 84.11% 82.94"/{
% Total 65.07% 58.84% 5551% 55.68%
C/V Deliveries to Offshore C/Ps
% of CP 2.18% 4.56% 9.82% 7.42%
% of Offshore 1.91% 3.98% 8.26% 6.16%
% of total 1.42% 2.68% 5.45% 4.13%
Offshore Total (C/Ps & True MS) 7419% _ 6751%  6599% __ 67.13%)
. Regarding the distribution of catch among catcher vessels, relative share for small catcher vessels

(<125") overall has declined over time, from about 65% in 1991 to about 42% in 1996 - the number
of catcher vessels in this ‘small’ category has increased from 71 in 1991 to 89 in 1996. Vessels
from 125"-155" have increased in numbers over time (from 6 in 1991 to 20 in 1996) and catch share
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(from 14% in 1991 to 37% in 1996). Numbers (7 in 1991, 10 in 1994, 9 in 1996) and catch share
(less than 20%)for the largest category of catcher vessels (>155') have remained fairly constant
over this same period.

. For both inshore and offshore sectors, approximately 96% of the total pollock catch is taken in
pollock target fisheries. In terms of pelagic vs bottom trawl mode (in target pollock fisheries), the
inshore sector takes about 97% in pelagic mode, and the offshore sector takes about 91% in pelagic
mode.

. NMEFS published product recovery rates (PRRs) are currently utilized as part of the blend data in
estimating overall catch for the offshore sector. PRRs were used for catch estimation for the
inshore sector prior to 1992 (scale weights are now used). Catch estimation procedures are
therefore different for the two sectors, but represent the best available information and are what is
used to manage TAC attainment in the fisheries.

. Overall utilization rates, across all product forms, are calculated to indicate the amount of product
derived from raw fish input. Utilization rates have changed over time, with improvement in both -
sectors, though the inshore sector utilization rates have improved more dramatically, from 23% in
1991 to 33% in 1996, while the offshore overall rate has gone from about 17% in 1991 to near
21% in 1996.

. Discard rates of pollock in pollock target fisheries are very low for all sectors - approximately 2.5%
for offshore operations and around 1% for inshore and “true” mothership operations (1996 data).
Future economic discards of pollock are assumed to be zero due to provisions of the IR/IU
program. Continued regulatory discarding may occur, but is not quantifiable without further
experience under the IR/IU program, but is expected to be minimal overall.

. Prices used in the analysis are as follows:

The ex-vessel price for pollock delivered to inshore processors is $0.085/1b, and was derived from
the 1996 COAR data. The offshore price used in this analysis is $0.0744/1b, and is set equal to
87.5% of the inshore price.

First wholesale prices for both the inshore and offshore sectors were derived from 1996 COAR
data, except for the offshore mince price. Only one offshore processor reported a mince price in
the 1996 COAR, and confidentiality standards do not allow that price to be reported. In that one
case, data supplied by the At-sea Processors Association was used in the analysis.

. Because the offshore sector was not well represented in the COAR data, the At-sea Processor’s
Association provided data on 14 of their vessels to verify the offshore component of the COAR
report. The results of that comparison showed that prices were almost identical in both the COAR
and APA data. The COAR prices are reported in Table E.3.
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Table E.3 First Wholesale Prices Reported by Alaska Processors

Fillets&Blocks Fillets&Blocks Fillets&Blocks Roe Surimi Meal Minced'
Skinless- Skinless- DeepSkin
Boneless Boneless
. &DeepSkin
" Inshore $/1b $/1b $b $b  $b  $b $/b
1991 1.38 3.79 1.26 0.26
1994 Q.71 1.11 3.65 091 0.22
1996 0.96 124 452 082 030 0.52
Offshore
1991 1.38 466 1.58 0.25
1994 0.71 1.11 5.79 0.94 0.22
1996 0.96 124  6.03 086 0.29 0.421]

Source: 1991, 1994, and 1996 COAR data.
Note: To protect the confidentiality of processors, fillet prices are based on combined inshore and offshore

data.

Minced prices for 1991 and 1994 were not estimated.

' / The 1996 Offshore Minced price was provided by the At-sea Processors Association (APA) as only one
At-sea company reported minced prices to ADF&G in the COAR. If APA and ADF&G data were combined
the 1996 Offshore minced price would be $0.45.

> Product mix is assumed throughout the analysis to remain proportional to the 1996 information.
t In summary, this is shown below, for major product forms, by sector:

Table E.4 Pollock Products Processed During 1996 (mt)

Inshore/Offshore Class | Surimi Minced Fillet/Block Deep Skin  Meal Oil Roe
and IQF Fillet

Catcher Processor Total | 57,938 7,851 6,035 25,214 12312 344 7,346

Inshore Total' 71349 2,626 9,229 7442 27864 8514 4417
“True” Mothership Total| 21,992 . . - 5016 353 1,075
Grand Total 151,279 10478 15,263 32,657 45192 9211 12,838

!/ The Shoreside total includes CDQ production. The other sectors do not include CDQ in this summary table.

. Regarding foreign ownership of pollock harvesting and processing operations, the inshore
processing sector and the “true’” mothership processing sectors exhibit a significant degree of non-
U.S. ownership (primarily Japanese). Four of the six principle shorebased processors were
affiliated with Japanese parent companies. The two other plants operating inshore were owned by
the same US company. The two inshore motherships were both US owned. One of the three “true”
motherships was US owned. The offshore catcher/processor fleet exhibits significant degrees of
non-U.S. ownership (primarily Norwegian) though that also varies across companies and vessels.
Overall, 20 catcher processors appear to have some foreign ownership, while the remaining 17 are
fully US owned. The catcher vessel fleet is a mixed bag with 14 catcher vessels delivering inshore
having some foreign ownership, and eight catcher vessels delivering to offshore processors having
some foreign ownership.
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Chapter 4

Employment information is contained in Appendix I, Tab 6 - an attempt was made to provide
comparable information for both inshore and offshore sectors regarding total employment and
relative degree of Alaskan employment. The information is not specific to pollock
fishing/processing activities, though the information provided for the at-sea sector is only from
member companies of the At-sea Processor’s Association (APA), which are primarily pollock-
intensive operations. While care should be taken in making direct comparisons of this information,
it does illustrate an overall low level of Alaskan employment by both sectors - around 14% Alaskan
residents for the inshore sector (overall) and around 8% for the offshore sector (APA companies).

Overall bycatch of PSC species (by rate and by total volume) is quite low in the pollock fisheries,
with the exception of salmon and herring, for all sectors involved. The 1996 fishery information
illustrates the trade-offs associated with PSC bycatch when comparing the sectors. The catcher
processor fleet, in general, had higher bycatch of halibut, herring, and crab species, while the
inshore and “true” mothership sectors showed higher bycatch of chinook salmon. Looking at
‘other’ salmon specifically, the “true” mothership sector, takes ‘other’ salmon (primarily chum)
at a higher rate than any other processing sector. While these trade-offs are reflected across the.
alternatives being considered, none of the alternatives is expected to significantly change the overall
bycatch (by rate or volume) across PSC species.

Regarding vessels which participated in BS/AI pollock target fisheries anytime between 1992 and
1996, and which also participated (checked in or out) in Russian water fisheries, the information
shows that 22 such vessels fished in Russia in 1992, only one did so in 1993 and one again in
1994, three in 1995, and five in 1996. All of these vessels were catcher/processors when they
fished the BS/AI pollock fisheries.

Regarding state and local fish tax payments, both the inshore and offshore sectors pay such taxes.
Some ‘leakage’ occurs where deliveries are landed outside Alaska, or transhipped overseas, and the
tax is not applied. Primarily this leakage has occurred with the offshore catch landings tax (“true”
motherships included in this sector), and has run at about 16 to 18% of the offshore total catch
(1996 and 1995 respectively).

This Chapter contains the projections for the major allocation alternatives, including the expected amounts of
each product (assuming proportions realized in the 1996 fisheries) under each primary allocations alternative and
the gross revenue changes associated with each primary alternative (recognizing that the Council may choose any
percentage within the ranges specifically analyzed).

Table E.5 reports the relationship between a 50,875 mt change in each sector’s allocation (5% of the 1,017,500
mt CDQ-adjusted TAC) and the change in total gross revenue (both ex-vessel and first wholesale) and the
products produced within the sector. All of the information reported in Table E.S represents the change from the
status quo allocation. Because the calculations are linear, the effects of other allocation amounts may be
calculated easily using the information in the table. For example, an allocation that would grant a sector 7.5%
more of the TAC would increase their revenues and products by 1.5 times those listed in Table E.5.
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Table E.5 Changes resulting from a 5% shift in the BS/AI Pollock TAC within each industry sector

Inshore “True” Mothership Catcher Processor
% Change Within the Sector’ 143 % 50.0 % 9.1%
Raw Fish (mt) 50,875 50,875 50,875
Cat. Ves. Gross Rev. (ex-ves, $ millions)? $95 $83 $ 08
Gross'Revenue (1st Wholesale, $ millions) $ 301 $ 268 $ 271
Surimi (mt) 9,179 9,910 5,149
Minced (mt) 338 - 698
Fillet/Block and IQF (mt) 1,187 - 536
Deep Skin Fillet (mt) 957 - 2,241
Meal (mt) 3585 2,260 1,094
0il (mt) 1,095 159 31
Roe (mt) 568 484 653

1/ The percentage change within a sector is calculated as (((status quo tons + 50,875)/(status quo tons))- 1)*100.
So, it represents the percentage increase that sector will receive.

2/ Only the catch delivered by catcher vessels is included for catcher processors.

Note: A 5% TAC decrease to a sector will result in numbers of equal magnitude, but with a negative sign

Also included are more qualitative assessments of various sub-options being considered. These include: (1)
potential separation of “true” motherships with their own allocation; (2) sub-allocation of the inshore quota to
small (<125") catcher vessels; (3) sub-allocation of the offshore quota to catcher vessels delivering offshore; and,
(4) options for the duration of the allocation (sunset alternatives).

% 1996, deliveries to the three “true” motherships accounted for about 10% of the BS/AI pollock catch. The
ouncil is considering allocating 5-15% of the BS/AI TAC to this sector. There is still some question regarding
who is classified as a “true” mothership. Under the strictest interpretation only about six vessels could be
classified as “true” motherships, and this raises limited entry questions.

An allocation of 40-65% of the inshore quota is being considered for catcher vessels less than 125'. This roughly
covers the range that subsector has taken over time (it has decreased to about 40% currently). This suboption
could not be implemented in 1999. NMFS current catch accounting system will need to be modified before this
allocation could be monitored This does not mean the Council cannot consider this option, but actual
implementation would be delayed beyond the January 1, 1999 start of I/O3.

A set aside of 9-15% of the offshore quota is also being considered by the Council. In 1996, catcher vessels
delivered about 10% of the pollock catcher processors processed (down to 7.4% in 1997). So, the low range of
the allocation represents the catcher vessels largest historical percentage of pollock processed by offshore catcher
processors. This allocation could be monitored in 1999 as long as there were no catcher vessel length restrictions
associated with this allocation.

The Council may choose to keep /O3 in effect until replaced by CRP. However, there is still a question of what
is meant by CRP. The Council is also considering two potentially shorter allocations. A sunset date one year
after implementation of I/03 would require the Council to immediately begin analysis of I/O4. One additional
year would likely not provide enough time to collect the necessary data and do a formal cost/benefit analysis. It
would also create an unstable planning environment for the fleet. The three year sunset would likely resolve most
of the problems associated with a one year allocation.
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~A new option was added to the Inshore/offshore suite of altematives call the “Harvester’s Choice”. This
allocation would create a set-aside for catcher vessels less than 125' LOA (a second option would include catcher
vessels 155' LOA or shorter in the set-aside). The set-aside would be created using 40-65% of the inshore quota,
9-15% of the offshore (catcher processor) quota, and 100% of the “true” mothership quota. Once the quota is
placed in the set-aside, the catcher vessels would be allowed to deliver their catch (from the set-aside) to any
processing sector. This will result in less pollock being guaranteed to each processing sector. However,
depending on their success in purchasing pollock from the set-aside, they may be able to process more BS/AI than
they would have received under the initial allocation.

Including catcher vessels from 125' through 155' in the set-aside will likely reduce the benefits of this option for
catcher vessels less than 125' LOA. Catcher vessels less than 125' LOA have had their share of the inshore quota
reduced from 65% in 1991 to 42% in 1996. All of that reduction was the result of increased harvest in the 125'
through 155' catcher vessel class. Catcher vessels greater than 155' harvested 19% of the inshore quota in 1991
and 1996.

According to NMFS the “Harvester’s Choice” option could not be implemented in 1999. However, the Council
may select this option with the understanding that NMFS would implement the set-aside when their in-season
catch accounting system was changed to track catch at the harvest vessel level.

After considering all of their options the Council selected a preferred alternative for the BS/AI which will move
an additional 4% of the TAC inshore, changing the allocation split to 39% inshore and 61% offshore. In addition
to changing the allocation percentages, the Council also voted to restrict the entire offshore sector from operating
inside the CVOA during the pollock B-season. They also created a set-aside of 2.5% of the total BS/AI TAC
(after CDQs are deducted) to be fished only by catcher vessels less than 125' LOA delivering to inshore
processors. The set-aside fishery will take place on or about August 25. Any overages or underage resulting
from the set-aside fishery will be subtracted/added to the inshore open access B-season fishery. The Council’s
new program is scheduled to remain in place only for the 1999, 2000, and 2001 fishing years and then sunset.
A new Council action will be required to keep an inshore/offshore type allocation in place after 2001.

Table E.6 provides a summary of the projected changes under the Council’s preferred alternative. Projections
are based on a TAC of 1,017,500 mt, after CDQs are deducted from the quota. Processing in the inshore sector
is assumed to increase by 40,700 mt, while processing in the offshore sector is expected to decline by the same
amount.

Given constant product mixes and prices, exvessel revenue is expected to increase by $5.1 million and first
wholesale revenue is expected to increase by $2.4 million. Only catcher vessel revenues are included in the
exvessel calculation. Because less fish is harvested by catcher processors under the Council’s preferred
alternative, increases in exvessel revenues are expected. Greater catcher vessel harvests may also make the
exvessel revenue increase seem larger than expected. The change in first wholesale revenues represents less than
0.5% of the total, and if the uncertainty around the estimate was considered, the change may not be significantly
different than zero.
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Changes in product mix are also included in this Table. They show that surimi, fillet, and meal production is
expected to increase, while deep skin fillet, mince, and roe production decreases.

Table E.6 Changes resulting from a 4% BS/AI pollock TAC increase to the inshore sector

Inshore Offshore Total
% Change Within the Sector 11.4% (6.2 %) -
Raw Fish (mt) 40,700 (40,700) -
Catcher Vessel Gr. Rev. (ex-vessel)l $76 ($ 2.5) $5.1
Gross Revenue (1st Wholesale) $ 241 $ 21.7) $24
Surimi (mt) 7,343 (4,595) 2,748
Minced (mt) 270 (488) (218)
Fillet/Block and IQF (mt) 950 (375) 574
Deep Skin Fillet (mt) 766 (1,569) (803)
Meal (mt) 2,868 (992) 1,876
Oil (mt) 876 37 839
Roe (mt) 455 (505) (51)

1/Only the catch delivered by catcher vessels is included for catcher processors
2/The sector's allocation was calculated using the following formula:
Allocation = (allocation percentage * 1,100,000mt * 0.925)

3/The status quo was assumed that catcher processors process 55%, “true” motherships 10%, and Inshore 35%

4/Use caution when comparing gross revenues across sectors, because they are dependent upon utilization rates

and wholesale prices which were derived differently.

g‘uhgnj;gr 5
This Chapter is devoted entirely to the CVOA options and includes historical fishing patterns relative to the
CVOA and projections of CVOA fishing patterns under the alternatives. Major findings include:

. Pollock tend to be larger and have less size variation inside the CVOA.

. CPUE tends to be higher outside the CVOA.

. Increased pollock allocations to the offshore sector leads to less pollock catch in the CVOA relative
to the status quo;

. During the A-season, excluding the offshore sectors (CVOA alternative 1), and offshore and “true”

mothership sectors (CVOA alternative 2) from the CVOA yields reductions in A-season CVOA
pollock catches. Total CVOA catch is also reduced in every case except when only catcher
processors are excluded under Alternative 3(D). In all the other options, the projections indicate
that catch inside the CVOA is reduced 15-57%,

. During the A-season, no combination of allocation alternative or CVOA alternative leads to
increases in A-season CVOA pollock catch greater than 6%. Therefore, even under the no CVOA
option catch is projected to increase only slightly during the A-season;

. Predicting B-season removals from the CVOA under the No CVOA alternative is highly
speculative regardless of the allocation alternative, and depend considerably on how the offshore
fleet is distributed.
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. In the B-season and for CVOA alternatives 1, 2, and status quo, reductions in CVOA pollock
catches are predicted for those sector allocation alternatives that increase the offshore sector’s
allocation (except for the combination of sector alternative 3(C) and CVOA alternative 2);

Alternatives which require sectors to operate outside the CVOA during the A-season appear to have greater
impacts during years when the ice edge is further south. In 1991 and 1994 the ice edge was about 200 nautical
miles further south that during 1996. Those years almost all of the catcher processor’s and catcher vessel’s catch
came from inside the CVOA.. In 1996 the catch distribution was much closer to a 50/50 spilt inside and outside
the CVOA. Forcing vessels to fish closer to the ice edge may also cause safety concerns.

The Council’s preferred alternative allocates more pollock to the inshore sector, but then reduces the removals. .
of pollock which may be taken from the CVOA by allowing only the inshore sector to operate inside the CVOA
during the B-season. The Council opted to restrict “true” motherships from operating in the CVOA to create a
more equitable offshore fishery. “True” motherships had increased their share of the offshore quota over time,
so this was viewed as a way to help balance the offshore sector. The issue of marine mammals in general, and
Stellar sea lions in particular, was considered a larger problem that should be dealt with outside of the
inshore/offshore allocation. A paper will be prepared by NMFS over the summer and fall, in conjunction with
the Stellar sea lion recovery team, to look at the needs of Stellar sea lions in a comprehensive fashion.

Chapter 6

This is the Environmental Assessment (EA) and is primarily focused on marine mammal issues as they relate to
the CVOA. Also included is a discussion of EPA considerations as they relate to the issue of air and water
quality and processing discharges. Just prior to the April 1998 meeting, the NMFS issued guidance to the
Council regarding pollock removals from the CVOA, which overlaps with critical habitat area for Steller sea
lions. The gist of the NMFS guidance was that, whatever alternatives and options were selected by the Council,
those should not result in a proportional increase in pollock removals from the CVOA. This draft of the analysis
provides additional discussion regarding the definition of proportional (what is the baseline from which we would
measure the relative change), and examines the possible combinations of alternatives and suboptions which
would comply with this guidance. For example, basic allocation alternatives which might increase proportional
CVOA removals can be offset by options which specifically limit harvests from the CVOA by sector and/or
season. Additional general information on Steller sea lions, such as life history and feeding habits, is also
included in Chapter 6.

The Council’s preferred alternative will not result in a proportional increase in pollock removals from the CVOA.

Increasing the inshore allocation was more than offset by restricting the entire offshore sector from operating
inside the CVOA during the pollock B-season.
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This Chapter contains a summary of economic implications of the alternatives, including E.O. 12866
considerations, and addresses other issues raised by the Council.

Net benefit impacts are not quantifiable given the lack of cost data and other information. Gross

. revenue projections indicate very little change in overall gross revenues from the fisheries, under

any of the alternatives. Impacts are expected to be primarily distributional in nature, with impacts
to industry sectors being proportional to the allocation changes considered. With such small
changes in gross revenues overall, net impacts to the Nation from any of the alternatives will not
likely be significant under the provisions of E.Q. 12866, which specify a $100 (net) million annual
effect on the economy as the trigger for a ‘significant’ action.

Utilization rates, as previously summarized, have changed over time, with the inshore sector
exhibiting a much higher overall utilization rate (and improvement over time) than the offshore
sector. During [/O1, underlying (assumed) PRRs were a significant and contentious factor in the
analyses, and were factored into the analyses to arrive at overall net impact projections. The I/O2
analyses did not attempt to quantify net benefits, but did examine several primary parameters of
the fisheries, including overall utilization rates (not to be confused with assumed PRRs). Based
largely on improved utilization rates by the inshore sector from 1991 to 1994, the analysis for /O2
projected that the original net loss estimates associated with the allocations were likely overstated.

For the current analysis (I/O3), overall utilization rates are factored into the projections for product
and gross revenues for each of the alternatives. The higher utilization rates for the inshore sector
equate to a higher gross revenue per ton of raw fish for that sector, when compared to the offshore
sector, and therefore results in slightly higher overall gross revenues from the fishery for
alternatives which allocate more pollock inshore. However, these projections do not take into
account relative production costs between the sectors. Higher utilization rates alone do not
necessarily equate to ‘highest value’ from the fisheries. NOAA GC advice on this issue is that,
while the Magnuson-Stevens Act does not dictate management measures based on achievement of
higher product utilization rates, the Council may well consider this as a criterion in its decision
process.

Regarding excessive shares/capital concentration issues, there is little in the way of analysis directly
focused on this issue. Relative share of the harvest and processing of pollock, by individual firms
or vessels, cannot be published, though information of this nature is available in industry
publications, has been referenced in public testimony before the Council, or is generally known.

NOAA GC advice is that, because the inshore/offshore alternatives do not allocate fishing
privileges to individual fishermen (or entities), and the alternatives do not directly result in
acquisition of shares, National Standard 4 does not apply in the context of addressing a particular
company’s share of pollock harvest/processing (though Standard 4 does apply generally).
Additional discussion of excessive share issues as they relate to the National Standards is
contained in Chapter 7.

Regarding progress toward overall Comprehensive Rationalization Planning (CRP), the place of
/O3 depends on the ultimate CRP goal - if it is some type of IFQ program then the allocations will
likely serve to establish the “playing field” for those allocations, at least among sectors, regardless
of the specific percentages chosen. With an IFQ program at least 4 to 5 years away, due to the
Congressional moratorium, continuation of the allocations would appear to constitute a critical
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Chapter 8

‘holding place’ for the fisheries. If an IFQ program is not the eventual goal, then the allocations
are perhaps even more critical to defining the fishery. Regardless of the ultimate CRP solution, it
would appear that continuation of the allocations (without prejudice to the percentages), is critical
to orderly prosecution of the fisheries and a stable management environment.

Regarding potential implications of the American Fisheries Act (currently proposed in Congress),
enactment of this Act would result in a significant potential reduction in offshore sector capacity.
As many as 15 vessels could be immediately impacted, with those vessels accounting for 32% of
the total offshore catch in 1996 (21% of the overall pollock total in 1996).

Chapter 8 contains discussions of consistency with other applicable laws, including: Magnuson Act, National
Standards, and the Regulatory Flexibility Act. These assessments focus on the Council’s preferred alternative.

The Council’s preferred alternative appears to be consistent with the National Standards, based on
the information available. For example, community stability and sustained participation (National
Standard 8) is dependent, in many cases, on continued participation by all major industry sectors,
both offshore and inshore. The Council’s preferred alternative changed the basic allocation
percentages, but should allow continued participation by all sectors.

Section 303(a)(9) of the Act requires consideration of potential impacts to participants in the
fisheries, and to other (adjacent) fisheries. Chapters 4 and 5, and other sections of this document
address impacts to participants in the pollock fisheries. Chapter 8 contains information regarding
potential impacts to other fisheries (“spillover effects’). While this information does not allow for
conclusive statements regarding the likelihood or magnitude of such spillover effects, it is intended
to assist the Council and other reviewers by providing background information relative to this issue.

Included in that Chapter is the following: (1) information on the operational capacity and capability
of vessels/processors operating in the pollock fisheries; (2) patterns of entry and exit in the pollock
fisheries over time; (3) profiles of vessel/processor activity in alternative fisheries over time; (4)
detailed information on the 1997 fishing activities by vessels/processors involved in pollock
fisheries; (5) value estimates for other species (intended to provide insights on ‘replacement’
potential of other species for lost pollock opportunities); and, (6) discussion of the potential for
spillover and possible mitigating measures. The analysis recognizes the potential for lost pollock
opportunities to be replaced, to some extent, by alternative fisheries such as yellowfin sole and
Atka mackerel, which are primary targets of the H&G factory trawl fleet. Mitigating measures
could include additional stand-down provisions to reduce the potential incursion into these fisheries
by ‘pollock’ vessels. Stand-down measures could probably be implemented, if desired, in time for
the 1999 fisheries. Species endorsements in the Council’s LLP are another measure that could
potentially address this issue, though that proposal has previously been discussed and rejected by
the Council.

Section 303(b)(6) requires certain specific analysis when considering limited entry programs. The
creation of a “true” mothership category, limited only to those operations which “have processed,
but never caught” pollock in the BS/AL would have created a limited entry program (the three
existing “true” motherships and four others would appear to be the only eligible operations).
However the Council’s preferred alternative does not separate the offshore sector into catcher
processor and “true” mothership categories. So, the additional analysis that would have been
needed to fulfill requirements under 303(b)6 are not a necessary.
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. The Regulatory Flexibility Act (RFA) requires analysis of impacts on small entities, and
determination of whether management actions would ‘significantly impact a substantial number
of small entities’. Significance can be triggered by a reduction in revenues of more than 5%; a
substantial number is defined as more than 20% of the affected universe of small entities. A
discussion of the proposed GOA action relative to the IRFA is contained under section 2.4.3, and
it concludes that no significant impacts are expected. However, because the action for the GOA
and the BSAI will be contained in a single rulemaking, the IRFA findings must be considered in
a collective fashion. It appears that 63 BS/AI pollock catcher vessels, 6 CDQ groups, and 60
government jurisdictions would be considered small entities for RFA purposes, based on existing
interpretations of the Regulatory Flexibility Act. Of the 63 catcher vessels that are considered
small entities (out of 119 total), 38 vessels are < 125' LOA and deliver inshore at least part of the
year. These vessels would be able to participate in the small catcher vessel set-aside and should
benefit under the Council’s preferred alternative. Twenty-one offshore catcher vessels may also
find markets and be able to deliver inshore during the set-aside fishery, but these vessels may need
to leave that fishery before it closes in order to be outside of the CVOA at the start of the B-season.
The impacts on small organizations and small government jurisdictions are discussed in appendices
IT and III. Overall it appears that the proposed action with respect to the BSAI may result in
significant impacts as defined under the RFA. Therefore, the combined actions with respect to the
GOA and the BSAI may result in significant impacts based on this IRFA. NMFS will complete
the FRFA (final analysis) after the public comment period on the proposed rule and IRFA.
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1.0 INTRODUCTION AND MANAGEMENT BACKGROUND

Inshore/offshore (I/0) allocations of the pollock TAC were originally established under Amendments 18/23 to
the Bering Sea/Aleutian Island and Gulf of Alaska Fishery Management Plans, respectively.! The allocations
were continued by the Council in Amendments 38/40 to the respective FMPs. Both the original amendments and
the continuation contained “sunset” provisions, requiring the Council to reexamine the allocations, or see them
expire. The current /O management program will sunset December 31, 1998, without further Council action.

In June 1997 the Council requested information, in the form of pollock industry profiles, which enabled them to
examine the evolution of, and current status of, the BS/AI pollock fisheries from 1991 through 1996. These
profiles are included as Appendix I to this document. Based on its examination of those profiles, and other input
received through public comment and Council discussion, the Council, at its September 1997 meeting, adopted
a Problem Statement (with an associated set of alternatives) to examine the inshore/offshore pollock allocation,
within “current” biological, economic, social, and regulatory contexts. This proposal is referred to as
Inshore/offshore Three (1/03).

The Council proposed that an analysis be undertaken to examine I/O3 alternatives which include continuation
of the existing sector-share allocations and, in the case of the BS/AI management area, a series of changes in
allocation shares and sector definitions, as well as possible changes in ‘reserved-area’ boundaries and access (i.e.,
management of the CVOA). In response, the Council staff has initiated development of an EA/RIR/RFA, to
assist the Council in its deliberations and to permit the Council to take action on /O3, prior to its scheduled
sunset, if deemed appropriate.

1.1 Purpose and Need for Action

As noted above, in September 1997 the Council developed the following Problem Statement relative to the
inshore/offshore pollock allocation issue:

GOA Problem Statement:

Allowing the current Gulf of Alaska Inshore/offshore allocative regime to expire December 31, 1998, would
allow the same preemption of resident fleets by factory trawlers in the pollock and Pacific cod fisheries which
occurred in 1989. It was this dramatic preemption which triggered the original proposal for an inshore/offshore
allocation. In 1989, there was still pollock available in the Bering Sea when the preemption occurred when
vessels moved into the Gulf to take advantage of fish with high roe content.

A rollover of the current Gulf of Alaska inshore/offshore program which allocates 100% of the pollock and 90%
of the Pacific cod to inshore operations is a proactive action to prevent the reoccurrence of the original problem.

B Probl

The current inshore/offshore allocation expires at the end of 1998. The Council thus faces an inevitable
allocation decision regarding the best use of the pollock resource. Many of the issues that originally prompted
the Council to adopt an inshore/offshore allocation (e.g., concerns for preemption, coastal community
dependency, and stability), resurface with the specter of expiration of the current allocation.

! In the GOA, the Pacific cod TAC was also apportioned between ‘inshore’ and ‘offshore’ sectors under the
/O amendment.

HAIN-OFF-3\1SECREVAIO3EA.SOC 1 (August 26, 1998, 1:00 pm)



The current allocation was made on the basis of several critical assumptions including utilization rates, foreign
ownership, the balance between social gains and assumed economic losses to the nation, and the nature of
progress on the Council's Comprehensive Rationalization Program (CRP) initiative. Many of these assumptions
have not been revisited since approval of the original amendment. It is not clear that these assumptions hold or
that the Council and the nation are well-served by continuing to manage the pollock fishery without a
reexamination of allocation options. The Magnuson-Stevens Act presents the Council with a new source of
guidance to evaluate national benefits. In the context of Council deliberations over Inshore/offshore 3, this
includes enhanced statutory emphasis on increased utilization, reduction of waste, and fishing communities.

There have also been substantial changes in the structure and characteristics of the affected industry sectors

including number of operations, comparative utilization rates, and outmigration and concentration of capital. -
These changes are associated with several issues, including: optimization of food production resulting from wide

differences in pollock utilization; shares of pollock harvesting and processing; discards of usable pollock protein,

reliance on pollock by fishing communities; and decreases in the total allowable catch of pollock. In addition,

changes in fishing patterns could lead to local depletion of pollock stocks or other behavioral impacts to stocks

which may negatively impact Steller sea lions and other ecosystem components dependent upon stock availability

during critical seasons.

Therefore, the problem facing the Council is to identify what allocation would best serve to ensure compliance
with the new Act and address the issues identified above.

1.2 Alternatives Being Considered
Alternative 1: No action.

Alternative 2: Rollover existing inshore/offshore program, including:
GOA pollock (100% inshore) and Pacific cod (90% inshore)
allocations
BS/AI pollock (35% inshore, 65% offshore) allocation
suboption a: 1-year rollover
suboption b: 3-year rollover

Alternative 3: Allocation range (BS/AI only) of following percentages:

Option: A B C D
Inshore sector 25 30 40 45
“True” Motherships 05 10 10 15
Offshore sector 70 60 50 40

Staff intends to look at these ranges as four separate allocation alternatives.
However, it is the Council’s intent that these be considered as bounds for the
allocation, and that the Council may select any allocation that falls within the
bounds of the study, including the existing 65/35. Therefore, the Council may
select as its preferred alternative any allocation that issues the Inshore sector 25-
45%, “True” Motherships 5-15%, and the Offshore sector 40-70% of the BS/AI
pollock quota. The Council wants to emphasize to the public that this wide range
of allocations is for analysis and does not necessarily signal that the Council will
choose such a wide divergence from status quo when the final decision is made
next June.
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Option: Establish a reserve set aside for catcher vessels less than 125 feet. The range considered
for this set aside is 40-65% of the inshore and ““true” mothership sector quotas. This range is based
on the percentage of harvest that these smaller catcher vessels accounted for between 1991 and
1996.

Allocations would be analyzed such that the “true” motherships (which could operate in the BS/AI only) would
be looked at as a sub-component of either the inshore or offshore component or as a separate component.

Option: Nine to 15% of the offshore quota shall be reserved for catcher vessels delivering to
catcher processors. This is in addition to the allocation that catcher vessels may receive under the
“true” motherships and inshore sectors.

Alternative 4; “Harvester’s Choice” for Catcher Vessels Less Than 125' LOA.

Establish a set-aside for catcher vessels less than 125' LOA. The set-aside would be based upon
a combination of:

- 40 to 60% of the inshore quota, plus
- 9-15% of the offshore (catcher processor) quota, plus
- 100% of the “true” mothership sector quota.

This alternative would use the main allocation percentages and small vessel set-aside sub-options, considered
under Alternative 3, to determine the amount of pollock allocated to small catcher vessels (<125' LOA). Once
their allocation percentage is determined, each of the small catcher vessels would be allowed to develop markets
and deliver their pollock to the inshore, “true” mothership, or catcher processor sectors. Larger catcher vessels
would only be allowed to sell their allocation to the inshore sector. Catcher processors would still be allowed to
harvest some or all of the catcher processor quota depending on the option selected.

Under the Status Quo allocation percentages, this options reduces the pollock guaranteed to all of the processing
sectors. However, any processing sector could increase the amount of pollock they process if they are relatively
more successful in developing contracts with small catcher vessels.

Alternative 5: “Harvester’s Choice” for Catcher Vessels 155' LOA and Shorter.

This alternative is the same as Alternative 4 except that the set-aside also includes catcher vessels
from 125' through 155' LOA.

The definitions provided by staff for the Inshore, Offshore, Catcher Vessel, and “True” Mothership sectors will
be used in this analysis. These same definitions were used in the sector profiles developed for the Council, and
presented at the September meeting. Those breakdowns include:

Alternative 6: The Council’s Preferred Alternative.

Thirty-nine percent of the BS/AI pollock would be allocated inshore and 61% offshore, after CDQs are deducted
from the BS/AI TAC. No separate allocation to “true” motherships was included in this alternative. Instead, the
“true” motherships will remain within the offshore sector.

In addition to the basic allocation split, the Council created a set-aside for BS/AI catcher vessels less than 125'
LOA delivering to processors in the inshore sector. These small catcher vessels were allocated 2.5% of the
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~combined BS/AI pollock TAC (adjusted for the 7.5% CDQ). Harvest of the set-aside will take place before the
Bering Sea pollock B-season (there is no Aleutian Island B-season), starting on or about August 25. Any
overages or underages resulting from the set-aside fishery will be subtracted from/added to the inshore BS open
access B-season quota.

The rules and regulations pertaining to the CVOA will remain the same as under I/O2, except that during the B-
season, harvesting operations allowed inside the CVOA will be restricted to catcher vessels delivering to the
inshore sector. Under the current regulations, catcher vessels delivering to any sector are allowed to operate inside
the CVOA during both the A and B-seasons. The new regulations will restrict catcher vessels delivering to
offshore processors (including “true” motherships) from operating inside the CVOA during the pollock B-season.
Catcher processors will continue to be restricted from harvesting pollock inside the CVOA during the B-season.

A three year sunset date is also included in the Council’s preferred alternative. Therefore, /O3 will remain in
effect only for the 1999, 2000, and 2001 pollock fishing seasons, if the Secretary implements this program.

Catcher Vessels:

. < 125' Length Overall (LOA)
. 125' through 155' LOA

. > 155'LOA

Inshore Processors:

. Surimi Capability

. No Surimi Capability

Catcher Processors:

. Surimi Capability

. No Surimi Capability

A vessel that has processed, but never caught, pollock in a “pollock target” fishery in the BS/AI EEZ.
Also included as options under Alternative 2 and Alternative 3:

1. Catcher vessel operational area (CVOA) Issues:

a. Keep the CVOA as currently defined.

b. Restrict catcher/processors from operation in the CVOA during both the A & B season with an
examination of allowing “true” motherships to operate in the CVOA exclusively as well as
excluding them from CVOA.

c. Restrict larger catcher vessels (>155' or >125") fishing in CVOA (added in April 1998)

d. Repeal the CVOA.

2. Sunset Issues:
a. No sunset date, but intended to serve as an interim measure until the Comprehensive Rationalization
Program has been completed.
b. 3-year sunset.

3. The analysis identifies and examines potential conservation impacts on fish stocks, marine mammals

and other marine resources that may result from status quo, or any changes in the structure of the
fishery as well as other recommendations made by the SSC in their June 1997 meeting.
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1.3 Summary of Previous Analyses

The purpose of this section is to provide the reviewer with additional background on the evolution of the
inshore/offshore pollock allocations. Drawn from previous analyses, the following section summarizes the
context and results of the analyses for the original inshore/offshore program (Amendments 18/23) and the second
iteration (Amendments 38/40).

Original SEIS from March 1992

The original SEIS prepared by Council staff focused on input/output modeling which projected distributional
changes in employment and income at the community/regional level. This analysis indicated that losses in
employment and income for the Pacific Northwest induced by the inshore/offshore allocations analyzed would
be more than offset by gains in direct income to Alaska regional economies. The magnitude of this effect depends
on the specific allocation alternative chosen, but holds true across all alternatives to some degree. The Preferred
Alternative of the Council was a three-year phase-in of allocation percentages (35/65, 40/60, and 45/55
inshore/offshore). Combining offshore and inshore regional impacts yielded a net gain in direct income of around
$9 million in the first year of the program, based on the projections in that analysis.

-Ben from Apnl 1992

As part of the Secretarial review process, NMFS economists conducted a cost-benefit oriented analysis which
focused on overall net benefits (or losses) to the nation which would result from the inshore/offshore analysis.
The basic methodology of that analysis was to measure producer surplus for each sector and then to predict the
relative changes in that producer surplus for each sector—inshore and offshore. This involved estimation, for
each sector, of relative harvest percentages, product mixes, recovery rates, and prices for fish. From this estimate,
total revenues are projected, then subtracted from total estimated costs of production to arrive at net revenues (or
producer surplus) for each sector, for both the “allocation case” and “no-allocation case.” The net revenue
difference between the two cases is the estimate of overall changes in net revenues to the nation of the allocation.

That analysis projected a net loss to the nation of $181 million over the three-year life of the allocation. Gains
to the inshore sector were outweighed by losses to the offshore sector by that amount. Assumptions and
parameters used in this analysis were the subject of intense disagreement and debate, and the analysis was largely
silent on the issues of distributional and community impacts. The analysis was part of the basis of Secretarial
review, and subsequent disapproval of the BS/AI pollock allocation (the GOA allocations were approved as well
as the CDQ program for the BS/AT).

lemental i 199

Following Secretarial disapproval, a final Supplemental Analysis was jointly prepared by NMFS economists and
Council staff. This analysis combined a cost-benefit assessment with an income/distributional analysis. The
analysis also contained a detailed examination of the CVOA. Alternatives examined included the three-year
phase-in as described above and a more straightforward 30/70 split over the entire three years. The Council
finally approved, and forwarded to the Secretary, an allocation of 35/65, 37.5/62.5, 37.5/62.5. The final analysis
projected the following major findings for the Preferred Alternative:

. Cost-benefit analyses projected an overall loss to the nation of $33.6 to $37.6 million over the three
years of the allocation, depending on which set of parameters was used in the models. Sensitivity
analysis indicated that, with certain parameters in the model, these projected losses could be reduced
substantially, or could result in a net gain to the nation of $11 million. Essentially, the projections of net
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benefits/(losses) covered a range of possibility, from positive to negative depending on parameters and
assumptions used, with the expected value in the negative.

. Distributional income analyses, using the same parameters assumed in the cost/benefit study, also
projected an overall net loss, in terms of direct income at the U.S. level, with offshore losses outweighing
gains to the inshore sectors. The estimated loss was $20 - 28 million over the three-year allocation
(Preferred Alternative), though a potential overall gain of $11 million could be projected using model
parameters based on public testimony to the Council.

. The Social Impact Assessment (SIA) which accompanied this analysis concluded that benefits to
Alaskan coastal communities from the proposed allocation would be immediate and direct, while -
corresponding losses to Pacific Northwest communities would be less direct and less immediate.
Overall, the study concluded that a given level of benefits accruing to Alaskan coastal communities was -
proportionally more significant when compared to regions like the Pacific Northwest where alternative
industries and employment existed. The SIA noted that continuation of status quo (no inshore/offshore
allocation) would have immediate and direct negative consequences for economic development and social
stability in Alaskan coastal communities who rely heavily on fish harvesting and processing.

Inshor - Amen 38/4

The analysis of the proposed reauthorization of Amendment 18/23 did not attempt to respade the previous cost-
benefit or distributional analyses; rather, it examined the current state of the fisheries (through 1994) and
identified any significant changes which had occurred which would affect the overall findings of the previous
analyses. Any directional changes, and their likely magnitudes, from the original analyses were identified in this
iteration. Projections were made regarding the likely distributions of fishing and processing activities under both
current alternatives—expiration of the allocation or reauthorization. Using the 1993 and 1994 fisheries as a base
case for comparison, impacts of these projections were offered.

That analysis also examined additional issues which had been identified by the Council in the proposed
reauthorization. In addition to potential preemption, these included stability within the industry, future trade-offs
for affected industry sectors, and the potential impacts on the Council’s overall CRP development. The pollock
CDQ program was examined from the perspective of the current status of each of the six CDQ organizations'
development, relative to the overall goals and objectives of the CDQ program created by the Council. In terms
of projected impacts during the 1995, three-year reauthorization, the following is excerpted from the Executive
Summary of that analysis:

BS/ llock Fisheries

. Price trends were similar to GOA with surimi and fillets decreasing significantly and roe maintaining
high levels. Both sectors have increased surimi production relative to other product forms, while
fillet and roe production as a percentage of overall production has remained fairlyconstant, with the
exception of roe production for the offshore sector which has dropped as a percentage of overall
production.

. Lower prices have decreased gross revenues for both sectors; gross revenues per mt of catch have
also dropped for both sectors, though differentially. The inshore sector revenue per mt decreased
11.3% from 1991 to 1994 while the offshore sector revenue per mt decreased 32.6% over the same
period. This is due primarily to higher overall utilization rates by inshore (were production per mt
of raw fish) which affects the price reduction.
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. Compared to the projected impacts of inshore/offshore as modeled in the original analyses, these
changes indicate that projected impacts (net losses to the nation) were likely overstated, and that
actual net losses are likely much less. The current analysis indicates that the range of expected
economic impacts of the allocation would be shifted more toward a neutral point.

The conclusions noted above must be tempered by the limitations of the information available to the analysis.
The most notable caveat is the lack of new information regarding costs of harvest and production for both
sectors. The best cost information available was that used in the original study which was based on an “OMB
Survey” conducted in the fall of 1990. Efforts to update cost information since that time have not been
successful. Therefore, the analysis assumes that costs per ton of harvest and production remained constant
for all producers in both sectors, and attempts to work around this shortcoming by focusing on utilization
rates, changes in product mix, and apparent changes in weekly catch and production. Additionally,
information regarding product prices for 1994 has not yet been compiled, and therefore, 1993 prices were
applied to 1994 production totals.

Projections with iration of Amendment 18/23

Chapter 5 projects probable implications of Alternative 1, the Expiration of the Inshore/offshore Amendments.
The chapter focuses on projection of the harvest splits and potential economic impacts which might occur in
the BS/AI pollock fishery without the inshore/offShore allocation. It goes on to a more qualitative discussion
of possible outcomes in the GOA pollock and Pacific cod fisheries.

BS/AI Pollock Fishery Under Alternative |

Seasonal averages and maximum catches were used to estimate harvest splits under Alternative 1. These two
different methodologies projected inshore harvests of 29.15% and 25.46%, respectively. It appeared that
using the seasonal averages predicted the 1991 harvest split more accurately than did the seasonal
maximums. Using the projected harvest splits along with total product to total catch ratios (the “Utilization
Rate”), product mixes and prices assumed for the 1994 fisheries, we estimated gross revenues. The results
showed a probable decline in overall gross revenues accruing to the BS/AI pollock fisheries under Alternative
1 from 3515 million estimated for the 1994 fishery to 8511 million using the seasonal averages or $509
million using the season maximums, a very small change relative to the overall magnitude of the fishery.
Further, the projected harvest splits using the seasonal average approach indicated that the overall shift in
harvest to the inshore sector from the offShore sector, which was predicted to occur under the inshore/offshore
allocation in the Supplemental Analysis, were likely overstated. This implies that the estimated net losses to
the Nation, resulting from Amendment 18 in the Supplemental Analysis, were also overstated.

The analysis also concluded that Alternative 1 would likely have negative impacts on the stability of coastal
communities, and upon the industry itself, particularly during the crucial period in which the Council attempts
to rationalize the fisheries with comprehensive solutions.

Overall, it was concluded that Alternative 1 is less likely to provide significant gains in net benefits to the
Nation than might have been supposed in the Supplemental Analysis. It is also likely that, given the inherent
uncertainty of the information and the models used, the cost/benefit implications of the inshore/offshore
allocation approach neutrality, and therefore the cost/benefit implications of the lack of an allocation also
approach neutrality. These conclusions are based on several key assumptions:

1. Discard and utilization rates remain at the same relative levels during 1996-1998 as in 1994.

2. 1993 prices used to estimate 1994 gross revenue will be applicable for the years 1996-1998.

3. Product mix in each of the years from 1996-1998 will be identical to those found in 1994.
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- 4. Relative weekly catch and production between sectors will remain as it was in 1994.
5. Relative harvests and product costs between sectors remain the same as in the supplemental

analysis.
6. Biomass levels, TACs, and therefore CPUEs, remain at 1994 levels.

These are fairly strong assumptions and thus give rise to the fairly weak conclusion of the neutral impact on
the cost/benefit implications of the allocation. Given a neutral allocation, in terms of efficiency, conclusions
regarding stability and impacts on communities become all the more relevant.

GOA Pollock Fishery Under Alternative 1

Estimates of impacts of Alternative [ on the GOA pollock fishery were qualitative. In general, it was
concluded that under the Alternative offshore catcher-processors would likely enter the GOA pollock fisheries.
in the second and third quarter apportions, causing shorter seasons and destabilizing the current
participants, noting that these conclusions are based on assumptions similar to those listed above.

GOA Pacific Cod Fishery Under Alternative ]

Estimates of impacts of Alternative 1 on the GOA Pacific cod fishery were also somewhat qualitative. In-.
general it was concluded that freezer longliners would benefit significantly under the Alternative. It appears
that they would be able to enter the GOA Pacific cod fishery until the TAC was reached, and then continue
on into the BS/AI to fish under the guaranteed fixed gear TAC. It is also possible that some offshore catcher-
processors would participate in the GOA Pacific cod fisheries. Both of these conclusions would lead to
shorter seasons and would likely be destabilizing for the current participants.

Projections with Reauthorization of Amendment 18/23

Chapter 6 contains the projections of impacts of Alternative 2 - reauthorization of Amendment 18/23 for an
additional three years. Projections of harvest/processing activity are straightforward for this alterative - it
would be 35/65 for the BS/AI pollock, GOA pollock would be 100% inshore, and GOA Pacific cod would be
90% inshore. Patterns of harvesting and processing are expected to be relatively unchanged from the base
case; i.e., the 1993 and 1994 fisheries. GOA pollock stocks are relatively small, decreasing, and quarterly
allocated. Alternative 2 would facilitate inseason management of the pollock stocks and avoid quota overruns
by limiting the harvest of pollock to smaller, lower capacity shore based trawlers. If the Council chooses
Alternative 2, other considerations include the CVOA and the definition of ‘inshore' relative to
freezer/longliners. Major findings from the analysis are presented below:

CVQA Considerations

. Shore based vessels are more dependent on the CVOA (and any nearer shore fisheries) than the
offshore sector.

. Pollock are harvested disproportional to their areal distribution; harvest rates of pollock are

concentrated in the CVOA in the ‘A’ season, and harvest rates are much higher inside the CVOA than
outside in the ‘B’ season.

. Allowing offshore sector vessels inside the CVOA in the ‘B’ season will likely exacerbate the
disproportionate harvest rates relative to pollock distribution.
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. Variation from year to year is exhibited relative to average size of pollock inside and outside the
CVOA, with average size rates being similar; percentage of fish > 30 cm (commercially viable size)
is higher inside the CVOA than outside.

. Overall, CPUEs of exploitable fish have been similar overall both inside and outside the CVOA, so
exclusion from the CVOA should pose no significant impediments to offshore sector fishing
. operations. Operating costs, however, could be higher outside the CVOA.

. Increased harvest rates in the CVOA could adversely affect marine mammal critical habitat areas in
the CVOA if the restrictions are relaxed.

. Bycatch rates of salmon and herring are higher inside the CVOA during the ‘B’ season time period.
Additional effort could result in higher overall bycatch of these species.

Cost-Benefit Implications

A reauthorization of Amendment 18/23 would be expected to result in the same general cost-benefit impacts
as projected in the original Supplementary Analysis from 1992, as adjusted by findings from this current
analysis. A substantive, comprehensive, quantitative reassessment has not been conducted in this analysis
primarily because of the lack of new cost information which is a key element of a cost/benefit analysis, but
changes in other primary model parameters have been identified which may directionally affect the original
findings. In Chapter 4, it was concluded that the expected net losses to the nation were likely overstated in
the original analysis, and that changes in the actual fisheries relative to assumptions used in that analysis
would tend to move the expected impacts more towards neutral, given the data available to the analysis and
the assumptions used.

bismbuﬁonal Impacts

The methodologies for projecting distributional changes in employment and income, at a community/regional
level, are directly dependent on the revenues generated from the fisheries for each sector. The original
analysis (Supplemental analysis from September 1992) predicted net losses in direct income of $20-28
million, depending on model parameters used, and could project a gain of $11 million using selected model
parameters. In that analysis benefits to inshore sectors were more than outweighed by losses to the offshore
sector. Based on information presented in Chapter 4, fish prices and product mixes have changed to the point
that overall revenues from the fisheries for both sectors are significantly reduced, relative to the projections
made in the original analysis. The bottom line effect of this is to dampen the magnitude of any distributional
effects overall; i.e., drive them towards the zero, or neutral point, keeping in mind that distributional effects
are a function of both income from fisheries and employment from fisheries. Previous projections indicated
a substantial loss of employment for the Pacific Northwest communities, and a gain for Alaska based
communities. There is no information contained in this analysis to indicate that those employment projections
were inaccurate.

The reductions in direct income from the fisheries for both sectors tend to reduce the aggregate income effects
when compared to the original analyses, though we still expect gains to the inshore sector and losses to the
offshore sector overall, when combined with employment effects. It is important to reiterate, however, that
even though the trend is more towards a more neutral impact in aggregate, some distributional impacts will
certainly still be expected, and any level of impacts to Alaska coastal economies is far more significant than
a similar level of impacts to Pacific Northwest economies. This is a consistent finding in both the
distributional analyses previously conducted and the Social Impact Assessment previously conducted.
Therefore, although net negative impacts in direct income may still be expected, these impacts are reduced
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from projections in the original analysis. These impacts for 1996-1998, under the three-year extension, would
be similar to the impacts actually occurring in 1993-19935.

Stability Implications

Compared to the base case (the 1993 and 1994 fisheries), continuation of the inshore/offshore allocations
as they now exist would result in the least change, relative to that base case. Stability is epitomized by lack
of change in a given industry or between sectors in a given industry. The existing allocations provide a
reasonable assurance to each industry sector involved regarding the amount of fish for harvesting and
processing. Business planning is largely affected by these allocations for both inshore and offshore
processors and harvesting vessels which deliver to them. The continuation of these allocations for an
additional three years would maintain the relationships between these sectors as they have developed over.
the past three years. The stability which has been established between these various industry sectors may not
guarantee survival of entities within these sectors, but may be crucial to the successful fruition of the CRP
program over the next three years. A stable environment in the fisheries has been cited by the Council as
critical to successful CRP development. Indeed, the disruption of existing distributions of harvesting and
processing of pollock and Pacific cod, and the business relationships based on those distributions, could have
serious and adverse implications for successful CRP development.

Allowing the inshore/offshore allocations to expire would result in a projected “reallocation” of about 6%
of the overall pollock quota in the BS/AIL i.e., the split between inshore and offshore processing is estimated
to be about 29/71, closer to pre-inshore/offshore splits (26.5/73.5), as opposed to the current 35/65. Because
of this projected change, the reauthorization of Amendment 18/23 holds implications for future tradeoffs

between industry sectors. Under the reauthorization, the offshore sector would be giving up about 6% of
pollock harvests/processing which it would enjoy if the allocations were allowed to expire. Conversely, the

inshore sector enjoys about a 6% “gain” under the reauthorization relative to expiration of the allocations.

From the offshore sector s perspective, this 6% relative loss represents a tradeoff between increased revenues

and some amount of upheaval in the industry which may result if the allocations are allowed to expire.

Continuation of the allocations may provide the stable operating environment necessary for eventual
implementation of CRP programs such as IF(Qs, something the offshore sector generally has been striving
towards.

Community Impacts

Although the distributional, income based analyses previously conducted (and described above) are based
on economic activity at the community/regional level, an additional, more qualitative examination of
community impacts is provided in this analysis. A review of the previous SIA from 1992, which focused on
the communities of St. Paul, Dutch Harbor, Sand Point/King Cove, Kodiak, Newport, and Bellingham/Seattle,
indicates that the smaller Alaska communities, which are fundamentally dependent on the groundfish
fisheries, exhibit the most variability and vulnerability to socially disruptive forces. Inshore allocations were
determined to provide the greatest benefit to Alaskan coastal communities and afford them the greatest
opportunities for development and growth, while the only community negatively affected would be
Ballard/Seattle. The absence of an allocation would very likely impact coastal Alaskan communities
negatively, both economically and socially.

Immediate and direct positive impacts would be expected by Alaskan communities with the allocation,
partially offset by negative impacts to Pacific Northwest employment and income, though the latter would be
more easily absorbed by the more diverse economies of that region. Since 1992, additional infrastructures
have developed in Alaskan coastal communities, partially in response to the guaranteed allocations from
Amendment 18/23. Given the current status of the fisheries, and these communities which rely on fishing and
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=processing, allowing the inshore/offshore allocations to expire, in the absence of alternative management
remedies, would likely result in at least the same level of impacts as previously projected. Impacts at this time
could be exacerbated beyond those previously predicted due to the additional infrastructures and the ability
of these communities to utilize the current allocations.

Preferred Alternative

Chapter 10 discusses the preferred alternative, and provides updated information on prices and products.

The Council approved the reauthorization of the Inshore/offshore Allocations of Pollock in the BS/AI and of
pollock and Pacific cod in the GOA. They also approved the continuation of the Pollock CDQ program for
Western Alaska. If approved by the Secretary of Commerce, these amendments will be enacted as Amendment
40 to the GOA Groundfish FMP and Amendment 38 to the BS/AI Groundfish FMP, and will be in effect for
three years through 1998. Amendment 40 to the GOA FMP will allocate 100% of the pollock and 90% of the
Pacific cod to the inshore sector. Under Amendment 38 in the BS/AI, 7%:% of the pollock TAC will be
allocated to the Pollock CDQ Program, with the remaining pollock TAC divided between inshore and offshore
harvesters; 35% to the inshore sector and 65% to the offshore sector. The CVOA is defined for the pollock
“B-Season,” within which only catcher vessels may operate. The Council also made some minor changes to
the Catcher Vessel Operational Area (CVOA), and asked that any other regulations that deal with the inshore
and offshore sectors also be reauthorized, including an extension of the delay of the start of the A-season for
the offshore sector.

In reaching their decision to reauthorize inshore/offshore, the Council relied on the information contained
in the original EA/RIR dated May 4, 1995, as well as information provided by the public in comments and
testimony at the Council meeting. The Council also relied on a presentation from its Staff and from the SSC
and the Advisory Panel. Staff indicated that updated information regarding 1994 product prices and 1993

- production information had become available, and that a preliminary examination of that information did

20t result in any changes in the conclusion drawn in the EA/RIR. The Council concurred with those findings
overall and concluded that reauthorizing the inshore/offshore allocations for an additional three-year period
would promote stability in the industry, while allowing the Council adequate time to further develop its
Comprehensive Rationalization Plan.

14 Elements of the Current Inshore/Offshore Regulations

1.41 Amendment 40 to the GOA Groundfish FMP

Changes to the FMP:

Permit Requirements

ANl U.S. vessels fishing in the Guif of Alaska and all U.S. processors receiving fish from the Gulf of Alaska must
have current permits issued annually by the Secretary of Commerce.

hore/offshor i f pollock ifi

The allowed harvests of Gulf of Alaska pollock and Pacific cod will be allocated between the inshore and offshore
components of industry in specific shares in order to lessen or resolve resource use conflicts and preemption of
one segment of the groundfish industry by another, to promote stability between and within industry sectors and
affected communities, and to enhance conservation and management of groundfish and other fish resources.
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Definitions

Inshore is defined to consist of three components of the industry:
1. All shoreside processors as defined in Federal regulations.
2. All catcher/processors which meet length requirements defined in Federal regulations and which
have declared themselves to be “Inshore™.

3. All motherships or floating processors which have declared themselves to be “Inshore.”
Offshore is defined to consist of two components of the industry:
1. All catcher/processors not included in the inshore processing category, or which have declared -
themselves to be “Offshore.”
2. All motherships and floating processing vessels not included in the inshore processing category,
or which have declared themselves to be “Offshore.”
Declarati | ofi ..

Annually before operations commence, each mothership, floating processing vessel and catcher/processor vessel
must declare on its Federal Permit application whether it will operate in the inshore or offshore component of
industry. This declaration must be the same for both the BS/AI and the GOA if applications for both are made.
All shoreside processors will be in the inshore component. Once declared, a vessel cannot switch to the other
component, and will be subject to restrictions on processing amounts or locations for pollock and Pacific cod for
the rest of the fishing year. Harvesting vessels can choose to deliver their catch to either or both components.

Catcher Processors which have declared themselves to be inshore have the following restrictions:
L. The vessel must be less than 125' LOA.
2 The vessel may not catch or process more than 126 mt (round weight) of pollock or GOA
Pacific cod in combination in a given week of operations.

Motherships and floating processors which have declared themselves to be inshore have the following restriction:
L. Processing from a directed pollock fishery or a directed GOA Pacific cod fishery must occur in
a single location within the waters of the State of Alaska.

Allocations

One hundred percent of the allowed harvest of pollock is allocated to inshore catcher/processors or to harvesting
vessels which deliver their catch to the inshore component, with the exception that offshore catcher/processors,
and vessels delivering to the offshore component, will be able to take pollock incidentally as bycatch in other
directed fisheries. All pollock caught as bycatch in other fisheries will be attributed to the sector which processes
the remainder of the catch.

Ninety percent of the allowed harvest of Pacific cod is allocated to inshore catcher/processors or to harvesting
vessels which deliver to the inshore component and to inshore catcher processors; the remaining 10% is allocated
to offshore catcher/processors and harvesting vessels which deliver to the offshore component. All Pacific cod
caught as bycatch in other fisheries will be attributed to the sector which processes the remainder of the catch.

These allocations shall be made by subarea and period as provided in Federal regulations implementing this FMP.
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R ionment of un llocati

If during the course of the fishing year it becomes apparent that a component will not process the entire amount
of the allocation, the amount which will not be processed shall be released to the other component for that year.
This shall have no impact upon the allocation formula.

Duration

Inshore/offshore allocations of pollock and Pacific cod shall cease to be a part of this FMP either (1) at midnight
on December 31, 1998; or (2) earlier if replaced with another management regime approved by the Secretary.

1.42 Amendment 38 to the BS/AI Groundfish FMP

Permit Requirements

All U.S. vessels fishing in the Bering Sea or Aleutian Islands sub-management areas and all U.S. processors
receiving fish from the Bering Sea or Aleutian Islands sub-management areas must have current permits issued
annually by the Secretary of Commerce.

Inshore/offshore allocati |

The allowed harvest of Bering Sea and Aleutians pollock will be allocated between the inshore and offshore
components of industry in specific shares in order to lessen or resolve resource use conflicts and preemption of
one segment of the groundfish industry by another, to promote stability between and within industry sectors and
affected communities, and to enhance conservation and management of groundfish and other fish resources.

&

Definitions

Inshore is defined to consist of three components of the industry:
1. All shoreside processors as defined in Federal regulations.
2. All catcher/processors which meet length requirements defined in Federal regulations and which
have declared themselves to be “Inshore.”
3. All motherships or floating processors which have declared themselves to be “Inshore.”

Offshore is defined to consist of two components of the industry:
1. All catcher/processors not included in the inshore processing category, or which have declared
themselves to be “Offshore.”
2. All motherships and floating processing vessels not included in the inshore processing category,
or which have declared themselves to be “Offshore.”

Declarations and operating restrictions

Annually before operations commence, each mothership, floating processing vessel and catcher/processor vessel
must declare on its Federal Permit application whether it will operate in the inshore or offshore component of
industry. This declaration must be the same for both the BS/AI and the GOA if applications for both are made.
All shoreside processors will be in the inshore component. Once declared, a vessel cannot switch to the other
component, and will be subject to restrictions on processing amounts or locations for pollock for the rest of the
fishing year. Harvesting vessels can choose to deliver their catch to either or both components.
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Catcher processors which have declared themselves to be inshore have the following restrictions:
1. The vessel must be less than 125’ LOA.
2. The vessel may not catch or process more than 126 mt (round weight) of pollock or GOA

Pacific cod in combination in a given week of operations.

Motherships and floating processors which have declared themselves to be inshore have the following restriction:
1. Processing from a directed pollock fishery or a directed GOA Pacific cod fishery must occur in
a single location within the waters of the State of Alaska.

Allocations

The allowed harvest of BS/AI pollock shall be allocated as follows: Thirty-five percent (35%) of the pollock in
each subarea, for each season, will be allocated to the inshore component beginning in 1996 and continuing -
through 1998. By the same action, the offshore fleet will be allocated 65% of the pollock resource beginning in
1996 and continuing through 1998 in each subarea and in each season. The percentage allocations are made by

subarea and period as provided in Federal regulations implementing this FMP. All pollock caught as bycatch in
other fisheries will be attributed to the sector which processes the remainder of the catch.

Reapportionment of unused allocations

If, during the course of the fishing year, it becomes apparent that a component will not process the entire amount
of the allocation, the amount which will not be processed shall be released to the other component for that year.
This shall have no impact upon the allocation formula.

Western Alaska Community Ouota

For a Western Alaska Community Quota, 50% of the BS/AI pollock reserve as prescribed in the FMP will be
held annually. This held reserve shall be released to communities on the Bering Sea Coast which submit a plan,
approved by the Governor of Alaska, for the wise and appropriate use of the released reserve.

The Western Alaska Community Quota program will be structured such that the Governor of Alaska is authorized
to recommend to the Secretary that a Bering Sea Rim community be designated as an eligible fishing community
to receive a portion of the reserve. To be eligible a community must meet the specified criteria and have
developed a fisheries development plan approved by the Governor of Alaska. The Governor shall develop such
recommendations in consultation with the Council. The Governor shall forward any such recommendations to
the Secretary, following consultation with the Council. Upon receipt of such recommendations, the Secretary may
designate a community as an eligible fishing community and, under the plan, may release appropriate portions
of the reserve.

