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This Regulatory Impact Review/Initid&&egulatory Flexibility Analysigxaminegproposed
management measures that would apply exclustedlye IndividuaFishingQuota (IFQ)

fishery in the Bering Sea and Aleutian Islands (BSAI) for Pacific halidigpoglossus
stenolepiy and Community Development Quotald@) groups fishing in the BSAI. Eh
proposed action under consideration in this analysis includes allowing CDQ groups to lease
commercial halibut IFQ from quota share (QS) holders in times of low halibut catch limits
in Area 4B and Area 4CDE. Under this proposed action, any leased ha{ibutouldbe
available for use by the halibut CDQ fleet on vessels less than or equal to 51 feet length
overall (with a halibut CDQ permit and a
internal halibut management. The purpose of this actionkedgp CDQ residents fishing

in years where the halibut CDQ may not be large enough to present a viable fishery for
participants
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IRFA Initial Regulatory Flexibility Analysis
LOA length overall

Magnuson-Stevens Act

Magnuson-Stevens Fishery Conservation and Management Act

NAICS North American Industry Classification System
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NMFS National Marine Fishery Service
NOAA National Oceanic and Atmospheric Administration
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PPA Preliminary preferred alternative

RFA Regulatory Flexibility Act
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SBA Small Business Act

TAC total allowable catch

u.s. United States
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1 | NTRODUCTI ON

This document analyzes proposed management measures that would apply exclusively to the Individual
FishingQuota (IFQ) fishery in thBering Sea and Aleutian Islands (BSAdy Pacific halibut

(Hippoglossus stenolepjisandCommunity Development Quota (CD@Qroupsfishingin theBSAI. The
proposed action under consideration in this analysis includes allowing CDQ groups to lease commercial
halibut IFQ from quota share (QS) holders in times of halibu catch limits in Area 4B andrea

4CDE Under this propsed action, any leased halibut IFQ woan@ilablefor useby the halibut CDQ

fleet onvessels less than or equal to 51 feet length ov@veh a halibut CDQ permit and a CDQ hired
master permit), subject t o tnplemegtationwithe smanagemestr n a |
measures evaluated in this analykies notequirean amendment to a Fisies Management Plan;

however, theyvould require ammendmento implementing-ederakegulationsand likely require

changes to International Pacifitalibut Commission (IPHC) regulations.

This document is Regulatory Impact Review/Initial Regulatory Flexibility Analysis (RIR/IREAN
RIR/IRFA provides assessmentstioé economic benefits and costs of the action alternatives, as well as
theirdistribution (the RIR), and the impacts of the action on directly regulatetiestities (the IRFA).

This RIR/IRFA addresses the statutory requirements of tagridson Stevens Fishery Conservation and
Management ActNlagnusorStevens Act)the National Bvironmental Policy ActNorthern Pacific

Halibut Act of 1982Presidential Executive Order 12866, dhdRegulatory Flexibiliy Act. An

RIR/IRFA is a standard document produced byNbeh Pacific Fishery Management Counélouncil)

and the Mtional Maine Fisheries Service (WFS) Alaska Region to provide the analytical background
for decisioamaking.

1 The proposed action has no potential to effect individually or cumulatively on the human environment. The only effects of the
action are economic, as analyzed in this RIR/IRFA. As such, it is categorically excluded from the need to prepare an Environmental
Assessment.

Area 4 Halibut IFQ Leasing by CDQ Groups - Initial Review Draft, February 2017 5
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1.1 Purpose and Need

The CDQ program, as specified the MagnusonStevens Fishery Conservation and Management Act
(MagnusonStevensAct), is intended to providerestern Alaska communities the opporturndy
participate and invest in BSAI fisheries, to support economic development in wilsteka, to alleviate
poverty and provide economic and social benefits for residents of western,Aladka achieve
sustainable and diversified local economies in western AIESK5(i)).

Therecent years of low halibut abundance and the resuttimgatch limitsin regulatory Area dhave

hi ndered most Cx@atgarviablbplibudfishandpdppoitunity forttheir residentSiven

the socialnd culturabdependence on this species, as well as the economic importance it renders for small
vessel fishing operations, tperpose of this action would be alleviate thexdverse impacts of

decreasing available halibut resoume Western Alaskan communitiéhe intention igo work towards
thegoals of the CDQ program without compromising the goals of the IFQ program.

The Council adoptethe following purpose and need stateniaribecember @15

The Community Development Quota (CDQ) Program was established to provide an opportunity to
eligible western Alaska communities to invest and pagteijin BSAI fisheriesAmong the species

CDQ groups are allocated, Pacific halibut is of primary irtpace to many resident smdibat
fishermen for providing employment and income amynof the member communitiddost small

vessels fishing halibut CDQ generally do not fish halibut IFQ, and recent years of low abundance
have created hardships for paipating CDQ halibut fishermen. In times of low halibut catch

limits, additional opportunity for CDQ groups to lease and use halibut IFQ for fishing in Areas 4B
and 4CDE may benefit resident CDQ fishermen without undermining the goals of the halibut IFQ
Program.

1.2 History of this Action

In June2015, the Council initiated discussion paper to examitte proposalo allow CDQ groups to
leasehalibut IFQ from private entities in Areas 4B, 4C, and #i harvest by CDQ residents in years
with low halibutcatch limits in regulatory areas 4CDEhis discussion paper was presented to the IFQ
Implementation Committee, Advisory Panel, and the Council in December 2015. At this December
meeting, the Council adopted a purpose and razetireated a set of altertiges.

In October 2016, the Initial Review Draft analysias presented to the Scientific and Statistical
Committee (SSC), Advisory Panel (AP), and the Coumitieé Council removed one option under the
suite of Alternatives (see Secti@rB), added Options 4 and 5 under Alternative 2, and identified a
preliminary preferred alternative (PPA). Based on requests for more information from the S8C, pub

2 The motion for this proposal also suggested leasing Area 4E QS; however, IFQ is not issued in Area 4E. This
clarification was made in the December 2015 alternatives.

Area 4 Halibut IFQ Leasing by CDQ Groups - Initial Review Draft, February 2017 6
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testimony, as well as the addition of options, the Council requested another round of Initial Review for
the package.

Figure 1 Timeline of Council action

December 2015 February 2017
IFQ committee meeting, Council Meeting IFQ committee meeting, Council
* Presentation of discussion paper Meeting

(NPFMC 2015) « Scheduled (2"9) Initial Review
> Requested initial review analysis

October 2016

Council Meeting

* Presentation of 1% Initial Review Analysis

— Council removed one option under Alt 2, added Options 4
and 5, and chose a PPA.

— Requested further analysis on new options, additional
analysis based on SSC feedback, and stakeholder input.

- Requested 2" Initial Review Draft return to the Council.

June 2015

Council Meeting

* Proposal for action

- Requested discussion
paper

1.3 Description of Management Area

The proposed action would apply talibut regulatory areas in which CDQ groups hold hal®D;

this includes IPHC regulatory Area 4B, 4C, 4D, andBigure?2). The halibutcatch limitfor Area 4B,

4C, and 4D are shared between CDQ groups and the IFQ proginaoughout theluration of thdFQ
ProgramArea 4E TAChas exclusiviy allocated to the CDQ program; therefame 4E IFQ could be

leased to a CDQ groufption 4, of Alternative 2 would allow &a 4D IFQ be leased to CDQ groups

and harvested in Area 4IEhe current harvest flexibilities across IPHC area boundaries that are available
to IFQ and CDQ participants, are explained in Se@iér2

Area 4 Halibut IFQ Leasing by CDQ Groups - Initial Review Draft, February 2017 7
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2 DESCRI PTI ON OF THE ALTERNATI VES

The action alternativim thisanalysis waslesigned to accomplish the statedpmse andheed for the

action;to enable CDQ groups the chance to provide their residents additional opportunity to harvest BSAI
halibut, during times of low halibut abundan€&e Council adopted the following alternatives for

analysis in December 2015. The alt¢rraves and options were revised in
preliminary preferred alternative (PPA) is represented in bold. Note one option previously considered was
dropped (described in Secti@rB):

Alternative 1. No Action

Alternative 2. Allow CDQ groups to lease halibut IFQ in Areas 4B, 4C and 4D in years of low
halibut catch limits in regulatory Areas 4B and 4CDE. Any IFQ transferred to a CDQ group under
this provision would be added to their available halibut CDQ, intended for use by residents with a
halibut CDQ permit and a CDQ hired master permit. No vessel over 51 feet LOA would be eligible
to harvest the leased IFQ and vessels would have to comply wlFQ use restrictions. (Options
below are not mutually exclusive.)

Option 1. Defining 6l ow catch | imitsé for the
catch limits is independently determined for Areas 4B and 4CDE. The threshold for
designating a year of low halibut catch limit in each area is less than (separate soptions
may be selected for Area 4B and Area 4CDE):
Sub-option 1. 1 million pounds (Area 4B)
Suboption 2. 1.3 million pounds
Sub-option 3. 1.5 million pounds (Area 4CDE)

Option 2. Leased Area 4D IFQ may be fished in Area 4E.

Option 3. Any Area 4B, 4C, or 4D catcher vessel QS transferred after December 14, 2015
may not be leased as IFQ to CDQ groups under this action for a period of:

Suboption 1. 3 years

Suboption 2. 4 years

Sub-option 3. 5 years

Option 4 No individual halibut QS holder may lease halibut IFQ to any CDQ group, on a
consecutive basis, for more than:

Suboption 1. 2 years

Suboption 2. 3 years

Suboption 3. 4 years

Option 5 Limit the ability to leae Area 4B halibut IFQ to CDQ groups under this action to QS
holders that own less than:

Area 4 Halibut IFQ Leasing by CDQ Groups - Initial Review Draft, February 2017 9
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Suboption 1. 2,000 pounds
Suboption 2. 5,000 pounds
Suboption 3. 7,500 pounds

2.1 Alternative 1, No Action

In this analysis, the no action alternativéhisregulatory status qudVith no action, CDQ groups are not
eligible to purchase halibut or sablefish QS/IFQ, with theegian of classA shares (catcheprocessor
sharessee Sectio.3for description of QS Classes).

Additionally, under current regulations, leasing of IFQ derived from catcher vessel shares has generally
been prohibited (for individuals or CDQ groups) since 1998. Several provisions are irinltited

program that allowed for outright leasing under special conditions. This includes leasing of IFQ derived
from Class A shares. It also includes leasing of catcher vessel IFQ under through:

1) temporary medical leases,

2) survivorship transfer prilgges,

3) military leases,

4) leases through CQEs, and

5) IFQ to guided angler fish (GAF) transfers.

Therefore, individuals that are not QS holders, generally do not have access to catcher vessel IFQ leasing
options to supplement halibut CDA greate description of what is available under no action is
described in Sectio8.7.

2.2 Alternative 2, Allow Halibut IFQ Leasing by CDQ Groups

The action alternative woulllow CDQ groups to lease halibut IFQAmneas 4B, 4C, and 4D in years of
low halibut catch limits in regulatory Areas 4B and 4CDE. AalibutlFQ transferred to a CDQ grpu
under this provision would bevailablefor use in conjunction withalibut CDQ intendedor use by
residents with a halibut CDQ permit and a CDQ hired master pérniit action woulchot convert IFQ

to CDQ. CDQ allocationef halibutwould not changdJnder this Alternative, CDQ groups would be
authorized to lease IFQ only in aseahere the group holds a CDQ allocation (e.g., a CDQ group with a
CDQ allocation only in Area 4€ould only lease Area 4C IF(aNnd all vesselgsing IFQmust comply

with IFQ use restrictions.

Only catcher vessels less than or equélltdeetlengthoverall LOA) would be eligible to harvest the

leased IFQunder the proposed AlternativeThe Councilestablished this threshold basedrecent

testimony indicatinghat this is the largest privately owned vessel that has landed halibutMZiig.

vessés greater than 51 feet LOA have landed halibut CDQ in the recent past, the objective of the action
alternative is to allow for additional opportunity farficipation amongessels already available in the

CDQ group communities, so that resident skipjpers crew members can benefit from the resulting

harvest of halibut IFQs. Vessels greater than 51 feet LOA that are not privately owned by a resident of the
community, are generally owned by the CDQ groups themselves gesiolent individuals that bengefi

Area 4 Halibut IFQ Leasing by CDQ Groups - Initial Review Draft, February 2017 10
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the groups and communities by paying a lease fee for the use ofEC®@.e d on t he Counci l 6
and need statement, these mesident vessels are not the target of the intended benefits of this action.

In a previous action in which the Council chdse release CDQ vessels from License Limitation Program
(LLP) requirements (NMFS 2015b), it was determined that vessels that were privately owned by CDQ
community residents were 46 feet LOA or under. Thigdat length designation was confirmed by
vessebwnership data for active vessels in 2014 and 2015.

Alternative 2includes a seriesoflbo pt i ons f or defining o6l ow catch |
ability to lease. Separaseiboptions may be selected for Area 4B and Area 4CDE

Under current regulations, only 4D CDQ is able to be harvested in Area 4E. An option under Alternative
2 would allow Area 4D IFQ that is leased to a CDQ group be fished in Aré&/iftout this option,
regulatory boundaries apply as under status quorfdeddnSection3.5.9.

Alternative 2 contains three options (which are not mutually exclusive) that would include restrictions on
who couldlease and for howong. Option 3vouldlock in a set of yearafter the acquisition of Q8.e., a
cooling-off period)in which that QS could not be leased,as not to encwage entry into the halibut QS
market with the sole intention of leasing halibut IFQ to CDQ groOpsion 4would establish the

maximum consecutive number of years a QS holder could lease their IFQ to CDQ groups. The final
Option 5 wouldmakethe ability to leasdalibut IFQto CDQ groups exclusivelymited to those

individuals holding less than 2,008,000, or 7,5000 pounds (saptions).

2.3 Alternatives and Options Considered but Not Further Analyzed

An additional optiorunder Alternative 2vas previously consided This option would havallowedthe
leasel IFQ poundsto be harvested on a vesselanlfy size (less than or equal to 51 feet LOA) regardless
of theclass dagnations of QS.

When the halibut/ sablefish IFQ Program was first implementdihth QS was designated as avfe

four QS classes (al so cal |l ef®@S)fiThesesclassdsinclelld e gor yo or
categories farcatcher processgireezer) vesselgategory A); catcher vessels greater than 60Lf©ét

(Category B); catcher vessels greater than 35 feet up to d0déefCategory C); and catcher vessels

less than orqual to 35 feeL OA (Category D).

Amendments to the IFQ Prograraw allow more flexibility within these categories. For instance, IFQ

permithol der s are per mitt edcatcher véssel IBQerivatl romnnadbgerlclése , me an i
QS can be fishednosmaller class vessels addition, in response to safety concerns in the BSAI, a
program amendment now allows Afishing upo of D cl
designated as D class can be harvested on a vessel less than or eqigdttb@8 in these areasable
ldemonstrates the current use restrictions by shai
flexibility for QS/ IFQ holders.

Area 4 Halibut IFQ Leasing by CDQ Groups - Initial Review Draft, February 2017 11
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Table 1 Current vessel QS class specifications for the halibut IFQ fisheries
IFQ Species QS Class Vessel Length Designation
A Any length
Halibut B Any length
C < 60 feet
D* < 35 feet
*Under the Afish upo provision, halibut I FQ Categ

LOA in Areas 3B, 4C, and 4B.

Since the threshold for the proposed acti@uld only allowvessetless than or equal to 51 feet L&
participate (sulggct t he CDQ gr oup 0asedonthe cumeatiflexibilaynnaclgse me nt )
designationsno additional regulations would need to be changed for vessels less than or equal to 51 feet
LOA to use anylass ofArea 4B and 4@Sin these areas

Furthermore, based on the characteristics of the historical participation, (specifically the larger vessels
that prosecuted thepen waters of the Bering Sea in Area 4D), no D Class sharesnitigiéyiissued for
Area 4D. Therefore, no additional regulationsuld need to be changed for vessels less than or equal to
51 feet LOA to usany availableclass of Area 4D QS in Area 4D, or (based on the adoption of
Alternative 2, Option 2) in Area 4E.
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3 REGULATORY | MPACT REVI EW

This Regulatory Impact Review (RIRdxamines the benefitsd cost®f a proposed regulatory
amendment tallow CDQ groups to lease commercial halibut IFQ from quota share (QS) holders in times
of low halibut abundance.

The preparation of an RIR is required under Presidential Executdey (&.O.) 12866 (5BR51735
October 4, 1993). The requirements for all regulatory actions specified in E.O. 12866 are summarized in
the following Statement from the E.O.:

In deciding whether and how to regulate, agencies should assess all costs eifitd bén
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 measurestefand benefits that

are difficult to quantify, but nonetheless essential to consider. Further, in choosing
among alternative regulatory approaches agencies should select those approaches that
maximize net benefits (including potential economic, envieotah, public health and

safety, and other advantages; distributive impacts; and equity), unless a statute requires
another regulatory approach.

