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CHAPTER 1. INTRODUCTION

1.1 Background

There are two commercial individual fishing quota (IFQ) programs in the Gulf of Mexico (Gulf).
The red snappdFQ (RSIFQ) program began on January 1, 2007 (GMFMC 2006), and the
multi-species groupsdilefish IFQ (GT-IFQ) program began on January 1, 2010 (GMFMC

2008&; Table 1.1.1). The programs were implemented to reduce overcapacity in the commercial
harvest ofed snappergrouper, and tilefishand to the extent possibtbe problemsassociated

with derby fishing condition$. The Coundicompleteds-year reviews of each programbich

found thatprogresshad been made towhachieving théiological and ecomaic goals and
objectivesto reduce overcapacity and maintain harvest within the commercial catch limits
(GMFMC and NMFS 2013, 201&ppendixE). However the IFQ programs fundamentally
changed the way fishingas prosecutedeading tonew issues that atargelysocial in nature

For example, the R&Q Program 5year Review found thaintry and participation is now more
difficult and costly GMFMC and NMFS 2013; AppendixX)EThis is consistent with IFQ

programs in other regionghich haverecognizedhat the biological and economic benefits that
result from the implementation of IFQ programs come at the expenssvabcial issues for
fishermen entering and participating in these fisheries (Copes G2882004;Pinkerton and
Edwards 2009Carothers eal. 2010; Szymkowiak and Him&3ornell 2015)

Table 1.1.1. Share categories for species currently managed in thE-QGprogram.

Share Catogory | Abbreviation Species Included
Snowy grouper
Deepwater DWG Speckled hind
grouper Warsaw grouper
Yellowedge grouper
GG Gag
RG Red grouper
Black grouper
Shallow-water SWG Scamp .
grouper Yellowfin grouper
Yellowmouth grouper
Blueline tilefish
Tilefish TF Tilefish (golden)
Goldface tilefish

As noted in the GTFQ Program 5year Review, fostering access by new entrants would be
consistent with the program objectives (GMFMC and NMFS 2018; Appendix E). Further, in
study completed for the GIFQ program 5year review Griffith et al. (2016) recommened that

1 AppendixD provides the goals dhe prograns from the respective amendmsithplementing each IFQ program.
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A kowing people with no direct physical participation in the fishery to purchase shares in the
fishery should be reconsideredThis is a reference the IFQ program provision that allows for
shareholders who do not have a commercial terithese shareholders are referred to as public
participants. While public participants may buy and sell shares and the allocation associated
with their shares (i.e., leasing), they may fig for, possess, or sell commercial quantities of
thespeciedor which they hold shares amtlocation. Thusit is not possible fopublic
participantgo bephysically engaged in commercial fishing.

This amendment considersdifying the provision that allows for public participation and
evaluates alternatigethat would require some or all shareholders to have a commercial reef fish
permit. During the development of the IFQ progranimg Gulf of Mexico Fishery Management
Council (Council) discussed whether to allow public participaticio cequire new shaholder
accounts be associated withiaid or renewable commercial reef fish permihich is required

to landcommercial quantities dhe species managed under the IFQ progralnshareholder
account also referred to as an IFQ account in this docuneenbnsidered associated with a

permit if it has the exact same entities listed on both the shareholder account and permit.
Ultimately, the Council allowedach IFQ prograrto beopen to the publi® yearsafter
implementation. Thereforepif the first 5 years of each program, only those entities that
possessed a vala renewablésulf commercial reef fish permit were eligible to receive shares
and allocation. During those first 5 years, shareholder accounts that no longer had a valid Gulf
commercial reef fish permit could maintain or decrease their shares or allocation, but could not
obtain additional shares or allocation, temdIFQ species. As of January 1, 2012, for the RS

IFQ program, and January 1, 2015, for the l6Q program, anyJ.S. citizen permanent

residentor U.S. entity (e.g., a businesskligible to participate in the respi®e program as a
shareholder.

Prior to the opening to public participation in the-R® program, the Council heard testimony
from commerciafishermen who asked the Counlmodify the program to continue
prohibitingthe sale of shares to the general public. In response, the Council initiated an
amendment to remove the provision that would allow for public participation, but deferred final
action until completion of the RE-Q program 5year review.At the same time, th€ouncil
requested that thidational Marine Fisheries Service (NMFS) publish a control date in the
Federal Registenotifying RSIFQ program participants that the requiremsefor participation
may be modified in the future (76 FR 74038, November 30, ;28fiendixG). A comparable
control date was published in tRederal Registenotifying GT-IFQ program participants that
participation requirements may be modified in thife (79 FR 72566, December 8, 2014
AppendixG).

Since implementation of the IFQ programs, pleecentagef shares helth shareholder accounts
associated witla commercial reef fish permit has decreased, whilpé¢heentagef shares held

in shareblder accountghat are not associated walhcommercial reef fish permit has increased
(Figure 1.1.1).At the end of the first year of the RBQ program, 14% of the RE&Q shares

were held in accountbat were not associated walhcommercial reef fispermit (NMFS

2018a), as some initial recipients of shares did not maintain their permit. In contrast, 1% or less
of GT-IFQ shares in each share category were held in acaoomnéssociated with commercial

reef fish permit at the end of the first yedithat program (NMFS 2018b). h€ percentagef
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shares held in accoumst associated wita commercial reef fish permit continued to increase
in both programs until 2015From 2015 through 2017, tpercentagef red snapper shares held
in accountas®ciatedwith and not associated withpermit remained relatively stablét the
same time, the number of accounts holding shares without a commercial reef fish permit
increased.Someof this increase is attributable to the establishment of related accounts.
Shareholder accounts are considered related if they have at least one individual or entity in
common(seeSection 1.3

100%

90% \ e Red snapper - Permit
80% \ Gag - Permit
Red grouper - Permit

70%

Percent of shares per share category

60% e S\WG - Permit
50% DWG - Permit
40% e Tilefish - Permit
30% e - a» an a» e e a» o Red snapper - No permit
20% e - e e o Gag - No permit
- T
100 S ———— -"gg-- Red grouper - No permit
= .
0% .-..-- e a» o S\WG - No permit
A o O Q N Vv @) ™ &) © A .
Q Q S N N N N N N \ N e «» o« DWG - No permit
S R I A R R b
Year e a» o Tilefish - No permit

Figure 1.1.1. Percent of RSFQ and GFIFQ shares held in shareholder accoastsociated
with andnot associatedith a commercial reef fish permit (20@D17). The solid lines
represent shares held in accowgsociated witla commercial reef fish permit, and tthetted

lines represent shares held in accounts that are not linked to a commercial reef fish permit.
Source: Table 2 in NMFS 2018a and Table 6 in NMFS 2018b.

While the Council has continued to discuss whether to allow public participation to corfimue, t
percentagef shares held by public participants has continued to increase, as has the number of
shareholder accounts (baiksociateavith andnot associatedith shares).As thepercentagef
shares held by public participants increases, fishernean@easinglydependent on buying

(i.e., leasing) allocation from shareholders who are unable to land the allocation associated with
their sharesraisingissues of sustainability for fishing communities in the long term (Ropicki et

al. 2018). Table 1.12 provides the number of shareholder accounts by share and permiastatus
of February 25, 2020Table 1.1.3 provides the total number of shareholder accounts (with and
without shares) and permit status from 2007 through 2018niflgateeffects of chanigg
participationrequirementsthe Council is also evaluating alternatives that would allow
shareholdex who openedccountgrior to a specified date to retain their shares without being
required to obtain a commercial reef fish permit.
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Table 1.1.2. Number (and percent) of shareholder acco(intduding active, suspended, or
initial status)with/without shares in any share category, and with/without a peymitigbruary
25, 2020.