Beri v ion

For directed pollock harvesting and processing activities, a catcher vessel operational area (CVOA) shall be
defined as inside 167°30' through 163° West longitude, and 56° North latitude south to the Aleutian Islands. The
CVOA shall be in effect commencing on the date that the second allowance of pollock is available for directed
fishing until the inshore allocation is taken, or the end of the fishing year. Only catcher vessels and
catcher/processors fishing under the Western Alaska Community Quota Program, may participate in a directed
pollock fishery in this area during this period.
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Duration

Inshore/offshore allocations of pollock, the CVOA, and the Western Alaska Community Quota program shall
cease to be a part of this FMP either (1) at midnight on December 31, 1998; or (2) earlier if replaced with another
management regime approved by the Secretary.

1.4.3 - Changes to the CVOA

The changes to the CVOA were made by the Council in June 1995. Specifically, the Council moved the Western
border of the CVOA from 168° W. longitude to 167°30' W. longitude, and allowed the offshore sector to operate
in the CVOA during the B season once the inshore quota is taken.

The information in Chapter 2 of the EA/RIR, as well as the figures in Appendices I and II, and comment made
by then American Factory Trawlers Association (now the At-Sea Processors Association) at the June 1995
Council meeting, provided sufficient evidence to the Council that the shift in the Western border of the CVOA
would not significantly impact the catcher vessels operating in the CVOA during the B season, nor would there
be a significant impact on marine mammals. The offshore sector would benefit by having the option to fish in
additional areas of the Bering Sea, without negatively impacting overall bycatch of salmon and other prohibited
species, and without negatively impacting the inshore sector operations.

1.5 Current Analysis and Organization of the Document

As discussed in Section 1.1, the Council considered a wide range of alternatives relative to the inshore/offshore
pollock allocations. The pollock CDQ program has been separated and is proceeding on its own course as a
separate plan amendment. For the Gulf of Alaska there were only two alternatives considered: expiration of the
allocations or continuation of the existing allocations. Therefore, the Gulf of Alaska issue is treated in a separate

~ithapter, and is largely a qualitative, ‘threshold’ analysis. The analysis for the BS/AI alternatives is much more
detailed and attempts to provide the Council and industry with a detailed profile of the evolution and current
status of the BS/AI pollock fisheries, its importance to each industry sector involved, and the linkages to coastal
communities and fishermen. Part of the analysis addresses the alternatives quantitatively, but primarily in the
projection of gross revenues derived from the fishery.

A significant part of the analysis is devoted to illuminating the various issues raised during Council discussions
and which are contained in the Council’s Problem Statement. Examples of the parameters and issues of concern
to the Council, which are addressed in the document, include: pollock TAC, catch estimates by sector, catch
location, product recovery rates, overall utilization rates of raw fish, discards, pollock product mix, markets, fish
prices, level of foreign ownership, employment (wages and residency), PSC bycatch, protected species
implications, CVOA issues, impacts to other fisheries, fish taxes and revenue streams, capital concentration and
market share, environmental impacts, social and community impacts, and, CDQ program impacts. Some of these
issues are addressed to a greater extent than others in the analysis, but all have been raised as issues surrounding
the inshore/offshore allocation decision.

Chapter 2 of the document is devoted specifically to the Guif of Alaska inshore/offshore program. There were
only two alternatives under consideration for the GOA I/O3 amendment. These were, the ‘No Action’ alternative
(i.e., the allocations expire), or a ‘rollover’ of the existing allocations (i.e., 100% of pollock and 90% of Pacific
cod allocated inshore). As with the ‘No Action’ alternative described for the BS/AL little or no empirical data
exist with which to make quantitative estimates of impacts, should the allocations be allowed to expire. Probable
implications for sectoral performance, commumity stability, regulatory stability, and effects on future management
are characterized in qualitative terms.
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In the case of the GOA, the only alternative to “expiration” under the sunset provision of I/O2, was continuation
of the status quo allocation (i.e., base case). This analysis does not include a detailed, quantitative examination
of the GOA status quo. Rather, it addresses the likely implications within the context of ‘with or without’ the
existing pollock and Pacific cod allocations, based upon a ‘threshold’ analyses. This approach allows us to
suggest the ‘probable’ type, direction, magnitude, and distribution of impacts, in a general sense. If these can
be shown to most probably exceed any expected ‘benefit’ relative to No Action, then the Council should be in
a position to judge the relative desirability of the two competing alternatives. This is similar to the approach
taken in the 1995 analysis for the GOA, and appears consistent with the Council’s Problem Statement for the
GOA. This approach is not meant to minimize the importance of the allocations to the GOA pollock and cod
fisheries, but is a reflection of the relatively simple decision facing the Council with regard to the GOA
allocations. -

Chapter 3 addresses the issues surrounding the BS/AI allocation decision and is a critical centerpiece of the
analysis. This chapter contains the description of the numerous parameters surrounding the analysis, and
constitutes the ‘baseline’ status of the BS/AI pollock fisheries. Based primarily on 1996 information, this chapter:
contains the baseline against which the alternatives are measured. Included in this chapter are product mix and
gross revenue projections associated with the status quo allocations. Additional detail on the baseline information
is contained in Appendix [ to the document.

Chapter 4 examines the major allocation alternatives between inshore, offshore, and “true” mothership
operations. In this chapter baseline information on product mix, prices, and utilization rates are extrapolated
across the various alternatives to illustrate the changes in product on the market, and gross revenues (both by
sector and overall), resulting from the alternatives. This chapter also addresses the specific sub-options that were
considered, including: percentage set-asides for small catcher vessels (<125") within the inshore sector allocation;
percentage set-asides within the offshore sector for catcher vessels which deliver offshore; whether to include
“true’” mothership within the inshore or offshore sector, or to have a separate allocation to that category; and, the
duration of the allocation chosen (one, two, or three years, or indefinite). Chapter 4 also examines the alternative
that would allocate the BS/AI pollock quota to harvesting vessels and give small catcher vessels the opportunity
to deliver their allocation to any processing sector. Also discussed in this chapter are NMFS management and
catch accounting considerations which may be applicable to the allocation decision, particularly to some of the
sub-options that were considered.

Chapter 5 is devoted to treatment of the catcher vessel operational area (CVOA) issue. This includes a baseline
description of CVOA fishing activities as well as projections of CVOA activities under the various alternatives.
These alternatives include repeal of the CVOA as well as further restrictions on fishing in the CVOA for the
offshore sector.

Chapter 6 contains an Environmental Assessment (EA). Marine mammal (steller sea lion) implications of CVOA
fishing activity are addressed there, as well as other environmental issues which have been raised.

Chapter 7 is a summary of the expected impacts of the Council’s preferred alternative, from the perspective of
Regulatory Impact Review (RIR) and Executive Order 12866 considerations. Distributional impacts, as well as
a discussion of net benefit considerations, is contained in this chapter. Other issues relative to the
inshore/offshore decision are also addressed in this chapter.

Chapter 8 addresses the consistency of the Council’s preferred alternative with other applicable laws including:
the Magnuson-Stevens Act, National Standards and the Regulatory Flexibility Act.

In addition to Appendix I which has baseline fishery profiles, there are two other appendices which are critical
to rounding out the overall analysis, and warrant further explanation. Community and social impacts have been
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a concern of the Council relative to this issue, and the new Magnuson-Stevens Act places additional emphasis
on consideration of dependent communities, relative to any actions taken by a Council. Immediately following
the September 1997 Council meeting we contracted with Impact Assessment, Inc. (TAI) to conduct an analysis
of potential social and community impacts, based on the altematives formulated by the Council. The primary
focus of that research is two-fold: (1) updating the relevant commumty and sector profiles compiled under
previous initiatives, with an emphasis on describing the linkages between the industry sectors involved and the
communities involved in the pollock fisheries, and (2) assessing potential impacts to those sectors, and their
participants, from the allocation alternatives under consideration.

In December 1997 we supplemented that contract with additional funds, primarily due to concerns that the overall
analyses as planned would be deficient in terms of describing the specific sector/community linkages, particularly
employment-related linkages, and particularty for the Puget Sound (Seattle) region. Because these sector linkages
are less obvious in the Puget Sound economy than in Alaska communities, a majority of the supplemental
resources were devoted to assessing these linkages in the Puget Sound area. This is not intended to detract in any
way from the original research focus, or to detract from the information being developed for Alaska communities;
rather, it is a reflection of the extra effort anticipated to develop a comparable ‘picture’ for the Puget Sound area,
with the expectation that the research by IAI will address all sector linkages to the Seattle area (i.e., catcher
vessels, at-sea processors, motherships, and shore-based processors). It is also expected that the IAI work will
shed additional light on the employment issue, particularly for the catcher vessel sector where we have little
quantitative information.

Appendix 11 is the report from IAI regarding community impacts.

In September 1997, as well as in other discussions, the issue of impacts to the CDQ program was raised. At the
September meeting we received a preliminary report from the State of Alaska Department of Community and
-Regional Affairs (DCRA) which attempted to summarize the linkages between the CDQ organizations and the
gollock industry sectors. Given the business relationships involved, and planned development projects related
to pollock and other CDQ species, the goal is to define these relationships and assess whether and to what extent
a change in the inshore/offshore pollock allocations might impact the CDQ program and the member
communities.

Following the September meeting we requested assistance on this issue from the State of Alaska, specifically
from DCRA (as well as on the separate amendment to extend the pollock CDQ program at 7.5%, beyond 1998).
An initial survey was sent to the CDQ groups by DCRA to begin this process. Since that time we have devoted
Council funding to the State of Alaska to help cover the personnel and subcontracting costs associated with this
task. The State of Alaska subsequently contracted with McDowell Group to assist in a revised survey process
and subsequent analyses. Information gathered in this process was also relevant to the separate amendment to
extend the pollock CDQ program.

Appendix II1 is the report from the State of Alaska regarding potential CDQ program impacts.
1.6 Use of Industry Submitted Data

As the /O3 analytical process developed, staff were queried regarding the availability of data on a variety of
issues, and whether industry submitted information could be used to supplement the analyses. While we
recognize that much of the information which could be provided would be useful to both the analysts and the
Council decision-making process, we are sensitive to using such data in our analyses, particularly where it would
create an asymmetry between sector information. In December 1997 the SSC also discussed this issue and stated
in their minutes:
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- “The issue of voluntary industry data submissions presents a challenge to the analysts. While the
SSC welcomes and encourages industry cooperation, methods and standards for appropriate
integration of such data into the analysis are not yet clearly established and will require further
consideration by the staff and SSC.”

After several discussions of this issue, which included members of various industry sectors involved, staff
suggested to the Council (in February 1998) to employ the following basic policy: If information could be
provided which would help fill existing holes in the analysis, and result in symmetry in the information across
sectors, we would accept that information subject to some type of internal review, and perhaps independent
‘audit’. We would also clearly state in the analysis where the information came from, as well as any caveats or
concerns we have with the use of that information.

At the February 1998 Council meeting, the Council formally approved an audit process for such information,
including appointment of a Committee to help develop the agreed-upon-procedures for independent review, by
an accounting firm approved by the Council, of the data submitted (Committee report is available separately).
In summary, that process resulted in the submittal of two sets of information by the At-Sea Processors
Association (APA): employment data by residency and first wholesale price data for offshore products.

The employment information is contained in Appendix 1 - Tab 6 along with similar information for the inshore
processing plants, and is also summarized in Chapter 3 as relevant baseline information, but is not used in any
further projections. The price data is summarized in Chapter 3, as relevant baseline information, and is further
used in the gross revenue projections contained in Chapter 4.
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2.0 GULF OF ALASKA INSHORE/OFFSHORE ALLOCATIONS
2.1 Introduction and Management Background

The North Pacific Council originally
approved an inshore/offshore allocation
in June 1991, in response to growing
preemption problems between U.S.
industry sectors harvesting and <
processing groundfish in the EEZ off
Alaska. Dominated by foreign fleets
through the early 1980s, the domestic
fisheries had expanded by the late 1980s,
and by 1988 the fisheries were effectively
domesticated. As one fishery after g
another became fully U.S. utilized, the

Council was increasingly faced with
highly controversial, allocative decisions
concerning domestic users. In 1989,
following a short season on Bering
Sea/Aleutian Islands (BS/AI) pollock, | | | |

CENTRAL

(GOA Qutside the U.S. EEZ)

several factory trawlers  (7pw BOW  I54W  4TW 140W
(catcher/processors) moved into the Gulf
of Alaska (GOA), quickly taking a Figure 2.1 Regulatory and statistical areas in the Gulf of Alaska

substantial portion of the pollock quota
which a shore based catching and processing industry was planning to utilize later that year (Figure 2.1). This
became the catalyst for Amendment 18/23, also referred to as Inshore/offshore 1 or /O1.

Current and potential future preemption of resources by one industry sector over another became a focal issue
for the Council, particularly with regard to pollock and Pacific cod in the GOA, and pollock in the BS/AIL
Though not necessarily a problem at that time in the BS/AI, it was apparent that the capacity of the offshore
catcher/processor fleet posed a real preemption threat to the inshore processing industry, which relied heavily on
the pollock resource. Through a series of meetings in 1989 and 1990 the Council and industry developed
analyses of various alternative solutions to the preemption problem. This was occurring at the same time as the
Council was developing a moratorium on further entry into the fisheries off Alaska. The inshore/offshore
allocation issue became an integral part of the overall effort towards addressing overcapitalization in the fisheries.
In April 1990, the Council developed the following problem statement as the context for addressing the
inshore/offshore processing allocations.

PROBLEM STATE T 1

The finite availability of fishery resources, combined with current and projected levels of
harvesting and processing capacity and the differing capabilities of the inshore and offshore
components of the industry, has generated concern for the future ecological, social and economic
health of the resource and the industry. These concemns include, but are not limited to, localized
depletion of stocks or other behavioral impacts to stocks, shortened seasons, increased waste,
harvests which exceed the TAC, and possible pre-emption of one industry component by
another with the attendant social and economic disruption.
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Domestic harvesting and processing capacity currently exceeds available fish for all species in
the Gulf of Alaska and most species in the Bering Sea. The seafood industry is composed of
different geographic, social, and economic components which have differing needs and
capabilities, including but not limited to the inshore and offshore components of the industry.

The Council defines the problem as a resource allocation problem where one industry sector
faces the risk of preemption by another. The analysis will evaluate each of the alternatives as
to their ability to solve the problem within the context of harvesting/processing capacity
exceeding available resources.

The Council will address these problems through the adoption of appropriate management
measures to advance the conservation needs of the fishery resources in the North Pacific and to
further the economic and social goals of the Act.

2.1.1 Summary of I/O1 Findings

Prior to, and following, the drafting of the I/O1 problem statement, the Council spent considerable time
developing and refining alternatives, with the help of industry and a Fishery Planning Committee (FPC) appointed
by the Council. This sequence of events is summarized here. By the end of 1989, the Council, with the help of
the FPC, had established a list of alternatives to address the budding problem which included: traditional
management tools, specific allocations of the quotas between industry sectors (with and without operational areas
for each), quota allocations based on vessel size, and limited entry alternatives including an immediate
moratorium. Also included were provisions for CDQ considerations within each of the primary alternatives. By
late 1990, the Council had identified a direct quota allocation as the most viable alternative to the problem as
identified in the problem statement shown above. Various potential percentage splits became the focus of further
discussion and development, with the focus now centered on pollock and Pacific cod in the GOA and pollock in
the BS/AL

The analysis of the various alternatives was completed in early 1991 and a decision was made by the Council in
June 1991. The Council's preferred alternative for the GOA was 100% of pollock reserved for vessels delivering
to inshore plants and 90% of Pacific cod reserved for vessels delivering to inshore plants. These allocations were
scheduled to expire at the end of 1995.

The Council began development of a Comprehensive Rationalization Program (CRP) in November 1992. By
carly 1994, the Council also recognized that a license limitation program would not address the issue of
inshore/offshore, and directed staff to begin an evaluation of continuing the program beyond the 1995 sunset date.
Specifically, the Council continued the existing allocations for an additional three years to allow for further
development of the overall CRP initiative. In doing so, the Council continued the mandate established for itself
back in 1992, when they recognized that a more permanent solution to overcapacity and preemption was needed.
If the inshore/offshore allocations were allowed to lapse, the management void could indeed create the preemption
problems envisioned when the amendments were originally approved and implemented. In December 1994, the
Council developed the following problem statement for [/02.

PR T 1/02

The problem to be addressed is the need to maintain stability while the Comprehensive
Rationalization Program (CRP) process goes forward. The Council believes that timely
development and consideration of a continuing inshore/offshore and pollock CDQ allocation
may preserve stability in the groundfish industry, while clearing the way for continuing
development of a CRP management system. The industry is in a different state than existed in
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1990 as a consequence of many factors outside the scope of the Council process, as well as the
inshore/offshore allocation. The Council intends that staff analyze the effects of rapidly
reauthorizing an interim inshore/offshore allocation relative to maintaining stability in the
industry during the CRP development process, as well as the consequences of not continuing
the present allocation. These alternatives are appropriate as they address the problem of
maintaining stability. Therefore, the focus of analysis to be done over the next few months

should assist the Council to:

1. Identify which alternative is least likely to cause further disruption and instability, and
thus increase the opportunity for the Council to accomplish its longer-term goal of CRP
management.

2. Identify the future trade-offs involved for all impacted sectors presented by the two alternatives.

As the Council was deciding on reauthorizing the inshore/offshore allocations in 1995 (Inshore/offshore 2), it
also embarked on an initiative to develop more comprehensive, long-term management programs to address the
overcapitalization and allocations problems facing the industry, not only with regard to inshore/offshore, but to
the overall groundfish and crab fisheries off Alaska. This Comprehensive Rationalization Plan (CRP) examined
a myriad of alternative approaches, but focused on some type of limited entry or Individual Fishing Quota (IFQ)
program as the solution.

Eventually, focus evolved to a license limitation program and the Council approved a vessel license limitation
program (LLP) in June 1995. Since LLP was predicted to take two to three years to implement, the Council
extended the existing inshore/offshore allocations for an additional three years to maintain stability between
industry sectors and to facilitate further development of more comprehensive management regimes. No new
regulations or program changes would be necessary for (continued) implementation of the program under this
schedule. In June 1995, the Council approved Amendments 38/40 to reauthorize a rollover of the pollock and
Pacific cod allocations through 1998. This was approved by the SOC in 1995. At that time, the Council
indicated that its next major step would be consideration of an individual quota system for BS/AI pollock;
however, a Congressional moratorium postponed approval of any IFQ program until after October 6, 2001. The
LLP is expected to be implemented by year 2000.

2.1.2  Summary of /O2 Findings

Chapter 4 of the EA/RIR for I/O2 described the status of the fisheries under the inshore/offshore allocations from
1992-94 and focused on economic indices related to the harvesting and processing of BS/AI and GOA pollock
and Pacific cod. A description of fish prices used in the analysis, and status and trends of these prices was
provided. Prices for major pollock products, other than roe, declined significantly from 1991 and 1992 levels
to 1994 levels for both sectors. A detailed examination of the GOA Pacific cod and pollock fisheries was
provided to describe actual activities which occurred during 1992-94. The results of this examination were
compared to results as projected in the analyses of /O1. Major findings from the 1995 analysis are summarized
below:

1/O2 Alternative 1. No action. Allow the pollock and Pacific cod allocations in the GOA to expire on January
1, 1996.

Pollock Fishery Estimates of impacts of Alternative 1, the no action alternative, to allow the allocation of GOA
pollock to expire, were qualitative. In general, it was concluded that under Alternative 1, offshore
catcher/processors would likely enter the GOA pollock fisheries in the second and third quarters, causing shorter
seasons and destabilizing current participants:
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«  Total offshore sector harvest of pollock was about 1% in 1993 and 1994; the processing locations for GOA
pollock have shifted significantly to Kodiak and Sand Point/King Cove locations (from Dutch Harbor) from
a combined 65% in 1991 to 85% in 1994,

+  Processed product form has shifted substantially over the period 1991-1994; more emphasis was placed on
surimi in 1992, then shifted back to fillets and roe by 1994. Roe prices have risen and remained at high
levels through 1994, while both fillet and surimi prices have dropped dramatically, with a relatively higher
price decrease in surimi.

«  Total product utilization by the inshore sector is higher than offshore sector utilization (21-22% of total
weight for the inshore sector, over all years vs. 16% for the offshore sector in 1991).

« By 1994, roe comprised nearly 18% of total gross revenues for the inshore sector, with fillets accounting for
49% and surimi for just over 29%.

« Gross revenue per mt has fallen from 1991 to 1994 for the inshore sector, but not by much considering
product price reductions. Changes in product mix combined with differential prices for each product have
contributed to relative ‘maintenance’ of revenues per ton.

« Lower revenues per ton in the offshore sector (based only on 1991 data) may indicate that total revenues
generated from the pollock fisheries would have been lower without the implementation of the Amendment.

Pacific Cod Fishery Estimates of impacts of Alternative 1, the no action alternative, to allow the allocation of
GOA Pacific cod to expire, were also qualitative. In general, it was concluded that freezer longliners would
benefit significantly under Alternative 1. It appears that they would be able to enter the GOA Pacific cod fishery
until the TAC was reached, and then continue on into the BS/AI to fish under the guaranteed fixed gear TAC.
It is also possible that some offshore catcher-processors (trawlers) would participate in the GOA Pacific cod
fisheries. Both of these conclusions would lead to shorter seasons and would likely be destabilizing for the
current participants. Other primary findings were:

+  Despite the 10% allocation of Pacific cod, the offshore sector took only 3% of the TAC in 1993 and 1994.

«  About 10% of the overall GOA quota in 1993 and 1994 was taken by longline catcher/processors designated
to the inshore category.

*  Production for the inshore sector has shifted to higher priced fillets, while falling prices overall and reduced
harvest levels have kept revenues per ton constrained.

*  Revenues per ton decreased relatively more for the offshore sector, though some of this may be attributable
to mandatory discarding under the rules of the allocations.

I/O2 Alternative 2. Reauthorize the pollock and Pacific cod allocations in the GOA through 1998.

Chapter 6 in the EA/RIR for I/O2 contains projections through 1998 of impacts of Alternative 2. Projections
of harvest/processing activity are straightforward for this alternative. Pollock landings were 100% inshore and
Pacific cod landings were 90% inshore, except for overages. Patterns of harvesting and processing are expected
to be relatively unchanged from the 1993 and 1994 fisheries. In 1995, GOA pollock stocks were relatively small,
decreasing, and quarterly allocated. The rollover facilitated in-season management of the pollock stocks and
attempted to avoid quota overruns by limiting the harvest of pollock to smaller, lower capacity shore based
trawlers. Major findings from the analysis are presented below.
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Stability Implications

Compared to the 1993 and 1994 fisheries, continuation of the inshore/offshore allocations would have resulted
in the least change. Stability is epitomized by lack of change in a given industry or between sectors in a given
industry. The allocations provide a reasonable assurance to each industry sector involved regarding the amount
of fish for harvesting and processing. Business planning is largely affected by these allocations for both inshore
and offshore processors and harvesting vessels which deliver to them. The continuation of these allocations
through 1998 would maintain the relationships between these sectors as they have developed since 1993. The
stability which has been established between these various industry sectors may not guarantee survival of entities
within these sectors, but may be crucial to the successful implementation of the CRP program. A stable
environment in the fisheries has been cited by the Council as critical to successful CRP development. Indeed,
the disruption of existing distributions of harvesting and processing of pollock and Pacific cod, and the business
relationships based on those distributions, could have serious and adverse implications for successful CRP
development.

Community Impacts

Although the distributional, income-based analyses conducted for [/O1 are based on economic activity at the
community/regional level, an additional, more qualitative examination of community impacts was provided in
the analysis for [/O2. A review of the previous Social Impact Assessment from 1992, which focused on the
communities of St. Paul, Dutch Harbor, Sand Point/King Cove, Kodiak, Newport, and Bellingham/Seattle,
indicated that smaller Alaska communities, which are fundamentally dependent on the groundfish fisheries,
exhibited the most variability and vulnerability to socially disruptive forces. Inshore allocations were determined
to provide the greatest benefit to Alaskan coastal communities and afford them the greatest opportunities for
development and growth, while the only community negatively affected would be Ballard/Seattle. The absence
of an allocation (Alternative 1) would very likely impact coastal Alaskan communities negatively, both
economically and socially.

Immediate and direct positive impacts would be expected by Alaskan communities with the allocation
(Alternative 2), partially offset by negative impacts to Pacific Northwest employment and income, though the
latter would be more easily absorbed by the more diverse economies of that region. Since 1992, additional
infrastructures have developed in Alaskan coastal communities, partially in response to the guaranteed allocations
under [/O1. Given the current status of the fisheries, and the communities which rely on fishing and processing,
allowing the inshore/offshore allocations to expire, in the absence of alternative management remedies, would
likely result in at least the same level of impacts as previously projected. Impacts at this time could be
exacerbated beyond those previously predicted due to the additional infrastructures and the ability of these
communities to utilize the current allocations.

2.13  Current Management Issues in GOA Fisheries

The Council has identified preemption of GOA fisheries by BS/Al-based vessels as a problem. The issue of
sector preemption in the pollock and Pacific cod fisheries was first addressed by the Council in 1991.
Amendments 18/23 addressed concerns about preemption by offshore vessels (factory trawlers) in the GOA,
however, it did not address the issue of preemption of inshore vessels based in the BS/AI crossing over to fish
in GOA waters.

The following section describes some of the preemption issues by BS/Al-based inshore vessels identified in GOA
pollock and Pacific cod fisheries. While it pertains more directly to preemption of GOA fisheries by both BS/AI
catcher and catcher/processors, the preemption issue for the inshore/offshore allocation is not geographically-
based, but sector-based. It illustrates the ability of BS/AI catcher and factory trawl fleet to take the quota, and
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can be viewed as an example of the trawl fleet’s capacity to take a majonty of the GOA quota in the absence of
an inshore/offshore allocation. While the inshore/offshore allocations do not address ‘within sector’ preemption
issues, those issues are summarized here as background to illustrate the importance of resolving the basic
inshore/offshore sector allocations to provide a stable playing field, which will allow the Council to successfully
address other preemption management issues in the GOA.

2.1.3.1 Pollock Fisheries in the Western GOA

The pollock fishery in Area 610| Tapje 2.1 Total catch of poliock from Area 610 by location of processor in metric tons.
has been one of the most difficult

fisheries for NMFS to manage in Yoar BS/Ar GOA? Other’ Total
recent years due to small TACs 1992 9,660 3,580 5926 19,165
relative to potential effort and the 1963 11,743 8,125 335 21,204
constant potential that numerous 1994 7,254 9,753 259 17,266
large catcher vessels based in the 1995 15,008 14,200 1.170 30,378
BS/AI may crossover to the GOA 1996 1,089 A7 567 23,376
1997 11,184 14,690 762 26,636

to participate in this fishery. The
disposition of pollock catch from | 'Includes shore-based processors in Dutch Harbor and Akutan and the Inshore floating

Area 610 from 1992 to 1997 is | frocessors (orthem Victor and Arctic Sterprise)

displayed in Table 2.1, which | nciudes factory trawlers, factory longliners, and “true® motherships.
illustrates the unpredictability of
effort in this fishery. In 1992, the fishery was dominated by catcher vessels delivering to Bering Sea-based shore
plants (Dutch Harbor and Akutan), and several at-sea factory trawlers and “true” motherships. The “true”
mothership and catcher processor effort would have occurred before the Inshore/offshore allocations went into
place in the fall of 1992. Vessels delivering to GOA-based shore plants accounted for less than 20% of the total
catch from Area 610. In 1993, catcher vessels delivering to Bering Sea-based shore plants and Inshore floating
processors accounted for about half of the Area 610 pollock harvest. In 1994 and 1995, the catch of pollock from
Area 610 was distributed relatively evenly between catcher vessels delivering to Bering sea-based inshore plants
and catcher vessels delivering to GOA-based shore plants. At-sea processors (catcher/processors and floating
processors) are prohibited from GOA waters. During 1994 and 1995, participation by Bering Sea-based vessels
occurred only during the June, July and October quarterly pollock openings in Area 610 during which time the
Bering Sea pollock fisheries were closed. The ability of the CP fleet to add to this influx of effort, under no
inshore/offshore allocation, would have magnified the impact.
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~).1.3.2 Inshore Pacific Cod - ) -
Fisheries in th Table 2.2 Total inshore sector catch of Pacific cod from Area 610 by location of processor
\le enesGlgAe in metric tons.
estern
. . . Year BS/Ar GOA? At-soa’ Total
The inshore Pacific cod fishery in 1992 1,091 16,229 1,318 18,638
Area 610 has a similar history of 1993 63 10,203 5,539 15,805
participation by BS/AI and GOA 1994 161 10,789 37 14,728
vessels. The total inshore catch 1995 2,357 10,289 5,501 18,146
of Pacific cod from Area 610 by 1996 185 13,769 3,939 17,862
location of processor is displayed 1997 1,256 17,593 4,081 22930
in Table 2.2. 'Includes shore-based processors in Dutch Harbor and Akutan
Includes shore-based processors in Sand Point, King Cove, and Kodiak

While shifts of effort in this 3Includes inshore catcher/processors and inshore floating processors.

fishery are not as dramatic as with
the pollock fishery in Area 610, effort is also sometimes difficult to predict in this fishery.

The 1997 fishery is a case in point. In March 1997, after announcing the closure of the inshore Pacific cod
fishery in Area 610 effective March 3, 1997, NMFS re-opened the fishery on March 10 for a 24 hour “mop-up”
fishery to harvest a small amount of remaining TAC on the assumption that effort in the fishery would continue
at the level experienced during January and February up to the March 3 closure.

Until March 3, 1997, catcher vessels based in the Bering Sea had not participated in the Pacific cod fishery in
Area 610 to any great extent and were not expected to participate in the 24-hour “mop-up” fishery. However,
a substantial number of Bering Sea-based catcher vessels entered the GOA on March 10, 1997, and harvested
over 1,200 mt of Pacific cod during that 24 hour opening. As a consequence of this unanticipated effort, the
21,803 mt Pacific cod TAC for Area 610 was exceeded by 1,288 mt or 6% of the total. If a registration program
#had been in effect for this fishery in 1997, it would have provided NMFS with the information necessary to
prevent such a substantial overharvest of the TAC. An overharvest of the Pacific cod TAC in the GOA has the
potential to significantly affect State-managed Pacific cod fisheries in State waters as well as [FQ fisheries that
normally retain incidental catch of Pacific cod. The ability of the CP fleet to add to this influx of effort, under
no inshore/offshore allocation, would have magnified the impact.

2.1.3.3 Offshore Pacific Cod Fishery in the GOA

The offshore Pacific cod fishery in the GOA has also proven problematic for NMFS due to a small TAC relative
to the potential effort (10% of TAC is allocated to the offshore fleet). In 1996, a number of factory trawlers
checked into the central GOA indicating flatfish as their target species. It was not until NMFS began to receive
weekly production reports that it became apparent that most of these vessels had high catches of and were in part
targeting on Pacific cod. By the time NMFS realized that numerous catcher/processors were targeting on Pacific
cod and was able to close the fishery, the 1996 TAC of 4,290 mt for the offshore sector in the central GOA was
exceeded by 1,061 mt or 25% of the total.

2.1.4  Current GOA Problem Statement

Inshore/offshore allocations of pollock and Pacific cod Total Allowable Catches (TACs) in the GOA were
originally established under Amendments 18/23 (I/O1) to the BS/AI and GOA FMPs, respectively, in 1992. The
allocations were “rolled over” by the Council in Amendments 38/40 (/O2) in 1995. Both the original
amendments and the rollover amendments contained “sunset” provisions, requiring the Council to reexamine the
allocations, or see them expire. The current /O management program will sunset on December 31, 1998, without
Council action by June 1998.
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Atits September 1997 meeting, the Council adopted a problem statement and an associated set of management
alternatives to examine the inshore/offshore allocations, within current biological, economic, social, and
regulatory contexts. An overriding concern of the Council is to ensure industry stability, both between and within
sectors, which had been created during the six years of the program. This issue is also of primary importance in
this third iteration of the inshore/offshore allocations after six years of implementation and will be of primary
interest in the analyses of a continuation of that program. The Council limited its GOA analysis to two
alternatives: the no action alternative (Alternative 1) and a rollover of current allocations with no sunset provision
(Altemative 2). It approved the following problem statement for the GOA pollock and Pacific cod fisheries for

this analysis:

PROBLEM STATEMENT (/O3

Allowing the current Gulf of Alaska Inshore/offshore allocative regime to expire December 31, 1998,
would allow the same preemption of resident fleets by factory trawlers in the pollock and Pacific cod
fisheries which occurred in 1989. It was this dramatic preemption which triggered the original proposal
for an inshore/offshore allocation. In 1989, there was still pollock available in the Bering Sea when the
preemption occurred when vessels moved into the Gulf to take advantage of fish with high roe content.

A rollover of the current Gulf of Alaska inshore/offshore program which allocates 100% of the pollock
and 90% of the Pacific cod to shore-based operations is a proactive action to prevent the reoccurrence
of the original problem.

2.1.5 Purpose and Need for Action

As stated above in the GOA problem statement, the Council has identified stability in GOA fishing communities
as a critical factor in its decision to allocate 100% of pollock and 90% of Pacific cod to the inshore sector and
that a return to the possibility of preemption by factory trawlers of resident fleets in the pollock and Pacific cod
fisheries in the GOA is not acceptable. Continuation of the inshore/offshore allocations will maintain the status
quo in these fisheries.

Stability is epitomized by lack of change in a given industry or between sectors in a given industry. The
allocations provide a reasonable assurance to each industry sector involved regarding the amount of fish for
harvesting and processing. Business planning is largely affected by these allocations for both inshore and
offshore processors and harvesting vessels which deliver to them. The continuation of these allocations would
maintain the relationships between these sectors as they have developed since 1993. If the inshore/offshore
allocations were allowed to lapse, the management void could indeed create the preemption problems envisioned
when the amendments were originally approved and implemented.

The discussion in Section 2.1.3, Current Management Issues in GOA Fisheries, described recent Council action
to address preemption of these small, resident GOA fisheries. The Council also recently formed an industry
committee to review additional management measures and the Council is on record that it will make additional
management decisions to maintain the stability of those small, resident fisheries and communities on which those
fisheries are based. The ability of the Council to address ‘within sector’ preemption issues in the GOA is
dependent upon resolution of the larger preemption issue being addressed by inshore/offshore allocations.
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Alternatives Considered

The Council limited the alternatives in this analysis to two: the no action alternative and the ‘rollover’ alternative.
The Council further indicated its preference to a simple rollover of the GOA allocations, perhaps with no sunset
date.

Alternative 1.  No action.

Under Alternative 1, the current inshore/offshore allocation for pollock and Pacific cod in the Guif of Alaska
would expire at the end of 1998.

Alternative 2.  Rollover GOA pollock (100% inshore) and Pacific cod (90% inshore) allocations.

Alternative 2 would reauthorize the current inshore/offshore processing allocations for pollock and Pacific cod
in the GOA. Amendment 23 to the GOA FMP established that 100% of pollock would be reserved for vessels
delivering to inshore plants and 90% of Pacific cod would be reserved for vessels delivering to inshore plants
through 1995. Amendment 40 reauthorized these allocations through 1998. This current alternative would
reauthorize these allocations in the GOA, with or without a sunset date.

2.2 Description of the Fisheries
22.1 Biology and Status of Pacific Cod Stocks

Pacific cod (Gadus macrocephalus) is a widespread demersal species found along the continental shelf of the
Gulf of Alaska from inshore waters to the upper slope. In the Gulf of Alaska, Pacific cod are most abundant in
the western area, where large schools may be encountered at varying depths depending upon the season of the
year. Adult Pacific cod are commonly found at depths of 50-200 m. During the winter and spring, Pacific cod
appear to concentrate in the canyons that cut across the shelf and along the shelf edge and upper slope between
depths of 100-200 m where they overwinter and spawn. In the summer, they shift to shallower depths, usually
less than 100 m. NMFS bottom trawl surveys of the Guif conducted in 1990, 1993, and 1996 have found that
about half of the biomass is located at depths of 100 m or less, with about a third between 100-200 m depth.
Distribution and relative abundance of Pacific cod are shown in Figure 2.2.

Information on the life history of Pacific cod is limited, but it is known that Pacific cod are a fast-growing, short-
lived species. Age determination for Pacific cod is difficult; the approximate maximum age is 10-13 years.
Estimates of the instantaneous rate of natural mortality range from 0.22-0.45. The natural mortality rate estimate
is 0.37.

Pacific cod migrate to deeper waters in autumn, spawn in winter and return to shallow waters in spring.
Spawning in the Gulf has been observed from February-July, with most spawning occurring in March at depths
of 150-200 m. Spawners have been observed mostly along the outer continental shelf off Kodiak Island but also
in Shelikof Strait and off Prince William Sound. Female Pacific cod begin to attain maturity at about 50 cm in
length and 50% reach maturity at 55-62 cm (4-6 years). Estimated fecundity of females 55-62 c¢m in length
ranges from 860,000-1,300,000 eggs. Pacific cod deposit demersal eggs which hatch within 10-20 days,
releasing pelagic larvae.
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148 144 149 Bs
Figure 2.2 Distribution and relative abundance of walleye pollock from the Gulf of Alaska bottom trawl survey.
Relative abundance is categorized by no catch, sample CPUE less than the mean CPUE, between mean
CPUE and two standard deviations above mean CPUE, between two and four standard deviations above
mean CPUE, and greater than four standard deviations above mean CPUE. Each symbol is proportional
to the sample CPUE.
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Pacific cod are benthopelagivores. Pacific cod feed on a wide variety of prey in the Gulf, including shrimp, crabs,
flatfish, pollock, fishery discards, amphipods, euphausiids, and capelin (Yang 1993). Pacific cod become
increasingly piscivorous with increasing size (Yang 1993). Pacific cod larger than 60 cm in length consumed
mostly fish, particularly 1-3 year old pollock. Pacific cod are also known to feed on red king crab, particularly
during their molting period in spring. Juveniles feed on benthic amphipods and worms. Small adults feed
primarily on benthic crabs, shrimps, and fishes. Pacific cod are preyed upon by Pacific halibut, fur seals, and
some cetaceans.

There is some evidence to suggest that there are subpopulations of Pacific cod. Grant et al. (1987) reported that
Gulf, Bering Sea, and Aleutian Islands Pacific cod stocks may be genetically indistinguishable. Tagging studies
show that Pacific cod move between the Bering Sea and the Gulf (Shimada and Kimura 1994). A study of
meristic characters suggested that northern and western Bering Sea Pacific cod may represent a stock distinct
from that in the eastern Gulf of Alaska, but was limited by sample sizes.

The biomass increased in the 1996 bottom trawl survey (525,643 mt) compared with 1990 (379,494 mt) and
1993 (405,431 mt). The depth and area distributions of Pacific cod were similar for the 1990, 1993, and 1996
surveys. Most Guif Pacific cod are located in the Western/Central area (which includes the Kodiak, Chirikof and
Shumagin subareas from 147°-170°W longitude). The surveys found significant concentrations in Marmot and
Shelikof Gullies near Kodiak Island, Shumagin Gully east of the Shumagin Island, on Davidson Bank south of
Unimak Island, and on the shelf south of the Fox Islands (Umnak and Unalaska Islands).

The 1997 stock assessment (Thompson et al. 1997) reported that the GOA Pacific cod exploitable (age 3+)
biomass increased from 552,000 mt in 1978 to a peak of 983,000 mt in 1988, and declined to about 650,000 mt
in 1997. This was due to two above average-sized year-classes in 1977 and 1979, and a long series of average
year-classes from 1978-1990 (except 1988). Age 3 fish are used as the index age for assessing year class
strength. A reclassification of year class strength in the 1997 assessment results in 1989 as the last above
average year class, with the last four year classes all below average. The trend may be reversing from indications
from the 1996 bottom trawl survey, where the length frequency distribution suggests that the 1995 year class
(observed at age 1) may be exceptionally large. However, it should be stressed that this finding is extremely
preliminary.

..._____________________________________________________|

ing on the fishing mortality rate utilized in th
Depending on g mortality rafe uttized Inthe 12,3 Allocation (in peroent) of the Gulf Pacific

near future and assuming average year-class

recruitment sizes, exploitable biomass is projected to cod TAC by NPFMC.
decline from 785,000 mt in 1998 to between 587,000 Regulatory Area
mt (F,,=0.52) and 685,000 mt (F,0=0.34) by the  Year(s) Western Central Eastern
year 2002, with annual catches ranging from a low of 1977-85 28 56 16
109,000 mt (F,q, =0.34) to a high of 127,000 mt 1986 40 44 16
(F,,=0.57) in the year 2002. The ABC in 1998 was 1987 27 56 17
set at 77,300 mt (TAC was reduced 17% by the State 1988-89 19 73 8
water Pacific cod GHL). Note that these estimates 1990 33 66 1
have increased from those reported in I/O1 and I/0O2 1991 13 62 5
due to an increase in the biomass. A risk-averse '
strategy for harvest strategies was employed in the 1992 37 61 2
assessment and accepted by the Council, so that the 1993-94 33 62 3
ABCs and TACs were conservatively determined. 1995 29 66 5
1996 29 66 5
Departing from the initial allocation scheme devised 1997 35 63 2

in 1977, the geographic distribution of TAC for 1986
was changed in order to permit all of the total
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allowable level of foreign fishing to be taken from the NPFMC Western Regulatory Area. With the cessation
of foreign fishing in 1987, allocation of DAH by regulatory area was restored to near pre-1986 levels.
Allocations have been adjusted to reflect the results of the 1987, 1990, 1993, and 1996 Gulf of Alaska triennial
groundfish surveys in subsequent years. The 1990 allocation accommodated developing fisheries around Kodiak
Island and in the western Gulf of Alaska. Additionally, the 1992 allocation was increased in the Western area
and decreased in the Central and Eastern Areas and the 1993 allocation returned to that of 1991, and remained
constant in 1994. The history of allocations (in percent) by NPFMC Regulatory Area within the Gulf is listed
in Table 2.3. The history of ABCs, TACs, and foreign and domestic allocations is listed in Table 2.4.
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vhe Pacific cod stock is exploited by a multiple-gear fishery, including trawls, longlines, and pots. The fishery
opens to fixed gear on January 1, and to trawl gear on January 20. As shown below, trawlers account for the
majority of Gulf Pacific cod landings. Catches by pot gear have increased in recent years, facilitated in part by
the comparatively low halibut bycatch rates associated with such gear. The Pacific cod trawl fleet, which has
caught between 67-90% of the GOA from 1987-93 (Thompson and Zenger 1994), fishes throughout the western
and central Gulf of Alaska, frequenting the gullies where the bottom trawl surveys found concentrations of Pacific
cod. Most of the observed Pacific cod pot locations during 1990-93 have been near Kodiak Island; the percentage
of the GOA Pacific cod harvest caught using pots has increased from 1-5% in 1987-89 to almost 20% in 1994
(Thompson and Zenger 1994). The longline fleet has fished throughout the western/central GOA and has caught
between 8-28% of the GOA Pacific cod catch since 1987.

Historically, the majority of Pacific cod landings came from the INPFC Shumagin and Chirikof Areas (Table 2.5).
Foreign trawl catches of Pacific cod were usually incidental to directed fisheries for other species. In 1987 and
1988 the vast majority of landings was taken by trawls in the Kodiak area, reflecting the absence of foreign
fishing effort in the western Gulf and an increase in domestic effort near the principal landing port of Kodiak.
Pacific cod catches from the Western Gulf increased from 33% to 47% of total Gulf Pacific cod landings between

1989 and 1992.

Table 2.5 Landings* (mt) of Pacific cod in the Gulf of Alaska by International North Pacific Fisheries
Commission (INPFC) statistical area, including the Shelikof subdivision of the Chirikof and Kodiak
areas, 1978-1996.

Statistical Area
Year  Shumagmn Chirikof Kodiak Shelikof Yakutat Southeast Total
1978 5,591 4,707 1,488 - 202 174 12,162
1979 3,982 6,541 3,829 -- 371 147 14,870
1980 8,705 18,627 5,871 -- 2,004 116 35,323
1981 11,579 19,115 3,036 - 2,249 109 36,088
1982 7,343 14,361 5,543 -- 2,108 25 29,380
1983 9,178 15,675 9,567 -- 1,963 18 36,401
1984 11,748 5,844 6,149 -- 1 34 23,766
1985 8,426 3,224 2,564 -- <1 92 14,306
1986 12,751 4,092 7,362 -- 222 185 24,612
1987 2,473 2,378 26,162 -- 30 389 31,432
1988 5,562 2,451 20,922 3,329 39 254 32,557
1989 13,830 3,072 22,130 2,423 18 203 41,676
1990 29,309 8,248 28,503 2,685 29 294 69,068
1991 31,704 13,755 25,094 3,486 88 188 74315
1992 36,080 14,613 24,526 -- 899 214 76,332
1993 17,270 8,215 23,655 -- 1212 249 50,602
1994 14,665 9,310 18,751 -- 1,546 91 44,563
1995 21,322 10,943 32,334 -- 810 104 65,513
1996 18,957 16,946 24,580 -- 198 60 60,741
1/ Sources: Foreign and joint venture catches — personal communication with Jerald Berger, U.S. Fisheries Observer Program, Alaska

Fisheries Science Center, National Marine Fisheries Service, NOAA, 7600 Sand Point Way NE., Bin C15700, Building 4, Seattle, WA
98115-0070, U.S. landings, 1978-80 — Rigby (1984); U.S. landings, 1981-89 — Pacific Fishery Information Network (PacFIN), Pacific
States Marine Fisheries Commission, 45 SE. 82nd Dr., Suite 100, Gladstone, OR 97027-2522; U.S. landings, 1990-93 — personal
communication with Michael Guttormsen, U.S. Fisheries Observer Program; U_S. landings, 1994-96 — NMFS Alaska Regional Office.
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Gulf-wide, landings have almost always been less than the TAC, with the two exceptions occurring in 1992 and
1996 (Table 2.4). Individual regulatory area TAC overages have occurred somewhat more frequently. Slight
overages occurred in the Western area in 1989, 1991, 1992, 1995, and 1996; in the Central area in 1987, and in
the Eastern area in 1988 and 1992 (Table 2.6).

Table 2.6  Pacific cod landings (mt) and percent of area-specific allocation landed (% AL), by North Pacific
* Fishery Management Council (NPFMC) Guif of Alaska regulatory area, 1978-97.

NPFMC Regulatory Area
Western Central Eastern Gulf of Alaska

Year Landings % AL Landings % AL Landings % AL andings %

1978 5,591 49 6,195 27 376 6 12,162 30
1979 3,982 41 10,370 53 518 9 14,870 43
1980 8,705 52 24,498 73 - 2,120 24 35,323 59
1981 11,579 59 22,151 56 2,358 21 36,088 52
1982 7,343 44 19,904 59 2,133 22 29,380 49
1983 9,178 55 25,242 75 1,981 21 36,401 61
1984 11,748 70 11,993 36 35 <1 23,776 40
1985 8,426 50 5,788 17 92 1 14,306 24
1986 12,751 42 11,454 35 407 3 24,612 33
1987 2,473 18 28,540 102 419 5 31,432 63
1988 5,562 29 26,702 44 293 146 32,557 41
1989 13,830 102 27,625 53 221 4 41,676 58
1990 29,309 98 39,436 66 323 36 69,068 77
1991 31,704 123 42,335 88 276 7 74315 95
1992 36,080 154 39,139 100 1,113 111 76,332 120
1993 17,270 92 31,870 91 1,462 52 50,602 89
1994 14,665 88 28,061 90 1,637 65 44,363 88
1995 21,322 106 43,277 95 914 26 65,513 95
1996 18,957 101 41,526 97 258 8 60,741 93
1997 24,070 99 43,657 100 1,103 92 68,825 100

1/ Sources: Foreign and joint venture catches — personal communication with Jerald Berger, U.S. Fisheries Observer Program,

Alaska Fisheries Science Center, National Marine Fisheries Service, NOAA, 7600 Sand Point Way NE., Bin C15700, Building
4, Seattle, WA 98115-0070; U.S, landings. 1978-80 — Rigby (1984); U.S. landings, 1981-89 — Pacific Fishery Information
Network (PacFIN), Pacific States Marine Fisheries Commission, 45 SE. 82nd Dr., Suite 100, Gladstone, OR 97027-2522; U.S.
landings, 1990-1993 — personal communication with Michael Guttormsen, U'.S. Fisheries Observer Program; U.S, landings, 1994-
97 — NMFS Alaska Regional Office.

2/ The NPFMC Western Regulatory Area is the International North Pacific Fisheries Commission (INPFC) Shumagin Statistical

Area, the NPFMC Central area combines the INPFC Chirikof and Kodiak areas, and the NPFMC Eastern area encompasses the
INPFC Yakutat and Southeastern INPFC areas.
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Beginning in 1997, the State of Alaska instituted an inshore Pacific cod fishery for pot, mechanical jig gear, or
hand troll gear (hand jig) only in the GOA (Figure 2.3). This fishery does not limit participation to Federal
moratorium permit holders. The Alaska Board of Fisheries set the Western and Central area Guideline Harvest
Levels (GHL) at 15% of the respective Federal ABC, and the Eastern area GHL at 25% of the EGA ABC. The
Central area GHL is further allocated to Cook Inlet (15%), Kodiak (50%), and Chignik (35%). A vessel may
register to fish in only one registration area in a calendar year (exclusive registration). The season opens 7 days
afer the closure of the Federal fishery. Jig and pot gear apportionments occur in some subareas. The pot fishery
may start harvesting any unharvested jig quota in Cook Inlet and Kodiak on September 1 and in Prince William
Sound on October 1. The Alaska Peninsula (EGA) and Chignik subarea fisheries have a maximum 58-foot vessel
size limit. The Council reduces the GOA area TACs by the GHL amounts to conservatively manage the Pacific
cod stock. NMFS and ADF&G manage these fisheries cooperatively and exchange survey and in-season data
for Pacific cod. Landings for the 1997 State water fishery are reported in Figure 2.4.

——— A description of the 1993-95 fishery in State and Federal

Table 2.7 Gulf-wide Pacific cod landings (mt), waters is provided by Jackson and Urban (1996). maller
1978-97. vessels predominate in some Western/Central GOA areas,
. notably near the Shumagin Islands. Pot fishing was more
1%:% % % R’—t; prevalent near Kodiak Island, especially with smaller
1979 3:629 9: 545 0 vessels. More than half of Western/Central area harvests
1980 6.464 27780 0 for 1993-96 were taken by smaller pot vessels (Table
1981 10,484 25,472 0 2.7). Longline vessels accounted for 11% of the total
1982 6,679 22,667 0 1993-95 harvest in the Western/Central area, with smaller
1983 9,512 26,756 0 vessels predominating near Kodiak and the outer Kenai
1984 8,805 14,844 0 Peninsula. Trawls accounted for about 66% of the Gulif-
1985 4,876 9,411 2 wide 1993-95 harvest, and 30% in state waters. Small
1986 6,850 17,619 141 trawlers predominate in this fishery, particularly near the
}ggg ?‘Sg ggg; 12;; Shumagins. Jig gear landed very little; nearly all vessels
1989 37,637 3,662 376 were <61 ft
1990 59,188 5,919 5,661
1991 58,091 7,630 10,464 2.2.2 Biology and Status of Pollock Stocks
1992 54,305 15,467 9,984
1993 37,806 8,962 9,707 Walleye pollock (Theragra chalcogramma) is a
1994 31,446 6,778 9,160 semidemersal schooling fish that is widely distributed
1995 41,877 11,054 16,050 throughout the North Pacific in temperate and subarctic
1996 45,991 10,196 12,040 waters. They are found throughout the water column from
1997 48414 11,002 9,056 shallow to deep water, frequently forming large schools at

T ————————— denths of 100-400 m along the outer continental shelf and
slope. In the Gulf, major exploitable concentrations are found primarily in the Central and Western regulatory
areas (147° - 170°W longitude).

Several subpopulations of pollock may exist but the evidence is inconclusive. There are two groups in the Bering
Sea which can be distinguished by different growth rates, and perhaps five discrete spawning groups which exist
from the Aleutians to Puget Sound, Washington. Pollock from this region are managed as a single stock that is
separate from the Bering Sea and Aleutian Island pollock stocks (Alton and Megrey 1986).
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Major spawning concentrations of pollock in the Gulf of Alaska have been observed in Shelikof Strait and the
Shumagin Islands. Eggs have been found at depths of 0-1,000 m. Spawning is seasonal and occurs during the
late winter/early spring period. The species is a mass spawner that forms large mid-water concentrations during
the spawning season. The greatest spawning biomass has been observed in Shelikof Strait, with spawning also
occurring off the east coast of Kodiak Island and off Prince William Sound. Both male and female pollock begin
to attain sexual maturity at about 25 cm fork length and 50% are mature by 30-34 cm (3-4 years of age).
Estimated fecundity of females 30-34 cm of length is about 100,000 eggs.

Young-of-the-year occur in the upper 40 m and older juveniles are found in depths of 10-400 m in the water
column. Adult are usually found at 50-300 m, but occasionally to 975 m. Seasonal movements between
inshore/offshore habitats have been observed, with aduit fish moving in the spring from deep water to shallower
depths where they remain throughout the summer. In the fall they return to deep water. In addition to seasonal
movements, there may be vertical movements in the water column associated with time of day and feeding
patterns.

Walleye pollock are opportunistic feeders, feeding on free-swimming pelagic animals. Juveniles feed on
copepods, euphausiids, amphipods, and isopods. Small adults feed primarily on euphausiids while large adults
may concentrate on juvenile pollock. Walleye pollock are preyed upon by pinnipeds, cetaceans, diving birds, and
larger fishes. They are also cannibalistic.

Growth of pollock is rapid until about 4 years of age. Maximum size is about 91 cm, and maximum ages are 13
years for males and 17 years for females. The maximum age observed was 22 years. Estimates of the
instantaneous rate of natural mortality range from 0.30-0.65. Natural mortality was assumed to be 0.3 for all

ages.

The Gulf-wide pollock biomass estimate in 1997 was 707,434 mt. The time series used for the stock assessment
is based only on the regions west of Cape St. Elias. The 1996 point estimate of pollock biomass in this region
was 653,905 mt, a 14% drop from 1993. The long term trend in biomass in regions west of Cape St. Elias has
been flat.

The regional distribution of pollock biomass shifted between each of the five bottom trawl surveys. In 1996, the
largest concentration of pollock biomass was in the Chirikof area (39%), followed by the Kodiak (30%) and
Shumagin areas (22%). Large concentrations of pollock were observed in the Western Gulf, Shumagin Islands,
and in regions surrounding Kodiak Island (Hollowed et al. 1996). Relative to 1993, pollock biomass estimates
in the Eastern Gulf (Yakutat and Southeast combined) increased 45%. Most of this increase occurred in the
Southeast area in the shallow 0-100m depth range. The first year bottom trawl samples were taken in shallow
waters in the Southeast region in 1996. The biomass in the Yakutat region dropped from 35,413 to 19,587 mt
between 1993 and 1996.

The 1996 catch-at-age data continue to show that the strong 1984 year class (age 12) was still present in Central
area in the second and third trimesters. Strong 1988 and 1989 year classes were present in roughly equal
proportions in the third trimester. The 1989 year class (age 7) dominated the first trimester data. Evidence of
the incoming 1994 year class (age 2) was revealed in the first trimester data. Length frequency distributions from
the 1996 bottom trawl survey in the Western and Central areas show a fairly large mode at about 24 cm, which
is evidence of a strong 1994 year class. The 1994 year class represents the largest estimate of 1 and 2 year old
fish in the history of the Shelikof Strait surveys. Another pronounced mode was observed at about 16 cm in the
Eastern area and the Shumagin region, which is evidence of a potentially strong 1995 year class. An estimate
of the number of age 2 fish (the 1994 year class) in the Western and Central areas (138 million fish) is much
higher than the previous survey estimate of age 2 fish in 1993 (47.6 million fish). The 1997 year-class is
predicted to be average.
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Stock projections show the spawner biomass level in 1998 will be below B,,. Under all recruitment options,
the spawner biomass is predicted to peak in 1999. Exploitable biomass of age 3+ fish is projected to drop from
1,156,000 mt in 1998 to between 449,506 mt and 842,960 mt, depending on recruitment.

The commercial fishery for walleye pollock in the Gulf of Alaska started as a foreign fishery in the early 1970s
(Megrey 1988). Catches increased rapidly during the late 1970s and early 1980s (Table 2.8).

Major spawning concentrations f
pollock were discovered in Shelikof

Strait in 1981 and roe fisheries Table2.8  Landed catch including discard pollock (1000 t) in the

Western and Central regions of the Gulf of Alaska 1977-

developed. The biomass of 97
spawning pollock was estimated at :
2.7 million mt in 1981 based on Western/  Western/ % Yakutat/ Yakutat/ -
revised EIT surveys of Shelikof Central  Central AL S.E. Catch S.ETAC
Strait. The domestication of the Year Catch TAC
llock fishe uickly in
e Gulf with & n‘l’;":rsr;: rtqpe‘:_ioi o 1977 123 usor 95 - .
.. . . . 1978 95.8 168.0* 57 35 -
Joint venture operations in the mid- ;79 998  1680* 59 5.4 :
1980s.  The fishery was fully 1980 1104  1680* 66 46 -
domesticated by 1988. Historical 1981 139.2 168.0* 83 8.6 -
fishing locations through 1992 are 1982 165.1 168.0* 98 36 -
reported in Fritz (1993). The 1983 2155 256.6* 84 T -
seasonal distribution of domestic 1984 306.7 400 71 0.00 16.6
trawl locations where pollock was %ggg 23‘;2 ?gg 22 888 %gg
the target is shown in Figure 2.2. 1987 Py 104 67 ’ 4
Section 2.1.3 describes recent %ggg ggg 32 133 i 0;
Council action to address the pollock 199 90.5 70 129 - 3.4
and Pacific cod fisheries in the 1991 107.5 100 108 - 3.4
BS/AI and GOA, which have been 1992 93.9 84 112 - 34
“at risk” of exceeding their specified 1993 107.4 111 97 0.7 3.4
total allowable catch (TAC) or 1994 104 102 102 6.9 7.3
prohlblted species catch (PSC) 1995 69.9 62 113 34 3.6
limits. 1996 49.8 525 95 0.6 28
1997 840 74.4 113 5.9 56
23 NEPA Requirements: Avg. 121 142 90 3.2 6

Environmental Impacts )
*: Gulf-wide TAC from 1977 - 1983.

of the Alternatives Sources: Foreign and joint venture catches 1977-84—Berger et al. (1986);,
1985-88~Pacific Fishery Information Network (PacFIN), Pacific Marine
An environmental assessment (EA) Fisheries Commission. Domestic catches 1978-80—Rigby (1984); 1981-90—
is required by the National PacFIN, 1991-97 NMFS Alaska Regional Office.

Environmental Policy Act of 1969 1/ The percentage of the Western and Central GOA TAC that was harvested.
(NEPA) to determine whether the

action considered wﬂl result m L.
significant impact on the human

environment. If the action is determined not to be significant based on an analysis of relevant considerations, the
EA and resulting finding of no significant impact (FONSI) would be the final environmental documents required
by NEPA. An environmental impact statement (EIS) must be prepared for major Federal actions significantly
affecting the human environment.
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=An EA must include a brief discussion of the need for the proposal, the alternatives considered, the environmental
impacts of the proposed action and the alternatives, and a list of document preparers. The purpose and
alternatives were discussed in Sections 2.1 and 2.2, and the list of preparers is in Section 6. This section contains
the discussion of the environmental impacts of the alternatives including impacts on threatened and endangered
species and marine mammals.

2.3.1 Environmental Impacts of the Alternatives

The environmental impacts generally associated with fishery management actions are effects resulting from (1)
harvest of fish stocks which may result in changes in food availability to predators and scavengers, changes in
the population structure of target fish stocks, and changes in the marine ecosystem community structure; (2)
changes in the physical and biological structure of the marine environment as a result of fishing practices, e.g.,
effects of gear use and fish processing discards; and (3) entanglement/entrapment of non-target organisms in
active or inactive fishing gear. b

A summary of the effects of the annual groundfish total allowable catch amounts on the biological environment
and associated impacts on marine mammals, seabirds, and other threatened or endangered species are discussed
in the final environmental assessment for the annual groundfish total allowable catch specifications.

2.3.2 Impacts on Endangered or Threatened Species

Background. The ESA provides for the conservation of endangered and threatened species of fish, wildlife, and
plants. The program is administered jointly by NMFS for most marine species, and the US Fish and Wildlife
Service (FWS) for terrestrial and freshwater species.

The ESA procedure for identifying or listing imperiled species involves a two-tiered process, classifying species
as either threatened or endangered, based on the biological health of a species. Threatened species are those likely
to become endangered in the foreseeable future [16 U.S.C. §1532(20)]. Endangered species are those in danger
of becoming extinct throughout all or a significant portion of their range [16 U.S.C. §1532(20)]. The Secretary,
acting through NMFS, is authorized to list marine mammal and fish species. The Secretary of Interior, acting
through the FWS, is authorized to list all other organisms.

In addition to listing species under the ESA, the critical habitat of a newly listed species must be designated
concurrent with its listing to the “maximum extent prudent and determinable” [16 U.S.C. §1533(b)(1)(A)]. The
ESA defines critical habitat as those specific areas that are essential to the conservation of a listed species and
that may be in need of special consideration. The primary benefit of critical habitat designation is that it informs
Federal agencies that listed species are dependent upon these areas for their continued existence, and that
consultation with NMFS on any Federal action that may affect these areas is required. Some species, primarily
the cetaceans, listed in 1969 under the Endangered Species Conservation Act and carried forward as endangered
under the ESA, have not received critical habitat designations.
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Listed Species. The following species are currently listed as endangered or threatened under the ESA and occur
in the GOA:

Endangered
Northern Right Whale Balaena glacialis
Bowhead Whale? Balaena mysticetus
Sei Whale Balaenoptera borealis
Blue Whale Balaenoptera musculus
Fin Whale Balaenoptera physalus
Humpback Whale Megaptera novaeangliae
Sperm Whale Physeter macrocephalus
Snake River Sockeye Salmon Oncorhynchus nerka
Short-tailed Albatross Diomedia albatrus
Steller Sea Lion® Eumetopias jubatus
Threatened
Snake River Fall Chinook Salmon Oncorhynchus tshawytscha
Snake River Spring/Summer Chinook Salmon  Oncorhynchus tshawytscha
Steller Sea Lion* Eumetopias jubatus
Spectacled Eider Somateria fishcheri

Section 7 Consultations. Because both groundfish fisheries are federally regulated activities, any negative
affects of the fisheries on listed species or critical habitat and any takings® that may occur are subject to ESA
section 7 consultation. NMFS initiates the consultation and the resulting biological opinions are issued to NMFS.
The Council may be invited to participate in the compilation, review, and analysis of data used in the
consultations. The determination of whether the action “is likely to jeopardize the continued existence of”
endangered or threatened species or to result in the destruction or modification of critical habitat, however, is the
responsibility of the appropriate agency (NMFS or FWS). If the action is determined to result in jeopardy, the
opinion includes reasonable and prudent measures that are necessary to alter the action so that jeopardy is
avoided. If an incidental take of a listed species is expected to occur under normal promulgation of the action,
an incidental take statement is appended to the biological opinion.