E.O. 12866 requires that thdfide of Management and Budgetview proposed regulatory programs that
areconsdered to be Asignificant. o A fAsignificant reg
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 |¢mlas or tribal
governments or communities;
1 Create a serious inconsistency or otherwise interfere with an action taken or planned by another
agency;
1 Materially alter the budgetary impact of entittements, grants, user fees, or loan programs or the
rightsand obligations of recipients thereof; or
T Raise novel | egal or policy issues arising out
principles set forth in this Executive Order.

3.1 Management Authority

Managemat of the halibut fisherpff Alaskais based on an international agreement between Canada and
the United States and is given effect by the Northern Pacific Halibut Act of 1982. The Act provides that,
for the halibut fishery off Alaska, the Council may develop regulations, including linttexss

regulations, to govern thefise r vy , pr ovi dedgactiorns aré in ddditien t&; and motin | 6
conflict with, regulations adopted by the International Pacific Halibut Commission (IPHC).

3 The proposed action has no potential to effect individually or cumulatively on the human environment. The only effects of the
action are economic, as analyzed in this RIR/IRFA. As such, it is categorically excluded from the need to prepare an Environmental
Assessment.
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Regulations implementing the commercial IFQ fisHeryPacific halibut may be found at 50 CFR 679:
Fisheries of the Exclusive Economic Zone off Alaska, Subpéartridividual Fishing Quota Management
Measures, Sections 679.40 through 679.45.

3.2 Purpose and Need for Action

The Council adoptethe following pupose and need statemémDecember 2015

The Community Development Quota (CDQ) Program was established to provide an opportunity to
eligible western Alaska communities to invest and patrticipate in BS#&Irfies Among the species

CDQ groups are allocated, Pacific halibut is of primary importance to many residentisoal|
fishermen for providing employment and incommany of the member communitigkst small

vessels fishing halibut CDQ generally do not fighbut IFQ, and recent years of low abundance
have created hardships for paiipating CDQ halibut fishermern times of low halibut catch

limits, additional opportunity for CDQ groups to lease and use halibut IFQ for fishing in Areas 4B
and 4CDE may beffieresident CDQ fishermen without undermining the goals of the halibut IFQ
Program.

3.3 Alternatives

The action alternativim this analysis waslesigned to accomplish the statedpmse and need for the
action;to enable CDQ groups the chance to provigErtresidents additional opportunity to harvest BSAI
halibut, during times of low halibut abundan€@&e Council adopted the following alternatives for

analysis in December 2015. The alternatives and

prediminary preferred alternative (PPA) is represented in bold. Note one option previously considered was
dropped (described in Secti@rd):

Alternative 1. No Action

Alternative 2. Allow CDQ groups to lease halibut IFQ in Areas 4B, 4C and 4D in years of low
halibut catch limits in regulatory Areas 4B and 4CDE. Any IFQ transferred to a CDQ group under
this provision would be added to their available halibut CDQ, inteded for use by residents with a
halibut CDQ permit and a CDQ hired master permit. No vessel over 51 feet LOA would be eligible
to harvest the leased IFQ and vessels would have to comply with IFQ use restrictions. (Options
below are not mutually exclusive).

Option 1. Defining 6l ow catch | imitsé for
catch limits is independently determined for Areas 4B and 4CDE. The threshold for
designating a year of low halibut catch limit in each area is less than (srate sub-options
may be selected for Area 4B and Area 4CDE):

Sub-option 1. 1 million pounds (Area 4B)

Suboption 2. 1.3 million pounds

Sub-option 3. 1.5 million pounds (Area 4CDE)
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Option 2. Leased Area 4D IFQ may be fished in Area 4E.

Option 3. Any Area 4B, 4C, or 4D catcher vessel QS transferred after December 14, 2015
may not be leased as IFQ to CDQ groups under this action for a period of:

Suboption 1. 3 years

Suboption 2. 4 years

Sub-option 3. 5 years

Option 4 No individual halibut Q®iolder may lease halibut IFQ to any CDQ group, on a
consecutive basis, for more than:

Suboption 1. 2 years

Suboption 2. 3 years

Suboption 3. 4 years

Option 5 Limit the ability to lease Area 4B halibut IFQ to CDQ groups under this action to QS
holders that own less than:

Suboption 1. 2,000 pounds

Suboption 2. 5,000 pounds

Suboption 3. 7,500 pounds

3.4 Methodology for Analysis of Impacts

The evaluation of impacts in this analysis is designed to meet the requirement 286, which

dictaesthat an RIR evaluate the costs and benefits of the alternatives, to include both quantifiable and
gualitative considerations. Additionally, the analysis should provide information for denisiok e r s At o
maximize net benefits (including potential ecomgrenvironment, public health and safety, and other
advantages; distributive impacts; and equlhet y),
costs and benefits of this action with respect to these attributes are described in thetkatfiaimy,

comparing the No Action Alternaiévl with the action alternativéhe analyst then providesjaalitative
assessment of the net benefit to the Nadioiine actioralternative compared tmo action.

This analysis primarily uses Alaska Repnent of Fish and Game (ADF&G) fish ticket data to describe
the fishing behavior of the CDQ halibut small vessel fleet, which in this document is referring to vessels
less tharor equal tdb1 feet length.OA that have previously relied on halibut QRoland halibut. In

addition NMFS Restricted Access Management (RAM) Division IFQ database is used to provide
information on QS holdings. Publicly available information from NMFS RAM Division Transfer Reports
(NMFS 2015) provides information on QS pricesdaather transfer statisticAnecdotal information

was also gathered from representative of the CDQ groups, as well as other individuals involved in the
halibut IFQ fisheriesA list of persons consulted is included in Secon

3.5 Background on the CDQ Halibut Fishery

The CDQ Program is an economic development program associated with federally managed fisheries in
the Bering Sea/ Aleutian Islands (BSAI). NMFS, that&bf Alaska, and the Western Alaska Community
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Development Association (WACDA) administer the CDQ Program. Its purpose, as specified in the
MagnusorStevens Act (8305(i)(1)(H, is to provide western Alaska communities the opportunity to
participate andnivest in BSAI fisheries, to support economic development in western Alaska, to alleviate
poverty and provide economic and social benefits for residents of western Alaska, and to achieve
sustainable and diversified local economies in western Alaska.

In fitting with these goals, NMFS allocates a portion of the annual catch limits for a variety of
commercially valuable marine species in the BSAI to the CDQ Program. The percentage of each annual
BSAI catch limit allocated to the CDQ Program varies by botkispeind management area. These
apportionments are, in turn, allocated among six differerdpnofit managing organizations representing
different affiliations of communities (CDQ groups), as dictated undevtmgnusorStevens Act

Eligibility requiremerts for a community to participate in the western Alaska Community Development
Program are identified in tidagnusorStevens Actat 8305(i)(1)(D). The six CDQ groups include:

9 Aleutian Pribilof Island Community Development Association (APICDA)

9 Bristol Bay Economic Development Corporation (BBEPC

T Central Bering Sea Fishermanés Association (CB
1 Coastal Villages Region Fund (CVRF)

1 Norton Sound Economic Development Corporation (NSEDC)

9 Yukon Delta Fisheries Development Association (YDBDA

Figure3identifies the names and relative locations of the CDQ groups and the communities they
represent.
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Figure 3 Western Alaska CDQ communities and groups
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Source: NOAA, Alaska Fisheries Science Center

3.5.1 CDQ Allocations

Among the species CDQ groups are allocated for commercial fishing, Pacific halibut is an important
species for resident employment and income inyndd the groups. Halibut fisheries are regulated by the
IPHC and NMFS, in consultation with the Counaispecified bythe Northern Pacific Halibut Acin
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practice, the IPHC establishes catch limfitsdirected halibut fisheriesnd othehalibutcongrvation
measures, and the Council recommends regulations to govern thiefisheluding limited access and
allocation decisions. Halibut is allocated to CDQ grdigpEommercial fisheriem four IPHC regulatory
areas: 4B, 4C, 4D, and 4BegeFigure4 andTable2).

Allocations of halibut quotare expected to provide CDQ groups real opportunities for small vessel

fishing for their fleetsand as sucharea allocations of halibut CDQ are generally correlated with the

location of the groupséfer toFigure2, 3 and 4. For instanceArea 4B is located in the Aleutian Islands

wherethe full CDQ allocation (3% of total allowable catch (TAC)) is held BAPICDA. Area 4C

surrounds the Pribilof lands and the CDQ portion of the TAC issplig85 o0 St . Paul I sl and?®d
and 186 to APICDA, which includes St. George Island as a member. The large BS halibut area of 4D

halibut CDQ is split 2% to YDFDA, 30% to NSEDC, 246 to CVRF, and 2% to BBEDC. Of the final

Area4E halibut CDQ 70%is allocated to CVRF and 3®to BBEDC.

Figure 4 Halibut CDQ/ IFQ allocation in the regulatory Areas 4B, 4C, 4D and 4E
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Source: 2016 CDQ program quota categories, target and non-target CDQ reserves, allocation percentages, and
group quotas: https://alaskafisheries.noaa.gov/sites/default/files/reports/annualmatrix2016.pdf

Table2 demonstrates the pounds that these percentages have represented over time (2008 through 2015).
Current regulations aubhize a CDQ group to transfer CDQ halibut to another CDQ group that has a
CDQ halibut allocation in the same regulatory area.
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Table 2 Annual halibut CDQ allocation by regulatory area (all units in net headed and gutted pounds), 2008
through 2016

Area | Year TAC Aﬁgzgzi&;’;‘s APICDA BBEDC CBSFA CVRF NSEDC YDFDA

2008 1,860,000 372,000 0 0 0 0 0

2009 1,870,000 374,000 0 0 0 0 0

2010 2,164,000 432,000 0 0 0 0 0

2011 2,180,000 436,000 0 0 0 0 0

4B 2012 1,869,000 20% 373,800 0 0 0 0 0
2013 1,450,000 290,000 0 0 0 0 0

2014 1,140,000 228,000 0 0 0 0 0

2015 1,140,000 228,000 0 0 0 0 0

2016 1,140,000 228,000 0 0 0 0 0

2008 1,769,000 132,675 ol 751825 0 0 0

2009 1,569,000 117,675 o| 666825 0 0 0

2010 1,625,000 121,875 o| 690,625 0 0 0

2011 1,690,000 126,750 ol 718250 0 0 0

4c 2012 1,107,356 50% 83,052 ol 470626 0 0 0
2013 859,000 64,425 ol 365075 0 0 0

2014 596,600 44,745 ol 253555 0 0 0

2015 596,600 44,745 o| 253555 0 0 0

2016 733,600 55,020 ol 311,780 0 0 0

2008 1,769,000 ol 137,982 0 127,368 159,210 106,140

2009 1,569,000 ol 122382 0 112,968 141,210 94,140

2010 1,625,000 ol 126750 0 117,000 146,250 97,500

2011 1,690,000 o| 131,820 0 121,680 152,100 101,400

4D 2012 1,107,356 30% 0 86,374 0 79,730 99,662 66,441
2013 859,000 0 67,002 0 61,848 77,310 51,540

2014 596,600 0 46,535 0 42,955 53,694 35,796

2015 596,600 0 46,535 0 42,955 53,694 35,796

2016 733,600 57,221 52,819 66,024 44,016

2008 352,000 ol 105,600 0 246,400 0 0

2009 322,000 0 96,600 0 225,400 0 0

2010 330,000 0 99,000 0 231,000 0 0

2011 340,000 o| 102,000 0 238,000 0 0

4E 2012 250,290 100% 0 75,087 0 175,203 0 0
2013 212,000 0 63,600 0 148,400 0 0

2014 91,800 0 27,540 0 64,260 0 0

2015 91,800 0 27,540 0 64,260 0 0

2016 192,800 0 57,840 0 134,960 0 0

2008 3,890,000 132,675 243,582 751,825 373,768 159,210 106,140

2009 3,460,000 117,675 218,982 666,825 338,368 141,210 94,140

2010 3,580,000 121,875 225,750 690,625 348,000 146,250 97,500

2011 3,720,000 126,750 233,820 718,250 359,680 152,100 101,400

4CDE | 2012 2,465,002 83,052 161,461 470,626 254,933 99,662 66,441
2013 1,930,000 64,425 130,602 365,075 210,248 77,310 51,540

2014 1,285,000 44,745 74,075 253,555 107,215 53,694 35,796

2015 1,285,000 44,745 74,075 253,555 107,215 53,694 35,796

2016 1,660,000 55,020 115,061 311,780 187,779 66,024 44,016

Source: CDQ program quota categories, target and non-target CDQ reserves, allocation percentages, and group

quotas (2008 through 2016): https://alaskafisheries.noaa.gov/sites/default/files/reports/annualmatrix2016.pdf
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3.5.2 Harvest Flexibility (CDQ/ IFQ)

There is some fishing flexibility within the halibut regulatory areas as(Wwiglure5). The IPHC
considers the halibut in Areas 4C, 4D, and 4E to be a single stock unit for stock assessment and
management purposeSeparation of these areas was a secanomic decision established in the
Counci | Sharing®Ptamn forrea ®1 FR 11337)Therefore, therbas beetatitudefor the
Council to consideexemptions to harvestirfgalibut allocations across these management areas.

Effective April 2,2003, NMFS amended thEQ Progranto allow CDQ Progranparticipants to harvest
allocations of Area 4D halibut CDQ in Area 4&8 FR 9902, March 3, 2003)his action was intended
to allow residents in CDQ communities along the Western Alaska coast to have mesieanear
opportunitiestohare st t h e i Q haltput.herefdres theGHHCegulations dictate, the total
amount of permissible halibut harvest for Area 4E is the sum of the 4E ar@DIDTAC.

Effective July 222005, in response teports oflocalized depletion, decreasing catch per unit eféort]
resultant limitations on the optimal utilization of Area 4C IFQ and CDQ, the Council passed an Omnibus
(IV) amendment package providing for the harvesirefa 4C IFQ and CDQ in Area 4(J0 FR 43328,

July 27, 2005)Thereforethe total amountf permssible halibut harvest for Area 4D is the sum of Area

4D TAC and Area 4C TAC.

Figure 5 Halibut CDQ and IFQ harvest flexibility in Areas 4CDE

Gulf of Alaska
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3.5.3 The Halibut CDQ Fleet

Thecharacteristiof the resident halibul€DQ fleetsvaries by group and impacted by factors such as:
thenumber of interested and qualified residents]dbation of the halibutesourceelative to nearshore
fishing groundspther fishing opportunities (such as salmon and crab fishing), other employmen
opportunities, and the availability of processing operations. Also, as some parts of the CDQ small vessel
fishing operations have been subsidized by groups in the past, the resident fleet is also impacted by
internal economic decisions made by the CDQuges and in the ways they chose to promote economic
development in their communities.

Criteria for participation in CDQ fisheries also varies by group. Some groups have a formalized process

in which interested participants must submit an applicatemonstrating length of residency in one of

the communities represented by the CDQ group. Some groups require that the vessel harvesting CDQ is

100% owned by a resident of a CDQ community. Other groups have a traditional set of local participants
andthere or e a more informal process to harvesting t he
make CDQ freely available to their eligible residents, but charge a lease rate in a situation whef@ the CD

is prosecuted by neresidentvessels. The intention,ithat in the latter casthe revenues collected from

leasing CDQ can be used for other types of economic development opportunities in the communities they
represent.

On average about 70% of theight of landedalibutCDQ was harvested on vessels I#san or equal to
51 feet LOA between 2009 and 20{&eeTable3). Additionally, a great proportion of the fleet has
typically been small vessels. During this sammetperiodthe fleet landing halibut CDQ was made of
96% vesselfess than or equal tdl5eet LOA,and 904 of thevesselavereless than or equal to 32 feet
LOA. This indicates a large involvement of small vessels, with several largerstbsseontrilute large
landings.