Permit No Permit
Shares 369 (36%) 314 (31%)
No Shares 233 (23%) 108 (11%)

Source: NMFS SERO IFQand permitslatabase

Table 1.1.3. Number of shareholder accountgth and withoutshares) that are public (not
associated with a commercial permit) and-paoiblic (associated with a commercial permit) for
2007 through 201,8nd the percent of accounts that are public

Accounts | Public | Non-Public Public
Year (#) (#) (#) (%)
2007 596 88 508 15%
2008 547 135 412 25%
2009 530 147 383 28%
2010 960 166 794 17%
2011 962 224 738 23%
2012 938 237 701 25%
2013 910 252 658 28%
2014 919 274 645 30%
2015 948 303 645 32%
2016 964 331 633 34%
2017 979 338 641 35%
2018 984 353 631 36%

Source: NMFS SERO IFQ databaseéNote: The number of accounts increased in 2010 when
the GTIFQ program was implemented.

The Council has expressed concerns with reported incregsellioparticipation in the IFQ
programs. The IFQ programs have fundamentally changed the way the commercial reef fish
fishery is prosecuted, including fishing behavior and relationships among those involved in the
fishery. This is especially true for red sneppvhich have become more common in the eastern
Gulf as the stock recovers. Further, the IFQ progtaansallowed for the emergence of new
participation roles such as brokers, who buy and sell allocation and shares, but may not land IFQ
species. In tur, these changes may make it more difficult for some fishermen to obtain IFQ
allocation, especially for red snapper. To address some of the changes resultipgjfiiom
participation inthe IFQ programandto promote and facilitate share ownershighyse who

can land the fishthe Council intends tiimit share ownership by shareholders without a valid or
renewable commercial reef fish permit

Requiring shareholders to have a commercial reef fish permit is an example of an active
participation meage. That is, the requirement is intended to encourage access to a fishery by
those physically engaged in the activity of fishingorderit o ensur e t hat the b
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privileges flow to those who arConed2017).vel y fi s
According to Griffith et al. (2016), those who are actively fishingarethoseo have MfAs ki n
gameoreferring to peoplevho assume the physical or economic risks of commercial fishing.
Szymkowiak and Hime€ornell (2017) notethatactv e par ti ci pati on measur
relevant in countries like the U.S., where overarching federal mandates do not constrain

participation in fisheries except by U.S. citizenship, so that corporate entities and individuals

without fishing experieme may p aDue to tbe cpongplexeways that both individuals and
corporate entities act as participants in the IFQ prograative participation measuresist be

applicable to both individuals and corporate entiti€his amendment uses the posgasof a

commercial reef fish permit as a proxy for active participation, as a commercial (somg

with otherattending requirementss required to land the allocation associated with IFQ shares.

1.2 Purpose and Need

The purpose of this action is limit IFQ share ownershim shareholder accountgthout a
valid or renewable commercial reef fish perrierebypromoing share ownership by
fishermen who have the ability to land reef fish within the RS andR&Tprograms.

The need is taddressocial issues in the IFQ programs pertaining to public participatidn
achieve, on a continuing basis, the optimum yield from fish stocks managed under the IFQ
programs.

1.3 Additional Information on the IFQ Programs

As mandated by the Magnus&tevens Fisery Conservation and Management Act (Magnuson
Stevens Act), the Council and NMFS collaboratively conductegeab review of the REQ
program (GMFMC and NMFS 2013), which was formally approved at the April 2013 Council
meeting, and a-year review ofhe GTFIFQ program (GMFMC and NMFS 2018), which was
formally approved at the April 2018 meetifidrhe next review is expected to be completed in
2020 and assesses both thelRQ and GTIFQ programs together.

The5-year reviewoncluded that each IFQ program has had moderate success in reducing
overcapacity. The-§ear reviews also concluded that the programs have been successful in
providing fishermen with the opportunity to harvest and land red snapper, grouper, and tilefish
yearround, provided they can obtain the necessary allocation (GMFMC and NMFS 2013, 2018)
Further, safetyat-sea has increased and annual fatalities related to fishing have declined
Therefore, the Council indicated that because derby fishing has lbegrated through the IFQ
programs, this could be removed as a program goal.

Following approval of the R&Q Program 5year Review, the Council initiated an amendment
(Amendment 36A) to consider modifications to improve the performance of the IFQ psogram
The Council took final action on Amendment 36A at its April 2017 meeting (GMFMC&2017
Amendment 36A expanded the Ralrequirement to all commercial reef fish vessels landing
any reef fish species, returned shares held iramtinated accounts tdMFS, and provided the

2The conclusions of the reports are providedppendixE.
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Regional Administrator the authority to withhold IFQ allocation at the beginning of a year in
which a quota reduction is to occur. At its August 2019 meeting, the Council divided the actions
in Amendment 36B into separate amendraehat address additional modifications to the IFQ
programs to reflect changes in the fishery since implementation of the IFQ programs.
Amendment 36B addresses the requirement for IFQ shareholders to have a commercial reef fish
permit. Amendment 36C prianily considers distributing reclaimed shares held by NMFS, the
establishment of a quota bank, and requiring accuracy in the estimated weights provided on
advance landing notifications.

Overview and Structure of the IFQ Programs

The RSIFQ and GTFIFQ pragrams are both administered using 8mitheast Regional Office

(SERO) Catch Share Online System (CSOS). IFQ program participants do not have separate
accounts for each program. This means administrative changes affecting one program would
likely affectthe other program as welBoth IFQ programs use shares and allocation to

distribute and monitor fishing quotas. Shares for each species or species group (share category)
represent a percentage of the commercial quota for that share category, suablthat ¢hares
represent the total commercial quota for a given IFQ managed species or share category. These
shares are durable; that is, they may remain with the shareholder year after year unless
transferred to another shareholder account or are reviokéed, or modified by the Council.
Allocation refers to the pounds of quota represented by the shares (percent of quota) held by a
shareholder and is distributed to shareholder accounts by the first of each year or during the year
if an inrseason quoticrease occurs. Allocation may only be used in the year for which it was
distributed; remaining annual allocation is removed from all accounts at the end of the year.

Shares and allocation can be transferred among IFQ program participants. The transfer of shares
changes the ownership of those shares and the transfer of allocation transfers the right to catch
the quantity of pounds sNMF8doesmdtddeéne leasiegi vehenr e d t
allocation is moved between accounts, it is called an allocation transfer. Leasing is a term used

by fishermen, the public, and academics to refer to the broader transaction between IFQ program
participants: both traferring allocation through the online IFQ system and the private financial
transaction in which the entity receiving the allocation pays a price per pound of transferred
allocation (Pinkerton and Edwards 2009). Appertdlicontains a glossary of terms usedhe

IFQ programs.
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Exampl[shares] x [ quoalalloca

Shares = percentage of the total quota.
Allocation = pounds of the total quota represented by the shares.

A shareholder has 3% of shares.
Quota is 1.0 mp.
The shareholder receives 30,000 Ibs of allocation at beginning of year 1.

Year

The next year, the shareholder still has 3% of shares.
Quota increases to 1.5 mp.
The shareholder receives 45,000 Ibs of allocation at beginning of year 2.

Year

During year 2, the shareholder sells 1% of shares (he now has 2% of shares).
Quota increases to 2.0 mp.
The shareholder receives 40,000 Ibs of allocation at beginning of year 3.

Ye a3r

Because both programs use @@0S, the same shareholder accounts are used to participate in
both programs (i.e., a fisherman has one IFQ account that can be used for bothRQeaR8

GT-IFQ programs). For example, in 2016, of the 749 accounts that held shares, 278 (37%) held
bothRS and GTIFQ shares (J. Stephen, Southeast Regional Office, pers. comm.). Also, since
implementation of the GTFQ program on January 1, 2010, a majority of vessels that land red
snapper also land grouptiefish species, and vice versa (Table 1.31h)addition, both

programs follow the same regulations for landing notifications-{hs)| offloading, cost

recovery fees, and account status determinations (e.g., active or inactive). The actions in this
amendment address both IFQ programs.

Table 1.31. Overlap between vessels landing red snapper and grblgish.

