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Under the Naticnal Environmental Policy Act, an environmental
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TITLE: Environmental Assessment of a Regulatory Amendment
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LOCATION: Bering Sea and Aleutian Islands

SUMMARY : This action would increase Pacific halibut quota

share {QS) use limits for (S holders in the
Individual Fishing Quota (IFQ) program in Regulatory
Area 4 in the Bering Sea and Aleutian Islands. By
increasing the personal use limit from one-half
percent to one and one-half percent, current QS
holders would ke allowed to increase their QS and
provide an incentive to harvest halibut in remote
areas of the western Bering Sea. The intended
effect is to improve profits for IFQ halibut
fishermen operating in Area 4.
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EXECUTIVE SUMMARY

At its January 1996 meeting, the Norh Pacific Fishery Management Council (Council) initiated an
analysis to increase halibut use limits for QS holders in the Bering Sea/Aleutian Isiands (Area 4). Current
regulations stipulate that halibut Area 4 use limits-may not exceed ‘4 percent of the total amaount of
halibut QS for IFQ regulatory areas 4A, 4B, 4C, 4D, and 4E, combined. QS holders are allowed (o
harvest the QS received during mmal issuance, however, second generation QS holders may not exceed
the ‘4 percent limit.

The use limit was created to address concerns that an unrestricted market for QS could result in a few
powerful interests controiling most of the landings and result in excessive decreases in the number of
vessels and fishermen participating in the fixed gear halibut fishery, The Y percent limit limits
consolidation to a theoretical minimum of 200 participants, The block limit and vessel category
restrictions nake the maximum consolidation unlikely.

The status que QS use limie of 165,015 units converted to 1595 IFQ pounds for each Area 4 subarea is
listed at right for each of the alternatives. Industry has reported that the 4 percent limit is insufficient
to justify the expense of rraveling 10 remote areas in the Bering Sea and western Aleutian Islands to
harvest halibut and does not adequately allow initial issuees to harvest in a2 manner consistent with their
historic participation in the fishery.

The 1996 QS pool totals 33,002,937 QS units for Area 4. The % percent limit for all of Area 4 limits
QS holders o 165,015 units. The limit amounted to 26,500 1b based on combined Area 4 1994 TACs
and 23,610 Ib based on 1995 and 1996 TACs. Most S, however, is distributed amang multiple areas,
further exacerbating the effects of low use limits on the distances needed to travel 1 remote fishing
grounds.

MANAGEMENT ACTION ALTERNATIVES

Alzernative 1. Status quo. Halibut QS use will be limited to ‘4 percent of the total amount of halibut
QS for IFQ regulatory areas 4A, 4B, 4C, 4D, and 4E, combined.

Alternative 2. Increase Halibut QS use of the total amount of halibut QS for [FQ regulatory areas
4A, 4B, 4C, 4D, and 4E, combined to;

Option A. 1.0 percent;
(Preferred)  Option B. 1.5 percent;

Option C. 2.0 percent.

The Council’s preferred Alernative 2, Option B wouid allow 45 (S holders (9% of the wotal) to increase
their QS to the preferred limit of 1% percent, or
493,044 units. Nine persons would remain above

Pounds the limit,.  This alternative would allow the
(et wi) ' S transfer of an additional 7,816,853 QS units 10 45
Area %% IFO L currently [imited QS holders w0 reach this
1% IFQ {45 FO preferred {imit. If approved by the Secretary of
2% IFQ o , Commerce, implementing regulations would set
4A 21,573 43,146 the limit at 495,044 QS units.

32360 - 86292




1.0 INTRODUCTION

The groundfish fishertes in the Exclusive Economic Zone (EEZ) {3 to 200 miles offshore)} in the Bering
Sea and Aleutian Islands (BSAIL) are managed under the Fishery Management Plan (FMP) for the
Groundfish Fisheries of the Bering Sea and Aleutian’lslands Area. The FMP was prepared by the North
Pacific Fishery Management Council (Council) under the Magnuson-Stevens Fishery Canservation and

Management Act {(Magnuson-Stevens Act). It was approved by the Secretary of Commerce and became
effective in 1982.