The sharp decrease in the number of vessels participating in halibut CDQ fishing observed between 2013
and 2014 inTable3 is in part due tahe decline in availablealibutCDQ (dropping in Areas 4CDE from

1.93 million poundto 1.285million pound$, but in largepartdue totheCDQ gr oupbés i nternal
managementesponse to this decline.
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Table 3 Count and harvest of vessels landing halibut CDQ by vessel length overall, 2009 through 2015
Count of
Average
Vear Length overall vess_els harvest Total harvest | Percent of total
landing (pounds) annual harvest
halibutcpq | (POUNds)

<22 ft 97 1,288 124,901 6%

>22 ftand < 32 ft 109 8,381 913,529 44%

2009 >32 ftand <51 ft 10 33,854 338,537 16%
>51 ft 7 102,960 720,719 34%

20009 total 223 2,097,686 9,407 100%

<22 ft 89 1,515 134,879 6%

>22 ftand <32 ft 103 9,796 1,008,974 42%

2010 >32 ftand <51 ft 10 39,202 392,016 16%
>51 ft 9 95,548 859,929 36%

2010 total 211 2,395,798 11,354 100%

<22 ft 105 1,194 125,389 5%

>22 ftand <32 ft 114 9,298 1,060,024 40%

2011 > 32 ftand <51 ft 10 47,383 473,827 18%
>51 ft 10 96,539 965,390 37%

2011 total 239 2,624,630 10,982 100%

<22 ft 98 1,559 152,804 8%

>22 ftand <32 ft 118 6,677 787,880 41%

2012 > 32 ftand < 51 ft 13 28,254 367,307 19%
>51 ft 10 59,986 599,864 31%

2012 total 239 1,907,855 7,983 100%

<22 ft 116 1,160 134,614 10%

>22 ftand <32 ft 112 6,302 705,875 51%

2013 > 32 ftand <51 ft 9 25,568 230,110 17%
>51 ft 7 44,244 309,705 22%

2013 total 244 1,380,304 5,657 100%

<22 ft 25 3,786 94,656 10%

>22 ftand <32 ft 57 7,640 435,472 44%

2014 > 32 ftand <51 ft 9 23,424 210,817 21%
>51 ft 5 50,051 250,255 25%

2014 total 96 991,200 10,325 100%

<22 ft 17 2,957 50,263 6%

>22 ftand <32 ft 30 10,591 317,730 36%

2015 > 32 ftand <51 ft 10 29,168 291,679 33%
>51 ft 8 27,445 219,557 25%

2015 total 65 879,229 13,527 100%

Source: AKFIN comprehensive_ft database
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A revenudliversification tablecan highlight vessel dependency on a particular fishery by comparing the
value a vessel generates in one fishery versus all their other soufiseingfrevenuen a given season

For instanceTable4 demonstrates that in 2009, of Biévessels 22 feet LOA that participated in

landing halibut CDQ, none tfiose vessels also landed halitit® in the same year. Thegessels

derived 96% of their total fisheries ex vessel revenue from halibut CDQ fishing. OVaidé4
illustratesthat only a small number egssels fishing halibut CDQ are generalsofishing halibut IFQ

in the same yeaOf the 444 unique vessels that fished halibut CD&ween 2009 an2015, only 58f

these vessels also reported landing halibut (dgput 136).

Table4 illustrates a cleaex vessetependency distinctiorelated tovessel sizel-or vessels 32 feet LOA
and undernearly allof their halibut revenugein a given year (2009 to 2015) aenerated from CDQ
hdibut (rather than IFQ halibutiConsidering ex vessel revenue from all sources of fishing (including
state fisheries like salmaand herring)halibut CDQ isshown to behe primary source of revenue for
vessels that do not exceedf@2tLOA. Larger vessels are more likely to participate in the halibut IFQ
fishery and in other (nehalibut CDQ) fisheries, with an average of 33f4heir total halibutrelated ex
vessel revenue being derived frbiaibut CDQ and an average of 14% of their total fisheradated ex
vessel revenue being derived from halibut CDQere also appears to be some movement aiaibng
vessel length categodéowards greateseasonafliversification, particularly in 2014 and 2015.

One caveat of this method of identifyidiyersification, is that it relies on the overlap in fishing by a

vessel. If, for example, an individual fished halibut CDQ on their skififiin nearshore waters, then
prosecuted their 4D h athiswouldnotbdacgptuediraldes. pableXimmer 6 s ve
Section 3.8.3also displays QS holders in Area 4A,,4Dd 4D by registered address, providing a furthe
metricidentifying potential oerlap between these stakeholdesups.
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Count of vessels Count of vessels that Of the vessels that landed Rey dependence on C.DQ Average e.x VES.Sd rev Rev dependence on CDQ
Length overall A K Average ex vessel rev : halibut versus IFQ halibut from all fisheries for . . .
landing halibut . also landed halibut IFQ and CDQ, average ex R . R halibut versus total fisheries
(feet) cQ from halibut CDQ IFQ in the same year vessel rev from halibut IFQ for (all vessels landing vessel landing halibut ex vessel rev
halibut CDQ) cDQ

<22 97 S 2,361.58 0 S - 100% S 2,710.96 96%
>22 and £ 32 109 | § 14,752.23 41 S 12,660.83 97% | S 26,380.91 62%
>32 and £ 51 10 S 67,170.56 2 S 52,295.22 88% S 126,857.86 58%
>51 7 S 199,666.22 7 S 376,232.16 37% S 1,288,032.10 17%
2009 total 223 | § 17,517.65 13 | $ 214,527.61 61% | S 60,194.10 32%
<22 89 S 3,737.91 2 S 9,202.43 95% S 4,496.17 90%
>22 and €32 103 | $  28,382.50 41 S 54,590.86 94% | S 43,419.83 71%
>32 and £ 51 10 | § 118,567.55 5| $ 18,576.84 93% | S 198,070.62 65%
>51 9 | $ 280,150.88 8| S 665,514.07 34% | S 1,368,447.80 22%
2010 total 211 | $  33,000.50 19| S 297,566.58 57% | $ 90,848.99 39%
<22 105 | $ 4,167.42 0| S - 100% | $ 4,463.19 98%
>22 and <32 114 | $ 38,015.70 41 S 4,468.64 100% | $ 49,927.53 80%
>32 and <51 10 S 201,873.02 2 S 147,965.48 88% S 317,443.83 67%
>51 10 | $ 403,090.25 10 | $ 697,050.04 37% | S 2,458,148.89 17%
2011 total 239 | § 45,276.16 16 | S 468,956.67 60% | S 141,909.21 34%
<22 98 | S 5,735.98 2| S 10,058.35 97% | S 6,173.14 96%
>22 and <32 118 | § 25,542.16 3| 8§ 79,572.73 93% | S 41,089.86 64%
>32 and <51 13 | § 112,627.15 58S 205,649.99 60% | S 282,922.02 41%
>51 10 | § 215,073.21 10| S 456,000.92 33% | S 1,659,377.14 13%
2012 total 239 | $ 30,087.80 20 | S 292,354.70 56% | S 107,637.36 29%
<22 116 | $ 4,007.99 3158 14,656.18 91% | S 4,506.45 90%
>22 and €32 112 | $  22,415.06 10| S 35,225.87 88% | S 35,390.16 64%
>32 and €51 9| $§ 81,714.03 41 S 112,036.87 63% | $ 190,963.25 44%
>51 7| $ 136,160.43 718 321,048.48 30% | $ 1,256,954.87 11%
2013 total 244 | S 19,114.60 24 | S 128,821.42 61% | S 61,490.98 32%
<22 25 | §  13,727.72 3| S 18,399.63 86% | S 15,951.97 86%
>22 and <32 57 | $ 25,759.15 10| S 30,667.85 83% | S 45,852.36 56%
>32 and <51 9| $ 90,913.64 6| S 110,531.30 55% | S 259,238.33 35%
>51 5| $ 189,397.84 5| $ 289,050.77 40% | S 1,721,123.56 11%
2014 total 96 | S 37,257.05 24 | S 102,929.96 59% | S 1,723,166.49 26%
<22 17 S 11,530.65 2 S 26,422.41 79% S 14,639.17 79%
>22 and <32 30 | § 44,433.01 718 41,718.40 82% | S 66,088.16 67%
>32 and <51 10 | $ 116,613.08 58S 145,383.68 62% | S 289,713.80 40%
>51 8 | S 114,144.77 8| S 373,024.62 23% | S 1,235,113.06 9%
2015 total 65 | $ 5551231 22 | S 184,363.13 47% | S 230,916.20 24%

Source: AKFIN comprehensive_ft database

Note: Ex vessel values are in real 2015 USD based on the BLS CPI
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Table4 demonstrates diversification of fishing efforts by a vessel within the same year, but it is not clear
what, if any, alternative fisheries a vessel wouldipipate in if the operator dseto (or is not able to)
participate halibut CDQ fishing for a season. The availability of alternative fisheries to participate in is
also an important distinction in understanding vessel dependency on a fishery.

Inter-seasonal fishery diversification iemionstrated ifable5 by vessel LOAOf the 444 vessels that
landed halibut CDQ at least once between 2009 and 2015, this table shows othedidrisheries tha
these vessels have participated in. Note this list is not all encompagpioggsible fisheries these vessels
could have participated in, but include some of the most popular alternatives. This table demthetrates
the smaller vessels (less than qual to 32 ft LOA) also have some participation in salmon and herring
fisheries, while the larger vessels are more diversified in groundfish and sablefistizétidressels
(greater than 22 ft to less than or equal to 51 ft LOA) have had some participddading crab
rationalizationand CDQcrab.
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Table 5 Of the 444 vessels that landed halibut CDQ between 2009 through 2015, other fisheries these vessels

Year

Herring

Salmon

BS Sablefish

Crab CDQ
and QS

Other
Shellfish

BSAI
groundfish

GOA
groundfish
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RNk Wk
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2 ftand < 32 ft LOA

2009

2

14

2010

10

2011

13

2012

19

2013

14

15

13

2014

12

2015

14

R INR|UW (SO

Vessels >3
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Vessels >5
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2014
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1
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Source: AKFIN comprehensive_ft database

AlthoughTable3 demonstrated a significant drop off in the number of small vessels participating in
halibut CDQ fisheries between 2013 and 2014 (continued into ZD4ble5 does not reveal a prominent

trend of small vessels identifying other fisheries to participate in. In part, this may be the result of the
reduced catch limitsand the desire tminimize costs by consolidating harvest of multiple participants on
fewer vessels. However, the Council also heard public testimony@ldowt at s |
low catch limits Simeon Swetzof, J4,0/9/16,public testimony.

In addition to vessel dependency as demonstthtedgh revenue diversification Table4, other recent

e f dueton

Council documents have worked to explB®AI community dependence on haliltitough other
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metrics Particularly relative for the scope of this proposalppendix C to theacent Public Review
Draft of Amendment 111 to the BSAI groundfish Fisheries Management Plan (FMP) describes BSAI
community engagement in the BSAI halibut fish@PFMC 2015a)This document presents a broad
range of information, such as the role of thehifig sector in eacBDQ group regionadéconomy, and in
particular the role of the commercial halibut fishing sedtoaddition to demographstatistics, it

presents the number of community residewhed BSAI halibut catcher vessels versus residemed
catcher vessels used for other fisheries, as well as the nungmetioipantsvith permits in the halibut
fishery compared to other types of fishing pern#sme of thisnformationis not only inclusive of
residentghat participant in halibut CDQshing in the BSAI, but also QS holders, vessel owners, and
crew members that participate in the halibut IFQ fishery and are locatesss communities.

3.6 Background on the Halibut IFQ Fishery

In 1991, the Council recommended an IFQ program for the management of the fixed gear (hook and line)
halibut and sablefisfisheries off of AlaskdNMFS & NPFMC 1992) The Secretary of Commerce
approved the Council s | FQ pr oapdtlemproggasnwas r egul at or
implemented by NMFS for the fishing season in 1995. The fundamental component of the IFQ program is
guota shares, issued to participants as a percentage of the quota share pool forspso#adEQ

regulatory area, which is traastd into annual IFQ allocations the form of fishable pounds.

This section of the analysis provides background information on the halibut IFQ figheryis
necessary for the subsequent discussion of impacts resulting from the proposealtactative. This
section includes AreaiB, 4C and B-specific dita on IFQ allocations, harveand a description of
participating vessels. Further information on the IFQ Progmanincorporated into the analysis of
impacts in relation to the proposectian.

There aralsomany sources that can provisi®re comprehensive amdtensivebackgroundiata on the
IFQ ProgramFor example, the IFQ Program Review presented at the October 2016 Council meeting
provides a comprehensive assessment of the pronesfsihe program, framed around the 10 objectives
identified by the Council when it developed the prog(BiiARFMC/NMFS 2016)Additionally, QS

transfer data, disaggregated in many ways, can also be found in the NOAA Fisheries Alaska Region
Restricted AccessManagement (RAM) Transfer Report (NMFS 28)1and choice statistics about the
fishery were provided in the RMAReport to the Fleet (NMFS 20)f4vhich was produced annually up
until 2012.

3.6.1 Area4 IFQ Allocation and Harvest

Table6 andTable7 provideareferencdor Area 4B as well as Area 4C and 4D halibut IFQ allocation
and harvest over tim@ee alsd-igure10andFigurell). Area 4B has sedmigh prosecution rassof

halibut IFQ, with only a few years that dipped below 90% prosecution of the catt(R0db, 2009,

2010, and 2013). Prior to the passage oftnendmenthat allowed Area 4C IFQ be harvested in Area
4D, Area 4C waexperienang a steady drop in catch ratBsiring the 2003 fishing season, Area 4C
participantdanded just 42% of the totArea 4C halibut IFQ allocation compared to a statewide average
of 97% for all areadeclining catch rates in Area 4C were assumed to be indicative of a decrease in
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halibut abundance over time in the area, which was associated with concentrated fishinyaef
relatively small fishing area and reduced recruitment and immigration into Area 4C.

After the implementation of the 2005 amendment, Area 4C anchtidb limitsare combinedable?, as

are Area 4C and 4D harvesBuring the first three years following the implementation of the
amendment, 4C and 4D harvests were under &¥e combined TACserhaps indicative of 4C IFQ
holders adjusting tdie new harvesting flexibilitySince 2008, over 90% of the combined TACs of Areas
4C and 4D have been harvested, except for 2013 when only 89% was harvested.

It is alsoinformative to observéhe trend in catch limits over time in Area 4B, 4C, and 4&rea 4B

halibut IFQcatch limit has droppeslubstantiallyfrom 2001 to 2007, with a slight rise between 2007 and
2011, then a continuation of the downward trend to 2B18015,the Area 4Bhalibut IFQcatch limit is
less than a quarter of what it was irDR0Area € and 4D has seen more fluctuatiorthe halibut IFQ
catch limits during this time periptut still with a strong downward trend.

Table 6 Area 4B IFQ allocation and harvest, 2000 through 2015

Year 4B TAC 4B harvest % 4B TAC

harvested
2000 3,928,000 | 3,626,754 92%
2001 3,928,000 | 3,517,658 90%
2002 3,344,000 | 3,213,189 96%
2003 3,344,000 | 3,005,534 90%
2004 2,284,000 | 2,169,480 95%
2005 1,808,000 | 1,595,682 88%
2006 1,336,000 | 1,220,833 91%
2007 1,152,000 1,088,443 94%
2008 1,488,000 | 1,357,128 91%
2009 1,496,000 | 1,232,219 82%
2010 1,728,000 | 1,394,752 81%
2011 1,744,000 | 1,595,524 91%
2012 1,495,200 | 1,370,408 92%
2013 1,160,000 986,945 85%
2014 912,000 864,227 95%
2015 912,000 852,286 93%

Source: NMFS IFQ landings database sourced by AKFIN
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Table 7 Area 4C and Area 4D IFQ allocation and harvest, 2000 through 2015
Year 4CTAC 4C harvest % 4C TAC 4D TAC 4D harvest % 4D TAC
harvested harvested
2000 1,015,000 731,358 72% | 1,421,000 1,378,038 97%
2001 1,015,000 724,815 71% | 1,421,000 1,368,875 96%
2002 1,015,000 484,815 48% | 1,421,000 1,360,253 96%
2003 1,015,000 424,935 42% | 1,421,000 1,421,028 100%
2004 860,000 478,274 56% | 1,204,000 1,202,152 99%
4C/4D TAC 4C/4D harvest % TAC harvested
2005 2,178,000 1,756,825 81%
2006 1,932,000 1,655,348 86%
2007 2,239,800 1,986,725 89%
2008 2,122,800 2,113,434 99%
2009 1,882,800 1,737,668 92%
2010 1,950,000 1,809,616 93%
2011 2,028,000 1,847,773 91%
2012 1,328,827 1,207,051 91%
2013 1,030,800 917,155 89%
2014 715,920 688,225 96%
2015 715,920 690,581 96%

Source: NMFS IFQ landings database sourced by AKFIN

Note: In 2005, a regulatory amendment allowed Area 4C IFQ to be harvested in Area 4D. Therefore, catch limits and
harvest have been reported as combined from 2005 on.