Year # V_essels % Vessels Ia_mding # V_essels % Vessels Ia_lnding
landing GT GT also landing RS | landing RS | RS also landing GT

2010 452 78% 384 91%

2011 440 75% 362 91%

2012 449 77% 371 94%

2013 414 81% 368 91%

2014 434 83% 401 90%

2015 446 85% 415 91%

2016 441 87% 430 89%

2017 453 87% 449 87%

2018 455 91% 450 91%

Source: Tables 7 and 9 for grouiéefish vessels (NMFS 2019b); Table 5 for red snapper vessels (NMFS 2019a).
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While the RSIFQ program includes a single stock, 13 reef fish species are currently managed
under the GIIFQ program under five share categories. Gag and red grouper represent their own
share categories, and the remaining species are managed espmigdt share categories (Table
1.1.1). The deepater grouper (DWG) share category includes four species; the other shallow
water grouper (SWG) category includes four species; and the tilefish (TF) category includes
three species. Additional flexibility {grovided to allow some species to be landed under the
allocation of another share category. A proportion of gag (GG) and red grouper (RG) allocation
may be designated annually as mulie and converted to gag mulge and red grouper multi

use allocatin. The multiuse allocation is determined based on a formula utilizing the

commercial quota, annual catch limits, and the status of the stock. If either stock is under a
rebuilding plan, the percentage of the other species-ométiallocation will equaero. Red

grouper multuse allocation can be used to harvest gag once all gag and gagsaudtiocation

in an account has been harvested or transferred out of the vessel and associated shareholder
account, and vice versa. Scamp are designate@@&zspecies, but may be landed using

DWG allocation after all SWG allocation in an account has been harvested or transferred out of
the vessel and associated shareholder account. Simaargaw grouper and speckled hind are
designated as DWG, but mag tanded using SWG allocation after all DWG allocation in an
account has been harvested or transferred out of the vessel and associated shareholder account.

IFQ Program Accounts

The CSOS annually determines the account activity in each program sp#tteo holding

shares, holding allocation, and landings. The three main account types in the CSOS are
shareholder, vessel, and dealer accounts. Shareholder accounts may hold shares and allocation
or just hold allocationbecause a shareholder accouaymot hold shares, it &soreferred to

as an IFQ accountVessel accounts are sabcounts to shareholder accounts and may hold
allocation; they do not hold shares. A vessel account is associated with a commercial reef fish
permit and a shareholdeased on the entities listed on both the permit and shareholder account.
Because a reef fish permit is required to harvest IFQ species, the IFQ system will restrict access
for vessel accounts no longer associated with a reef fish permit. Dealer acce@ssoaiated

with federal dealer permit holders. Allocation must be transferred from a shareholder account to
a vessel account, prior to a dealer completing a landing transaction through a dealer account.

Each shareholder account is composed of a ursguef entities and no two accounts are
composed of the same set of entities. A unique entity may be a single person or business, or a
combination of people and/or businesses. For any business that is part of a shareholder account,
NMFS collects the owarship information for that business and the percentage of the business
owned by each individual. If a business is owned in part or in total by another business, NMFS
collects the ownership information of all parent companies. Owners/shareholdersofes$du

and the percentage held by such an individual may change over time. Any time a change (e.g.,
ownership, percentage owned, address) is made in ownership within a business, the business
must inform NMFS. NMFS tracks owners/shareholders of busindsseghout time using

start and end dates for each change submitted to NMFS. This information is critical to ensuring
that no one individual exceeds the established share cap for any one share category.
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Public Participant (PP) Accounts

For the purpaos of this document, shareholder accounts that do not have an associated Gulf
commercial reef fish permit (i.e., same entities on the account and permit) and hold shares or
allocation are termed public participant (PP) accounts. These PP accounts noiy inclu
shareholder accounts that were once associated with a Gulf commercial reef fish permit (e.g.,
initial recipients of shares). As explained above, a shareholder account may HEIQ Risares,
GT-IFQ shares, or both types of shares.

PP accounts can bevitled into two categories: those accounts created in the first 5 years of the
program (i.e., the shareholder account was previously associated with a permit) and accounts that
were created after the first 5 years (i.e., did not require an associatoa petmit to open a
shareholder account). Since PP accounts are determined by the permit association and permits
can be obtained at any point during the year, the number of PP accounts may fluctuate
throughout a year. For the purpose of this amendr&ccounts are determined by the permit
status throughout the year. If an account was associated with a permit at all during the year, it
was not considered a PP account for that yEagure 1.3.1 compares the number and percentage

of all shareholderaounts that were associated with a permit {poblic) and those not

associated with a permit (public, or PP).
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Figure 1.3.1. Public (no permit) and nepublic (permit) IFQ shareholder type accouritie
figure on the top provides the number of accounts, while the figure on the bottom provides the
percentage of all accounts.

Related Accounts

An individual or entity (e.g., business or nprofit) may be associated with more than one
shareholder acunt. Shareholder accounts with at least one entity in common are called related
accounts. While no two IFQ accounts have the same set of entities, one entity may be associated
with multiple IFQ accounts. For example, John Smith may hold an accoudiplam@&mith and

Jane Smith may hold another account. These accounts are considered related as John Smith is

Amendment 36BModifications to Chapter 1. Introduction
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involved in both accounts. Similarly, if John Smith is an owner of John Smith, Inc., that account
is also related to the John Smith account ardldhn Smith and Jane Smith account. Likewise,

an account may be held by John Smith, Inc. and another account is held by Smith LLC. Both
John Smith, Inc. and Smith LLC may have one or all owners in common, and therefore are
related accounts. Just as tveners of businesses may change, relations between accounts may
also change over time. For exam@ehn Smith may have held shares in ABC, Inc. in 2010, but
not in 2014. This would mean that the ABC, Inc. account was related to the John Smith account
in 2010, but not in 2014.

Although the relationships among accounts is determined at the entity level, the CSOS manages
at the account level. Thus, an individual can be involved in accounts with and without shares,
with and without associated permits, amth and without landings. Because the CSOS

manages at the account level, all transactions (i.e., transfers of shares or allocation and landings)
are associated with the account and not the account holders. The exception to this general rule is
with regect to the monitoring of share caps, which are mandated to be monitored for control at
the entity level.

1.4 History of Management

This summary includes management actions pertinent to red snapper, grouper, and tilefish for the
commercial sector, includinghanges to commercial permit requirements. A complete history of
management for the Reef Fish Fishery Management Plan (Reef Fish FMP) is available on the
Counci | & sAsuwrenarg df theshistory of Amendment 36 and itsam@ndments is

provided in AopendixA.

The final rule for thdReef Fish FMP, with its associated environmental impact statement (EIS),
was effective November 8, 1984, and defined the reef fish fishery management unit to include
red snapper, red grouper, gag, the shaliater gropers (scamp, black, yellowmouth, and
yellowfin), and the deepvater groupers (snowwarsaw, speckled hind, and yellowedge), as

well as other important reef fish. Among the species currently managed under Gulf IFQ
programs, only the tilefishes were notluded in the original Reef Fish FMP.

The Reef Fish FMP included regulations designed to rebuild declining reef fish stocks and
included a minimum size limit of 13 inches total length (TL) for red snapper, with exceptions
that forhire vessels were exemapl until 1987 and each angler could keep 5 undersize fish.

Amendment 1, including environmental assessment (EA), regulatory impact review (RIR), and

regulatory flexibility analyses (RFA), was implemented in 1990. The management measures

included:

1 Theaddition of 10 species to the management unit including the three species of tilefish that
remain managed under the €HQ program (goldface, golden, and blueline).

1 Prohibited the sale of undersized red snapper and deleted the allowance to keep five
underszed red snapper;

1 Seta 26nch TL minimum size limit on red, yellowfin, black, and gag groupers;

3 http://www.gulfcouncil.org/fishery management_plans/reef fish_management.php
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1 SWG were defined as black grouper, gag, red grouper, Nassau grouper, yellowfin grouper,
yellowmouth grouper, rock hind, red hind, speckled hind, and scawWiG @ere defined as
misty grouper, snowy grouper, yellowedge group&rsaw grouper, and scamp. Once the
SWG quota is filled, landings of scamp are allowed and included under DWG quota; and

1 Established a commercial reef fish vessel permit.

On November 71989, NMFS announced that anyone entering the commercial reef fish fishery
in the Gulf and South Atlantic aftercantrol date of November 1, 1988ay not be assured of
future access to the reef fish fishery if a management regime is developed amdentetethat
limits the number of participants in the fishery. The purpose of this announcement was to
establish a public awareness of potential eligibility criteria for future access to the reef fish
resource, and does not prevent any other date fobiétigor other method for controlling

fishing effort from being proposed and implemented.