Section 7 consultations have been done for all the above listed species, some individually and some as groups.
Below are summaries of the consultations.

Endangered Cetaceans. NMFS concluded a formal section 7 consultation on the effects of the GOA groundfish
fisheries on endangered cetaceans within the GOA on December 14, 1979, and April 19, 1991, respectively.
These opinions concluded that the fisheries are unlikely to jeopardize the continued existence or recovery of
endangered whales. Consideration of the bowhead whale as one of the listed species present within the area of
the Bering Sea fishery was not recognized in the 1979 opinion, however, its range and status are not known to
have changed. No new information exists that would cause NMFS to alter the conclusion of the 1979 or 1991

2specit:s is present in Bering Sea area only.
3listed as endangered west of Cape Suckling.

4listed as threatened east of Cape Suckling.

5 the term “take” under the ESA means “harass, harm, pursue, hunt, shoot, wound, kill, trap, capture or collect, or attempt
to engage in any such conduct” (16 U.S.C. §1538(aX1XB).

HAIN-OFF-3\1SECREVAIO3EA.SOC 40 (August 26, 1998, 1:00 pm)



opinions. NMFS has no plan to reopen Section 7 consultations on the listed cetaceans for this action or for the
1998 TAC specification process. Of note, however, are observations of Northern Right Whales during Bering
Sea stock assessment cruises in the summer of 1997 (NMFS per. com). Prior to these sightings, and one
observation of a group of two whales in 1996, confirmed sightings had not occurred.

Steller sea lion. The Steller sea lion range extends from California and associated waters to Alaska, including
the Gulf of Alaska and Aleutian Islands, and into the Bering Sea and North Pacific and into Russian waters and
territory. In 1997, based on biological information collected since the species was listed as threatened in 1990
(60 FR 51968), NMFS reclassified Steller sea lions as two distinct population segments under the ESA (62 FR
24345). The Steller sea lion population segment west of 144 °W. longitude (a line near Cape Suckling, Alaska)
is listed as endangered; the remainder of the U.S. Steller sea lion population maintains the threatened listing.

NMFS designated critical habitat in 1993 (58 FR 45278) for the Steller sea lion based on the Recovery Team’s
determination of habitat sites essential to reproduction, rest, refuge, and feeding. Listed critical habitats in Alaska
include all rookeries, major haul-outs, and specific aquatic foraging habitats of the GOA. The designation does
not place any additional restrictions on human activities within designated areas. No changes in critical habitat
designation were made as result of the 1997 re-listing.

Beginning in 1990 when Steller sea lions were first listed under the ESA, NMFS determined that both groundfish
fisheries may adversely affect Steller sea lions, and therefore conducted Section 7 consultation on the overall
fisheries (NMFS 1991), and subsequent changes in the fisheries (NMFS 1992). The most recent biological
opinion on the GOA fisheries effects on Steller sea lions was issued by NMFS March 2, 1998. The 1998
biological opinion concluded that the 1998 fishery is not likely to jeopardize the continued existence and recovery
of Steller sea lions or to adversely modify critical habitat. The 1996 biological opinion concluded that these
fisheries and harvest levels are unlikely to jeopardize the continued existence and recovery of the Steller sea lion
or adversely modify critical habitat.

Pacific Salmon. No species of Pacific salmon originating from freshwater habitat in Alaska are listed under the
ESA. These listed species originate in freshwater habitat in the headwaters of the Columbia (Snake) River.
During ocean migration to the Pacific marine waters a small (undetermined) portion of the stock go into the Gulf
of Alaska as far east as the Aleutian [slands. In that habitat they are mixed with hundreds to thousands of other
stocks originating from the Columbia River, British Columbia, Alaska, and Asia. The listed fish are not visually
distinguishable from the other, unlisted, stocks. Mortal take of them in the chinook salmon bycatch portion of
the fisheries is assumed based on sketchy abundance, timing, and migration pattern information.

NMFS designated critical habitat in 1992 (57 FR 57051) for the Snake River sockeye, Snake River
spring/summer chinook, and Snake River fall chinook salmon. The designations did not include any marine
waters, therefore, does not include any of the habitat where the groundfish fisheries are promulgated.

NMEFS has issued two biological opinions and no-jeopardy determinations for listed Pacific salmon in the Alaska
groundfish fisheries (NMFS 1994, NMFS 1995). Conservation measures were recommended to reduce salmon
bycatch and improve the level of information about the salmon bycatch. The no jeopardy determination was
based on the assumption that if total salmon bycatch is controlled, the impacts to listed salmon are also
controlled. The incidental take statement appended to the second biological opinion allowed for take of one
Snake River fall chinook and zero take of either Snake River spring/summer chinook or Snake River sockeye,
per year. As explained above, it is not technically possible to know if any have been taken. Compliance with the
biological opinion is stated in terms of limiting salmon bycatch per year to under 55,000 and 40,000 for chinook
salmon, and 200 and 100 sockeye salmon in the GOA fisheries, respectively.
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Short-tailed albatross. The entire world population in 1995 was estimated as 800 birds; 350 adults breed on
two small islands near Japan (H. Hasegawa, per. com.). The population is growing but is still critically
endangered because of its small size and restricted breeding range. Past observations indicate that older short-
tailed albatrosses are present in Alaska primarily during the summer and fall months along the shelf break from
the Alaska Peninsula to the Gulf of Alaska, although 1- and 2-year old juveniles may be present at other times
of the year (FWS 1993). Consequently, these albatrosses generally would be exposed to fishery interactions most
often during the summer and fall--during the latter part of the second and the whole of the third fishing quarters.

Short-tailed albatrosses reported caught in the longline fishery include two in 1995, one in October 1996, and
none so far in 1997. Both 1995 birds were caught in the vicinity of Unimak Pass and were taken outside the

observers’ statistical samples.

Formal consultation on the effects of the groundfish fisheries on the short-tailed albatross under the jurisdiction
of the FWS concluded that GOA groundfish fisheries would adversely affect the short-tailed albatross and would
result in the incidental take of up to two birds per year, but would not jeopardize the continued existence of that. .
species (FWS 1989). Subsequent consultations for changes to the fishery that might affect the short-tailed
albatross also concluded no jeopardy (FWS 1995, FWS 1997). The US Fish and Wildlife Service does not intend
to renew consultation for this action or the 1998 TAC specification process.

Spectacled Eider. These sea ducks feed on benthic mollusks and crustaceans taken in shallow marine waters
or on pelagic crustaceans. The marine range for spectacled eider is not known, although Dau and Kitchinski
(1977) review evidence that they winter near the pack ice in the northern Bering Sea. Spectacled eider are rarely
seen in U.S. waters except in August through September when they molt in northeast Norton Sound and in
migration near St. Lawrence Island. The lack of observations in U.S. waters suggests that, if not confined to sea
ice polyneas, they likely winter near the Russian coast (FWS 1993). Although the species is noted as occurring
in the GOA and management areas no evidence exists that they interact with these groundfish fisheries.

Conditions for Re-initiation of Consultation. For all ESA listed species, consultation must be reinitiated if:
the amount or extent of taking specified in the Incidental Take Statement is exceeded, new information reveals
effects of the action that may affect listed species in a way not previously considered, the action is subsequently
modified in a manner that causes an effect to listed species that was not considered in the biological opinion, or
a new species is listed or critical habitat is designated that may be affected by the action.

Impacts of the Alternatives on Endangered or Threatened Species. None of the alternatives under
consideration would affect the prosecution of the groundfish fisheries of the GOA in a way not previously
considered in the above consultations. The proposed alternatives are administrative in nature and are designed
to improve the in-season management of certain groundfish fisheries. None of the alternatives would affect TAC
amounts, PSC limits, or takes of listed species. Therefore, none of the alternatives are expected to have a
significant impact on endangered, threatened, or candidate species.

2.3.3 Impacts on Marine Mammals

Marine mammals not listed under the ESA that may be present in the GOA include cetaceans, [minke whale
(Balaenoptera acutorostrata), killer whale (Orcinus orca), Dall’s porpoise (Phocoenoides dalli), harbor
porpoise (Phocoena phocoena), Pacific white-sided dolphin (Lagenorhynchus obliquidens), and the beaked
whales (e.g., Berardius bairdii and Mesoplodon spp.)] as well as pinnipeds [northern fur seals (Callorhinus
ursinus), and Pacific harbor seals (Phoca vitulina)] and the sea otter (Enhydra lutris).

The proposed alternatives are administrative (or allocational) in nature and are designed to improve the in-season
management of certain groundfish fisheries and maintain industry stability and coastal communities. None of
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the alternatives would affect TAC amounts, PSC limits, or takes of marine mammals. Therefore, none of the
alternatives are expected to have a significant impact on marine mammals. Additional information on pollock
removals from critical habitat areas are in the GOA is provided in Chapter 6.

23.4 Coastal Zone Management Act

Implementation of each of the alternatives would be conducted in a manner consistent, to the maximum extent
practicable, with the Alaska Coastal Management Program within the meaning of Section 30(c)(1) of the Coastal
Zone Management Act of 1972 and its implementing regulations.

2.3.5 Conclusions or Finding of No Significant Impact

The action currently contemplated is a continuation of Amendment 23 and Amendment 40 in perpetuity.
Potential impacts relative to NEPA are expected to be consistent with those previously predicted. Total removals
of the pollock and Pacific cod resources are controlled by the setting of total allowable catches (TAC), and their
monitoring has been enhanced recently to guard against overruns. Allocations between industry sectors will not
change total removals from the stocks, and may provide an extra margin of safety against overruns by further
partitioning the TACs.

Prohibited species catch (PSC) such as crab, herring, and halibut are controlled as necessary and appropriate by
extensive management measures in the GOA, including closed areas, PSC quotas, bycatch disincentive programs,
and authorizations to the NMFS Regional Director to limit bycatch and close areas.

None of the alternatives are likely to significantly affect the quality of the human environment, and the
preparation of an environmental impact statement for the proposed action is not required by Section 102(2)(C)
of the National Environmental Policy Act or its implementing regulations.

Qary C. Pipdocdde — /2-15-9 %
Assistant Administrator for Fisheries, NOAA Date
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24 Regulatory Impact Review: Economic and Socioeconomic Impacts of the Alternatives

This section provides information about the economic and socioeconomic impacts of the alternatives including
identification of the individuals or groups that may be affected by the action, the nature of these impacts,
quantification of the economic impacts if possible, and discussion of the trade offs between qualitative and

quantitative 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 altemnatives, 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 altemnative
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 also addresses the requirements of both E.O. 12866 and the RFA to provide adequate information
to determine whether an action is “significant” under E.O. 12866 or will result in “significant” impacts on small
entities under the RFA.

E. O. 12866 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.

L)

Have an annual effect on the economy of $100 million or more or adverseiy 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;

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

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

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

A regulatory program is “economically significant” if it is likely to result in the effects described above. The
Regulatory Impact Review (RIR) is designed to provide information to determine whether the proposed regulation
is likely to be “economically significant.” None of the alternatives is expected to result in a “significant
regulatory action” as defined in E.O. 12866.
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EXECUTIVE SUMMARY
Elemen: iI’s Pri 1

The North Pacific Fishery Management Council (Council) selected their preferred alternatives for the Gulf of .
Alaska (GOA) and the Bering Sea and Aleutian Islands (BS/AI) at the June Council meeting in Dutch Harbor.
The current allocation in the GOA was rolled over for three more years. This means that 100% of the GOA
pollock and 90% of the GOA Pacific cod will be allocated to the inshore sector. The offshore sector is allocated
the remaining 10% of the GOA Pacific cod total allowable catch (TAC). This allocation will be in effect through
December 31, 2001. If further action is not taken by the Council, the inshore/offshore allocation will expire
before the 2002 fishing season.

The Council’s preferred alternative in the BS/AI allocates 39% of the pollock TAC to the inshore sector and 61%
to the offshare sector. The current allocation allocates 35% inshore and 65% offshore, so the preferred alternative
shifts 4% of the BS/AI pollock TAC inshore. In addition to changing the basic allocation percentages, the
Council also created a set-aside for catcher vessels <125' length over all (LOA) which may only be delivered to
the inshore sector. The set-aside will consist of 2.5% of the combined BS/AI TAC (after CDQs are deducted),
and will be harvested prior to the B-season, starting on or about August 25. The inshore B-season quota will be
adjusted to account for any overage or underage resulting from that year’s set-aside fishery. A change was also
made to the catcher vessel operational area (CVOA). Under the Council’s preferred alternative, all vessels in the
offshore sector must operate outside the CVOA during the B-season. Currently, catcher processors are restricted
from operating inside the CVOA during the B-season, while motherships are allowed to operate inside. The
BS/AI allocation, like the allocation in the GOA, is scheduled to sunset after three years (December 31, 2001).

This section was provided to describe the elements of the Council’s preferred alternatives. Impacts of these
alternatives are presented in the appropriate chapters of this document.

Chapter 1
This Chapter of the document describes the management background and contains a summary of historical
inshore/offshore issues, including previous Problem Statements and the results from the I/O1 and I/O2 analyses.
The current Problem Statement and list of alternatives being considered are also contained in this chapter.
Altemnatives for the GOA are limited to (1) No Action - allow the allocations to expire, or (2) extend the existing
allocations which are 100% of pollock and 90% of Pacific cod allocated to vessels delivering inshore. The time

frame for the GOA extensions could be one to three years, or until replaced by other measures related to the
comprehensive rationalization program (CRP).

BS/AI alternatives include (1) No Action - allow allocations to expire; (2) rollover of the existing allocations;
(3) a range of possible reallocation alternatives among sectors; and, (4) a new alternative (added in April 1998)
which makes direct allocations to smaller catcher vessels, without delivery requirements, combined with partial
‘guarantees’ for processor sector deliveries. Additional alternatives are being considered relative to the Catcher
Vessel Operational Area (CVOA), relative to suballocations to vessel categories within the major sectors, and
relative to a separate allocation for a “true” mothership category.

Chapter 2

This Chapter is devoted entirely to the GOA allocation alternatives and is essentially the only place in the
document that the GOA alternatives are addressed. Background information on the GOA pollock and Pacific
cod fisheries is provided, though the analysis is primarily qualitative in nature, reflecting the scope of alternatives
(expiration or continuation of the existing allocations) and relatively straightforward decision facing the Council

H:\IN-OFF-3\I SECREVMIO3EA.SOC E-1 (August 26, 1998, 1:00 pm)



with regard to the GOA. This chapter assesses the GOA alternatives in a threshold manner; i.e., whether it can
be shown that one altemative is superior to the other, in the context of the Council’s Problem Statement, including
the primary issues of industry stability and management considerations.

In terms of industry stability, the analysis illustrates the relatively small quotas of both Pacific cod and pollock
in the GOA (compared to the BS/AI), the ability for these quotas to be harvested and processed by the resident
GOA fishing fleet and GOA based processors, and the importance of that fishing and harvesting activity to the
fishermen, processors, and communities within which they reside. Allowing the allocations to expire would
potentially allow significant amounts of catcher/processor vessel capacity into the GOA fisheries, resulting in
potentially dramatic re-apportionment of the harvest and processing activities for both pollock and Pacific cod.
With these allocations in place for six years now, the harvest and processing industries have adapted to a
relatively stable business planning environment. Alternative 2, extending and maintaining the current allocations,
is necessary to maintain this balance in the GOA and is the only alternative which is consistent with the Council’s
Problem Statement for the GOA. Existing within-sector preemption issues (primarily with regard to
western/central GOA pollock and Pacific cod harvest by catcher vessels) are being addressed by separate Council
initiatives, including development of additional management alternatives by a Council appointed Committee of
industry representatives. :

Pollock fisheries in the GOA are apportioned on a quarterly (now trimester) basis, primarily to spread the fishery
out temporally to address marine mammal concerns. The small quotas are difficult for NMFS to manage on an
in-season basis and frequent quota overruns have occurred within these seasonal apportionments. Allowing
additional, high-power fishing capacity in these fisheries would exacerbate management difficulties and defeat
the recent progress made by the agency in managing the GOA pollock fisheries. Continuation of the current
allocations appears to offer far greater benefits (relative to Alternative 1 - allowing the allocations to expire) in
terms of management considerations and marine mammal considerations.

After reviewing the information in this section of the document, the Council selected the option that rolls over
the current GOA allocations for three more years. This option was felt to provide the industry more stability than
allowing the current allocation to expire.

Chapter 3

This Chapter, along with information in Appendix 1, contains the baseline information for the BS/AI pollock
fisheries. Primarily this is 1996 information, the most recent year for which we have ‘complete’ data. Major
findings include the following:

. Current TAC levels for BS/AI pollock (1.1 mmt) are expected through at least the year 2000 and
are therefore assumed to be at that level for the purposes of this analysis. We have also assumed
that 7.5% of the 1.1 mmt TAC will be allocated to CDQ fisheries.

. Season lengths have declined for both sectors under the existing allocations. During the A-season
the offshore sector has markedly lower season lengths compared to the inshore sector, while B-
season lengths are very similar for both sectors. From 1992 to 1997 the overall season length (A
and B seasons combined) has declined from 159 days to 75 days for the inshore sector, and from
103 days to 56 days for the offshore sector, a relatively similar decline for both sectors.

. In terms of catch and production over time, the inshore sector’s share of the total increased from
26% to 34% under the existing allocations, while their actual tonnage has remained virtually
unchanged. The “true” mothership share has increased over time from 9% to around 11.5% (in
1997), while the actual tonnage was a slight decrease. The offshore sector share declined from
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about 67% in 1991 to about 56% in 1997, while the actual tonnage declined significantly, by about
35%. The Tables E.1 and E.2 below summarizes the catch and relative shares over time, including
a further breakdown of the offshore sector for the “true” motherships and for that portion of the
offshore sector which is from catcher vessel deliveries.

Table E.1 Harvest of Pollock in Pollock Target Fisheries (Includes CDQ)

Industry Sector 1991 1994 1996 1997
C/Ps Own Catch 1,005,803 733,018 582208 556272
C/V Deliveries to C/Ps 22,436 35,031 63,386 44,612

1008239 T68049 645304  600.884]
Inshore (Shoreplants) 375570 375602 324,846 296,421
Inshore (Motherships&C/Ps) 32372 48519 70,696 58,370
Grand Total 1580319 1305247 1163095 1079246

Table E.2 Harvest of Pollock in Pollock Target Fisheries (Includes CDQ)

industry Sector 1991 1994 1996 1997
inshore (Shorebased plants) |
% of Inshoreu 92.06% 88.56% 82.13% 83.55%1
- % of Total 23.77% 28.78% 27.93% 27.47%
Inshore (Motherships&C/P)
% of Inshore; 7.94% 11.44% 17.87% 16.45%
% of Total| 2.05% 3.72% 6.08% 5.41%
hore Total 25.81% 32.49% 34.01% 32.87%
“True” Motherships
% Offshore 12.29% 12.83% 15.89% 17.06%1
% Total| 9.12% 8.66% 10.49% 11.45%)
Offshore C/Ps (All Processing) -
% Offshore; 87.71% 87.17% 84.11% 82.94‘%:‘
% Totall 65.07%  5884%  5551%  55.68%
C/V Deliveries to Offshore C/Ps
% of CP 2.18% 4.56% 9.82% 7.42%
% of Offshor 1.91% 3.98% 8.26% 6.16%
% of total 1.42% 2.68% 5.45% 4.13%
ﬁOﬁ'shore Total (C/Ps & True MS) 74.19% 6751% 65.99% 67.13%
. Regarding the distribution of catch among catcher vessels, relative share for small catcher vessels

(<125") overall has declined over time, from about 65% in 1991 to about 42% in 1996 - the number
of catcher vessels in this ‘small” category has increased from 71 in 1991 to 89 in 1996. Vessels
from 125'-155' have increased in numbers over time (from 6 in 1991 to 20 in 1996) and catch share
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(from 14% in 1991 to 37% in 1996). Numbers (7 in 1991, 10 in 1994, 9 in 1996) and catch share
(Iess than 20%)for the largest category of catcher vessels (>155') have remained fairly constant
over this same period.

. For both inshore and offshore sectors, approximately 96% of the total pollock catch is taken in
pollock target fisheries. In terms of pelagic vs bottom trawl mode (in target pollock fisheries), the
inshore sector takes about 97% in pelagic mode, and the offshore sector takes about 91% in pelagic
mode.

. NMEFS published product recovery rates (PRRs) are currently utilized as part of the blend data in
estimating overall catch for the offshore sector. PRRs were used for catch estimation for the
inshore sector prior to 1992 (scale weights are now used). Catch estimation procedures are
therefore different for the two sectors, but represent the best available information and are what is
used to manage TAC attainment in the fisheries.

. Overall utilization rates, across all product forms, are calculated to indicate the amount of product
derived from raw fish input. Utilization rates have changed over time, with improvement in both
sectors, though the inshore sector utilization rates have improved more dramatically, from 23% in
1991 to 33% in 1996, while the offshore overall rate has gone from about 17% in 1991 to near
21% in 1996.

. Discard rates of pollock in pollock target fisheries are very low for all sectors - approximately 2.5%
for offshore operations and around 1% for inshore and “true” mothership operations (1996 data).
Future economic discards of pollock are assumed to be zero due to provisions of the IR/TU
program. Continued regulatory discarding may occur, but is not quantifiable without further
experience under the IR/IU program, but is expected to be minimal overall.

. Prices used in the analysis are as follows:

The ex-vessel price for pollock delivered to inshore processors is $0.085/1b, and was derived from
the 1996 COAR data. The offshore price used in this analysis is $0.0744/1b, and is set equal to
87.5% of the inshore price.

First wholesale prices for both the inshore and offshore sectors were derived ffom 1996 COAR
data, except for the offshore mince price. Only one offshore processor reported a mince price in
the 1996 COAR, and confidentiality standards do not allow that price to be reported. In that one
case, data supplied by the At-sea Processors Association was used in the analysis.

. Because the offshore sector was not well represented in the COAR data, the At-sea Processor’s
Association provided data on 14 of their vessels to verify the offshore component of the COAR
report. The results of that comparison showed that prices were almost identical in both the COAR
and APA data. The COAR prices are reported in Table E.3.
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Table E.3 First Wholesale Prices Reported by Alaska Processors

Fillets&Blocks Fillets&Blocks  Fillets&Blocks Roe Surimi Meal Minced'
Skinless- Skinless- DeepSkin
Boneless Boneless
&DeepSkin
Inshore $/1b $/o $/1b $/1b $1b $b $1b
1991 1.38 3.79 126 0.26
1994 0.71 1.11 3.65 0.91 0.22
1996 0.96 124 452 082 030 0.52
Offshore
1991 1.38 4.66 1.58 025
1994 0.71 1.11 5.79 094 022
1996 0.96 _124 6.03 086 029 0.421

Source:; 1991, 1994, and 1996 COAR data.

Note: To protect the confidentiality of processors, fillet prices are based on combined inshore and offshore
data,

Minced prices for 1991 and 1994 were not estimated.

!/ The 1996 Offshore Minced price was provided by the At-sea Processors Association (APA) as only one
At-sea company reported minced prices to ADF&G in the COAR. If APA and ADF&G data were combined
the 1996 Offshore minced price would be $0.45.

. Product mix is assumed throughout the analysis to remain proportional to the 1996 information.
In summary, this is shown below, for major product forms, by sector:

Table E.4 Pollock Products Processed During 1996 (mt)

Inshore/Offshore Class | Surimi Minced Fillet/Block Deep Skin  Meal Oil Roe
and IQF Fillet

Catcher Processor Total | 57,938 7,851 6,035 25,214 12312 344 7346

Inshore Total' 71,349 2,626 9,229 7442 27,864 8514 4417|
“True” Mothership Total| 21,992 - - - 5016 353 . 1,075
Grand Total 151279 10,478 15,263 32657 45,192 9211 12838

! / The Shoreside total includes CDQ production. The other sectors do not include CDQ in this summary table.

. Regarding foreign ownership of pollock harvesting and processing operations, the inshore
processing sector and the “true” mothership processing sectors exhibit a significant degree of non-
U.S. ownership (primarily Japanese). Four of the six principle shorebased processors were
affiliated with Japanese parent companies. The two other plants operating inshore were owned by
the same US company. The two inshore motherships were both US owned. One of the three “true”
motherships was US owned. The offshore catcher/processor fleet exhibits significant degrees of
non-U.S. ownership (primarily Norwegian) though that also varies across companies and vessels.
Overall, 20 catcher processors appear to have some foreign ownership, while the remaining 17 are
fully US owned. The catcher vessel fleet is a mixed bag with 14 catcher vessels delivering inshore
having some foreign ownership, and eight catcher vessels delivering to offshore processors having
some foreign ownership.
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Chapter 4

Employment information is contained in Appendix I, Tab 6 - an attempt was made to provide
comparable information for both inshore and offshore sectors regarding total employment and
relative degree of Alaskan employment. The information is not specific to pollock
fishing/processing activities, though the information provided for the at-sea sector is only from
member companies of the At-sea Processor’s Association (APA), which are primarily pollock-
intensive operations. While care should be taken in making direct comparisons of this information,
it does illustrate an overall low level of Alaskan employment by both sectors - around 14% Alaskan
residents for the inshore sector (overall) and around 8% for the offshore sector (APA companies).

Overall bycatch of PSC species (by rate and by total volume) is quite low in the pollock fisheries,
with the exception of salmon and herring, for all sectors involved. The 1996 fishery information
illustrates the trade-offs associated with PSC bycatch when comparing the sectors. The catcher
processor fleet, in general, had higher bycatch of halibut, herring, and crab species, while the
inshore and “true” mothership sectors showed higher bycatch of chinook salmon. Looking at
‘other’ salmon specifically, the “true”” mothership sector, takes ‘other’ salmon (primarily chum)
at a higher rate than any other processing sector. While these trade-offs are reflected across the
alternatives being considered, none of the alternatives is expected to significantly change the overall
bycatch (by rate or volume) across PSC species.

Regarding vessels which participated in BS/AI pollock target fisheries anytime between 1992 and
1996, and which also participated (checked in or out) in Russian water fisheries, the information
shows that 22 such vessels fished in Russia in 1992, only one did so in 1993 and one again in
1994, three in 1995, and five in 1996. All of these vessels were catcher/processors when they
fished the BS/AI pollock fisheries.

Regarding state and local fish tax payments, both the inshore and offshore sectors pay such taxes.
Some ‘leakage’ occurs where deliveries are landed outside Alaska, or transhipped overseas, and the
tax is not applied. Primarily this leakage has occurred with the offshore catch landings tax (“true”
motherships included in this sector), and has run at about 16 to 18% of the offshore total catch
(1996 and 1995 respectively).

This Chapter contains the projections for the major allocation altematives, including the expected amounts of
each product (assuming proportions realized in the 1996 fisheries) under each primary allocations alternative and
the gross revenue changes associated with each primary alternative (recognizing that the Council may choose any
percentage within the ranges specifically analyzed).

Table E.5 reports the relationship between a 50,875 mt change in each sector’s allocation (5% of the 1,017,500
mt CDQ-adjusted TAC) and the change in total gross revenue (both ex-vessel and first wholesale) and the
products produced within the sector. All of the information reported in Table E.5 represents the change from the
status quo allocation. Because the calculations are linear, the effects of other allocation amounts may be
calculated easily using the information in the table. For example, an allocation that would grant a sector 7.5%
more of the TAC would increase their revenues and products by 1.5 times those listed in Table E.5.
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Table E.5_Changes resulting from a 5% shift in the BS/AI Pollock TAC within each industry sector

Inshore “True” Mothership Catcher Processor!
% Change Within the Sector' 143 % 50.0 % 9.1%
Raw Fish (mt) 50,875 50,875 50,875
Cat. Ves. Gross Rev. (ex-ves, $ millions)* $95 $ 83 $08
Gross Revenue (1st Wholesale, $ millions)7 $ 301 $ 268 - $271
Surimi (mt) 9,179 9,910 5,149
Minced (mt) 338 - 698
Fillet/Block and IQF (mt) 1,187 - 536
Deep Skin Fillet (mt) 957 - 2,241
Meal (mt) 3,585 2,260 1,094
0Oil (mt) 1,095 159 31
Roe (mt) 568 484 653

1/ The percentage change within a sector is calculated as (((status quo tons + 50,875)/(status quo tons))- 1)*100.
So, it represents the percentage increase that sector will receive.

2/ Only the catch delivered by catcher vessels is included for catcher processors.

Note: A 5% TAC decrease to a sector will result in numbers of equal magnitude, but with a negative sign

Also included are more qualitative assessments of various sub-options being considered. These include: (1)
potential separation of “true” motherships with their own allocation; (2) sub-allocation of the inshore quota to
small (<125") catcher vessels; (3) sub-allocation of the offshore quota to catcher vessels delivering offshore; and,
(4) options for the duration of the allocation (sunset alternatives).

. In 1996, deliveries to the three “true” motherships accounted for about 10% of the BS/AI pollock catch. The
Council is considering allocating 5-15% of the BS/AI TAC to this sector. There is still some question regarding
who is classified as a “true” mothership. Under the strictest interpretation only about six vessels could be
classified as “true” motherships, and this raises limited entry questions.

An allocation of 40-65% of the inshore quota is being considered for catcher vessels less than 125'. This roughly
covers the range that subsector has taken over time (it has decreased to about 40% currently). This suboption
could not be implemented in 1999. NMFS current catch accounting system will need to be modified before this
allocation could be monitored. This does not mean the Council cannot consider this eption, but actual
implementation would be delayed beyond the January 1, 1999 start of /O3.

A set aside of 9-15% of the offshore quota is also being considered by the Council. In 1996, catcher vessels
delivered about 10% of the pollock catcher processors processed (down to 7.4% in 1997). So, the low range of
the allocation represents the catcher vessels largest historical percentage of pollock processed by offshore catcher
processors. This allocation could be monitored in 1999 as long as there were no catcher vessel length restrictions
associated with this allocation.

The Council may choose to keep 1/O3 in effect until replaced by CRP. However, there is still a question of what
is meant by CRP. The Council is also considering two potentially shorter allocations. A sunset date one year
after implementation of /03 would require the Council to immediately begin analysis of /04. One additional
year would likely not provide enough time to collect the necessary data and do a formal cost/benefit analysis. It
would also create an unstable planning environment for the fleet. The three year sunset would likely resolve most
of the problems associated with a one year allocation.
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A new option was added to the Inshore/offshore suite of alternatives call the “Harvester’s Choice”. This
allocation would create a set-aside for catcher vessels less than 125' LOA (a second option would include catcher
vessels 155' LOA or shorter in the set-aside). The set-aside would be created using 40-65% of the inshore quota,
9-15% of the offshore (catcher processor) quota, and 100% of the “true” mothership quota. Once the quota is
placed in the set-aside, the catcher vessels would be allowed to deliver their catch (from the set-aside) to any
processing sector. This will result in less pollock being guaranteed to each processing sector. However,
depending on their success in purchasing pollock from the set-aside, they may be able to process more BS/AI than
they would have received under the initial allocation.

Including catcher vessels from 125 through 155' in the set-aside will likely reduce the benefits of this option for
catcher vessels less than 125' LOA. Catcher vessels less than 125' LOA have had their share of the inshore quota
reduced from 65% in 1991 to 42% in 1996. All of that reduction was the result of increased harvest in the 125'
through 155' catcher vessel class. Catcher vessels greater than 155' harvested 19% of the inshore quota in 1991
and 1996.

According to NMFS the “Harvester’s Choice” option could not be implemented in 1999. However, the Council
may select this option with the understanding that NMFS would implement the set-aside whcn their in-season
catch accounting system was changed to track catch at the harvest vessel level.

After considering all of their options the Council selected a preferred alternative for the BS/AI which will move
an additional 4% of the TAC inshore, changing the allocation split to 39% inshore and 61% offshore. In addition
to changing the allocation percentages, the Council also voted to restrict the entire offshore sector from operating
inside the CVOA during the pollock B-season. They also created a set-aside of 2.5% of the total BS/AI TAC
(after CDQs are deducted) to be fished only by catcher vessels less than 125' LOA delivering to inshore
processors. The set-aside fishery will take place on or about August 25. Any overages or underage resulting
from the set-aside fishery will be subtracted/added to the inshore open access B-season fishery. The Council’s
new program is scheduled to remain in place only for the 1999, 2000, and 2001 fishing years and then sunset.
A new Council action will be required to keep an inshore/offshore type allocation in place after 2001.

Table E.6 provides a summary of the projected changes under the Council’s preferred altemative. Projections
are based on a TAC of 1,017,500 mt, after CDQs are deducted from the quota. Processing in the inshore sector
is assumed to increase by 40,700 mt, while processing in the offshore sector is expected to decline by the same
amount,

Given constant product mixes and prices, exvessel revenue is expected to increase by $5.1 million and first
wholesale revenue is expected to increase by $2.4 million. Only catcher vessel revenues are included in the
exvessel calculation. Because less fish is harvested by catcher processors under the Council’s preferred
alternative, increases in exvessel revenues are expected. Greater catcher vessel harvests may also make the
exvessel revenue increase seem larger than expected. The change in first wholesale revenues represeats less than
0.5% of the total, and if the uncertainty around the estimate was considered, the change may not be significantly
different than zero.
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Changes in product mix are also included in this Table. They show that surimi, fillet, and meal production is
expected to increase, while deep skin fillet, mince, and roe production decreases.

Table E.6 Changes resulting from a 4% BS/AI pollock TAC increase to the inshore sector

Inshore Offshore Total
% Change Within the Sector 11.4% 6.2 %) -
Raw Fish (mt) 40,700 (40,700) -
Catcher Vessel Gr. Rev. (ex-vessel)l $76 3 25 $51
Gross Revenue (1st Wholesale) $ 241 3 21.7) $ 24
Surimi (mt) 7,343 (4,595) 2,748
Minced (mt) 270 (488) (218)
Fillet/Block and IQF (mt) 950 -(375) 574
Deep Skin Fillet (mt) 766 (1,569) (803)
Meal (mt) 2,868 (992) 1,876
Oil (mt) 876 @M 839
Roe (mt) 455 (505) (51)

1/Only the catch delivered by catcher vessels is included for catcher processors
2/The sector's allocation was calculated using the following formula:

Allocation = (allocation percentage * 1,100,000mt * 0.925)
3/The status quo was assumed that catcher processors process 55%, “true” motherships 10%, and Inshore 35%
4/Use caution when comparing gross revenues across sectors, because they are dependent upon utilization rates
and wholesale prices which were derived differently.

- Chapter §

This Chapter is devoted entirely to the CVOA options and includes historical fishing patterns relative to the
CVOA and projections of CVOA fishing patterns under the alternatives. Major findings include:

. Pollock tend to be larger and have less size variation inside the CVOA.

. CPUE tends to be higher outside the CVOA. _

. Increased pollock allocations to the offshore sector leads to less pollock catch in the CVOA relative
to the status quo;

. During the A-season, excluding the offshore sectors (CVOA alternative 1), and offshore and “true”

mothership sectors (CVOA alternative 2) from the CVOA vyields reductions in A-season CVOA
pollock catches. Total CVOA catch is also reduced in every case except when only catcher
processors are excluded under Alternative 3(D). In all the other options, the projections indicate
that catch inside the CVOA is reduced 15-57%;

. During the A-season, no combination of allocation altemative or CVOA alternative leads to
increases in A-season CVOA pollock catch greater than 6%. Therefore, even under the no CVOA
option catch is projected to increase only slightly during the A-season;

. Predicting B-season removals from the CVOA under the No CVOA alternative is highly
speculative regardless of the allocation alternative, and depend considerably on how the offshore
fleet is distributed.
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- In the B-season and for CVOA alternatives 1, 2, and status quo, reductions in CVOA pollock
catches are predicted for those sector allocation alternatives that increase the offshore sector’s
allocation (except for the combination of sector alternative 3(C) and CVOA altemative 2),

Alternatives which require sectors to operate outside the CVOA during the A-season appear to have greater
impacts during years when the ice edge is further south. In 1991 and 1994 the ice edge was about 200 nautical
miles further south that during 1996. Those years almost all of the catcher processor’s and catcher vessel’s catch
came from inside the CVOA. In 1996 the catch distribution was much closer to a 50/50 spilt inside and outside
the CVOA. Forcing vessels to fish closer to the ice edge may also cause safety concerns.

The Council’s preferred alternative allocates more pollock to the inshore sector, but then reduces the removals
of pollock which may be taken from the CVOA by allowing only the inshore sector to operate inside the CVOA
during the B-season. The Council opted to restrict “true” motherships from operating in the CVOA to create a
more equitable offshore fishery. “True” motherships had increased their share of the offshore quota over time,
so this was viewed as a way to help balance the offshore sector. The issue of marine mammals in general, and
Stellar sea lions in particular, was considered a larger problem that should be dealt with outside of the
inshore/offshore allocation. A paper will be prepared by NMFS over the summer and fall, in conjunction with
the Stellar sea lion recovery team, to look at the needs of Stellar sea lions in a comprehensive fashion.

Chapter 6

This is the Environmental Assessment (EA) and is primarily focused on marine mammal issues as they relate to
the CVOA. Also included is a discussion of EPA considerations as they relate to the issue of air and water
quality and processing discharges. Just prior to the April 1998 meeting, the NMFS issued guidance to the
Council regarding pollock removals from the CVOA, which overlaps with critical habitat area for Steller sea
lions. -The gist of the NMFS guidance was that, whatever alternatives and options were selected by the Council,
those should not result in a proportional increase in pollock removals from the CVOA. This draft of the analysis
provides additional discussion regarding the definition of proportional (what is the baseline from which we would
measure the relative change), and examines the possible combinations of alternatives and suboptions which
would comply with this guidance. For example, basic allocation alternatives which might increase proportional
CVOA removals can be offset by options which specifically limit harvests from the CVOA by sector and/or
season. Additional general information on Steller sea lions, such as life history and feeding habits, is also
included in Chapter 6.

The Council’s preferred alternative will not result in a proportional increase mpollockremovals from the CVOA.
Increasing the inshore allocation was more than offset by restricting the entire offshore sectbr from operating
inside the CVOA during the pollock B-season.
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hapter 7

This Chapter contains a summary of economic implications of the alternatives, including E.O. 12866
considerations, and addresses other issues raised by the Council.

. Net benefit impacts are not quantifiable given the lack of cost data and other information. Gross
revenue projections indicate very little change in overall gross revenues from the fisheries, under
any of the alternatives. Impacts are expected to be primarily distributional in nature, with impacts
to industry sectors being proportional to the allocation changes considered. With such small
changes in gross revenues overall, net impacts to the Nation from any of the altematives will not
likely be significant under the provisions of E.O. 12866, which specify a $100 (net) million annual
effect on the economy as the trigger for a ‘significant’ action.

. Utilization rates, as previously summarized, have changed over time, with the inshore sector
exhibiting a much higher overall utilization rate (and improvement over time) than the offshore
sector. During I/01, underlying (assumed) PRRs were a significant and contentious factor in the
analyses, and were factored into the analyses to arrive at overall net impact projections. The I/02
analyses did not attempt to quantify net benefits, but did examine several primary parameters of
the fisheries, including overall utilization rates (not to be confused with assumed PRRs). Based
largely on improved utilization rates by the inshore sector from 1991 to 1994, the analysis for [/02
projected that the original net loss estimates associated with the allocations were likely overstated.

. For the current analysis (I/03), overall utilization rates are factored into the projections for product
: and gross revenues for each of the alternatives. The higher utilization rates for the inshore sector
equate to a higher gross revenue per ton of raw fish for that sector, when compared to the offshore
sector, and therefore results in slightly higher overall gross revenues from the fishery for
alternatives which allocate more pollock inshore. However, these projections do not take into
account relative production costs between the sectors. Higher utilization rates alone do not
necessarily equate to ‘highest value’ from the fisheries. NOAA GC advice on this issue is that,
while the Magnuson-Stevens Act does not dictate management measures based on achievement of
higher product utilization rates, the Council may well consider this as a criterion in its decision
process. :

. Regarding excessive shares/capital concentration issues, there is little in the way of analysis directly
focused on this issue. Relative share of the harvest and processing of pollock, by individual firms
or vessels, cannot be published, though information of this nature is available in industry
publications, has been referenced in public testimony before the Council, or is generally known.
NOAA GC advice is that, because the inshore/offshore alternatives do not allocate fishing
privileges to individual fishermen (or entities), and the alternatives do not directly result in
acquisition of shares, National Standard 4 does not apply in the context of addressing a particular
company’s share of pollock harvest/processing (though Standard 4 does apply generally).
Additional discussion of excessive share issues as they relate to the National Standards is
contained in Chapter 7.

. Regarding progress toward overall Comprehensive Rationalization Planning (CRP), the place of
V03 depends on the ultimate CRP goal - if it is some type of IFQ program then the allocations will
likety serve to establish the ‘playing field” for those allocations, at least among sectors, regardless
of the specific percentages chosen. With an IFQ program at least 4 to S years away, due to the
Congressional moratorium, continuation of the allocations would appear to constitute a critical
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Chapter 8

‘holding place’ for the fisheries. If an IFQ program is not the eventual goal, then the allocations
are perhaps even more critical to defining the fishery. Regardless of the ultimate CRP solution, it
would appear that continuation of the allocations (without prejudice to the percentages), is critical
to orderly prosecution of the fisheries and a stable management environment.

Regarding potential implications of the American Fisheries Act (currently proposed in Congress),
enactment of this Act would result in a significant potential reduction in offshore sector capacity.
As many as 15 vessels could be immediately impacted, with those vessels accounting for 32% of
the total offshore catch in 1996 (21% of the overall pollock total in 1996).

Chapter 8 contains discussions of consistency with other applicable laws, including: Magnuson Act, National
Standards, and the Regulatory Flexibility Act. These assessments focus on the Council’s preferred alternative.

o
The Council’s preferred alternative appears to be consistent with the National Standards, based on
the information available. For example, community stability and sustained participation (National
Standard 8) is dependent, in many cases, on continued participation by all major industry sectors,
both offshore and inshore.. The Council’s preferred alternative changed the basic allocation
percentages, but should allow continued participation by all sectors.

Section 303(a)(9) of the Act requires consideration of potential impacts to participants in the
fisheries, and to other (adjacent) fisheries. Chapters 4 and 5, and other sections of this document
address impacts to participants in the pollock fisheries. Chapter 8 contains information regarding
potential impacts to other fisheries (‘spillover effects’). While this information does not allow for
conclusive statements regarding the likelihood or magnitude of such spillover effects, it is intended
to assist the Council and other reviewers by providing background information relative to this issue.

Included in that Chapter is the following: (1) information on the operational capacity and capability
of vessels/processors operating in the pollock fisheries; (2) patterns of entry and exit in the pollock
fisheries over time; (3) profiles of vessel/processor activity in alternative fisheries over time; (4)
detailed information on the 1997 fishing activities by vessels/processors involved in pollock
fisheries; (5) value estimates for other species (intended to provide insights on ‘replacement’

_potential of other species for lost pollock opportunities); and, (6) discussion of the potential for

spillover and possible mitigating measures. The analysis recognizes the potential for lost pollock
opportunities to be replaced, to some extent, by alternative fisheries such as yellowfin sole and
Atka mackerel, which are primary targets of the H&G factory trawl fleet. Mitigating measures
could include additional stand-down provisions to reduce the potential incursion into these fisheries
by ‘pollock’ vessels. Stand-down measures could probably be implemented, if desired, in time for
the 1999 fisheries. Species endorsements in the Council’s LLP are another measure that could
potentially address this issue, though that proposal has previously been discussed and rejected by
the Council.

Section 303(b)(6) requires certain specific analysis when considering limited entry programs. The
creation of a “true” mothership category, limited only to those operations which “have processed,
but never caught™ pollock in the BS/AL would have created a limited entry program (the three
existing “true” motherships and four others would appear to be the only eligible operations).
However the Council’s preferred altemative does not separate the offshore sector into catcher
processor and “true” mothership categories. So, the additional analysis that would have been
needed to fulfill requirements under 303(b)6 are not a necessary.
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. The Regulatory Flexibility Act (RFA) requires analysis of impacts on small entities, and
» determination of whether management actions would ‘significantly impact a substantial number
of small entities’. Significance can be triggered by a reduction in revenues of more than 5%; a
substantial number is defined as more than 20% of the affected universe of small entities. A
discussion of the proposed GOA action relative to the IRFA is contained under section 2.4.3, and
it concludes that no significant impacts are expected. However, because the action for the GOA
and the BSAI will be contained in a single rulemaking, the IRFA findings must be considered in
a collective fashion. It appears that 63 BS/AI pollock catcher vessels, 6 CDQ groups, and 60
govemnment jurisdictions would be considered small entities for RFA purposes, based on existing
interpretations of the Regulatory Flexibility Act. Of the 63 catcher vessels that are considered
small entities (out of 119 total), 38 vessels are < 125' LOA and deliver inshore at Ieast part of the
year. These vessels would be able to participate in the small catcher vessel set-aside and should
benefit under the Council’s preferred alternative. Twenty-one offshore catcher vessels may also
find markets and be able to deliver inshore during the set-aside fishery, but these vessels may need
to leave that fishery before it closes in order to be outside of the CVOA at the start of the B-season.
The impacts on small organizations and small government jurisdictions are discussed in appendices
II and III. Overall it appears that the proposed action with respect to the BSAI may result in
significant impacts as defined under the RFA. Therefore, the combined actions with respect to the
GOA and the BSAI may resuit in significant impacts based on this IRFA. NMFS will complete

the FRFA (final analysis) after the public comment period on the proposed rule and IRFA.
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1.0 INTRODUCTION AND MANAGEMENT BACKGROUND

Inshore/offshore (I/0) allocations of the pollock TAC were originally established under Amendments 18/23 to
the Bering Sea/Aleutian Island and Gulf of Alaska Fishery Management Plans, respectively.! The allocations
were continued by the Council in Amendments 38/40 to the respective FMPs. Both the original amendments and
the continuation contained “sunset” provisions, requiring the Council to reexamine the allocations, or see them
expire. The current /O management program will sunset December 31, 1998, without further Council action.

In June 1997 the Council requested information, in the form of pollock industry profiles, which enabled them to
examine the evolution of, and current status of, the BS/AI pollock fisheries from 1991 through 1996. These
profiles are included as Appendix I to this document. Based on its examination of those profiles, and other input
received through public comment and Council discussion, the Council, at its September 1997 meeting, adopted
a Problem Statement (with an associated set of alternatives) to examine the inshore/offshore pollock allocation,

within “current” biological, economic, social, and regulatory contexts This proposal is referred to as

Inshore/offshore Three (/03).

The Council proposed that an analysis be undertaken to examine 1/O3 alternatives which include continuation
of the existing sector-share allocations and, in the case of the BS/AI management area, a series of changes in
allocation shares and sector definitions, as well as possible changes in ‘reserved-area’ boundaries and access (i.e.,
management of the CVOA). In response, the Council staff has initiated development of an EA/RIR/RFA, to
assist the Council in its deliberations and to permit the Council to take action on 1/O3, prior to its scheduled
sunset, if deemed appropriate.

1.1 Purpose and Need for Action

As noted above, in September 1997 the Council developed the following Problem Statement relative to the
inshore/offshore pollock allocation issue:

GOA Problem Statement:

Allowing the current Guif of Alaska Inshore/offshore allocative regime to expire December 31, 1998, would
allow the same preemption of resident fleets by factory trawlers in the pollock and Pacific cod fisheries which
occurred in 1989. It was this dramatic preemption which triggered the original proposal for an inshore/offshore
allocation. In 1989, there was still pollock available in the Bering Sea when the preemption occurred when
vessels moved into the Gulf to take advantage of fish with high roe content.

A rollover of the current Guif of Alaska inshore/offshore program which allocates 100% of the pollock and 90%
of the Pacific cod to inshore operations is a proactive action to prevent the reoccurrence of the original problem.

BS/Al Problem Statement:

The current inshore/offshore allocation expires at the end of 1998. The Council thus faces an inevitable
allocation decision regarding the best use of the pollock resource. Many of the issues that originally prompted
the Council to adopt an inshore/offshore allocation (e.g., concerns for preemption, coastal community
dependency, and stability), resurface with the specter of expiration of the current allocation.

! In the GOA, the Pacific cod TAC was also apportioned between ‘inshore’ and ‘offshore’ sectors under the
/O amendment.
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The current allocation was made on the basis of several critical assumptions including utilization rates, foreign
ownership, the balance between social gains and assumed economic losses to the nation, and the nature of
progress on the Council's Comprehensive Rationalization Program (CRP) initiative. Many of these assumptions
have not been revisited since approval of the original amendment. It is not clear that these assumptions hold or
that the Council and the nation are well-served by continuing to manage the pollock fishery without a
reexamination of allocation options. The Magnuson-Stevens Act presents the Council with a new source of
guidance to evaluate national benefits. In the context of Council deliberations over Inshore/offshore 3, this
includes enhanced statutory emphasis on increased utilization, reduction of waste, and fishing communities.

There have also been substantial changes in the structure and characteristics of the affected industry sectors
including number of operations, comparative utilization rates, and outmigration and concentration of capital.
These changes are associated with several issues, including: optimization of food production resulting from wide
differences in pollock utilization; shares of pollock harvesting and processing; discards of usable pollock protein,
reliance on pollock by fishing communities; and decreases in the total allowable catch of pollock. In addition,
changes in fishing patterns could lead to local depletion of pollock stocks or other behavioral impacts to stocks
which may negatively impact Steller sea lions and other ecosystem components dependent upon stock availability
during critical seasons.

Therefore, the problem facing the Council is to identify what allocation would best serve to ensure compliance
with the new Act and address the issues identified above.

1.2 Alternatives Being Considered
Alternative 1: No action.

Alternative 2: Rollover existing inshore/offshore program, including:
GOA pollock (100% inshore) and Pacific cod (90% inshore)
allocations
BS/AI pollock (35% inshore, 65% offshore) allocation
suboption a: 1-year rollover
suboption b: 3-year rollover

Alterpative 3: Allocation range (BS/AI only) of following percentages:

-

Option: A B [} D

: Inshore sector 25 30 40 45
“True” Motherships 05 10 10 - 15

Offshore sector 70 60 50 40

Staff intends to look at these ranges as four separate allocation alternatives.
However, it is the Council’s intent that these be considered as bounds for the
allocation, and that the Council may select any allocation that falls within the
bounds of the study, including the existing 65/35. Therefore, the Council may
select as its preferred alternative any allocation that issues the Inshore sector 25-
45%, “True” Motherships 5-15%, and the Offshore sector 40-70% of the BS/AI
pollock quota. The Council wants to emphasize to the public that this wide range
of allocations is for analysis and does not necessarily signal that the Council will
choose such a wide divergence from status quo when the final decision is made
next June.

HAIN-OFF-3\1SECREVIO3EA.SOC 2 (August 26, 1998, 1:00 pm)



Option: Establish a reserve set aside for catcher vessels less than 125 feet. The range considered
for this set aside is 40-65% of the inshore and “true”” mothership sector quotas. This range is based
on the percentage of harvest that these smaller catcher vessels accounted for between 1991 and
1996.

Allocations would be analyzed such that the “true” motherships (which could operate in the BS/AI only) would
be looked at as a sub-component of either the inshore or offshore component or as a separate component.

Option: Nine to 15% of the offshore quota shall be reserved for catcher vessels delivering to
catcher processors. This is in addition to the allocation that catcher vessels may receive under the
“true” motherships and inshore sectors.

Alternative 4: “Harvester’s Choice” for Catcher Vessels Less Than 125' LOA.

Establish a set-aside for catcher vessels less than 125' LOA. The set-aside would be based upon
a combination of:

- 40 to 60% of the inshore quota, plus
- 9-15% of the offshore (catcher processor) quota, plus
- 100% of the “true” mothership sector quota.

This alternative would use the main allocation percentages and small vessel set-aside sub-options, considered
under Alternative 3, to determine the amount of pollock allocated to small catcher vessels (<125' LOA). Once
their allocation percentage is determined, each of the small catcher vessels would be allowed to develop markets
and deliver their pollock to the inshore, “true” mothership, or catcher processor sectors. Larger catcher vessels
- would only be allowed to sell their allocation to the inshore sector. Catcher processors would still be allowed to
barvest some or all of the catcher processor quota depending on the option selected.

Under the Statns Quo allocation percentages, this options reduces the pollock guaranteed to all of the processing
sectors. However, any processing sector could increase the amount of pollock they process if they are relatively
more successful in developing contracts with small catcher vessels.

Alternative 5: “Harvester’s Choice” for Catcher Vessels 155' LOA and Shorter.

—

This alternative is the same as Alternative 4 except that the set-aside also includes catcher vessels
from 125' through 155' LOA.

The definitions provided by staff for the Inshore, Offshore, Catcher Vessel, and “True” Mothership sectors will
be used in this analysis. These same definitions were used in the sector profiles developed for the Council, and
presented at the September meeting. Those breakdowns include:

Alternative 6: The Council’s Preferred Alternative.

Thirty-nine percent of the BS/AI pollock would be allocated inshore and 61% offshore, after CDQs are deducted
from the BS/AI TAC. No separate allocation to “true” motherships was included in this alternative. Instead, the
“true” motherships will remain within the offshore sector.

In addition to the basic allocation split, the Council created a set-aside for BS/AI catcher vessels less than 125'

LOA delivering to processors in the inshore sector. These small catcher vessels were allocated 2.5% of the
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combined BS/AI pollock TAC (adjusted for the 7.5% CDQ). Harvest of the set-aside will take place before the
Bering Sea pollock B-season (there is no Aleutian Island B-season), starting on or about August 25. Any
overages or underages resulting from the set-aside fishery. will be subtracted from/added to the inshore BS open
access B-season quota.

The rules and regulations pertaining to the CVOA will remain the same as under I/O2, except that during the B-
season, harvesting operations allowed inside the CVOA will be restricted to catcher vessels delivering to the
inshore sector. Under the current regulations, catcher vessels delivering to any sector are allowed to operate inside
the CVOA during both the A and B-seasons. The new regulations will restrict catcher vessels delivering to
offshore processors (including “true” motherships) from operating inside the CVOA during the pollock B-season.
Catcher processors will continue to be restricted from harvesting pollock inside the CVOA during the B-season.

A three year sunset date is also included in the Council’s preferred alternative. Therefore, /O3 will remain in
effect only for the 1999, 2000, and 2001 pollock fishing seasons, if the Secretary implements this program.

Catcher Vessels:

. < 125' Length Overall (LOA)
. 125' through 155' LOA
. >155'LOA

Inshore Processors:

. Surimi Capability

. No Surimi Capability
Catcher Processors:

. Surimi Capability

. No Surimi Capability
“I :” Miﬂlﬂﬁhips'

A vessel that has processed, but never caught, pollock in a “pollock target” fishery in the BS/AI EEZ.
Also included as options under Alternative 2 and Alternative 3:

1. Catcher vessel operational area (CVOA) Issues: -

a. Keep the CVOA as currently defined.

b. Restrict catcher/processors from operation in the CVOA during both the A & B season with an
examination of allowing “true” motherships to operate in the CVOA exclusively as well as
excluding them from CVOA.

c. Restrict larger catcher vessels (>155' or >125") fishing in CVOA (added in April 1998)

d. Repeal the CVOA.

2. Sunset Issues:
a. No sunset date, but intended to serve as an interim measure until the Comprehensive Rationalization
Program has been completed.
b. 3-year sunset.

3.  The analysis identifies and examines potential conservation impacts on fish stocks, marine mammals

and other marine resources that may result from status quo, or any changes in the structure of the
fishery as well as other reccommendations made by the SSC in their June 1997 meeting.
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1.3 Summary of Previous Analyses

The purpose of this section is to provide the reviewer with additional background on the evolution of the
inshore/offshore pollock allocations. Drawn from previous analyses, the following section summarizes the
context and results of the analyses for the original inshore/offshore program (Amendments 18/23) and the second
iteration (Amendments 38/40).

Original SEIS from March 1992

The original SEIS prepared by Council staff focused on input/output modeling which projected distributional
changes in employment and income at the community/regional level. This analysis indicated that losses in
employment and income for the Pacific Northwest induced by the inshore/offshore allocations analyzed would
be more than offset by gains in direct income to Alaska regional economies. The magnitude of this effect depends
on the specific allocation altemnative chosen, but holds true across all alternatives to some degree. The Preferred
Alternative of the Council was a three-year phase-in of allocation percentages (35/65, 40/60, and 45/55
shore/offshore). Combining offshore and inshore regional impacts yielded a net gain in direct income of around
$9 million in the first year of the program, based on the projections in that analysis.

Cost-Benefit Study from April 1992

As part of the Secretarial review process, NMFS economists conducted a cost-benefit oriented analysis which
focused on overall net benefits (or losses) to the nation which would result from the inshore/offshore analysis.
The basic methodology of that analysis was to measure producer surplus for each sector and then to predict the
relative changes in that producer surplus for each sector—inshore and offshore. This involved estimation, for
each sector, of relative harvest percentages, product mixes, recovery rates, and prices for fish. From this estimate,
total revenues are projected, then subtracted from total estimated costs of production to arrive at net revenues (or
producer surplus) for each sector, for both the “allocation case” and “no-allocation case.” The net revenue
difference between the two cases is the estimate of overall changes in net revenues to the nation of the allocation.

That analysis projected a net loss to the nation of $181 million over the three-year life of the allocation. Gains
to the inshore sector were outweighed by losses to the offshore sector by that amount. Assumptions and
parameters used in this analysis were the subject of intense disagreement and debate, and the analysis was largely
silent on the issues of distributional and community impacts. The analysis was part of the basis of Secretarial
review, and subsequent disapproval of the BS/AI pollock allocation (the GOA allocations were  approved as well
as the CDQ program for the BS/AI).

Supplemental Analysis from September 1992

Following Secretarial disapproval, a final Supplemental Analysis was jointly prepared by NMFS economists and
Council staff. This analysis combined a cost-benefit assessment with an income/distributional analysis. The
analysis also contained a detailed examination of the CVOA. Alternatives examined included the three-year
phase-in as described above and a more straightforward 30/70 split over the entire three years. The Council

finally approved, and forwarded to the Secretary, an allocation of 35/65, 37.5/62.5, 37.5/62.5. The final analysxs
projected the following major findings for the Preferred Alternative:

. Cost-benefit analyses projected an overall loss to the nation of $33.6 to $37.6 million over the three
years of the allocation, depending on which set of parameters was used in the models. Sensitivity
analysis indicated that, with certain parameters in the model, these projected losses could be reduced
substantially, or could result in a net gain to the nation of $11 million. Essentially, the projections of net
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benefits/(losses) covered a range of possibility, from positive to negative depending on parameters and
assumptions used, with the expected value in the negative.

« - Distributional income analyses, using the same parameters assumed in the cost/benefit study, also
projected an overall net loss, in terms of direct income at the U.S. level, with offshore losses outweighing
gains to the inshore sectors. The estimated loss was $20 - 28 million over the three-year allocation
(Preferred Alternative), though a potential overall gain of $11 million could be projected using model
parameters based on public testimony to the Council.

. The Social Impact Assessment (SIA) which accompanied this analysis concluded that benefits to
Alaskan coastal communities from the proposed allocation would be immediate and direct, while
corresponding losses to Pacific Northwest communities would be less direct and less immediate.
Overall, the study concluded that a given level of benefits accruing to Alaskan coastal communities was
proportionally more significant when compared to regions like the Pacific Northwest where alternative
industries and employment existed. The SIA noted that continuation of status quo (no inshore/offshore
allocation) would have immediate and direct negative consequences for economic development and social
stability in Alaskan coastal communities who rely heavily on fish harvesting and processing.

Inshore/offshore 2 - Amendments 38/40

The analysis of the proposed reauthorization of Amendment 18/23 did not attempt to respade the previous cost-
benefit or distributional analyses; rather, it examined the current state of the fisheries (through 1994) and
identified any significant changes which had occurred which would affect the overall findings of the previous
analyses. Any directional changes, and their likely magnitudes, from the original analyses were identified in this
iteration. Projections were made regarding the likely distributions of fishing and processing activities under both
current alternatives—expiration of the allocation or reauthorization. Using the 1993 and 1994 fisheries as a base
case for comparison, impacts of these projections were offered.

That analysis also examined additional issues which had been identified by the Council in the proposed
reauthorization. In addition to potential preemption, these included stability within the industry, future trade-offs
for affected industry sectors, and the potential impacts on the Council's overall CRP development. The pollock
CDQ program was examined from the perspective of the current status of each of the six CDQ organizations'
development, relative to the overall goals and objectives of the CDQ program created by the Council. In terms
of projected impacts during the 1995, three-year reauthorization, the following is excerpted from the Executive
Summary of that analysis:

BS/AI Pollock Fisheries

. Price trends were similar to GOA with surimi and fillets decreasing significantly and roe maintaining
high levels. Both sectors have increased surimi production relative to other product forms, while
fillet and roe production as a percentage of overall production has remained fairly constant, with the
exception of roe production for the offshore sector which has dropped as a percentage of overall
production. :

. Lower prices have decreased gross revenues for both sectors; gross revenues per mt of catch have
also dropped for both sectors, though differentially. The inshore sector revenue per mt decreased
11.3% from 1991 to 1994 while the offshore sector revenue per mt decreased 32.6% over the same
period. This is due primarily to higher overall utilization rates by inshore (were production per mt
of raw fish) which affects the price reduction.
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. Compared to the projected impacts of inshore/offshore as modeled in the original analyses, these
changes indicate that projected impacts (net losses to the nation) were likely overstated, and that
actual net losses are likely much less. The current analysis indicates that the range of expected
economic impacts of the allocation would be shifted more toward a neutral point.

The conclusions noted above must be tempered by the limitations of the information available to the analysis.
The most notable caveat is the lack of new information regarding costs of harvest and production for both
sectors. The best cost information available was that used in the original study which was based on an “OMB
Survey” conducted in the fall of 1990. Efforts to update cost information since that time have not been
successful. Therefore, the analysis assumes that costs per ton of harvest and production remained constant
Jor all producers in both sectors, and attempts to work around this shortcoming by focusing on utilization
rates, changes in product mix, and apparent changes in weekly catch and production. Additionally,
information regarding product prices for 1994 has not yet been compiled, and therefore, 1993 prices were
applied to 1994 production totals.

ojections wi iration t

Chapter 5 projects probable implications of Alternative 1, the Expiration of the Inshore/offshore Amendments.
The chapter focuses on projection of the harvest splits and potential economic impacts which might occur in
the BS/Al pollock fishery without the inshore/offshore allocation. It goes on to a more qualitative discussion
of possible outcomes in the GOA pollock and Pacific cod fisheries.