3.6.2 The Area 4 Halibut IFQ Fleet

This sectiordescribes the current fleet harvesting halibut IFQ in Areas 4B, 4C and 4D in temoalwodr
of onebs
vessels at or near the vessel IFQ cap, and use of hired masters

of active vessels, LOA dlictive vessels

Figure6 andFigure7 illustrates the size composition of the fleefAirea 4B, 4C, and 4D both in terms of

us e

own

theenshar of

t o

the number of active vessels (2000 to 2015) and vessel LOA (20095h 2hésefigures highlight that
beginning in 2004, Area 4C there was a sharp decrease in the number of participating vessels. Again, this

is likely do to the harvest flexibility permitted of Area 4C QS into Area 4D beginning in 2005.
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Figure 6 Count of unique vessels landing Area 4B, 4C, and 4D halibut IFQ, 2000 through 2015
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Source: NMFS IFQ landings database sourced by AKFIN

Figure7 alsoillustrates the much smaller fleet in Area 4C compared to Areas 4B and 4D in terms of
vessel LOA. A few vessels less than or equal to 22 feet LOA have harvested halibut IFQ in Area 4B
during this time period, while only 5 vessels less than or equal ®eb1L©A have harvested halibut IFQ
in Area 4D, all of which are greater than 22 feet LOA. While there is some overlap between CDQ and
IFQ fishing (seélable4), Figure4 illustrates a contrast in IFQ fleet characteristics compared to the
halibut CDQ fleet described iFable3. Vessels that have traditionally harvested IFQ in these areas tend
to be larger; better suited for open ocean and variable weather and seas.
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Figure 7 Count of unique vessels landing Area 4B, 4C, and 4D halibut IFQ by vessel length overall, 2009-2015
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Particularly in years where QS generates lower pounds ofQ@Bholders will often seek to minimize the

variable costs associated hatuasg that IFQ. In some casahis meangonsolidatingharvesting

privileges by walking on board a vessel with other IFQ holders to share in the purchase of fuel, crew

wages, food, etc. At the onset of the IFQ Program there was significant and immediate consolidation of
harvest on vessels due to the increadeglity for fishery participants tooordinate rather than compete

This opportunity led to aontinuedslowi ncr easi hg trend in Apersons per
masters or persons leasing IF@Yer the decadthat followed based on all IFQeas with substantial

inter-annual variability NPFMC/NMFS 2016)

However,Figure8 demonstratethat between 2000 and 2015 there vedative stability in Area 4Bind
4D in terms of the percent of halibut IFQ that is landed vessefor whichthevessel owner is also the
registered QS holder.

To create this figure, halibut IFQ landings are linked to the NMFS IDs which are given to each vessel
owner. An ID isassigned to each person regardless of whether an individual holds 100% interest in a
vessel or 1% interest in a vessel. This NMFS ID is then matched to the NMFS ID assigned to each QS
holder nameThisrepresent the percent of total IFQ weight that is éaroly a vessel owner (or one of the
vessel owners) with an ID that matches the QS holder ID.

Between 2000 and 2015, on average 79% of the Area 4B halibut IFQ weight wasdaradeelssel, for
which none of theessel ownerwere also theegistered holer of the QSIn Area 4D, on average
between this same time period, 76% of the halibut IFQ weight was landedessel, in which none of
the vessels owners weasothe registered holder of the IFQ.

Area 4C shows significant int@nnual variationwith IFQ landings on board vessels in which the vessel
owner is also the QS holder accounting for up to 86% of the total landings (in 2007). However, it is
important to remember that the number of active vessels in Area 4C dropped from 23 in 2004, to 9 in
2005, and that by 2007 there were only 6 active vessels landing halibut IFQ harvested in @igaréC

6). Small sample sizes like this are more prone to varidtiaould be that 1 or 2 of those 6 vessels
accounted for the majority weight of the landirgsl therefore their characteristics dominate the sample.

Note this does necessary say anything atfmuextent ohired master usavhich will be latediscussed

in this sectionA vessel owner, a QS holder, and the skipper could all be the same individual, in which
case the vessel owner would be represented as landing their ownRigQrie8. Additionally, a QS

holder may be the one to land the IFQ, but does not own the vessel. This is a common scenario given the
owneron-board regulation of the IFQ Program, and would be represented as IFQ not landed by the vessel
owner inFigure8. Under a hired master arrangemehé QS holder and the vessel owner could be the

same person, but the hired master could be a different pergbis tase the vessel owner would still be
represented as landing their own IFQ in Egure8.
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Figure 8 Percent of halibut IFQ that is landed on a vessel, of which the vessel owner is also the registered QS
holder, 2000 through 2015
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It has been suggested in Council public testimony that vessel IFQ caps have prevented some QS holders
from further consolidation of halibut IFQ onto vessel inerthb save on variable costs, particulanly

times of low abundance. The vessel IFQ caps are a regulatory element of the IFQ Program that dictates an
annualcap onthe amount of IFQ one vessel candan a given season. For halibut, there is a vessel IFQ

cap of 0.5% of all of the halibut IFQ TAC combirfedVhile the vessel IFQ cap may in fabe a

constrainto some halibut IFQ participants, overall the data shows very few vésaefsmarticipateri

Area 4B, 4C, or 4D halibut IFQ fisheri&s be at, or within 10% of the capBable8).

4 Area 2C has an additional halibut vessel IFQ cap of 1% of the Area 2C halibut IFQ TAC.
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Table 8 Number of vessels that have participated in Areas 4B, 4C, and/ or 4D halibut IFQ fishing that are
within 10% of the vessel IFQ cap, 2000 through 2015

Number of
Year vessels within
10% of cap

2000 1
2001 2
2002 -
2003 -
2004 -
2005 -
2006 -
2007
2008
2009
2010
2011
2012
2013
2014
2015 -
SourceNMFS IFQ landings database sourced by AKFIN

N(R[W|[D|IN|R (R |~

At the outset of the IFQ Program, the Council intended for catcher vessel QS to be held by owner

operators. However, the Council allowed initial QS recipients to use a hired inagterson designated

by the sharehol der tioindrderto grovidéntaese indidl eecipemsonlittitteer 6 s | F Q
flexibility to continue in the business practices that they had had prior to the implementation of the IFQ
Program. Eligibility to use a hired master is tied to the shareholder and not the QS, so initettecipi

could use a hired master on QS that they acquired over time. Additionalindigidual entities are

permitted to use hired masters, as this is necessary to land théir IFQ.

Over the 20 years of the IFQ Program, the hired master use provision has been amended several times to
address regulatory | oopholes. The Council b6s inten
a vested participant in the IFQ fisheries, so ifQ Program initially included a vessel ownership

requirement for shareholders intending to use hired masters to land their IFQ. In 1999, the Council

specified that shareholders must have at least a 20% ownership interest in the vessel upon wkich their |

is being fished. In 2002, an amendment to the program allowed shareholders to substitute indirect

ownership of a vessel through corporate or otherindividual entity interest for all or part of direct

vessel ownership by the shareholder forpurposes usi ng a hired master to | a
In 2007,an amendment to the programpecifed the formal, governmenssued documents that

shareholders must usedemonstrat¢he 20% vessel ownership interest requisite for using a hiesstier

In 2014, an amendment to the program addedradrh requirement for the minimum 20% vessel

5 In Southeast Alaska (halibut Area 2C and the Southeast Outside District of the sablefish fishery), the Council limited
hired master use to non-individual entities that received an initial QS allocation in order to maintain what had
historically been an owner-operated fleet in this area.
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ownership interest. Also in 201dn amendment to the program was implemented prohibiting iQi8al
recipients from using a hiredasterto harvest IFQ derived fro catcher vess€)Sreceived by transfer

after February 12, 2010 he 2014 amendments were in response to increasing evidence of overall
reliance on hired masters by shareholders, many of whom had ownership interest in vessels only for the
duration of thdishing trip during which their IFQ was being harvested.

Figure9illustrates halibutatcher vesseFQ landed by hired masters in Area 4B, 4C, andawellas

the IFQ able to be landed by a hired madtete that all Class A IFQ is able to be both leased as well as
harvested by a hired master and is not included in this figure. As this is figure is based on analysis of
landedhalibut IFQ, QS that is flagged able to be harvested by a hired master is only represented if the
IFQ is harvested. This may account for some of the stark variation in Area 4C, in 2004, 2006 ard 2008. |
could be that IFQ that was able to be harvested by a hired mveasanot harvestkat all. It may also be

that this weight was harvested in Area 4DFigure9, Area 4Calsodemonstrates substantial variation in

the percent of total IFQ that is landed blyired masterAgain, this is likely due to the velgw number

of vessels landing~Q in Area4C. Area 4B and 4C see a slightly decreasing trend of hired master use
between 2000 and 2015; ranging from 31 to 51% of QS holders fishing their IFQ in Area 4B and from 27
to 48% of the QS holders fishing their IFQ in Area 4D. The percent of IFQ ablentmsted by a hired
master has also seen a slight decreasing trend between 2000 and 2015 in these two areas. This would be
expected as hired master use privileges are exclusive to initiaksand noindividual entities, and this
privilege does notantinue once the QS has been transferred.
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Figure 9 Percent of Area 4B, 4C, and 4D halibut catcher vessel IFQ landed with a hired master, 2000-2015
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3.7 Analysis of Impacts: Alternative 1, No Action

In this analysis, the no action alternativéhisregulatory status qualnder status quo, there are two
regulatory elements that prohibit the proposed action alternative from occurring.

In particular,with no actionCDQ groups are naligible to purchaser leasehalibut or sablefish

QS/IFQ with the expectation dflassA sharesCDQ groups an and havacquired Class A share halibut
QS. Clas® QSare the most flexible harvesting privileges. They can be usedttohbovesting and
processing activitie®r just harvesting activitison a vessel of any size. Three of the CDQ groups
currently hold Area 4 halibut Alass QSAPICDA and YDFDA both hold A class halibut QS in Area
4A, 4B, and 4D, and BBEDC holds A cialsalibut QS in Area 4B and 4Dechnically, these CDQ
groups may already be able to hagsidentghat participate in the small vessel CDQ halibut fistaaty
ashired mastrs to fish some of this IFQugmening their CDQ allocationHowever, lecause othe
flexibility of Class A QS, it tends to be more valualtleasing A share IFQ to resident would forego
revenue from a lease rate that they might be able to get from a private party. Thiera$org A share

QS to their residents may come at a higigortunity cost for CDQ groups than the ability to lease B, C
or D Class QS (catcher vessel shares).

The other egulatory elementsnder status quihatconstrainthe proposed action from occurrirgjate to
the owner on board requirements of catclemsel shares under the IFQ prograire program contains
limitations onboth onleasing andhe use ohired mastes.

Under current regulations, leasing of IFQ derived from catcher vessel shares has generally been
prohibited (for individuals or CDQ grospsince 1998. Several provisions areuded in the program
that allowfor outright leasing under special conditio@e of these provisions includes thasing of
IFQ derived from Class A shareSpecial exceptions for leasing catcher vessel IFQimttades the
following situations

1) temporary medical leases,

2) survivorship transfer privileges,

3) military leases,

4) leases through CQEs, and

5) IFQ to guided angler fish (GAF) transfers.

Therefore, individuals that are holders of cataresrsel QS, generally do not have access to catcher vessel
IFQ leasing options.

It is possiblethat CDQ community residents could increase participation in the IFQ fisheriesiby as

a hired master for a catcher vessel QS hold#ile not technicallyconsidered a lease based on federal
regulations and requirements, the use of a hired master by a QS holder can often acts as a de facto lease
depending on the arrangement with the individual or entity holding the QS.

6 In recent years, Class A share halibut IFQ has been exclusively fished on catcher vessels and landed on shore.
7 The primary difference between the two practices is that leasing IFQ requires a formal leasing transfer application,
and the IFQ permit is issued in the lessee’s name; while in contrast, a hired master must obtain a hired master’s
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However, adllustrated inFigure9, the opportunity to use a hired master is only availablesttainQS

holders in the progranin many cases, under status quo,Gb¥) resident could not operate dsired

masterlf hired master use is not permitted, (8 holder would needtne on board t he CDQ
vesseif they were to fish another entities IFQ.

There are a few otheptions for CDQ residents to expand their halibut operations irs bilew halibut
abundancewhen availableCDQ groups can leasgiotafrom each otherAdditionally, with available

funds CDQ residents could seek to acquire halibut QS to hold and use on theis®ern ifTable4,

however, there are low rates of harvest overlap of vessels that participate in landing halibut CDQ as well
as halibut IFQ under status quo. This indicates that residents harvesting hBlpge@erally have not

had an opportunity or have made a choice not to participate in the halibut IFQ fishery.

The implications of Alternative 1 are heavily dependent on the health of the halibut resource. Since the
proposed action under Alternative 2 oalyplies in times of low catch limits, if halibut catch limits

remain above any of the proposed threshaldspnly difference between adopting an Alternative 1 and
Alternative 2 is increased administrative effiarrevise regulations and develop adntiaive processes

for years in which CDQ groups may lease IFQhe catch limits for these areas do become low, the
results ofadoptingstatus quo could include more negative impacts on residents of CDQ communities that
have historically relied on CDQ hiaut than might be achiedewith action However, no action would
reduce the risk of exacerbating any possible negative impilcte halibut catch limiton Area 4 IFQ

crew and vessel owneras well as potentially certain processors and communitigeeater discussion

of the qualitative cost and benefits are included in the analysis for Alternative 2 under S&aiuh
Section3.9.

3.8 Analysis of Impacts: Alternative 2, Allow CDQ Groups to Lease Halibut
IFQ

The action alternative would allow CDQ groups to lease hatificher vessdFQ in Areas 4B, 4C, and
4D in yearsf low halibut catch limitsn regulatory Areas 4B and 4CDEny IFQ transferred to a CDQ
groyo under this provision would tavailablefor use in conjunction withalibut CDQ,intendedfor use

by residentshat have traditionally harvested halibut CD@is action woulchotconvert IFQ to CDQ.
CDQ allocations would not changdo vessel over 51 feet LOA would be eligible to harvest the leased
IFQ, andall vesselarvesting IFQnustcomply with IFQ use restriction$his proposal does not limit
that amounof IFQ that could be leased by a CDQ group in a year.

3.8.1 Potential Benefits

Halibut is a culturally and economically significaspecies fomany usegroups in the North Pacific
Thus dramatic declingin IPHC Area 4biomass level§éas well as coastide) have greatly impacted a

permit, but their harvest is debited from an IFQ permit authorized under the name of the QS holder. The QS holder
remains liable for any fishing violations reported associated with that permit. Additionally, for the use of hired masters,
regulations require the QS holder to have a 20% ownership interest in the vessel used to harvest the IFQ,
demonstrated for at least a 12-month period.
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substantial number of individuals and businesBasticularly gven therecentiow catch limits for the
commercial (IFQ and CD(jshery in Area 4some of the CDQ groups are seeking opportunities to keep
their residents actively fishindprough these periodi addition to the clear incentive of encouraging
continued employment and income for residents traditionally involved in the h@llm@fishery, this
proposed action is also seeking to keep procegdamgs and secondary service providers that the CDQ
groups rely on in operation even during years of low halibut abundanoeny of these coastal
communities there are few other viable options for employment.

The benefits that could be derived froutk action are different among CDQ groups and would likely
even be distributional within a CDQ group. Overall, this action is not necessarily expected to result in a
financial gain foraCDQ groug that choose to lease halibut IFIis likely thatsome o all of the leasing
feewould need to be subsidized by the group. However, in particaf@mesentatives from the CDQ

groups CBSFA, NSEDGINdAPICDA have allsuggestethat if availableand feasiblgetheir group

would likely take advantage of the oppority. Representatives have emphasized that the opportunity to
keep community members employed has distributional benefits to the individuals involved in the fishery
that would likely be worthhe subsidized expeaso the CDQ group (Jeff Kaufman,/2®2015, personal
communicatioh

If the halibut catch limifor Area 4Band Area 4CDE fallto a low threshold (determined in Option 1 of

this alternative), the actual use of this flexibility within a CDQ group will depend on a number of factors.

The small vesel fleet that could potentially benefit from increased access to harvest opportunities tends

to stay in nearshore areas and be more sensitive to ocean and weather conditions. Therefore, a CDQ group
may be more motivated to use this option in a year wihergalibut are found close enough to shore and

when weather allowed them to fullyosecute their CDQ allocation in addition to any leased IFQ.