Amendment 3 including EA and RIR and implemented in July 1991, transferred speckled hind
from the SWG category to the DWG category.

Amendment 4 including EA, RR and initial RFA (IRFA), was implemented in May 1992. The
amendment established a moratorium on the issuance of new commercial reef fish permits for a
maximum period of 3 years. The moratorium was created to moderatéeshoftture

increases in fisimig effort and to attempt to stabilize fishing mortality while the Council

considered a more comprehensive effort limitation program. It allowed the transfer of permits
between vessels owned by the permittee or between individuals when the permitted vessel
transferred.

Amendment § including EA, RIR and RFA, implemented in June 1993, extended the
provisions of an emergency rule for red snapper endorsements for the remainder of 1993 and
1994, and it allowed the red snapper trip limits for qualifying rmmdqualifying permitted

vessels to be changed under the framework procedure for specification of the total allowable
catch.

Amendment 7, including EA, RIR, and IRFA and implemented in February 1994, established
reef fish dealer permitting and record kiegprequirements, and allowed transfer of reef fish
permits or endorsements in the event of the death or disability of the person who was the
qualifier for the permit or endorsement. A proposed provision of this amendment that would
have required permittievessels to sell harvested reef fish only to permitted dealers was
disapproved by the Secretary of Commerce and was not implemented.

Amendment § including EA, RIR and IRFA, proposed establishment of a red snapper
individual transferable quota (IT@yogram. It was approved by NMFS and a final rule was
published on November 29, 1995. However, concerns about future Congressional funding for
the ITQ program to become operational made it advisable to delay implementation pending
Congressional actionn October 1996, Congress, through reauthorization of the Magnuson
Stevens Act, repealed the red snapper ITQ program and prohibited regional councils from
submitting, or NMFS from approving and implementing, any new IFQ program before October
1, 2000.
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Amendment 9, including EA, RIR and IRFA, implemented in July 1994, provided for collection
of red snapper landings and eligibility data from commercial fishermen for the years 1990
through 1992. This amendment also extended the reef fish permit moratodusdamapper
endorsement system through December 31, 1995, to continue the existing interim management
regime until longer term measures could be implemented. The Council received the results of
the data collection in November 1994, at which time conaiaen of Amendment 8 resumed.

Amendment 17, including EA, RIR and IRFA, was partially approved by NMFS and

implemented in January 1996. The approved provisions included:

1 Limited sale of Gulf reef fish by permitted vessels to permitted reef fish dealers

1 Required that permitted reef fish dealers purchase reef fish caught in Gulf federal waters only
from permitted vessels;

1 Allowed transfer of reef fish permits and fish trap endorsements in the event of death or
disability;

1 Implemented a new reef fishnpeit moratorium for no more than 5 years or until December
31, 2000, while the Council considers limited access for the reef fish fishery;

1 Allowed permit transfers to other persons with vessels by vessel owners (not operators) who
gualified for their reefish permit.

Amendment 13 including EA, RIR and IRFA, was implemented in September 1996. The
amendment further extended the red snapper endorsement system through the remainder of 1996
and, if necessary, through 1997, to give the Council tindevelop a permanent limited access
system that was in compliance with the new provisions of the Magriitesens Act.

Amendment 14 including EA, RIR and IRFA, was implemented in March and April 1997. The
amendment provided the NMFS Regional Administratith authority to reopen a fishery
prematurely closed before the allocation was reached and modified the provisions for transfer of
commercial reef fish vessel permits.

Amendment 15 including EA, RIR and IRFA and implemented in January 1998, incltiaed

following actions:

1 Modified the red snapper endorsement system to create two classes of red snapper licenses.
Class 1 licenses would have a 2,80@rip limit and would be issued to endorsement holders
on March 1, 1997 and historical captains. Clisenses would have a 5@®trip limit and
would be issued to other reef fish permit holders on March 1, 1997 with red snapper landings
between January 1, 1990 and March 1, 1997. Licenses could be transferred without
restriction. This red snapperdiase system was extended indefinitely or until replaced by an
alternate license management system.

1 Set monthly commercial red snapper openings to open at noon on the first day of each month
and close at noon on the fifteenth day of each month until theneotral quota is reached.
The commercial season is split into two time periods with the first period to begin on
February 1 with two thirds of the quota, and the second period on September 1 with the
remainder of the quota.
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Amendment 168 including EA, RR and IRFA, was implemented on November 24, 1999.
Among other actions, this amendment set the minimum size limit in fork length for scamp at 16
inches.

An August 199%egulatory amendment including EA, RIR, and IRFA and implemented June

19, 2000, increasl the commercial size limit for gag from 20 to 24 inches TL, and prohibited

the commercial sale of gag, black, and red grouper each year from February 15 to March 15 (the
peak of gag spawning season).

Amendment 17 including EA, RIR and IRFA, wasplemented in August 2000. This

amendment extended the commercial reef fish permit moratorium for another 5 years from its
previous expiration date of December 31, 2000 to December 31, 2005, unless replaced sooner by
a comprehensive controlled accesdesys The purpose of the moratorium was to provide a

stable environment in the fishery necessary for evaluation and development of a more
comprehensive controlled access system for the entire commercial reef fish fishery.

Amendment 18A including supplenal EIS, RIR and IRFA, was implemented by NMFS in

September 2006. Among other actions, this amendment:

1 Required a NMF&pproved vessel monitoring system on board vessels with a commercial
reef fish permit, including charter vessels that also have a conaneef fish permit;

1 Prohibited persons on vessels with both commercial and charter vessel reef fish permits from
retaining reef fish caught under the recreational size, bag, and possession limits when
commercial quantities of reef fish are onboard,;

1 Adjusted the maximum crew size onboard a vessel issued a certificate of inspection (COIl)
when the vessel has both a commercial and charter/headboat permits for reef fish to the
minimum crew size required under the COI.

As part of the implementing regulatigiéMFS added provisions to change the permit
application process for all permits to an annual rather than biennial procedure, as well as
simplifying the income qualification documentation requirements for fisheries having income
criteria.

Secretarial Amendment 1, including a supplemental EIS, RIR, and IRFA, was initially
submitted to NMFS in September 2002 and was implemented in July 2004. It contaired a 10
year rebuilding plan for red grouper based eyedr intervals.

Amendment 22 including supplem&al EIS, RIR, and IRFA, was implemented in July 2005. It
modified the red snapper rebuilding plan to rebuild the red snapper stock by 2032.

Amendment 24 including EA, RIR, and IRFA, was implemented August 20@®stablished a
permanent limited aess system for the commercial sector for reef fRérmits issued under
the limited access system are renewable and transferable.

Amendment 2§ including supplemental EIS, RIR, and IRFA and implemented in January 2007,
established a commercial IFQ gram for red snapper. The amendment required that, for any
single fishing year, no person shall own IFQ shares that represent a percentage of the total, which
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exceeds the maximum percentage issued to a recipient at the time of the initial apportionment of
IFQ shares. It also restricted initial eligibility to persons possessing a Class 1 or Class 2 license,
and allocated initial IFQ shares proportionately among eligible participants based on average
annual landings. During the first 5 years of the progi&® shares/allocations can be

transferred only to individuals/vessels with a valid commercial reef fish permit and to United
States citizens and permanent resident aliens thereafter.

Amendment 27 including supplemental EIS, RIR, and RR#as implemeted in February
2008. Among the actions, the commercial size limit for red snapper was reduced to 13 inches
TL.