S/ ock Fishe, d ternativ

" Seasonal averages and maximum catches were used to estimate harvest splits under Alternative 1. These two

-different methodologies projected inshore harvests of 29.15% and 25.46%, respectively. It appeared that
using the seasonal averages predicted the 1991 harvest split more accurately than did the seasonal
maximums. Using the projected harvest splits along with total product to total catch ratios (the “Utilization
Rate”), product mixes and prices assumed for the 1994 fisheries, we estimated gross revenues. The results
showed a probable decline in overall gross revenues accruing to the BS/AI pollock fisheries under Alternative
1 from $515 million estimated for the 1994 fishery to $511 million using the seasonal averages or $509
million using the season maximums, a very small change relative to the overall magnitude of the fishery.
Further, the projected harvest splits using the seasonal average approach indicated that the overall shift in
harvest to the inshore sector from the offshore sector, which was predicted to occur under the Tnshore/offshore
allocation in the Supplemental Analysis, were likely overstated. This implies that the estimated net losses to
the Nation, resulting from Amendment 18 in the Supplemental Analysis, were also overstated.

The analysis also concluded that Alternative 1 would likely have negative impacts on the stability of coastal
communities, and upon the industry itself, particularly during the crucial period in which the Council attempts
to rationalize the fisheries with comprehensive solutions.

Overall, it was concluded that Alternative 1 is less likely to provide significant gains in net benefits to the
Nation than might have been supposed in the Supplemental Analysis. It is also likely that, given the inherent
uncertainty of the information and the models used, the cost/benefit implications of the inshore/offshore
allocation approach neutrality, and therefore the cost/benefit implications of the lack of an allocation also
approach neutrality. These conclusions are based on several key assumptions:

1. Discard and utilization rates remain at the same relative levels during 1996-1998 as in 1994.

2. 1993 prices used to estimate 1994 gross revenue will be applicable for the years 1996-1998.

3. Product mix in each of the years from 1996-1998 will be identical to those found in 1994.
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4. Relative weekly catch and production between sectors will remain as it was in 1994.
5. Relative harvests and product costs between sectors remain the same as in the supplemental

analysis.
6. Biomass levels, TACs, and therefore CPUEs, remain at 1994 levels.

These are fairly strong assumptions and thus give rise to the fairly weak conclusion of the neutral impact on
the cost/benefit implications of the allocation. Given a neutral allocation, in terms of efficiency, conclusions
regarding stability and impacts on communities become all the more relevant.

ollock Fi nder Alternative

Estimates of impacts of Alternative 1 on the GOA pollock fishery were qualitative. In general, it was
concluded that under the Alternative offshore catcher-processors would likely enter the GOA pollock fisheries
in the second and third quarter apportions, causing shorter seasons and destabilizing the current
participants, noting that these conclusions are based on assumptions similar to those listed above.

cific Cod Fishe nder Alte e

Estimates of impacts of Alternative 1 on the GOA Pacific cod fishery were also somewhat qualitative. In
general it was concluded that freezer longliners would benefit significantly under the Alternative. It appears
that they would be able to enter the GOA Pacific cod fishery until the TAC was reached, and then continue
on into the BS/A] to fish under the guaranteed fixed gear TAC. It is also possible that some offshore catcher-
processors would participate in the GOA Pacific cod fisheries. Both of these conclusions would lead to
shorter seasons and would likely be destabilizing for the current participants.

ojections with Reauthorization o dment 3

Chapter 6 contains the projections of impacts of Alternative 2 - reauthorization of Amendment 18/23 for an
additional three years. Projections of harvest/processing activity are straightforward for this alterative - it
would be 35/65 for the BS/AI pollock, GOA pollock would be 100% inshore, and GOA Pacific cod would be
90% inshore. Patterns of harvesting and processing are expected to be relatively unchanged from the base
case; i.e., the 1993 and 1994 fisheries. GOA pollock stocks are relatively small, decreasing, and quarterly
allocated. Alternative 2 would facilitate inseason management of the pollock stocks and avoid quota overruns
by limiting the harvest of pollock to smaller, lower capacity shore based trawlers. If the Council chooses
Alternative 2, other considerations include the CVOA and the definition of ‘inshore' relative to
Jreezer/longliners. Major findings from the analysis are presented below: e

-

CVOA Considerations

. Shore based vessels are more dependent on the CVOA (and any nearer shore fisheries) than the
offshore sector.

. Pollock are harvested disproportional to their areal distribution; harvest rates of pollock are

concentrated in the CVOA in the ‘A’ season, and harvest rates are much higher inside the CVOA than
outside in the ‘B’ season.

. Allowing offshore sector vessels inside the CVOA in the ‘B’ season will likely exacerbate the
disproportionate harvest rates relative to pollock distribution.
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. Variation from year to year is exhibited relative to average size of pollock inside and outside the
CVOA, with average size rates being similar; percentage of fish > 30 cm (commercially viable size)
is higher inside the CVOA than outside.

. Overall, CPUE:s of exploitable fish have been similar overall both inside and outside the CVOA, so
exclusion from the CVOA should pose no significant impediments to offshore sector fishing
operations. Operating costs, however, could be higher outside the CVOA.

’ Increased harvest rates in the CVOA could adversely affect marine mammal critical habitat areas in
the CVOA if the restrictions are relaxed.

. Bycatch rates of salmon and herring are higher inside the CVOA during the ‘B’ season time period.
Additional effort could result in higher overall bycatch of these species.

Cost-Benefit Impljcatigng

A reauthorization of Amendment 18/23 would be expected to result in the same general cost-benefit impacts
as projected in the original Supplementary Analysis from 1992, as adjusted by findings from this current
analysis. A substantive, comprehensive, quantitative reassessment has not been conducted in this analysis
primarily because of the lack of new cost information which is a key element of a cost/benefit analysis, but
changes in other primary model parameters have been identified which may directionally affect the original
findings. In Chapter 4, it was concluded that the expected net losses to the nation were likely overstated in
the original analysis, and that changes in the actual fisheries relative to assumptions used in that analysis
would tend to move the expected impacts more towards neutral, given the data available to the analysis and
the assumptions used.

The methodologies for projecting distributional changes in employment and income, at a community/regional
level, are directly dependent on the revenues generated from the fisheries for each sector. The original
analysis (Supplemental analysis from September 1992) predicted net losses in direct income of $20-28
million, depending on model parameters used, and could project a gain of $11 million using selected model
parameters. In that analysis benefits to inshore sectors were more than outweighed by losses to the offshore
sector. Based on information presented in Chapter 4, fish prices and product mixes have changed to the point
that overall revenues from the fisheries for both sectors are significantly reduced, relative To the projections
made in the original analysis. The bottom line effect of this is to dampen the magnitude of any distributional
effects overall; i.e., drive them towards the zero, or neutral point, keeping in mind that distributional effects
are a function of both income from fisheries and employment from fisheries. Previous projections indicated
a substantial loss of employment for the Pacific Northwest communities, and a gain for Alaska based
communities. There is no information contained in this analysis to indicate that those employment projections
were inaccurate. v

The reductions in direct income from the fisheries for both sectors tend to reduce the aggregate income effects
when compared to the original analyses, though we still expect gains to the inshore sector and losses to the
offshore sector overall, when combined with employment effects. It is important to reiterate, however, that
even though the trend is more towards a more neutral impact in aggregate, some distributional impacts will
certainly still be expected, and any level of impacts to Alaska coastal economies is far more significant than
a similar level of impacts to Pacific Northwest economies. This is a consistent finding in both the
distributional analyses previously conducted and the Social Impact Assessment previously conducted.
Therefore, although net negative impacts in direct income may still be expected, these impacts are reduced
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~ from projections in the original analysis. These impacts for 1996-1998, under the three-year extension, would
be similar to the impacts actually occurring in 1993-1995.

Stability Implications

Compared to the base case (the 1993 and 1994 fisheries), continuation of the inshore/offshore allocations
as they now exist would result in the least change, relative to that base case. Stability is epitomized by lack
of change in a given industry or between sectors in a given industry. The existing allocations provide a
reasonable assurance to each industry sector involved regarding the amount of fish for harvesting and
processing. Business planning is largely affected by these allocations for both inshore and offshore
processors and harvesting vessels which deliver to them. The continuation of these allocations for an
additional three years would maintain the relationships between these sectors as they have developed over
the past three years. The stability which has been established between these various industry sectors may not
guarantee survival of entities within these sectors, but may be crucial to the successful fruition of the CRP
program over the next three years. A stable environment in the fisheries has been cited:by the Council as
critical to successful CRP development. Indeed, the disruption of existing distributions of harvesting and
processing of pollock and Pacific cod, and the business relationships based on those distributions, could have
serious and adverse implications for successful CRP development.

Allowing the inshore/offshore allocations to expire would result in a projected “reallocation” of about 6%
of the overall pollock quota in the BS/AI i.e., the split between inshore and offshore processing is estimated
to be about 29/71, closer to pre-inshore/offshore splits (26.5/73.5), as opposed to the current 35/65. Because

of this projected change, the reauthorization of Amendment 18/23 holds implications for future tradeoffs

between industry sectors. Under the reauthorization, the offshore sector would be giving up about 6% of
pollock harvests/processing which it would enjoy if the allocations were allowed to expire. Conversely, the

inshore sector enjoys about a 6% “gain” under the reauthorization relative to expiration of the allocations.

From the offshore sector's perspective, this 6% relative loss represents a tradeoff between increased revenues
and some amount of upheaval in the industry which may result if the allocations are allowed to expire.

Continuation of the allocations may provide the stable operating environment necessary for eventual
implementation of CRP programs such as IFQs, something the offshore sector generally has been striving
towards.

Community Impacts

Although the distributional, income based analyses previously conducted (and described c‘ﬁ)ave) are based
on economic activity at the community/regional level, an additional, more qualitative examination of
community impacts is provided in this analysis. A review of the previous SIA from 1992, which focused on
the communities of St. Paul, Dutch Harbor, Sand Point/King Cove, Kodiak, Newport, and Bellingham/Seattle,
indicates that the smaller Alaska communities, which are fundamentally dependent on the groundfish
fisheries, exhibit the most variability and vulnerability to socially disruptive forces. Inshore allocations were
determined to provide the greatest benefit to Alaskan coastal communities and afford them the greatest
opportunities for development and growth, while the only community negatively affected would be
Ballard/Seattle. The absence of an allocation would very likely impact coastal Alaskan communities
negatively, both economically and socially.

Immediate and direct positive impacts would be expected by Alaskan communities with the allocation,
partially offset by negative impacts to Pacific Northwest employment and income, though the latter would be
more easily absorbed by the more diverse economies of that region. Since 1992, additional infrastructures
have developed in Alaskan coastal communities, partially in response to the guaranteed allocations from
Amendment 18/23. Given the current status of the fisheries, and these communities which rely on fishing and
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processing, allowing the inshore/offshore allocations to expire, in the absence of alternative management
remedies, would likely result in at least the same level of impacts as previously projected. Impacts at this time
could be exacerbated beyond those previously predicted due to the additional infrastructures and the ability
of these communities to utilize the current allocations.

Preferred Alternative

Chapter 10 discusses the preferred alternative, and provides updated information on prices and products.
The Council approved the reauthorization of the Inshore/offshore Allocations of Pollock in the BS/AI and of
pollock and Pacific cod in the GOA. They also approved the continuation of the Pollock CDQ program for
Western Alaska. If approved by the Secretary of Commerce, these amendments will be enacted as Amendment
40 to the GOA Groundfish FMP and Amendment 38 to the BS/AI Groundfish FMP, and will be in effect for
three years through 1998. Amendment 40 to the GOA FMP will allocate 100% of the pollock and 90% of the
Pacific cod to the inshore sector. Under Amendment 38 in the BS/AL, 7%:% of the pollock TAC will be
allocated to the Pollock CDQ Program, with the remaining pollock TAC divided between inshore and offshore
harvesters; 35% to the inshore sector and 65% to the offshore sector. The CVOA is defined for the pollock
“B-Season, ” within which only catcher vessels may operate. The Council also made some minor changes to
the Catcher Vessel Operational Area (CVOA), and asked that any other regulations that deal with the inshore
and offshore sectors also be reauthorized, including an extension of the delay of the start of the A-season for
the offshore sector.

In reaching their decision to reauthorize inshore/offshore, the Council relied on the information contained
in the original EA/RIR dated May 4, 1995, as well as information provided by the public in comments and
testimony at the Council meeting. The Council also relied on a presentation from its Staff and from the SSC
and the Advisory Panel. Staffindicated that updated information regarding 1994 product prices and 1993

‘production information had become available, and that a preliminary examination of that information did
“not result in any changes in the conclusion drawn in the EA/RIR. The Council concurred with those findings
overall and concluded that reauthorizing the inshore/offshore allocations for an additional three-year period
would promote stability in the industry, while allowing the Council adequate time to further develop its
Comprehensive Rationalization Plan.

1.4 Elements of the Current Inshore/Offshore Regulations
14.1 Amendment 40 to the GOA Groundfish FMP
Changes to the FMP:

Permit Requi

AILUS. vessels fishing in the Gulf of Alaska and all U.S. processors receiving fish from the Gulf of Alaska must
have current permits issued annually by the Secretary of Commerce.

The allowed harvests of Gulf of Alaska pollock and Pacific cod will be allocated between the inshore and offshore
components of industry in specific shares in order to lessen or resolve resource use conflicts and preemption of
one segment of the groundfish industry by another, to promote stability between and within industry sectors and
affected communities, and to enhance conservation and management of groundfish and other fish resources.
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Definitions

Inshore is defined to consist of three components of the industry:
1. All shoreside processors as defined in Federal regulations.
2, All catcher/processors which meet length requirements defined in Federal regulations and which
have declared themselves to be “Inshore”.
3. All motherships or floating processors which have declared themselves to be “Inshore.”

Offshore is defined to consist of two components of the industry:
1. All catcher/processors not included in the inshore processing category, or which have declared
themselves to be “Offshore.”
2 All motherships and floating processing vessels not included in the inshore processing category,
or which have declared themselves to be “Offshore.”

Sy
Annually before operations commence, each mothership, floating processing vessel and catcher/processor vessel
must declare on its Federal Permit application whether it will operate in the inshore or offshore component of
industry. This declaration must be the same for both the BS/AI and the GOA if applications for both are made.
All shoreside processors will be in the inshore component. Once declared, a vessel cannot switch to the other
component, and will be subject to restrictions on processing amounts or locations for pollock and Pacific cod for
the rest of the fishing year. Harvesting vessels can choose to deliver their catch to either or both components.

Catcher Processors which have declared themselves to be inshore have the following restrictions:
1. The vessel must be less than 125' LOA.
2. The vessel may not catch or process more than 126 mt (round weight) of pollock or GOA
Pacific cod in combination in a given week of operations.

Motherships and floating processors which have declared themselves to be inshore have the following restriction:
1. Processing from a directed pollock fishery or a directed GOA Pacific cod fishery must occur in
a single location within the waters of the State of Alaska.

Allocations

One hundred percent of the allowed harvest of pollock is allocated to inshore catcher/processors or to harvesting
vessels which deliver their catch to the inshore component, with the exception that offshore catcher/processors,
and vessels delivering to the offshore component, will be able to take pollock incidentally as bycatch in other

directed fisheries. All pollock caught as bycatch in other fisheries will be attributed to the sector which processes
the remainder of the catch.

Ninety percent of the allowed harvest of Pacific cod is allocated to inshore catcher/processors or to harvesting
vessels which deliver to the inshore component and to inshore catcher processors; the remaining 10% is allocated
to offshore catcher/processors and harvesting vessels which deliver to the offshore component. All Pacific cod
caught as bycatch in other fisheries will be attributed to the sector which processes the remainder of the catch.

These allocations shall be made by subarea and period as provided in Federal regulations implementing this FMP.
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~ Reapportionment of unused allocations

If during the course of the fishing year it becomes apparent that a component will not process the entire amount
of the allocation, the amount which will not be processed shall be released to the other component for that year.
This shall have no impact upon the allocation formula.

Duration

Inshore/offshore allocations of pollock and Pacific cod shall cease to be a part of this FMP either (1) at midnight
on December 31, 1998; or (2) earlier if replaced with another management regime approved by the Secretary.

1.4.2 Amendment 38 to the BS/AI Groundfish FMP

Permit Requi

All U.S. vessels fishing in the Bering Sea or Aleutian Islands sub-management areas and all U.S. processors
receiving fish from the Bering Sea or Aleutian Islands sub-management areas must have current permits issued
annually by the Secretary of Commerce.

Inshore/offshore allocations of pollock

The allowed harvest of Bering Sea and Aleutians pollock will be allocated between the inshore and offshore
components of industry in specific shares in order to lessen or resolve resource use conflicts and preemption of
one segment of the groundfish industry by another, to promote stability between and within industry sectors and
affected communities, and to enhance conservation and management of groundfish and other fish resources.

- Definiti

Inshore is defined to consist of three components of the industry:
L All shoreside processors as defined in Federal regulations.
2. All catcher/processors which meet length requirements defined in Federal regulations and which
have declared themselves to be “Inshore.”
3. All motherships or floating processors which have declared themselves to be “Inshore.”
Offshore is defined to consist of two components of the industry: -
1. All catcher/processors not included in the mshorc processing category, or which have declared
themselves to be “Offshore.”
2. All motherships and floating processing v&ssels not included in the inshore processing category,
or which have declared themselves to be “Offshore.”

Declarati ! . -

Annually before operations commence, each mothership, floating processing vessel and catcher/processor vessel
must declare on its Federal Permit application whether it will operate in the inshore or offshore component of
industry. This declaration must be the same for both the BS/AI and the GOA if applications for both are made.
All shoreside processors will be in the inshore component. Once declared, a vessel cannot switch to the other
component, and will be subject to restrictions on processing amounts or locations for pollock for the rest of the
fishing year. Harvesting vessels can choose to deliver their catch to either or both components.
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Catcher processors which have declared themselves to be inshore have the following restrictions:
L. The vessel must be less than 125' LOA.
2. The vessel may not catch or process more than 126 mt (round weight) of pollock or GOA
Pacific cod in combination in a given week of operations.

Motherships and floating processors which have declared themselves to be inshore have the following restriction:
L. Processing from a directed pollock fishery or a directed GOA Pacific cod fishery must occur in
a single location within the waters of the State of Alaska.

Allocations

The allowed harvest of BS/AI pollock shall be allocated as follows: Thirty-five percent (35%) of the pollock in
each subarea, for each season, will be allocated to the inshore component beginning in 1996 and continuing
through 1998. By the same action, the offshore fleet will be allocated 65% of the pollock resource beginning in
1996 and continuing through 1998 in each subarea and in each season. The percentage allocations are made by
subarea and period as provided in Federal regulations implementing this FMP. All pollock caught as bycatch in
other fisheries will be attributed to the sector which processes the remainder of the catch.

R . ¢ { allocati

If, during the course of the fishing year, it becomes apparent that a component will not process the entire amount
of the allocation, the amount which will not be processed shall be released to the other component for that year.
This shall have no impact upon the allocation formula.

Western Alaska Community Ouota

For a Western Alaska Community.Quota, 50% of the BS/AI pollock reserve as prescribed in the FMP will be
held annually. This held reserve shall be released to communities on the Bering Sea Coast which submit a plan,
approved by the Governor of Alaska, for the wise and appropriate use of the released reserve.

The Western Alaska Community Quota program will be structured such that the Governor of Alaska is authorized
to recommend to the Secretary that a Bering Sea Rim community be designated as an eligible fishing community
to receive a portion of the reserve. To be eligible a community must meet the specified criteria and have
developed a fisheries development plan approved by the Governor of Alaska. The Governor shall develop such
recommendations in consultation with the Council. The Govemnor shall forward any such recommendations to
the Secretary, following consultation with the Council. Upon receipt of such recommendations; the Secretary may
designate a community as an eligible fishing community and, under the plan, may release appropnate portions
of the reserve.

Bering Sea Catcher Vessel Operational Area

For directed pollock harvesting and processing activities, a catcher vessel operational area (CVOA) shall be
defined as inside 167°30' through 163° West longitude, and 56° North latitude south to the Aleutian Islands. The
CVOA shall be in effect commencing on the date that the second allowance of pollock is available for directed
fishing until the inshore allocation is taken, or the end of the fishing year. Only catcher vessels and

catcher/processors fishing under the Western Alaska Community Quota Program, may participate in a directed
pollock fishery in this area during this period.
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Duration

Inshore/offshore allocations of pollock, the CVOA, and the Western Alaska Community Quota program shall
cease to be a part of this FMP either (1) at midnight on December 31, 1998; or (2) earlier if replaced with another
management regime approved by the Secretary.

1.4.3 Changes to the CVOA

The changes to the CVOA were made by the Council in June 1995. Specifically, the Council moved the Western
border of the CVOA from 168° W. longitude to 167°30' W. longitude, and allowed the offshore sector to operate
in the CVOA during the B season once the inshore quota is taken.

The information in Chapter 2 of the EA/RIR, as well as the figures in Appendices [ and II, and comment made
by then American Factory Trawlers Association (now the At-Sea Processors Association) at the June 1995
Council meeting, provided sufficient evidence to the Council that the shift in the Western border of the CVOA
would not significantly impact the catcher vessels operating in the CVOA during the B season, nor would there
be a significant impact on marine mammals. The offshore sector would benefit by having the option to fish in
additional areas of the Bering Sea, without negatively impacting overall bycatch of salmon and other prohibited
species, and without negatively impacting the inshore sector operations.

1.5 Current Analysis and Organization of the Document

As discussed in Section 1.1, the Council considered a wide range of alternatives relative to the inshore/offshore
pollock allocations. The pollock CDQ program has been separated and is proceeding on its own course as a
separate plan amendment. For the Gulf of Alaska there were only two alternatives considered: expiration of the
_allocations or continuation of the existing allocations. Therefore, the Guif of Alaska issue is treated in a separate

chapter, and is largely a qualitative, ‘threshold’ analysis. The analysis for the BS/AI alternatives is much more
detailed and attempts to provide the Council and industry with a detailed profile of the evolution and current
status of the BS/AI pollock fisheries, its importance to each industry sector involved, and the linkages to coastal
communities and fishermen. Part of the analysis addresses the alternatives quantitatively, but primarily in the
projection of gross revenues derived from the fishery.

A significant part of the analysis is devoted to illuminating the various issues raised during Council discussions
and which are contained in the Council’s Problem Statement. Examples of the parameters and issues of concern
to the Council, which are addressed in the document, include: pollock TAC, catch estimates by sector, catch
location, product recovery rates, overall utilization rates of raw fish, discards, pollock product mix, markets, fish
prices, level of foreign ownership, employment (wages and residency), PSC bycatch, protected species
implications, CVOA issues, impacts to other fisheries, fish taxes and revenue streams, capital concentration and
market share, environmental impacts, social and commumity impacts, and, CDQ program impacts. Some of these
issues are addressed to a greater extent than others in the analysis, but all have been raised as issues surrounding
the inshore/offshore allocation decision.

Chapter 2 of the document is devoted specifically to the Gulf of Alaska inshore/offshore program. There were
only two alternatives under consideration for the GOA /O3 amendment. These were, the ‘No Action’ alternative
(Le., the allocations expire), or a ‘rollover’ of the existing allocations (i.e., 100% of pollock and 90% of Pacific
cod allocated inshore). As with the ‘No Action’ alternative described for the BS/AL little or no empirical data
exist with which to make quantitative estimates of impacts, should the allocations be allowed to expire. Probable
implications for sectoral performance, community stability, regulatory stability, and effects on future management
are characterized in qualitative terms.
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In the case of the GOA, the only alternative to “expiration” under the sunset provision of I/O2, was continuation
of the status quo allocation (i.e., base case). This analysis does not include a detailed, quantitative examination
of the GOA status quo. Rather, it addresses the likely implications within the context of “with or without’ the
existing pollock and Pacific cod allocations, based upon a ‘threshold’ analyses. This approach allows us to
suggest the ‘probable’ type, direction, magnitude, and distribution of impacts, in a general sense. If these can
be shown to most probably exceed any expected ‘benefit’ relative to No Action, then the Council should be in
a position to judge the relative desirability of the two competing alternatives. This is similar to the approach
taken in the 1995 analysis for the GOA, and appears consistent with the Council’s Problem Statement for the
GOA. This approach is not meant to minimize the importance of the allocations to the GOA pollock and cod
fisheries, but is a reflection of the relatively simple decision facing the Council with regard to the GOA
allocations.

Chapter 3 addresses the issues surrounding the BS/AI allocation decision and is a critical centerpiece of the
analysis. This chapter contains the description of the numerous parameters surrounding:the analysis, and
constitutes the ‘baseline’ status of the BS/AI pollock fisheries. Based primarily on 1996 information, this chapter
contains the baseline against which the alternatives are measured. Included in this chapter are product mix and
gross revenue projections associated with the status quo allocations. Additional detail on the baseline information
is contained in Appendix [ to the document.

Chapter 4 examines the major allocation alternatives between inshore, offshore, and “true” mothership
operations. In this chapter baseline information on product mix, prices, and utilization rates are extrapolated
across the various alternatives to illustrate the changes in product on the market, and gross revenues (both by
sector and overall), resulting from the alternatives. This chapter also addresses the specific sub-options that were
considered, including: percentage set-asides for small catcher vessels (<125") within the inshore sector allocation;
percentage set-asides within the offshore sector for catcher vessels which deliver offshore; whether to include
“true” mothership within the inshore or offshore sector, or to have a separate allocation to that category; and, the
duration of the allocation chosen (one, two, or three years, or indefinite). Chapter 4 also examines the alternative
that would allocate the BS/AI pollock quota to harvesting vessels and give small catcher vessels the opportunity
to deliver their allocation to any processing sector. Also discussed in this chapter are NMFS management and
catch accounting considerations which may be applicable to the allocation decision, particularly to some of the
sub-options that were considered.

Chapter 5 is devoted to treatment of the catcher vessel operational area (CVOA) issue. This includes a baseline
description of CVOA fishing activities as well as projections of CVOA activities under the varjpus alternatives.
These alternatives include repeal of the CVOA as well as further restrictions on fishing in the CVOA for the
offshore sector. -

Chapter 6 contains an Environmental Assessment (EA). Marine mammal (steller sea lion) implications of CVOA
fishing activity are addressed there, as well as other environmental issues which have been raised.

Chapter 7 is a summary of the expected impacts of the Council’s preferred alternative, from the perspective of
Regulatory Impact Review (RIR) and Executive Order 12866 considerations. Distributional impacts, as well as
a discussion of net benefit considerations, is contained in this chapter. Other issues relative to the
inshore/offshore decision are also addressed in this chapter.

Chapter 8 addresses the consistency of the Council’s preferred alternative with other applicable laws including:
the Magnuson-Stevens Act, National Standards and the Regulatory Flexibility Act.

In addition to Appendix I which has baseline fishery profiles, there are two other appendices which are critical
to rounding out the overall analysis, and warrant further explanation. Community and social impacts have been
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a concern of the Council relative to this issue, and the new Magnuson-Stevens Act places additional emphasis
on consideration of dependent communities, relative to any actions taken by a Council. Immediately following
the September 1997 Council meeting we contracted with Impact Assessment, Inc. (IAI) to conduct an analysis
of potential social and community impacts, based on the alternatives formulated by the Council. The primary
focus of that research is two-fold: (1) updating the relevant community and sector profiles compiled under
previous initiatives, with an emphasis on describing the linkages between the industry sectors involved and the
communities involved in the pollock fisheries, and (2) assessing potential impacts to those sectors, and their
participants, from the allocation alternatives under consideration.

In December 1997 we supplemented that contract with additional fumds, primarily due to concerns that the overall
analyses as planned would be deficient in terms of describing the specific sector/community linkages, particularly
employment-related linkages, and particularly for the Puget Sound (Seattle) region. Because these sector linkages
are less obvious in the Puget Sound economy than in Alaska communities, a majority of the supplemental
resources were devoted to assessing these linkages in the Puget Sound area. This is not intended to detract in any
way from the original research focus, or to detract from the information being developed for Alaska communities;
rather, it is a reflection of the extra effort anticipated to develop a comparable ‘picture’ for the Puget Sound area,
with the expectation that the research by IAI will address all sector linkages to the Seattle area (i.e., catcher
vessels, at-sea processors, motherships, and shore-based processors). It is also expected that the IAI work will
shed additional light on the employment issue, particularly for the catcher vessel sector where we have little
quantitative information.

Appendix I is the report from IAI regarding community impacts.

In September 1997, as well as in other discussions, the issue of impacts to the CDQ program was raised. At the
September meeting we received a preliminary report from the State of Alaska Department of Community and
Regional Affairs (DCRA) which attempted to summarize the linkages between the CDQ organizations and the
pollock industry sectors. Given the business relationships involved, and planned development projects related
to pollock and other CDQ species, the goal is to define these relationships and assess whether and to what extent
a change in the inshore/offshore pollock allocations might impact the CDQ program and the member
communities.

Following the September meeting we requested assistance on this issue from the State of Alaska, specifically
from DCRA (as well as on the separate amendment to extend the pollock CDQ program at 7.5%, beyond 1998).
An initial survey was sent to the CDQ groups by DCRA to begin this process. Since that time we have devoted
Council funding to the State of Alaska to help cover the personnel and subcontracting costs associated with this
task. The State of Alaska subsequently contracted with McDowell Group to assist in a revised survey process
and subsequent analyses. Information gathered in this process was also relevant to the separate amendment to
extend the pollock CDQ program.

Appendix III is the report from the State of Alaska regarding potential CDQ program impacts.
1.6 Use of Industry Submitted Data

As the 1/03 analytical process developed, staff were queried regarding the availability of data on a variety of
issues, and whether industry submitted information could be used to supplement the analyses. While we
recognize that much of the information which could be provided would be useful to both the analysts and the
Council decision-making process, we are sensitive to using such data in our analyses, particularly where it would
create an asymmetry between sector information. In December 1997 the SSC also discussed this issue and stated
in their minutes:
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“The issue of voluntary industry data submissions presents a challenge to the analysts. While the
SSC welcomes and encourages industry cooperation, methods and standards for appropriate
integration of such data into the analysis are not yet clearly established and will require further
consideration by the staff and SSC. "

After several discussions of this issue, which included members of various industry sectors involved, staff
suggested to the Council (in February 1998) to employ the following basic policy: If information could be
provided which would help fill existing holes in the analysis, and result in symmetry in the information across
sectors, we would accept that information subject to some type of internal review, and perhaps independent
‘audit’. We would also clearly state in the analysis where the information came from, as well as any caveats or
concerns we have with the use of that information. .

At the February 1998 Council meeting, the Council formally approved an audit process for such information,
including appointment of a Committee to help develop the agreed-upon-procedures for indépendent review, by
an accounting firm approved by the Council, of the data submitted (Committee report is available separately).
In summary, that process resulted in the submittal of two sets of information by the ‘At-Sea Processors
Association (APA): employment data by residency and first wholesale price data for offshore products.

The employment information is contained in Appendix 1 - Tab 6 along with similar information for the inshore
processing plants, and is also summarized in Chapter 3 as relevant baseline information, but is not used in any
further projections. The price data is summarized in Chapter 3, as relevant baseline information, and is further
used in the gross revenue projections contained in Chapter 4.
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2.0 GULF OF ALASKA INSHORE/OFFSHORE ALLOCATIONS
2.1 Introduction and Management Background

The North Pacific Council originally
approved an inshore/offshore allocation
in June 1991, in response to growing
preemption problems between U.S.
industry sectors harvesting and
processing groundfish in the EEZ off
Alaska. Dominated by foreign fleets
through the early 1980s, the domestic
fisheries had expanded by the late 1980s,
and by 1988 the fisheries were effectively
domesticated. As one fishery after :
another became fully U.S. utilized, the
Council was increasingly faced with
highly controversial, allocative decisions (GOA Outside the U.S. EEZ)
concermning domestic users. In 1989,
following a short season on Bering

ALASKA

Sea/Aleutian Islands (BS/AI) pollock, i i K i

several factory trawlers  yrpw 150°W  15¢W  14TW 140°W
(catcher/processors) moved into the Gulf

of Alaska (GOA), quickly taking a Figure 2.1 Regulatory and statistical areas in the Gulf of Alaska

substantial portion of the pollock quota
which a shore based catching and processing industry was planning to utilize later that year (Figure 2.1). This
became the catalyst for Amendment 18/23, also referred to as Inshore/offshore 1 or /O1.

Current and potential future preemption of resources by one industry sector over another became a focal issue
for the Council, particularly with regard to pollock and Pacific cod in the GOA, and pollock in the BS/AL
Though not necessarily a problem at that time in the BS/AI it was apparent that the capacity of the offshore
catcher/processor fleet posed a real preemption threat to the inshore processing industry, which relied heavily on
the pollock resource. Through a series of meetings in 1989 and 1990 the Council and industry developed
analyses of various alternative solutions to the presmption problem. This was occurring at the same time as the
Council was developing a moratorium on further entry into the fisheries off Alaska. The Inshore/offshore
allocation issue became an integral part of the overall effort towards addressing overcapitalization in the fisheries.

In April 1990, the Council developed the following problem statcmcnt as the context for addressing the
inshore/offshore processing allocations.

PROBLEM STATEMENT (I/O1)

The finite availability of fishery resources, combined with current and projected levels of
harvesting and processing capacity and the differing capabilities of the inshore and offshore
components of the industry, has generated concern for the future ecological, social and economic
health of the resource and the industry. These concerns include, but are not limited to, localized
depletion of stocks or other behavioral impacts to stocks, shortened seasons, increased waste,
harvests which exceed the TAC, and possible pre-emption of one industry component by
another with the attendant social and economic disruption.
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Domestic harvesting and processing capacity currently exceeds available fish for all species in
the Gulf of Alaska and most species in the Bering Sea. The seafood industry is composed of
different geographic, social, and economic components which have differing needs and
capabilities, including but not limited to the inshore and offshore components of the industry.

The Council defines the problem as a resource allocation problem where one industry sector
faces the risk of preemption by another. The analysis will evaluate each of the alternatives as
to their ability to solve the problem within the context of harvesting/processing capacity
exceeding available resources.

The Council will address these problems through the adoption of appropriate management
measures to advance the conservation needs of the fishery resources in the North Pacific and to
further the economic and social goals of the Act.

.2

2.1.1 Summary of I/O1 Findings .

Prior to, and following, the drafting of the /Ol problem statement, the Council spent considerable time
developing and refining altemnatives, with the help of industry and a Fishery Planning Committee (FPC) appointed
by the Council. This sequence of events is summarized here. By the end of 1989, the Council, with the help of
the FPC, had established a list of alternatives to address the budding problem which included: traditional
management tools, specific allocations of the quotas between industry sectors (with and without operational areas
for each), quota allocations based on vessel size, and limited entry alternatives including an immediate
moratorium. Also included were provisions for CDQ considerations within each of the primary alternatives. By
"late 1990, the Council had identified a direct quota allocation as the most viable alternative to the problem as
identified in the problem statement shown above. Various potential percentage splits became the focus of further
discussion and development, with the focus now centered on pollock and Pacific cod in the GOA and pollock in
the BS/AL

The analysis of the various alternatives was completed in early 1991 and a decision was made by the Council in
June 1991. The Council's preferred alternative for the GOA was 100% of pollock reserved for vessels delivering
to inshore plants and 90% of Pacific cod reserved for vessels delivering to inshore plants. These allocations were
scheduled to expire at the end of 1995.

The Council began development of a Comprehensive Rationalization Program (CRP) in November 1992. By
early 1994, the Council also recognized that a license limitation program would not address the issue of
inshore/offshore, and directed staff to begin an evaluation of continuing the program beyond thes1995 sunset date.
Specifically, the Council continued the existing allocations for an additional three years to allow for further
development of the overall CRP initiative. In doing so, the Council continued the mandate established for itself
back in 1992, when they recognized that a more permanent solution to overcapacity and preemption was needed.
If the inshore/offshore allocations were allowed to lapse, the management void could indeed create the preemption
problems envisioned when the amendments were originally approved and implemented. In December 1994, the
Council developed the following problem statement for /02.

PROBLEM STATEMENT (1/Q2)
The problem to be addressed is the need to maintain stability while the Comprehensive
Rationalization Program (CRP) process goes forward. The Council believes that timely
development and consideration of a continuing inshore/offshore and pollock CDQ allocation

may preserve stability in the groundfish industry, while clearing the way for continmuing
development of a CRP management system. The industry is in a different state than existed in
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1990 as a consequence of many factors outside the scope of the Council process, as well as the
inshore/offshore allocation. The Council intends that staff analyze the effects of rapidly
reauthorizing an interim inshore/offshore allocation relative to maintaining stability in the
industry during the CRP development process, as well as the consequences of not continuing
the present allocation. These alternatives are appropriate as they address the problem of
maintaining stability. Therefore, the focus of analysis to be done over the next few months
should assist the Council to:

L. Identify which alternative is least likely to cause further disruption and instability, and
thus increase the opportumity for the Council to accomplish its longer-term goal of CRP
management.

2 Identify the future trade-offs involved for all impacted sectors presented by the two altemnatives.

As the Council was deciding on reauthorizing the inshore/offshore allocations in 1995 (Inshore/offshore 2), it
also embarked on an initiative to develop more comprehensive, long-term management programs to address the
overcapitalization and allocations problems facing the industry, not only with regard to inshore/offshore, but to
the overall groundfish and crab fisheries off Alaska. This Comprehensive Rationalization Plan (CRP) examined
a myriad of alternative approaches, but focused on some type of limited entry or Individual Fishing Quota (IFQ)
program as the solution.

Eventually, focus evolved to a license limitation program and the Council approved a vessel license limitation
program (LLP) in June 1995. Since LLP was predicted to take two to three years to implement, the Council
extended the existing inshore/offshore allocations for an additional three years to maintain stability between
industry sectors and to facilitate further development of more comprehensive management regimes. No new
. regulations or program changes would be necessary for (continued) implementation of the program under this
‘schedule. In June 1995, the Council approved Amendments 38/40 to reauthorize a rollover of the pollock and

“Pacific cod allocations through 1998. This was approved by the SOC in 1995. At that time, the Council

indicated that its next major step would be consideration of an individual quota system for BS/AI pollock;
however, a Congressional moratorium postponed approval of any IFQ program until after October 6, 2001. The
LLP is expected to be implemented by year 2000.

212 Summary of /02 Findings

Chapter 4 of the EA/RIR for I/O2 described the status of the fisheries under the inshore/offshore allocations from
1992-94 and focused on economic indices related to the harvesting and processing of BS/AI and GOA pollock
and Pacific cod. A description of fish prices used in the analysis, and status and trends of these prices was
provided. Prices for major pollock products, other than roe, declined significantly from 1991 and 1992 levels
to 1994 levels for both sectors. A detailed examination of the GOA Pacific cod and pollock fisheries was
provided to describe actual activities which occurred during 1992-94. The results of this examination were
compared to results as projected in the analyses of /O1. Major findings from the 1995 analysis are summarized
below:

1/O2 Alternative 1. No action. Allow the pollock and Pacific cod allocations in the GOA to expire on January
1, 1996.

Pollock Fishery Estimates of impacts of Alternative 1, the no action alternative, to allow the allocation of GOA
pollock to expire, were qualitative. In general, it was concluded that under Alternative 1, offshore
catcher/processors would likely enter the GOA pollock fisheries in the second and third quarters, causing shorter
seasons and destabilizing current participants:
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»  Total offshore sector harvest of pollock was about 1% in 1993 and 1994; the processing locations for GOA
pollock have shifted significantly to Kodiak and Sand Point/King Cove locations (from Dutch Harbor) from
a combined 65% in 1991 to 85% in 1994. .

»  Processed product form has shified substantially over the period 1991-1994; more emphasis was placed on
surimi in 1992, then shifted back to fillets and roe by 1994. Roe prices have risen and remained at high
levels through 1994, while both fillet and surimi prices have dropped dramatically, with a relatively higher
price decrease in surimi.

« Total product utilization by the inshore sector is higher than offshore sector utilization (21-22% of total
weight for the inshore sector, over all years vs. 16% for the offshore sector in 1991).

» By 1994, roe comprised nearly 18% of total gross revenues for the inshore sector, with fillets accounting for
49% and surimi for just over 29%.

» Gross revenue per mt has fallen from 1991 to 1994 for the inshore sector, but not by much considering
product price reductions. Changes in product mix combined with differential prices for each product have
contributed to relative ‘maintenance’ of revenues per ton.

»  Lower revenues per ton in the offshore sector (based only on 1991 data) may indicate that total revenues
generated from the pollock fisheries would have been lower without the implementation of the Amendment.

Pacific Cod Fishery Estimates of impacts of Alternative 1, the no action alternative, to allow the allocation of
GOA Pacific cod to expire, were also qualitative. In general, it was concluded that freezer longliners would
benefit significantly under Alternative 1. It appears that they would be able to enter the GOA Pacific cod fishery
until the TAC was reached, and then continue on into the BS/AI to fish under the guaranteed fixed gear TAC.
It is also possible that some offshore catcher-processors (trawlers) would participate in the GOA Pacific cod
fisheries. Both of these conclusions would lead to shorter seasons and would likely be destabilizing for the
current participants. Other primary findings were:

*  Despite the 10% allocation of Pacific cod, the offshore sector took only 3% of the TAC in 1993 and 1994.

*  About 10% of the overall GOA quota in 1993 and 1994 was taken by longline catcher/processors designated
to the inshore category.

-

*  Production for the inshore sector has shifted to higher priced fillets, while fallmgpnccs overall and reduced
harvest levels have kept revenues per ton constrained.

Revenues per ton decreased relatively more for the offshore sector, though some of this may be attributable
to mandatory discarding under the rules of the allocations.

1/Q2 Alternative 2. Reauthorize the pollock and Pacific cod allocations in the GOA through l9§8.

Chapter 6 in the EA/RIR for /O2 contains projections through 1998 of impacts of Alternative 2. Projections
of harvest/processing activity are straightforward for this alternative. Pollock landings were 100% inshore and
Pacific cod landings were 90% inshore, except for overages. Patterns of harvesting and processing are expected
to be relatively unchanged from the 1993 and 1994 fisheries. In 1995, GOA pollock stocks were relatively small,
decreasing, and quarterly allocated. The rollover facilitated in-season management of the pollock stocks and
attempted to avoid quota overruns by limiting the harvest of pollock to smaller, lower capacity shore based
trawlers. Major findings from the analysis are presented below.
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Compared to the 1993 and 1994 fisheries, continuation of the inshore/offshore allocations would have resulted
in the least change. Stability is epitomized by lack of change in a given industry or between sectors in a given
industry. The allocations provide a reasonable assurance to each industry sector involved regarding the amount
of fish for harvesting and processing. Business planning is largely affected by these allocations for both inshore
and offshore processors and harvesting vessels which deliver to them. The continuation of these allocations
through 1998 would maintain the relationships between these sectors as they have developed since 1993. The
stability which has been established between these various industry sectors may not guarantee survival of entities
within these sectors, but may be crucial to the successful implementation of the CRP program. A stable
environment in the fisheries has been cited by the Council as critical to successful CRP development. Indeed,
the disruption of existing distributions of harvesting and processing of pollock and Pacific cod, and the business
relationships based on those distributions, could have serious and adverse implications for successful CRP
development. :

Community Impacts

Although the distributional, income-based analyses conducted for I/O1 are based on economic activity at the
community/regional level, an additional, more qualitative examination of community impacts was provided in
the analysis for /O2. A review of the previous Social Impact Assessment from 1992, which focused on the
communities of St. Paul, Dutch Harbor, Sand Point/King Cove, Kodiak, Newport, and Bellingham/Seattle,
indicated that smaller Alaska communities, which are fundamentally dependent on the groundfish fisheries,
exhibited the most variability and vulnerability to socially disruptive forces. Inshore allocations were determined
to provide the greatest benefit to Alaskan coastal communities and afford them the greatest opportunities for
development and growth, while the only community negatively affected would be Ballard/Seattle. The absence
of an allocation (Alternative 1) would very likely impact coastal Alaskan communities negatively, both
~ economically and socially.

Immediate and direct positive impacts would be expected by Alaskan communities with the allocation
(Alternative 2), partially offset by negative impacts to Pacific Northwest employment and income, though the
latter would be more easily absorbed by the more diverse economies of that region. Since 1992, additional
infrastructures have developed in Alaskan coastal communities, partially in response to the guaranteed allocations
under I/O1. Given the current status of the fisheries, and the communities which rely on fishing and processing,
allowing the inshore/offshore allocations to expire, in the absence of alternative management remedies, would
likely result in at least the same level of impacts as previously projected. Impacts at this time could be
exacerbated beyond those previously predicted due to the additional infrastructures and the ability of these
communities to utilize the current allocations.

2.1.3  Current Management Issues in GOA Fisheries

The Council has identified preemption of GOA fisheries by BS/Al-based vessels as a problem. The issue of
sector preemption in the pollock and Pacific cod fisheries was first addressed by the Council in 1991.
Amendments 18/23 addressed concerns about preemption by offshore vessels (factory trawlers) in the GOA,
however, it did not address the issue of preemption of inshore vessels based in the BS/AI crossing over to fish
in GOA waters.

The following section describes some of the preemption issues by BS/Al-based inshore vessels identified in GOA
pollock and Pacific cod fisheries. While it pertains more directly to preemption of GOA fisheries by both BS/AI
catcher and catcher/processors, the preemption issue for the inshore/offshore allocation is not geographically-
based, but sector-based. It illustrates the ability of BS/AI catcher and factory trawl fleet to take the quota, and
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~an be viewed as an example of the trawl fleet’s capacity to take a majority of the GOA quota in the absence of
an inshore/offshore allocation. While the inshore/offshore allocations do not address ‘within sector’ preemption
issues, those issues are summarized here as background to illustrate the importance of resolving the basic
inshore/offshore sector allocations to provide a stable playing field, which will allow the Council to successfully
address other preemption management issues in the GOA.

2.1.3.1 Pollock Fisheries in the Western GOA

The pollock fishery in Area 610] tapie 2.1 Total catch of pollock from Area 610 by location of processor in metric tons.
has been one of the most difficult

fisheries for NMFS to manage in Year _BS/AI' GOA! Other’ Total
~ recent years due to small TACs 1992 9,660 3,580 5,926 19,165
relative to potential effort and the 1983 11,743 9,125 335 21,204
constant potential that mumerous 1994 7.254 9,753 259 5. 17,266
large catcher vessels based in the 1995 15,008 14,200 70 . 30,378
1996 1,089 21,721 567 23,376
BS/AI may crossover to the GOA 1997 11,184 14690 782 26,636

to participate in this fishery. The
disposition of pollock catch from | ‘Includes shore-based processors in Dutch Harbor and Akutan and the Inshore floating

Area 610 from 1992 to 1997 is mg‘gﬁmmwm&m>

displayed in Table 2.1, which | *inciudes factory trawlers, factory longiners, and “true” motherships.
illustrates the unpredictability of
effort in this fishery. In 1992, the fishery was dominated by catcher vessels delivering to Bering Sea-based shore
plants (Dutch Harbor and Akutan), and several at-sea factory trawlers and “true” motherships. The “true”
mothership and catcher processor effort would have occurred before the Inshore/offshore allocations went into
place in the fall of 1992. Vessels delivering to GOA-based shore plants accounted for less than 20% of the total
catch from Area 610. In 1993, catcher vessels delivering to Bering Sea-based shore plants and Inshore floating
processors accounted for about half of the Area 610 pollock harvest. In 1994 and 1995, the catch of pollock from
Area 610 was distributed relatively evenly between catcher vessels delivering to Bering sea-based inshore plants
and catcher vessels delivering to GOA-based shore plants. At-sea processors (catcher/processors and floating
processors) are prohibited from GOA waters. During 1994 and 1995, participation by Bering Sea-based vessels
occurred only during the June, July and October quarterly pollock openings in Area 610 during which time the
Bering Sea pollock fisheries were closed. The ability of the CP fleet to add to this influx of effort, under no
inshore/offshore allocation, would have magnified the impact.

Ty
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2.132 ?Sh;m Pacﬂ;ili: Cod Table 2.2 Total inshore sector catch of Pacific cod from Area 610 by location of processor
VVIS enesglg Ae in metric tons.
estern
; _ ‘ Year BS/Al Goa _Atsed’ Total
The inshore Pacific cod ﬁshcry n 1992 1,001 16,229 1,318 18,638
Area 610 has a similar history of 1993 63 10,293 5,539 15,895
participation by BS/AI and GOA 1994 181 10,789 3, 14,728
vessels. The total inshore catch 1995 2,357 10,289 5,501 18,145
of Pacific cod from Area 610 by 1996 155 13,769 3,939 17,862
location of processor is displayed 1997 1.256 17,593 4,081 22830
in Table 2.2. "Inciudes shore-based processors in Dutch Harbor and Akutan
Yincludes shore-based processors in Sand Point, King Cove, and Kodiak
While shifts of effort in this Sincludes inshore catcher/processors and inshore floating processors.

fishery are not as dramatic as with
the pollock fishery in Area 610, effort is also sometimes difficult to predict in this fishery.

The 1997 fishery is a case in point. In March 1997, after announcing the closure of the inshore Pacific cod
fishery in Area 610 effective March 3, 1997, NMFS re-opened the fishery on March 10 for a 24 hour “mop-up”
fishery to harvest a small amount of remaining TAC on the assumption that effort in the fishery would continue
at the level experienced during January and February up to the March 3 closure.

Until March 3, 1997, catcher vessels based in the Bering Sea had not participated in the Pacific cod fishery in
Area 610 to any great extent and were not expected to participate in the 24-hour “mop-up” fishery. However,
a substantial number of Bering Sea-based catcher vessels entered the GOA on March 10, 1997, and harvested
over 1,200 mt of Pacific cod during that 24 hour opening. As a consequence of this unanticipated effort, the
" 21,803 mt Pacific cod TAC for Area 610 was exceeded by 1,288 mt or 6% of the total. If a registration program
-~had been in effect for this fishery in 1997, it would have provided NMFS with the information necessary to
prevent such a substantial overharvest of the TAC. An overharvest of the Pacific cod TAC in the GOA has the
potential to significantly affect State-managed Pacific cod fisheries in State waters as well as IFQ fisheries that
normally retain incidental catch of Pacific cod. The ability of the CP fleet to add to this influx of effort, under
no inshore/offshore allocation, would have magnified the impact.

2.1.3.3 Offshore Pacific Cod Fishery in the GOA

The offshoré Pacific cod fishery in the GOA has also proven problematic for NMFS due to a small TAC relative
to the potential effort (10% of TAC is allocated to the offshore fleet). In 1996, a number of factory trawlers
checked into the central GOA indicating flatfish as their target species. It was not until NMFS began to receive
weekly production reports that it became apparent that most of these vessels had high catches of and were in part
targeting on Pacific cod. By the time NMFS realized that numerous catcher/processors were targeting on Pacific
cod and was able to close the fishery, the 1996 TAC of 4,290 mt for the offshore sector in the central GOA was
exceeded by 1,061 mt or 25% of the total.

2.1.4 Current GOA Problem Statement

Inshore/offshore allocations of pollock and Pacific cod Total Allowable Catches (TACs) in the GOA were
originally established under Amendments 18/23 (VO1) to the BS/AI and GOA FMPs, respectively, in 1992. The
allocations were “rolled over” by the Council in Amendments 38/40 (/02) in 1995. Both the original
amendments and the rollover amendments contained “sunset” provisions, requiring the Council to reexamine the
allocations, or see them expire. The current I/O management program will sunset on December 31, 1998, without
Council action by June 1998.
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At its September 1997 meeting, the Council adopted a problem statement and an associated set of management
alternatives to examine the inshore/offshore allocations, within current biological, economic, social, and
regulatory contexts. An overriding concern of the Council is to ensure industry stability, both between and within
sectors, which had been created during the six years of the program. This issue is also of primary importance in
this third iteration of the inshore/offshore allocations after six years of implementation and will be of primary
interest in the analyses of a continuation of that program. The Council limited its GOA analysis to two
alternatives: the no action alternative (Alternative 1) and a rollover of current allocations with no sunset provision
(Alternative 2). It approved the following problem statement for the GOA pollock and Pacific cod fisheries for

this analysis:

BL TA

Allowing the current Gulf of Alaska Inshore/offshore allocative regime to expire December 31, 1998,
would allow the same preemption of resident fleets by factory trawlers in the pollock and Pacific cod
fisheries which occurred in 1989. It was this dramatic preemption which triggered the original proposal
for an inshore/offshore allocation. In 1989, there was still pollock available in the Bering Sea when the
preemption occurred when vessels moved into the Gulf to take advantage of fish with high roe content.

A rollover of the current Gulf of Alaska inshore/offshore program which allocates 100% of the pollock
and 90% of the Pacific cod to shore-based operations is a proactive action to prevent the reoccurrence
of the original problem.

2.1.5 Purpose and Need for Action

As stated above in the GOA problem statement, the Council has identified stability in GOA fishing communities
as a critical factor in its decision to allocate 100% of pollock and 90% of Pacific cod to the inshore sector and
that a return to the possibility of preemption by factory trawlers of resident fleets in the pollock and Pacific cod
fisheries in the GOA is not acceptable. Continuation of the inshore/offshore allocations will maintain the status
quo in these fisheries.

Stability is epitomized by lack of change in a given industry or between sectors in a given industry. The
allocations provide a reasonable assurance to each industry sector involved regarding the amount of fish for
harvesting and processing. Business planning is largely affected by these allocations for hoth inshore and
offshore processors and harvesting vessels which deliver to them. The continuation of these allocations would
maintain the relationships between these sectors as they have developed since 1993. If thé inshore/offshore
allocations were allowed to lapse, the management void could indeed create the preemption problems envisioned
when the amendments were originally approved and implemented.

The discussion in Section 2.1.3, Current Management Issues in GOA Fisheries, described recent Council action
to address preemption of these small, resident GOA fisheries. The Council also recently formed an industry
committee to review additional management measures and the Council is on record that it will make additional
management decisions to maintain the stability of those small, resident fisheries and communities on which those
fisheries are based. The ability of the Council to address ‘within sector’ preemption issues in the GOA is
dependent upon resolution of the larger preemption issue being addressed by inshore/offshore allocations.
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= Alternatives Considered

The Council limited the alternatives in this analysis to two: the no action alternative and the ‘rollover’ alternative.
The Council further indicated its preference to a simple rollover of the GOA allocations, perhaps with no sunset
date.

Alternative 1. No action.

Under Alternative 1, the current inshore/offshore allocation for pollock and Pacific cod in the Guif of Alaska
would expire at the end of 1998.

Alternative 2.  Rollover GOA pollock (100% inshore) and Pacific cod (90% inshore) allocations.

Alternative 2 would reauthorize the current inshore/offshore processing allocations for pollock and Pacific cod
inthe GOA. Amendment 23 to the GOA FMP established that 100% of pollock would be reserved for vessels
delivering to inshore plants and 90% of Pacific cod would be reserved for vessels delivering to inshore plants
through 1995. Amendment 40 reauthorized these allocations through 1998. This current alternative would
reauthorize these allocations in the GOA, with or without a sunset date.

2.2 Description of the Fisheries
2.2.1 Biology and Status of Pacific Cod Stocks

Pacific cod (Gadus macrocephalus) is a widespread demersal species found along the continental sheif of the
Gulf of Alaska from inshore waters to the upper slope. In the Gulf of Alaska, Pacific cod are most abundant in
the western area, where large schools may be encountered at varying depths depending upon the season of the

“-year. Adult Pacific cod are commonly found at depths of 50-200 m. During the winter and spring, Pacific cod
appear to concentrate in the canyons that cut across the shelf and along the shelf edge and upper slope between
depths of 100-200 m where they overwinter and spawn. In the summer, they shift to shallower depths, usually
less than 100 m. NMFS bottom trawl surveys of the Gulf conducted in 1990, 1993, and 1996 have found that
about half of the biomass is located at depths of 100 m or less, with about a third between 100-200 m depth.
Distribution and relative abundance of Pacific cod are shown in Figure 2.2.

Information on the life history of Pacific cod is limited, but it is known that Pacific cod are a fast-growmg, short-
lived species. Age determination for Pacific cod is difficult; the approximate maximum age is 10-13 years.
Estimates of the instantaneous rate of natural mortality range from 0.22-0.45. The natural mortality rate estimate
is 0.37.

Pacific cod migrate to deeper waters in autumn, spawn in winter and return to shallow waters in spring.
Spawning in the Gulf has been observed from February-July, with most spawning occurring in March at depths
of 150-200 m. Spawners have been observed mostly along the outer continental shelf off Kodiak Island but also
in Shelikof Strait and off Prince William Sound. Female Pacific cod begin to attain maturity at about 50 cm in
length and 50% reach maturity at 55-62 cm (4-6 years). Estimated fecundity of females 55-62 cm in length
ranges from 860,000-1,300,000 eggs. Pacific cod deposit demersal eggs which hatch within 10-20 days,
releasing pelagic larvae.
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Figure 2.2 Distribution and relative sbundance of walleye pollock from the Gulf of Alaska bottom trawl survey.
Relative sbundance is categorized by no catch, sample CPUE less than the mean CPUE, between mean
CPUE and two standard deviations above mean CPUE, between two and four standard deviations above
mean CPUE, and greater than four standard deviations above mean CPUE. Each symbol is proportional
to the sample CPUE.
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Pacific cod are benthopelagivores. Pacific cod feed on a wide variety of prey in the Gulf, including shrimp, crabs,
flatfish, pollock, fishery discards, amphipods, euphausiids, and capelin (Yang 1993). Pacific cod become
increasingly piscivorous with increasing size (Yang 1993). Pacific cod larger than 60 cm in length consumed
mostly fish, particularly 1-3 year old pollock. Pacific cod are also known to feed on red king crab, particularly
during their molting period in spring. Juveniles feed on benthic amphipods and worms. Small adults feed
primarily on benthic crabs, shrimps, and fishes. Pacific cod are preyed upon by Pacific halibut, fur seals, and
some cetaceans.

There is some evidence to suggest that there are subpopulations of Pacific cod. Grant et al. (1987) reported that
Gulf, Bering Sea, and Aleutian Islands Pacific cod stocks may be genetically indistinguishable. Tagging studies
show that Pacific cod move between the Bering Sea and the Gulf (Shimada and Kimura 1994). A study of
meristic characters suggested that northern and western Bering Sea Pacific cod may represent a stock distinct
from that in the eastern Gulf of Alaska, but was limited by sample sizes.

The biomass increased in the 1996 bottom trawl survey (525,643 mt) compared with 1990 (379,494 mt) and
1993 (405,431 mt). The depth and area distributions of Pacific cod were similar for the 1990, 1993, and 1996
surveys. Most Guif Pacific cod are located in the Western/Central area (which includes the Kodiak, Chirikof and
Shumagin subareas from 147°-170°W longitude). The surveys found significant concentrations in Marmot and
Shelikof Gullies near Kodiak Island, Shumagin Gully east of the Shumagin Island, on Davidson Bank south of
Unimak Island, and on the shelf south of the Fox Islands (Umnak and Unalaska Islands).

The 1997 stock assessment (Thompson et al. 1997) reported that the GOA Pacific cod exploitable (age 3+)
biomass increased from 552,000 mt in 1978 to a peak of 983,000 mt in 1988, and declined to about 650,000 mt
in 1997. This was due to two above average-sized year-classes in 1977 and 1979, and a long series of average
year-classes from 1978-1990 (except 1988). Age 3 fish are used as the index age for assessing year class
strength. A reclassification of year class strength in the 1997 assessment results in 1989 as the last above
average year class, with the last four year classes all below average. The trend may be reversing from indications
from the 1996 bottom trawl survey, where the length frequency distribution suggests that the 1995 year class
(observed at age 1) may be exceptionally large. However, it should be stressed that this finding is extremely

preliminary.

Depending on the fishing mortality rate utilized in the
near future and assuming average year-class

e
Table 2.3 Allocation (in percent) of the Gulf Pacific

recruitment sizes, exploitable biomass is projected to cod TAC by NPFMC.
decline from 785,000 mt in 1998 to between 587,000 Regulatcty Area
mt (F,,=0.52) and 685,000 mt (F, =0.34) by the  Year(s) Western Central Eastern
year 2002, with annual catches ranging from a low of 1977-85 28 56 16
109,000 mt (F,q =0.34) to a high of 127,000 mt 1986 40 44 16
(F,,=0.57) in the year 2002. The ABC in 1998 was 1987 27 56 17
set at 77,300 mt (TAC was reduced 17% by the State 1988-89 19 73 8
water Pacific cod GHL). Note that these estimates 1990 33 66 1
have increased from those reported in /O1 and /O2 199] 33 62 5
due to an increase in the biomass. A risk-averse '
strategy for harvest strategies was employed in the 1992 37 61 2
assessment and accepted by the Council, so that the 1993-94 33 62 5
ABCs and TACs were conservatively determined. 1995 29 66 5
1996 29 66 S
Departing from the initial allocation scheme devised 1997 35 63 2

in 1977, the geographic distribution of TAC for 1986
was changed in order to permit all of the total
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allowable Ievel of foreign fishing to be taken from the NPFMC Western Regulatory Area. With the cessation
of foreign fishing in 1987, allocation of DAH by regulatory area was restored to near pre-1986 levels.
Allocations have been adjusted to reflect the results of the 1987, 1990, 1993, and 1996 Gulf of Alaska triennial
groundfish surveys in subsequent years. The 1990 allocation accommodated developing fisheries around Kodiak
Island and in the western Gulf of Alaska. Additionally, the 1992 allocation was increased in the Western area
and decreased in the Central and Eastern Areas and the 1993 allocation returned to that of 1991, and remained
constant in 1994. The history of allocations (in percent) by NPFMC Regulatory Area within the Gulf is listed
in Table 2.3. The history of ABCs, TACs, and foreign and domestic allocations is listed in Table 2.4.
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The Pacific cod stock is exploited by a multiple-gear fishery, including trawls, longlines, and pots. The fishery
opens to fixed gear on January 1, and to trawl gear on January 20. As shown below, trawlers account for the
majority of Gulf Pacific cod landings. Catches by pot gear have increased in recent years, facilitated in part by
the comparatively low halibut bycatch rates associated with such gear. The Pacific cod trawl fleet, which has
caught between 67-90% of the GOA from 1987-93 (Thompson and Zenger 1994), fishes throughout the western
and central Gulf of Alaska, frequenting the gullies where the bottom trawl surveys found concentrations of Pacific
cod. Most of the observed Pacific cod pot locations during 1990-93 have been near Kodiak Island; the percentage
of the GOA Pacific cod harvest caught using pots has increased from 1-5% in 1987-89 to almost 20% in 1994
(Thompson and Zenger 1994). The longline fleet has fished throughout the western/central GOA and has caught
between 8-28% of the GOA Pacific cod catch since 1987.

Historically, the majority of Pacific cod landings came from the INPFC Shumagin and Chirikof Areas (Table 2.5).
Foreign trawl catches of Pacific cod were usually incidental to directed fisheries for other species. In 1987 and
1988 the vast majority of landings was taken by trawls in the Kodiak area, reflecting the absence of foreign
fishing effort in the western Gulf and an increase in domestic effort near the principal landing port of Kodiak.
Pacific cod catches from the Western Gulf increased from 33% to 47% of total Gulf Pacific cod landings between

1989 and 1992.