Thecurrentnature of thenalibut fishery for the other CDQ groups makes it lessylikeat they would

takeadvantage of this flexibilityin years where halibut catch limits have been very low, CVRF has made

the internal management decision to not open their small vessel halibut fishery; therefore, it is unknown
whether CVFR would ever take advantage of thiditamhal flexibility. BBEDC and YDFDA halibut

fisheries are such that either residents do not have direct access to the halibut resource due to location of

the communities relative to the availabteck orquotd such as YDFDAGs albutocati on
CDQ), or residents target halibut around other priority fisheries (such as salmon fishing in Bristol Bay).
However, epresentativeBom BBEDC have still voiced support for this propogahn Vanderhoven,

10/20/2015, personal communicat)on

Although not described as the need for action, under the purpose and need (SHetalibut QS

holders of AreagB, 4C, and 4Dnay also benefit from this opganity. These QS holders may feel
constrained as their QS is associated with smaller and smaller pounds of IFQ. In yeatsatiblaiw
abundance, it may not be economically viable for some QS holders to harvest their small amounts of IFQ
particularly intheseremote areas in which operating costs are higher relative to other regulatory areas
Depending on operating costs and catch limits, QS holders leasing their IFQ to CDQ groups may be able
to earn more revenue from leasing IFQ than from harvestihgrntdelves or hiring a master to harvest

the IFQ (if the QS holder is eligible)o be clear, this action would not propose any amendments to QS

use caps or vessel IFQ caps. Tdg§on would provide an opportunity for halibut QS holders with QS in
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Area 4B ,4C, or 4D a chance to lease this IFQ to CDQ groups in years when the harvesirémhielow
a certain threshold, without a specified limit to the leasing potential.

CurrentlylFQ leasing is prohibited, expect for the specific exemptions explair@ekcition3.7. IFQ

hired masterestrictionsseeking to retain the ownen-board characteristics of the fledb not permit

the use of a hired master for hhilibut QS holder¢seeFigure9). Specifically, norinitial issuees may not
use a hired master to harvest their IFQ. Also in 2afhdmendment to the program was impleteen
prohibiting initial QSrecipients from using a hiradasterto harvest IFQ derived from catcher ve<38
received by transfer after February 12, 200terefore, this proposed action would present some halibut
QS holders theionly opportunity to lease AredB, 4C, and 4halibut QS. They could benefit from this
opportunity by earning a lease rate for the IFQ they may or may not have fished.

It should be noted, that the halibut IFQ catch limit has Ioeanlyfully prosecutedn Area 4B Area 4C/

4D. Figure1l0andFigurel11 demonstrate the percent utilimm of the IFQ catch limit relative to the

declining catcHimit (also included iMTable6 andTable7). However, this does not necessaniganthat

there has not been increased economic struggles relative to prosecuting small amounts of halibut IFQ in
years of low catch limitdRecentpublic testimonyhas highlightedhallenges associated wiflenerating

the economies of scateecessaryo prosecute the small amount of IFQ.

Figure 10 Halibut IFQ catch limits and harvest for Area 4B
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Source: NMFS IFQ landings database sourced by AKFIN
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Figure 11 Halibut IFQ catch limits and harvest for Area 4C/D
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Source: NMFS IFQ landings database sourced by AKFIN
Note: See associated numbers in Table 6 and Table 7.

3.8.2 Potential Costs

Direct impacts would be expected to be positiwv@eutrafor both participants ahe CDQ groups and
QSholders(as discussed in Secti@8.1), because thepportunityfor this additional flexibility in years

of low halibut abundance would beluntary for both usegroups. lbwever, Alternative 2 could

plausibly have negative indirect effects on some stakeholders of the ledibiighery.It is possible this
action could result in a displacementsoimecrew jobs, for the duration of time that the halibut catch

limits are bw enough to allow IFQ leasing, potentially disadvantage vessel owner (to the extent that they
are not also the QS holdeand potentially disadvantage some procesmmiscommunitiegto the extent

that trey are not the primary locatidar both IFQ and CDQ halibut from the area).

The uncertainty about how much IFQ may be leased, from whom, and how this would impact current
operations, is thehallenge associated with predicting the extent to which this action may hagative

impact on thee stakeholderLikely this action would result in some amount of temporary consolidation;
impacting the number of trips taken,resulting in some vesseai®t being used in the halibfishery at

all in a seasornrhe impact tqnon-QS holding)crew andhe vessel owneare distributional. It would be

expected that some crew and vessel owner could be disadvantaged, while vessel owners and crew of CDQ
vessels may benefit. The negative impacts to whomever is disadvantage in this flexibility could be
compoumled in a time when more state and federal fisheries involve barriers toeegthiynjted entry

permits or quota share) making it potentially more difficult to identify temporary diversification

opportunities in years when the halibut catch limits ane lbvessel owners are also QS holders, they

would make the decision about whether to lease their IFQ in these years, thus would not be expected to be
negatively impacted by this action.

Distributional impacts on process@sd communitiesould occur,fileased halibut IFQ werdanded at
differentlocations omplantsthan historical users would have relied on. Assuming resident halibut CDQ
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participants would chose to land any leased halibut IFQ at the same port as their halibut CDQ catch,
landings dat@an demonstrate the overlap between ports receiving halibut CDQ versus ports receiving
halibut IFQ. However, given the small number of processors in most communities, much of the data
demonstrating overlap in IFQ and CDQ landings is confideatidlcannobe presented in this analysis.

In some regions, there is only one active processing plant. In this situation, it is unlikely distributional
impactswould be felt under the proposed actiBabstantial overlap occurs between where halibut IFQ
and CDQ is ppcessed in Areas 4C and Area 4D.

In Area 4B and 4Bhe proposed action may indirectly motivaistributional impacts on processors

based on a change in landing patterns. Halibut IFQ could move from processors that have dominated the
halibut IFQ marketo other processors that have been more specialized in halibut CDQ. All of the ports
that have received Area 4B halibut CDQ between 2009 and 2015, have also accepted some halibut IFQ.
However, the primary processor for CDQ halibut contributes a smaibifinaaf the IFQ processing. If
Alternative 2, Option 3 is adopted (the opportunity to harvest leased Area 4D IFQ in AkgedED

IFQ landings would may be landed in one of the 11 different Western Alaskan comnfutiitié$ave
processed halibut CDRetween 2009 and 2015.

If the locatiors of port of origin and landings changes with leased IFQ, there is a potential some

communities may lose out in terms of raw fish tax, levied by the municipality as a percent of ex vessel
revenue, and businelssding tax, which is also a fish tax levied by the state (and shared with the

communities), as a percent of ex vessel revenue. These communities may also lose out in terms of the
economic activity associated with the fishing trip; purchase of food ahdridehe potential for a local

vessel to be |l eased for the harvest of a visiting
therefore, they could represent loses to some commuynitide other communities (those with

traditional halibutCDQ participation), may benefit.

3.8.3 Policy Considerations
3.8.3.1 Consistency with IFQ Program Goals

The IFQ program was developed to address issues associated with Hoe-fisbethat had resulted from

the operaccess and effort control management of the hiadibd sablefish fisheries. Specifically, the

Council identified several problems that emerged in these fisheries due to the previous management
regime, including increased fishing, processing, and marketing costs without increasing catch, decreased
productquality, sablefish and halibut prices, and the availability of fresh halibut, increased conflicts
among halibut fishermen, sablefish fishermen, or other interest groups, adverse effects on halibut and
sablefishstocks, and unintended distributions of déa@&nd costs.

In the original Supplemental Environmental Impact Statement (SEIS) for the IFQ pro¢P&NC &
NMFS 1992, the Council identified 10 policy objectives that it intended to address through specific
elements of the IFQ program. Specifically selecting the elements of the IFQ program the Council
attempted to do the following:

8 11 communities and “other Alaska”.
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1) Address the problems that occurred with the eperess management regime.

- The Council identified 10 specific problems: Allocation conflicts, gear conflicts, deadlo
from lost gear, bycatch loss, discard mortality, excess harvesting capacity, product
wholesomeness, safety, economic stability in the fisheries and communities, and rural
coastal community development of a small boat fleet.

2) Link the initial quota sharallocations to recent dependence on the halibut and sablefish fixed
gear fisheries.

3) Broadly distribute quota share to prevent excessively large quota share from being given to some
persons.

4) Maintain the diversity in the fleet with respect to vessel categjor

5) Maintain the existing business relationships among vessel owners, crews, and processors.

6) Assure that those directly involved in the fishery benefit from the IFQ program by assuring that
these two fisheries are dominated by owner/operator operations.

7) Limit the concentration of quota share ownership and IFQ usage that will occur over time.

8) Limit the adjustment cost to current participants including Alaskan coastal communities.

9) Increase the ability of rural coastal communities adjacent to the Berirapn8e¥eutian Islands
to share in the wealth generated by the IFQ program.

10) Achieve previously stated Council goals and objectives and meet MagBtesmns Act
requirements.

In developing the Alaska halibut and sablefish IFQ Program the Council was cahed@iméhe potential

for the emergence of a class of absentee catcher vessel shareholders. Thé€lmwetithat absentee

QSholder would be in opposition to its intent that benefits from the fishery flow to those directly

involved init. Objective #6h i ghl i ght s t hi s ¢ o n c ssurethatthoye disettligt i ng t h
involved in the fishery benefit from the IFQ program by assuring that these two fisheries are @minat

by owner/ operator operations. 0

Therefore, the€Council included an ownearn-board requirement for catcher vessel QS holders iiFQe

Program. The intent of the ownen-board requirement was to provide for a transition of the catcher

vessel fleet to becoming fully owneperated. Class A shares wesempt from the ownesn-board

requirement, because these shares were already largely corporate owned at the time the IFQ Program was
being implemented and comprise a very small percentage of the total QS in the two fisheries.

Leasing of IFQ is generallyrohibited (with the exceptions stated in Sec0r) and hired master use is
limited to initial recipients (except for Area 2C, in which initia€ipients are not permitted to use hired
masters) and neimdividual entities. Because some catcher vessel QS recipients had used hired masters
prior to implementation of the IFQ Program, tbeuncil intended the exemption from the owber

board requirerant to provide initial recipients witte latitude to continue in the business practices that
they had had prior to the implementation of the FQgram.

The Council has made a number of regulatory amendments to the IFQ Program to further limit the
amount of leasing and hired skipper use that occurs in the fisherWNRERMC/NMFS 2016 for a list of
examples). These examples reinforce the Council 0s
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and moving towards an owneperated Program. The pased action may be considered counter to this
purpose, as it allows for an avenue to lease halibut QS without any-owhberrd provisions.

Proponents of the proposed action may argue that this type of leasing would be only permitted in dire
circumstages (when halibut abundance has dropped below a certain threshold), and only involving a

limited scope of participants (halibut CDQ participants and Area 4B, 4C, or 4D QS holders). With the

inclusion of some of the options under Alternative 2, provisiomgladvattempt to further contain the

effects by: limiting the incentive to buy QS with the sole intention of leasing (Alternative 2, Option 3),

limiting the number of consecutive years a QS holder could lease (Alternative 2, Option 4), and further
restrictng the QS holders able to lease (Alternative 3, Option 5). Additionally, goal #9 of the IFQ
Program states it is an objective of the Program
adjacent to the BS/AI to share in the wealth generatedivye | FQ programo ( NMFPC 19

It is a policy judgement whether this flexibility is warranted under the goals of the IFQ program. The
purpose and need of this action specifically addresses the need to consider the objectives of both the IFQ
and the CD(Qrograms.

3.8.3.2 From Whom Will the CDQ Groups Lease?

Another potential policy concern was identified during Council discussions in October 2016. Alternative

2 (without consideration of its options), would provide CDQ groups total flexibility, in years of low

hdibut abundance, in how much QS they lease and from whom. It is possible a CDQ group could choose
to lease halibut IFQ from a resident, employee, director, or manager of a CDQ group that would also have
access to harvesting halibut CDQ. This situation bexyefit one individual, but it mayot bring new

harvesting opportunity to the community, as described in the purpose and need statement. Instead, one
individual in a community may benefit both from earning a lease rate as well as the benefits of garvestin
CDQ.

Currently, most CDQ groups provide economic development opportunities to encourage their residents
fishing ventures. This includes tools such as loan programs for vessels and QS, subsidized processing
opportunities, and market contacts. It is tbgponsibility of the CDQ groups to determine how to best
maximize thenet benefits of their fishergllocations in order to affect the broadest swath of their
population. In fitting with this pattern, there is nothing in the proposed action that probitit self
leasingtype behavior orequirethat the benefits have the greatest impact on the communities.

It would bebeneficialfor the Councito consider the intent of action through the purpose and need
statement, and make clear what leasiggtiors, if any it consides undesirable

If the Council considers this a policy concern, there are a number of ways the Council may monitor
and/or restrict the leasors of IFQ. This could be as strict as requiataythFQ leased by CDQ groups

is not assoiated with a member of the community or management of the CDQ d@dotipe Council

could simply state its intent for the proposed action and monitor the types of transactions that occur. The
Council could include a provision that CDQ Groups submit ameypalrts describing the persons leasing

IFQ to the groups and the crii@ that the groups used to sgléhose persongn addition, ason-profit
organizations, CDQ groups are required to submit an Internal Revenue Service (IRS) 990 form which
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provides he public with financial records for the entitiesn@w annual reporting requirementhich the
Council would need to specify in its alternatives, or currentprofit reporting practices may be
considered enough of a monitoring tool for the Councilnenstand if the intg of action has been
satisfied.

In addition, some of the options under Alternative 2 may restrict the eligibility of QS holders to target

l easing situations that more fitt Farexamyd, Options,he Cou
would limit QS holders that are eligible to lease to those with small holdings, and the duration limits on

Option 4 would mean the CDQ groups could not use the same QS holders for an extended fragod of

3.8.4 Potential Market Effects

Allowing for the opportunity foCDQ groupsto lease halibut QS in Area 4B, 4C, and 4D could have an
impact on the halibut QS market.

Without the adoption of Option (&stablishing a cooling off period for CDQ leasing opportunitids

proposed action couldsalt in individuals seeking to privately acquire more halibut QS with the intention

of leasing it to the CDQ groups. This potential result ofpttegposed actiomould especially work

counter to the | FQ pr og ropenated flegoadditiondofincreasimgitme ®3 ng an
demandwhich could impact the QS market. These impacts may be mitigated by establisbolimg

off period, during which newly acquired QS could not be leaaggrovided in Option.& his is option is

discussed undeection3.8.7.

Particularly with acooling off period for leasindoy only allowing CDQ groups to lease, rather than
permanently acquire QS, this proposed actvonld not likely induce QS movement or consolidation.
Conversely, this action magotivate some QS holders that may otherwise consider selling, to hold onto

their Area 4B 4C or 4DhalibutQS. This result could be considered either positive or negatipending

on an individual 6s i nt er e s tsuggestethatiteoultl help reminthe S o me
local holdings 0ofQS.This could especially be true férea 4C holdings, where residentfsSt. Paul hold

27% of the QS poollable9 demonstrates a link between communities and QS, by linking registered QS
address.
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Table 9 Halibut QS holders in Area 4B, 4C, and 4D by QS area and registered address, 2015
4B 4C
Address QS holders| QS holdings % of Area QS Address QS holders | QS holdings % of Area QS
pool pool
Alaska 39 4,374,156 47.1% Alaska 21 1,944,790 48.4%
ADAK 2 702,575 7.6% ANCHORAGE 4 297,437 7.4%
ANCHORAGE 4 532,419 5.7% DELTA JUNCTION 1 366,151 9.1%
ATKA 6 352,180 3.8% HOMER 2 19,948 0.5%
CORDOVA 2 213,869 2.3% ST GEORGE ISLAND 3 80,621 2.0%
DILLINGHAM 1 370,314 4.0% ST PAUL ISLAND 12 1,070,655 26.7%
DUTCH HARBOR 1 135,240 1.5% SEWARD 1 12,077 0.3%
FAIRBANKS 1 22,392 0.2% UNALASKA 1 96,994 2.4%
HAINES 1 7,293 0.1% WASILLA 907 0.0%
HOMER 2 174,732 1.9% Outside Alaska 21 2,071,562 51.6%
JUNEAU 1 2,368 0.0%
KODIAK 15 1,588,001 17.1%
PETERSBURG 1 2 0.0% 4D
SITKA : 2 272,771 2.9% Address Qs holders | QS holdings % of Area QS
Outside Alaska 39 4,910,618 52.9% pool
Alaska 12 1,472,738 30%
ANCHORAGE 4 198,868 4.0%
DELTA JUNCTION 1 292,706 5.9%
DILLINGHAM 1 122,473 2.5%
JUNEAU 1 213,044 4.3%
KODIAK 2 342,286 6.9%
ST PAUL ISLAND 1 38,984 0.8%
SEWARD 1 44,173 0.9%
UNALASKA 1 220,204 4.4%
Outside Alaska 30 3,485,512 70.3%

Source: NOAA RAM Division, accessed 11/18/2015, available online: https://alaskafisheries.noaa.gov/permits-

licenses

Note: APICDA holds Area 4 class A QS registered to Juneau. YDFDA holds Area 4 class A QS registered to
Anchorage. BBEDC Area 4 class A QS is registered to Dillingham.