Amendment 29 including EIS, RIR, and RFA and implemented in January 2010, established
the commercial IFQ program for groupers and tilefisles with the RSIFQ programduring

the first 5 years of the program, IFQ shares/allocations can be transferred only to
individuals/vessels with a valid commercial reef fish permit and to United States citizens and
permanent resident aliens thereafter.

Amendment 30B including EIS, RIR, and RFA and implemented in 2009, addressed the
overfishing of gag. Among other actions, the amendment set interim allocations of gag and red
grouper catches between the recreational and commercial sectors. The ameitstnmeqguired

that all vessels with federal commercial or charter/headboat permits for reef fish must comply
with the more restrictive of state or federal reef fish regulations when fishing in state waters.

Amendment 31 including EIS, RIR, and RFA, wasiplemented in May 2010. The amendment
addressed sea turtle interactions with bottom longline fishing gear and included the following
management actions:
1 Longline endorsement requirementessels must have average annual reef fish landings
of 40,000 lbgyutted weight or more from 1999 through 2007;
1 Reef fish bottom longline fishing was restricted to outside thiafdtom depth contour
from June&’ August.

Amendment 32 including EIS, RIR, and RFA and effective in March 2012, established annual
catchlimits (ACL) and annual catch targets for 2012 through 2015 for gag and for 2012 for red
grouper. The amendment also:

T established a rebuilding plan for gag;

1 contained a commercial gag and shaleater grouper quota adjustment to account for

dead discards

1 made adjustments to the multse IFQ allocation provisions in the GFQ program; and

1 reduced the commercial gag size limit;

1 revised gag, red grouper, and shalwater grouper accountability measures.

Amendment 34 including EA, RIR, and RFA, was imghented in November 2012. The
amendment addressed crew size limits for -gheaimitted vessels (i.e., vessels with both a
charter/headboat and a commercial permit for reef fish), increasing the maximum crew size from
three to four. It also eliminated tkearned income qualification requirement for the renewal of
commercial reef fish permits.
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TheFramework Action to Set the 2013 Gag Recreational Fishing Season and Modify the
FebruaryMarch Shallowwater Grouper Closed Season, eliminated the February Igthrou
March 31 shallowwater grouper closure shoreward of 20 fathoms.

TheFramework Action to Retain 2016 Red Snapper Commercial Quota was implemented in
December 2015. The action withheld 4.9% of the 2016 commercial red snapper ACL prior to
the annual distbution of red snapper allocation to the IFQ shareholders on January 1, 2016.
This action allowed the allocations being established through Amendment 28 to be effective for
the 2016 fishing year.

Amendment 28 including EIS, RIR, and RFA, was implented in May 2016. The amendment
revised the commercial and recreational sector allocations of the red snapper ACLs, by shifting
2.5% of the commerci al sectords all ocation
allocations for red snapper were. 8% commercial and 51.5% recreational and were applied to
the 2016 quotasOn March 3, 2017, a U.S. district court vacated Amendment 28 and
subsequentlprdered that the sector quotas for 2017 be set consistent with the previous sector
allocations of 51%eommercial and 49% recreational.

Amendment 44 including EA, RIR, and RFA, was approved on December 21, 2017 (there was
no rulemaking associated with this amendment, and therefore no implementation date). The
amendment changed the minimum stock gireshold (MSST) for seven reef fish species,
including gag, red grouper, and red snapper to be equal to 50% of the biomass at maximum
sustainable yield. MSST is used to determine whether or not a stock is considered to be
overfished; if the biomass dfi¢ stock falls below the threshold then the stock is considered to be
overfished. Changing the MSST is not expected to affect management action as fishing is
primarily constrained by the overfishing definition. As long as overfishing is prevented, the
stock biomass should never drop to the MSST level.

Amendment 36A including EA, RIR, and RFArequired all reef fish permitted vessels landing
federally managed redish to land at approved locations and faiat least 3 hours, but no
more than 24 houtsefore landing. The amendment returns red snapper and gtoefishn
shares from noactivated IFQ accounts to NMFS for redistribution and allows NMFS to
withhold a portion of IFQ allocation at the start of the year equal to an anticipated quota
reducton. The actions to return nactivated shares and withhold quota in the event of an
anticipated quota decrease became effective July 12, 2018. The advance notice of landing
requirement became effective January 1, 2019.

TheFramework Action to Modify Mutton Snapper and Gag Management Measures was
effective on July 23, 2018. For gag, the action increased the commercial minimum size limit to
24 inches.

The Framework Action to Modify Red Grouper Annual Catch Limits and Annual Catch
Targets was implemented October 31, 2019. It reduced the catch limits for red grouper
consistent with a May 2019 emergency rule and following an interim red grouper assessment.
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CHAPTER 2. MANAGEMENT ALTERNATI VES

2.1 Action 1 - Permit Requirement

Alternative 1: No Action. Do not establish new requirements to obtain or maintainichatl
fishing quota (IFQ) shares.

Alternative 2: In order to obtain (transfer into a shareholder account) or maintain shares (hold
existing shares in a shareholder accowttshareholder accounts must be associated with a

valid or renewable commaat reef fish permit. A shareholder account is considered to be
associated with a permit if the permit has the exact same entities listed on both the shareholder
account and permit.

Alternative 3: In order to obtain (transfer into a shareholder accpontnaintain shares (hold
existing shares in a shareholder accowhtgyeholder accounts establisiadgr December 31,

2014 and that are still activeaust be associated with a valid or renewable commercial reef fish
permit. A shareholder account is considered to be associated with a permit if the permit has the
exact same entities listed on both the shareholder account and permit.

Alternative 4: In order to obtain (transfer into a shareholder account), or maintain shares (hold
existing shares in a shareholder accowtigreholder accounts establisiadgr October 2,

2019,(Reef Fish AP meeting dataid that are still activenust beassociated wh a valid or

renewable commercial reef fish permi.shareholder account is considered to be associated

with a permit if the permit has the exact same entities listed on both the shareholder account and
permit.

Alternative 5: In order to obtain (trafesr into a shareholder account), or maintain shares (hold
existing shares in a shareholder account), shareholder accounts estbligvath

implementation of this amendmentustbeassociated with a valid or renewable commercial reef
fish permit. A slreholder account is considered to be associated with a permit if the permit has
the exact same entities listed on both the shareholder account and permit.

Discussion

The red snapper individual fishing quota (FF®)) program began in 2007, and theuger

tilefish IFQ (GT-IFQ) program began in 2010. For the first 5 years of each program, only those
entities that possessed a valid or renewable Gulf of Mexico (Gulf) commercial reef fish permit
were eligible to receive shares and allocation. Duringetfiest 5 years, shareholder accounts
thatwere not associated withvalid Gulf commercial reef fish permit could maintain or

decrease their shares or allocation, but could not obtain additional shares or allocation, nor
harvest IFQ species. As of Januar 2012, for the RE-Q program, and January 1, 2015, for

the GTFIFQ program, any U.S. citizen or permanent resident is eligible to participate in the
respective program as a shareholder.
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Since implementation of the REQ program (and the GIFQ program thereafter), the amount

of shares helth accounts that are associatth a commercial permit for reef fish has

decreased, while the amount of shares me&ttcounts that are not asseedwitha commercial

reef fish permit has increased (Figure 1.1.1). In response to concerns that it may become
increasingly difficult and expensive for commercial fishermen to obtain IFQ shares in the future,
the Council is consideringnodifying public participation in the IFQ programs. In order to

promote access to IFQ shares for fishermen who coulddiisind land allocation, the Council is
consideringeinstating theequirement thaé shareholder account be associated with a
commercial reef fish penit. A shareholder account is considered to be associated with a permit
if the permit has the exact same entities listed on both the shareholder account and permit.

Alternative 1 (No Action) would continue to allow public participation in the IFQ proggand
shareholder accounts would not need tassociated witla commercial reef fish perrsit A
shareholder account is an IFQ account that may hold shares and/or allocation, and includes
accounts that only hold allocatio person who does not hold a valid or renewable commercial
reef fish permit could continue to openl&Q shareholder account; obtain, maintain, or transfer
sharesandtransfer (including buying, selling, gifting, etc.) allocation to other shareholder or
vessel accountdn other wordsany U.S. citizen or permanent residean continue to hold

shares and allocation, and transfer shares and allegaggardless of whether thgve the

ability to land IFQ species.