Actions taken o amend FMPs or implement other tegulations governing the groundfish fisheries must
meet the requirements of Federal laws and regulations. in addition to the Magnuson-Stevens Act, the
mast important of these are the National Environmental Policy Act (NEPA), the Endangered Species Act
(ESA), the Marine Mammal Protection Act (MMPAY), Executive Order (E.O.) 12866, and the Regulatory
Flexibility Act (RFA). ‘

NEPA, E.Q. 12866, and the RFA requir'e a description of the purpose of and need for the proposed
action as well as a description of alternative actions which may address the problem. This informaticn
and impacts on endangered species and marine mammais are included in Section 2. Section 3 conuains
the Regulatory Impact Review (RIR), which addresses the requiremenis of both E.O. 12866 and the RFA
that economic impacts of the alternatives for the proposed actions be considered. Section 4 contains the
Initial Regulatory Flexihility Analysis (IRFA) required by the RFA which specifically addresses the
impacts of the proposed action on smail businesses. Section 5 coneains the summary and conctusions of
the analysis and Section 8 lists the preparer of the analysis. '

This Environmemtal Assessment/Reguiatory Impact Review addresses an industry proposal to increase
halibut use limits in the Bering Sea/ Aleutian Islands (Halibut Regulatory Area 4).
1.1 PURPOSE AND NEED FOR ACTION

At its JTanuary 1996 meeting, the

Councii initiated an analysis 1o increase

halibut use {imits for QS holders in the
Bering Sea‘Aleutian [slands (Area 4)
regulatory areas (Figure [). Current
regulations stipufate that Area 4 use
limits may not exceed ‘4 percent of the
total amount of halibut QS for [FQ
regulatory areas 4A, 4B, 4C, 4D, and
4E, combined. QS holders are allowed
to harvest the QS received during initial
issuance, however, second generation
QS hoiders may not exceed the
percent limit.
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be-subject to the limitations. The ‘4 percent restriction in Area 4 will prevent the consolidation of halibut
QS owners from falling below a theoretical minimum of 200 QS holders (¥ percent X 100% =200).
Additional block and vesse! categories restrictions wouid not allow gonsolidation to reach the theoretical
minimum.

The status quo QS use limit of 165,015 units converted to 1996 IFQ pounds for each Area 4 subarea is
listed for each of the alternatives (Table 1). Industry has reported that the & percent limit ts insufficient
to justify the expense of traveling to remote areas in the Bering Sea and western Aleutian Islands to
harvest halibut and does not adequately allow initiai issuees to harvest in a manner consistent with their
historic participation in the fishery.

The 1996 QS pool totals 33,002,937 QS units for Area 4. The ‘%4 percent limit for all of Area 4 limits
(S holders to 165,015 units. The limit amounted to 26,500 Ib based on combined Area 4 1994 TACs
and 23,610 ib based on 1995 and 1996 TACs. Most QS, however, is distributed among multiple areas,
further exacerbating the effects of low use limits on the distances needed to travel to remote fishing
grounds and other IFQQ programn requirements (e.g., check-in/check-out requirements).

A vessel [imit of Y2 percent for the combined total catch limits for ali halibut regulatory areas (2C-4E)
1s unaffected by the preferred alternative.

1.2 MANAGEMENT ACTION ALTERNATIVES

Alternative 1.

QS for

Starus quo. Halibut QS use will be limited to %4 percent of the total amount of halibut
[FQ regulatory areas 4A, 4B, 4C, 4D, and 4E, combined.

Alternative 2. Increase Halibut QS use, of the total amount of halibut QS for 1FQ regulatory areas

44, 4B, 4C, 4D, and 4E combined, to:
Option A. 1.0 percent;
(Preferred) Option B. 1.5 percent;

Option C. 2.0 percent.
1.3 MANAGEMENT BACKGRCUND

The Northern Pacific Halibut Act of 1952 (NFHA), P.L. 97-176, 16 U.5.C. 773 ¢ {¢) authorizes the

regional fishery management councils having authority for the geographic area concerned to develop

regulations governing the Pacific halibut catch in U.S. waters, which are in addition to but not in conflict

with reguiations of the International Pacific Halibut Commission. The halibut IFQ program is

implemented by federal regulations under 50 CFR part 676, Limited Access Management of Fisheries

off Alaska under authority of the Magnuson-Stevens Fishery Conservation and Management Act of 1975,
P. L. 94-265, 16 U.5.C. 1301,