Table 2.5 Landings* (mt) of Pacific cod in the Gulf of Alaska by International North Pacific Fisheries
Commission (INPFC) statistical area, including the Shelikof subdivision of the Chirikof and Kodiak
areas, 1978-1996.

Statistical Area
Year Shumagin Chirikof Kodiak Shelikof Yakutat Southeast Total
1978 5,591 4,707 1,488 - 202 174 12,162
1979 3,982 6,541 3,829 - 371 147 14,870
1980 8,705 18,627 5,871 ' - 2,004 116 35,323
1981 11,579 19,115 3,036 - 2,249 109 36,088
1982 7,343 14,361 5,543 - 2,108 25 29,380
1983 9,178 15,675 9,567 - 1,963 18 36,401
1984 11,748 5,844 6,149 - 1 34 23,766
1985 8,426 3,224 2,564 - <] 92 14,306
1986 12,751 4,092 7,362 - 222 185 24,612
1987 2,473 2,378 26,162 - 30 389 31,432
1988 5,562 2,451 20,922 3,329 39 254 32,557
1989 13,830 3,072 22,130 2,423 18 203 41,676
1990 29,309 8,248 28,503 2,685 29 294 69,068
1991 31,704 13,755 25,094 3,486 88 188 74,315
1992 36,080 14,613 24,526 - 899 214 76,332
1993 17,270 8,215 23,655 - 1212 249 50,602
1994 14,665 9,310 18,751 - 1,546 91 44,563
1995 21,322 10,943 32,334 - 810 104 65,513
1996 18,957 16,946 24,580 - 198 60 60,741
1/ Sources: Foreign and joint venture catches — personal communication with Jerald Berger, U.S. Fisheries Observer Program, Alaska
Fisheries Science Center, National Marine Fisheries Service, NOAA, 7600 Sand Point Way NE., Bin C15700, Building 4, Seattle, WA
98115-0070; U.S. landings. 1978-80 — Rigby (1984); LLS. landings, 1981-89 - Pacific Fishery Information Network (PacFIN), Pacific

States Marine Fisheries Commission, 45 SE. 82nd Dr., Suite 100, Gladstone, OR 97027-2522; U.S, landings. 1990-93 — personal
communication with Michael Guttormsen, U.S. Fisheries Observer Program; U.S. landings, 1994-96 ~ NMFS Alaska Regional Office.
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Gulf-wide, landings have almost always been less than the TAC, with the two exceptions occurring in 1992 and
1996 (Table 2.4). Individual regulatory area TAC overages have occurred somewhat more frequently. Slight
overages occurred in the Western area in 1989, 1991, 1992, 1995, and 1996; in the Central area in 1987, and in
the Eastern area in 1988 and 1992 (Table 2.6).

Table 2.6  Pacific cod landings (mt) and percent of area-specific allocation landed (% AL), by North Pacific
Fishery Management Council NPFMC) Gulf of Alaska regulatory area, 1978-97.

NPFMC Regulatory Area
Western Central Eastern Gulf of Alaska
1978 - 5,591 49 6,195 27 376 6 12,162 30
1979 3,982 41 10,370 53 518 9 14,870 43
1980 8,705 52 24,498 73 2,120 24 35,323 59
1981 11,579 59 22,151 56 2,358 21 36,088 52
1982 7,343 44 19,904 59 2,133 22 29,380 49
1983 9,178 55 25,242 75 1,981 21 36,401 61
1984 11,748 70 11,993 36 35 <1 23,776 40
1985 8,426 50 5,788 17 92 1 14,306 24
1986 12,751 42 11,454 35 407 3 24612 33
1987 2473 18 28,540 102 419 5 31,432 63
1988 5,562 29 26,702 44 293 146 32,557 41
1989 13,830 102 27,625 53 221 4 41,676 58
1990 29,309 98 39,436 66 323 36 69,068 77
1991 31,704 123 42,335 88 276 7 74,315 95
1992 36,080 154 39,139 100 1,113 111 76,332 120
1993 17,270 921 . 31,870 91 1,462 52 50,602 39
1994 14,665 88 28,061 %0 1,637 65 44,363 88
1995 21,322 106 43,277 95 914 26 65,513 95
1996 18,957 101 41,526 97 258 8 60,741 93
1997 24,070 99 43,657 100 1,103 92 68,825 100

1/ Sources: Foreign and joint venture catches — personal communication with Jerald Berger, U.S. Fisheries Observer Program,
Alaska Fisheries Science Center, National Marine Fisheries Service, NOAA, 7600 Sand Point Way NE., Bin C15700, Building
4, Seattle, WA 98115-0070; U.S, landings, 1978-80 — Rigby (1984); UL.S. landings, 1981-89 ~ Pmﬁcﬁshety Information
Network (PacFIN), Pacific States Marine Fisheries Commission, 45 SE. 82ad Dr., Suite 100, Gladstone, OR 97027-2522; U.S,
landings, 1990-1993 — personal communication with Michael Guttormsen, U.S. Fisheries Observer Program; U.S. landings, 1994~
97 ~ NMFS Alaska Regional Office.

2/ The NPFMC Western Regulatory Area is the International North Pacific Fisheries Commission (INPFC) Shumagin Statistical

Area, the NPFMC Central area combines the INPFC Chirikof and Kodiak areas, and the NPFMC Eastern area encompasses the
INPFC Yakutat and Southeastern INPFC areas.

HAIN-OFF-3\1SECREVIO3EA.SOC 33 (August 26, 1998, 1:00 pm)



~Beginning in 1997, the State of Alaska instituted an inshore Pacific cod fishery for pot, mechanical jig gear, or
hand troll gear (hand jig) only in the GOA (Figure 2.3). This fishery does not limit participation to Federal
moratorium permit holders. The Alaska Board of Fisheries set the Western and Central area Guideline Harvest
Levels (GHL) at 15% of the respective Federal ABC, and the Eastern area GHL at 25% of the EGA ABC. The
Central area GHL is further allocated to Cook Inlet (15%), Kodiak (50%), and Chignik (35%). A vessel may
register to fish in only one registration area in a calendar year (exclusive registration). The season opens 7 days
after the closure of the Federal fishery. Jig and pot gear apportionments occur in some subareas. The pot fishery
may start harvesting any unharvested jig quota in Cook Inlet and Kodiak on September 1 and in Prince William
Sound on October 1. The Alaska Peninsula (EGA) and Chignik subarea fisheries have a maximum 58-foot vessel
size limit. The Council reduces the GOA area TACs by the GHL amounts to conservatively manage the Pacific
cod stock. NMFS and ADF&G manage these fisheries cooperatively and exchange survey and in-season data
for Pacific cod. Landings for the 1997 State water fishery are reported in Figure 2.4.

IR RI\RERRIR - 1 esieripton of the 1993-95 fishery in State and Federal
Table 2.7 Gulf-wide Pacific cod landings (mt), waters is provided by Jackson and Urban (1996). Smaller
1978-97. vessels predominate in some Western/Central GOA areas,

notably near the Shumagin Islands. Pot fishing was more

{;732 IESV% Iﬂ?ggg Eo_tg prevalent near Kodiak Island, especially with smaller
1979 3,629 9:5 45 0 vessels. More than half of Western/Central area harvests
1980 6,464 27,780 0 for 1993-96 were taken by smaller pot vessels (Table
1981 10,484 25,472 0 2.7). Longline vessels accounted for 11% of the total
1982 6,679 22,667 0 1993-95 harvest in the Western/Central area, with smaller
1983 9,512 26,756 0 vessels predominating near Kodiak and the outer Kenai
1984 8,805 14,844 0 Peninsula. Trawls accounted for about 66% of the Gulf-
1985 4,876 9,411 -2 wide 1993-95 harvest, and 30% in state waters. Small
iggg ‘ 2232(6) 1;33 é:é trawlers predominate in this fishery, particularly near the
1988 27145 3,933 1422 Shumagins. Jig gear landed very little; nearly all vessels
1989 37,637 3,662 376 were <61 f1.

1990 59,188 5,919 5,661 ]

1991 58,091 7,630 10,464 2.2.2 Biology and Status of Pollock Stocks

1992 54,305 15,467 9,984

1993 37,806 8,962 9,707 Walleye pollock (Theragra chalcogramma) is a
1994 31,446 6,778 9,160 semidemersal schooling fish that is widely distributed
1995 41,877 11,054 16,050 throughout the North Pacific in temperate and subarctic
1996 45991 10,196 12,040 waters. They are found throughout the wates column from
1997 48414 11,002 9,056 shallow to deep water, frequently forming large schools at

L depths of 100400 m alongthc outer continental shelf and
slope. In the Gulf, major exploitable concentrations are found primarily in the Central and Western regulatory
areas (147° - 170°W longitude).

Several subpopulations of pollock may exist but the evidence is inconclusive. There are two groups in the Bering
Sea which can be distinguished by different growth rates, and perhaps five discrete spawning groups which exist
from the Aleutians to Puget Sound, Washington. Pollock from this region are managed as a single stock that is
separate from the Bering Sea and Aleutian Island pollock stocks (Alton and Megrey 1986).
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Major spawning concentrations of pollock in the Gulf of Alaska have been observed in Shelikof Strait and the
Shumagin Islands. Eggs have been found at depths of 0-1,000 m. Spawning is seasonal and occurs during the
late winter/early spring period. The species is a mass spawner that forms large mid-water concentrations during
the spawning season. The greatest spawning biomass has been observed in Shelikof Strait, with spawning also
occurring off the east coast of Kodiak Island and off Prince William Sound. Both male and female pollock begin
to attain sexual maturity at about 25 cm fork length and 50% are mature by 30-34 cm (34 years of age).
Estimated fecundity of females 30-34 cm of length is about 100,000 eggs.

Young-of-the-year occur in the upper 40 m and older juveniles are found in depths of 10-400 m in the water
column. Adult are usually found at 50-300 m, but occasionally to 975 m. Seasonal movements between
inshore/offshore habitats have been observed, with adult fish moving in the spring from deep water to shallower
depths where they remain throughout the summer. In the fall they return to deep water. In addition to seasonal
movements, there may be vertical movements in the water column associated with time of day and feeding
patterns.

Walleye pollock are opportunistic feeders, feeding on free-swimming pelagic animals. Juveniles feed on
copepods, euphausiids, amphipods, and isopods. Small adults feed primarily on euphausiids while large adults
may concentrate on juvenile pollock. Walleye pollock are preyed upon by pinnipeds, cetaceans, diving birds, and
larger fishes. They are also cannibalistic.

Growth of pollock is rapid until about 4 years of age. Maximum size is about 91 cm, and maximum ages are 13
years for males and 17 years for females. The maximum age observed was 22 years. Estimates of the
instantaneous rate of natural mortality range from 0.30-0.65. Natural mortality was assumed to be 0.3 for all

ages.

The Gulif-wide pollock biomass estimate in 1997 was 707,434 mt. The time series used for the stock assessment
is based only on the regions west of Cape St. Elias. The 1996 point estimate of pollock biomass in this region
was 653,905 mt, a 14% drop from 1993. The long term trend in biomass in regions west of Cape St. Elias has
been flat.

The regional distribution of pollock biomass shifted between each of the five bottom trawl surveys. In 1996, the
largest concentration of pollock biomass was in the Chirikof area (39%), followed by the Kodiak (30%) and
Shumagin areas (22%). Large concentrations of pollock were observed in the Westem Gulf, Shumagin Islands,
and in regions surrounding Kodiak Island (Hollowed et al. 1996). Relative to 1993, pollock biomass estimates
in the Eastern Gulf (Yakutat and Southeast combined) increased 45%. Most of this increase occurred in the
Southeast area in the shallow 0-100m depth range. The first year bottom trawl samples were taken in shallow
waters in the Southeast region in 1996. The biomass in the Yakutat region dropped from 35,413 to 19,587 mt
between 1993 and 1996.

The 1996 catch-at-age data continue to show that the strong 1984 year class (age 12) was still present in Central
area in the second and third trimesters. Strong 1988 and 1989 year classes were present in roughly equal
proportions in the third trimester. The 1989 year class (age 7) dominated the first trimester data. Evidence of
the incoming 1994 year class (age 2) was revealed in the first trimester data. Length frequency distributions from
the 1996 bottom trawl survey in the Western and Central areas show a fairly large mode at about 24 cm, which
is evidence of a strong 1994 year class. The 1994 year class represents the largest estimate of 1 and 2 year old
fish in the history of the Shelikof Strait surveys. Another pronounced mode was observed at about 16 ¢cm in the
Eastern area and the Shumagin region, which is evidence of a potentially strong 1995 year class. An estimate
of the number of age 2 fish (the 1994 year class) in the Western and Central areas (138 million fish) is much
higher than the previous survey estimate of age 2 fish in 1993 (47.6 million fish). The 1997 year-class is
predicted to be average.
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~Stock projections show the spawner biomass level in 1998 will be below B,q,. Under all recruitment options,
the spawner biomass is predicted to peak in 1999. Exploitable biomass of age 3+ fish is projected to drop from
1,156,000 mt in 1998 to between 449,506 mt and 842,960 mt, depending on recruitment.

The commercial fishery for walleye pollock in the Gulf of Alaska started as a foreign fishery in the early 1970s
(Megrey 1988). Catches increased rapidly during the late 1970s and early 1980s (Table 2.8).
Major spawning concentrations Of

Is)on'i?:ki;ve;;iﬁsc::dewfoem Eﬁﬁi’nkif Table2.8  Landed catch including discard pollock (1000 t) in the
g Western and Central regions of the Gulf of Alaska 1977-

developed. The biomass of 97
spawning pollock was estimated at
2.7 million mt in 1981 based on Western/  Western/ % Yakutat/ Yakutat/
revised EIT surveys of Shelikof Central  Central AL! S.E. Catch S.E.TAC
Strait. The domestication of the Year Catch TAC
pollock fishery occurred quickly in 1977 1123 1180* 95 - .
the Gulf with only a short period of . §
. . . . . 1978 95.8 168.0 57 5 -
joint venture operations in the mid- 1979 998  1680%* 59 54 .
1980s. The fishery was fully 1980 1104  1680% 66 46 .
domesticated by 1988. Historical 1981 1392 168.0* 83 8.6 .
fishing locations through 1992 are 1982 165.1 168.0* 98 3.6 -
reported in Fritz (1993). The 1983 2155 256.6* 84 T -
seasonal distribution of domestic 1984 306.7 400 77 0.00 16.6
trawl locations where pollock was 1985 28438 305 93 0.00 16.6
th t is sh in Fi 29 1986 93.6 150 62 0.00 16.6

¢ target is shown in Figure 1987 69.5 104 67 - 4
Section 2.1.3 describes recent }gzg ggg 2(2) 1(7,; : 0;
Council action to address the pollock g9 9.5 70 129 - 3.4
and Pacific cod fisheries in the 1991 1075 100 108 - 3.4
BS/AI and GOA, which have been 1992 93.9 84 112 - 3.4
“at risk” of exceeding their specified 1993 107.4 111 97 0.7 3.4
total allowable catch (TAC) or 1994 104 102 102 6.9 7.3
prohibited species catch (PSC 1995 69.9 62 113 34 3.6
limits. 199 49.8 525 95 06 238

. 1997 84.0 744 113 5.9 5.6
23 NEPA Requirements: Avg. 121 42 S0 2 6
Environmental Impacts *: Guif-wide TAC from 1977 - 1983, =
of the Alteratives S;mm: Foreign and joint venture ca;tches 1277&4—&:1'31:;’:_t et al. (1986);

1985-88—Pacific Fishery Information Network (PacFIN), Patific Marine
An environmental assessment (EA) Fisheries Commission. Domestic catches 1978-80—Rigby (1984); 1981-90—
is required by the National PacFIN, 1991-97 NMFS Alaska Regional Office.
Environmental Policy Act of 1969 1/ The percentage of the Western and Central GOA TAC that was harvested.
(NEPA) to determine whether the
action considered will result i
significant impact on the human
environment. If the action is determined not to be significant based on an analysis of relevant considerations, the
EA and resulting finding of no significant impact (FONSI) would be the final environmental documents required
by NEPA. An environmental impact statement (EIS) must be prepared for major Federal actions significantly
affecting the human environment.
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An EA must include a brief discussion of the need for the proposal, the alternatives considered, the environmental
impacts of the proposed action and the alternatives, and a list of document preparers. The purpose and
alternatives were discussed in Sections 2.1 and 2.2, and the list of preparers is in Section 6. This section contains
the discussion of the environmental impacts of the alternatives including impacts on threatened and endangered
species and marine mammals.

2.3.1 Environmental Impacts of the Alternatives

The environmental impacts generally associated with fishery management actions are effects resulting from (1)
harvest of fish stocks which may result in changes in food availability to predators and scavengers, changes in
the population structure of target fish stocks, and changes in the marine ecosystem community structure; (2)
changes in the physical and biological structure of the marine environment as a result of fishing practices, e.g.,
effects of gear use and fish processing discards; and (3) entanglement/entrapment of non-target organisms in
active or inactive fishing gear. *

A summary of the effects of the annual groundfish total allowable catch amounts on the biological environment
and associated impacts on marine mammals, seabirds, and other threatened or endangered species are discussed
in the final environmental assessment for the annual groundfish total allowable catch specifications.

2.3.2 Impacts on Endangered or Threatened Species

Background. The ESA provides for the conservation of endangered and threatened species of fish, wildlife, and
plants. The program is administered jointly by NMFS for most marine species, and the US Fish and Wildlife
Service (FWS) for terrestrial and freshwater species.

The ESA procedure for identifying or listing imperiled species involves a two-tiered process, classifying species
as either threatened or endangered, based on the biological health of a species. Threatened species are those likely
to become endangered in the foreseeable future (16 U.S.C. §1532(20)]. Endangered species are those in danger .
of becoming extinct throughout all or a significant portion of their range [16 U.S.C. §1532(20)]. The Secretary,
acting through NMF'S, is authorized to list marine mammal and fish species. The Secretary of Interior, acting
through the FWS, is authorized to list all other organisms.

In addition to listing species under the ESA, the critical habitat of a newly listed species must be designated
concurrent with its listing to the “maximum extent prudent and determinable” [16 U.S.C. §1533(b)(1)(A)]. The
ESA defines critical habitat as those specific areas that are essential to the conservation of a listed species and
that may be in need of special consideration. The primary benefit of critical habitat designation is that it informs
Federal agencies that listed species are dependent upon these areas for their continued existence, and that
consultation with NMFS on any Federal action that may affect these areas is required. Some species, primarily
the cetaceans, listed in 1969 under the Endangered Species Conservation Act and carried forward as endangered
under the ESA, have not received critical habitat designations.
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Listed Species. The following species are currently listed as endangered or threatened under the ESA and occur
in the GOA:

Endangered
Northern Right Whale Balaena glacialis
Bowhead Whale* Balaena mysticetus
Sei Whale Balaenoptera borealis
Blue Whale : Balaenoptera musculus
Fin Whale Balaenoptera physalus
Humpback Whale Megaptera novaeangliae
Sperm Whale Physeter macrocephalus
Snake River Sockeye Salmon Oncorhynchus nerka
Short-tailed Albatross Diomedia albatrus
Steller Sea Lion® Eumetopias jubatus

.

Threatened e
Snake River Fall Chinook Salmon Oncorhynchus tshawytscha
Snake River Spring/Summer Chinook Salmon  Oncorhynchus tshawytscha
Steller Sea Lion* Eumetopias jubatus
Spectacled Eider Somateria fishcheri

Section 7 Consultations. Because both groundfish fisheries are federally regulated activities, any negative
affects of the fisheries on listed species or critical habitat and any takings® that may occur are subject to ESA
section 7 consultation. NMFS initiates the consultation and the resulting biological opinions are issued to NMFS.
The Council may be invited to participate in the compilation, review, and analysis of data used in the
consultations. The determination of whether the action “is likely to jeopardize the continued existence of”
endangered or threatened species or to result in the destruction or modification of critical habitat, however, is the
responsibility of the appropriate agency (NMFS or FWS). If the action is determined to result in jeopardy, the
opinion includes reasonable and prudent measures that are necessary to alter the action so that jeopardy is
avoided. If an incidental take of a listed species is expected to occur under normal promulgation of the action,
an incidental take statement is appended to the biological opinion.

Section 7 consultations have been done for all the above listed species, some individually and some as groups.
Below are summaries of the consultations. -

" Endangered Cetaceans. NMFS concluded a formal section 7 consultation on the effects of the GOA groundfish
fisheries on endangered cetaceans within the GOA on December 14, 1979, and April 19,:1991, respectively.
These opinions concluded that the fisheries are unlikely to jeopardize the continued existence or recovery of
endangered whales. Consideration of the bowhead whale as one of the listed species present within the area of
the Bering Sea fishery was not recognized in the 1979 opinion, however, its range and status are not known to
have changed. No new information exists that would cause NMFS to alter the conclusion of the 1979 or 1991

2species is present in Bering Sea area only.
Ylisted as endangered west of Cape Suckling.

“listed as threatened east of Cape Suckling.

5 the term “take” under the ESA means “harass, harm, pursue, hunt, shoot, wound, kill, trap, capture or collect, or attempt
to engage in any such conduct” (16 U.S.C. §1538(aX1XB).
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~opinions. NMFS has no plan to reopen Section 7 consultations on the listed cetaceans for this action or for the
1998 TAC specification process. Of note, however, are observations of Northern Right Whales during Bering
Sea stock assessment cruises in the summer of 1997 (NMFS per..com). Prior to these sightings, and one
observation of a group of two whales in 1996, confirmed sightings had not occurred.

Steller sea lion. The Steller sea lion range extends from California and associated waters to Alaska, including
the Gulf of Alaska and Aleutian Islands, and into the Bering Sea and North Pacific and into Russian waters and
territory. In 1997, based on biological information collected since the species was listed as threatened in 1990
(60 FR 51968), NMFS reclassified Steller sea lions as two distinct population segments under the ESA (62 FR
24345). The Steller sea lion population segment west of 144°W. longitude (a line near Cape Suckling, Alaska)
is listed as endangered; the remainder of the U.S. Steller sea lion population maintains the threatened listing.

NMFS designated critical habitat in 1993 (58 FR 45278) for the Steller sea lion based on the Recovery Team’s
determination of habitat sites essential to reproduction, rest, refuge, and feeding. Listed critical habitats in Alaska
include all rookeries, major haul-outs, and specific aquatic foraging habitats of the GOA. The designation does
not place any additional restrictions on human activities within designated areas. No changes in critical habitat
designation were made as result of the 1997 re-listing.

Beginning in 1990 when Steller sea lions were first listed under the ESA, NMFS determined that both groundfish
fisheries may adversely affect Steller sea lions, and therefore conducted Section 7 consultation on the overall
fisheries (NMFS 1991), and subsequent changes in the fisheries NMFS 1992). The most recent biological
opinion on the GOA fisheries effects on Steller sea lions was issued by NMFS March 2, 1998. The 1998
biological opinion concluded that the 1998 fishery is not likely to jeopardize the continued existence and recovery
of Steller sea lions or to adversely modify critical habitat. The 1996 biological opinion concluded that these
fisheries and harvest levels are unlikely to jeopardize the continued existence and recovery of the Steller sea lion
or adversely modify critical habitat.

Pacific Salmon. No species of Pacific salmon originating from freshwater habitat in Alaska are listed under the
ESA. These listed species originate in freshwater habitat in the headwaters of the Columbia (Snake) River.
During ocean migration to the Pacific marine waters a small (undetermined) portion of the stock go into the Gulf
of Alaska as far east as the Aleutian Islands. In that habitat they are mixed with hundreds to thousands of other
stocks originating from the Columbia River, British Columbia, Alaska, and Asia. The listed fish are not visually
distinguishable from the other, unlisted, stocks. Mortal take of them in the chinook salmon bycatch portion of
the fisheries is assumed based on sketchy abundance, timing, and migration pattern information.

NMFS designated critical habitat in 1992 (57 FR 57051) for the Snake River sockeye, Smake River
spring/summer chinook, and Snake River fall chinook salmon. The designations did not include any marine
waters, therefore, does not include any of the habitat where the groundfish fisheries are promulgated.

NMFS has issued two biological opinions and no-jeopardy determinations for listed Pacific salmon in the Alaska
groundfish fisheries (NMFS 1994, NMFS 1995). Conservation measures were recommended to reduce salmon
bycatch and improve the level of information about the salmon bycatch. The no jeopardy determination was
based on the assumption that if total salmon bycatch is controlled, the impacts to listed salmon are also
controlled. The incidental take statement appended to the second biological opinion allowed for take of one
Snake River fall chinook and zero take of either Snake River spring/summer chinook or Snake River sockeye,
per year. As explained above, it is not technically possible to know if any have been taken. Compliance with the
biological opinion is stated in terms of limiting salmon bycatch per year to under 55,000 and 40,000 for chinook
salmon, and 200 and 100 sockeye salmon in the GOA fisheries, respectively.
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Short-tailed albatross. The entire world population in 1995 was estimated as 800 birds; 350 adults breed on
two small islands near Japan (H. Hasegawa, per. com.). The population is growing but is still critically
endangered because of its small size and restricted breeding range.- Past observations indicate that older short-
tailed albatrosses are present in Alaska primarily during the summer and fall months along the shelf break from
the Alaska Peninsula to the Gulf of Alaska, although 1- and 2-year old juveniles may be present at other times
of the year (FWS 1993). Consequently, these albatrosses generally would be exposed to fishery interactions most
often during the summer and fall--during the latter part of the second and the whole of the third fishing quarters.

Short-tailed albatrosses reported caught in the longline fishery include two in 1995, one in October 1996, and
none so far in 1997. Both 1995 birds were caught in the vicinity of Unimak Pass and were taken outside the

observers’ statistical samples.

Formal consultation on the effects of the groundfish fisheries on the short-tailed albatross under the jurisdiction
of the FWS concluded that GOA groundfish fisheries would adversely affect the short-tailed albatross and would
result in the incidental take of up to two birds per year, but would not jeopardize the continued existence of that
species (FWS 1989). Subsequent consultations for changes to the fishery that might affect the short-tailed
albatross also concluded no jeopardy (FWS 1995, FWS 1997). The US Fish and Wildlife Service does not intend
to renew consultation for this action or the 1998 TAC specification process.

Spectacled Eider. These sea ducks feed on benthic mollusks and crustaceans taken in shallow marine waters
or on pelagic crustaceans. The marine range for spectacled eider is not known, although Dau and Kitchinski
(1977) review evidence that they winter near the pack ice in the northern Bering Sea. Spectacled eider are rarely
seen in U.S. waters except in August through September when they molt in northeast Norton Sound and in
migration near St. Lawrence Island. The lack of observations in U.S. waters suggests that, if not confined to sea
ice polyneas, they likely winter near the Russian coast (FWS 1993). Although the species is noted as occurring
in the GOA and management areas no evidence exists that they interact with these groundfish fisheries.

Conditions for Re-initiation of Consultation. For all ESA listed species, consultation must be reinitiated if:
the amount or extent of taking specified in the Incidental Take Statement is exceeded, new information reveals
effects of the action that may affect listed species in a way not previously considered, the action is subsequently
modified in a manner that causes an effect to listed species that was not considered in the biological opinion, or
a new species is listed or critical habitat is designated that may be affected by the action.

Impacts of the Alternatives on Endangered or Threatened Species. None of the aliernatives under
consideration would affect the prosecution of the groundfish fisheries of the GOA in a way not previously
considered in the above consultations. The proposed alternatives are administrative in nature and are designed
to improve the in-season management of certain groundfish fisheries. None of the alternatives would affect TAC
amounts, PSC limits, or takes of listed species. Therefore, none of the alternatives are expected to have a
significant impact on endangered, threatened, or candidate species.

23.3 Impacts on Marine Mammals

Marine mammals not listed under the ESA that may be present in the GOA include cetaceans, [minke whale
(Balaenoptera acutorostrata), killer whale (Orcinus orca), Dall’s porpoise (Phocoenoides dalli), harbor
porpoise (Phocoena phocoena), Pacific white-sided dolphin (Lagenorhynchus obliquidens), and the beaked
whales (e.g., Berardius bairdii and Mesoplodon spp.)] as well as pinnipeds [northem fur seals (Callorhinus
ursinus), and Pacific harbor seals (Phoca vitulina)] and the sea otter (Enhydra lutris).

The proposed altemnatives are administrative (or allocational) in nature and are designed to improve the in-season
management of certain groundfish fisheries and maintain industry stability and coastal communities. None of
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the alternatives would affect TAC amounts, PSC limits, or takes of marine mammals. Therefore, none of the
alternatives are expected to have a significant impact on marine mammals. Additional information on pollock
removals from critical habitat areas are in the GOA is provided in Chapter 6.

23.4 Coastal Zone Management Act

Implementation of each of the alternatives would be conducted in a manner consistent, to the maximum extent
practicable, with the Alaska Coastal Management Program within the meaning of Section 30(c)(1) of the Coastal
Zone Management Act of 1972 and its implementing regulations.

2.35 Conclusions or Finding of No Significant Impact

The action currently contemplated is a continuation of Amendment 23 and Amendment 40 in perpetuity.
Potential impacts relative to NEPA are expected to be consistent with those previously predicted. Total removals
of the pollock and Pacific cod resources are controlled by the setting of total allowable catches (TAC), and their
monitoring has been enhanced recently to guard against overruns. Allocations between industry sectors will not
change total removals from the stocks, and may provide an extra margin of safety against overruns by further
partitioning the TACs.

Prohibited species catch (PSC) such as crab, herring, and halibut are controlled as necessary and appropriate by
extensive management measures in the GOA, including closed areas, PSC quotas, bycatch disincentive programs,
and authorizations to the NMFS Regional Director to limit bycatch and close areas.

None of the alternatives are likely to significantly affect the quality of the human environment, and the
;preparation of an environmental impact statement for the proposed action is not required by Section 102(2)(C)
of the National Environmental Policy Act or its implementing regulations.

Qary C. Yipocde 12-15-98
/@( Assistant Administrator for Fisheries, NOAA Date
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2.4 Regulatory Impact Review: Economic and Socioeconomic Impacts of the Alternatives

This section provides information about the economic and socioeconomic impacts of the alternatives including
identification of the individuals or groups that may be affected by the action, the nature of these impacts,
quantification of the economic impacts if possxble and dlscuss1on of the trade offs between qualitative and

quantitative 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 also addresses the requirements of both E.O. 12866 and the RFA to provide adequate information
to determine whether an action is “significant” under E.O. 12866 or will result in “significant” impacts on small
entities under the RFA.

E. O. 12866 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.

A regulatory program is “economically significant” if it is likely to result in the effects described above. The
Regulatory Impact Review (RIR) is designed to provide information to determine whether the proposed regulation
is likely to be “economically significant.” None of the altematxves is expected to result in a “significant
regulatory action” as defined in E.O. 12866.
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24,1 Impacts of the Alternatives
2.4.1.1 Altemnative 1: No Action
24.1.1.1 GOA pollock fishery

The Council has identified preemption of GOA fisheries by BS/Al-based vessels as a problem, and has taken
numerous regulatory actions to avert preemption. One such action occurred in 1996, when the Council submitted
a recommendation for a September 1 opening for the Central GOA pollock fishery and October 1 in the Western
GOA for third trimester season opening dates. The Secretary, however, implemented a simultaneous September
1 opening for both GOA areas to coincide with the BS/AI ‘B’ season opening to prevent preemption of the
Western area fishery by larger, more numerous BS/Al-based vessels. Scheduling simultaneous openings in
various areas disperses effort, resulting in more manageable fisheries and more equitable distribution of
opportunity. Additional actions include stand-down periods for vessels transiting between fisheries and a vessel
registration program.

In the absence of an inshore/offshore allocation (Altemative 1), it appears unlikely that a significant amount of
offshore effort would be directed at the GOA in the first trimester and third trimesters, given the relative
magnitude of the GOA pollock fishery compared to the BS/AI pollock fishery and simultaneous openings. There
is some likelihood that offshore vessels may enter the second trimester fishery, which opens June 1, triggering
the preemption and stability problems identified in previous analyses, and which are identified in the Council’s
Problem Statement.

24.1.1.2 GOA Pacific cod fishery

Alternative 1 would benefit the offshore freezer longline and catcher/processor flects at the expense of the current
inshore participants in the Pacific cod fishery. Given the longline allocation for Pacific cod in the BS/AI, offshore
vessels would likely enter the GOA prior to fishing their larger guaranteed allocation in the BS/AI. If the Pacific
cod TAC increases in the GOA as expected, it is estimated that this sector would be able to process the entire
amount of that increase without giving up any catch in BS/AI (Analysis for Amendment 38).

2.4.1.1.3 General Conclusions

Sufficient data necessary to quantify projections of the Pacific cod fishery in the GOA under Alternative 1 are
lacking. Qualitatively, however, allowing the freezer longliner and trawler/processor fleet access to GOA Pacific
cod would not be beneficial to the current inshore sector. Given the longline allocation for Pacific cod in the
BS/AL these vessels would likely enter the GOA prior to fishing their larger guaranteed allocation in the BS/AL
If the Pacific cod TAC increases in the GOA as expected, it is possible that this sector of the fleet would be able
to process the entire amount of that increase without giving up any catch in BS/AI. Participation by the
trawler/processor fleet is less certain because of the timing of the seasons. Recall that the Gulf Pacific cod
fisheries have typically ended around the end of March, about the same time the BS/AI A-season for pollock ends.
However, any trawler/processor effort in the GOA Pacific cod fishery has the potential to dramatically decrease
the season length in the GOA.

Overall it would appear that Alternative 1 would benefit the freezer longliner class and some catcher/processors
at the possible expense of the rest of the current inshore fleet. An important caveat in all of these conclusions
is the impact of the GOA pollock fishery on the GOA Pacific cod fishery. If pollock TACs are high, more effort
will be expended in that fishery early in the year causing the Pacific cod season to be longer. If pollock TACs
are low, then effort will shift to the Pacific cod fishery. This will be the case whether or not the inshore/offshore
amendments are reauthorized.
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~The implications of Alternative 1 for both fisheries are reduced seasons, intensified races for fish, and lower
utilization rates. All of these will lead to destabilizing effects for the GOA inshore sector, and the communities
dependent on those processors. The absence of an allocation under Alternative 1 would very likely impact coastal
Alaskan communities negatively, both economically and socially, as detailed in the analyses for Amendment
38/40, which extended the allocations through 1998.

2.4.1.2 Altemative 2: Rollover GOA pollock (100% inshore) and Pacific cod (90% inshore) allocations
24.1.2.1 Summary of Findings for [/O1 and 2

With its approval of /O1 and 1/02, the Council reached consensus that a direct allocation of pollock and/or
Pacific cod TACs in the GOA was the most appropriate means of offering a timely solution to the
inshore/offshore preemption problem. Qualitative estimates suggest that the net national effects of Altemnative
2 are positive under normative assumptions. Such benefits incorporate the economic effects noted above, as well
as positive national impacts created by: (1) maintaining a balance in the social and economic opportunities
associated with the pollock and Pacific cod fisheries; (2) helping insure that the fishery resources are available
to provide private and community benefits to all parties; and (3) reducing the uncertainty and operational
instability caused by the threat of preemption. It is intended that the pollock and Pacific cod allocations made
for the GOA are in the best interest of resource management, dependent communities, and the nation at large.

The social impact analysis (SIA) in the original study of Amendment 23, and as augmented in the Supplemental
Analysis, concluded there would be positive social gains from an inshore allocation of pollock, and that social
benefits to inshore operations may arise from increased or stabilized incomes, employment, and related economic
activity, and simply from reductions in the uncertainty, or threat of preemption that accompanies a set allocation.
The GOA communities of Kodiak and Sand Point were addressed in the original SIA compiled in 1991. The SIA
found that Kodiak was particularly dependent on the GOA fisheries, from both the harvesting and processing
perspective. The study also indicated that Kodiak was “in the enviable position that it has both the harvesting
and processing capacity to handle the full GOA pollock and Pacific cod allocations.” This is likely still the case,
even though GOA Pacific cod quotas are considerably higher currently than when this study was compiled
(though a significant percent is now allocated to State water fisheries). The study also indicated that, although
there are temporary workers hired from outside during the summer months, most of the processing plant
employees in Kodiak are local residents. Though the lack of employment may be greater in other western Alaska
communities, there is little alternative employment for many of these plant workers in Kodiak. Fish processing
has accounted for 10 - 40% of the overall industrial payroll for Kodiak residents since 1980, with the majority
of other residents engaged in fish harvesting or fisheries support activities.

Similar to Kodiak, the community of Sand Point has an economic base primarily dependent on fisheries, with
the fishing industry accounting for 87% of the employment in 1987. Of the total employment, fish processing
accounted for 35%. Sand Point is located within the Aleutians East Borough, which has generally benefitted from
commercial fishing operations; for example, there were approximately $140 million worth of fish processed or
sold within the borough boundaries in 1989. At least one plant in Sand Point has heavily invested in Pacific cod
fish processing capability. Historically there was less emphasis on pollock processing in this area. However,
over time they have become more dependent on the pollock resource from both the GOA and BS/AL

24122 Economic and Social Indices
Stability has been highlighted in the problem statement as a primary consideration for reauthorization of the

inshore/offshore allocations (Alternative 2). The inshore/offshore allocation inherently provides the inshore and
offshore sectors access to specified percentages of the pollock and Pacific cod resources. The set harvest
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percentage may add to the stability of the relationship between the inshore and offshore sectors. Similarly, the
allocation may provide stability within the sectors.

Although the distributional, income-based analyses conducted for I/O1 are based on economic activity at the
community/regional level, an additional, more qualitative examination of community impacts was provided in
the analysis for /O2. A review of the 1992 SIA, which focused on the communities of St. Paul, Dutch Harbor,
Sand Point/King Cove, Kodiak, Newport, and Bellingham/Seattle, indicated that smaller Alaska communities,
which are findamentally dependent on the groundfish fisheries, exhibited the most variability and vulnerability
to socially disruptive forces. Inshore allocations were determined to provide the greatest benefit to Alaskan
coastal communities and afford them the greatest opportunities for development and growth, while the only
community negatively affected would be Ballard/Seattle, and to a much less relative degree.

Immediate and direct positive impacts would be expected by Alaskan communities with the allocation
(Alternative 2). Since 1992, additional infrastructures have developed in Alaskan coastal communities, partially
in response to the guaranteed allocations under /Ol. Given the current status of the fisheries, and the
communities which rely on fishing and processing, allowing the inshore/offshore allocations to expire, in the
absence of alternative management remedies, would likely result in at least the same level of impacts as
previously projected. Impacts at this time could be exacerbated beyond those previously predicted due to the
additional infrastructures and the ability of these communities to utilize the current allocations.

2.4.12.3 Gulf of Alaska Pacific Cod - Current Status of Fisheries under the Allocation

Amendment 23 allocated 90% of the Pacific cod in the Guif Table 2.9 Federal Pacific cod closures in the

of Alaska to the inshore sector. The remaining 10% was GOA by area for 1993-1997.
allocated to the offshore sector. The 1996 GOA Pacific cod.
fishery opened to fixed gear on January 1 and trawl gear on WESTERN CENTRAL

January 20. TAC specifications totaled 18,500 mt for the Inshore  status close  status close

Western area, 42,900 mt for the Central area, and 3,250 mt gi g z' Mar B 24-Mar
-Mar B 16-Mar
for the Eastern area. Inshore processors were allocated 90% P 9-Apr
of the TAC (16,650 mt, 38,610 mt, and 2,925 mt by area). g5 B 17-Mar B 22-Mar
Halibut bycatch rates were moderate for hook-and-line and P 30Mar B 11-Oct
trawl gear. Halibut PSC limits did not affect fishing time for P 29-Nov
these gear types, rather, closures were due to TAC attainment. 96 B  3Mar B 18-Mar
The Western area closed to all gear types for the inshore P 5-May P 5-May
sector on March 3; the offshore sector closed on March 9. In 97 B 3-Mar B 1I-Mar
the Central area, the offshore sector closed on March 13; the Offsh
. snore
inshore sector closed on March 18. 93 B I B 1-Jan
For 1997, TACs totaled 24,225 mt, 43,690 mt, and 1,200 mt g 5 m B =
for the Western, Central, and Eastern areas, respectively. The P 5-May
Western area inshore season closed March 3 and reopened for g¢ B 9-Mar B 13-Mar
a one day fishery on March 10; the offshore season stayed on P  5-May P 5-May
bycatch status for the year. The Central area inshore season 97 B 1-Jan B 1-Jan

closed March 11, and reopened on October 1; the offshore
season opened on October 1. The Eastern area is on bycatch f ;{;‘:::‘f‘s,;‘b: bycateh not ble

status every year on January 1. A summary of first Season p—————————————————————
closures since 1993 is listed in Table 2.9.
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Figure 2.5 depicts the number of days in each inshore Pacific cod season for 1991-97. The season length has
been fairly stable for 1992-97, with an increase in 1995, for the inshore Western GOA target fishery. The season
length has shown a declining trend for 1991-97, with a short spike in 1995, for the inshore Central GOA fishery.
Season length and amount of quota taken in these fisheries is listed in Table 2.10.

Westem Gulf (Area 610) Central Gulf (Areas 620 & 630)

100 120

100 1

# fuhing deys

8 & 8

Figure 2.5 Season length (days) in the inshore Pacific cod fishery by GOA subarea.
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~Table 2.10. Season length in GOA Pacific cod fishery
(inshore component only), 1991 - 1997.
Directed fishing Quota Underage/
Year Area  Season (days) (mt) Catch Overage
1991 W 82 30,000 29,212 -3%
C 119 45,000 40,421
E 0 2,900 253
1992 W 64 23,500 34,399 32%
C 94 39,000 38,940
E 94 1,000 1,087
1993 W 68 18,700 18,397 -2%
C 83 38,200 35,972
E 0 2,800 1,650
1994 W 67 16,630 15,214 -9%
C 75 31,250 31,067
E 0 2,520 1,704
1995 W 76 20,100 22,574 11%
C 108 45,650 45477
E 0 3,450 1,002
1996 W 62 18,850 19,763 5%
C 77 42,900 47,564
E 0 3,250 952
1997 W 63 24225 23,932 -1%
C 70 43,690 43677
E 0 1,200 865
Note: 1997 does not include State water fishery.
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Table 2.11 lists the Pacific cod catch and exvessel value for the GOA and BS/AI inshore and offshore sectors.
BS/AI data are included to illustrate the scale of the GOA fisheries and the possibility of preemption of the GOA
fisheries by the larger BS/AI fleet. Pacific cod catches (mt) are approximately at the five year (1992-96) average
for the GOA offshore sector, and slightly above the average for the inshore sector. The Pacific cod catch in the
GOA totaled 68 thousand mt (round weight) in 1996, with an exvessel value of $25.2 million. The offshore
sector brought in landings of 13 thousand mt worth $4.9 million; the inshore sector landed 55 thousand mt worth

$20.3 million.

Table 2.11 Pacific cod and pollock catch and exvessel value off Alaska by area, processor category and species,
1992-1996 (1,000 metric tons round weight, $ millions)

TOTAL Gulf of Alaska Bering Sea and Aleutian All Alaska
CATCH
At-sea Inshore Total At-sea Inshore Total  At-sea Inshore Total
Pacific cod ‘
1992 24 56 80 180 25 205 204 81 285
1993 9 48 57 128 40 168 137 87 224
1994 6 41 47 147 47 194 153 89 242
1995 14 55 69 188 57 245 202 112 314
1996 13 55 68 177 63 240 191 118 309
Pollock |
1992 9 84 93 1,040 399 1,439 1,049 483 1,532
1993 1 108 109 947 438 1,385 948 545 1,493
1994 2 105 107 950 438 1,388 952 544 1,496
1995 3 70 73 919 409 1,328 922 479 1,401
1996 3 49 52 843 379 1,222 846 428 1,274
TOTAL Gulf of Alaska Bering Sea and Aleutian All Alaska
Exvessel -
At-sea Inshore Total At-sea Inshore Total At-sea Inshore Total
Pacific cod |
1992 12.0 29.1 41.1 92.4 10.2 1026 1044 39.3 143.7
1993 3.9 16.5 20.4 55.2 12.3 67.5 59.0 28.8 87.8
1994 22 13.6 15.8 61.1 12.6 73.7 633 263 89.6
1995 5.9 24.6 30.5 73.8 18.6 92.4 79.8 43.1 1229
1996 49 203 252 80.0 218 101.8 849 422 127.1
Pollock
1992 1.7 21.3 23.0 2482 1050 3532 2498 126.3  376.1
1993 .1 16.9 17.0 123.3 60.8 184.1 123.4 777  201.1
1994 .1 16.5 16.6 138.0 68.1 ~ 206.1 138.1 846 2227
1995 5 15.7 16.2 181.1 849 2660 1816 100.5 282.1
1996 2 10.2 104 152.1 713 2234 1523 815 2338
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Effort as measured by fishing vessel weeks by catcher vessels targeting Pacific cod in the BS/AI and GOA is
listed in Table 2.12. Of 3,070 vessel weeks of Pacific cod fishing by catcher trawl vessels in the GOA during
1992-96, 54% of fishing effort was by vessels <60 ft; 45% was by vessels 60 - 124 ft, and 1% was by vessels
>125 ft. Of 5,925 vessel weeks by hook-and-line (H&L) catcher vessels, 94% was by vessels <60 ft; 6% was
by vessels 60 - 124 ft, and only 1 was by a vessel >125 ft. Fishing effort declined by half from 1992 to 1996,
although the 1996 value was 16% below the five-year average in the small H&L catcher boat category. Pot boats
totaled 4,056 fishing vessel weeks for the period; 67% was by vessels <60 ft; 32% was by vessels 60 - 124 ft,
and <1% was by vessels >125 ft. In 1996, mid-size pot boat effort increased by 15%, and large boat effort
doubled the five-year average. Pot effort in 1995, however, was nearly equal to 1992 fishing vessel weeks and
may have been a result of speculation towards the minimum landing and participation requirements then in
discussion for the License Limitation Program that was approved in June 1995. H&L effort also spiked in 1995.

Of the 84 fishing vessel weeks targeting Pacific cod by trawl catcher/processors (CP) in the GOA, none was by
vessels <60 ft; 40% was by vessels 60 - 124 ft, 55% was by vessels <125 ft, and 5% was by vessels >230 ft
(Table 2.13). Of the 461 vessel weeks expended by H&L catcher/processors, 5% was by vessels <60 ft; 81%
was by vessels 60 - 124 ft, and 13% was by vessels >125 ft. The H&L Pacific cod effort dropped from 12 to
0 weeks in the small boat category, by 25% in the 60 - 124 ft category, and by half, to only six weeks, in the >125
ft category, compared with the five-year average. Only two weeks of CP pot fishing were reported during 1992
and 1995, in the 125 - 230 ft category.
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Table 2.12 Catcher vessel (excluding catcher processors) weeks of fishing groundfish off Alaska by area, vessel length
class (feet), gear, and target, 1992-1996.

Gulf of Alaska Bering Sea and Aleutian Al] Alaska
Vessel length class . Vessel length class Vessel length class
<60  60-124 >124 <60  60-124 >124 <60  60-124 >124
H & L Pacific cod
1992 1,891 112 I 119 35 - 2,010 146 1
1993 964 49 - 12 0 - 976 49 -
1994 712 44 - 245 8 - 958 52 -
1995 1,069 97 - 360 4 - 1,428 101 -
1996 935 51 - 268 7 0 1,202 58 0
Pot Pacific cod
1992 713 347 10 3 167 31 716 514 40
1993 349 159 - Co. 47 13 349 207 13
1994 403 156 1 13 122 24 416 278 25
1995 716 341 10 68 383 69 783 724 79
1996 538 298 15 22 479 77 561 777 92
Trawl Pacific cod
1992 403 368 16 2 288 40 405 656 56
1993 327 275 0 7 362 30 334 638 30
1994 335 229 1 11 367 57 346 597 58
1995 246 268 7 - 368 37 246 636 44
1996 359 231 5 580 118 361 811 123
Trawl Pollock
1992 62 414 26 8 1,245 385 70 1,658 411
1993 79 488 27 8 861 320 87 1,349 348
1994 100 416 48 - 781 340 100 1,197 388
1995 91 301 39 4 934 248 95 1,235 288
1996 96 204 21 13 853 358 109 1,058 379

Fishing effort in the BS/AI catcher vessel Pacific cod fishery during 1992-96 is provided for comparison (Table
2.12). Of the 2,269 fishing vessel weeks by trawl catcher vessels in this fishery,<1% of effort was by vessels
<60 ft; 87% was by vessels 60 - 124 ft, and 12% was by vessels >125 ft. Of the 1,058 fishing weeks by H&L
catcher vessels, 95% was by vessels <60 ft; 5% was by vessels 60 - 124 ft, and none by vessels >125 ft. Pot
boats totaled 1,518 fishing vessel weeks for the period; 7% was by vessels <60 ft; 79% was by vessels 60 - 124
ft, and 14% was by vessels >125 ft. Catcher boat pot effort apprommately doubled in the mid-size and large boat
categories in 1996, compared with the five-year average.
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Table 2.13 Catcher processor vessel weeks of fishing groundfish off Alaska by area, vessel length class (feet), gear, and
target, 1992-1996.

Gulf of Alaska Bering Sea and Aleutian All Alaska
Vessel length class Vessel length class Vessel length class

<60 60-124  125-230 <60 60-124 125-230 <60 60-124 125-230

H & L Pacific cod
1992 12 122 45 - 432 672 12 554 717
1993 5 68 2 - 251 382 5 318 384
1994 7 60 - 0 335 526 7 395 526
1995 0 69 9 2 289 574 2 358 582
1996 - 56 6 - 198 583 - 254 589

Pot Pacific cod

1992 - - 2 - 2 193 - 2 196
1993 - - - - 1 9 - 1 9
1994 - 0 0 - 7 27 - 7 27
1995 0 0 2 1 62 55 1 62 57
1996 - - - 62 153 - 62 153
60-124  125-230 >230 60-124 125-230 >230 60-124  125-230 >230

Trawl Pacific cod
1992 20 15 1 16 123 18 36 138 18
1993 5 6 - 8 108 27 13 114 27
1994 2 6 1 11 46 16 13 52 17
1995 4 9 1 20 79 28 24 88 29
1996 3 10 1 17 84 12 20 94 13

Trawl Pollock

1992 3 0 2 8 303 358 11 303 360
1993 - 0 - 9 234 315 9 235 315
1994 - - 0 - 223 303 - 223 303
1995 - 2 0 1 176 290 1 179 291
1996 - 0 0 - 189 278 - 189 278

Of the 594 vessel weeks expended by trawl CPs in 1996, none was by vessels <60 ft; 3% was by vessels 60 -
124 ft, 48% by vessels 125-230 ft, and 49% by vessels >230 ft (Table 2.13). Fishing weeks declined by 10%
in the >230 ft category during 1996, compared with the five-year average. Of the 4,244 vessel weeks expended
by H&L CPS in the BS/AI < 1% was by vessels<60 ft; 36% by vessels 60 - 124 ft, and 65% by vessels >125
ft. H&L effort dropped by more than 34% in the mid-size category, compared with the five-year average. There
were 572 vessel weeks of CP pot effort in the BS/AI from 1992 through 1996; <1% by vessels <60 ft, 23% by
vessels 60-124 ft, and 76% by vessels >125 ft. Effort was approximately double the five-year average for the
mid and large-size boat categories in 1996.

Effort as measured by vessels participating in the directed GOA Pacific cod fisheries by inshore/offshore sector
is provided in Table 2.14. Of 125 trawlers in the 1996 fishery, 14% participated in the offshore fishery and 86%
were inshore. Participation in 1996 was down by 11% for the offshore and 14% for the inshore sectors. Of 348
H&L vessels, 5% participated offshore and 95% inshore. Participation in 1996 was down by 20% for the
offshore and 28% for the inshore sectors. There were 148 pot boats; all delivered inshore.

Vessel participation in the directed BS/AI Pacific cod fisheries is provided for comparison (Table 2.14). Of 162
trawlers in the 1996 target fishery, 40% participated in the offshore fishery and 60% inshore. Participation in
1996 was up by 24% for the offshore and 29% for the inshore sectors. Of 90 H&L vessels, 43% participated

H:\IN-OFF-3\1SECREVNIO3EA.SOC 53 (August 26, 1998, 1:00 pm)




in the offshore fishery and 57% were inshore. Participation in 1996 was down by 19% for the offshore and up
by 11% for the inshore sectors. There were 105 pot boats; 92 delivered inshore and 13 delivered offshore.

Table 2.14 Number of vessels that caught groundfish off Alaska by area, processor category, target, and gear, 1992-96

Gear/Target/ Gulf of Alaska Bering Sea and Aleutian All Alaska
Year At-sea Inshore Total At-sea Inshore Total  At-sea Inshore Total
H & L Pacific cod
1992 36 708 745 56 69 125 64 754 818
1993 17 442 459 53 9 62 54 449 503
1994 12 312 324 48 43 91 48 333 381
1995 20 506 526 44 57 101 46 550 596
1996 16 335 351 39 51 90 41 377 418
Pot Pacific cod
1992 4 221 225 19 54 73 19 257 276
1993 0 102 102 3 17 20 3 114 117
1994 2 109 111 5 34 39 5 131 136
1995 4 187 191 11 116 127 11 258 269
1996 0 148 148 13 92 105 13 208 221
Trawl Pacific cod
1992 27 140 167 49 66 115 56 174 230
1993 10 120 130 51 70 121 53 171 224
1994 7 114 121 39 70 109 40 167 207
1995 17 138 155 59 72 131 62 172 234
1996 18 107 125 65 97 162 67 180 247
Trawl Pollock
1992 12 118 130 86 94 180 88 146 234
1993 1 929 100 94 82 176 94 139 233
1994 2 115 117 79 76 155 79 131 210
1995 10 129 139 99 84 183 99 139 238
1996 6 96 102 81 92 173 81 137 218
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Table 2.15 shows the harvest rate by gear for 1995 and 1996 at the middle and end of the first fishing quarter.
The fishery is fast-paced, with harvests rates generally peaking as the end of the fishing period is approached for
trawl, hook-and-line and pot gear. This is also evident in the overages in some of these fisheries as described

above.

Table 2.15 Pace of GOA Pacific cod fishery as depicted by a snapshot of weekly landing rates.
Trawl H&L Pots Fishery
Area/Year  As of| mt weeks mt/week mt weeks mt/week mt weeks mt/week| closed
Western

1996  3-Feb 1,864 2 932 1,417 5 283| 1,305 5 261| 3-Mar
2-Mar| 10,274 6 1,712] 3,815 9 424] 1,611 9 179] 3-Mar

1995 4-Feb 872 2 436 7,365 5 1,473| 1,442 5 288| 17-Mar
11-Mar 5,218 7 745| 5,015 10 502 1,873 10 187] 17-Mar
4-Apr| 10,763 8 1,345 5,377 11 488| 2,164 11 197] 17-Mar|

Central

1996 3-Feb 439 2 220 1,197 5 239| 3,867 5 773| 18-Mar
2-Mar 3,727 6 621} 2,453 9 273] 6,618 9 735 18-Mar
16-Mar| 14,515 8 1,814 4,953 11 450] 9,152 11 832] 18-Mar

1995 4-Feb 623 2 312 1,249 5 250 4,047 5 809] 22-Mar

11-Mar| 11,494 1,642 3,932 10 393] 9,293 10 929( 22-Mar
16-Mar|[ 17,749 8 2219] 4415 11 401{ 12,086 11 1,099| 22-Mar

~

Production of Pacific cod into fishery products is listed in Table 2.16. The Pacific cod target fishery accounted
for near 87% of the GOA Pacific cod TAC in 1996 (Table 2.17a). Approximately 0.5% of Pacific cod taken in
the target fishery were discarded. Nearly 77% of retained catch were processed by Kodiak and Peninsula
processors. The inshore sector accounted for 95% of harvests (Table 2.17b), while the offshore sector accounted
for 5% (Table 2.17c). These percentages are dictated by the inshore/offshore allocations

Pacific cod is generally processed into two major product forms: 1) headed and gutted; and 2) fillets. Table 2.18
depicts the production of various product forms from the GOA by sector and processing location for 1996. More
than 68% of GOA Pacific cod is processed by Kodiak and Peninsula shore plants. Across all processors, most
of the Pacific cod is processed into fillets (block and individual quick frozen) (36%) or in the round (29%).
Lesser amounts are split and salted, minced, frozen whole, and sold as bait. There also appears to have been
some attempts to produce surimi from Pacific cod. Ancillary products from Pacific cod are also produced, mainly
roe, millet, cheeks, tongues bellies, heads, meal, oil and bones. Monthly wholesale prices of Pacific cod and
minced Pacific cod are reported in Table 2.19.
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Table 2.16. Production of groundfish products in the fisheries off Alaska by species, product and area, 1992-96,
(1,000 metric tons product weight).

Bering Sea and Aleutians Gulf of Alaska
1992 1993 1994 1995 1996 1992 1993 1994 1995 1996

Pacific cod

Whole fish 1.4 25 1.9 1.8 29 59 7.3 33 1.9 5.3
H&EG 574 327 48.8 55.1 54.0 10.9 4.6 3.0 58 3.7

Salted/split - - - 71 103 - - - 5 5
Fillets 7.9 6.9 5.6 90 104 70 56 66 102 88

Other products 5.5 5.2 53 10:2 10.5 63 27 3.0 7.1 6.6

Pollock
Whole fish 24 4.0 1.5 27 32 13 - 2 .l .0 .0
H&G 3.1 1.2 9 .9 7 8 1 1 0 0
Roe 17.2 11.4 10.7 153 13.9 3 4 1.1 .6 .6
Fillets 35.7 56.5 45.1 51.6 55.1 6.6 11.5 9.7 8.1 5.1
Surimi  154.9 1443 172.9 170.7 156.1 7.9 6.0 9.1 74 438
Mincedfish 13.8 13.2 98 9.3 13.7 1.0 32 1.1 5 5
Fishmeal 588 52.8 514 49.7 45.7 1.1 1.1 i 1.3 1.1
Other products 8.2 11.0 11.9 14.5 13.4 B 4 3 i 2
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Table 2.17a _Total Catch (mt) of Gulf of Alaska Pacific Cod in the 1996 Pacific Cod Target Fishery.

All Sectors Harvest Area
Processor Location Western Gulf Central Gulf Eastern G Grand Total
Total Catch |Bering Sea and Aleutian Islands 140 320 - 460
Catcher Processor 4,273 1,575 1 5,848
Kodiak & Peninsula 13,375 29,836 - 43,211
Catcher Vessels Delivering At-sea 19 1,663 - 1,682
Central Gulf of Alaska - 5,255 106 5,361
Southeastern Gulf of Alaska - - 63 63
Total Catch 17,807 38,650 170 56,626
1996 P. cod TAC 42,900 3,250 18,850 65,000
Discarded
Catch  |Bering Sea and Aleutian [slands - - - 0
Catcher Processor 96 34 0 130
Kodiak & Peninsula 7 151 - 157
Catcher Vessels Delivering At-sea - 11 - 11
Central Gulf of Alaska - 2 - 2
Southeastern Gulf of Alaska - - 0 0
Total Discards 103 198 0 301
Retained
Catch  |Bering Sea and Aleutian Islands 140 320 - 460
Catcher Processor 4,176 1,541 1 5,718
Kodiak & Peninsula 13,369 29,685 - 43,054
CV Deliveries to CPs and MSs 19 1,652 - 1,671
Central Gulf of Alaska - 5,253 106 5,359
Southeastern Gulf of Alaska - - 63 63
Total Retained 17,704 38,451 170 56,325
Note: None of the Bering Sea and Aleutian Islands True Motherships took deliveries of Gulf Pacific cod.
Source: 1996 National Marine Fisheries Service Blend Data
Table 2.17b Inshore Sectors Catch (mt) of Gulf of Alaska Pacific Cod in the 1996 Pacific Cod Target Fishery.
Inshore Harvest Area
Processor Location Western Gulf|  Central Guif Eastern Gulf] Grand Total
Total Catch |Bering Sea and Aleutian Islands 140 320 - 460
Catcher Processor 3,717 739 1 4,457
Kodiak & Peninsula 13,375 29,836 - 43211
Catcher Vessels Delivering At-sea 17 - - 17
Central Gulf of Alaska - 5,255 106 5,361
Southeastern Gulf of Alaska - - 63 63
Total Catch 17,249 36,150 170 53,569
Discarded
Catch  |(Bering Sea and Aleutian Islands - - - -
Catcher Processor 39 25 0 64
Kodiak & Peninsula 7 151 - 157
Catcher Vessels Delivering At-sea - - - -
Central Gulf of Alaska - 2 - 2
Southeastern Gulf of Alaska - - 0 0
Total Discards 46 178 0 224
Retained
Catch  |Bering Sea and Aleutian Islands 140 320 - 460
Catcher Processor 3,678 714 i 4,393
Kodiak & Peninsula 13,369 29,685 - 43,054
Catcher Vessels Delivering At-sea 17 - - 17
Central Gulf of Alaska - 5,253 106 5,359
Southeastern Gulf of Alaska - - 63 63
Total Retained 17,203 35,973 170 53,346

Note: None of the Bering Sea and Aleutian Islands True Motherships took deliveries of Gulf Pacific cod.

Source: 1996 National Marine Fisheries Service Blend Data
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Table 2.17¢_Offshore Sectors Catch (mt) of Gulf of Alaska Pacific Cod in the 1996 Pacific Cod Target Fishery.

Offshore Harvest Area
Processor Location Western Gulf  Central Guif Eastern Guif] Grand Total
Total Catch |Bering Sea and Aleutian Islands - S - -
Catcher Processor 556 836 - 1,392
Kodiak & Peninsula - - - -
Catcher Vessels Delivering At-sea 2 1,663 - 1,665
Central Gulf of Alaska - - - -
Southeastern Guif of Alaska - - ~ -
Total Catch 558 2,499 ~ 3,057
Discarded
Catch  |Bering Sea and Aleutian Islands - - - -
Catcher Processor 57 9 - 66
Kodiak & Peninsula - - - -
Catcher Vessels Delivering At-sea - 11 - 11
Central Guif of Alaska - - - -
Southeastern Guif of Alaska - - - -
Total Discards 57 21 - 78
Retained
Catch  |Bering Sea and Aleutian Islands - - - -
Catcher Processor 499 827 - 1,326
Kodiak & Peninsula - - - -
Catcher Vessels Delivering At-sea 2 1,652 - 1,654
Central Guif of Alaska - - - -
Southeastern Gulf of Alaska - - - -
Total Retained 501 2,479 - 2,980

Note: None of the Bering Sea and Aleutian Islands True Motherships took deliveries of Guif Pacific cod.