Alternatives 2-5 would require all osome sharehold@iccountdo be associated with a valid or
renewable commercial reef fish permit. A shareholder account is associated with a permit when
the exact same entities are listed on both the shareholder account and permit. A single individual
may belisted onmultiple accounts; see Section 1.3 for more on related accolirdisareholder
account in the name of a businessuld need to be associated wétlsingle permitssued to that
business, regardless of the number or owners of the busitiesgtiveshareholdeaccount is

defined as an account that has transferred allocation duriglér@aryearor an account

associated with a vessel that has landed allocation during theAsasuntactivity status is

determined yearly based on thatians taken by the account holder.

Table 2.1.1 provides informatidar 2015 and 2018n the number of permits that may be
available for shareholders that may need a commercial reef fish permit to comply with new
requirements.Throughout2015, there wre 868 valid or renewable commercial permits for reef
fish. Over the course of the year, 533 vessels with a commercial reef fish permit landed at least
one pound of reef fish species, which is an indication of the number of actively fished permits.
Thenumber of latent permits is estimated by subtracting the number of permits being fished
from the total number of permits. Within the IFQ online system in 2015, there @&re 7
shareholder accoungssociated witkommercial reef fish permit, although nditaf these

accounts were actively used by the account holder that year. Of bskareholder accounts
associated witlh commercial reef fish permit, there were 485 vessel accounts that recorded
landings of IFQ species. At the end of 2018, there ®4¥evalid or renewable commercial
permits for reef fish, of which 528 were used to land at least one pound of reef fish. Thus, 317
permits are considered latent for that year. pdéahe end of 2018, 458 IFQ accouassociated
with a reef fish permit made landings of IFQ species.
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Table 2.1.1. Commercial reef fish permits in relation to landings and IFQ accounts in 2015 and

2018.

2015 2018
Reef FishPermits 868 845
Vessels with reef fish landings 533 528
iLatentd permits 335 317

IFQ accountsassociatedvith Reef Fish Permits
With active IFQ account 763 736
With IFQ landings 485 458

Sources:2015 data fronNMFS SERO permit database accessed 4/22/2016 and Southeast Fisheries Science Center
(SEFSC) Coastal Loghooks accessed 4/25/2016. For 2018, permit database accessed 2/12/2020 and Coastal
Landings accessed May 2019.

The SEFSC Coastal logbook records were accessgetérmine the number of vessels that harvested reef fish and
this can be a proxy to determine the number of active reef fish permits.

Alternative 2 would require all shareholder accounts to be associated with a valid or renewable
commercial reef fisipermit to obtain or maintain shares. The shareholder accounts with shares
would be required to obtain a permit in the same name(s) as on the shareholder accounts or
divest their shares (see Action 2) once notified by the National Marine Fisheries SeMIES)

that they are no longer allowed to hold shares because they lack thegaopier A

shareholder account without an associated permit would still be allowed to obtain and maintain
allocation (e.g.dealers buying allocation for vessels that &ethen).

Alternatives 3 and4 are similar toAlternative 2 except that shareholder accounts established
beforethedate speciéd in thealternative would be able to obtain and maintain IFQ shares
regardless of whethénose accounts asssociateavith commercial reef fish perngit Table

2.1.2 provides asstimateof the number of accounts that may be required to obtain a
commercial reef fish permit, and the number of accounts that would be exempt from the
requirement to obtain a reef fish permit undéernatives 3 and4, based on the number of
shareholder accounts on February 25, 282@ Table 1.1.2)For Alternative 3, shareholder
accounts established before January 1, 2015, would be exempt from the requdment
associated with a commercialef fish permitand forAlternative 4, shareholder accounts
established before October 2, 2019, would be exémpt that requirementAlternative 3 is
intended to protect historical participants still holding shares in the IFQ programs, because those
that initially had a permit but then sold it would be allowed to continue to hold shares in the
program. Participants without permits and who were slaareholders in thguring theinitial 5
yearsof the respective IFQ prograrbout who obtained red snapper or groudefish shares

after January 1, 2015, would need to obtain a permit and link it to their shareholder account or
divest their shares percfion 2. Alternative 4 is intended to protect participants who obtained
shares after the IFQ programvereopen to any U.S. citizen or permanent resident, until the date
of a recent Council advisory panel meeti? members raised expressed concernstabo
Alternative 5, which would allowa lot of time for people to open accounts and continue to hold
shares without obtaining a commercial reef fish permit. Adopting the recommendation of the
AP, the Council addedlternative 4, which would allow the ownesf an account established as
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of the day of the meeting tabtain and maintain allocatiamithout having an associated
commercial reef fish permfe.g., allocation brokers).

Table 2.1.2. Estimates of the number of accounts that may be required to become associated
with a commercial reef fish permit and the number of accounts that would be exempt under
Alternatives 2-4.

Would be required to be | Would be exempt from
Alternative | associated with a permit permit requirement

2 314 0
3 64 250
4 4 310

Source:NMFS SERO IFQand permitslatabase Number of accounts with shares but no permit on
February 25, 2020, including active, initial, and suspended accounts.

Alternative 5 is the least restrictive alternativegardingshare ownershipecause itwould

allow all shareholders holding shares at the time this amendment is implemented to continue to
hold their shares accountwithout associated commercial reefifipermis. Any shareholder
account established prior to the implementation of the final rule for this amendment would be
allowed to obtain or maintain shares. Shareholder accounts established following
implementation of the final rule for this amendmemuld need to have a valid or renewable
commercial reef fish permitssociated witthe shareholder account to obtammaintainshares.
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2.2 Action 2 - Share Divestment

Note: Action 2 isapplicableonly if an alternative other than Alternative Iciwsen in Action 1.
Alternative 3 may be selected as prefeiredddition to selecting Alternative 1 or Alternative 2

A shareholder account is considered to be associated with a permit if the permit has the exact
same entities listed on both the shatdbr account and permit.

Alternative 1: No Action. If the Council requires some or all shareholder accounts to be
associated with a commercial reef fish permit in Action 1, shareholders must be in compliance
with the requiremertty the effective datefdhe final rule implementing this amendment, or the
shares will be reclaimed by NMFS.

Alternative 2: NMFS will reclaim all shares in shareholder account that is not associated with
a commercial reef fish permit:

Option 2a: 1 year following the effetive date of the final rule implementing this
amendment.

Option 2b: 3 years following the effective date of the final rule implementing this
amendment.

Option 2c: 5 years following the effective date of the final rule implementing this
amendment.

Alternative 3. After implementation of this amendment, if a shareholder account no longer has

an associated valid or renewable reef fish permit (i.e., the permit is transferred or is not renewed
within one year of the expiration date and is terminatedshhesholder(s) must divest of the
accountodos shares as needed to meet the requir
reclaimed by NMFS:

Option 3a: 1 year following the transfer or termination of the permit.

Option 3b: 3 years following the trafer or termination of the permit.