The halibut and sablefish IFQ program was

Table 1. IFQs associated with proposed caps. implemented under Amendments 15/20 to the

Area %% IFQ groundfish FMPS of Alaska (NPFMC 1992), A
-, 1B IFQ 1A% IFQ history of the Council’s actions with respect t0
2% 1FQ Alaska’s halibut and sablefish [FQ fisheries is
4A 21,573 43,146 summarized in Amendments 31/35 (Modified
+32,360 86,292 Biock Amendment; (NPFMC 1994h). Recemnt

4B 32,813

-

amendments to the IFQ program have allowed a



black exemption and one-time transfer of CDQ compensation QS (Amendment 32/36) (NPFMC 1995),
prohibited the use of halibut carcher vessel QS on freezer/longline vessels and allowed the freezing of
non-IFQ species along with sablefish catcher vessel QS on freezer/longline vessels {Amendment 33/37)
(NPFMC 1996a), would extend the Aleutian Islands sablefish season year-round (proposed regulatory
amendment) (NPFMC 1996b), ailow the use of larger catcher vessel QS on smaller vessels {proposed
Amendment 42/42) (NPFMC 1996c), and increase the halibut and sablefish sweep-up levels (proposed
Amendment 43/43) (NPFMC 1996d}.

This section contains the draft Environmental Assessment/Regulatory Impact Review/Initial Regulatory
Flexibility Analysis (EA/RIR/IRFA} for a regulatory amendment to increase the halibut Area 4 use limits
to 1 % percent. The current QS use limit was aimed at preventing consolidation of the halibut fishery
into too few hands. After lengthy public testimony and Council debate in designing the original halibut
IFQ program, the Council considered and rejected limits of 1, 2, and 3 percent of the total combined for
all areas. In September 1991, the Councif recommended the status quo limit of % percent. The current
halibut QS use restrictions require that unless the amount in excess of the foliowing limits was received
in the initial allocation of halibut QS, no person, individually or coliectively, may use more than:

(1) 1 percent of the total amount of halibut QS for IFQ regulatory area 2C;

(2) ‘% percent of the total amount of halibut QS for IFQ reguiatory areas 2C, 3A, and 3B, combined;
and

(3) ‘4 percent of the total armount of halibut QS for IFQ regulatory areas 4A, 4B, 4C, 4D, and 4E,
combined. )

The use limit was created to address concemns that an unrestricted market for QS could result in a few
powerful interests controlling most of the landings and result in excessive decreases in the number of
vessels and fishermen participating in the fixed gear halibut fishery. The ‘4 percent limits consolidation
to a theoretical minimum of 200 participants. The block limit and vessel calegory restrictions make the
maximum consolidation unlikely.

In April 1994, industry representatives presented a proposal to relax the Bering Sea halibut use limit to
3 percent (Appendix A), The Council requested NMFS staff to prepare a discussion paper of the issues
for the June 1994 Council meeting. Upon review of the discussion paper and a recommendation from the
IFQ Industry Impiementation Team (Team) tc relax the limit, the Council initiated a regulatary
amendment to analyze use limits at 1 percent and 2 percent of Bering Sea quotas for second generation
ownership of IFQs in the BSAI, but it was not assigned a high priority due 1o other staff workload.

At its April and November 1995 meetings, the Team reiterated its recommendation to analyze the
proposed Bering Sea use limnits; the report was presented to the Council in January 1996. At that
meeting, the Council requested that staff prepare an analysis for the April 1996 meeting as part of the
1996 IFQ amendment cycle.

The use restrictions are intended to complement restrictions on vessel QS limits and the transfer of QS
and IFQs between vasse| categories. 1t would prevent the possibility of the halibut IFQ fishery being
conducted from a small number of large vessels and is in response to public concern about excessive
consglidation of the fishing fleet under the IFQ program and iis socio-economic consequences. Vessel
limits and categories that also restrict the use of halibut QS follow. Use limits by area are presented in
Figure 2. :



(1) No vessel may be used, during any fishing year, to harvest
more than one-half percent (0.005) of the combined total
catch limits of halibut for [FQ repulatory areas 2C. 34, 3B,
44, 4B, 4C, 4D, and 4E, except that, in IFQ regulatory area
2C, no vessel may be used to harvest more than | percent
{0.01) of the halibut catch limit for this area; and

(2) No vessel may be used, during any fishing year, to
harvest more than [ percent (0.01) of the combined fixed
gear TAC of sablefish for the Gulf of Alaska and Bering
Sea and Aleutian [slands IFQ regulatory areas, except that,
in the IFQ regulatory area ease of 140° west fongitude,

no vessel may be used to harvest more that 1 percent {0.01)

of the fixed gear TAC of sablefish for this area.