Source: 1996 National Marine Fisheries Service Blend Data
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Monthly wholesale prices of selected frozen fish blocks and fillets, F .O.B. East Coast, 1994-1996, in

- able 2.19.
' cents/lb.
Blocks
Alaska Pollock
Minced '
Month Cod Cod Imported  Domestic
1994
Jan 172.5 450 66.5 85.0
Feb 172.5 450 66.5 81.0
Mar 172.0 45.0 66.5 81.0
Apr 170.0 TFQ 67.5 800
May 170.0 440 67.5 80.0
Jun 172.5 440 67.5 80.0
Ju 172.5 40 67.5 80.0
Aug 175.0 440 67.5 79.0
Sep 177.5 440 66.5 79.0
Oct 177.5 40 66.5 81.0
Nov 182.5 435 66.5 82.5
Dec 187.5 435 67.5 86.5
1995
Jan 1875 435 67.5 86.5
Feb 1875 435 69.0 875
Mar 190.0 435 69.0 88.5
Apr 192.5 435 71.5 885
May 1925 435 715 92.5
Jun 190.0 40 71.5 93.0
Ju 190.0 440 735 95.5
Aug 190.0 40 76.0 1010
Sep 187.5 475 79.0 107.5
Oct 187.5 475 79.0 107.5
Nov 187.5 475 79.0 107.5
Dec 187.5 520 79.0 81.5
1956
Jan 172.5 520 815 107.0
Feb 162.5 550 81.0 92.5
Mar 162.5 56.0 81.0 87.5
Apr 162.5 56.0 78.0 85.0
May 162.5 56.0 78.0 85.0
Jun 162.5 56.0 78.0 85.0
Jul 162.5 56.0 78.0 85.0
Aug 162.5 56.0 76.0 87.5
Sep 1525 56.0 76.0 87.5
Oct 152.5 56.0 76.5 87.5
Nov 152.5 56.0 : 76.5 92.5
Dec 157.5 56.0 76.5 92.5
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24.12.4 Gulf of Alaska Pollock - Current Status of the Fisheries under the Allocations

The inshore/offshore Amendment allocated 100% of GOA pollock to the inshore sector. To a large degree, the
inshore/offshore dispute came about because of an influx of catcher-processor activity in the GOA in the spring
of 1989. That year, domestic catcher-processors fished heavily for roe bearing pollock and the fishery closed
much earlier than expected. In 1988, shore based processors in the Gulf were able to process most of the pollock
TAC because the foreign and J.V. processors had been relegated to the BS/AL. The few domestic catcher-
processors had also chosen to concentrate their efforts in the BS/AI where the TAC and biomass were higher.
This led to the eventual ban on roe stripping and to seasonal allocations of the pollock TACs. In 1991, the
Council and NMFS enacted quarterly apportionments for GOA pollock harvests along with a delay in the opening
of the second apportionment, the latter of which was to prevent the influx of effort from BS/AI to GOA pollock
fisheries by coinciding with the BS/AI ‘B’ season opening. In 1996, the third and fourth seasonal apportionments
were combined so that trimester allocations now occur for January (25%) , June (25%), and September (50%)
openings. In 1998, the Council adjusted the allocation percentages to 25/35/40 for the Western and Central areas
because of concerns for Steller sea lions.

The season length for the inshore pollock fishery
in each Gulf subarea for 1991-97 has fluctuated
widely, but an overall trend is for a shortened
fishing season even as TACs have been increased
(Figure 2.6). In the Western Gulf (Area 610), the
directed season lasted approximately 90 days in
1991, fell to approximately 54 days in 1992,
rebounded to 88 days in 1993, and averaged 18
days for 1994-97. The Central Gulf (Area 620
and 630) directed pollock fishery has also
shrunk, from approximately 90 days in 1991 to
a low of 16 in 1995 for Area 620; the 1997 610 W s» W s W 54045
season lasted about 45 days. In Area 630, the
season length has ranged from 90 days in 1993 to  Figure 2.6 Season length (days) in the inshore

slightly less than 10 days in 1996; the 1997 pollock fishery by GOA subarea.
season lasted 34 days.

Table 2.11 lists the pollock catch and exvessel value for the GOA and BS/AI and inshore/offshore sector.
Pollock catches (mt) are approximately at 60% of the five year (1992-96) average for the GOA offshore sector,
and slightly below the average for the inshore sector. The commercial pollock catch in the GOA totaled 51
thousand mt (round weight) in 1996, with an exvessel value of $10.4 million. For 1996, offshore pollock catches
totaled 3 thousand mt worth $0.2 million, while the inshore catches totaled 49 thousand mt worth $10.2 million.

Effort as measured by fishing vessel weeks by catcher vessels targeting Pacific cod in the BS/AI and GOA is
listed in Table 2.12. Of 2,412 weeks of pollock fishing by catcher trawl vessels in the GOA during 1992-96, 18%
of fishing effort was by vessels <60 ft; 76% was by vessels 60 - 124 ft, and 6% was by vessels >125 ft. Pollock
was the target fishery for CPs in the GOA for only 7 weeks during this five-year period (Table 2.13).

Of the 6,358 fishing weeks targeting Pacific cod by trawl catcher vessels in the BS/AT, <1% was by vessels <60
ft; 74% was by vessels 60 - 124 ft, and 25% was by vessels <125 ft (Table 2.12). Of the 2,687 fishing weeks
targeting pollock by BS/AI trawl CPs, <1% was by vessels 60 -124 ft; 42% was by vessels 125 - 230 ft, and 57%
was by vessels >230 ft (Table 2.13). Effort declined by 10% in the >230 fi category in 1996, compared with the
five-year average.
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Effort as measured by vessels participating in the directed GOA pollock fisheries by inshore/offshore sector is
provided in Table 2.14. Of 101 trawlers in the 1996 fishery, 95% participated in the inshore fishery and 5% were
offshore. Participation in 1996 was down by 14% for the offshore and equal to the five-year average for the
inshore sector.

Production of pollock into fishery products is listed in Table 2.16. Pollock is generally processed into surimi,
fish meal, fillets, and roe. The pollock target fishery accounted for near 85% of the GOA pollock TAC in 1996
(Table 2.20). Less than 3% of pollock taken in the target fishery was discarded. Nearly all of the retained catch
were processed by GOA processors.

Table 2.21 depicts the production of various product forms from the GOA by sector and processing location for.
1996. More than 90% of GOA pollock were processed by GOA shore plants. Monthly wholesale prices of
Pacific cod and minced Pacific cod are reported in Table 2.19. .

A careful examination of the figure reveals some broadening of seasons from 1991 to 1994. The most
pronounced spike occurs in the fourth quarter of 1991, when nearly 20,000 tons were harvested in a single week.
In later years, the fourth quarter allocation (the third mode) was harvested in periods lasting two weeks. Looking
at the second and third quarters as a single mode reveals that in 1991 harvests grew steadily in the second quarter - -
and then jumped as the third quarter apportionment was released. In 1992, 1993, and 1994, there are two .
distinguishable modes corresponding to each apportionment, with the second apportionment generally lasting
longer than the third, which in each year has been harvested in two weeks. Harvests of the first quarter
apportionment also show a mini bi-modal distribution. This occurs as areas are shut down generally progressing
from west to east. Also evident is the delay of the trawl opening to January 20 which began in 1992.

Table 2.20 depicts the total amount of pollock discarded, the amount retained, and the total catch for the inshore
sector for 1996. Less than 3% of pollock in the target fishery was discarded in 1996. Of the retained catch, 97%
were processed by Gulf shore plants.

Pollock is generally processed into two major product forms: 1) fillets; and 2) surimi. Table 2.21 depicts the
production of various product forms from the GOA by processing location for 1996. More than 91% of GOA
Pacific cod are processed by Gulf shore plants. Across all processors, most of the Pacific cod is processed into
fillets (block and individual quick frozen) (41%) and surimi (40%). Lesser amounts are mince, deep skin fillets,
meal, oil, and roe products.

2.4.125 Projected Outcomes Under Alternative 2: Reauthorization
2.4.1.25.1 Harvest and Processing

Under Alternative 2, allocation percentages would be the same as they have been for the past six years for the
GOA: 100% of the pollock and 90% of the Pacific cod would be allocated inshore. Continuation of the
allocations, combined with the vessel moratorium and license limitation program, will result in approximately
the same patterns of harvesting and processing as have occurred in the past three years, except as modified by
other restrictions such as PSC related closures or mandatory retention standards. Further, it is likely that the same
harvesting and processing vessels would be participating in these activities. Additional action recommended by
the Council has placed further restrictions on the movement of vessels from the BS/AI to the GOA in these
fisheries (simultaneous season openings, vessel registration, and stand-down requirements).

Though the relative proportions of harvesting and processing by sector would not be expected to change, resource

conditions for the two GOA fisheries are significantly different than they have been in the past two to three years.
GOA pollock are increasing in abundance, with current 1998 ABC (130,000 mt) and TAC (124,730 mt) set at
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~the highest level since 1986. This is the reverse situation from when the Council was deliberating I/O2, when
pollock abundance and TACs were declining. GOA Pacific cod are also increasing in abundance since /O2. The
ABC was set at 77,900 mt, with TAC reduced by a State water fishery to 66,060 mt. State and Federal harvests
will match the 1991 ABC, the highest in the last ten years.

Table 2.20 Total Catch (mt) of Gulf of Alaska Pollock in the Pollock Target Fisheries.

Catch Area
Processor's Location Westem Gulf Central Gulf  Eastern Gulf Total
Gulf of Alaska 21,720 22,754 781 45,255
Bering Sea and Aleutian Islands 1,089 - - 1,089
CVs Delivering At-sea & CPs 340 83 - 423
Total 23,149 22,837 781 46,767
1996 Pollock TAC 2,810 26,520 25,480 54,810
Discarded Catch (mt) of Gulf of Alaska Pollock in the Pollock Target Fisheries

Catch Area
Processor's Location Western Gulf Central Guilf Eastern Gulf Total
Gulf of Alaska 86 1,101 6 1,193
Bering Sea and Aleutian Islands - - - -
CVs Delivering At-sea & CPs 8 - - 8
Total 94 1,101 6 1,201
Source: 1996 National Marine Fisheries Service Blend Data.
Retained Catch (mt) of Guif of Alaska Pollock in the Pollock Target Fisheries

Catch Area
Processor's Location Western Guif Central Gulf  Eastern Guif Total
Gulf of Alaska 21,634 21,653 775 44,062
Bering Sea and Aleutian Islands 1,089 - - 1,089
CVs Delivering At-sea & CPs 332 83 - 415
Total 23,055 21,736 775 45.566

Source: 1996 National Marine Fisheries Service Blend Data.
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Table 2.21 Products Produced (mt) from the 1996 Guif of Alaska Pollock Target Fishery

Deep
Fillet/Block  Skin
Processor’s Location Surimi Minced and IFQ Fillet Meal Oil Roe Total %
Gulf of Alaska Shorebased 3,997 464 4,945 28 1,033 101 520 11,087 91.3
Gulf of Alaska At-sea - - 30 14 - - - 44 04
Bering Sea and Aleutian Islands Inshore 807 3 6 8 54 74 55 1,007 83
Total mt | 4,804 467 4,980 51 1,087 174 575 12,139
% 39.6 38 4] 04 9 14 4.7

One consideration relative to GOA pollock is the impact to the pollock stocks themselves, and the ability of
fisheries managers to effectively monitor catch rates and prevent quota overruns. The pollock quotas are divided
into three trimester allocations, in 25/35/40% allocations for both the Western and Central Gulf areas.
Alternative 2 would limit the harvest of this resource to smaller, shore based vessels with much lower catching -
capacities than, for example, larger factory trawl vessels. The ability to effectively monitor pollock catch, and
prevent quota overruns, would be maintained and enhanced under adoption of this Alternative 2.

Viability of inshore processing plants in the GOA is heavily dependent on groundfish resources, particularly
pollock and Pacific cod. A continuation of the I/O2 allocations under Alternative 2 would facilitate continued
viability of these plants. Additional processing opportunities have occurred with extended fishing periods under
higher seasonal allocations as a result of increased TACs. The trend for Pacific cod and pollock in the GOA
appears to be steady or slightly increasing for the next few years at least.

2.4.1.2.5.2 Stability Implications

The Council’s problem statement for this analysis emphasizes the issue of stability in the fishing industry and
between affected industry sectors. Partly due to the inshore/offshore allocations in place through 1998, the
industry is in a different state than existed in 1991. Further, the vessel moratorium and license limitation are
steps in the Council process of moving toward comprehensive rationalization. While the Council is under a
moratorium for approving future IFQ programs until October 2001, the Council has continued to express an
interest in developing IFQ programs for at least the pollock fisheries, and possibly for all North Pacific
groundfish.

In the interim, a stable environment in the fisheries has been cited by the Council as critical to successful CRP
development. Indeed, the disruption of existing distributions of harvesting and processing of pollock and Pacific
cod, and the business relationships based on those distributions, could have serious and adverse implications for
successful CRP development.

It is intuitively obvious that, compared to Alternative 1, continuation of the inshore/offshore allocations as they
now exist would result in the least change to the status quo. Stability is epitomized by lack of change in a given
industry or between sectors in a given industry. The existing allocations provide a reasonable assurance to each
ndustry sector involved regarding the amount of fish for harvesting and processing. Business planning is largely
affected by these allocations for both inshore and offshore processors and harvesting vessels which deliver to
them. The continuation of these allocations would maintain the relationships between these sectors as they have
developed since 1991. The stability which has been established between these various industry sectors may not
guarantee survival of entities within these sectors, but may be crucial to the successful fruition of the CRP
program, and possible future IFQ program. Even without further management programs, the GOA pollock and
Pacific cod fisheries will benefit from the stability provided by these allocations.
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One other aspect of stability which may hinge indirectly on the inshore/offshore allocations is the prices of
pollock products. As was seen in the EA/RIR for I/O2, prices for pollock products, particularly fillets and surimi,
increased dramatically in 1991 and 1992, prior to the approval and implementation of the allocations. Once the
allocations were implemented, these prices fell back to around previous levels, a dramatic decrease from the
prices experienced in 1991 and 1992. To the extent that these price fluctuations were caused by uncertainty
associated with the potential processing allocations, a continuation of the allocations would more likely smooth
out these fluctuations relative to allowing the allocations to expire.

2.4.12.5.3 In-Season Management

In addition to unquantifiable effects on small fishing communities, reauthorization of the inshore/offshore
allowances under Alternative 2 would benefit in-season management of small, hard-to-manage quotas. Overages
of quarterly and trimester releases of TACs have frequently occurred in the GOA pollock and Pacific cod fisheries
(Table 2.22). While many seasonal allowance overages have been reduced or eliminated by the end of the year
tally, some year-end TAC overages persist. These in-season overages have approached 200% in 1995 (WGOA
offshore pollock) and 140% in 1997 (WGOA pollock).

Table 2.22 In-season allocation and TAC overages (%) in the GOA pollock and Pacific cod
fisheries, 1995-98. (I = inshore; O = offshore)

1998 1997 1996 1995
Asof:| 21-Mar| 1-Mar 16-Aug 31-Dec| 16-Mar 10-Aug 31-Dec| 11-Mar 12-Aug 31-Dec
Pollock
Western 87| 148 92 141 130 73 95 133 98 102
Central 991 121 100 105 112 72 96 118 104 85
Eastern 94| 153 106 102 188 99 98 100 100 158

Pacific cod
Western [ 121 94 106 105 103 105 105 67 101 103
Western O 4 31 38 39 112 99 101 91 197 197
Central [ 106 55 95 103 74 106 109 60 89 101
Central O 1 0 6 20 68 123 125 48 85 90
Eastern | 47 34 73 100 4 30 32 19 36 32
Eastern O 0 22 5 | 0 1 1 0 1 3

Seasonal allowances were designed to allow for business planning by the fishing industry, as well as to temporally
and spatially separate the fleet from marine mammal grounds. This has been particularly critical for the pollock
fleet and Steller sea lion, which are endangered in the Western and Central GOA. Sixteen rookeries and
approximately 50 haulouts of the endangered western population of Steller sea lion are located within these two
regulatory areas.

The 1998 Biological Opinion on the effects of the 1998 TAC specifications and Steller sea lions reports that

GOA fisheries could adversely impact the foraging success of Steller sea lions by: (1) depleting fish resources
in a local geographic area due to aggregation of fishing effort; (2) fishing pressure could alter the age structure
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of fish stocks targeted by and fishing, shifting the biomass to a younger age class; and (3) fishing could alter the
actual and relative abundance of fish stocks in the ecosystem and increase the dominance of less desirable fish
species as food for the Steller sea lions.

Recent actions recommended by the Council and instituted by NMFS to minimize these seasonal allowance
overruns have been described in Section 2.1.3. Despite these efforts, seasonal allowance overages have continued
into 1998 for Western and Central GOA inshore Pacific cod. These allowances would face even greater threat
to overages and shorter seasons should the inshore/offshore allowances be allowed to expire. Increased effort
by offshore -based catcher and catch/processor vessels would decrease the ability of in-season management to
monitor and accurately predict appropriate closure dates to avoid exceeding seasonal allowances, resulting in
possibly deleterious effects on Steller sea lions.

242 Consistency with the Current Problem Statement

The Council’s problem statement for the proposed reauthorization of Amendment 40 emphasizes the issue of. .
stability in the fishing industry and between affected industry sectors. Stability is epitomized by lack of change.
in a given industry or between sectors in a given industry. The existing allocations provide a reasonable
assurance to each industry sector involved regarding the amount of fish for harvesting and processing. Business- -
planning is largely affected by these allocations for both inshore and offshore processors and harvesting vessels
which deliver to them. The continuation of these allocations would maintain the relationships between these
sectors as they have developed over the past six years and maintain the stability of Gulf harvest and processing
operations, and the communities which depend on those operations.

Projections are not quantitatively performed for the GOA fisheries, but the impacts to the GOA pollock and
Pacific cod fisheries would be expected to be relatively greater than those in the BS/AL if the allocations are
allowed to expire. The much smaller quotas in the GOA have the inherent ability to be more dramatically
affected without the protection provided by Amendment 40. The current allocations provide some level of
stability for the harvesting and processing sectors in both areas. Current operating and business relationships
which rely on that stability would likely be compromised if the allocations were allowed to expire. Continuation
of the allocations (Alternative 2) may provide the stable operating environment necessary for eventual
implementation of further CRP management programs or other measures.

243 Impacts on Small Entities (Regulatory Flexibility Act)

The Regulatory Flexibility Act requires an examination of the impacts of proposed actions on small businesses,
small organizations, and small jurisdictions to determine whether a substantial number of these small entities will
be significantly impacted by the proposed management measures. When a Council determines that the proposal
will have a significant impact on a substantial number of small entities, it must prepare an initial regulatory
flexibility analysis (IRFA) to be provided to the Small Business Administration and the public for review and
comment.

In general, fishing vessels and many processing operations are considered (under NMFS guidelines) to be small
businesses. The action under Alternative 2 would impact the entire GOA commercial fishing fleet. In 1996, the
most recent year for which vessel participation data is available, 1,508 vessels participated in the groundfish
fisheries of the GOA; 1,254 longline vessels, 148 pot vessels, and 202 trawl vessels. The commercial pollock
catch in the GOA totaled 51 thousand mt (round weight) in 1996, with an exvessel value of $10.3 million. The
Pacific cod catch in the GOA totaled 68 thousand mt (round weight) in 1996, with an exvessel value of $25.2
million. Catch and value by sector are listed in Table 2.23
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Alternative 2 will positively impact a | Tapje 2 23 Catch (in 000's) and exvessel value of 1996 GOA

majority of small entities. Most of the | ;)15ck and Pacific cod fishery by sector.
businesses involved in the support service

indusgy (eg., e_quipment, suppliqs, fuel, At-sea Inshore Total
groceries, entertainment, transportaupn) are ot SM mt $M mt $M
considered to be small businesses

. . . X Pollock 3 2 49 102 51 10.3
(basically, a small business is any business | p e c0q 13 49 55 203 68 252

with an annual gross revenue of not more

than $2 million; 13 CFR part 121).
Alternative 2 could benefit small harvesting
and processing operations associated with the one component and, conversely, negatively impact small operations
associated with the other component. The magnitudes of the impacts are related to the sizes of the allocations
and the size of the operations. The support industry benefits directly from the economic activity in both the
inshore and offshore sector. Probably, the loss in revenue associated with one component will be offset by gains
obtained from the other. Given other fishing activities of C/Ps (in the BS/AI), their continued exclusion from the
GOA fisheries is not expected to significantly (negatively) impact their operations. Since positive impacts are
not deemed to have a “significant” impact on small entities, the Council’s actionwith respect to the GOA is not
expected to have significant impacts relative to the RFA. However, because there will be a single rulemaking
for the GOA and BSAI combined, and because the proposed action may have significant impacts relative to
operators in the BSAI (see Section 8.4 of this document), the overall effect is a finding of significance relative
to the combined IRFA.

The reporting, record keeping, and other compliance requirements are specified in the regulations implementing
Amendment 40 of the GOA FMP in 50 CFR Part 679.5, Subpart A. In summary, for the inshore/offshore issue,
the owners of processing vessels must declare on their applications for Federal permits whether they are part of
the inshore component or offshore component.

2.5 The Council’s Preferred Alternative for the GOA

The Council selected the option which rolls over the current inshore/offshore allocation in the GOA. As
discussed earlier, this option should provide the most stabile operating environment for harvesters and processors
in the GOA. It will allow the pollock and Pacific cod fisheries to be prosecuted as they have for the past six
years, with 100% of the pollock and 90% of the Pacific cod allocated to the inshore sector. The allocation is for
three calendar years (1999, 2000, and 2001). If the Council does not take further action, the I/03 allocation will
expire on December 31, 2001, and there will be no allocation between the inshore and offshore sectors after that
date.
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3.0 BASE CASE - CURRENT STATUS OF THE BS/AI FISHERIES

This chapter summarizes the current status of the BS/AI pollock fisheries, primarily based on the 1996 fisheries,
the last year for which there are complete data. This information was presented initially in September 1997, for
1991, 1994, and 1996 - that detail is contained in Appendix I. That information was reviewed again by the
Council in February 1998 and additional detail has been added where necessary based on Council direction at that
meeting. Consistent with the SSC direction in September and December 1997, the analysts have attempted to
illuminate the various issues which have been raised and provide an accurate characterization of the fisheries.
Information in this chapter will be used as the baseline against which to compare the alternatives that were under
consideration.

31 Pollock Biomass and TAC Projections

Throughout the now more than 31-year history of pollock fishing in the eastern Bering Sea the catch has been
reasonably steady, averaging 1.1 million metric tons (mmt), and has ranged from a minimum of 0.2 mmt in 1964
to a maximum of 1.9 mmt in 1972. Since the advent of the U.S. EEZ in 1977, the average eastern Bering Sea
pollock catch has been 1.2 mmt and has ranged from 0.9 mmt in 1987 to 1.6 mmt in 1991. The stability of the
eastern Bering Sea pollock stock is remarkable, in light of trends in most Asian pollock stocks and North Atlantic
gadoid stocks which have collapsed or strongly fluctuated in catch and abundance.

Pollock catches have been near, or in excess of, 1 mmt since 1970, while stock biomass has ranged from 4-5 mmt
to 12-14 mmt. The Stock Assessment and Fishery Evaluation (SAFE) document for the 1996 fishing year
concluded that, “It appears that eastern Bering Sea pollock catches in the range of recent years are sustainable
and well within the productive capacity of the stock and stock fluctuations observed over the history of the
fishery.”

When the base year 1996 BS/AI SAFE document was prepared the biomass of eastern Bering Sea pollock
exceeded six million tons. Historically, eastern Bering Sea pollock ABC has been set at the F,, level of fishing,
derived from the yield per recruit model with knife-edge recruitment at age 3. For 1996, pollock ABC was set
equal to TAC for the Eastern Bering Sea and Aleutians. These were, respectively, 1.19 mmt, and 35,600 mt.

For 1998, the BS/AI Groundfish Plan Team reported to the Council in December 1997 on the condition and
potential of the Eastern Bering Sea pollock resource for the 1998 fishing year (BS/AI Groundfish SAFE
document, 1998). Based on the Plan Team and SSC recommendations, the Council recommended the following
pollock catch specifications for 1998 (mt) in Table 3.1:

Table 3.1 Pollock catch specification for 1998 (mt).

AREA BIOMA OFL ABC TAC
EBS 5,820,000 2,080,000 1,110,000 1,110,000
A-season 45%
B-season : 55%
Aleutians 106,000 31,700 23,800 23,800
Bogoslof 280,000 8,750 8,410 1,000

Scientists at the Alaska Fisheries Science Center monitor the status of pollock stocks and project probable
resource abundance. These extrapolations are based upon a cohort analysis model, tuned to resource surveys,
performed periodically by the Center’s RACE Division. The latest BS/AI projections are in Table 3.2:
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Table 3.2 Projections of BS/AI Biomass and Catch, 1997-2004.

Year Spawners  Total Biomass Catch R F Exploit  Total Number

(million) (mmt) (mmt) (tmillion)
1997 7.671 6.408 1.129 0.67 0.24 0.18 9.150
1998 8.246 6.016 1.150 5.05 0.30 0.19 10.564
1999 7.200 6.575 1.046 7.48 0.30 0.16 13.824
2000 8.725 7.492 1.109 7.97 0.30 0.15 16.463
2001 9.916 8.224 1.255 7.80 0.30 0.15 17.863
2002 10.708 8.820 1.392 8.08 0.30 0.16 18.918
2003 11.089 9.099 1.485 7.63 0.30 0.16 19.066
2004 11.075 9.094 1.521 713 0.30 0.17 18.623

Source: Status of Stocks Document, AFSC, December 1997.

These projections have implications for the analysis. For 1999-2000, the TAC level is very near (though slightly
below) current levels, and through 2001 the average TAC level is almost exactly at the current level (1.136 mmt
peryear). This simplifies the analysis in that there is no need to project impacts across any range of TAC levels,
or into the future where TAC levels are expected to increase back to levels experienced in the early 1990s. If we
were making formal net benefit projections, we would likely feel more compelled to make such long-term
projections to capture the summary impact of the allocation alternatives being considered.

Gross revenue and other impact projections will be based on a ‘snapshot’ approach; i.e., the expected impacts
relative to the status quo allocations for year one of an alternative allocation. Such impacts could be assumed
to be additive over the life of the allocation chosen, though that is likely an over- simplification due to uncertainty
over fish prices, product mix, markets, and a variety of other variables in the fisheries.

32 Pollock Seasons

The progression of season length for the BS/AI pollock fisheries is illustrated in figures 3.1 - 3.6 and tables 3.3 -
3.5. They show the length of season (number of days) for each sector, for both A and B pollock seasons and for
the combined seasons from 1991 through 1997. The offshore A-season typically is shorter than the inshore A-
season, despite having a larger allocation, and the ratio has remained fairly constant over the past few years. The
B-seasons do not exhibit the same disparity between sectors, except for 1997 when the offshore season was 70%
as long as the inshore B-season. Undoubtedly these differences are due to a variety of factors, including the
higher catching power of the offshore catcher/processors and a more spread out delivery pattern for the inshore
plants, as well as differences in processing patterns for the two sectors. Changes in the allocations between
sectors will likely change season lengths - less allocation to a sector resulting in reduced season length.
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Table 3.3 Length of Bering Sea “A” season for the inshore and offshore sectors,
1992 - 1997.

1992 | 1993 1994 1995 | 1996 1997
Inshore 46 63 41 40 42 30
Offshore 46 33 29 26 31 25
Difference (days) 0 (30) (12) (14) (11) 5)
Relative
Difference (%) 0% 52% 71% 65% 42% 83%

Table 3.4 Length of Bering Sea “B” season for the inshore and offshore sectors,
1992 - 1997.

1992 | 1993 1994 1995 1996 1997
Inshore 113 49 50 39 47 45
Offshore 57 52 55 39 47 315
Difference (days) (56) 3 5 0 0 (13.5)
Relative
Difference (%) 50% 106% | 110% | 100% | 100% 70%

Table 3.5 Length of combined Bering Sea “A” and “B” seasons for the inshore
and offshore sectors, 1992 - 1997.

1992 1993 1994 1995 1996 1997

Inshore 159 112 91 79 89 75
Offshore 103 71 69 62 78 56.5
Difference (days) (56) 41) (22) (17) (11) (18.5)

Relative
Difference (%) 65% 63% 76% 78% 88% 72%

Notes:
* Relative difference means how long the offshore sector fished compared to the inshore sector.

**1992 A-season not split between inshore and offshore sectors.
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33 Catch and Production Estimates

The most recent year for which ‘complete’ catch and production data are available is 1996. If 1996 data are
incomplete/inadequate (e.g., prices), then they are supplemented with data from earlier years. In general, the
sector profiles presented to the Council in September are expected to provide the necessary historical context to
evaluate the base year case. To the extent that consistent/comparable data are not available, results derived and
conclusions drawn will necessarily be subject to wide (although largely unmeasurable) confidence-intervals, and
will be so noted in the analysis. Catch estimates employed in the I/O3 analysis derive from one of two primary
data bases, either Alaska Department of Fish and Game’s fish ticket files, or NMFS’ blend catch data files.

ADF&G Fish Tickets: Alaska statutes require that a fish ticket be prepared and submitted to the State for each-
and every exvessel commercial landing of catch made within State waters. Fish tickets contain (among other-
entries) information on the species landed, the weight of the catch, gear-type employed, location of catch and
landing, vessel identity and identity of purchaser, date of landing, and (in some cases) value information. Fish
tickets are the official record of catch for those commercial operations to processors operating in state waters. -
Some offshore operators voluntarily submit fish ticket data to the State of Alaska, as well, but these data are
incomplete and therefore will not be employed as catch estimates for this sector.

NMEFS Blend Catch Data: In the case of NMFS blend files, catch estimates are compiled from two separate
sources, using a strict decision algorithm: Total groundfish catch for all species combined is computed each week
for each processor vessel from Weekly Production Reports (WPR) [submitted to NMFS by the operator] and
from NMFS-certified observer reports. If either of these reports is missing for a given operation in a given week,
the report which is present is selected as the catch record. If both reports are present, the blend compares the two
numbers. If the WPR and observer total catch numbers are within 5% of one another, the WPR estimate is
selected as the source. If, for pollock target fisheries®, the WPR is more than 30% higher than the NMFS
observer total catch estimate, the WPR is selected as the source. In all other cases, the observer catch estimate
report is selected as the source. The blend program then returns to the source data (WPR or NMFS-observer)
and copies the detailed record, including gear-type, area, and species. Blend records carry an identifier which
indicates which source was used to compile the individual observation.

On the basis of these data sources (utilizing the 1996 base-year and including CDQ harvests), the estimated
groundfish catch in BS/AI pollock-target fisheries, by principal I/O3 sector, is listed below in Table 3.6 below:

Processin Pollock (mt) Total Groundfish (mt)
Inshore (surimi) 319,307 325,362
Inshore (non-surimi) 76,032 78,032
“True” Mothership 121,959 124,724
Catcher/Processor (surimi) 432,308 441,594
Catcher/Processor (non-surimi) 213,756 222,649

The original Inshore/offshore Amendment to the BS/AI Groundfish FMP established an apportionment regime
which allocated 65% of the pollock TAC to the offshore sector, with the remaining 35% set aside for the inshore
sector. In the last full year of the fishery preceding I/O1 (i.e., 1991), the offshore sector actually accounted for
more than 74% of the pollock harvest in these areas, with the inshore sector reporting catches of just under 26%
of the total. The offshore catch was divided between catcher/processors (accounting for 65% of the total BS/AI

¢ Or more than 20% higher for all other targets.
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target pollock harvest, or more than 87.5% of the offshore share) and “true” motherships (accounting for just
over 9% of the total, or approximately 12.5% of the offshore target catch).

By 1996, I/O had apparently largely accomplished it’s original objective; at least with respect to reapportioning
the BS/AI pollock target catch (i.e., 35%/65% between the inshore and offshore segments of the industry). Catch
records in 1996 indicate that the inshore catch represented 34% of the total target landings of pollock in these
areas, while the offshore sector accounted for 66% of the total. Within the offshore sector, catcher/processors
accounted for 55.5% of the total BS/AI target pollock catch, with the remaining 10.5% accruing to “true”
mothership operations.

It is important to note that these respective percentage shares, by sector, were shares of significantly different
total catch amounts. That is, the total reported target pollock catch in 1991 for the BS/AI management area was
1,541,660 mt. In 1996, this total was reportedly 1,163,660 mt, nearly a 25% decline in total target catch for all
sectors combined. This means that, for example, while the inshore sector share of the total increased as a
percentage from 26% to 34%, between 1991 and 1996, the actual tonnage was virtually unchanged (i.e., 395,400
mt in 1991; 395,600 mt in 1996). In the offshore sector, the “true” mothership share as a percent of total target
catch increased, from just over 9.0% to 10.5%, but the sub-sector’s actual pollock catch tonnage declined (i.e.,
142,900 mt in 1991; 121,900 mt in 1996). And for the catcher/processor (offshore) sub-sector, the difference
was most dramatic. While this segment of the industry recorded approximately a 9.5% reduction in its recorded
share of the total BS/AI target pollock catch from 1991 to 1996, the sub-sector’s actual pollock tonnage declined
by more than 35.5% (i.e., 1,003,300 mt in 1991; 646,100 mt in 1996).

More detailed information on catch distribution is contained in Appendix 1 - for example, distribution of catch
among different vessel sizes within each category, and how that has changed over time. In February 1997 the
Council specifically requested further detail on catcher vessel harvest by delivery mode, vessel length, and catch
levels. That is presented below in Figure 3.7

Fay
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Catcher Boat Share of Pollock Harvest (1996)
by vessel "catch" category and delivery mode
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34 NMFS Management and Catch Accounting Considerations

The way in which NMFS manages and accounts for the specific I/O allocations of pollock may hold implications
for some of the alternatives (and suboptions) being considered. These involve the assignment of quota based on
target vs total catch, and the implications of some of the current sub-alternatives from the management
perspective. These include the potential separation of “true” motherships to their own category, the set aside
for catcher vessels delivering offshore, and the set aside for smaller size catcher vessels within the inshore
delivery sector. These do not necessarily affect projected analytical outcomes, but may be useful to the Council’s
consideration of alternatives. Rather than detail those issues in this section, they are incorporated in the relevant
section of the analysis, primarily in Chapter 4. Also included in these discussions are legal ramifications of some
of the suboptions; for example, the creation of a “true” mothership category which excludes future entry by
operations not currently included in this category. A discussion of how target (vs bycatch amounts) pollock is
accounted for by NMFS is provided below.

3.4.1 Accounting for Target and Non-Target Bycatch of Pollock in the BS/AI

During the course of fishing for groundfish in the BS/AL vessels in all target fisheries incidentally catch pollock,
in addition to the vessels targeting on pollock with pelagic and bottom trawl gear. Vessels directly fishing for
yellowfin sole and Pacific cod encounter the highest incidental catch of pollock; vessels directly fishing for rock
sole, flathead sole, other flatfish, Atka mackerel, and rockfish have lesser bycatches of pollock.

Table 3.7 Pollock catches and bycatches in various fisheries in 1996 (all in mt).

Target Fishery Inshore Offshore Total
Pelagic pollock 382,925 686,195 1,069,120
Bottom pollock 12,617 81,358 93,975
| Yellowfin sole 1,875 20,380 22254
Pacific cod 14,599 7,821 22,419
Rock sole 725 6,974 7,698
Flathead sole 432 3,651 4,083
Other Flatfish 424 915 1,339
Atka mackerel 0 508 508
Rockfish 0 303 303
Turbot 7 25 32
Arrowtooth 0 3 3
Sablefish 1 3 4
No retained target 28 572 600
TOTAL 413,631 808,709 1,222,339

In managing the inshore and offshore pollock TACs in the BS/AI and GOA, NMFS must monitor and account
for pollock removals in all target fisheries, not just those for pollock. Consequently, all reported catch of pollock
in the BS/AI and GOA, regardless of target fishery, is attributed to either the inshore or offshore component
depending upon whether the processor is in the inshore or offshore component. In other words, all processors are
tagged with an inshore or offshore component tag, regardless of whether or not they actually process pollock
harvested in the directed fishery for pollock.
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3.5 Product Recovery Rates (PRRs) and Utilization Rates

Groundfish Product Recovery Rates (PRRs) have been a source of contention within the BS/AI and GOA
fisheries management context, (see, for example, the discussion of PRRs in the BS/AT and GOA Improved
Retention/Improved Utilization (IR/IU) FMP amendments). PRRs are relevant to inshore/offshore in two ways:
(1) to estimate overall catch, and (2) as intrinsic factors in the estimates of overall utilization rates. In the
discussions below, the shortcomings of PRRs are noted clearly, based on previous experience in analyzing fishery
management proposals.

PRRs as a basis for catch estimates

PRRs are used by NMFS in the ‘blend system’ to estimate overall catch in the groundfish fisheries. NMFS -
Alaska Regional Office publishes a list of Standard Product Recovery Rates, by product form, which are used
in this study in combination with sector-specific TAC allocation alternatives to project expected product output,
based upon historic product-mix patterns.

PRRs are surrounded by controversy and considerable uncertainty in their estimation. Changes to the assumed,
standard PRRs would result in some changes to estimates of overall catch by sector. The most recent discussion
of the use of PRRs was in the IR/IU analysis. In the final analysis of that amendment to the BS/AI groundfish
plan, dated May 21, 1997, Section 4.2.3 discussed the use of PRRs in monitoring and compliance. It noted that
PRRs can vary, not only between operations, but within any single operation, over the course of the season. Such
factors as the size and condition of the fish, seasonality, efficiency/performance of processing equipment, and
market demands (affecting product form/quality/mix), may all influence the actual realized recovery rates for any
given operation. Any operation, at any time, may obtain an actual PRR which significantly differs from the
published standard.

Nevertheless, NMFS has developed standardized PRRs for use in tracking aggregate fleet performance and
overall catch. NMFS uses these standards also for performing calculations for directed fishing and other
formulas. The standard PRRs are approximations of the average product recovery rate performance observable
in the fleet over a given interval of time, e.g., a fishing year, or season opening.

The IR/IU approach is used in this analysis. It acknowledges that PRRs are variable and uncertain, but uses the
same “Official NMFS Product Recovery Rates” as the basis for judging utilization (by way of overall catch) as
discussed further below. It is beyond the scope of the current analysis to derive separate PRRs or question the
harvest estimates provided by NMFS on the basis of PRRs. It should also be noted that PRRs may change
significantly over the next few years as new product forms are developed in response to new requirements to
retain and utilize all pollock and Pacific cod.

In the original inshore/offshore analysis PRRs were a major variable of contention. At that time overall catch
estimates were derived primarily from application of PRRs to the production reports, for both sectors involved.
It was also possible to input a variety of PRRs (as well as prices, costs, and other variables) into the Monte Carlo
simulation models to obtain probability distributions of expected net benefits. The current analysis does not
employ that modeling technique. Nor should PRRs be as contentious this time around, since underlying catch
estimates are not nearly so dependent upon PRRs as they were in 1991. Further, to the extent that actual PRRs
differ from the published standards, such differences would essentially be captured in the overall utilization rate
comparisons.
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rall Utilization R.

The second important aspect of PRRs is associated with the treatment of rel/ative ‘utilization’ rates, per unit of
raw pollock input. Specifically, in order to address the Council’s request for relative sectoral-performance
indices, pollock catch estimates are compared to reported product output quantities to derive a crude measure
of utilization by sector. The resulting analytical output expresses the effective aggregate ‘Utilization Rate’ for

each operational sector.”

In Table 3.8 listed below are the analytical base-year (1996), these relative utilization estimates, by sector-

category:

Table 3.8 1996 Catch, Production and Utilization Rates.

Processing Category Pollock Catch(mt)*
Inshore (surimi) 319,307
Inshore (non-surimi) 76,032
“True” Mothership 121,959
Catcher/Processor (surimi) 432,308
Catcher/Processor (non-surimi) 213,756

Pr

*

110,928
20,513
30,391
90,750
42,349

‘Effectiv

*Includes CDQ catch and production, because production cannot be broken out for Inshore deliveries.

’ P

34.74%
26.98%
24.90%
21.01%
19.81%

When we examine the overall utilization rate based only on selected products (excluding meal production
basically), the effective rates fall for all sectors, though the reduction is slightly more for the inshore sector
overall, due to a higher proportion of overall meal production. To illustrate the change in overall utilization over
time, Table 3.9 below provides similar information for 1996, 1994, and 1991.

- Table 3.9 Production and Total Catch of Target Pollock in the Bering Sea and Aleutian Islands in
1991, 1994, and 1996.
1996 Total Total Limited
Catch Product Products*
Fillet Catcher Processor  Tons 213,756 42,349 42 349
Product/Total Catch (PRR) 19.81% 19.81%
Surimi Catcher Processor Tons 432,308 90,750 78,438
Product/Total Catch (PRR) 21.01% 18.14%
“True” Mothership Tons 121,959 30,391 25,375
Product/Total Catch (PRR) 24.90% 20.81%
Inshore Tons 395,339 131,441 103,577
Product/Total Catch (PRR) 33.25% 26.20%
BS/AI Total Tons 1,163,362 | 294,931 249739
Product/Total Catch (PRR) 25.35% 18.65%

7 Weekly Production Reports (WPR) are the sole source of product data for these fisheries. Because WPRs
are compiled and submitted by the operator, these data are effectively ‘self-reported’ (i.e., there is no independent source

of verification).
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Aleutian Islands in 1991, 1994, and 1996.

Table 3.9 (continued) Production and Total Catch of Target Pollock in the Bering Sea and

1994 Total Total Limited
Catch Product Products*
Fillet Catcher Processor  Tons 233,005 44011 41,231
Product/Total Catch (PRR) 18.89% 17.70%
Surimi Catcher Processor Tons 535,669 103,571 88,150
Product/Total Catch (PRR) 19.33% 16.46%
“True” Mothership Tons 113,077 24 864 19,480
Product/Total Catch (PRR) 21.99% 17.23%
Inshore Tons 423912 128,547 94,676
Product/Total Catch (PRR) 30.32% 22.33%
BS/AI Total Tons 1,305,663 300,993 243537
Product/Total Catch (PRR) 23.05% 18.65%

Aleutian Islands in 1991, 1994, and 1996.

Table 3.9 (continued) Production and Total Catch of Target Pollock in the Bering Se

a and

1991 Total Total Limited
Catch Product Products*
Fillet Catcher Processor  Tons 265,249 43,598 35,032
Product/Total Catch (PRR) 16.44% 13.21%
Surimi Catcher Processor Tons 738,069 129,846 110,839
Product/Total Catch (PRR) 17.59% 15.02%
“True” Mothership Tons 142,956 26,606 19,899
Product/Total Catch (PRR) 18.61% 13.92%
Inshore Tons 395421 90,525 57,982
Product/Total Catch (PRR) 22.89% 14.66%
BS/AI Total Tons 1,541,695 300,355 231,491
Product/Total Catch (PRR) 19.48% 15.02%

*Limited Products include surimi, minced, fillet, oil, and roe products.

Concerns about interpreting comparative ‘utilization’ rates, among the several elements of the domesti¢ pollock
target fishing industry of the BS/AIL have been cited above in reference to basic PRRs. Utilization rates are not
directly monitored and reported by independent observers. Therefore, the performance data which can be derived
are subject to interpretation. While utilization is an important topic of concern within the Council’s /O3 debate,
the ability of the analysts to address this topic in a rigorous empirical way is quite limited. It is assumed that the
issue of overall utilization (how much total product is produced per ton of raw pollock input) raised in Council
discussions, and highlighted in the Council’s /O3 Problem Statement, remains a principal concern of the Council.
Therefore, the analysis in Chapter 4 incorporates overall utilization rates in the gross revenue projections.

Additional discussions regarding utilization rates are contained in Chapter 7.
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3.6 Discards

Discards - The source of discard estimates employed in this analysis depends on how total catch is estimated
for a particular vessel or processor. For catcher/processors and “true” mothership vessels with NMFS-certified
observers onboard, the NMFS "blend" system is used to estimate total catch by species. In the case of at-sea
processing operations without a NMFS-certified observer onboard, the agency uses the estimates of discards
provided by the processor on the WPR. For unobserved catcher vessels delivering to shoreside processing plants,
NMFS applies information about the weight and species composition of discards from observed catcher vessels
operating in the same area, using the same gear-type, and participating in the same directed fishery.

For fish landed and then discarded from shoreside processing plants, NMFS uses information supplied by
processors on WPRs about the weight and species composition of plant discards, regardless of whether the plant
is observed or unobserved. It is difficult to assess the accuracy of either industry or observer estimates. In the
case of at-sea operators, neither source provides direct measurement of discards, and once the discards are made,
estimates cannot be verified. On-shore estimates, drawn from WPRs, are no better documented, since they depend
solely on the data supplied by the operation, itself, and are filed with NMFS well after the discards have been
sorted and disposed of, making physical verification impossible.

For the base-year, discard estimates by sector in pollock target fisheries in the BS/AI were reported as described
in the following Table 3.10. These discard statistics may be misleading, however, as the Council considers the
various /O3 alternatives, because of the consequences of the Improved Retention/Improved Utilization
Amendments (IR/IU) to the BS/AI and GOA Groundfish FMPs. Under those amendments, beginning January
1, 1998, all discards of pollock and Pacific cod will be prohibited, by any operation fishing groundfish, with any
gear-type, in the EEZ off Alaska. Therefore, for purposes of this analysis, it assumed that pollock and Pacific
cod discards in pollock target fisheries will be effectively ‘zero’.

All else being equal, discards of other groundfish species, not regulated under IR/IU, will be assumed to be as
observed in the base-year (1996), unless otherwise indicated. This simplifying assumption may perhaps be
unrealistic, since actions taken to eliminate pollock and Pacific cod discards could change the pattern of discards
of other groundfish. Unfortunately, it may take the monitoring of several seasons of fishing activity under IR/TU
to fully assess these changes. Alternative scenarios can be envisioned within which discards of other groundfish
species both increase and decrease, as the fleets attempt to adjust to a new operational environment. Until
empirical data become available, the ‘true’ effect on discards cannot be anticipated.

In addition to the potential impacts of IR/IU on discards under /O3, several sub-options within the current
inshore/offshore proposal have the capacity to alter discard pattems for some segments of the industry. For
example, changes in access to specific sub-areas or fishing grounds (e.g., CVOA) may have significant
implications for discard patterns for some sectors.

The AP requested information regarding the magnitude of continued regulatory discards in the pollock fisheries.
Separation of economic and regulatory discards is difficult for a variety of reasons, and quantitative estimates
of regulatory discards are unavailable. It will require more experience under the IR/IU program for such estimates
to be made. '
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~Table 3.10
Catch (Including CDQ) and Discards of Groundfish in the 1996 BS/AI Pollock Target Fishery

Catch Species Discards Species Discard
metric tons percent of metric tons percent of rate
' catch discards

Non-surimi Catcher/Processors

Pollock 213,756 96.0% 5,268 42.7% 2.5%
Pacific cod 4,076 1.8% 3,497 28.4% 85.8%
Turbot 6 <.1% 6 <.1% 100.0%
Rock sole 1,035 .5% 812 6.6% 78.5%
Yellowfin 1,205 .5% 906 7.3% 75.2%
Flathead 1,504 7% 914 7.4% 60.8%
Arrowtooth 385 2% 375 3.0% 94.8%
Flat other 184 .1% 115 .9% 62.7%
Rockfish 18 <.1l% 16 .1% 84.7%
Atka mack 1 <.1% 1 <.1l% 100.0%
Ooth/unk 470 .2% 425 3.4% 90.3%
Groundfish

total 222,649 100.0% 12,334 100.0% 5.5%

Non-surimi Inshore Processing

Pollock 76,254 97.7% 845 38.8% 1.1%
Pacific cod 1,225 1.6% 841 38.6% 68.7%
Rock sole 64 1% 61 2.8% 96.2%
Yellowfin 7 <.1l% 4 .2% 59.3%
Flathead 67 1% 58 2.7% 86.9%
Arrowtooth 98 .1% 97 4.5% 98.9%
Flat other 58 1% 57 2.6% 99.0%
Rockfish 48 .1% 38 1.7% 77.7%
Atka mack 149 .2% 115 5.3% 77.6%
Oth/unk 63 .1% 63 2.9% 99.9%
Groundfish

total 78,032 100.0% 2,180 100.0% 2.8%

‘Non-surimi’ designation denotes catch processed by processors which did not report making pollock
surimi in the fishing year.

Surimi Catcher/Processors

Pollock 432,308 97.9% 11,553 60.8% 2.7%
Pacific cod 4,384 1.0% 3,494 18.4% 79.7%
Turbot 31 <.1% 29 .2% 95.9%
Rock sole 790 .2% 590 3.1% 74.7%
Yellowfin 691 2% 580 3.1% 83.9%
Flathead 885 .2% 757 4.0% 85.5%
Arrowtooth 651 .1% 594 | 3.1% 91.2%
Flat other 208 <.1% 75 .4% 36.2%
Rockfish 64 <.1% 52 .3% 80.3%
Atka mack 200 <.1l% 200 1.1% 100.0%
Oth/unk 1,381 .3% 1,061 5.6% 76.8%
Groundfish

total 441,594 100.0% 18,986 100.0% 4.3%
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(Table 3.10 continued)
Surimi “True” Mothership Processing

Pollock 121,959 97.8% 430 13.6% . 4%
Pacific cod 1,991 1.6% 1,966 62.0% 98.7%
Turbot 1 <.1l% 1 <.1l% 100.0%
Rock sole 77 1% 77 2.4% 100.0%
Yellowfin 5 <.1% C) .2% 100.0%
Flathead 226 .2% 226 7.1% 100.0%
Arrowtooth 268 .2% 268 8.4% 100.0%
Flat other 67 .13 67 2.1% 100.0%
Rockfish 40 <.1l% 39 1.2% 99.3%
oth/unk 91 . 1% 91 2.9% 100.0%
Groundfish

total 124,724 100.0% 3,171 100.0% 2.5%

Surimi Inshore Processing

Pollock 319,307 98.1% 3,233 69.5% 1.0%
Pacific cod 3,569 1.1% 267 5.7% 7.5%
Sablefish 3 <.1l% <1l <.l1l% 6.7%
Turbot 19 <.1% 7 .1% 36.0%
Rock sole 82 <.1% 36 .8% 44 .5%
Yellowfin 11 <.l% 3 1% 29.5%
Flathead 530 2% 312 6.7% 59.0%
Arrowtooth 445 .1% 290 6.2% 65.2%
Flat other 497 2% 146 3.1% 29.5%
Rockfish 196 1% 59 1.3% 30.1%
Atka mack 34 <.1l% 22 .5% 63.0%
Oth/unk 669 2% 273 5.9% 40.7%
Groundfish

total 325,362 100.0% 4,649 100.0% 1.4%

‘Surimi’ designation denotes catch processed by processors which reported making any amount of pollock surimi in the fishing year.

The elimination of pollock discards may imply marginal changes to overall utilization rates discussed in the
previous section. The utilization rates for 1996 were calculated by dividing the total tons of pollock products by
the total pollock catch. That means discarded pollock were included in the denominator of the utilization rate
calculation. However, with the implementation of IR/IU in 1998, those pollock cannot legally be discarded.
Creating products out of those previously discarded fish will increase the utilization rates for all sectors of the
industry, assuming that the retained portion of the harvest would be processed the same before and after
implementation of IR/IU. While we do know the utilization rates will increase, the amount they will increase by
sector is not known. That will depend on the products produced from fish that would have been discarded prior
to IR/TU.

It is possible to calculate the maximum utilization rate that would have been realized if the discarded pollock in
1996 had been processed into round pollock. Table 3.11 shows that such an assumption could have potentially
increased the catcher processor’s utilization rate by up to 3%, inshore 1%, and “true” motherships 0.5%. We do
not expect that all the discarded pollock would have been processed into round product under IR/IU. However,
if IR/TU were in place in 1996, we would expect the utilization rate to have been between the actual and the
maximum. While the rates below may be illustrative of the IR/IU implications, they result in only slight changes
and the analyses will employ the actual (1996) rates.
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Table 3.11 Catch, Production, Discards, and Utilization Rates for 1996.

Sector Catch Product | Discards Actual Maximum
(mt)* (mt)* (mt) Utilization* Utilization
Inshore (Surimi) 319,307 | 110,928 3,193 34.74% 35.74%
Inshore (Non-surimi) 76,032 | 20,513 839 26.98% 28.08%
“True” Mothership 121,959 30,371 488 24.90% 25.30%
Catcher Processor (Surimi) 432308 | 90,750 11,672 21.01% 23.72%
Catcher Processor (Non-surimi) 213,756 | 42,349 5,344 19.81% 22.31%

*Inciudes CDQ catch and production, because CDQ production cannot be broken out from Inshore plants.

3.7 Exvessel and Wholesale Price Information

3.7.1 Inshore Exvessel Prices

Three sources of exvessel prices are reported in this section. Two are collected by the State of Alaska, the prices
reported on fish tickets and in the Commercial Operator’s Annual Reports (COAR). The third source is the
negotiated prices from the Bering Sea Marketing Association. Each of these sources has its own strengths and
weaknesses.

Commercial Operator’s Annual Reports

The COAR are our best source for inshore exvessel prices in 1996. They provide exvessel price data that include
post season adjustments. This is an important consideration in the pollock fishery, where historically, inshore
processors have offered pollock harvesters a roe bonus based on the pollock’s roe content. The weakness of the
COAR is that they are submitted for the entire year. Therefore, separating out the differences in prices paid in
the A and B season is not possible. The COAR also include payments made for CDQ pollock, so any difference
in price paid in the CDQ and open access fisheries would not be captured.

R From Inshore Poll I
Reported Tons  Reported Value $/1b.

1991 289,363 $ 54,082,820 $ 0.085
1994 464243 § 79,215,082 $ 0.077
1996 386,026 $ 72,187911 $ 0.085

ishtick

Exvessel prices are also reported on ADF&G fish tickets. The problem with using fish ticket data, and the reason
they will not be used in this analysis, is that they do not seem to include all of the post season adjustments. The
fact that these adjustments do not seem to be included is reflected in the table of fish ticket prices in Table 3.12.
Processors often pay a higher price for pollock in the A-season, because of the valuable roe. However, the prices
on fish tickets consistently report a lower A-season price when compared to the B-season. This is especially
troublesome since the Bering Sea Marketing Association reported that a roe bonus was negotiated for the 1996
pollock season.
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Table 3.12 Fishtickets from Inshore Processors

1991 Estimated Price Low Price High Pri
A-season $ 0080 $ 0.076 $ 0.085
B-season $ 008 $ 0.075 $ 0.098
Pollock Closed _ $ 0078 § 0.071 $ 0.085

1994
A-season $ 0072 $ 0.059 $ 0.086
B-season $ 0078 $ 0.066 $ 0.089
Pollock Closed  $ 0048 3 0.048 $ 0.049

1996
A-season $ 0079 $ 0.062 $ 0.096
B-season $ 0082 $ 0.070 $ 0.093
Pollock Closed _ $ 0049 § 0.043 $ 0.056

The low and high prices are the prices that are two standard deviations below and above the estimated price,
respectively.

The fish ticket prices above were estimated by the staff of the Commercial Fisheries Entry Commission (CFEC).
To arrive at these prices the following rules were applied to CFEC’s Fishticket files.

1. Selection of data.

All fish ticket data for pollock (ADF&G species codes '270") were selected from fish ticket files supplied
by the Alaska Department of Fish and Game (ADF&G) for 1991, 1994 and 1996. This selection did
not include data for CDQ pollock (ADF&G species code '970").

The Federal Zone number of the harvest area was appended to the records by merging to a statistical area
translation table received from the ADF&G (July 7, 1995). Records for the Bering Sea were selected
if the Federal zone began with a '5', Federal zone 550 excepted (Donut Hole). The observed Federal
zones were reviewed for each year.

2. Assignment of Data to Inshore/Catcher Processor/ True” Mothership Sectors:
1994 and 1996 Data

These years' fish ticket data were assigned to the inshore, catcher processor, or “true” mothership sectors
by merging to yearly vessel files maintained by the NMFS. These particular NMFS files contained the
official inshore/offshore designation for each processor. The NMFS data also contain a field that
identifies whether at-sea processors harvested their own pollock or took deliveries from catcher vessels.
The information from that field was used to determine the “true’” motherships.

Fish ticket data from offshore catcher/processor vessels were selected only if the ADF&G number of the

harvesting vessel differed from the ADF&G number of the processing vessel. This eliminated any fish
harvested by the catcher/processor itself.
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1991 Data

There was no Inshore/offshore designation in 1991, since the [/O1 did not go into place until 1992.

3. Exvessel Price Estimation

Only fish ticket data with round weight deliveries were examined. These data were then edited to remove
extraneous data entry errors before a weighted average fish ticket exvessel price was computed. This
procedure was modified from existing CFEC programs which edit prices for a wide variety of species
and product codes.

The editing procedure constructed a lower and upper boundary for acceptable fish ticket pricing
information as follows:

A. Data Assignments to Fishing Period
Data were assigned to the 'A’, B' or 'C' fishing period based upon the month of landing shown on the fish
ticket as shown in Table 3.13. The 'A’ and 'B' periods reflect targeted fisheries, and the 'C' season
contains landings occurring at other times. A hyphen (-') means that there were no data in this month.

Table 3.13: Assignment of Harvest to Season, by NMFS Designation, Month and Year

All Inshore True MS C/Ps
Month 1991 1994 1996 1994 1996 1994 1996
January A A A A A - -
February A A A A A - A
March A A A C A - A
April C C C - - - C
May C C C - - - C
June B C C C - C
July B C C - - - -
August B B C B - - -
September B B B B B B B
October C B B - B - B
November - C C - C C -
December C C - - - - -

B. Data were grouped by processor, period, gear, and delivery code.
C. Gross Outlier Test:
The first edit eliminated any data containing prices greater than $7.00 per pound or less than $ 0.011 per

pound (1994 and 1996) or prices greater than $1.00 or less than $0.01 (1991). The eliminated tickets
were placed in a separate file and reviewed. (See Test 1 in Table 3.14)
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D. Simple Average # 1

The average price (unweighted) was computed for the remaining data in each group (Mpricel). (An
unweighted average was used because legitimate prices with a small number of pounds are eliminated
below if a weighted average is used in this step.)

E. Factor of Ten Test:

Each price observation was then tested against Mpricel. Only data whose prices were > (Mpricel/9.5)
and < (Mpricel * 10) were retained. This is basically a 'factor of ten' edit. For example, if the average
price is $.08, then any record with a price of $ .80 or more is eliminated. Eliminated records were placed
in a separate file and reviewed. (See Test 2 in Table 3.14.)

F. Simple Average # 2

A second average price (unweighted) and a standard deviation was computed for the remaining data in
each group (Mprice2 and Sprice2). If the standard deviation was less than a penny ($ 0.01) then the
standard deviation was made equal to a penny. This manipulation to the standard deviation is done
because the ultimate goal is to create a low or high range; thus standard deviations less than a penny are
not helpful here.

A low range of acceptable prices was computed as Mprice2 - (3 * Sprice2). If this resulted in a negative
number for the low range, then the low range was recompute as (Mprice2/5).

Likewise, a high range of acceptable prices was computed as the Mprice2 + (3 * Sprice2). If this
resulted in a high range which was greater than twice the average, the high range was recompute as the
Mprice2 + (2 * Sprice2).

G. Low/High Test

Prices from individual records were then tested against the low and high ranges. Records with prices less
than the low range or higher than the high range were placed in a separate file and reviewed. (See Test
3 in Table 3.14). In a few instances, this examination (and subsequent look at the paper fish tickets)
resulted in a relaxation of the lower or higher boundary for a given processor and period.

H. Weighted Average Price
An average price, weighted by the pounds acceptably priced, and a standard deviation was computed for
the tickets passing the low/high test. The lowest observed priced and the highest observed price were
noted and output, as well as the standard deviation, low range, high range, number of records, amount
of pounds successfully passing through the edit, the number of total pounds in the group, the percent of
acceptably priced pounds.

I. Additional Information Appended

The summarized records were then merged to the ADF&G's Intent to Operate file, and the name, Federal
tax identification number, and type of operation of the processor appended to the records.
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Table 3.14 - Review of Fish Ticket Prices Eliminated from Final Weighted Average Price

TEST 1 Gross Outlier Test

Pounds from Percent Percent

Total Pounds Acceptably Eliminated Priced Total Priced Eliminated Priced

YEAR Harvested Priced Pounds Prices Pounds Records Records Records Records

1991 1,030,523,893 605,895,888 4,509,559 0.74 3,711 2,463 18 0.73

1994 984,222,002 922,450,895 2,563,547 0.28 5,888 4,392 38 0.87

1996 965,446,624 896,384,860 842,732 0.09 6,239 4,472 27 0.60
TEST 2 "Factor of Ten" test

Pounds from Percent Percent

Total Pounds Acceptably Eliminated Priced Total Priced Eliminated Priced

YEAR Harvested Priced Pounds Prices Pounds Records Records Records Records

1991 1,030,523,893 605,895,888 15,896 0.0 3,71 2,463 2 0.08

1994 984,222,002 922,450,895 929,783 0.1 5,888 4,392 7 0.16

1996 965,446,624 896,384,860 1,762,588 0.2 6,239 4,472 5 0.11

TEST 3 Failed low/high test

Pounds from Percent Percent

Total Pounds Acceptably Eliminated Priced Total Priced Eliminated Priced

YEAR Harvested Priced Pounds Prices Pounds Records Records Records Records

1991 1,030,523,893 605,895,888 95,765 0.02 3,71 2,463 6 0.24

1994 984,222,002 922,450,895 2,536,113 0.27 5,888 4,392 14 0.32

1996 965,446,624 896,384,860 1,175,750 0.13 6,239 4,472 26 0.54

The third data source for inshore exvessel prices comes from the Bering Sea Marketing Association. They
provided negotiated prices for the 1996 fishing seasons. The base price during the A-season was reported as
$0.08500. The processors that paid a roe bonus in the A-season used the following scale: $0.065 (<1% roe),
$0.07 (1 to 2% roe), plus $0.015/1b. for each additional roe percent thereafter. The B-season price was set at
$0.08375 per pound.

Bering Sea Marketing Association prices were not selected for use in this analysis because the prices received
by fishermen after the roe bonus was paid cannot be determined. The roe content of the fish delivered to
processors paying a roe bonus is required to make that calculation, and those data are not available.

3.7.2 Offshore Exvessel Prices

Exvessel prices for the offshore sector are unavailable for 1996. Both Fish tickets and COAR are filed on a
voluntary basis by the offshore sector of the industry. During 1996, only two firms submitted price data to the
State in either source. To release data under the confidentiality standards of the State, information must generally
be aggregated over at least four firms. Because only two firms reported prices, that information cannot be
released.

Because there is no official source of exvessel prices for the offshore sector, an alternative method to determine
exvessel prices was developed. Discussions with participants in the offshore sector indicated they typically
negotiate a agreement that is based on a percentage of the price paid to catcher vessels delivering shoreside.
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Representatives of catcher vessels and processors, taking deliveries from catcher vessels in the offshore fishery,
indicated that they generally negotiate a price that is 85-90% of the price paid to catcher vessels delivering
shoreside. Using the shoreside price of $0.085/1b. in 1996, and using the midpoint of the negotiated range
(87.5%), yields an offshore price of $0.0744/1b. This price will be used for the offshore sector.