Forthose individuals seekirentry into thenalibut QSmarket the lack ofQSmovement may not be a
positive resultOne might expect that decreasing catch limits would be associated with lower QS prices,
more exit, and less demand for QS. However, these trends are not being observed in the IFQ fisheries.
Area 4B, 4C, and 4D already tend to have the loleest of QStransactios of any regulatory area
(although, this may also be because a portion of the catch limit is designated as CB@Bgrices,

similar to other regulatory areappear to be increasingdble10). However compared to other IPHC
areaff of Alaskg acquiring halibut QS in these areas is generallydrgsnsiveper poundBetween

2012 and 2014reported price per pound averagd®$6 $34.33 $21.75 $16.55in Areas 2C, 3A, 3B,

and 4A, respectively (NMFS 204bcompared to the prices identifiedTiable10for Areas 4B, 4C, and

4D.
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Table 10 Prices for halibut QS transfers by regulatory area, 2005 through 2014
Number of Price per pound Price per QS unit
transactions Total pounds Total QS units

Area Year . Stan Dev of . Stan Dev

used for Mean Price i transferred used | Mean Price . transferred used
. price . of price .
pricing for pricing for pricing

2005 8| s 7.49 | S 1.18 63,139 S 1.46|S 023 324,243
2006 2 C C 7,850 C C 54,558
2007 9| S 845 (S 2.51 37,045| S 1.05|$ 031 298,569
2008 18| $ 999 | $ 2.35 131,987 $ 1.60|$ 038 823,570
8 2009 12| $ 10.39 | S 1.36 129,379 $ 1.67 | S 0.22 802,982
2010 5[ $ 893 (S 1.53 21,700 S 1.66|S 028 116,598
2011 15| $ 11.05 | S 1.86 122,182 $ 2.08 | S 0.35 650,471
2012 4| S 19.60 | S 1.26 58,425 S 316 | $ 0.20 362,811
2013 1 C C 508 C C 4,066
2014 3 C C 10,332 C C 105186
2005 71 $ 546 |$ 2.02 86,607| S 1.23|$ 046 383,147
2006 ol s - S - ol s - S - 0
2007 6| S 8.04 (S 1.82 67,184| S 1.87|$S 042 289,134
2008 71 $ 865 (S 1.47 61,260| S 1.90|$ 032 278,173
4C 2009 6|5 1141|S 1.56 67,133 S 223|S$ 031 343,693
2010 4 s 9.90 | $ 0.22 55,116( S 200($ 004 272,450
2011 18]S 1220( S 2.31 116,704 $ 257 |S 049 554,708
2013 3 C C 6,873 C C 64,271
2014 4/s 1333 1.46 10,983| $ 099|$ o011 147,877
2005 4 s 9.09 |$ 131 19,557 $ 233 S 034 76,317
2006 ol s - S - ol s - S - 0
2007 9 s 877 |S 2.18 114,370 $ 231|$ 057 434,031
2008 1 C C 3,526 C C 14,118
D 2009 3 C C 11,584 C C 52,298
2010 4 s 950 | $ 2.85 39,239 S 218 S 065 171,040
2011 10/ $ 1358 S 1.14 163,162 $ 3.24|$S 027 683,856
2012 0 s - s - 0| $ - s - 0
2013 2 C C 3,683 C C 30,370
2014 3 C C 5,148 C C 61,127

Source: NOAA RAM division, IFQ Transfer Report 2015, available online:
https://alaskafisheries.noaa.gov/sites/default/files/reports/halibut-transferfrpt2015.pdf

Note: C denotes confidential information. Quota share prices in dollars per QS unit are not comparable across areas
because the ratio of IFQs to QS differs from area to area and may differ from year to year as TACs change. QS
prices in dollars per pound of associated IFQ are more comparable across areas.

385 Option 1: Defining ‘“Low Catch Limit?’

The action alternative identifies that the IFQ leasing option would only be available to CDQ groups,
years of low halibut catch limits in regulatory Areas 4B and 4CDtus, one key Council decision point
is in setting thathreshold of low catch limits

One thing to notés that,while Area 4E is not open to halibut IFQ fishing, and therefdténalibutiFQ
would not be available to lease under the proposed attiehPHC generates an estimate of exploitable
biomass for Areas 4CDE (including biomdissm closed areag)s one combined numbandtreats
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4CDE as a single unithen recommending the catch limit for a given y&ae 4C, 4D, and 4E subareas
were created to serve the needs of the Counci
limit is set for Area 4CDE by the IPHC, that limit is furtlagportioned to each of the three subareas

using theCSPdeveloped by the Counéil.

0s

In light of this apportionment procestgt IPHC staff recommend3ption L considea 61 ow abundanc

threshold at the combined Area 4Cldvel, due to the quota sharing among some of the 4CDE
regulatory areas and ultimately the combined halibut abundance estimated for Are#4CDE.

The IPHCdoes specifgeparate catch limits for Area 4B and 4CDE. ThusQption 1 of Alternative 2

allows the threshold for Area 4B to be chosen independently of Area 4CDE:

Option 1. Defining O0low catch | imitso
catch limits is independently determined for Areas 4B and@DE. The threshold for

designating a year of low halibut catch limit in each area is less tha(separate suboptions

may be selected for Area 4B and Area 4CDE):

Sub-option 1. 1 million pounds PA for Area 4B)
Suboption 2. 1.3 million pounds
Sub-option 3. 1.5 million pounds PA for Area 4CDE)

To providesome context, these proposed thresholds are compared to the adopted caiohAnest<lB
and Area 4CDEas well as attainmebetween 2008 and 2016 Tiable11. Throughout this time period,

none of thecatch limits have fadin below the 1 MIb threshold. Area 4CDE was below thévilh3
threshold in 2014 and 2015 (1.2B8b). Area 4B was below the 1MIb threshold in 20142015 and

2016(1.14Mlb) and was below the 1.5 MIb threshold in 2013 (1.45 ME)r most CDQ groups, a drop
in the number of small vessels participating in the CDQ halibut fishery occurred in either 2013, 2014 or

both years (refer tdable3).

9 The Council’s Catch Share Plan sets the combined Area CDE limits as: 46.43% to Area 4C, 46.43% to Area 4D,
and 7.14% to Area 4E, when the total catch limit does not exceed 1,657,600 pounds. If the Area CDQ catch limit
exceeds 1,657,600 pounds, then an addition fixed 80,000 pounds is set aside for Area 4E (CDQ), and the
percentages are applied to the remainder.

10 All of the proposed ‘low catch limits’ are below the threshold which changes the Area 4CDE allocations, therefore, it

should not make a mathematical difference whether the Council used the combined Area 4CDE catch limits or the
individual Area 4C and 4D catch limits to create a threshold to trigger the allowance of IFQ leasing; these
apportionments will move together at all of the proposed thresholds.
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Table 11 Adopted catch limits and commercial catch (including IPHC research catch; in pounds, net weight)
for Area 4B and Area 4CDE, 2008 through 2016

4B 4CDE

Year

Catch Limit Commercial Catch Catch Limit Commercial Catch
2008 1,860,000 1,760,000 3,890,000 3,880,000
2009 1,870,000 1,590,000 3,460,000 3,310,000
2010 2,160,000 1,830,000 3,580,000 3,320,000
2011 2,180,000 2,050,000 3,720,000 3,430,000
2012 1,869,000 1,740,000 2,465,000 2,340,000
2013 1,450,000 1,250,000 1,930,000 1,770,000
2014 1,140,000 1,120,000 1,285,000 1,260,000
2015 1,140,000 1,110,000 1,285,000 1,210,000
2016 1,140,000 NA 1,660,000 NA

Source: 2016 CDQ program quota categories, target and non-target CDQ reserves, allocation percentages, and
group quotas: https://alaskafisheries.noaa.gov/sites/default/files/reports/annualmatrix2016.pdf

Table notes: NA = not available data. Additional carryover from the underage/ overage not included. Catch from 2015
are preliminary estimates.

3.8.6 Option 2: Leased Area 4D IFQ May Be Fished in Area 4E

Option 3 of he action alternative would allow for more explicit movement of Area 4D IFQ into Area 4E.
Under this option:

Option 2. Leased Area 4D IFQ may be fished in Area 4EPA)

Evenwithout the adoption of Option, Alternative 2, this action has the potentiathange some of the
historic patterns of harvest; both within a regulatory area and among areas, through the ability to harvest
some halibut QS associated with one regulatory area, across area linesidsfyrewentioned, some of

the QS is able to be harvested in multiple IPHC regulatory .afbasArea 4C CDQ/ IFQ allocation may

be fished in 4C or 4D. The Area 4D CDQ allocation may be fished in 4D oAHEough there is no IFQ
fisheryin Area 4E,and Aea 4D IFQ cannot be fished in Area 4arvest in Area 4E could be indirectly
impacted by this proposal as well.

For example, iNSEDC wanted to expand their halibut fishing opportunities in Area 4E (the Nome

halibut fishery), they may attempt to leafs®a 4D halibut IFQ QSThis norCDQ IFQ would not be
transferable to harvest opportunities in Nome, however NSEDC could use this IFQ to provide
opportunities to their Savoonga fishery, freeing up Area 4D CDQ to be transferred to their Nome fishery.

Historically, due to the harvest flexibility described in Sect®8.2 Area 4E has had up to B/harvest
above its allocated level due to this ability to move figheffort from Area 4D. Area 4Darvests often

lower than its harvest limit, even with the inclusion of 4C allocation caught in Area 4D,.\Wiilesthe

IPHC may not perceive this potential for change in locational fishing intensity from the proposad acti
to be a threat to overall stock conservation as long as the Area 4CDE total catch limit is not exceeded,
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there is a possibility of localized impacts on fishing opportunities if fishing effort pattemestochange
substantially.

If the Council chooseto adopt Alternative 2, Option & would make recommendations for regulatory
changes to the | PHC as well as t ol ddixce BB cAredaar4D ol
be harvested in Area 4E, IPHC and NMFS regulations would need to beaamEnd IPHC regulation

changes, the Commissioners would need to take action on these changes at its annual meeting in January.
IPHC-recommended regulation changes are then forwarded to the governments of the U.S. and Canada

for implementation before theast of the fishing season in that same year. If the Council and NMFS
recommend regulation changes to the | PHC, they wo
proposals in the fall of the year prior to anticipated implementation. Regulatory chapgsatsare due

to IPHC at the end of October each year to be considered for action by the Commissioners for the next
yearo0s fishery.

A preliminary evaluation has determined that the following IPHC regulations may need to bewétbised
the inclusion ofOption 3 1
9 Section 7 Fishing in Regulatory Area 4E and ¥ add IFQ leased by CDQ,
1 Section 11 (Catch Limits) to add IFQ amounts leased by CDQ, and
9 Section 18 Fishing Multiple Regulatory Areqswhich currently has specific prohibitions about
how muchhalibut from multiple areas may be possessed on board a vessel in any specific area at
any time.

3.8.7 Option 3: Cooling Off Period for Lease of QS

As described in Sectid® 8.3 there is a potential for QS market effects given a new opportunity to lease
IFQ. Individuals could seek to acquire halibut QS in Areas 4B, 4C, or 4D without the intention of fishing

it themselves, rather under the intention of leasing the IRRet&€DQ groups, and earning a lease fee

from the transaction. As described in SecBd® 3 while the original IFQ Program goals sought to

maintain existing busaess relationships (goal #5), the program was also focused on discouraging new
business models that may perpetuate an absentee owner fishery (goal #6). Recent Program amendments
have reinforced the Council é6s c¢ o mminingareowrner t owar ds
operated fleetNPFMC/NMFS2016). Therefore, if the Council wishes to discourage the type of market
behavior in which an individual may purchase QS without the intention of ever fishing it themselves, the
Council could include a provisiatnh at est abl-0 fsthepe ai d-efiperibdwodadbe & i n g
period of time after QS is acquired in which that QS could not be leased. More specifically:

Option 3. Any Area 4B, 4C, or 4D catcher vessel QS transferred after December 14, 2815
may not be leased as IFQ to CDQ groups under this action for a period of:

Sub-option 1. 3 years

11 Note that some of these regulations may need to be amendment for Alternative 2 even without the adoption of
Option 3.

12 The Council selected the control date, based on the date they first considered the proposal as a discussion paper
and first considered setting a control date.
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Sub-option 2. 4 years
Sub-option 3. 5 years(PA)

A cooling-off period would discourage a person from buying QS with the intention of leasing the IFQ, as
it is difficult to make a large investment, such as a QS purchase, by relying on potential sources of
revenue (lease rates) several years away. Moreover, it is difficult to predict what the halibut stock
conditions (and ultimately catch limits) will be 3,0t,5 years out; therefore, a buyer would be uncertain

of whether this option would even be available to them. The inclusion of this option would make it more
difficult to consider leasing as a viable opportunity when determining whether or not to buy QS.

The tradeoff to this option, is the potential to constrict the available pool of leasable QS to a point where
CDQ groups leasing, is not a viable option. An analysis of Area 4B, 4C, and 4D QS transfers can also
provide a sense for how constraining Opticen8 its sukpptions may be on a CDQ group in search of
leasable QSTable12throughTable14 demonstrate trends in QS transfers in these areas. These tables
reveal limited market activity overall, particularly in the more recent years. The average total annual
transfers in Area 4B,d, and 4D represent about 8%, 7%, and 6% of the corresponding QS pools,
respectively. In the last 5 years, there has only been 26 transfers of QS in Area 4C and 4D combined.

Furthermore, the percentagesTable12throughTablel14 likely represent an overestimate as they are
calculated as the numbef QS units transferred compared to the total QS pool. In other words, if 1,000
units of QS change hands in a year 3 times, this will be depicted as 3,000 QS units transferred divided by
the total QS pool. This also means there could be more than 1008senaed if the same QS units are
transferred more than once.
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Table 12 Area 4B QS transfers, 2000 through 2016
Number .
Year of Max transfer Median transfer Total transfers
transfers (% of pool) (% of pool) (% of QS pool)
2000 34 1.8% 0.3% 16.2%
2001 26 1.5% 0.4% 13.0%
2002 12 1.8% 0.4% 6.1%
2003 25 2.2% 0.3% 13.9%
2004 12 2.8% 0.5% 10.6%
2005 10 3.5% 0.4% 7.1%
2006 5 2.4% 0.4% 3.8%
2007 12 1.6% 0.3% 4.9%
2008 24 2.4% 0.3% 11.3%
2009 19 2.0% 0.4% 12.4%
2010 9 2.0% 0.3% 4.9%
2011 22 1.6% 0.4% 10.8%
2012 6 2.0% 0.6% 4.9%
2013 7 0.9% 0.2% 2.0%
2014 5 1.2% 0.4% 2.6%
2015 4 0.4% 0.4% 1.7%
2016 12 0.6% 0.2% 2.9%
Source: NMFS RAM QS/ IFQ transfer data sourced through AKFIN
Table 13 Area 4C QS transfers, 2000 through 2016
Year Number of | Max transfer Median transfer Total transfers
transfers (% of pool) (% of pool) (% of QS pool)
2000 8 1.5% 0.4% 4.7%
2001 14 5.1% 0.7% 18.2%
2002 0 0.0% 0.0% 0.0%
2003 5 3.4% 3.2% 11.5%
2004 8 3.4% 0.8% 9.4%
2005 7 3.4% 1.0% 9.5%
2006 0 0.0% 0.0% 0.0%
2007 9 2.4% 1.1% 9.6%
2008 8 3.4% 1.0% 10.4%
2009 7 3.4% 0.8% 9.3%
2010 6 4.2% 0.7% 8.0%
2011 18 4.2% 0.6% 13.8%
2012 0 0.0% 0.0% 0.0%
2013 4 0.7% 0.4% 1.6%
2014 4 1.7% 0.7% 3.7%
2015 5 3.4% 0.7% 7.0%
2016 1 1.2% 1.2% 1.2%
Source: NMFS RAM QS/ IFQ transfer data sourced through AKFIN
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Year Number of Max transfer Median transfer Total transfers

transfers (% of pool) (% of pool) (% of QS pool)
2000 16 2.4% 0.8% 15.2%
2001 14 2.4% 0.7% 14.9%
2002 11 4.0% 0.9% 13.3%
2003 10 2.3% 1.0% 10.3%
2004 3 3.9% 1.6% 6.6%
2005 5 0.6% 0.5% 2.1%
2006 0 0.0% 0.0% 0.0%
2007 10 2.3% 0.8% 9.6%
2008 2 0.3% 0.3% 0.6%
2009 3 0.5% 0.4% 1.1%
2010 7 2.3% 0.6% 6.7%
2011 10 4.9% 0.9% 13.8%
2012 1 1.6% 1.6% 1.6%
2013 2 0.6% 0.3% 0.6%
2014 3 0.6% 0.4% 1.2%
2015 6 3.9% 0.7% 8.1%
2016 0 0.0% 0.0% 0.0%

Source: NMFS RAM QS/ IFQ transfer data sourced through AKFIN

Given that QS transfers patterns are tied to many external factors, such as, importantly, halibut catch
limits, it is very difficult to predict future transfer rates. In lieu of predicting how much Areas 4B, 4C, and
4D QS will be transferred in fute years, (thereby making it temporarily unavailable for leasing to CDQ

FEBRUARY 2017

groups under Option 3), looking back on transfer ratesyiead increments can provide a basis with

whi ch

to co

nsi der

e Talbled Tillustrates fthat, thdd ¢he FAoprovisionslbeéesin P A .
place in 2000, and a CDQ group wished to lease Area 4B QS in 2004, up to 60% of the 4B QS would be

unavailable due to recent transfers. Agaiis itecessary to remember these percentages represent an
overestimate as son@S may have been transferred multiple times. Given the declining trend of QS
transfers illustrated imable12 throughTable14in Areas 4B, 4C, and 40,able15 also demonstrates
that a Byear coolingoff period would have lessf a constraining effect on the leasable QS after 2004.