Area Cap
xC 1%
Halibut

2C, 1A 38 2%
4A.B,C,D,E 12%

Guif of Alasks
. ancd 1%

Sabiefish | B! Reglon
Easl of 140°W 1%

Figure 2. [FQ use limits by area.

(3) A person who receives an approved IFQ allocation of halibut or sablefish in excess of these

limitations may nevertheless catch and retain all of that IFQ with a single vessel. However, two
or more persons may not catch and retain their [IFQs with one vessel in excess of these limitations.

These restrictions are intended to assure that those directly involved in the fishery benefit from the [FQ

program and thar the fisheries continue to be dominated by owner/operaiors.
restraints on QS use increases the opportunity for an individual to control or influence the prosecution
of a segment of the fishery. Vessel limits differ from the use limit in that the former applies to the GOA

However, increased

and BSAI combined rather than separate GOA and BSAI personal use limits. Additionally, multiple QS
hoiders may fish aboard a single vessel, so long as the vessel remains under the vesse} limiz.

Vessel category restrictions further complicate the issue of QS
consolidation (Figure 3). Constraints on marketing of QS have
been lessened somewhat due to the proposed “Buydown”
allowance under Amendment 42/42 which would allow the use
of larger catcher vessel Q5 on smaller vessels (NPFMC 1996¢).
Since QS cannot be traded from smaller vessel categories to
larger vessel categories, separate markets have developed for QS
for each vessel class in each area.

Some QS are treated as “restricted” by the NMFS Restricted
Access Management (RAM) Division, which administers the IFQ
program. [F()s are not assigned to these QS. These restricted
QS are, however, included in the calculation of use and vessel
limits. Restricted QS include those that were assigned to QS
holders in Areas 4B-E, bur were not assigned corresponding [FQ
due to the Community Deveiopment Quota (CDQ) Program
under Amendment 3/34{NPFMC 1954a). QS holders in Areas
4B, 4C, 4D, and 4E were compensated for [FQ amounts in those
areas assigned 10 CD{(} groups.

They were allocated CDQ compensation QS in Areas 2C,

P Froarer Loatorver ¥ el
ngEh ¥ onnal Gt [T
{ary gty
Orver 2] 8
ml
a5 A ,L *i'
to c
BT
C
0 1
to o}
15

Figure 3, Vessel category restrictions

3A, 3B, and 4A that is treated as unblocked QS as compensation in

proporiion (but nat equat to} to the amount of halibut QS foregone due to CD(Q allocations. For example,

4




nearly 140,000 QS units were issued to 104 persons in Area 4E (100% CDQ), but no IFQS were
assigned to those shares.

Other restricted QS include those that are held in reserve, awaiting the appeals process and those that are
legally assigned to an entity through, for example, an inheritance or ccurt order. While the Secretary
of Commerce may not impose a limit on the amount of QS owned, held, or controlied by an entity, a
limit on how much of it is used can be impaosed.

To prevent the unwitting assignment of QS in excess of the individual limit, in January 1996 the RAM
Division conducted a survey of QS holders who are corporations, partnerships, or other types of
businesses that are owned by more than one person. The survey requested the identity of each owner
of the business and the percentage of use held by each owner. This informaticon is used when reviewing
QS rransfers and determining whether “persons, individually or collectively™ are at the limits. At least
two transfers were not granted that would have placed individuals in violation of this provision.

Proposed Amendment 43/43 is not expected to have an effect on Area 4 QS holders wishing to increase
their holdings above the use limit. Blocked QS less than 3,000 1b {the new halibut sweep-up limit} are
held by 125 persons. Much of these, however, are held in Area 4E where no [FQs are assigned to these
shares because this area is 100% CDQ. Additionally, due to the two block limit these small QS blocks
are not desirable to QS holders wishing to increase their holdings.