Option 3c: 5 years following the transfer or termination of the permit.
Discussion

If a shareholder account does not meet the criteria under Action 1, Alternalyése?2owner(s)

must divest of the shar@sthat account Owners of shareholder accounts would be required to
divest their shares (Action 1, AlternativeglRonce notified by NMFS that they no longer

qualify to hold shares under the IFQ program. If the account holder(s) did not divestrése sha

as required by NMFS, NMFS would reclaim those shares. The shares would be placed in the
NMFS account that currently contains the shares reclaimed through Amendment 36A, until such
time that the Council determines the method and recipients of the ¢ttabe addressed

through Amendment 36C).
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Alternative 1 (No Action) would nodelay the requirement ttave an account associated with a
commercial reef fish permiand thus, shareholders must be in compliance with the proposed
requirements put in place in Actiorby the effective date of the final rule implementing this
amendmentNMFS would reclaim shares imyaaccount required to be associated with a
commerciakeef fish permit per Action 1 that is not associated with a permit at that time.
Further, undeAlternative 1, afterthe implementation of this amendmelMFS would reclaim
sharedrom a shareholder accoutftatis no longerassociated with a commercralef fish permit
because, for example, that permit is transferred or terminated

Alternative 2 would providethe owner(s) of a shareholder accoilnatt is not associated with a
commercial reef fish permit as requireg Action 1aperiodof time after he implementation of

this amendmertb associate their account with a permit or to divest their shares. If they do not
divest their shares within the time allotteddptions 2a2c, NMFS would reclaim the shares.
Alternative 3 addresses shareholder aausuthat lose an association with a commercial reef

fish permit as required in Action 1 after tineplementation of this amendmaeantd provides a
periodof time during which the shareholder can reestablish that association with a permit
(Options 3a3c) or the shares would be reclaimed by NMFS. A shareholder would be out of
compliance if the account is no longer associated with a valid or renewable permit linked to their
account, either because the permit was transferred or allowed to terminate.

Alternativ es 2and3 have optionghat specifythe amount of time a shareholdeth an account
that is not associated with a commerciaf fesh permit would have to either obtain a permit or
divesttheshares. The shortest period provite@ption a of each akrnative, which allowsne
yearfrom the effective datef the final rule implementing this amendme@p(ion 2a) or one
year following the transfer or termination of the perr@ption 3a). Option b of each
alternativeprovides a 3year periodrom the dfective date of the final rule implementing this
amendment@ption 2b), or 3 years following the transfer or termination of the per@yition
3b). Option c of each alternativprovides the longest time period, allowing 5 yeémsm
implementation othis amendmeniJption 2c) or following the transfer or termination of the
permit Option 3c). The longer the time period a shareholder has before the required divestment
of shares, the longer the shareholdertbansider alternatives to divestméirg., associating
the account with a permit)
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CHAPTER 3. AFFECTED ENVIRONMENT

3.1 Description of the Fishery

Fishing in the Gulf of Mexdo (Gulf) is divided into two broad sectoreommercial and
recreational.Management of the commercial and recreational sectors fishing for reef fish in

federal watersf the Gulfbegan in 1984 with the implementatiohthe Fishery Management

Planfor the Reef Fish Resources in the Gulf of MexiReef Fish FMP) The Reef Fisi-MP

has been continuously amended through plan amendments and framework paooagly

known as regulatory amendments). A summary of reef fish management actioed@amdoon

theGul f of Mexi co Fi s h eCoyncivempameal €nesently, theGeeifishc i | 6 s
fishery management urgbntains 31 species (see Sectid}).3The commercial harvest of 13 of

these species are managed umdévidualfishingquota (IFQ) programg¢Table 1.1.1).

The actions in this amendment affect management aivheommercial IFQ programs in the
Gulf. Thus the remainder of this section focuses on the commercial sext@rovides
information orthe number ofcommerciavessel permits, and annuajuotasandlandings for
species managed under the IFQ programs.

The red snapper IFQ (REQ) program began on January 1, 2007 (GMFMC 2006) and is a
single species program. The mudpiecies groupdrlefish IFQ (GTIFQ) program began on
January 1, 2010 (GMFMC 2008a), and includes five share categories. Two shgodesdee
represented by single species (gag grouper (GG) and red grouper (RG)) and three share
categories include multipkpecies (deemater grouper (DWG) includes snowy grouper,

speckled hindwarsaw grouper, and yellowedge grouper; shaliater grouper (SWG) includes
black grouper, scamp, yellowfin grouper, and yellowmouth grouper; and tilefish (TF) includes
blueline tilefish, golden tilefish, and goldface tilefish). The IFQ programs prokatelsolders

with allocation at the beginning of each year, which may be harvested by the shareholder or
transferred to another IFQ progrggmar t i c i p ant dos hawests Beedusethe c o u n t
allocation can be landed at any time, the program alfomgearround harvest opportunity
provided that a vessel has sufficient allocation for a given spesess Section 1.3 for additional
information on the | FQ programds online syste

A commercial vessel permit for reef fish is requifedthecommercial harvest of reef fish
speciefrom the Gulfexclusive economic zon&EZ). Commercial reef fish permits are under a
moratorium and are thus limited access; no new permits are avalainemercial permits are
valid for fishing foroneyear and may be renewed up to one year after the date of expiration;
those permits that have expired within one year are termed renevigatkevalid and renewable
permits may be transferred to anotbperator and vesseAs of December 31, 2018herewere

a total of845valid or renewable commercipermit for reef fish Of these, 99.3% provide a
mailing address in a Gulf state (Table 3.1.1). These vessels must have a vessel monitoring
system onboardA detailed description of the fishing gears anethods used in the commercial
reef fish fishery is provided in Amendment 1 to the Reef Fish FEBRFMC 1989).

4 http://qulfcouncil.org/fisherymanagement/
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Table 3.1.1. Number and percentage of vessels with a commercial permit for reef fish by state
as of December 31, 2018.

Only vessels with a valid reef fish permit dzervest reef fish in the EEZ, and those that use

bott om

longline endorsementlo harvest IFQ species, a vessel permit musisiseciated witla
shareholder account,sal calledan IFQ accountandmustpossess sufficient allocation for the

Year Number Percent
AL 38 4.5%
FL 667 80.1%
LA 43 5.1%
MS 7 0.8%
TX 74 8.8%
Subtotal 839 99.3%
Other 6 0.7%
Total 845 100.0%

Source: NMFS SER@ermit database last updated

9/27/2019.

|l ongl ine

gear i

n

the EEZ

east

of

85U30

species to be harvested. IFQ shares and allocation are transferable and eligible vessels can
receive allocation from other IFQ participan®able 3.1.2 provides the commercial largs
from 2010 through2018 for IFQmanaged speciemd the percentage of the quota landed each

year
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Table 3.1.2. Commercial landings for IFghanaged species by share category in pounds gutted
weight @w; 20102018).
RS Landings % Landings % Landings %

(Ibs gw) | Quota e (Ibs gw) | Quota e (Ibs gw) | Quota
2010| 3,056,044 96% 2010| 2,913,858 51% 2010 493,938 35%
2011] 3,238,335 98% 2011 4,782,194 91% 2011 320,137| 74%
2012| 3,636,395 98% 2012| 5,217,205 97% 2012| 525,066 93%
2013| 4,908,598 97% 2013]| 4,594,672 83% 2013| 579,664 82%
2014 5,016,056 99% 2014| 5,497,993 98% 2014 689,513 83%
2015| 6,472,261 99% 2015| 4,784,992 84% 2015| 554,941 59%
2016 6,057,498 99% 2016| 4,631,388 60% 2016 777,190 83%
2017| 6,287,083 100% 2017| 3,377,210 43% 2017| 443,156 47%
2018| 6,285,704 100% 2018| 2,404,300 31% 2018| 451,914 48%

Landings % Landings % Landings %

e (Ibs gv%) Quota SWie (Ibs gv%) Quota TF (Ibs gv%) Quota
2010| 624,762 61% 2010, 158,234 39% 2010| 249,708 57%
2011 779,519 76% 2011, 186,235 45% 2011| 386,134 88%
2012| 963,835 86% 2012 300,367 59% 2012| 451,121 78%
2013| 912,923 82% 2013| 307,846 59% 2013| 440,091 76%
2014 1,048,142 94% 2014| 263,251 50% 2014| 517,268 89%
2015 911,339 83% 2015| 282,338 54% 2015| 537,512 92%
2016| 867,040 85% 2016, 358,163 68% 2016| 429,003 74%
2017| 821,899 80% 2017| 239,046 46% 2017| 484,895 83%

2018, 817,452 80% 2018| 224,161 43% 2018 386,138 66%
Source: Red snapper landings from Table 11 in NMFS 2019a; grouper and tilefish landings from Table 16 in NMFS
2019h. Landings are providéu gutted weight and can be converted to whole weight by multiplying red snapper
landings by 1.1; grouper by 1.05, and tilefishes by 1.12.
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3.2 Description of the Physical Environment
General Description of the Physical Environment

The physical environmeifior Gulf reef fish is detailed in the Environmental Impact Statement
for the Generic Essential Fish Habitat (EFH) Amendment (GMFMC 20G4mgric

Amendment 3GMFMC 2005) and the Generic Annual Catch Limits/Accountability Measures
(ACL/AM) Amendment (GMFMC 2011a), which are hereby incorporated by reference.