Table 15 Percent of QS pool transferred in 5-year increments, Area 4B, 4C, and 4D

5-year range 4B 4C 4D

2000-2004 59.8% 43.6% 59.5%
2005-2009 39.4% 38.9% 13.4%
2010-2014 25.2% 27.1% 24.0%

Source: NMFS RAM QS/ IFQ transfer data sourced through AKFIN

While Tablel5pr esent s

s ome

exampl e periods

b-@ptor H(a 0 n

3-year coolingoff period) and Sulmption 2 (a 4year coolingoff period) may also be considered by
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sumning the percentage points under total transfers for 3 or 4ny@aments inMable12 throughTable
145

Option 3 would require NMFS RAM Division to investigate the transaction history of QS holdings before
approving a lease of IFQ. This would most likely be done on alasase basis at ¢htime of

transaction. Although NMFS has indicated it will automate this process as much as possible, the need to
review transfer history, may increase the time to process the leasing transaction and increase
administrative costs.

3.8.8 Option 4: Limit to the Duration of Leasing

Option 4 was included to address the policy concerns associated with allowing feowmenmoperated
fishing option (described in Section 3.8.3.1). Alternative 2 would already restrict duration of use by only
being available in yeaiia which the catch limits fall below the specified levels (established under
Alternative 2, Option 1). The intent behind Option 4 is to further limit the amount of time a halibut QS
holder could depend on leasing as a viable business decision. Optbess st

Option 4 No individual halibut QS holder may lease halibut IFQ to any CDQ group, on a
consecutive basis, for more than:

Suboption 1. 2 years
Suboption 2. 3 years
Suboption 3. 4 years

It is difficult to understand the impacts from Optiobetause there is no basis with which to predict how
many consecutive years the halibut catch limit in Area 4B and in Areas 4C and 4D, would fall below the
thresholds identified under Alternative 2, Option 1. Additionally, it is unclear which QS holdeld beou
motivated to lease their IFQ and how much IFQ a CDQ groups would seek to lease. The answers to these
| atter questions are situational dependent . For
IFQ may depend on how accessible the halibsource is to local fishing grounds. Clearly, if the Council
chooses a lower number of consecutive years, a QS may be more likely to be constrained in their leasing
efforts than if the Council chose a greater number.

There is likely to be administrat costs associated with both flagging years in which, under Alternative
2, these leasing opportunities were available, but also in identifying that halibut QS holders that are
eligible to lease their IFQ during these yedhile this process will be autmated to the extent possible,
NMFS RAM Division has indicated this would likely be done on a-tssease basis at the time of
transfer, which particularly under a limited number of trarssfeay minimize some of the administrative
burden. Option 4 wouldequire RAM Division to identify the number of consecutive years a QS holder
has leased IFQ to a CDQ group before approving a transfer.

13 Note that this provides and approximate percent of the QS pool transferred as the QS pool changed slightly in Area
4C and 4D during this time period.
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3.8.9 Option 5: Limit to the Size of Leasable QS

In an effort to minimize the negative impacts on Aleutian Island communi&sArea 4B fishing

grounds, the Council included Option 5 for analysis in October 2016. Stakeholders described that
communities in the Aleutian Islands benefit from QS holders that fly out to the Aleutian Islands, pay a fee
t o wal k o nb ovasseal pag busireess andl eaw fisld tax to the state and community based on
the weight of their landings, and may also purchase food, fuel and other goods and services in town.
Community representative expressed concern about losing this beneficial ecaaiviticshould these

QS holders chose to lease their IFQ to a CDQ group and ultimately used by residents in a different
community.

The Council included Option 5 as a potential way to allow for some leasing to QS holders with small
holdings of IFQ, whilamaintaining owneon-board requirements for those QS holders with larger
amounts of IFQ. Particularly if a QS holder lives out of state and needs to be on board to harvest their
IFQ, those with small amounts of IFQ are more likely to leave their holdimgarvestedOption 5

states:

Option 5. Limit the ability to lease Area 4B halibut IFQ to CDQ groups under this action to QS
holders that own less than:

Suboption 1. 2,000 pounds
Suboption 2. 5,000 pounds
Suboption 3. 7,500 pounds

The way the Option 5 is written, no distinction of QS Class is made. In other words, if the Council chose
Suboption 1 (2,000 pounds), and an individual held 1,500 pounds of B ClasmbF®,000 pounds of C
ClasslFQ in that year, they would not be pertit to lease.

It is also not clear if the amount IFQ held would be Aspacific or encompassing of all QS holdings.

For instance, if the Council chose Softion 1 (2,000 pounds), and an individual held 1,500 pounds of
Area 4B IFQ and 3,000 pounds ofegar 4C IFQ, that individual would not be permitted to lease given the
current languagél’he Council should make it clear this is the intent.

Table16 provides some caeaxt fornumber of QS holders and characteristics of IFQ holdings in Area 4B

t hat would be eligible to | e-apfoms.Bedause OptiohF  Q based
establishes thresholds in pounds, with no reference year, eligibility to fohal@S to lease will change
depending on the halibut catch limits (i.e. the QS:IFQ ratio for the season). If the catch limits are higher,
less individuals would have QS holdings that amount to 2,000 pounds in a given season. However, the
eligibility is also dependent on Area 4B catch limit dropping betoeertain threshold; one million

pounds is suggested by tTherefotzbablel6, is bades offRFvRaAIFQu nd e r
holdings would be if the catch limit for Area 4B were one million pounds. An Area 4B allocation of one
million pounds results in 200,000 pounds to CDQ groups (20%3@d8000 pounds allocated as IFQ.
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Table 16 Number of QS holders and IFQ characteristics for Area 4B, based on IFQ that would be issues if
Area 4B catch limit dropped to 1 million pounds

Size categories Number of QS Mean amouht of Total amount of Percent of
(in pounds) holders IFQ held (in IFQ (in pounds) total amount
pounds) of IFQ

<2,000 16 889 14,225 1.8%
< 5,000 17 3,305 56,185 7.0%
< 7,500 12 5,829 69,951 8.7%
27,500 36 18,323 659,639 82.5%

Total 81 9,877 800,000 100.0%

Source: NOAA RAM division, QS holder database sourced through AKFIN

Again, it is difficult to say how constraining each threshold would be to CDQ groups, without knowing
how much interest there would be in leasing. Clearly, establisHowgest number of pounds would both
more constraining in terms of the pounds available, but also in the number of QS holders eligible to
engage in leasing.

ldentifying whether a QS holderdés annual Il FQ i s s
would be another element that could increase the administrative burden with the associated transaction.
NMFS RAM Division has indicated that like Option 3 ahdhis element wouldhostly likelyrequire a

manual check at the time of transfer (i.e. leasing of IFQ). With the expectation that this type of leasing

would not occur frequently, the administrative burden would then not be expected to be large.

3.8.10 Other Management and Enforcement Considerations
3.8.10.1 Vessel IFQ Caps

The vessel Il FQ cap (also referred to as fAvessel c
can be consolidated and accounts for the IFQ species harvest on one vessel during\dessasdirQ

caps do not apply t6DQ. However, in the proposed action, vessel IFQ caps would still apply for the IFQ
leased to CDQ groups afidhedby CDQ hired mastergust as it doeander the status gudor the vessel

being used by any other hired ger Under status quo, if a vessel is harvesting both CDQ and IFQ

halibut during a single trip, they are required to ensure these separate harvests are identifiable, and this
requirement would be maintained under the proposed action.

While regulations wuld not change in this situation, the scope of this action may expand this provision to
vessels operators that are not familiar with this practice. While it may be unlikely that a small CDQ
residentowned vessel would be in danger of exceeding the vés3ataps for halibut, these vessel
operators would still be required to ensure IFQ halibut and CDQ halibut are separate harvests and are
identifiable.

3.8.10.2 Overage/ Underage Provision

The overage/ underage prsidn for the IFQ fishery provides flexibility foFQ holders who are near
their IFQ landing limits. This provision allows for an administrative adjustment of IFQ permits as a result
of under and overfishing the prior year up16% Overages of greater tha0% of the IFQ allocation
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remaining at time fdanding are treated as violations and subject the IFQ holder to enforcement action.
Admini strative adjustments Afoll ow the Q&S0 so tha
person who, at the beginning of a year, holds the QS associatetdevifi(} that was undeor

overfished the prior yeatnder Alternative 2, this provisionould be in place, consistent with the status

quo.

3.8.10.3 Certification

For monitoring and enforcement purpogégsmore provisios for CDQ hired mastensatch what is
currently required of halibut IFQ hirethasters, the easier this actiauld be to implement. For example,
this would meara vessel operatdrarvesting halibut CDQ and halibut IFQ leased to a CDQ gnaytd
need to carry

CDQ halibut permit

CDQ hired masers permit
IFQ permit of CDQ group
IFQ hired master permit

= =4 =4 =4

Halibutthat is landedvould be coming off two separate catch limits. Therefore, for purposes of catch
accounting, participants would need to understand which halibut they harvest is assdthatesl w
groupbébs CDQ and what is associated with | FQ.

3.8.10.4 Cost Recovery

The proposed action alternative would be expected to generate some initial administrative costs. For
example, in establishing the regulatiaasprovide for IFQ leasing to CDQ grougsringlow catch limit
years NMFS wouldcreae an IFQ permiheld only by CDQ groupsNMFS would also makehanges to

the database thatonitorstransfersof IFQ from one permit holder to another. There also may be some
small variable costs associateith the annual use of thiEQ leasindlexibility, including verification of
the eligibility (as described under Option 3, 4, and 5 in Sec8@g 3.8.8 and3.8.9, the issuing of the
IFQ hired master permib hired masters desigted by a CDQ groyjpnd any increased enforcement
costs.

Section 304(d)(2)(A) of thMagnusoRrStevens Actobligates NMFS to recover the actual costs of
management, data collection, and enforcement (direct program cost) of the IFQ fiheiefore,

NMFS implemented a cost recovery fee program for thefigt@riesin 2000 (65 FR 14919, March 20,
2000).While cost specific to the CDQ Program are recoverable through a separate cost recovery program
(81 FR 150, January 5, 2016), the proposed regulat@agyges would be made to the IFQ leasing and

hired master use provisions and therefore constitute changes in management of the IFQ Program. CDQ
group participants using this flexibility would be expected to contribute to IFQ cost recovery as a portion
of the ex vessel value of their landed halibut; just as any other user of halibut IFQ.
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3.9 Summation of the Alternatives with Respect to Net Benefit to the
Nation

This section uses qualitative methods to assess the potential net benefit of action on th{eehzivento

the no action basel i hepjopose@ actiofhiternative 2)in this énalysis act i on 6,
would allow CDQ groups to leagegea 4B, 4C, or 4[zommercial halibut IFQ fror@Sholders in times

when the catch limit in Area 4B and/oré& 4CDE reaches below a certain limit. Undlkernative 2

any leased halibut IFQauld available for use by the halibut CDQ fleet onboard vessels less than or

equal to 51 fedtOA (with a halibut CDQ permit and a CDQ hired master permit), subjectth® u p 6 s
internal halibut management.

The analysis indicatdbat if the halibut catch limitkr these areas nevill low enough for this
flexibility to be available {.e., the catch limit does not fall below the threshdé&dermined under
Alternative 2 Option 1), the proposed action will have no effect on any stakeholder grmupsred to
the baselinewith the exception that some minor admiirsiive costs will be incurred by NMFSde
Section3.8.10.4. These costs would be expected to be recovered roigecovery fee program for the
IFQ fisheries.

If the halibut catch limit does fall below the established threshold, there is no guarantee that any CDQ
group will choose to pursue IFQ leasing opportunities. Groups may take advantage etotiuenic
fishing opportunitiesuch ashaving residents harvest A class IRQcreasing their harvest of CDQ
Pacific cod to augmemevenue from halibuteasinghalibut CDQfrom other CDQ groupsaiding their
residents operator as hired masters, and/ or purchasing their aviinc@Q8dalsobe the case, that
although the catch limit is low, the halibut resource and/ or ocean and weather conditimts are
conducive & promoting additiondhalibutharvesting opportunitiéa nearshore aredkat are accessible
to the CDQ fleetFurthermoreCDQ groupmay choose to use théimds to promote other types of
economic opportunities for their resideritsany of these casthe proposed action will also have no
effect on any stakeholder groups, with the exception that some minor silatiné costs will be incurred
by NMFS.

If a CDQ groupdoeschoose to lease IFQ in order to promote additional halibut harvesgipgrtunities
for their residents at times of low halibut catch limits, there is expected to be distributional impacts.
Assuming that the groups are acting in the best economic andesmriomic interestof the residents in
their communities, this addithal opportunitycould keephalibut fisheries opeto the CDQ flegtand

could keegcommunity members employéa harvesting and secondary service operations and in a
culturally important professionn addition, his action may provide an opportunity fbalibut QS holders
with QS in Area 4B, 4C, or 4D a chance to lease this IFQ to CDQ gesupreceive a lease rateyears
when the harvest limits drop below a certain threshidiis may be their only opportunity to lease and it
may create the benefit bklping to retain local QS holdings.

These benefits are in contrast to possible distributional casde®S holdingcrew and vesd owners,
depending on how leas#elQ impacts current operationBhere would be possible distributional impacts

to procesorsand communitiesto the extent that these processors are not the primary plant for both IFQ
and CDQ halibut in the regioifihe lack of movement in the QS market could create additional barriers to

Area 4 Halibut IFQ Leasing by CDQ Groups - Initial Review Draft, February 2017 58



C3 Halibut IFQ Leasing by CDQ Groups
FEBRUARY 2017

entry for new QS holder; however, QS from these draagypically been the least expensive compared
to other areas off of Alask@ptions 3, 4, and 5 considered under Alternative 2 may mitigate some of the
negative distributional impacts felt.

Overall, there would be no expected changes to the amounimftiervestd conservation of the
species, product produced, price of the prodwobther impacts to the consumeand therefore the
proposed action wouléitherhaveno effecton net benefits to the Nation, ibnegative distributional

costs provedo be minor, and community and so&iconomic benefits occurred, action could potentially
producesmall net benefit to the Nation.
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4 I NI TI AL REGULATORY FLEXI BLITY AN/

4.1 Introduction

This Initial Regulatory Flexibility Analysis (IRFA) addresses the staurequirements of the Regulatory
Flexibility Act (RFA) of 1980, as amended by the Small Business Regulatory Enforcement Fairness Act
of 1996 (5 U.S.C. 668612). This IRFAevaluates the potential adverse economic impacts on small
entities directly regutad by the proposed action.

The RFA, first enacted in 1980, was designed to place the burden on the government to review all
regulations to ensure that, while accomplishing their intended purposes, they do not unduly inhibit the
ability of small entitieso competeThe RFA recognizes that the size of a business, unit of government,

or nonprofit organization frequently has a bearing on its ability to comply vii#darakegulation.

Major goals of the RFA are 1) to increase agency awareness and urdiegstdinhe impact of their
regulations on small business, 2) to require that agencies communicate and explain their findings to the
public, and 3) to encourage agencies to use flexibility and to provide regulatory relief to small entities.