The theoretical maximum consclidation under the preferred alternative is unlikely to occur due to the
constraints placed upon QS transfers and consolidation by the Block Program and vessel category
restrictions.  Calculating theorstical consolidation scenarios does not predict potential consolidation
behavior. '

2.0. NEPA REQUIREMENTS: ENVIRONMENTAL IMPACTS OF THE ALTERNATIVES

An environmental assessment (EA) is required by the National Environmental Policy Act of 1969 (NEPA)
to determine whether the action considered will result in significant impact on the hurnan environment.
If the action is determined not 1o be significant based on an amalysis of relevant considerations, the EA
and resuliing finding of no significant impact (FONSI) would be the final environmental documents
required by NEPA. Anenvironmental impact staternent (E1S} must be prepared for major Federal actions
significantly affecting the human environment.

An EA must include a brief discussion of the need for the proposal, the alternatives considered, the
environmental impacts of the proposed action and the alternatives, and a list of document preparers. The
purpose and alternatives are discussed in Sections 2.1, 2.2, 3.1 and 3.2. Sections 2.4 and 3.4 contain
a discussion of the environmenial impacts of the alternatives. Section 5 contains the summary and
conclusions of the analysis. The list of preparers is in Section 8.

The environmental impacts generally associated with fishery management actions are effects resulting
from (1) harvest of fish stocks which may result in changes in food availability to predators and
scavengers, changes in the population structure of target fish stocks, and changes in the marine
ecosyslem comumunity structure; (2} changes in the physical and biologicai structure of the marine



environmernt as a result of fishing practices, e.g., effects of gear use and fish processing discards; and

(3) entanglement/entrapment of non-target organisms in active or inactive fishing gear.

2.1 Impacts cn Endangered or Threatened Species

Endangered and threatened species under the ESA that may be present in the Bering Sea inciude:

Endangered

Northern right whale
Sei whale
Blue whale
Fin whale
Humpback whale
Sperm whale
Snake River sockeye salmon
Short-tailed albatross
Threatened
Steller sea lion

Snake River spring and summer chinook salmon
Snake River fall chinook salmon
Spectacled eider

Balaena glacialis
Balaenoptera borealis
Balaenoptera musculus
Baleanoprera physaius
Megaprera novaeangiiae
Physeter macrocephalus
Oncorhynchus nerka
Diomedea albarrus

Eumerppias jubarus

Oncorhynchus tshawytscha

Oncorhynchus ishawyrscha
Somateria fischeri

Steller sea lion population west of 144 ° W. longitude are currently undergoing recaissification to

"endangered species” starus. The “threatened” status of eastern Gulf of Alaska populations will be
maintained.

None of the alternatives for either management action is expected to have a significant impact on

endangered or threaiened species or their critical habitats in any manner not previously considered and
addressed.

2.2 Marine Mammals

As with saimon and seabirds listed under the ESA, fishing activities under this proposed action are not
likely to impact the threatened Stelier sea lion (Eumetopias jubatus), in a manner, or to an extent, not
previously considered in informal Section 7 consultations for 1994 groundfish fisheries (NMFS 1994b,
¢}. The 10-nm annual trawl exclusion areas around Steller sea lion rookeries would be in place regardless
of which aliernative is chosen. These create refuges where no trawling can occur in areas important for
sea lion breeding and foraging.

Ocher listed marine mammals include the endangered fin whale {Balaenoptera physalus), sei whale
(Balaenoptera borealis), humpback whale (Megaprera novaeanglice), and sperm whale (Physeter
carodon). None of these species are anticipated to be adversely affected by this amendment because total
harvests and overall fishing effort would not change. The tmpacts of listed marine mammals is further
detailed in the EA/RIR/IRFA for Amendments 31/35 (Block Program) (NPFMC 1994). Neither of the
alternatives is expected to adversely affect marine mammals.