3.7.3 Wholesale price

First wholesale prices collected under the Alaska Department of Fish and Game's COAR were used in this
analysis. Processors operating either inshore or within Alaska’s state waters are required by law to file these
reports on an annual basis. The information submitted to the State is FOB Alaska. Therefore, no shipping
charges should be included in the price reported to the State. Processors operating outside of Alaska’s territorial
waters were required to file these forms under a joint agreement between NMFS and ADF&G from 1991 through
1994. From 1995 through the present, some members of the offshore processing fleet have continued to submit
the COAR to ADF&G on a voluntary basis. However by 1996 the amount of surimi reported to the State by the
offshore sector had fallen to approximately 33% of the offshore total reported in the NMFS Weekly Processor’s

Report (Table 3.15).

Table 3.15 Reported Alaska Surimi Production in 1,000 Metric Tons

ADF&G NMFS ADF&G / NMFS
Year COAR Weekly Production Reports %
At-sea Shorebased At-sea | Shorebased At-sea | Shorebased
1990 94 38 133 40 71% 95%
1991 87 45 89 51 98% 88%)
1992 94 65 92 72 102% 90%
1993 70 71 75 75 93% 94%'
1994 66 79 93 89 71% 89%
1995 35 84 87 91 40% 92%
1996 26 74 80 76 33% 97%

Because of the small sample size the analysts were concerned that the prices reported by the offshore sector might
not accurately reflect the overall prices they were paid. The At-sea Processors Association (APA) was also
concerned about the quality of the COAR data, and voluntarily supplied their first wholesale prices for 1996
(Table 3.16).

Table 3.16 First Wholesale Prices Reported' by the At-sea Processors Association

Product $/mt _$hb
Roe $13,169 $5.97
Surimi $ 1,907 $0.86
Deep-skin Fillet $ 2,668 $121
Fillets $ 2220 $1.01
Mince $ 931 $0.42
$ 666 $030

| Fish Meal
‘These prices are being audited by a Council selected CPA firm to verify the data’s quality in accordance with the Council’s guidelines.
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The quantities of product and their values were reported by APA. Values reported were gross sales values (CIF).
Therefore, shipping charges needed to be subtracted off the total gross value to determine the FOB Alaska price.
The following CIF charges ($/Ib) were used to arrive at an FOB Alaska price: $0.098 Japan, $0.088 Korea,
$0.090 SE Asia, $0.073 Seattle, and $0.105 US East Coast. These rates were also supplied by APA.

Once the data were received by NMFS and the Council staff, it was determined that the APA data closely
reflected the information reported in the COAR data (Table 3.17). Therefore, the COAR data were used for both
the inshore and offshore sectors.

Table 3.17 First Wholesale Prices Reported by Alaska Processors

Fillets&Blocks Fillets&Blocks Fillets&Blocks Roe Surimi Meal Minced!
Skinless- Skinless- DeepSkin
Boneless Boneless
&DeepSkin
Inshore $1b $1b $/b $/1b $1b $/1b $/b
1991 1.38 3.79 1.26 0.26
1994 0.71 1.11 3.65 0.91 0.22
1996 0.96 124 452 0.82 0.30 0.52
Offshore
1991 1.38 4.66 1.58 0.25
1994 0.71 1.11 5.79 0.94 022
1996 0.96 1.24 6.03 0.86 0.29 0.42

Source: 1991, 1994, and 1996 COAR data.

Note: To protect the confidentiality of processars, fillet prices are based on combined inshore and offshore data.
'Minced prices for 1991 and 1994 were not estimated. The 1996 Offshore Minced price was provided by the At-sca
Processors Association (APA) as only one At-sea company reported minced prices to ADF&G. If APA and ADF&G data
were combined the 1996 Offshore minced price would be $0.45.

Estimati Pri

Annual price and production data by processing plant are being organized by product and sector. The average
prices are then screened for outliers using StatPad by Skyline Technologies Inc.--a statistical program that adds
statistical capabilities to Microsoft Excel. This software is used to compute summaries for each sector's average
prices: count, average or mean, median, smallest, largest, quartiles, and standard deviation. Histograms are drawn
to explore the data, showing the shape of the distribution, typical values, variability and outliers. Box Plot
analysis is also used to explore the data. These plots show a 5-number summary (smallest, lower quartile,
median, upper quartile, and largest) with outliers (noted by small black boxes) indicated. An annual weighted
average price is computed where each company's price and production are multiplied to estimate total revenue.
The total revenue and total production of each company are then aggregated into sector totals. Sector total
revenue is divided by sector total production to produce the weighted average price. If outliers are indicated, then
a second weighted average price is computed by eliminating the outlier companies from the computation.

The outliers are data points that lie outside of the following limits:

Upper quartile + 1.5(Upper quartile-Lower quartile)

Lower quartile - 1.5 (Upper quartile-Lower quartile)
"Outliers are extreme measurements that stand out from the rest of the sample and may be faulty--incorrectly
recorded observations or members of a different population from the rest of the sample. At the least, they are
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very unusual measurements from the same population."” (Statistics for Business and Economics (Sixth Edition),
James T. McClave and P.George Benson, Prentice Hall, New Jersey, 1994, page 95).

38 Product Mix and Markets

The profiles presented last September contained product mix information over the past several years. The most
recent, complete information we have in this regard is from the 1996 fisheries, shown in Table 3.18.

Table 3.18 Pollock Products Processed During 1996 (mt)

Inshore/offshore | Who Harvested | Surimi  Minced Fillet/Block Deep Skin  Meal Oil Roe
Class the Pollock and IQF Fillet

Fillet - CP Caught own fish - 6,567 3,971 15,832 - - 1,574

Catcher Vessels - 1,271 933 2,290 - - 167
Fillet - Catcher Processor Total - 7,837 4904 18,122 - - 1,741
Surimi - CP Caught own fish 50,755 14 1,104 6,426 10,940 344 5,157

Catcher Vessels 7,183 - 26 666 1,372 - 448
Surimi - Catcher Processor Total 57,938 14 1,131 7,092 12312 344 5,605
Catcher Processor Total 57,938 7,851 6,035 25,214 12,312 344 17,346
Shoreside Total' 71,349 2,626 9,229 7,442 27,864 8514 4417
“True” Mothership Total 21,992 - - - 5,016 353 1,075
Grand Total 151,279 10,478 15,263 32,657 45,192 9211 12,838
Fillet - CP CDQ - 3,220 3,359 2,802 - - 364
‘Surimi - CP CDQ 4,203 10 158 1,081 356 0 506
“True” Mothership| CDQ 1,369 - - - 278 - 288
Shoreside CDQ n/a’ n/a n/a n/a n/a n/a n/a

1/ The Northern Victor and Arctic Enterprise have been included in the Shoreside class and designation in years they participated.

2/ The n/a indicates the information cannot be broken out using National Marine Fisheries Service WPR data
Source: National Marine Fisheries Service AKR Weekly Production Reports for 1996

Changes in the amounts of product on the market which result from the various alternatives being considered are
assumed proportional to the allocation percentages. Based on the proportion of products shown for each sector,
it is possible to quantitatively project probable changes in supply, by product-form, resulting from alternative
reapportionment percentages of the pollock TAC (and thus catch) among sectors as is done in Chapter 4,
Analysis of the Alternatives. This is obviously an over-simplifying assumption due to the fact that there will
likely be changes in prices and changes in market aspects resulting from changes in the sector allocations. Ideally
an analysis would attempt to project such changes for an issue which holds potentially significant implications
in terms of world-wide markets, and overall market control for pollock products. We have no ability to
quantitatively make such projections, though some qualitative assessments can be offered.

Based upon suppositions about existing production capability in each sector, it may be possible to hypothesize
product mix adjustments which might be made, in the short-run and intermediate-run. These hypothetical results
will be constrained by our knowledge of existing capacities and capabilities within each sector. At present, this
information is quite limited. In addition, issues associated with patterns of retention under IR/TU can be
qualitatively addressed.
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= The analysts believe that the market share, export vs. domestic supply, and retail level response to changes in
supply, supplier, and product form can be addressed by employing a qualitative analysis, to supplement the
foregoing. This would involve extrapolating from recent historical patterns. For example, a reapportionment
of TAC among sectors would be expected to result in predictable changes in the market share, destination, and
price structure for pollock outputs, based upon assumptions cited above. TAC-reapportionment may also have
implications for substitute products and suppliers serving domestic (and for that matter, foreign) markets. These
theoretical results may be extended, if appropriate, to trade considerations for the U.S., as a whole, ¢.g., balance-
of-trade considerations;

Any such analysis would be limited to a qualitative, largely hypothetical, treatment of these topics. No empirical
data exist with which to undertake a rigorous quantitative analysis of the issues cited. While the results of a
hypothetical assessment could provide some useful insights into the likely implications of any proposed
reapportionment of TAC, it would be vulnerable to criticism by those who may make alternative assumptions.

In summary, we will use the existing product mix information as the primary basis for projections. More
qualitative discussions regarding possible changes will be included to supplement the basic projections.

3.8.1 Trends In Pollock Fillet, Roe, and Surimi Markets--1991, 1994, and 1996

Fillets: Comparison of production estimates for the years 1991, 1994 and 1996 (Table 3.19) show that the
majority of fillet processors in the BS/AI pollock target fishery have shifted to producing ‘deep-skin’ fillet
blocks, a higher valued fillet product that is mainly consumed in the U.S. fast-food market, where there a two
major buyers. A comparison of U.S. export and production statistics show that almost of all of the U.S.
production of deep-skin fillets is consumed domestically.

The U.S. domestic market is also supplied by fillet products from other countries. U.S. imports of pollock blocks
and fillets, especially from China and Russia, have increased significantly and now match U.S. production in
terms of quantity. Most of this production is believed to be ‘twice-frozen’ product.

Europe is the other major market for pollock fillets, and this market is growing, but U.S. exports of this product
to Europe are now minimal. As in the U.S. market, Russian and Chinese pollock exports to Europe have
increased significantly.

Prices for fillet product have varied greatly over time. Price differences have varied by as much as $0.24/Ib in
the export market, and $0.53/Ib in the U.S. import market, between the years of 1991 and 1994.

Roe: A comparison of U.S. pollock roe production and U.S. export statistics indicates that almost all of the U.S.
production is exported to Japan (Tables 3.20). In comparison to U.S. exports, U.S. imports of roe are minimal
indicating that the domestic consumption is very small.

Japanese import statistics indicate that the Japanese pollock roe market has grown, primarily as a result of
Russian production, from a 1991 level of 59,000 tons to a 1996 level of 83,000 tons. During 1991, the U.S.
share of the Japanese market was 33%, but as a result of the Russian product, the U.S. share of this market fell
to 18%.

USS. export prices for pollock roe increased over the years 1991, 1994, and 1996. The U.S. export price in 1996
was 35% and 17% higher than the 1991 and 1994 average export prices, respectively.
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Surimi: Most of the U.S. production of pollock surimi is exported to Japan where the United States is the major
supplier to the Japanese market (Tables 3.21). Other significant markets for U.S. surimi products are Korea and
the United States.

While Japanese production of surimi has declined, this reduction has been met with increased production of
surimi by other countries, using species other than pollock, so that total world production has been relatively
stable -- approximately 500,000 tons per year (Figure 3.8).

In terms of consumption, Japan is by far the greatest consumer of surimi. Over the period, Japanese consumption
has been in the neighborhood of 400,000 tons annually (Figure 3.9). U.S. consumption of surimi has decreased
slightly since the 1994 peak, where approximately 150 million pounds of surimi-based products were produced
and sold in the United States -- 30 to 50% of which is comprised of surimi. Industry reports suggest that the
Chinese market could expand from current levels of about 10,000 tons to 60,000 tons of surimi, annually.

China is currently expanding its imitation crab manufacturing capability for export and domestic markets, while
trends in the Chinese economy will lead to increased demand for surimi and surimi-based products.

U.S. exports of pollock surimi to Europe have been stable, with increased growth in the European market being
met primarily by South American production. At a recent trade show, one industry analyst reported that the
European market for surimi was about 7,000 tons in 1996, over 10,000 tons in 1997, and will be over 15,000
mt in 1998.

Japanese market prices have varied greatly, but generally have declined between the years 1991, 1994, and 1996.
The choice of these years masks the potential volatility of surimi prices as indicated by the 1991-1993 trend
where surimi prices doubled and then declined by the same amount (Figure 3.10).

Vé:.8.2 Destination Markets and Cost-Benefit Issues

As indicated above, almost all of the BS/AI pollock surimi and roe production is exported, while almost all of
the fillet production is used for U.S. domestic consumption. These patterns have an implication for cost-benefit
analysis because, as shown elsewhere, the at-sea sector produces a substantially greater amount (as well as
proportion) of deep-skin fillets in comparison to the shoreside sector. Cost-benefit analysis, as employed in an
RIR analytical context, measures the “net benefits’ of changed regulations to consumers and to producers. These
differential product-mix patterns indicate that, all else equal, as more BS/AI pollock is processed inshore,
resulting ‘increases’ in consumer benefits from the fishery will accrue (primarily) to foreign consumers.
Reductions in at-sea production from the BS/AI pollock resource means less product available to the U.S.
domestic consumer market. Therefore, in evaluating changes in "net benefits to the Nation", which are based
upon the welfare of U.S. citizens, potential losses from, in this example, less fillet production would have to taken
into account, while resulting increases in welfare enjoyed by foreign consumers (e.g., as a result of lower prices
and increased supplies of surimi) would not be.

Similarly, based on estimates of ‘foreign versus domestic’ ownership of the factors of production, changes in
producer benefits should also be adjusted accordingly. That is, changes in producers surpluses which accrue to
foreign entities do not count, while those accruing to U.S. entities do, in assessing the “net benefit to the Nation”
attributable to a proposed action.
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3.8.3 At-Sea, Shoreside, and Market Prices

Prices: One source of price data is the processor prices reported to NMFS and ADF&G which were discussed
in Section 3 and presented in Table 3.22. (Except for minced prices, these prices are repeated in Table 3.17).

Processor prices have generally increased for roe products and decreased for surimi products -- with inshore
processors receiving, on average, lower prices for these products. Because of confidentiality constraints, fillet
prices for inshore and offshore have been combined into industry-wide averages. Generally, according to the
NMFS and ADF&G processed products data for the years 1991, 1994, and 1996, average inshore fillet prices
were higher than offshore prices. Current price information indicates that Japanese and U.S. surimi wholesale
prices are starting to increase relative to fillet prices (Figures 3.10 &3.12). This may be the result of current
Japanese inventory trends, where inventories are at their lowest level since 1988 (Figure 3.11).

Quality: Market prices are influenced by many factors, one of which is the quality of the product. With respect
to fillets, meal, and minced products, market reports seldom discuss differences between offshore and inshore
prices. For roe, these reports do demonstrate that there are differences between at-sea and shoreside prices, as
indicated in the prices cited below. With respect to surimi, one argument for why at-sea prices should be higher
than inshore prices is that at-sea processors produce a greater amount of top quality surimi.

Depending on the year and destination market, surimi processors produce various amounts of high and low
quality surimi. A gross generalization concerning destination markets is that Korean and U.S. markets reflect
the demand for low quality surimi as the surimi-based products that are produced from surimi are either imitation
crab or a fried product -- where a high quality surimi is not neceded. Because Japan produces more
“sophisticated” products, where whiteness and gel strength are important factors, the Japanese market demands
high quality surimi. However, there have been some changes to the Japanese demand for high quality surimi,
especially as result of the high prices of the 1991- 1993 period. In reaction to these high prices, Japanese surimi
buyers developed new recipes, wherein lower quality surimi is mixed with high quality surimi in order to keep
costs down.

Prices for surimi by grade level are not collected by either the U.S. or Japanese governments. Available industry
reports also do not systematically show prices, by grade, by at-sea and shoreside sector. Various industry reports
(e.g., Bill Atkinson's News Reports, Seafood Trend Newsletter, and Seaworld's Fishery Information System
Market Reports) were reviewed for price information and are summarized in Table 3.33. This information does
report prices by grade, but their were few instances where at-sea and shoreside prices were reported in a way that
would permit direct comparison (same month, market, grade level, etc.) Nor does this information show the
amount of production associated with the reported prices.

3.8.4  Current Changes in the Industry and the Markets

Russian and Chinese influence on U.S., European, and Japanese pollock markets has grown significantly.
Additional growth in foreign markets will depend upon the status of Russian pollock stocks, potential increased
processing capacity, and government policies that may shift supplies away from export markets and toward

internal domestic consumption.

Future APEC international trade negotiations may aid U.S. exports to Japan, Russia, and China through reduction
in foreign tariff and non-tariff barriers. The discussion below is based on a review of recent industry publications.

Russia: Russian TAC's for pollock are declining. According to FAO sources, at the beginning of 1997, Russian
quotas were cut by 300,000 mt (despite scientific recommendations of a 600,000 mt reduction). The 1998,
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Russian EEZ pollock TAC is reported to be 2.27 million tons, down from a reported TAC of 2.73 million tons;
while the quota in the Sea of Okhotst has been reduced 30%. Average fish sizes are reported to be declining.

Korea: Recent Korean trade barrier reductions are affecting the international market place. During 1996, Korea
lifted its import restrictions on Russian product and, thus, became a significant market for Russian pollock surimi
and fillets. Also affecting the Korean market for surimi was the increase in EU import duties on Korean imitation
crab products. During 1997, Korea lost its preferential treatment and now faces the same duties as U.S. imitation
crab manufacturers.

World Demand: Compared to the 1991-1996 period, world demand for surimi is changing. At a recent trade
show, one industry analyst reported that the European import market for surimi was about 7,000 tons in 1996,
over 10,000 tons in 1997, and will be over 15,000 mt in 1998.

The same analyst also reported that the European market for surimi-based products is currently 100,000 mt, with
growth in consumption expected to increase 10%, annually. As indicated previously, the Chinese market is
growing and is expected to become the second most important market for surimi, after Japan.

US. Industry: Inrecent years, there have been both a reduction in, and an ownership consolidation of, the at-
sea pollock target fleet. A similar pattern of consolidation is observed in the U.S. imitation crab processing
sector. Several vessels were sold and moved to Russia, while several others have changed ownership, but remain
in the U.S. zone. One major at-sea company has diversified into shore-based surimi processing plants and into
U.S. imitation crab plants. This has resulted in the closure of several U.S. imitation crab plants. Another at-sea
company has diversified into at-sea processing in South America and Russia. In addition, vertically integrated
shore-based processors who make breaded fillets are expanding into fillet markets, either by increased production
of Alaska pollock fillets or through the use of imported pollock fillets for their breading operations.

3.8.5 Exchange Rates

Companies base prices on, among other things, knowledge of consumer habits, their competitive position relative
to other companies, and distribution channels. Consequently, prices for the same product can vary between
markets. In addition, the product may be modified to suit the particular needs of each market. When there are
fluctuations in currency-exchange rates, as recently seen with respect to, for example, the Japanese yen and Thai
baht, companies revisit their pricing policies (Figure 3.14).

When, say, the U.S. dollar appreciates relative to the Japanese yen, U.S. products become less competitive in the
Japanese market, since without price adjustment it takes more yen to purchase the same amount of product. This
is an example of the impact of currency appreciation.

All else equal, appreciation of an exporter's currency increases the importer’s cost of foreign exchange, which
raises the commodity's price in the import market and decreases the quantity demanded. In the face of a rising
U.S. dollar, relative to the Japanese yen, a U.S. based exporting firm can choose not to adjust the price of the
product in dollars and suffer reduced sales and profit margins. Consider the following example. If surimi is being
exported at $1.00 per pound with a unit profit level of $.20 and the exchange rate is 100 yen per $1.00, the price
of surimi in yen is 100 yen per pound. If the dollar appreciates to 125 yen per dollar, and the firm continues to
export surimi at $1.00 per pound, the import price becomes 125 yen. The firm can keep the price of the product
in yen constant, in which case the result is less profit per unit sold.

In this example, a constant sales price of 100 yen, in the face of the new exchange rate of 125 yen per dollar,

results in a sales price of U.S.$0.80/Ib for surimi -- just covering the costs of production, but at this price there
is no profit. Another option is for the company to implement a moderate price increase in yen which will result
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~in lower sales volume, but also permits the firm to partially capture lost profits. Which course of action the firm
will take is dependent on many economic factors, including, the elasticity of demand for the product, the relative
market position of the firm (i.e., is it a ‘price setter’ or ‘price taker’), inventory holdings, supplies of substitutes
in the market, etc.

This latter point makes the picture, in reality, much more complex. Consider that, while the U.S. dollar has
appreciated somewhat against the Japanese yen, the current dramatic depreciation of the Thai baht against both
the yen and dollar makes predicting market behavior even more difficult. This is so because, as a result of this
currency depreciation, Thai surimi has become much ‘cheaper’ than the U.S. product in the Japanese market.
According to Bill Atkinson's News Report (2/19/98) -- "With the economic troubles in Thailand, surimi and
imitation crab packers are aggressively trying to export their production to get foreign exchange."

Note that dramatic changes in the market price of surimi can, in turn, change product mix decisions for U.S.
producers, as falling surimi prices make fillet production more attractive. However, many operations in the U.S.
pollock-target fishery off Alaska are constrained with respect to capacity and capability and , therefore, may not
be able to respond to changes in market signals, at least in the short-run. That is, for example, a facility which,
at present, does not have the ability to produce a marketable fillet product, cannot simply (nor costlessly) shift
product-mix to respond to an increased demand for fillets. In the longer run, this firm may make a business
decision to ‘invest’ in capacity, so that it may participate in the changed market, but this will require time and
impose capital and operating costs. In some instances, regulatory constraints may preclude such adjustments,
altogether (e.g., NPFMC vessel moratorium limits).

le 3.19 Im Ex Pollock Fill
1991 1994 1996
U.S. Production Tons
Fillet/Block/IQF N/A 28,985 22,232
Deep Skin N/A 24,602 43,234
Total 65,029 53,587 65,466
U.S. Exports Fillets and Blocks

Germany Tons 8,602 3,080 *
Germany 10008 $20,781 $5,328 *
Germany $/Ton $2,416 $1,730 *
Germany $/1b $1.10 $0.78
Canada Tons 1,304 133 760
Denmark Tons 2,692 0 0
Uk Tons 637 2 0
Japan Tons 387 1,053 . 3,563
R.Korea Tons 668 170 2,147
Total Tons 16,075 5,218 7,352
Total 1000% $42,601 811,091  $16,069
Total $/Ton $2,650 $2,126 $2,186
Total $/b $1.20 $0.96 $0.99
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Blocks
China
China
China
China

Russia
Russia
Russia
Russia

R Korea
Poland
Thailand

Total
Total
Total
Total

U.S. Imports

Fillets
China
China
China
China

Russia
R.Korea
Poland
Thailand

Total
Total
Total
Total

HAIN-OFF-3\SECREVIIO3EA.SOC

Tons
10008
$/Ton
$/b

Tons
1000%
$/Ton
$/b

Tons
Tons
Tons

Tons
1000$
$/Ton
$Mb

Tons
1000$
$/Ton
$/Mb

Tons
Tons
Tons

Tons
10008
$/Ton
$/b

7,804
$17.844
$2,287
$1.04

3,014
$7,434
$2,466

$1.12

9,776
4,363
3,569

31,329
$77,272
$2.,466
$1.12

1991

1,584
$3,905
$2,465

$1.12

0
1,785
544
458

13,829
$42,471
$3,071
$1.39

103

23,468
$27,882
$1,188
$0.54

8,672
$13,446
$1,551
$0.70

483

33,700
$44,134
$1,310
$0.59

9,302
$13,009
$1,399
$0.63

1,256

19,937
$38,974
$1,955
$0.89

34,323
$51,640
$1,505
$0.68

29,574
$55.604
$1,880
$0.85

*

*

*

65,425
$109,985
$1,681
$0.76

1996
18,954
$30,751
$1,622
$0.74

*® O * *

24,298
$46,273
$1,904
$0.86
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European Imports
USA
China
S.Korea
Russia
Poland
Other
Total
Table 3.20 Ex
U.S. Production Tons
U.S. Exports
Japan Tons
Japan 1000%
Japan $/Ton
Japan $/1b
Korea Tons
Other Tons
Total Tons
Total 1000%
Total $/Ton
Total $Mb
U.S. Imports
Total Tons
Total 1000$
Total $/Ton
Total $1b
HAIN-OFF-3\1SECREWO3EA.SOC

Alaska Pollock Fillets and Blocks

Tons
Tons
Tons
Tons
Tons
Tons
Tons

17,137
5,729
2522
4212

26,648

563

56,811

* less than 100 tons or less than $1 mullion

Totals include countries not listed

U.S. Imports include Atlantic pollock.

U.S. Exports and Imports are National Estimates (All Customs Districts)

f Pollock R
199] 1994
21,326 11,622
15,055 7,975
$129,396  $79,924
$8,595  $10,022
$3.90 $4.55
2,947 937
967 94
18,969 9,006
$163.449  $89,817
$8,617 $9,973
$3.91 $4.52
53 55
$600 $451
$11,321 $8,200
$5.14 $3.72

104

9,557
27,694
742
23,978
43,537
658
106,166

1996
14,419

11,687
$140,050
$11,983
$5.44

864
732

13,283
$154,633
$11,641
$5.28

176
$2,251
$12,790
$5.80

1,167
42,011
65
77,742
18,494
852
140,331
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~ Japanese Imports (pollock, hake, and cod roe frozen)

Total Tons 34,167 36,038 44 868
Total 1000$ $336,332 $408,437 $449,568
Total $/Ton $9,844 $11,334 $10,020
U.s. Tons 19,844 11,831 15,653
U.s. 1000$ $200,336 $135,468 $181,953
Us. $/Ton $10,096 $11,451 $11,624
Russia Tons 9,083 21,875 25,576
Russia 1000$ $82,844 $250,694 $231,141
Russia $/Ton $9,121 $11,461 $9,038
China Tons 253 295 289
China 1000$ $2,043 $2,441 $1,904
China $/Ton $8,075 $8.284 $6,577
R.Korea Tons 3,811 1,305 1,628
R.Korea 1000$ $42,930 $14,399 $18.626
R.Korea $/Ton $11,265 $11,036 $11,440
Roe-2
Japanese  Supply 1991 1994 1996
Beginning Inventory 10000 20000 28000
Domestic Production 12120 8000 3700
Donut Hole 2200 0 0
Import 34900 37230 51520
Total 59220 65230 83220
Mentai Roe 2540 4870 15700

Source BANR Issue 681-12/18/96

Exports and Import totals may include countries not listed.
Japanese imports include Japanese joint-venture production and U.S. flag production in non-U.S. waters.
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Table 3.21 Imports and Exports of Surimi
Surimi Overview

1991 1994 1996
U.S. Production
Pollock Tons 131,772 178,238 156,851
Whiting* Tons 21,000 33,000 30,000
Total Tons 152,772 211,238 186,851
U.S. Exports
France Tons N/A 1,328 2002.4
Italy Tons N/A 866 360.4
Spain Tons N/A 132 582.2
Malaysia Tons N/A 1,026 1174.9
Singapore  Tons N/A 0 536.8
China tons N/A 12,909 840.9
R.Korea Tons N/A 12,909 14,734
HongKong Tons N/A 856 177
Taiwan Tons N/A 3,014 3,023
Japan Tons N/A 120,506 102,694
Total Tons N/A 142,499 128471
France 10008 N/A 2,475 3697.9
Italy 10008 N/A 1,988 855.6
Spain 10008 N/A 270 1350.7
Malaysia 10008 N/A 2,044 2512
Singapore 10008 N/A 0 1100.1
China 1000$ N/A 25,577 1060.9
R.Korea 10008 N/A 25,577 28,335
HongKong 1000$ N/A 1,299 458
Taiwan 10008 N/A 6,015 6,061
Japan 10008 N/A 275,484 217,441
Total 1000% N/A 318,842 268,095
1994 1996
France $/Ton N/A $1,864 $1,847 $/1b $0.85 $0.84
Italy $/Ton N/A $2,297 $2,374 $/1b $1.04 $1.08
Spain $/Ton N/A $2,044 $2,320 $/b $0.93 $1.05
Malaysia $/Ton N/A $1,992 $2,138 $/1b $0.90 $0.97
Singapore  $/Ton N/A $2,049 $/1b $0.00 $0.93
China $/Ton N/A $1,981 $1,262 $/1b $0.90 $0.57
R.Korea $/Ton N/A $1,981 $1,923 $/1b $0.90 $0.87
HongKong $/Ton N/A $1,517 $2,593 $/1b $0.69 $1.18
Taiwan $/Ton N/A $1,996 $2,005 $/1b $0.91 $0.91
Japan $/Ton N/A $2,286 $2,117 $/b $1.04 $0.96
Total $/Ton N/A $2,238 $2,087 $/1b $1.01 $0.95
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U.S. Imports

Canada Tons

Russia Tons

Total Tons

Canada $1,000

Russia $1,000

Total $1,000

Canada $/Ton

Russia $/Ton

Total $/Ton
Japanese Imports

Cod, Pollock, & Hake

R. Korea Tons

China Tons

USSR Tons

USA Tons

Total Tons

R. Korea $1,000

China $1,000

USSR $1,000

USA $1,000

Total $1,000

R. Korea $/Ton

China $/Ton

USSR $/Ton

USA $/Ton

Total $/Ton

Itoyro1

Thailand Tons

Total Tons
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1991
1,787

12,368
102,938
118,971

$8,174
$0
$41,793
$374,265
$428,512

$4,574
$3,379

$3,636
$3,602

29,128
29,884

1994
2,189

2,207

$3,408
$0
$3,433

$1,557

$1,556

2,886
17,306
142,599
163,714

$1,544
$4,734
$36,639
$335,926
$379,257

$2,280
$1,641
$2,117
$2,356
$2,317

19,779
22,153

107

1996
400
12,707
13,296

$482
$15,262
$15,956

$1,206 $/1b
$1,201 $/1b
$1,200 $/1b

1996
211
339

15,765
126,887
143,978

$459
$611
$35,407
$259,088
$297,099

$2,175 $/1b
$1,804 $/1b
$2,246 $/b
$2,042 $/1b
$2,064 $/1b

21,582
28,507

1991
$2.07
$0.00
$1.53
$1.65
$£1.63

1994
$0.71

$0.71

1994
$1.03
$0.74
$0.96
$1.07
$1.05

1996
$0.55
$0.54
$0.54

1996
$0.99
$0.82
$1.02
$0.93
$0.94
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European Imports of Surimi

1991 1994 1996
U.s. Tons N/A 3,957 3,493
Thailand Tons N/A 178 25
China Tons N/A 0 2
R.Korea Tons N/A 81 11
Russia Tons N/A 78 0
Argentina  Tons N/A 16 797
Chile Tons N/A 48 1,240
Total Tons N/A 4,727 5,746

European Imports Provided by Bill Aberle of Alaska Center for International Business and Eric Fleury, U.S. Embassy to
the European Union (Brussels)

Exports and Import totals may include countries not listed.
Japanese imports include Japanese joint-venture production and U.S. flag production in non-U.S. waters.

HAIN-OFF-3\1SECREVIIO3EA.SOC 108 (August 26, 1998, 1:00 pm)



Figure 3.8

World Surimi Production and Consumption

World Surimi Production-by Producer
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Sources of Surimi Consumption and Production Estimates: BANR-various issues; "Pacific Whiting—Harvesting, Processing, and Quality Assurance-A
Workshop: 1992 (Sylvia and Morrissey editors), INFOFISH.
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Figure 3.9

Annual Surimi Consumption-Range in 1991-96 Estimates

Trends--Japan-Stable about 400;
U.S.-Slightly declining since reaching

BLow
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1000 tons

Japan
Korea
us. @
China
Taiwan
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Europe

Sources of Surimi Consumption and Production Estimates: BANR-various issues; “Pacific Whiting, Processing,
and Quality Assurance-A Workshop: 1992 (Sylvia and Morrissey editors), INFOFISH.
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Table 3.22

(15) Processor Prices--F.O.B. Alaska

Wholesale Prices Reported by Alaska Processors

Fillets&Blocks Fillets&Blocks  Fillets&Blocks Roe Surimi
Skinless- Skinless- DeepSkin
Boneless Boneless
&DeepSkin
Inshore $/1b $1b $/1b $/1b $/b
1991 $1.38 $3.79 $1.26
1994 $0.71 $1.11 $3.65 $0.91
1996 $0.96 $1.24 $4.52 $0.82
Offshore
1991 $1.38 $4.66 $1.58
1994 $0.71 $1.11 $5.79 $0.94
1996 $0.96 $1.24 $6.03 $0.86

Based on Production and Revenue/Price Data Reported to NMFS (1991, 1994) and
ADF&G(1996) Annual Surveys of Processors

To protect the confidentiality of processors, fillet prices are based on combining
inshore and offshore data.
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~Figure 3.10

Wholesale Prices--C&F Japan or F.O.B--U.S. Market

Price Trends
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Figure 3.11

Japanese Surimi Inventories
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Sources of Inventory data include BANR (various issues) and U.S. Embassy of Japan.
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Figure 3.12

Relative Trends~-Jan 90=1.00

—Japan-surimi price = = =U.S. pollock block price

Japan-Pollock inventory
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Figure 3.13

Total Imports of Chinese and Russian Pollock Products into
Japan, Europe, and U.S.
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Figure 3.14

Foreign Exchange Rates Indexes
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39 Foreign Ownership

Among the information requested by the Council was a description of the ownership patterns in the pollock
industry, including levels of foreign ownership and control of harvest and processing capacity. While some of
the major foreign investments in the pollock fisheries are generally known, more specific information was
requested by the Council. As we have described for the Council previously, the business and corporate ownership
structures of various fishing and processing entities make it extremely difficult to provide definitive information
in this regard. Nevertheless we have pursued this issue and have provided a summary of the information collected
under Tab 8 of Appendix I. This information is based on who owns the vessels and plants. The analysts have
not attempted to determine any arrangements, such as bare boat leases, where the nationality of the owner is
different from the entity leasing the vessel. However, information presented by the public indicates that this may
be occurring in the “true” mothership and possibly other sectors of the industry.

There appear to be three basic sources of information on foreign ownership. The first is the report produced by
the Alaska State Legislative Research Agency in early 1994. Because these ownership structures appear to
change frequently for a variety of the operators involved, we need to have more recent information than what is
in the State report. A second source of information is the Lexis-Nexis computer data base which we have queried
for foreign ownership data. Bits and pieces of information in that database come from many diverse sources that
are difficult to verify independently. It is hard to meld those bits and pieces together into a credible depiction of
the ownership of a particular company or vessel, and there is a high likelihood that we will get it wrong,
inadvertently embarrass a company, and then have to make all sorts of public retractions. And this leads to the
third source of information which is, of course, the companies and vessel owners themselves.

What we have done since the February 1998 meeting is to meld the State report and more recent Lexis-Nexis
information together for each company. We then sent that information out to each company to allow them to
comment and revise as necessary. A compilation of the results is contained in Appendix L.

There are 168 vessels or plants which participated in the 1996 pollock Bering Sea and Aleutian Islands fishery.
Of the 168 vessels or plants there are 22 catcher-boats which operated in both inshore and offshore sectors (there
are 119 different catcher-boats altogether). The count of the inshore plants (eight) does not include the
International Seafoods of Kodiak inshore plant or one inshore catcher processor which harvested small amounts
of pollock in 1996. In the inshore sector there are 99 vessels or plants, and in the offshore sector there are 89
vessels (one vessel has multi-country affiliation and is subtracted from 90).
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In Table 3.24, three foreign countries, Japan, Norway, and South Korea have some degree of foreign-affiliation

in plants, catcher vessels or processors:

Table 3.24
Inshore Offshore

Country of | Plants Catcher-Vessels Catcher- Catcher- “True”
Ownership | (#) Processors Vessels Motherships
Japan 4 114 13 34 1
Norway 0 0 18 2 0
South 0 32 33 32 |
Korea
FulyUS | 4! 77 16 425 1
Total 8 91 37 50 3

1/ Including two anchored processors in Dutch Harbor.

2/ Includes two vessels with inconclusive parent-company affiliation of South Korea.
3/ Has a vessel with multi-country affiliation.

4/ A vessel was Lost at Sea since 1996.

5/ Includes a vessel with inconclusive partial UK affiliation.

Inshor r Pr ing Plants: Parent-companies that are affiliated with Japan account for 4 of the 8 total
plants of the inshore sector, or 50%. There aren’t any plants in the inshore sector where the parent company is
from Norway or South Korea. The remaining four plants, 50% of the inshore sector, are fully US owned.

Catcher-Boats Overall: There are 119 catcher-boats altogether: 91 in the inshore sector and 50 in the offshore
sector. When added this makes 141 vessels, and subtracting 22 for those that operated in both sectors again
equals 119 different catcher-vessels. Ownership of catcher-boats by parent companies of Japan account for 14
or about 12%. A little less than 2% of the catcher-boats have ownership by parent companies foreign-affiliated
in Norway. There are two to six vessels where the parent company is from South Korea (four of these vessels
are inconclusively of South Korea), or less than 5%. The remaining catcher-boats are fully US owned (which
includes one vessel with some inconclusive UK affiliation).

Offshore Catcher Processors: Parent-companies that are affiliated with Japan account for one of the 37 catcher
processors in the offshore sector, or about 2%. Norway-affiliation includes 18 vessels or about 49%. South
Korea includes two to three vessels (because some vessels have ownership by parent companies of Japan as well
as South Korea), or about 5%. There remains 16 catcher processors in the offshore sector which are fully US
owned, or 46% of the total.

“True” Motherships: There are three “true” motherships operating in the offshore sector. One is fully-affiliated
with Japan (33% of the total), one is 10% affiliated with South Korea and 90% US or about 3% of the total, and
one is fully US. Ownership by US companies accounts for 63% of the total of “true” motherships.

3.10 Employment Information
We presented employment information in September which was incomplete, due primarily to our lack of

employment information for the at-sea sector. Reporting requirements in Alaska are different than in
Washington, for example, and we were able to give you employment information for the primary inshore plants
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involved in the pollock fishery, but not the at-sea sector. This included total employment, a breakdown by month
(which may give some indications of pollock-specificity), and residency of those employees, as compiled by the
Alaska Department of Labor. We received assistance from the Washington Department of Fisheries, including
Council member Austin, to try and get symmetrical information for the offshore fleet; unfortunately there is no
official, agency source for the data we need.

In February 1998 we received guidance from the Council on the use of industry submitted data to help us fill the
employment gap in our analysis, including an independent audit process to check the veracity of that information.
We have coordinated with the Alaska Department of Labor and representatives of the at-sea sector (At-sea
Processors Association member companies only) who have provided us with social security numbers for all
Alaskan employees of their Bering Sea operations, and their total employment numbers. These have been cross-
checked against the Alaska Permanent Fund Dividend files to confirm the number and percentage of Alaskan
resident employment. These are not necessarily specific to pollock employment, but as with the inshore plant
information, cover all employment (we have no way to really differentiate by species, though the members of
APA are primarily pollock specific operations). This information has been compiled and is now incorporated
in the document under Tab 6 of Appendix I.

We should also mention that the analysis prepared by Impact Assessment, Inc. may provide another, less
quantitative perspective on the overall employment issue (Appendix IT). A major focus of their work is to identify
the linkages, from a community and employment perspective, to each industry sector, and therefore be able to
make some assessments regarding impacts of the alternatives.

3.11 PSC Bycatch Information

Bycatches of ‘prohibited species’ in the BS/AI pollock target fisheries have the potential to impose both direct
and indirect costs. Rates and species composition vary significantly by area, time, gear-type, and sector. They
also would be expected to vary, over time, with the relative abundance of the individual PSC species, e.g., an
exceptionally strong AYK chum salmon return could produce unusually high rates of bycatch of “other salmon”
in BS/AI pollock target trawl fisheries. Anticipating variability in rates is particularly difficult.

Utilizing NMFS catch and bycatch data (principally from ‘blend’ files), base-year PSC statistics for BS/AI
pollock target fisheries were examined. The following tables summarize these PSC bycatch performance data,
by processing mode and sub-sector for 1996 (data from the 1991 and 1994 fisheries were presented in September
to illustrate the trends and variability over time - that information is included in Appendix I). The first table
presents the total bycatch in ‘metric tons’ or ‘numbers of animals’ taken by a sector in directed pollock fisheries
for the entire year. The second table converts these estimates into ‘PSC bycatch rates’, expressed in terms of
‘tons of PSC-bycatch’ per ton of groundfish catch, or ‘numbers of PSC animals ' per ton of groundfish catch.
A discussion at the Advisory Panel in February suggested deleting the table showing absolute bycatch
amounts, and instead focusing on the rates of bycatch. That table has not been deleted, due to the
analysts’ decision that the information illustrates the overall low levels (relative to other fisheries) of PSC
bycatch in the pollock target fisheries, for both sectors involved.

Comparisons between the tables 3.25 and 3.26 suggest that, in some instances, relatively large absolute PSC
numbers (either tons or animals) may actually be associated with relatively small ‘rates’ of bycatch, due to the
absolute volumes of groundfish catch recorded by a given sector. Salmon and herring, for example, show
significant amounts of bycatch in the pollock fisheries, but low overall rates of bycatch. Other PSC species have
both low amounts and low rates overall. This further suggests that these two aspects of PSC-bycatch
performance be assessed in combination in order to evaluate relative sector (and/or sub-sector) impacts.
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Table 3.25 BS/AI Pollock Target Fishery Prohibited Species Bycatch, by Processing Mode

[Metric tons or number]

Halibut Herring Red king Other Bairdi Other Chinook Other

mort. crab k.crab Tanner salmon
Tt Tt 1,000s  1,000s  1,000s  1,000s 1,000s 1,000s
Catcher/Processor
N . .
1996 125.6 49.5 4.9 .0 20.1 20.5 6.1 4.2
Surimi
1996 129.9 720.6 1.0 .1 62.0 24.5 14.4 35.3
“True” Motherships
1996 20.5 30.7 .0 .0 .1 .2 8.8 18.6
Inshore
N . . ‘
1996 11.0 186.5 .0 .0 .8 3.3 4.3 4.8
Surimi
1996 33.7 254.3 .1 .1 6.5 15.0 22.0 14.5

Members of the Council’s Advisory Panel requested that the metric tons of halibut mortality in the pollock target
fisheries be expressed in numbers of halibut. To convert the tons of halibut to numbers of animals, the total weight
of halibut bycatch was divided by the mean weight of a halibut (3.5 kg was the assumed weight) taken in the bottom
or midwater pollock target fisheries®. This calculation indicates that 91,600 halibut were removed as bycatch
mortality in the 1996 pollock fishery. Halibut mortality in the 1997 pollock fishery was estimated to be about 74,300
animals®.

¥ The average size of a halibut taken as bycatch in the 1996 bottom pollock fishery was 3.14 kg, and in the mid-water
pollock fishery the average was 3.84 kg. These weights were taken from the 1997 “Report of Assessment and Research Activities”
published by the International Pacific Halibut Commission, p. 286, 1998.

® Taken from the May 1998 draft of the Pelagic Trawl EA/RIR, D. Witherell, NPFMC.
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Table 3.26 BS/AI Pollock Target Fishery Prohibited Species Bycatch Rates, by Processing Mode

[Metric tons/ton or number/ton]

Halibut Herring Red king Other Bairdi Other Chinook  Other

mort. crab k.crad Tanner salmon
t/t t/t No./t No./t No./t No./t No./t No./t
Catcher/Processor
N . s
1996 .00059 .00023 .02290 .00012 .09400 .09600 .02700 .01950
Surimi
1996 .00030 .00167 .00220 .00015 .14300 .05660 .03300 .08170
“True” Motherships
1996 .00017 .00025 .00000 .00000 .00060 .00170 .07100 .15250
Inshore
N A
1996 .00014 .00245 .00000 .00000 .01050 .04300 .05560 .06300
Surimi
1996 .00011 .00080 .00021 .00038 .02048 .04690 .06770 .04550

Projections of PSC bycatch under the various alternatives are contained in Chapter 4.

3.12  Fishing in the Russian EEZ

In September, 1997, a report was prepared at the request of the Council, summarizing the entry and exit patterns
of American fishing vessels moving between the U.S. EEZ off Alaska and the Russian zone. At that time, the
question posed to the NMFS Enforcement Office, Juneau, which monitors these passages, was, ... how many
U.S. vessels fished in the BS/AI or GOA pollock fisheries and operated in the Russian zone... in the same year?”
In other words, how many vessels fished both in the Russian zone and in the BS/AI or GOA pollock fishery in
1992; how many in both in 1993; etc.

The results suggested that almost no vessels had exhibited this pattern of operation over the period 1992 through
1996. When these data were presented to the Council, however, the Council expressed the opinion that the
question had been too narrowly phrased. They asked that the data be re-examined to determine, “... how many
American vessels had fished in a BS/AI or GOA pollock fishery, any time during this period, and also
“checked-in” to, or “checked-out” of, the Russian zone?” That is, for example, had a U.S. fishing vessel which
fished in a pollock target fishery in the BS/AI in, say, 1994, ever notified NMFS of its intention to exit the U.S.
zone to participate in fishing activities in the Russian zone, either before or after its pollock activity in 1994?

By re-phrasing the question in this way, it should be possible to identify vessels moving between the two zones
across multiple-years, rather than within a single year, as posed in the original question.
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Some limited opportunity apparently existed, over the period of interest, for U.S. groundfish operations to
participate in fisheries in the Russian western Bering Sea and North Pacific EEZ. Federal regulations require that
domestic fishing vessels ‘check-in’ and ‘check-out’ when moving between fisheries in the U.S. and Russian
zones. The NMFS Enforcement Office, Juneau, maintains records of such activity. They report that these data
were not collected for 1991 (the first year of this profile), but were compiled beginning in 1992.

The original draft of this discussion contained information on the total number of vessels which either checked
in or out, and provided information regarding the subset of vessels which have also been involved in the BS/AI
or GOA pollock fisheries over the same time period. The relevant information was that, in 1992 there were 22
vessels which checked in/out, and which also had some involvement in the pollock fishery between 1991 and
1996. In 1993 only one such vessel was identified; in 1994 only one vessel; in 1995 there were three vessels;
and, in 1996 there were five. All the vessels involved were C/Ps, within the definition of this analysis, having
operated as such in the U.S. EEZ. Despite this fact, some reportedly operated as motherships or catcher boats
while fishing in the Russian zone.

No operations defined within the /O3 analysis as ‘true’ motherships exhibited these U.S. to Russian zone
switching patterns, over the period. And no operations, identified as catcher boats within the /O3 analytical
definitions, fished in both the Russian EEZ and in the BS/AI pollock target fishery, over this period, according
to NMFS Enforcement records.

Ideally, we would provide information to the Council which identifies the entry/exit patterns of the unique vessels
over time, as well as perhaps their EEZ pollock activity; however, we have been informed that this is confidential
data and cannot be disclosed.

3.13  State of Alaska Fish Taxes

In order to augment the discussion on value of the pollock fisheries to the state, the Alaska Department of
Revenue has conducted the following analyses to compare tax revenues generated by fishery and by inshore and
offshore sectors.

The Fisheries Business Tax (AS 43.75)

The current structure of the fisheries business tax was adopted by the Alaska legislature in 1979. This tax
structure differentiates between established and developing species and whether or not the processing activity
occurs in a floating facility, or shorebased facility. The tax is a percentage of the exvessel value (the amount paid
to commercial fishers). For established species the tax rate is 5% for floating processing and 3% for other
shorebased processing. For developing species it is 3% for floating processing, and 1% for shorebased
processing.

For revenue from processing activities within a municipality, 50% of the taxes are shared with the respective
municipalities in which the processing took place. If a municipality is within a borough, the 50% amount to be
shared is generally split equally between the municipality and borough. For revenue from processing activities
outside a municipality (unorganized borough), 50% of the taxes are shared through an allocation program
administered by the Alaska Department of Community and Regional Affairs.

Because pollock was classified by the Alaska Department of Fish and Game as an established fishery in 1995

and 1996 (the two years addressed in this report), the relevant tax rates for pollock are 5% for floating processing,
and 3% for shorebased processing. A shorebased business is defined under Alaska Statute (AS 43.75.290) as
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=a business that is either “permanently attached to the land” or “remains in the same location in the state for the
entire tax year.”

Fi Landi AS 4377

The landing tax became effective January 1, 1994. The tax is levied on processed fishery resources first landed
in Alaska. The tax rate is 3% of the exvessel value for established species (e.g. pollock) and 1% for developing
species. For the landing tax, the exvessel value is determined by multiplying the statewide average price per
pound (computed by the Alaska Department of Fish and Game) by the unprocessed weight of the fish. For
example, if a firm processes 100,000 pounds of raw pollock (outside of the 3 mile limit and then brings it into
Alaska for transshipment) and the statewide average price is $.10/1b., they would owe $300 in tax.

Revenue from the fishery resource landing tax is shared in the same manner as from the fisheries business tax
except the location of the sharing is a function of where the fish was landed not processed.

Assumptions for Excise Fish Tax Comparisons

Because data used by the Department of Revenue comes from fisheries business and fishery resource landing tax
returns, the following assumptions need be made in order to identify pounds, value and revenue by species and
area.

1. Pollock pounds and value attributed to the share locations Atka, Akutan, Saint Paul, Unalaska, the
unorganized borough, and outside (longitude and latitude outside of borough boundaries) are
representative of the Bering Sea and Aleutian Islands pollock harvest. Although some pollock caught
in the Gulf might be processed in these share locations, and some pollock caught in the Bering Sea might
be processed outside of these share locations, this is the only way we have to differentiate between Gulf,
and Bering Sea and Aleutian Islands pollock. The total Fishery Business Tax for both the BS/AI and
GOA combined are listed in Table 3.27.

2. Pollock pounds and value listed on fisheries business tax returns correspond to inshore pollock. Pollock
pounds and value listed on landing tax returns correspond to offshore pollock.

3. The pounds and value listed on the fisheries business and fishery resource landing tax returns correspond
to actual pounds and value caught.

4, Revenues are a direct calculation from pounds and value, not the actual revenue paid by taxpayers.
Actual revenues will differ from these numbers because of carryforwards, credits, amended retumns and
the timing of estimated payments.

mparison of Excise T r BS/AI Pollock r 328

Using the above assumptions, we calculated the pounds, value and revenue for 1995 and 1996 inshore and
offshore BS/AI pollock. '

mparison of Insh ffshore B Poll
L. In 1995, the number of pounds of BS/AI pollock subject to the fisheries business tax (inshore) was 915

million (859 million in 1996) and the number of pounds subject to the landing tax (offshore) was 1.5
billion (1.4 billion in 1996).
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Table 3.27: 1995 and 1996 Pollock Tax Revenue Data

FISHERIES BUSINESS TAX'

ESTIMATED
POLLOCK POUNDS VALUE PRICE TAX RATE REVENUE
SHORE 1,016,357,336 $102,603,904 3.0% $3,078,117
FLOAT 73,966,138 $4,766,612 5.0% $238,331
1995 1,090,323,474 $107,370,516 $0.098 $3,316,448
POLLOCK
SHORE 818,014,874 $68,549,631 3.0% $2,056,489
FLOAT 175,261,183 $12,685,276 5.0% $634,264
1996 993,276,056 $81,235,005 $0.082 $2,690,753

FISHERY RESOURCE LANDING TAX?

ESTIMATED
POLLOCK POUNDS VALUE PRICE TAX RATE REVENUE
1995 1,473,380,396 $135,550,996 $0.092 3.0% $4,066,530
1998 1,388,720,808 $113,875,104 $0.082 3.0% $3,416,253

TAX TOTALS

ESTIMATED
POLLOCK POUNDS VALUE PRICE REVENUE
1995 2,563,703,871 $242,921,512 $0.095 $7,382,978
1996 2,381,996,862 $195,110,109 $0.082 $6,107,006
NOTE: FROM FISHERIES BUSINESS TAX RETURNS & FISHERY RESOURCE LANDING TAX

RETURNS (tax period ends 1995 & 1996)

! Estimated revenue is calculated using a 3% tax rate for shore processors and a 5% tax rate for

floating processors. Actual revenue will vary due to amended retumns, credits, the timing of estimated payments
and cammyforwards from previous years. Additionally, 50% of this revenue is shared to qualifying communities

2 Estimated revenue is calculated using a 3% tax rate. Actual pounds and value might vary due to amended
retums. Actual revenue will vary due to amended retums, credits, the timing of estimated payments. Additionally,
50% of this revenue is shared to qualifying communities.

Prepared by Alaska Department of Revenue, Income and Excise Audit Division
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Table 3.28: Bering Sea 1995 and 1996 Pollock Tax Revenue

BERING SEA' FISHERIES BUSINESS TAX?

ESTIMATED
POLLOCK POUNDS VALUE PRICE TAX RATE REVENUE
SHORE 840,717,171 $84,273,515 3.0% $2,528,205
FLOAT 73,966,138 $4,766,612 5.0% $238,331
1995 914,683,309 $89,040,127 $0.097 $2,766,536
POLLOCK
SHORE 683,825,490 $56,644,300 3.0% $1,699,344
FLOAT 175,261,183 $12,685,276 5.0% $634,264
1996 859,086,673 $69,330,076 $0.081 $2,333,608

BERING SEA' FISHERY RESOURCE LANDING TAX®

ESTIMATED
POLLOCK POUNDS VALUE PRICE TAX RATE REVENUE
1995 1,473,380,396 $135,550,996 $0.092 3.0% $4,066,530
1996 1,388,646,983 $113,369,050 $0.082 3.0% $3,416,072

BERING SEA' TOTALS

ESTIMATED
POLLOCK POUNDS VALUE PRICE REVENUE
1995 2,388,063,705 $224,591,123 $0.094 $6,833,066
1996 2,247,733,656 $183,199,128 $0.082 $5,749,679

NOTE: FROM BERING SEA FISHERIES BUSINESS TAX RETURNS & FISHERY
RESOURCE LANDING TAX RETURNS (tax period ends 1995 & 1996)

! Bering Sea (as defined here) cormesponds to the following share locations: Atia, Akutan, Saint Paul, Unalaska,
the unorganized borough, and outside (fong. and lat. outside Borough and municipal boundaries).

? Estimated revenue is calculated using a 3% tax rate for share processors and a 5% tax rate for

floating processors. Actual revenue will vary due to amended retums, credits, the timing of estimated payments
and carryforwards from previous years. Additionally, S50% of this revenue is shared to qualifying communities

3 Estimated revenue is calculated using a 3% tax rate. Actual pounds and value might vary due to amended
retums. Actual revenue will vary due to amended returns, credits, the timing of estimated payments. Additionally,
50% of this revenue is shared to qualifying communities. o

Prepared by Alaska Department of Revenue, Income and Excise Audit Division
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- 2. In 1995, the inshore BS/AI pollock total value was $89 million ($69 million in 1996) and the offshore
BS/AI pollock total value was $136 million ($114 million in 1996). This translated to a total state
revenue of $2.8 million for inshore ($2.3 million in 1996) and $4.1 million ($3.4 million in 1996) for

offshore.

3. For 1995 and 1996, inshore BS/AI pollock (as defined here) accounted for 38% of BS/AI pounds
(inshore plus offshore BS/AI pollock) and 40% of total revenue. For 1995, the two reasons for the
higher revenue percentage were the higher tax rate on floating processing and the higher price on inshore
BS/Al pollock. In 1996, the reason for the higher revenue percentage was the higher tax rate on floating
processing ($250,000 in additional revenue).

4. In 1996, the inshore pounds of BS/AI pollock are down by 6%, total value down by 22%, and revenue
down by 16% from 1995. The offshore pounds are down by 6%, and total value and revenue down by
16%.

Thus, for the indicator year for this analysis, the total 1996 value of the Bering Sea and Aleutian Islands pollock
harvest (as defined here) is $195 million. This translates into approximately $2.3 million in revenue from the
fisheries business tax (inshore) and $3.4 million in revenue from the fishery resource landing tax (offshore), for
a total of $5.7 million.

P ial R r Hi hore/Qffshore P

The Bering Sea and Aleutian Island pollock allocation for 1995 and 1996 was 35% inshore and 65% offshore
(our data shows 38% inshore and 62% offshore). The following are possible reasons why our percentages differ
from the allocation percentages:

1. The data used in this report are from fisheries business and fishery resource landing tax returns.
Taxpayers list where the pollock was processed on their fisheries business tax returns not where it was
caught. Consequently, if a taxpayer caught his pollock in the Gulf but then took this pollock to Bering
Sea or Aleutian Island communities to be processed, we would still count this as BS/AI pollock.
Conversely, if the pollock was caught in the Bering Sea but processed in Gulf communities, we would

count this as Gulf pollock.
2. Processors or DOR may have made errors in data capturing and reporting pounds.
3. Taxpayers are taking their last load of pollock with them out of state (see leakage discussion below).
mparison of BS/AJ Poll i I t T 3.29-3.32

The following percentages should help to put the revenue generated from BS/AI pollock in perspective relative
to the revenue generated by other fish species.

L. In 1995, BS/AI pollock revenue was 93% of total statewide (landing and fisheries business) pollock
revenue (94% in 1996).

2. In 1995, pollock revenue was 53% of total statewide groundfish revenue (50% in 1996).
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Table 3.29: 1995 Landing Tax Pounds and Values

ESTIMATED'

SPECIES POUNDS VALUE PRICE TAX RATE REVENUE
GROUNDFISH 2,118,032,016  $216,634,800 $0.102 3.0% $6,117,150 2
SHELLFISH 7,612,422 $19,540,840 $2.567 3.0% $586,225
OTHER 79,845 $123,092 $1.542 3.0% $3,693
TOTALS 2,125,724,282  $236,298,731  $0.111 $6,707,068
NOTE: FROM FISHERY RESOURCE LANDING TAX RETURNS (tax period ends 1995)

! Estimated revenue is calculated using a 3% rate for established species and a 1% rate for developing species.

Actual revenue will vary due to amended retumns, credits, the timing of estimated payments and

carryforwards from previous years. Actual pounds and value might vary due to amended retums. Additionally,
50% of this revenue is shared to qualifying communities
2 Adjusted for $381,894 in refunds due to retroactive application of developing species designation to the landing

tax.
Table 3.30: Landing Tax Pounds and Values'
ESTIMATED
SPECIES POUNDS VALUE PRICE TAX RATE REVENUE
GROUNDFISH
DEV. 280,840,684 $14,393,419 $0.051 1.0% $143,934
EST. 1,805,400,910 $175,725,308 $0.097 3.0% $5,271,759
TOTAL 2,086,241,594 $190,118,728 $0.091 $5,415,693
SHELLFISH
DEV. 295,515 $1,587,610 $5.372 1.0% $15,876
EST. 8,924,944 $14,159576 $1.587 3.0% $424,787
TOTAL 9,220,459 $15,747,188 $1.708 $440,663
OTHER
EST. 35,189 $23,269 $0.661 3.0% $698
TOTAL 35,189 $23,269 $0.661 $698
TOTALS 2,095,497 242 $205,889,183 $0.098 $5,857,055
NOTE: FROM FISHERY RESOURCE LANDING TAX RETURNS (tax period ends 1996)

! Estimated revenue is calculated using a 3% tax rate for established species and a 1% tax rate for developing species.
Actual revenue will vary due to amended retums, credits, the timing of estimated payments
and carryforwards from previous years. Actual pound and value might vary due to amended retumns. Additionally,
50% of this revenue is shared to qualifying communities

Prepared by Alaska Department of Revenue, Income and Excise Audit Division
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Table 3.31: 1995 Fisheries Business Pounds, Value and Revenue Data

FISHERIES BUSINESS TAX'
ESTIMATED
POUNDS VALUE PRICE TAXRATE REVENUE

SALMON

SHORE EST. 395,789,374 $228,043,167 3.0% $6,841,295

CAN EST. 406,055,010 $134,204,187 4.5% $6,039,188

FLOAT EST. 163,825,497 $117,102,567 5.0% $5,855,128
TOTAL 965,669,881 $479,349,922  $0.496 $18,735,612
SHELLFISH

SHORE EST. 57,569,487 $142,786,796 3.0% $4,283,604

SHORE DEV. 5,212,551 $4,904 600 1.0% $49,046

FLOAT EST. 41,470,646 $99,774,526 5.0% $4,988,726
TOTAL 104,252,684 $247,465922  $2.374 $9,321,376
GROUNDFISH

SHORE EST.  1,297,228.431 $237,045,595 3.0% $7,111,368

SHORE DEV. 12,844 539 $1,409,814 1.0% $14,098

FLOAT 110,880,098 $15,019,886 5.0% $750,994

FLOAT DEV. 3,429,017 $283,506 3.0% $8,505
TOTAL 1,424,382,035 $253,758,301  $0.178 $7,384,965
HERRING

SHORE EST. 41,815,672 $20,707,448 3.0% $621,223

FLOAT EST. 76,631,166 $32,300,628 5.0% $1,615,031
TOTAL 118,446,838 53,008,075 $0.448 $2,236,255
HALIBUT

SHORE EST. 30,014,357 $57,946,825 3.0% $1,738,405

FLOAT EST. 249,360 $550,584 5.0% $27,529
TOTAL 30,263,717 58,497,409  $1.933 $1,765,934
ALL SPECIES
TOTALS 2,643,015,205 $ 1,092,080,129 $0.413 $39,944,142
NOTE: FROM 1995 FISHERIES BUSINESS TAX RETURNS

(tax period ends 1995)

'Esﬁmatedmuobahﬂ&dbreﬁabﬁshedspedesmingaS%hxmhrshoum. a 5% tax rate for

floating processors and a 4.5% rate for canneries. For developing species (not broken out if they comprise less than 1% of total
value), a 1% rate is used for shore and a 3% rate used for ficating processors. Actual revenue will vary due to amended retums,
credits, the timing of estimated payments and carryforwards from previous years. Actual pounds and value might vary due to
amended retums, Additionaily, S0% of this revenue is shared 1o qualifying communities.

Prepared by Alaska Department of Revenue, Income and Excise Audit Division
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Table 3.32: 1996 Fisheries Business Pounds, Value and Revenue Data

(tax period ends 1996)

FISHERIES BUSINESS TAX'
ESTIMATED
POUNDS VALUE PRICE TAXRATE REVENUE

SALMON

SHORE EST. 377,120,717 $207,103,505 3.0% $6,213,105

CAN EST. 341,258,470 $89,641,178 45% $4,033,853

FLOAT EST. 134,581,570 $82,161,868 5.0% $4,108,093
TOTALS 852,960,756 $378,906,550  $0.444 $14,355,052
SHELLFISH

SHORE EST. 57,013,720 $106,784 403 3.0% $3.203,532

SHORE DEV. 6,619,129 $3,041,020 1.0% $30,410

FLOAT EST. 31,931,619 $47,935,399 5.0% $2,396,770
TOTALS 95,564,468 $157,760,822  $1.651 $5,630,712
GROUNDFISH

SHORE EST. 1,113,875,396 $187,583,227 3.0% $5,627,497

SHORE DEV. 15,586,309 $1,569,994 1.0% $15,700

FLOAT EST. 227,947,357 $20,825,772 5.0% $1,041,289
TOTALS 1,357,409,062 $209,978,993  $0.155 $6,684,485
HERRING

SHORE EST. 51,800,870 $30,810,059 3.0% $924,302

FLOAT EST. 58,924,511 $28,681,052 50% $1,434,053
TOTALS 110,725,381 $59,491,111  $0.537 $2,358,354
HALIBUT

SHORE EST. 32,387,495 $70,955,762 3.0% $2,128,673

FLOAT EST. 183,933 $394,973 5.0% $19,749
TOTALS 32,571,428 $71,350,734  $2.191 $2,148,421
ALL SPECIES
TOTALS 2,449,231,095 877,488,210  $0.358 $31,177,025
NOTE: FROM 1996 FISHERIES BUSINESS TAX RETURNS

! Estimated revenue is calculated for established species using a 3% tax rate for shore processors, a 5% tax rate for
floating processors and a 4.5% rate for canneries. For developing species (not broken out if they comprise less than 1% of total
value), a 1% rate is used for shore and a 3% rate used for floating processors. Actual revenue will vary due to amended retums,
credits, the timing of estimated payments and carryforwards from previous years. Actual pounds and value might vary due to

amended retumns. Additionally, S0% of this revenue is shared to qualifying communities.