The RFA emphsizes predicting significant adverse economic impacts on small entities as a group distinct

from other entities, and on the consideration of alternatives that may minimize adverse economic impacts,
while still achieving the stated objective of the actMthen an agency publishes a proposed rule, it must
either O6certifyd that the action wil!/l not have a
of smal | entities, and support that c emisbasdd;i cati on
or it must prepare and make available for public review an IRFA. When an agency publishes a final rule,

it must prepare a Final Regulatory Flexibility Analysisless, based on public comment, it chooses to

certify the action

In determining he scope, or oO6univer seo, of the entities t
includes only those entities that are directly regulated by the proposed Hdtiereffects of the rule fall

primarily on a distinct segment, or portion thereofthaf industry (e.g., user group, gear type, geographic

area), that segment would be considered the universe for the purpose of this analysis.

4.2 IRFA Requirements

Until the North Pacific Fishery Management Coun@blncil) makes a final decision on a prefd

alternative, a definitive assessment of the proposed management alternatives cannot be conducted. In
order to allow the agency to make a certification decision, or to satisfy the requirements of an IRFA of the
preferred alternative, this section addies the requirements for an IRFA. Under 5 U.S&&tion603(b)

of the RFA, each IRFA is required to contain:

A A description of the reasons why action by the agency is being considered;
A A succinct statement of the objectives of, and the legal basitiéoproposed rule;

A A description of and, where feasible, an estimate of the number of small entities to which the
proposed rule will apply (including a profile of the industry divided into industry segments, if
appropriate);
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A A description of the projecte@porting, record keeping, and other compliance requirements of
the proposed rule, including an estimate of the classes of small entities that will be subject to the
requirement and the type of professional skills necessary for preparation of the repootayr

A An identification, to the extent practicable, of all relevigetierarules that may duplicate,
overlap, or conflict with the proposed rule;

A A description of any significant alternatives to the proposed rule that accomplish the stated
objectives othe proposed action, consistent with applicable statutes, and that would minimize
any significant economiienpact of the proposed rule on small entiti€snsistent with the stated
objectives of applicable statutes, the analysis shall discuss signé#ltemiatives, such as:

1. The establishment of differing compliance or reporting requirements or timetables that
take into account the resources available to small entities;

2. The clarification, consolidation, or simplification @mpliance and reporting
requrements under the rule for such small entities;

3. The use of performance rather than design standards;

4. An exemption from coverage of the rule, or any part thereof, for such small entities.

In preparing an IRFA, an agency may provide either a quantifiaiviaroerical description of the effects

of a proposed action (and alternatives to the proposed action), or more general descriptive statements, if
guantification is not practicable or reliable.

4.3 Definition of a Small Entity

The RFA recognizes and defintbsee kinds of small entities: 1) small businesses, 2) smalpradit
organizations, and 3) small government jurisdictions.

Small businesseSecti on 601(3) of the RFA defines a O0small

6smal | busi nihsssefired undesectiond of thewSimall Business Act (SBA).S ma | |
businessd or O6small business concerndé includes an
dominant in its field of operatom. he SBA has furt hers defnicreac 6a afss malel
norganized for profit, with a place of business |
within the United States or which makes a significant contribution to the U.S. economy through payment

of taxes or use of Americgmr oduct s, materials or | aboréA smal/l b

form of an individual proprietorship, partnership, limited liability company, corporation, joint venture,
association, trust or cooperative, except that where the firm is a jointredhere can be no more than
49%partici pation by foreign business entities in t

Section 601(3) of the RFA providesh at an agency, after consultation
and after an opportunity for public comment, maydstabs h one or more definition
which are appropriate to the activities of the agehtyaccordance with this provision, NMFS has

established a small business size standard for all businesses in the commercial fishing industry, for the
purpose of compliance with the Regulatory Flexibility Act oybusiness is considered to be a small

business if it is independently owned and operated and not dominant in its field of operation

(including its affiliates) and if it has combined annual goss receipts not in excess of $11.0 million
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for all its affiliated operations worldwide. The $110 million standard applies to all businesses
classified under thBlorth American Industry Classification SystéNAICS) code 11411 for commercial
fishing, incuding all businesses classified as commercial finfish fishing (NAICS 114111), commercial
shellfish fishing (NAICS 114112), and other commercial marine fishing (NAICS 114119) businesses.

For fish processing businesses, dlgency reks on theSBA sizecriteria A seafoodorocessofNAICS
311710)is a small business if it is independently owned and operated, not dominant in its field of
operation, and employ&0 or fewer persons on a fuiline, parttime, temporary, or other basis, at all its
affiliated operations worldwideA business thabothharvests and procesdesh (i.e., a

catchernprocessor) is a small business if it meets the criteria for the applicable fish harvesting operation
(i.e, the $11.0 million standard described ahoyewholesale bsiness servicing the fishing industry is a
small business if it employs 100 or fewer persons on difod, parttime, temporary, or other basis, at

all its affiliated operations worldwide.

The SBA has establi shed 0 pwhethecdbpdinesscomémiaf fi |l i ati o
fii ndependent | y dnwanerdl, basimats congezns are affiliateof each other when one
concern controls or has the power to control the other, or a third party controls or has the power to control
both.The BA considers factors such as ownership, management, previous relationships with or ties to
another concern, and contractual relationships, in determining whether affiliation lexiisisluals or

firms that have identical or substantially identical buséng economic interests, such as family

members, persons with common investments, or firms that are economically dependent through

contractual or other relationships, are treated as one party with such interests aggregated when measuring
the size of theancern in questiorThe SBA counts the receipts or employees of the concern whose size

is at issue and those of all its domestic and foreign affiliates, regardless of whether the affiliates are
organized for profit, Howewregusmesstonterns gwnedare contmlled er n 6
by Indian Tribes, Alaska Regional or Village Corporations organized pursuant to the Alaska Native

Claims Settlement Act (43 U.S.C. 1601), Native Hawaiian Organizations, or Community Development
Corporations auth@red by 42 U.S.C. 9805 are not considered affiliates of such entities, or with other

concerns owned by these entities solely because of their common ownership.

Affiliation may be based on stock ownership when 1) a person is an affiliate of a concerpdfghn

owns or controls, or has the power to contrée&iy more of its voting stock, or a block of stock which
affords control because it is large compared to other outstanding blocks giost®rif two or more

persons each owns, controls or haspiwer to control less than %of the voting stock of a concern,

with minority holdings that are equal or approximately equal in size, but the aggregate of these minority
holdings is large as compared with any other stock holding, each such persouriedrasbe an

affiliate of the concern.

Affiliation may be based on common management or joint venture arrangeAil@hétion arises where

one or more officers, directors, or general partners, controls the board of directors and/or the management
of another concerrParties to a joint venture also may be affiliaesontractor and subcontractor are

treated as joint venturers if the ostensible subcontractor will perform primary and vital requirements of a
contract or if the prime contractor is unugyagliant upon the ostensible subcontrackdt requirements
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of the contract are considered in reviewing such relationship, including contract management, technical
responsibilities, and the percentage of subcontracted work.

Small organizationsThe RFAd ef i nes fsmal | o Ffay-profif entergrisethatssd as any
independently owned and operated, and is not dominant in its field.

Small governmental jurisdiction.h e RFA defines fAsmall government al
cities, couties, towns, townships, villages, school districts, or special districts with populations of fewer
than 50,000.

4.4 Reason for Considering the Proposed Action

The purpose of this action alternatiweuld be to alleviate the adverse impacts of decreasing available
halibut resource on Western Alaskan communitidsile taking into account the objectives of the halibut
IFQ programThe Council adoptethe following purpose and need staterniaribecembe 2015

The Community Development Quota (CDQ) Program was established to provide an opportunity to
eligible western Alaska communities to invest padicipate in BSAI fisheriegsmong the species

CDQ groups are allocated, Pacific halibut is of primamyportance to many resident smhadat
fishermen for providing employment and income amynof the member communiti&$ost small

vessels fishing halibut CDQ generally do not fish halibut IFQ, and recent years of low abundance
have created hardships for pigipating CDQ halbut fishermenln times of low halibut catch

limits, additional opportunity for CDQ groups to lease and use halibut IFQ for fishing in Areas 4B
and 4CDE may benefit resident CDQ fishermen without undermining the gfcthle halibut IFQ
Program.

4.5 Objectives of Proposed Action and its Legal Basis

The CDQ program, as specified by the MagnuStvens Fishery Conservation and Management Act
(MagnusonrStevens Act), is intended to proviteprovide western Alaska communities tpgportunity

to participate and invest in BSAI fisheries, to support economic development in widskeka, to

alleviate poverty and provide economic and social benefits for residents of western Alaska, and to achieve
sustainable and diversified local ecomes in western Alaska (8305(i)). Recent years of low abundance

have created hardships for participating CDQ halibut fishermen. The objective of the proposed action is to
provide additional fishing opportunity for resident CDQ halibut fishermen in yééos/dalibut catch

limits, without undermining the goals of the halibut IFQ Program.

The Halibut Act grants the Council the authority to oversee allocations of the halibut fishery in Alaskan
and Federal watergshus the proposed action would not requihanges to any Fisheries Management

Plan; however, it would represent an amendment to a number of Federal regulations related to the IFQ
program leasing provisions and the CDQ program. The proposed action would also constitute a proposal
for correspondig changes in International Pacific Halibut Commission regulations.
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4.6 Number and Description of Directly Regulated Small Entities

The thresholds that define a small entity are describ&eédtion4.3. The operative phrase in the action
alternative under consideration is: [To] all@DQ goups to lease halibut IFQ in Areas 4B, 4C, and 4D

in years of low halibut catch limits iregulatory Aeas 4B and 4CDHn light of that, the universe of

entities that might be directly regulated by this action is limited to the CDQ groups and the harvesters that
have traditionally harvestdthlibut CDQ and may have an opportunity to harvest leased hidiQuts

well.14

Regardlese f t heir revenues, amofittothat gre iadependehdtyeownedti A s mal |
not dominant in their field, for purposes of the Regulatory Flexibly Act, CDQ groups are considered to be
small entities (Querirolo 20)3

In addition to these si€DQ entities,the harvesters that have recently participated in the commercial
halibut CDQ fishery are also considered to be directly regulated under the proposed action alternative.
Under the action alternative, these entities may also have the opportunity to gariictpa halibut IFQ
fishery. To the extent that they do not already participate in this fishery, these individuals will be subject
to new rules and regulations associated with halibut IFQ fishing. Given data limitation, vessels are
considered a proxy fdrarvesters. AKFIN has provided the analysts with the most recent complete set of
gross revenue data by vessel. This includes 244 vessels harvesting halibut CDQ in 2013, 94 vessels in
2014, and 65 vessels in 2015.

As defined in Sectiod.3 an $11.0 million standard now applies to all businesses classified under the
NAICS code 11411 (i.e., commercial fishing), regardless of the type of fishing opegsiiinnd.3also
explains that if a vessel has a known affiliation with other vesgsbl®ugh a business ownership or

through a cooperativieare measured against theadhentity threshold based on the total gross revenues

of all affiliated vesselBased on average annual gross revenue data, including affiliations, all vessels that
landed halibut between 2013 and 2015 are considered small entities, expect for onehielssel

participated in 2013ncluding the six CDQ groups the total number of small entities directly regulated in
the proposed action alternative results in: 249 small entities in 2013, 100 small entities in 2014, and 71
small entities in 2015.

4.7 Recordkeeping, Reporting, and Other Compliance Requirements

This section cannot be fully completed until the Council selects a preferred alterhiativever thus far,
no unique professional skillsave been identified to be requirked the CDQ groups or vessgb@rators
to comply with any of the reporting and recordkeeping requirements associated with the proposed action.

14 The NMFS Regional Economist for Alaska provides guidance on the preparation of the IRFA. That guidance states
that for a small entity to be “directly regulated” by the action, the action must require some affirmative action on the
part of the specific entity. This is a higher threshold than simply stating that an entity is potentially impacted by the
action. The action alternative under consideration merely “allows” CDQ groups and their resident fleets to participant
in leasing of B, C and D class IFQ; it does not require it. Secondary impacts of IFQ leasing cannot strictly be
described as the result of direct regulation. It is questionable whether any entities or harvesters are directly regulated
by the considered action, since no affirmative action on their part is required.
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The requirements that apply to the CDQ groups reqg
including contractuahrrangements witliessel operators and processing plants, and quota balances, and

the authority to submit information to NMFS on behalf of the CDQ group. These responsibilities
generally are fulfilled by a member of ngdimarCDQ gr
reporting and recordkeeping functions for other aspects of the CDQ Program. The vessel operator must

have the ability to receive information from the CB@up and the organizational skills necessary

maintain the docume(#) in good, readableondition in a place on the vessel where it can be retrjéved

requested by U.S. Coast Guard or NMFS enforcement officers.

4.8 Federal Rules that may Duplicate, Overlap, or Conflict with Proposed
Action

This section cannot be fully completed until the Council selects a preferred alterAativis. stage, o
existingfederal ruledrave been identified thatould duplicate, overlap, or conflict with the proposed
action alternatie.

4.9 Description of Significant Alternatives to the Proposed Action that
Minimize Adverse Economic Impacts on Small Entities

The purpose of an IRFAnalysids to identify if theproposed action will result in a disproportionated/

or sigrificant adverse economic impamt the directly regulatedmall entitiesand to consider

alternatives that would lessen this adverse economic imtpéuotse small entities. Sectigh6

highlighted that the number of small, directly regulated entities according to SBA definitions includes
CDQ groups and halibut CDQ harvestétewever, importantly, these entities woalldlbe voluntarily
participating inthe IFQ program regulatory systemaiddition to their current operations, and therefore
they would be expected to experience positive economic (andesmmimmic) impacts from Alternative

2.

Alternative 1(theno action alternatiyewould not be expectelibssen the adverse economic impact on

directly regulated small entitieas the impacts from Alternative 2 are expected to be positive towards

these entitiedn addition, Alternative 1 wouldnohe et t he Co u nmavitiigdor obj ect i ve
additional havesting flexibility for CDQ group community residents at times of low halibut catch limits,

nor would it addresslagnusorStevens AciNational Standar@'® and the objectives of the CDQ

program cited irg305()(1)(A.

A discussion of the economic impactsmall entities from the options that are presented under
Alternative 2 will be expanded on once the Council had identified a preferred alternative. Until then, this
section cannot be fully completed.

15 Conservation and management measures shall, consistent with the conservation requirements of this Act
(including the prevention of overfishing and rebuilding of overfished stocks), take into account the importance of
fishery resources to fishing communities by utilizing economic and social data that meet the requirements of
paragraph (2), in order to (A) provide for the sustained participation of such communities, and (B) to the extent
practicable, minimize adverse economic impacts on such communities. (Magnuson-Stevens Act §301(a)(8))
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5 PACI FI' C HALI BUT ACT CONSI DERATI ON

5.1 Northern Pacific Halibut Act

The fisheries for Pacific halibut are governed under the authority of the Northern Pacific Halibut Act of
1982 (Halibut Act, 16 U.S.C. 77873k). For the United States, the Halibut Act gives effect to the
Convention between the United States @adada for the Preservation of the Halibut Fishery of the
North Pacific Ocean and Bering Sea. The Halibut Act also provides authority to the Regional Fishery
Management Councils, as described in 8§ 773c:

(c) Regional Fishery Management Council involvemen

The Regional Fishery Management Council having authority for the geographic area concerned may
develop regulations governing the United States portion of Convention waters, including limited access
regulations, applicable to nationals or vessels otihieed States, or both, which are in addition to, and

not in conflict with regulations adopted by the International Pacific Halibut Commission. Such
regulations shall only be implemented with the approval of the Secretary, shall not discriminate between
residents of different States, and shall be consistent with the limited entry criteria set forth in section
1853(b)(6) of this title. If it becomes necessary to allocate or assign halibut fishing privileges among
various United States fishermen, such allimrashall be fair and equitable to all such fishermen, based
upon the rights and obligations in existing Federal law, reasonably calculated to promote conservation,
and carried out in such manner that no particular individual, corporation, or otheraeqtitses an

excessive share of the halibut fishing privileges.

It is necessary for the Council to consider the directions in the Halibut Act about the regulations that may
result from this action. Much of the direction listed in § 773c(c) is duplicative with the MagBtsoens

Act 6s National Sat raguldtians bt disgriminate fpatwieen iresidentd ohdifferent

States, and directing that if halibut fishing privileges are allocated or assigned among fishermen, such
allocation shall be fair and equitable.

The Halibut Act also directs regulations todmnsistent with the limited entry criteria set forth in the
MagnusorStevens Act. These are criteria that the Council and the Secretary must take into account when
establishing a limited access system for a Magm&ewmens Act fishery. The criteria arstéd below.

(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;
(F) the fair and equitable distribution of access privileges in the fishery; and

(G) any other relevant consider actions.

Once the Council has identifiedpreferred alternativethis section will include an assessment of that
alternative in relation to these criteria
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