2.3 Impacts on Marine Mammals not listed under the ESA

Marine mammals not listed under the ESA that may be present in the BSAI or GOA include cetaceans,
[minke whale (Balaenoprera acutorostrata), killer whale (Orcinus orca), Dall’s porpoise { Phocoenoides
dalli), harbor porpoise (Phocoena phocoena), Pacific.white-sided dolphin (Lagenorhynchus obliquidensy,
and the beaked whales (e.g., Berardius bairdii and Mesaplodcn spp.)] as well as pinnipeds [northern fur
seals (Callorhinus ursinus), and Pacific harbor seals (Phoca virkiing)] and the sea otter (Enaydra [uris).
A list of species and detailed discussion regarding life history and potential impacts of the 1995
groundfish fisheries of the BSAl and GOA on those species can be found inan EA conducted on the 1995
Total Allowable Catch Specifications for the GOA and BSAI (NMFS 1994a). Neither of the alternatives
are expected to adversely affect any listed or candidate marine mammals in a manner not already
considered in previous consultations. ‘

2.4 Coastal Zone Management Act

Each of the alternatives would be conducted in a manner consistent, to the maximum extent practicable,
with the Alaska Coastal Zone Management Program within the meaning of Section 307(c)(1) of the
Coastal Zone Management Act of 1972 and its implementing regulations.

2.5 FINDING OF NO SIGNIFICANT IMPACT

None of the alternatives is likely to significantly affect the quality of the human environment; preparation
of an environmental impact statement for selection of any of the alternatives as the proposed action would
not be required by section 102(2)(C) of the National Enwronmental Policy Act or its implementing
regulations. :

C Vupua0s YR

3.0 REGULATORY IMPACT REVIEW: ECONOMIC AND SOCIOECONOMIC IMPACTS
OF THE ALTERNATIVES

This section provides information about the economic and Socioeconomic impacts of the alternatives
inciuding identification of the individuals or groups that may be affected by the action, the nature of these
impacts, quangification of the economic impacts if possible, and dISCUSSiOH of the trade offs between
qualitative and quantitative benefits and costs.

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



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

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

E. O. 12866 requires that the Office of Management and Budger review proposed regulatory programs
that are considered to be “significant.” A “significant regulatory action” is one that is likely to:

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

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

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

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

A regulatory program is “economically significant” if it is likely to result in the effects described above.
The RIR is designed to provide information to determine whether the proposed regutiarion is likely to be
“economically significant.”

3.1 IDENTIFICATION OF THE INDIVIDUALS OR GROUPS THAT MAY BE AFFECTED
BY THE PROPOSED ACTION

A total of 513 QS holders i 1996 were issued
nearly 32 million halibut QS units in Area 4. A :
total of 226 persons landed IFQ halibut in 1995 on Table 2. 1996 Area 4.QS holders and 1995
167 vessels, Assuming that 1995 and 1996 [FQ participants. :

recipients are nearly the same, fewer than half of Area Q3 holders Q3 units  Persons
Area 4 QS recipients fished their IFQs. Fifty-nine Vessels
persons fished their [FQs on another QS holder’s 1441‘4 469 14,138,442 185

vessel, 75% of these qccurred in Area 4A.
Appendix B lists all 513 QS holders who may be
affected by the proposed action and the QS that
would be required to meet the preferred alternative use limit and the options rejected by the Council.

4B 143 2,068,548 61

Analysis of RAM data indicates that under the status quo, 54 of the 513 Area 4 QS recipients (11%)
exceeded the individiial use {imit in 1996, Table 3 lists the distribution of QS units for these 54 QS
hoiders and the QS units required to meet the proposed alternarive use limits, These QS hoiders have



been “grandfathered” as initial issuees and are aJjowed to use thetr eatire QS; however, under the status
quo they are unable to increase their holdings above the limit and for 54 persons, above their
grandfathered amounts, to make a reportedly viabie fishing trip in these remote fishing grounds. They
are also currently unable to consolidate their QS holdings into fewer Area 4 subareas without divesting
themselves of all QS above the limit; they would then be prohibited from acquiring QS above the limit
to return to the level of their initial aliocation.