Prepared by Alaska Department of Revenue, income and Excise Audit Division
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- 3. In 1995 and 1996, pollock revenue was 16% of total statewide fish revenue. In comparison salmon
represented 40% (39% in 1996), shellfish 21% (16% in 1996), halibut 4% (6% in 1996) and Herring
5% (6% in 1996) of the total statewide fish revenue.

In summary, the total 1996 value of pollock represents 9% ($81.2 million) of the total value of all fish (shellfish,
salmon, halibut, herring, groundfish & shellfish) listed on 1996 fisheries business returns ($877.5 million).
Additionally, pollock represents 55% ($113.9 million) of the total value of all fish listed on fishery resource
landing tax returns ($205.9 million).

Comparison of Corporate Reven

In order to provide the council with a comprehensive view of revenues generated through the pollock fishery, the
Department of Revenue attempted to analyze corporate tax revenue amounts attributable to pollock fishing
activities. However, it was found that it is not possible to estimate the pollock only component. These
corporations might fish multiple species or be involved in other business activities. The structure of the corporate
tax reporting system precludes identifying corporate revenue attributable to the inshore and offshore pollock
fisheries. Instead, the best data that can be provided is the total corporate revenue of landing and fisheries
business taxpayers.

Evaluation of the I eakage Phenomenon T 3.33 le 3.34

In order to be fully responsive to the Council’s request, it was necessary to compare “tons-taxed’ to “total tons”
produced, on an annual basis. The council generally assumed that any difference observed represents the amount
of catch which was landed ‘outside’ Alaska taxing jurisdictions. These ratios can be used to extrapolate leakages
attributable to offshore catches landed outside Alaska for a given TAC apportionment.

The definition of leakage being applied for purposes of this discussion is “transshipments made outside of 3
miles and the last-load phenomenon”. Federal data may exist to resolve this issue. Absent this information, one
approach to addressing the leakage issue is to compare Department of Revenue and National Marine Fisheries
Service (NMFS) pollock data. However, leakage is only one of many possible explanations for differences
between the DOR and NMFS data.

mparison n D Pollock D

Because of differences between the DOR and NMFS price estimation methodology, we use unprocessed pounds
of pollock as our basis of comparison. Our data comes from fisheries business and landing taxpayers returns
while NMFS data comes from information provided by the North Pacific Fishery Management Council on
January 22, 1998.

As a result of looking into these issues of differences in reporting and possible leakages, the following findings
emerged:

1. There is less than a 1% difference between the total pounds of pollock listed on 1996 Bering Sea and
Aleutian Islands fisheries business tax returns and the total inshore 1996 pounds of Bering Sea and
Aleutians Islands pollock identified by the National Marine Fisheries Service.

2. There is an 16% difference between the total pounds of pollock listed on 1996 fishery resource landing

tax returns and the total offshore 1996 pounds of Bering Sea and Aleutians Islands pollock identified
by the National Marine Fisheries Service.
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Table 3.33: Comparison of 1995 & 1996 DOR Bering Sea and Aleutians Pollock
Pounds Data with National Marine Fisheries Service Data

DOR NMFS % DIFF. DOR NMFS % DIFF.

LANDING OFFSHORE NMFS FISH BUS. INSHORE NMFS

1995 1,473,380,3%6 1,797,899,331  -18.05% 914,683,309 915,068,440 -0.04%
1996 1,388,646,983 1,654,519,021 -16.07% 859,086,673 863,125,980 -0.47%

Tax data is from original fisheries business and fishery fanding 1995 & 1996 tax retums. The NMFS data is from the
National Pacific Fishery Management Council (January 22, 1998).

Table 3.34: Comparison of 1995 & 1996 DOR Bering Sea and Aleutians Pollock Pounds Data with
National Marine Fisheries Service Data, and Revenue Difference if Assumed Taxable

DOR NMFS
LANDING OFFSHORE
1995 1,473,380,3%6  1,797,899,331
1996 1,388,646,983  1,654,519,021
DOR NMFS
FISH BUS. INSHORE
1995 914,683,309 915,068,440
1996 859,086,673 863,125,980

% DIFF.
NMFS
-18.05%
-16.07%

% DIFF.
NMFS

-0.04%
0.47%

DIFFERENCE  REVENUE IF DIFF.
POUNDS ASSUMED TAXABLE
-324,518,935 895,672
-265,872,038 654,045
DIFFERENCE = REVENUE IF DIFF.
POUNDS ASSUMED TAXABLE
-385,131 1,121
-4,039,307 9,816

$0.081/pound.

Tax data is from original fisheries business and fishery landing 1995 & 1996 tax retums. The NMFS data is from the
National Pacific Fishery Management Council (January 22, 1998). Revenues were caiculated for each year using
the 3% landing tax for both offshore and onshore deliveries. The following product prices were used to estimate
revenue: offshore (1995) $0.092/pound; (1996) $0.082/pound; onshore: (1995) $0.097/pound; (1996)

Prepared by the Alaska Department of Revenue, Income and Excise Audit Division
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3.

Although there is no clear source of these differences, if these pounds had been landed in Alaska and
taxed, then the combined revenue for the two years 1995 and 1996 would be approximately $11
thousand for the inshore fishery and $1.5 million for the offshore fishery.

ible R for Differ n DOR and NMFS Estim

Inshore. The following are potential reasons for differences between DOR and NMFS estimates of the size of
the inshore pollock harvest. In spite of these potential differences the NMFS and DOR estimates are less than
1% apart.

1.

Reference Area: Differences between NMFS and DOR data could result from differences in the
definition of BS/AI pollock used by DOR and NMFS. DOR inshore data is from fisheries business tax
returns. NMFS data is from weekly production reports and observer data. Fisheries business taxpayers
are only required to state the physical location of where the processing took place. Thus, if Bering Sea
pollock is being processed in the Gulf, we would not include it as BS/AI pollock and if Gulf pollock was
being processed in BS/AI communities, we would include it as BS/AI pollock. It is possible that BS/AI
pollock processed in the Gulf offsets Gulf pollock processed in BS/AI communities.

Errors: Processors, DOR or NMFS may have made errors in data capturing and reporting pounds.

Noncompliance: There may be some taxpayers who are not reporting the total number of pounds of
taxable pollock.

Offshore. The following are some of the potential reasons for the 18% (1995) and 16% (1996) difference

L.

_between NMFS and DOR estimates of offshore pollock.

Calculation of Pounds: The landing taxpayer has three choices in listing the unprocessed pounds on their
landing tax returns: (1) actual scale weight, (2) NMFS volumetric measurement, (3) NMFS recovery
rate or (4) other (see Alaska Administrative Code - 15 AAC 77.045). Other includes using a verifiable
industry average recovery rate. Consequently, the taxpayer’s calculation of unprocessed pounds on his
landing tax return might differ from the calculation used by NMFS.

2. Leakage: Taxpayers might be taking their last load of pollock out of the state with them on their last run.

3. Errors: Errors made by processors, DOR or NMFS in data capturing and reporting pounds.

4. Noncompliance: There may be some taxpayers who are not reporting the total number of pounds of
taxable pollock.

Summary of Findings

The following are some of the findings of this report:

L.

The total 1996 value of the Bering Sea and Aleutian Islands pollock harvest (as defined here) is $195
million. This translates into approximately $2.3 million in revenue from the fisheries business tax and
$3.4 million in revenue from the fishery resource landing tax (for a total of $5.7 million).

The total 1996 value of pollock represents 9% ($81.2 million) of the total value of all fish (shellfish,
salmon, halibut, herring, groundfish & shellfish) listed on 1996 fisheries business returns ($877.5
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million). Additionally, pollock represents 55% ($113.9 million) of the total value of all fish listed on
fishery resource landing tax returns ($205.9 million).

3. There is less than a 1% difference between the total pounds of pollock listed on 1996 Bering Sea and
Aleutian Islands fisheries business tax returns and the total inshore 1996 pounds of Bering Sea and
Aleutians Islands pollock identified by the National Marine Fisheries Service. There is a 16% difference
between the total pounds of pollock listed on 1996 fishery resource landing tax returns and the total
offshore 1996 pounds of Bering Sea and Aleutians Islands pollock identified by the National Marine

Fisheries Service.

4. Although there is no clear source of these differences, if these pounds had been landed in Alaska and
taxed, then the combined revenue for the two years 1995 and 1996 would be approximately $11
thousand for the inshore fishery and $1.5 million for the offshore fishery.

In addition to the fish taxes collected by the State, local governments within Alaska also collect fish taxes. Table
3.35 below lists the tax rates assessed by the local governments throughout Alaska. These rates apply to the ex-
vessel value of raw fish landed in the borough or city. Only the cities of King Cove, Sand Point, Akutan, and
Unalaska have processors that reported taking landings of Bering Sea or Aleutian Islands pollock during 1996.
The remaining cities and boroughs have been included to provide a complete list of local fish taxes, although they
do not generate taxes from Bering Sea and Aleutian Islands pollock.

Table 3.35 Regional Raw Fish Taxes

Alaska City and Borough Raw Fish Taxes (These taxes are paid in addition to the State taxes)
Location Borough City Total
King Cove 2% 2% 4%
Sand Point 2% 2% 4%
Akutan 2% 1% 3%
Unalaska 0% 2% 2%
Atka 0% 1% 1%
Pilot Point 2% 3% 5%
St. George 0% 3% 3%
Togiak 3% 2% 5%

Oregon Fish Taxes

Chapter 635, Division 6 - Department of Fish and Wildlife, of the Oregon Administrative Rules states that fish
taxes are levied at 1.09% of the exvessel value (salmon and steelhead taxes are levied at 3.15%). However, over
the last ten years the largest reported pollock landing in Oregon was 148 pounds'®. These rare landings of small

10 Personal communication with Jerry Lukas of the Oregon Department of Fish and Wildlife.
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amounts of pollock are likely the result of bycatch in other target fisheries. Therefore, only insignificant amounts
of Alaskan pollock have been landed and taxed in Oregon over the past ten years.

Washington Fish Taxes

Fish taxes are not paid on round pollock that are caught from waters off Alaska’s coast, and landed in
Washington, or on processed pollock products (i.e., surimi) landed in Washington, when the fish were caught
from waters off Alaska. The only taxable fish in Washington, caught from waters off Alaska’s coast, are chinook
salmon harvested from southeast Alaska waters and caught by trolling. Chapter 82.27 Revised Code of
Washington, contains the official language regarding fish tax laws.

Federal T

A variety of other state taxes are collected based on revenues earned through fishing pollock. State business and
income taxes are examples. Federal taxes are also collected through business and personal income taxes. A full
examination of tax-related issues would ideally include an assessment of these types of taxes, in addition to the
fish taxes discussed above. Tracing these taxes through the system is well beyond the scope of this analysis. The
information required to study this complex issue in detail is not currently available, and likely could not be
collected if the analysts were given additional time and resources.
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4.0 ANALYSIS OF BS/AI ALTERNATIVES

Previous sections described the 1991, 1994, and 1996 BS/AI pollock fisheries. The focus will now shift to
providing information on the pollock allocation alternatives identified by the Council. Seven specific alternatives
were studied in addition to the Council’s preferred alternative.

Alternative 1 is the no action alternative. The No Action alternative would allow the inshore/offshore allocation
to expire on December 31, 1998. Members of the current inshore and offshore sectors would then be allowed
to process as much of the pollock TAC as they can before the fishery is closed. Alternative 2 would rollover the
current 35% inshore and 65% offshore pollock allocation. Alternatives 3(A) through 3(D) provide information
on four specific allocations the Council considered. The Council also considered an option that would allocate
a percentage of the TAC to catcher vessels. The catcher vessel allocation alternative - referred to as the
Harvester’s Choice - could be delivered to any processing sector. Finally a discussion of the Council’s preferred
alternative is provided. The projections for the Council’s preferred alternative are based on the same assumptions
that were used to describe the outcomes under Alternative 2-3(D).

Several sub-options have been identified by the Council in addition to the sector allocations. However, for the
sake of simplicity, those will be discussed outside of the general allocation alternatives. For example, there is
a sub-option to sunset I/O3. The Council may choose to sunset the /O3 program one year after implementation,
three years after implementation, or make the program permanent until replaced by a comprehensive
rationalization program (CRP). Any of these sub-options may be chosen regardless of the TAC allocation
selected. Therefore, instead of discussing the sunset sub-options within each alternative, a section will be devoted
to sunset options after the six general alternatives have been presented. The same procedure will be used for each
of the other /O3 sub-options included by the Council.

4.1 Basic Allocation Percentages
4.1.1 “No Action” Alternative

In April, 1990, the Council adopted its Problem Statement for the Inshore/offshore FMP Amendment. It
characterized the management dilemma in the following way:

“The finite availability of fishery resources, combined with current and projected levels of harvesting

and processing capacity and the differing capabilities of the inshore and offshore components of the
industry, has generated concern for the future ecological, social and economic health of the resource
and industry. These concerns include, but are not limited to, localized depletion of stocks or other
behavioral impacts on stocks, shortened seasons, increased waste, harvests which exceed the TAC,
and possible preemption of one industry component by another with the attendant social and
economic disruption.

Domestic harvesting and processing capacity currently exceeds available fish for all species in the
Gulf of Alaska and most species in the Bering Sea. The seafood industry is composed of different
geographic, social, and economic components which have differing needs and capabilities, including
but not limited to the inshore and offshore components of the industry.

The Council defines the problem as a resource allocation problem where one industry sector faces
the risk of preemption by another ...”
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(Excerpted from the SEIS and RIR/RFA for Amendments 18/23 to the Fishery Management Plans for
the Groundfish Fishery of the Bering Sea and Aleutian Islands and the Gulf of Alaska, March 5, 1992.)

While not explicitly referenced in the problem statement, the original inshore/offshore apportionment debate was
contained within the context of a somewhat broader discussion of CRP for the groundfish fisheries of the BS/AI
and GOA. Thus, according to the public record on this issue, the original inshore/offshore amendment was
principally intended as a temporary, or interim, action to address, among other concerns'!, the “.. risk of
preemption” within the BS/AI and GOA pollock fisheries, while the Council contemplated the development of
a CRP.

Preemption has been broadly defined within the amendment to include a range of adverse economic and social
effects imposed upon one sector by the activities of another. While the subsequent debate over these impacts was
primarily concemed with apportionment of “catch-shares” among the several components of the industry, there
was also apprehension expressed about adverse impacts upon community stability, employment opportunities
for rural Alaska (and especially Native) residents, market structure and supply considerations, “spill-over” effects
on other fisheries, as well as, impacts on marine mammals, sea birds, and other components of the physical
environment.

The source of much of this concern was attributed to the rapid rates of growth in capacity, within both the at-sea
and inshore sectors. Indeed, by the time I/O1 was adopted and implemented, there was general agreement that
both the inshore and offshore sectors were very substantially overcapitalized, and that several times more total
capacity existed, within the industry as a whole, than was necessary (much less optimal) to harvest and process
the entire available pollock TAC.

One direct effect of this expansive growth was that the BS/AI pollock fishing season was increasingly
concentrated, in time and geographic location. The open access race-for-fish was believed to be resulting in
wasteful and inefficient fishing and processing practices, imposing costs at the operational, local, and societal
levels. Many of these costs were assessed qualitatively in the original Inshore/offshore analysis and supporting
documents (see, the Final Supplemental Environmental Impact Statement and Regulatory Impact Review/Initial
Regulatory Flexibility Analysis of Proposed Inshore/offshore Allocation Alternatives [Amendments 18/23] to
the Fishery Management Plans for the Groundfish Fishery of the Bering Sea and Aleutian Islands and the Gulf
of Alaska, March 5, 1992).

The original I/O amendment provided a temporary management structure which has tended to “stabilize” sector-
shares of the BS/AI pollock TAC (although, initially providing a somewhat greater percentage of the TAC to the
inshore sector than it had historically enjoyed).’> While I/O has not eliminated capital growth in this fishery, it
has, in large part, accomplished the Council’s primary objective of preventing the outright “preemption” of less
mobile components of the industry. This has not been achieved without imposing direct economic and social
costs, and introducing market distortions. Nonetheless, /O has imposed a degree of stability berween (if not
within) the sectors which likely would not have been attainable in the open access environment of this fishery,
as it existed prior to the original inshore/offshore amendment. In this respect, the /O amendment (and its

" As the analysts responsible for assessing J/O1 explained in the EA/RIR, “The original concerns expressed
in the Problem Statement are broad-based, touching on resource conservation, operating characteristics of firms,
competitive behavior, and possible preemption of one industry component by another with the attendant social and
economic disruptions” (page 3-21, op cit.).

12 See sector share profiles in Appendix.
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= subsequent renewal under I/O2) can be regarded as a “qualified success”, having achieved many of the Council’s
stated objectives for the original action.

[/01 was implemented beginning in the B-season of 1992. Its provisions were continued under /O2 in 1995.
/02 contains a sunset of December 31, 1998. Inaction (or the decision to take “no action™) by the Council on
/O3 will, therefore, automatically result in elimination of the inshore/offshore amendment provisions, including
sector apportionment of the BS/AI (and GOA) pollock TAC, specific CDQ provisions of the original /O
amendment'3, and the CVOA harvest management area.

The intervening period between initial implementation and the present has seen numerous structural changes in
both the inshore and offshore sectors of the industry. Capital-stuffing has reportedly continued in both sectors,
although perhaps in some cases emphasizing greater utilization of each fish caught, rather than faster capture and
through-put. Capital and capacity have exited the fishery over this period, although not proportionally across
each subsector. And some of this displaced capacity has re-entered under new ownership or reorganization.

Therefore, while the industry probably is still substantially over-capitalized, given the size of the current pollock
TAQC, it is a significantly different fishery and industry than existed prior to /O1 (see, for example, the Sector
Profiles, contained in the Appendix of this analysis). As a result, it is impossible to predict with certainty how
the several individual subsectors of the industry would react to a return to a single, unapportioned pollock TAC
and removal of the CVOA restrictions.

It is probable, however, that virtually all of the “destabilizing”’ and “preemptive” behavior, believed to have
been observed in the fishery, and which prompted Council action on I/O1, would reemerge, although the rate and
pattern of reemergence are speculative. That is to say, it is highly likely that the fastest, largest, and most mobile
components of the industry would exploit these inherent operational assets in the BS/AI pollock target fisheries,
resulting as before in a heightened risk of, “... one sector preempting another.”

Reversion to ‘open access’ management of this fishery, as under the “No Action” alternative, could also induce
operations to accelerate rates of fishing to maximize catch-share. This, in turn, could further reduce season length
and potentially result in (1) diminished rates of catch utilization, (2) idling of capacity and crews earlier and for
longer periods, (3) placing greater stress on fishing communities and their associated infrastructure, (4)
destabilizing operational and market planning horizons, and (5) further complicating and delaying progress
towards CRP, should the Council choose to proceed in this direction.

While regulatory changes adopted by the Council and implemented by the Secretary since adoption of /O1 may
ameliorate some of these effects (e.g., IR/IU, and the Vessel Entry Moratorium), it is unlikely that a return to an
undifferentiated or unapportioned TAC and ‘open access’ management of the BS/AI pollock resource would
result in any ... net benefit to the Nation. Therefore, the No Action alternative appears to be (relatively) inferior
to other alternatives under consideration in I/O3, in terms of achieving the Council’s specific objectives for this
proposed management action.

1 The CDQ provisions are being addressed under a separate amendment action and, therefore, are not
automatically at risk of “sunsetting” with the rest of I/O, should the Council take no action before December 31, 1998 to
renew or ‘roll-over’ the I/O amendment.
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4.12 Status Quo: Alternative 2 (35% Inshore and 65% Offshore)

By selecting Alternative 2, the Council would have kept the BS/AI pollock TAC allocations that have been in
place since the 1992 B-season. This allocation would continue to allow the inshore sector to process 35% of the
available BS/AI pollock TAC, and the offshore sector to process 65%.

The projections of catch and product mix under this alternative differ from those reported for the 1996 fishery,
which are discussed in the baseline section of the document, only because we have assumed the future BS/AI
pollock TAC (1.10 mmt) will be different from the 1996 harvest (1.16 mmt). Had the TAC been expected to
remain at the 1996 levels, the 1996 and status quo numbers for catch, product mix, and gross revenue would be
exactly equal.

Projected Pr: in I

Givena TAC of 1.1 mmt and a 35/65 split of the pollock TAC, the Inshore sector would be allowed to process
356,125 mt of pollock excluding any CDQ fish. “True” motherships would process about 101,750 mt and
offshore catcher processors would process about 559,625 mt, if they maintain the same proportions of the
offshore processing as in 1996. CDQs would account for the remaining 82,500 mt of BS/AI pollock.

The total amount of product produced will vary depending on the allocation selected, because industry sectors
may have different markets and/or utilization rates. The fillet catcher processor sector, for example, is projected
to produce nearly 18,000 mt of deep skin fillets under
.a 1.1 mt TAC (Table 4.1). By definition the fillet

- catcher processors will produce no surimi. “True”
-motherships, on the other hand, are expected to
produce no fillets and just under 20,000 mt of surimi.
Changing the allocation between these two sectors
will have substantial impacts on our estimates of the
various products produced. Though of “True”
motherships may add fillet equipment to their vessels
under the right market conditions, predicting when a
“True” mothership might add equipment to produce
fillets, or when an additional “True” mothership with
the capability to produce fillets might enter the

Product mix assumptions:

1. Processors within a sector will continue to
process products in the same relative proportions
as they did in 1996.

2. Sectors will continue to have the same
utilization rates as 1996 (Use caution when
comparing product projections across
industry sectors). The methods for estimating
total catch differs between shorebased and at-sea
processors, and therefore utilization rates may not
be directly comparable. See the utilization rate

discussion in Chapter 3.

pollock fishery, are well beyond our current
knowledge base and this analysis.

At the bottom of Table 4.1 is a section on products produced from pollock harvested under the CDQ program.
The amount of product produced will be the same under any alternative. These numbers do not change because
CDQ pollock fisheries are outside of the Inshore/offshore allocation.

The product mix for 1996 is reported in Section 3.8, and was presented in the baseline information. Inshore CDQ
products were not broken out in that table, because the NMFS Weekly Production Reports cannot separate
products made from fish caught in pollock target and CDQ fisheries. One reason they cannot be separated is due
to the mixing of fish that may occur during that week’s processing. Pollock taken as bycatch in the Pacific cod
fishery or in an open access pollock target fishery may be mixed with CDQ fish. To breakout the inshore CDQ
pollock products in Table 4.1, the utilization rate for the combined open access and CDQ fishery was applied to
the projected CDQ harvest. For additional information on the interactions of CDQ pollock and the
Inshore/offshore allocation see Appendix 3.
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Table 4.1 Estimated product mix under the current Inshore/Offshore program

Alternative 2 (35% Inshore and 65% Offshore)
Inshore/Offshore  Who Caught Surimi Minced Fillet/Block Deep Skin Meal  Oil Roe
Class the Fish and IQF Fillet
Non-surimi C/P  Self Caught - 6,420 3,882 15,477 - - 1,539
Catcher Vessels - 1.243 912 2,239 - - 163 |
Non-surimi C/P Total - 7,663 4,794 17,716 - - 1,702
Surimi - C/P Self Caught 49,618 13 1,080 6,282 10,695 337 5,042
Catcher Vessels 7,022 = 26 651 1341 = 438 |

Catcher Processor Total! 56,640 7,675 5,899 24,649 12,036 337 7,182
“True” Mothership Total' 19,819 - - - 4,520 318 969

 Inshare Total' 64252 2365 8311 6,702 25092 7,667 3,978
Grand Total 140,711 10,040 14,210 31,351 41,649 8322 12,128
Non-surimi C/P  CDQ Fishery® - 3,059 3,191 2,662 - - 346
Surimi - C/P CDQ Fishery 3,993 10 150 1,027 338 - 481
“True” Mothership CDQ Fishery 1,301 - - - 264 - 274
Inshore CDQ Fishery? 1,897 70 245 198 741 226 117
! Use caution when comparing production across industry sectors. See the discussion of utilization rates in the baseline chapter.

? The utilization rates from the combined open access and CDQ catches were used to estimate this production

® CDQ production is assumed to remain constant under any of the allocation alternatives

[Note: This estimate assumes a 1.1 million metric ton TAC, with 7.5% allocated to CDQ fisheries.

Pri R
Exvessel Prices, Exvessel prices were discussed in Section 3.7 of this document. That section provided a detailed

description of how the inshore and at-sea exvessel prices were determined. The text box to the right contains a
summary of the exvessel prices that will be used in
our projections. Because the at-sea price is set as a

percentage of the shoreside price, any allocation to
catcher vessels delivering at-sea will result in less
gross revenue than if the same amount of fish were
delivered shoreside. However, it is important to
remember that revenues are only half of the equation.
Catcher vessels that choose to deliver at-sea likely do
so for a reason. If they are operating their vessel to
maximize profits, which is a reasonable assumption,
they must either have the option of delivering more
fish or they have a lower cost structure when

Offshore exvessel price assumption: The price of
pollock delivered to catcher processors or “true”
motherships is assumed to be 87.5% of inshore exvessel
price. The inshore price used in this analysis is $0.0850,
therefore the offshore price equals $0.0744. We have
also assumed that the quantity of pollock harvested does

not impact the exvessel price.

delivering at-sea. It is possible they may realize both of these benefits. The additional fish and/or lower costs
would then counteract the lower price and potentially yield equal or greater profits for the catcher vessels. We
must point out, however, that without information on the catcher vessel’s cost structure, it is not possible to
determine if this would actually be the resuit.

142
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- cher Vessel’ R from Pollock

Catcher vessels generate revenue by selling the pollock they harvest to processors. All of the pollock allocated
to the inshore and “true” mothership sectors will be delivered by catcher vessels. Catcher processors also
supplement harvesting capability by taking deliveries from catcher vessels. In 1996, approximately 10% of the
total amount of pollock processed, by the catcher processor sector was harvested by catcher vessels. Only that
portion of the catcher processor allocation that is harvested by catcher vessels will be included in our estimates
of catcher vessel gross revenue. Pollock that was caught and processed by catcher processors is included in the
column titled “Own Harvest”, but the revenue fields are intentionally left blank.

The Council considered a sub-option that would require a minimum of nine to 15% of the catcher processor’s
allocation be delivered by catcher vessels. This sub-option will be discussed in more detail in Section 4.2.2.

If the Council had chosen to roll-over the current Inshore/offshore allocation, there would be no change in the
gross revenue catcher vessels will receive (it is the same allocation). That is reflected in the last line of Table 4.2
below. The second line from the bottom reports the total revenue catcher vessels are expected to receive from
each sector, based on the price assumptions used in this analysis. Those projections indicate that catcher vessels
would earn almost $93 million. Inshore processors would have paid catcher vessels about $67 million, “true”
motherships about $17 million, and catcher processors about $9 million.

Table 4.2 Alternative 2. Impacts on Catcher Vessel's Gross Revenue
_ Catcher Processors  _
Inshore “True” Ccv Own Total
Motherships  Deliveries  Harvest
Allocation Percentages 35% 10% 55% 49.5% 100%
[Sector's Allocation (mt) 356,125 101,750 55,963 503,663 1,017,500
Change from Status Quo ! (mt) - - - - -
Sector's Allocation Change (%) 0% 0% 0% 0% -
Est. Exvessel Revenue per Ton of Raw Pollock  § 187 $ 1642 $ 1642 n/a n/a
Est. Total Exvessel Revenue (Million $) $ 66.7 $ 16.7 $92 n/a $ 926
Est. Change in Exvessel Revenue (Million $) $ 0.0 $ 0.0 $ 00 n/a $ 0.0
The sector's allocation was calculated using the following formula: (allocation % *1,100,000mt * 0.925)
'Status quo allocation assumes that catcher processors harvest 55%, “true” motherships 10%, and Inshore 35%. The National
Marine Fisheries Service 1996 Blend data also showed that about 10% of catcher processor's pollock was delivered to them by,
catcher vessels.
2 Remember, “true” mothership and catcher processor revenue per ton is assumed to be 87.5% of the Inshore revenue.
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Fi lesale Pri FOB Alaska prices for each product form (excluding oil) and sector are discussed in
detail in Chapter 3. Those prices, summarized in Table 4.3 below, are multiplied by the products reported in the
product mix tables to generate gross revenues at the first wholesale level.

Table 4.3 Pollock First Wholesale Prices

Wholesale Prices per Metric Ton of Product

Product Form Inshore  Catcher Processors ‘“True” Motherships

Surimi $ 1,808 $ 1,907 $ 1,907

Fillets, Blocks, IQF $2,116 $2116 $2,116

Deep Skin Fillets $2,734 $2,734 $2734

Minced' $1,146 $931 $931

Roe $9,965 $ 13294 $ 13,294

Meal $661 $639 $ 639

Source: Production and Revenue/Price Data Reported to NMFS (1991, 1994) and ADF&G (1996) in the Commercial Operators Annual
Report (COAR).

Note: To protect the confidentiality of processors, fillet prices are based on combining inshore and offshore data.
'Mince prices for 1991 and 1994 were not estimated. The 1996 offshore mince price was provided by APA as only one At-sea company
reported mince prices to ADF&G. If APA and ADF&G data were combined the average 1996 offshore minced price would be $992/mt.

Pr r Revenue at Fi ]
Gross revenue can be estimated by multiplying the first wholesale revenue per ton of raw pollock by the number
of tons processed. This method does not provide detail on the contribution of each product form to total revenue,

but it does allow the reader to easily calculate total revenue within a processing sector. The adjacent text box lists
the revenues per ton used in this analysis. These values were derived using the following formula:

Gross Revenue per Ton = Y (P,*Q)/R;

where;
Pi = the first wholesale price of product I by the 1st Wholesale Gross Revenue
sector during 1996 ($/mt Raw Fish)
Qi = the quantity of product I the sector produced in Sector Wi"h Without
1996 Fish Fish
Meal Meal
R = tons of raw pollock processed by the sector in Surimi Catcher Processor $ 540 § 520
1996 Fillet Catcher Processor  $ 516 § 516
Our method of estimating gross revenue is straight Catcher Processor Total $ 532 $ 519
forward. Prices are assumed to remain fixed at 1996 “True” Mothership $526 $ 498
levels. Constant first wholesale prices mean the | Surimi Inshore $587 $ 539
amount of product produced has no impact on the Fillet Insh
price. This assumption was necessary because of the et Inshore § 616 $ 576
limited information available on pollock demand. | Total Inshore $592 § 546
The most recent attempt to study pollock price and | Tetal (weight average) $ 554 $526

quantity relationships was conducted by Herrmann et.
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al.'* However the literature in this area is sparse at best, and given our current data constraints no reliable model
could be developed under the /O3 time line.

Table 4.4 contains estimates of each processing sectors’ gross revenues under the Status Quo alternative. This
table, and the other first wholesale gross revenue tables in this section, report values at the product level. The
additional detail was included so the reader could readily see the contribution of each product form. However,
the same totals would be estimated if the revenues per ton, in the above text box, were multiplied by the tons of
pollock allocated to the sector (see Table 4.2).

Alternative 2 would have generated the same first wholesale gross revenues as were earned during 1996, except
we have assumed a slightly lower TAC under the Status Quo than was in place that year. However, all other
variables that feed into the first wholesale gross revenue calculation are held constant at 1996 levels.

The total first wholesale revenue generated by all processing sectors, is $562.7 million. Combined revenues of
the Non-surimi and Surimi catcher processor sectors totaled $298.2 million, “true” motherships earned $53.6
million, and the Inshore processors $211.0 million. Surimi brought in the most revenue for all of the processing
sectors. However, in the Non-surimi catcher processor sub-sector, deep-skin fillet production generated the most
revenue.

Table 4.4 First Wholesale Gross Revenue(millions $) -FOB Alaska: Alternative 2 (35% Inshore and 65%
Offshore)
Inshore/Offshore  Who Caughtthe Surimi  Minced FilletBlock Deep Skin  Meal Roe Total

Class Fish and IQF Fillet
Non-surimi C/P Self Caught $ 00 $ 60 $ 82 $ 423 $00 $205 $770
Catcher Vessels __ $00 $ 12  $19 861 $00 $22 §114
Non-surimi C/P Total $ 0.0 $ 71 $ 10.1 $ 484 $00 $226 $883
Surimi - C/P Self Caught $ 946 $ 00 $23 $172 $68 $670 % 1879

Catcher Vessels _ $ 134 _ $00 _$01  $18 $09 §58 §219]
e e e e e
Surizmi - C/P Total § 108 $ 00 $ 2.3 §100 §7 : 5 2005

Catcher Processor Total $1080 $71 SI125 $67.4 S$7.7 955 S 2982
Inshore Total $1162 $27 S176 $183 S$166 $39.6 S 2110
“True” Mothership Total’ $37.8 00 $ 0.0 $00 $29 $129 8536
Grand Total $261.9 $99 $301  $857 $272 $ 1480 $ 562.7]
Non-surimi C/P  CDQ Fishery’ $00 $28 $68 $73 $00 $46 $215|
Surimi - C/P CDQ Fishery $76 $00 $03 $28 $02 $64 $174
“True” Mothership CDQ Fishery $25 $00 $ 0.0 $00 $02 $36 $63
Inshore CDQ Fishery® $34 _ $01 $ 0.5 $05 $05 $12 $§62

! Use caution when comparing gross revenues across industry sectors. See the discussion of utilization rates and wholesale prices in the
baseline chapter.
* The utilization rates from the combined open access and CDQ catches were used to estimate the quantity of products produced for the

Inshore sector
* CDQ production is assumed to remain constant under any of the allocation alternatives
Note: These estimates assume a 1.1 million metric ton TAC, with 7.5% allocated to CDQ fisheries.

14"Herrmann, M., K. R. Criddle, E. M. Feller, and J. A. Greenberg, “Estimated Economic Impacts of Potential Policy
Changes Affecting The Total Allowable Catch for Walleye Pollock.” North American Journal of Fisheries Management,
16(1996):770-782.
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PSC Bycatch

The bycatch of PSC species is always a sensitive issue. However, the pollock fishery has some of the lowest
bycatch rates in the North Pacific. Minimal amounts of halibut and crab are taken in the midwater portion of this
fishery. Herring and salmon bycatch is of more concern. Yet, if the amount of pollock harvested is considered,
only about one kilogram of herring is caught for each ton of pollock, and over 20 mt of pollock are harvested for

each chinook salmon caught.

Table 4.5 PSC Bycatch by Processing Sector: Alternative 2

Alternative 2 Halibut | Herring Red king | Other Bairdi | Other Chinook | Other
mort. crab king crab | tanner | tanner salmon
mt mt 1,000s 1,000s 1,000s | 1,000s | 1,000s | 1,000s
C/Ps (non-surimi) 118.4 46.6 4.6 0.0 18.9 19.3 54 39
C/Ps (surimi) 1213 672.7 0.9 0.1 577 228 133 33.0
“True” Motherships 185 277 - - 0.1 0.2 7.8 16.8
Inshore 43.6 433.6 0.1 0.1 7.1 17.8 25.1 18.9
Total 301.8 1,180.6 5.6 02 83.8 60.1 51.6 72.6

4.1.3  Alternatives that Change the Current Allocation

Under the original “inshore/offshore” amendment, and the subsequent ‘rollover’,” true” motherships were
assumed to be part of the at-sea processing sector, for purposes of apportioning BS/AI pollock TAC. Under the
/O3 amendment, however, the Council has proposed to reexamine this assumption. To this end, the Council has
identified, under Alternative 3, a series of four different optional apportionments, listed as 3(A) through 3(D),
which specify discrete percentage shares of the allocated pollock TAC for the C/P sector, the Inshore sector, and
the “True” Mothership sector.

In this latter case, the share across options ranges from 5% to 15%. This TAC-share could be reserved
exclusively for the true MS sector and, as such, tracked separately from either the inshore or offshore components
of the industry. Or, alternatively, the true MS share could be combined with either the offshore or inshore
apportionment. These “three” fundamental alternative treatments of the true MS apportionment have very
different implications for the effected sectors.

L. Should the Council select an option which “lumps” the true MS share with the C/P share as an
undifferentiated offshore apportionment, one would have the effective “status quo™, as under [/O1 and
I/O2. In this case, the analytical implications condense to the same dichotomous debate concerning ...
how much pollock should be processed inshore versus at-sea”. “True” motherships would, therefore,
continue to compete with C/Ps for a share of the common, undifferentiated at-sea pollock TAC.
Historically, the true MS subsector has accounted for approximately 8.5% to 11.5% of the aggregate at-
sea BS/AI pollock harvest under I/O (see, for example, figures A.8 through A. 10, in Appendix I of this
report and table 4.22 in the catcher vessel set-aside section of this document).
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Presumably, the true MS sector would continue to gamer something on the order of this same percentage
share, although this result is not assured. Because true MS operators must compete for their share of
the at-sea apportionment, they may take less than, or more than their historical percentage share. One
cannot predict which result will emerge, however, the potential for either result exists. Furthermore, had
the Council selected an option from among 3(A) through 3(D) which results in the aggregated at-sea
percentage being greater than the 65% status quo (I/02) level, true MS may realize a larger total catch,
even if the percentage-share they enjoy does not change (or changes only marginally). That is, if the
aggregate at-sea allocation exceeds the 65% TAC share currently taken by the offshore sector, the true
MS catch could increase, even if the percentage remained essentially static.

Alternatively, if the Council had selected an allocation option from the four under consideration which
reduces the aggregate at-sea apportionment from its current 65%, then “lumping” the true MS
percentage share with the C/P share could intensify the competition between C/Ps and true MSs for an
effectively smaller available pollock catch. If one assumes, for the sake of argument, that the larger and
more operationally diverse C/P fleet has ‘real’ operational advantages over one or more of the three
existing true MS operations, then depending upon the relative operational efficiency of the two modes,
C/Ps could reduce the impact of a smaller at-sea allocation by taking a larger total percentage share of
the aggregate apportionment, at the expense of the true MS segment of the at-sea sector. It is possible
that the relative operational advantage could work in the opposite direction, too. In this case, the true
MS sector share of a reduced aggregate at-sea apportionment could increase at the expense of the C/P
sector. Empirical data bearing on this issue are not available. However, the industry may ultimately be
in the best position to judge which of these alternative scenarios is most probable.

2. The Council had the option to “reserve” the proposed percentage of the total BS/AI pollock TAC for
true MS operations. In this case, the Council would set-aside 5% under option 3(A), 10% under options
3(B) and 3(C), or 15% under option 3(D), for the exclusive use of the true MS sector. This approach
would, for example, insulate true MS operations from having to compete with C/Ps for a share of an
aggregate at-sea pollock harvest (as under the status quo), but would simultaneously preclude the true
MS sector from improving its relative share of the total pollock allocation. Indeed, under option 3(A)
the true MS sector would experience a significant reduction in its share of the total BS/AI pollock catch,
if limited to the 5% apportionment specified. Under either Option 3(B) or 3(C), the true MS sector
would have seen its share slightly reduced, as compared to the 1996 reported performance.

Whether an assured set-aside for the MS sector is preferable to the opportunity to compete for a larger
total share of an aggregate TAC apportionment is beyond the scope and capability of this analysis to
determine. It does, however, raise an important question that can, perhaps, best be answered by this
segment of the industry itself.

3. Finally, the true MS apportionment could have been combined with the inshore allocation, under any of
the four options specified within Alternative 3. In this situation, true MS operators would have to
compete with inshore and inshore processors for a share of the aggregate “inshore” allocation. How they
might fair, relative to their historical share of the at-sea I/O allocation, cannot be anticipated, a priori.

It seems likely that true MSs would enjoy some operational advantage over inshore (or fixed inshore)
processors, simply due to their greater relative mobility. However, objective data on operational capacity
and total capability of the MS vessels which make up the current BS/AI pollock target fleet are not
available. Therefore, any projection of true MS catch share under this arrangement would be purely
speculative.
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It is true, however, that, if the true MS percentage allocation (specified in options 3(A) through 3(D))
were “lumped” into a single, common inshore allocation, under options 3(B) through 3(D) the aggregate
share of the BS/AI TAC available to the joint-inshore/true MS sector would be significantly greater than
the inshore-share has been over the period since I/O was originally implemented.

4.1.3.1 Options for Defining “True” Motherships

At its April 1998 meeting, the Council clarified its definition of “true” motherships (i.e., have processed but never
caught) and established the following two options to address the treatment of this potential newly defined sector:

Option 1: A “true” mothership would be defined as any mothership or floating processor not included in the
inshore sector and that does not harvest fish when operating as a “true” mothership. Processor vessels would be
required to declare whether they will operate in the inshore, “true” mothership, or offshore sector either:

suboptiona:  annually
suboptionb:  for the effective period of inshore/offshore 3.

Under this option, vessels wishing to operate in the “true” mothership sector would indicate on their Federal
fisheries permit application that they wish to operate as a “true” mothership. NMFS would then issue a Federal
fisheries permit that restricts the vessel to operating as a “true”” mothership in the BS/AI for the time period
indicated. Under such an option, vessels declared as catcher processors would not be prohibited from receiving
catch from catcher vessels and operating in “true” mothership mode. However, catcher vessel deliveries made
to vessels declared as catcher processors would be accrued against the offshore pollock quota and not the “true”
mothership quota.

Vessels declared as “true” motherships would be prohibited from harvesting groundfish either:

suboption¢:  for the duration of the time period that they have declared to be in the “true”
mothership sector

suboptiond:  when directed fishing for pollock is open to vessels harvesting pollock for processing
by the “true” mothership or offshore sectors.

These suboptions address the restrictions on harvesting that would be placed on vessels that have declared
themselves to be “true” motherships. Under suboption c, “true” motherships would be prohibited from
harvesting any groundfish in the BS/AT or GOA for the time period that they have declared themselves to be in
the “true” mothership sector. This suboption would be the simplest to implement and monitor. NMFS would
simply issue a Federal fisheries permit to such vessels that would authorize the vessel to process groundfish that
was harvested in the BS/Al or GOA but that does not authorize the vessel to harvest groundfish in the BS/AI or
GOA. A vessel operating under the terms of a “true” mothership permit would therefore be prohibited from
harvesting any groundfish in the BS/AI or GOA for the duration of the permit.

Under suboption d, vessels declared as “true” motherships would be prohibited from harvesting groundfish only
when the directed fishery for pollock is open for the “true” mothership or offshore sectors. Such a category would
be more difficult to monitor and enforce. In addition, a “true” mothership category that allows “true’”” motherships
to operate as catcher processors in other groundfish fisheries would raise the issue of which sector’s quota their
pollock bycatch would be attributed to when such vessels are operating as catcher processors in other fisheries.
NMEFS could count all pollock bycatch by such vessels against the “true”” mothership quota even if the vessel is
operating as a catcher processor in another fishery. Or, alternatively, NMFS could count pollock bycatch by
“true” motherships against the offshore quota when such vessels are operating as catcher processors in other
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fisheries. If the Council chooses to select this suboption, it should clarify how pollock bycatch should be treated
when “true” motherships are operating as catcher processors in other groundfish fisheries.

Option 2: A “true” mothership would be defined as a mobile fish processor which has processed, but never
caught, their own fish in the U.S. EEZ.

This definition has several implications with respect to the approval of an allocation of pollock to processing by
“true” motherships.

Limited A licati 303(b)(6 idelines. On it’s face, the Council’s definition of “true”

motherships implies a limited group of vessels, namely those vessels that have processed but have never caught
pollock in a pollock target fishery in the BS/AI EEZ. Under this definition, vessels that have never processed
pollock in a pollock fishery in the BS/AI would be permanently excluded from processing pollock under a “true”
mothership BS/AI pollock allocation as would all vessels that have ever caught pollock in a pollock target fishery
in the BS/AL

If a pollock allocation is granted to a “true” mothership category that excludes either (1) new vessels, or vessels
without pollock processing history in the BS/AI, that may wish to enter the fishery as “true” motherships; or (2)
existing catcher/processors in the fishery that have caught pollock in the BS/AI but may wish to operate as “true”
motherships rather than catcher processors, then such an allocation would establish a limited access program for
“true” motherships. Such an allocation would, therefore, be subject to review under the 303(b)(6) guidelines in
the Magnuson-Stevens Act which set out the criteria that must be taken into account when establishing a limited
access program.

Section 303(b)(6) of the Magnuson-Stevens Act specifies that:

.. .Any fishery management plan which is prepared by any Council, or by the Secretary, with respect
to any fishery, may—. . . .

(6) establish a limited access system for the fishery in order to achieve optimum yield if, in developing such
system, the Council and the Secretary take into account—

(A) present participation in the fishery,

(B) historical fishing practices in, and dependence on, the fishery,

(C) the economics of the fishery,

(D) the capability of fishing vessels used in the fishery to engage in other fisheries,

(E) the cultural and social framework relevant to the fishery and any affected fishing communities,
and

(F) any other relevant considerations;

The Council must take into account all factors contained in the 303(b)(6) guidelines before approving a pollock
allocation to a “true” mothership sector that, by definition, limits entry into the sector. Furthermore, National
Standard 4 specifies that “if it becomes necessary to allocate or assign fishing privileges among various United
States fishermen, such allocation shall be (A) fair and equitable to all such fishermen; (B) reasonably calculated
to promote conservation; and (C) carried out in such manner that no particular individual, corporation, or other
entity acquires an excessive share of such privileges.”

In establishing an exclusive category for “true” motherships that excludes vessels with fishing history and vessels
that lack processing history, the Council must establish provisions or criteria for permit transfers, vessel

HAIN-OFF-3\1SECREVMIO3EA.SOC 149 (August 26, 1998, 1:00 pm)



reconstruction or lengthening, replacement of vessels lost or retired from the fishery. NMFS also would have
to establish permit review and hearings procedures for permit applicants that have been denied a “true”
mothership permit based on apparent lack of qualifying criteria, as well as a system for issuing interim permits
while a permit denial is appealed. Finally, the Council would have to establish limits to prevent a single entity
from acquiring a excessive share of the “true” mothership permits in violation of National Standard 4.

Current Inshore and Offshore Component Definitions. The 303(b)(6) guidelines do not apply to the current

inshore and offshore component definitions because the current inshore/offshore allocations do not limit access
or participation within either of the two components. At present, anyone can participate in the inshore processing
component by building an inshore processing plant on land, or anchoring a floating processor in a fixed location
in Alaska. Similarly, the offshore component does not, by definition, limit access or participation within that
component. To be sure, the vessel moratorium and license limitation programs do limit access to the offshore
component. However, these programs were adopted and implemented as separate FMP amendments that were
analyzed and reviewed in light of the Magnuson-Stevens Act requirements for limited access programs. Both
the vessel moratorium and license limitation programs specifically exempted “true” motherships from the
requirements and restrictions of those programs. If the Council had wished to implement a limited access
program for “true” motherships, the rationale for excluding “true” motherships from the vessel moratorium and
license limitation programs should have been reexamined.

The Council could avoid the necessity to take into account all of the factors in the 303(b)(6) guidelines in making
an allocation to a “true” mothership component if entry into the “true” mothership component is unrestricted.
For example, each processing vessel could elect at the beginning of each fishing year to participate in either the
inshore, “true” mothership, or offshore components and then would be issued a permit for participation in that
component which would restrict participation in either of the other two components. In this manner, processing
vessels would be forced to chose which component they intend to participate in for a calendar year, but would
not be restricted from participation in any component provided that they comply with the requirements and
restrictions for that component. At the February 1998 meeting, one of the clarifications requested by the AP (and
the Council) was to “note throughout the analysis that there could be more than 3 “true” motherships in the
future’. Staff interpreted this clarification as recognition that some operations, other than the 3 existing “true”
motherships, may ‘qualify’ under the definition used in the analysis - i.e., other operations likely exist that have
processed, but never caught, pollock in a BS/AI pollock target fishery. However, if the Council’s intent is that
no other operations could participate in that category (for example, C/Ps that have operated in a mothership mode
at some time), additional analyses would have been required to comply with section 303(b)(6) of the Act.

4.1.3.2 Alternative 3(A): 25% Inshore, 5% “True” Motherships, and 70% Offshore Catcher Processors

Alternative 3(A) would allocate 10% less of the BS/AI pollock TAC to the Inshore sector, approximately 5% less
to “true” motherships, and approximately 15% more to offshore catcher processors, than they would have
harvested under the status quo. In reality, status quo harvests by “true’” motherships and catcher processors are
only limited by the 65% offshore allocation. Therefore, the changes between these sectors are driven by the
assumption that they will continue to harvest the same percentage of the offshore quota, under the status quo
alternative, as they harvested in 1996.

Proj Pr in r
Reallocating pollock under Alternative 3(A) is projected to increase the production of deep skin fillets and
decrease the amount of surimi produced. In fact, any allocation that increases the amount of pollock processed

by catcher processors will increase deep skin fillet and roe production, and decrease the production of surimi and
other product forms in this analysis.
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Table 4.6. Estimated product mix under allocation Alternative 3(A).

E{CDQ production is assumed to remain constant under any of the allocation alternatives
ote: This estimate assumes a 1.1 mmt TAC, with 7.5% allocated to CDQ fisheries.

Alternative 3(A): 25% Inshore, 5% “True” Motherships, and 70% Catcher Processors
Inshore/Offshore Who Caught  Surimi  Minced Fillet/Block Deep Skin  Meal Oil Roe
Class the Fish and IQF Fillet
Non-surimi C/P  Self Caught - 8,170 4,941 19,699 - - 1,959
CacherVessels - 1581 1161 2849 - - 207
Non-surimi C/P Total - 9,751 6,102 22,548 - - 2,?61
Surimi - C/P Self Caught 63,150 17 1,374 7,995 13612 429 6417
_Catcher Vessels 8,937 - 33 829 1,707 - g_ﬂ
| Surimi - C/P Total 12,087 17 1407 _ 8824 15319 429 6974
Catcher Processor Total 72,087 9,769 7,508 31,372 15,319 429 9,140
“True” Mothership Total* 9,910 - - - 2,260 159 484
Lnshore Total' 45804 1689 5936 4,787 17923 5476 23411
Grand Total 127,891 11,458 13,445 36,159 35502 6,064 12,466
Non-surimi C/P  CDQ Fishery® - 3,059 3,191 2,662 - - 346
Surimi - C/P CDQ Fishery 3,993 10 150 1,027 338 - 481
“True” Mothership CDQ Fishery 1,301 - - - 264 - 274
Inshore CDQ Fishery? 1,897 70 245 198 741 226 117
! Use caution when comparing production across industry sectors. See the discussion of utilization rates in the baseline chapter.
? The utilization rates from the combined open access and CDQ catches were used to estimate this production

her Vessel’ R m Pollock

Increasing the allocation of pollock to the catcher processor sector will reduce the pollock available for catcher
vessels to harvest. The impacts on catcher vessels would be lessened if a sub-option that guaranteed more than
10% of the catcher processor’s allocation must be harvested by catcher vessels. However, even this sub-option
would not prevent one catcher processor from delivering pollock to another, unless the catcher vessel definition
was more tightly defined. Such a definition would likely require that catcher vessels never process their own fish.

The SSC has pointed out that “no new information is presented to the Council by calculating changes in gross
earnings'*”. This is true because we have assumed constant prices for each of the industry sectors. These prices
are then simply multiplied by the quantity of pollock allocated to the sector. The SSC’s comment also holds true

for gross revenue calculations at the first wholesale level.

15$SC minutes from their December 1998 meeting.
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Table 4.7 Alternative 3(A): Impacts on Catcher Vessel's Gross Revenue

. _Catcher Processors _ _
Inshore “True” cv Own Total
Motherships Deliveries Harvest

Allocation Percentages 25% 5% 1% 63% 100%
Sector's Allocation (mt) 254,375 50,875 71,225 641,025 1,017,500
Change from Status Quo ! (mt) (101,750) (50,875) 15,263 137,363 -
Sector's Allocation Change (%) (29%) (50%) 27% 27% -
Est. Exvessel Revenue per Ton of Raw Pollock $ 187 $ 1642 $ 164° n/a n/a
Est. Total Exvessel Revenue (Million $) $477 $ 83 $117 n/a $67.7
E'st. Change in Exvessel Revenue (Million $) ($ 19.1) ($ 8.3) $25 n/a ($24.9)

The sector's allocation was calculated using the following formula: (allocation % *1,100,000mt * 0.925)

'Status quo allocation assumes that catcher processors harvest 55%, “true” motherships 10%, and Inshore 35%. The National Marine Fisheri
Service 1996 Blend data also showed that about 10% of Catcher Processor's pollock was delivered to them by catcher vessels.
2 Remember, “true” mothership and Catcher Processor revenue per ton is assumed to be 87.5% of the Inshore revenue.

1

Pr. r’ R Fi lesal

Total gross revenue, at the first wholesale level, is projected to be $557.0 million. Compared to the Alternative
2 (Status Quo), this option would generate $5.8 million less revenue. If fish meal were excluded from the
calculation, the reduction in revenue would only be $1.7 million. That relatively small change in total revenue
masks the revenue shifts which take place between sectors. For example, the catcher processor sectors are
projected to experience a $81.3 million increase. “True” motherships are projected to realize a $26.8 million drop
in revenue, and the Inshore sector’s revenue loss is $60.3 million. So while the total change in gross revenue is
small, the distributional impacts are quite large.

As discussed above, the total change in gross revenue between this allocation and the Status Quo is projected to
be less than $6.0 million. Because the uncertainty
surrounding this estimate is not known, it is not
possible to determine if the estimate is significantly | Given the concerns expressed throughout this
different from zero. document over utilization rates, prices, and costs,
little can be said regarding the net economic
Reducing the inshore and “true” mothership sector’s | benefits of selecting one alternative over another.
gross revenues by $60.3 million and $26.8 million, | However, changing the allocation will have
respectively, is likely to cause hardships. The | distributional impacts, which may cause more
hardships may even be great enough to reduce the | instability within sectors.

number of participants in these sectors. Catcher
processors, on the other hand, would likely be in a
better economic position. And individuals who have chosen not to participate in the catcher processor sector may
see an opportunity to enter.
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Table 4.8 1st Wholesale Gross Revenue (Million $)-FOB Alaska: Alternative 3(A) (25% Inshore, 5% “True”
Motherships, and 70% Catcher Processors)
Inshore/Offshore  Who Caught  Surimi  Minced Fillet/Block Deep Skin Meal Roe Total

Class the Fish and IQF Fillet

Non-surimi C/P  Self Caught $00 $76 $ 105 $539 $00 $260 $980

CatcherVessels __ $ 00 $ 15  $25 $78 $00 $28 § 145
Non-surimi C/P Total $00 $091 $ 129 $616 $00 $288 § 1124
Surimi - C/P Self Caught $ 1204 $00 $29 $219 $87 §$853 §2392

Carcher Vessels $ 170 $00  $0I1 $23 SI1I 9§74 279
| Surimi - C/P Total __$ 1374 $00 $30 $241 $98 §927 $ 267]]
Catcher Processor Total $1374 $ 9.1 $ 159 $88 $98 $1215 $ 3798
Inshore Total! $80 $19 $ 126 $131 $119 $ 283 S 150.7
“True” Mothership Total' $ 189 $00 $ 0.0 $00 S$1i4 $ 64 § 268
Grand Total $ 2393 §11.0 $ 285 $988 $231 §1563 $ 557.0
Non-surimi C/P  CDQ Fishery® $00 $28 $68 $73 $00 $ 46 $ 215
Surimi - C/P CDQ Fishery $76 $00 $03 $28 $02 $ 64 $174
“True” Mothership CDQ Fishery $25 $00 $00 $00 $02 $36 $63
Inshore CDQ Fishery? $34 $0.1 $05 $05 $05 $12 $ 62

! Use caution when comparing gross revenues across industry sectors. See the discussion of utilization rates and wholesale prices in the =
baseline chapter.
? The utilization rates from the combined open access and CDQ catches were used to estimate the quantity of products produced for the

Pshom sector
® CDQ production is assumed to remain constant under any of the allocation alternatives
Note: These estimates assume a 1.1 million metric ton TAC, with 7.5% allocated to CDQ fisheries.

BSC Bycatch

Changes in our PSC bycatch estimates are driven by the 1996 rates detailed in Chapter 3. Those rates, multiplied
by the tons of pollock each sector is allocated, yields the projected PSC bycatch estimate for each alternative.
Reductions in PSC will occur if more pollock is allocated to a sector with a low rate in the 1996 fishery. These
rates will likely change future years, and currently one sector does not have lower bycatch rates for every PSC
species.

Companng the total PSC bycatch between Alternatives 2 and 3(A) shows that halibut mortality is projected to
increase by about 44 mt under 3(A), and herring bycatch would increase by 58 mt. Red king crab bycatch would
increase by about 1,400 animals, and bycatch of other king crab would stay about the same. The changes are
slightly different for salmon species. Chinook salmon bycatch is projected to decrease by about 6,000 animals,
but bycatch of other salmon would increase by about 6,000 animals. Therefore, the reader is left to make an
individual judgement as to which PSC species are more important, while realizing that the relative rates between
sectors could change in future years.
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= Table 4.9 PSC Bycatch by Processing Sector: Alternative 3(A)

Alternative 3(A) Halibut | Herring | Red king | Other Bairdi | Other Chinook | Other
mort. crab king crab | tanner | tanner salmon

mt mt 1,000s 1,000s 1,000s | 1,000s | 1,000s | 1,000s
C/Ps (non-surimi) 150.8 594 59 0.0 241 246 6.9 5.0
C/Ps (surimi) 1542  855.6 1.1 0.1 73.4 29.0 16.9 41.9
“True” Motherships 9.3 13.9 0.0 0.0 0.0 0.1 39 8.4
Inshore 31,1 309.7 0.0 0.1 5.1 12.7 18.0 135
Total 3454 12386 7.0 0.2 102.6 66.4 457 68.8

4.1.3.3 Alternative 3(B): 30% Inshore, 10% “True” Motherships, and 60% Offshore Catcher Processors

Alternative 3(B) would hold the “true” mothership allocation constant while decreasing the inshore sector’s share
of the BS/AI pollock fishery by 5% and increasing the catcher processor’s share by 5%. These allocation changes
in the overall TAC result in the catcher processor sector being allocated about 9% more BS/AI pollock and the
inshore sector about 14% less pollock - than they would process under the status quo alternative.

Proj Pr 1n

Comparing the production from “true” motherships under Altemative 2, Alternative 3(C), and this Alternative,
we see that they are exactly the same. Under each of these alternatives, the “true” motherships are projected to
produce 19,819 mt of surimi, 4,520 mt of meal, 318 mt of oil, and 969 mt of roe. Production of surimi by the
catcher processors will increase to 61,789 mt under Alternative 3(B), up from a status quo amount of 56,640 mt.
Deep skin fillet production will also increase from 24,649 mt to 26,890 mt. That is about a 9% increase. In fact,
because the calculations are linear, all of the catcher processor’s products increase by about 9%. Inshore
processors will make 9,179 mt less surimi and 1,187 mt less fillets under this alternative. For the inshore sector,
output of each product will decrease by about 14%.
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Table 4.10. Estimated product mix under allocation Alternative 3(B).

Alternative 3(B) (30% Inshore, 10% “True” Motherships, and 60% Catcher Processors)
Inshore/Offshore  'Who Caughtthe  Surimi  Minced Fillet/Block Deep Skin Meal 0il Roe
Class Fish and IQF Fillet
Non-surimi C/P Self Caught - 7,003 4,235 16,885 - - 1,679
—Latcher Vessels = 1335 993 2442 = : 178
Non-surimi C/P Total - 8,358 5,230 19,327 - - 1,857
Surimi - C/P Self Caught 54,128 15 1,178 6,853 11,667 367 5,500
Catcher Vessels ____7.001 = —28 710 1403 - 478
Surimi - C/P Total 1,789 15 1,206 7.564 13.13] 67 5.978
Catcher Processor Total' 61,789 8373 6,436 26,890 13,131 367 7,834
“True” Mothership Total' 19,819 - - - 4,520 318 969
L Inshore Total 55073 2027 7124 5745 21508 6.572 3.409
Grand Total 136,681 10,400 13,559 32,635 39,159 7,257 12,213
Non-surimi C/P CDQ Fishery® - 3,059 3,191 2,662 - - 346
Surimi - C/P CDQ Fishery 3,993 10 150 1,027 338 - 481
“True” Mothership CDQ Fishery 1,301 - - - 264 - 274
Inshore CDQ Fishery* 1,897 70 245 198 741 226 117
! Use caution when comparing production across industry sectors. See the discussion of utilization rates in the baseline chapter.
? The utilization rates from the combined open access and CDQ catches were used to estimate this production
* CDQ production is assumed to remain constant under any of the allocation alternatives

[Note: This estimate assumes a 1.1 mmt TAC, with 7.5% allocated to CDQ fisheries.

Catcher Vessel’ R from Pollock

The gross revenues earned by catcher vessels are estimated to decrease $8.7 million under this alternative. Total
gross revenue under the status quo was $92.6 million, and for this alternative it is $83.9 million. Catcher vessels
delivering to the Inshore sector are projected to earn $9.5 million fewer dollars. The catcher vessels delivering
to catcher processors partially offset this loss by eaming an extra $0.8 million.

Table 4.11 Alternative 3(B): Impacts on Catcher Vessel's Gross Revenue

— _Catcher Processors
Inshore “True” cv Own Total
Motherships __Deliveries Harvest
|Allocation Percentages 30% 10% 6% 54% 100%
Sector's Allocation (mt) 305,250 101,750 61,050 549,450 1,017,500
Change from Status Quo ! (mt) (50,875) - 5,088 45,788 -
Sector's Allocation Change (%) (14 %) 0% 9% 9% -
[Est. Exvessel Revenue per Ton of Raw Pollock $ 187 $ 1642 $ 1642 n/a n/a
[Est. Total Exvessel Revenue (Million $) $57.2 $ 167 $100 n/a $83.9
Est. Change in Exvessel Revenue (Million §) ($9.5 $ 00 $ 08 n/a ($8.7)
The sector’s allocation was calculated using the following formula: (allocation % *1,100,000mt * 0.925)
'Status quo 