32 ECONOMIC AND SOCIAL IMPACTS OF THE ALTERNATIVES

The Council intended constraints on QS use to limit QS consolidation and to assure that practicing
fishermen remain as the “steck holders” of the halibut resource. This purpose is perceived as important
to maintain the current social and economic character of the fixed gear fishery. Use limits restrict the
amount of QS that could be used by any one person. In this case, a person includes all individuals,
corporations, partnerships, or other entities. The use limit is calculated by adding QS owned personally,
as well as by any partnership or corporation of which the person is a part. ‘

3.2.1 Impacts of Alternative |- Status Quo

The status quo use limit provisions grandfather the use of initial QS allocations. including QS that exceeds
the individual use fimit of 165,015 units. The 54 Area 4 QS hoiders who exceed the current use {imit
were issued 18,616,778 QS units, or 56 percent of total Area 4 QS units, exceeding the use limit by
9,705,958 units. Their holdings by area are¢ listed in Table 4. QS holders limited by the status quo range
between 26 in Area 4C and 54 in Area 4A.

As described in the analysis for the halibut IFQ program (NPFMC

1991), the use limit was created because the Council was concerned that Table 4. Qs

an unrestricted market for QS could result in a few powerful interests
controliing most of the landings. The Council had expressed a desire to
mainrain a fishery with many diverse participants and one in which
harvesters are not dependent on “company store” processors or the
monopoiizing influence of a few other harvesters. This was 1o assure
that both the initial and ongoing benefits of the IFQ program would be
broadly distributed and that the market for QS would be competitive.
Market power is the issue underlying both the originally proposed

distributions for

individuals exceeding
the status gquo cap.

Arca OS holdes QS

urnis '

4A 54

6,078 414

4B 41

6,295,733

altermarives (I, 2, 3 percent of the total combined for all areas) and the
current alternatives (*4, 1, 1'4 and 2 percent for the BSAT).

One of the original objectives of use limits was to moderate the decline in employment for fishermen,
These restrictions were assumed to not have a substantial effect on total employment measured in terms
of fishermen days. The analysts noted that restrictions could substanrially increase the number of
fishermen among whom that employment is shared. However, restrictions could also result in the same
fishermea fishing on a number of boats during the year. This has happened in the Canadian halibut [V(Q
fishery. Thus, the number of fishermen can be less than expected given the number of vessels
participating in the fishery.

It is not clear, however, that iess consolidation would occur in the absence of use limits. Consolidation
would occur only if operations that specialize in the halibut fishery are more profitable with respect to
using halibut IFQs than are operations that are more diversified. If this is not the case, these restrictions



Table 3. Distribution of total halibut QS units and QS needed o mers higher Aftarmasive
QS caos for the top 54 QS holders in 1996 who ¢xzeed the smunus gue cag.

Qs Suaas Quo Alt 2, Opton A Alt2, Opdon B
holder TOTAL QS| 12%=165.015 08| 1%=330.025 0S| 2%=660.058 OS
i 801,628 [remmeas i i sy e
2 695.076
3 667.736
4 661237
5 £21,004 39,054
6 530,693 129365
7 528,080 131,978
8 508.819 151239
9 505,146 154,912
10 482,689 177369
1 469,915 190,139
12 442,096 217.962
13 439,399 220,659
14 413933 246,125
15 389222 270.836
16 366,012 293,984
17 359,682 300375
18 353,445 306,613
19 351,542 308,116
20 337,708 322350
2t 334,003 326,055
22 332,694 327364
23 327.153 2,876 332,905
24 326595 3,434 333,463
25 325,037 41997 335,021
26 320252 8,777 339,806
27 319,645 10384 340,413
23 318523 11.506 341,535
9 312300 17.729 347758
0 " 308910 21119 351,148
31 304,888 15,141 355.170
32 304,703 25325 355355
33 286,151 43,878 373.507
gl 276370 53.659 383.638
151 269510 60519 390.548
3% 268,593 61.436[ 391.465
370 - 157312 72717 402,744
38 249 448 80581 410,610
39 232,662 97367 437396
a0 231,548 98,081 428,110
31 231,541 98,488 428517
42 226.682 103,347 433376
43 226,101 103.923 433 957
44 214 815 115213 445242
45 211245 118,784 448813
46 210718 119311 449 340
47 203 957 126072 456,101
48 200,177 [29.852 459,831
49 191,931 138,098 468,127
50 179.135 150,854 480,973
st 177,162 152,367 482,896
52 175,866|2 154,163 484,192
53 168,105 2 161,524 491,953
54 167, 11972 162,910 492 939
| TOTALI 13.616.7781 2 538573 17.172.745|
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The block program and vessel category restrictions further inhibit QS5 transfers, although proposed
revisions to the IFQ program would ease these restrictions. Proposed Amendment 42/42, approved by
the Council in January 1996, would allow the use of larger catcher vessel QS on smaller vessels.
Proposed Amendment 43/43, approved by the Councti in April 1996, would increase the haiibut sweep-up
levels to 3,000 [b based on 1996 TACs beginning in the 1997 [FQ season.

The status quo iimits the market for QS transfers to potential buyers who may wish 0 acquire QS above
the use Himit. The status quo limits the top 54 “grandfathered™ Area 4 QS holders from increasing the
amount of their currently held QS and from consolidating their holdings into fewer regulatory subareas
without having (o sell their holdings to below the current limit. They are further prohibited from
exceeding the limit once they divest their QS, effectively prohibiting QS holders from trading QS between
subareas. The remaining 4539 Area 4 QS holders may also be negatively affected should they wish to
increase their holdings above the limit in the future or sell their QS because potential huyers are
constrained by the limit. ~

3.2.2 Impacts of Alternative 2

An increase in the halibut individual use limit to any Alternative 2 option would incur a net economic
gain to the Nation. The Council also considers social factors in choosing its preferred management
option. Potential loss of part-time and/or smatl boat captains and crew may occur from shifiing a greater
percentage of Area 4 halibut QS to bigger operations. However, this loss would be mitigated if these
fishermen did not fish their QS due to the small size of the associated [FQs and remoieness of the Area
4 fishing grounds. Additionally, a small boat fishery may develop if sufficient Q5 is allowed for use,
particularly in Area 4A.

The Council’s preferred optign, Alternative 2, Option B, would raise the use limit to 495,044 QS units
equivalent 1o 1% percent of 1996 total Area 4 QS unit, to become effective for the 1997 IFQ season.
This option allows 504 persons to increase and consolidate their QS to triple the current fevel and allows
45 persons, who currently exceed the current %2 percent limir, an opporfunity to increase their QS
holdings above their initia} allocation. Nine persons, hoiding 17 percent of the Area 4 QS units, would
still be subject to the preferred limit,

Increasing the status quo use limit to 1% percent under Alternative 2, Option B would entail intermediate
poundages and QS prices when compared with Options A and C. Options A or B would encourage
increased hoidings by current QS holders, new entrants, and crew, particularly in Area 4A. However,
only large boat operarors, who have traditionally fished in Area 4 and hold the majority of shares, may
be able to afford large amounts of QS under Option C. Competition for these QS may further drive up
their prices.

While increased market prices may benefit current QS holders, highec prices may limit paricipation by
small boat operators and crew. Table 5 lists QS market prices for transacrions between Qctober 1995 and
April 1996 by one QS brokerage. Area 4 blocked QS sold at lower prices compared with nearly all types
of QS from Areas 2C, 3A, or 3B. Two smaller Area 4A QS hiocks transferred at higher prices than one
larger Area 4B block. No transactions occurred for Areas 4C or 4D.

An examination of individual QS holdings in Appendix B indicates that over half (274) of all Area 4

holdings are equivalent to less than 3,000 Ib when using the Area 4 average QS/IFQ ratio of 6.989 units
per Ib (Table 6). Thirty-five percent (182} of holdings are equivalent to fess than 1,000 ib.
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Tabie ? 1996 Qs hoid.ers by biocked a.nd Tabfic 3. Reporl.ed pnces 101’ hahbut and sablefish

‘unbiec:ked QS and area.. & , Qs
o ELOCKED - ) [nc‘;‘raﬂsaclmm (Source:. Access Unlimited,
UNBLOCKED
‘Area  hoiders %% 5;2 units % Vessel
holders B2 QSunits % Area Cagory B/l Size Price/ib*
A= 301 76 10,154,187 57 " No.
177 .'89 3,972,509 18 *
4B~ 117 79 3,325.446 - 19 iC B B 310K  $8.00-9.00
Area 4 halibut QS are distributions are further iC B u. <K $8.5-9.25
examined by blocked and unblocked holdings ‘
(Appendix C). Blocked QS holdings totaling o ° 00K 3821000
17,773,810 units are held by 357 QS holders (99 2C C u <10K  $8.50-9.50
persons hold 140,000 restricted QS units in only 4
Area 4E which are not a