The Gulf has a total area of approximately 600,000 square miles (1.5 millnikaiuding

state waters (Gore 1992). It is a seanclosed, oceanic basin connected to the Atlantic Ocean

by theStraits of Florida and to the Caribbean Sea by the Yucatan Channel (Figure 3.2.1).
Oceanographic conditions are affected by the Loop Current, discharge of freshwater into the
northern Gulf, and a semiermanent, anityclonic gyre in the western Gulf. &lGulf includes

both temperate and tropical waters (McEachran and Fechhelm 2005). Gulf water temperatures
range from 54° F to 84° F (12° C to 29° C) depending on time of year and depth of water. Mean
annual sea surface temperatures ranged from 73 8lgthB3° F (228° C) including bays and
bayous (Figure 3.1.1) between 1982 and 2009, according to satelited measurements

(NODC 2011} In general, mean sea surface temperature increases from north to south with
large seasonal variations in shallovaters.

General Description of the Reef Fish Physical Environment

In general, reef fish are widely distributed in the Gulf, occupying both pelagic and benthic
habitats during their life cycle. A planktonic larval stage lives in the water columneaglda
zooplankton and phytoplankton (GMFMC 2004a). Juvenile and adult reef fish are typically
demersal and usually associated with bottom topographies on the continental shelf (less than 100
m) which have high relief, i.e., coral reefs, artificial reedgky hardbottom substrates, ledges

and caves, sloping sdfibttom areas, and limestone outcroppings. However, several species are
found over sand and sdibttom substrates. For example, juvenile red snapper are common on
mud bottoms in the northernu@, particularly off Texas through Alabama. Also, some juvenile
snapper (e.g., mutton, gray, red, dog, lane, and yellowtail snappers) and grouper (e.g., goliath,
red, gag, and yellowfin groupers) are associated with inshore seagrass beds, mangr@& estuar
lagoons, and larger bay systems.

5NODC 2011: http://accession.nodc.noaa.gov/0072888
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Figure 3.2.1. Physical environment of the Gulf, including major feature names and mean annual
sea surface temperatuas derived from the Advanced Very High Resolution Radiometer
Pathfinder Version 5 sea surface temperature daatset/accession.nodc.noaa.gov/0072388

Historic Places

With respect to the Nathal Register of Historic Places, there is one site listed in the Gulf. This
is the wreck of th&).S.S. Hatteradocated in federal waters off Texas. Historical research
indicates that over 2,000 ships have sunk on the Federal Outer Continental St uif

between 1625 and 1951; thousands more have sunk closer to shore in state waters during the
same period. Only a handful of these have been scientifically excavated by archaeologists for
the benefit of generations to come. Further informatiorbeaiound at the Bureau of Ocean
Energy Manage®ment 6s website

Northern Gulf of Mexico Hypoxic Zone

Every summer in the northern Gulf, a large hypoxic zone forms. It is the result of allochthonous
materials and runoff from agricultural lands by rivershte Gulf, increasing nutrient inputs from

the Mississippi River, and a seasonal layering of waters in the Gulf. The layering of the water is
temperature and salinity dependent and prevents the mixing of higher oxygen content surface

8 http://www.boem.gov/EnvonmentaiStewardship/Archaeology/Shipwrecks.aspx
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water with oxygerpoor bottom water. For 2019, the extent of the hypoxic area was estimated to
be 6,952 square miles and ranks as the eighth largest event over the past 33 years the area has
been mapped.The hypoxic conditions in the northern Gulf directly affect less tadignthic
macroinvertebrates (e.g., polychaetes) by influencing density, species richness, and community
composition (Baustian and Rabalais 2009). However, more mobile macroinvertebrates and
demersal fishes (e.g., gray snapper) are able to detect Imselved oxygen levels and move

away from hypoxic conditions. Therefore, although not directly affected, these organisms are
indirectly affected by limited prey availability and constrained available habitat (Baustian and
Rabalais 2009; Craig 2012).

Greenhouse Gases

The Intergovernmental Panel on Climate Chdmge indicated greenhouse gas emissions are

one of the most important drivers of recent changes in climate. Wilson et al. (2014) inventoried
the sources of greenhouse gases in the Gulf from sources associated with oil platforms and those
associated withtber activities such as fishing. A summary of the results of the inventory are
shown in Table 3.2.1 with respect to total emissions and from fishing. Commercial fishing and
recreational vessels make up a small percentage of the total estimated gregab@usissions

from the Gulf (2.04% and 1.67%, respectively).

Table 3.2.1. Total Gulf greenhouse gas emissions estimates (tons per year [tpy]) from oil
platform and noyoil platform sources, commercial fishing, and percent greenhouse gas
emissions from@ammercial fishing vessels of the total emissibnBata are for 2011 only.

Emission source CO2 GregT_'h4ouse Gas NO Total CO2¢e**
Oil platform 5,940,330 225,667 98 11,611,272
Non-platform 14,017,962 1,999 2,646 14,856,307
Total 19,958,292 227,665 2,743 26,467,578
Commercial fishing 531,190 3 25 538,842
Recreational fishing 435,327 3 21 441,559
Percent commercia 2.66% >0.01% 0.91% 2.04%
fishing

Percent recreationa 2.18% >0.01% 0.77% 1.67%
fishing

*Compiled from Tablesd.1, 612, and €13 inWilson et al. (2014). **The C@equivalent (CQe) emission
estimates represent the number of tons of @@issions with the same global warming potential as one ton of
another greenhouse gas (e.g.+@Hd NO). Conversion factors to Ggare 21 for CHand 310 for NO

7 http://qulfhypoxia.net
8 https://www.ipcc.ch/srocc/
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3.3 Description of the Biological Environment

The biological environment of the Gulf, including the species addressed in this amendment, is
described in detail in the Generic EFH Amendment (GMFMC 2004a), Generic ACL/AM
Amendment (GMFMC 201a), and Reef Fish Amendments 28 (GMFMC 2015) and 40
(GMFEMC 2014) and is incorporated here by reference and further summarized below.

General Information on Reef Fish Species

The National Ocean Service (NOS) collaborated with the National Marine Est8atvice

(NMFS) and the Gulf of Mexico Fishery Management Council (Council) to develop distributions
of reef fish (and other species) in the Gulf (SEA 1998). The NOS obtained fisdependent

data sets for the Gulf, including Southeast Area Monitpaind Assessment Program and state
trawl surveys. Data from the Estuarine Living Marine Resources Program (ELMRP) contain
information on the relative abundance of specific species (highly abundant, abundant, common,
rare, not found, and no data) for aisgiof estuaries, by five life stages (adult, spawning, egg,
larvae, and juvenile) and month for five seasonal salinity zor@b(®.55, 515, 1525, and

greater than 25 parts per thousand). NOS staff analyzed these data to determine relative
abundane of the mapped species by estuary, salinity zone, and month. For some species not in
the ELMRP database, distribution was classified as only observed or not observed for adult,
juvenile, and spawning stages.

Reef fish are widely distributed in the Gulf, occupying both pelagic and benthic habitats during
their life cycle. Habitat types and life history stages can be found in more detail in GMFMC
(2004a). In general, both eggs and larval stages are plankt@me feed on zooplankton and
phytoplankton. Exceptions to these generalizations include gray triggerfish, which lay their eggs
in depressions in the sandy bottom (Simmons and Szedlmayer 2012), and gray snapper whose
larvae are found around submergedatic vegetation. Juvenile and adult reef fish are typically
demersal, and are usually associated with bottom topographies on the continental shelf (less than
328 feet; less than 100 m) which have high relief, i.e., coral reefs, artificial reefs, sodky h

bottom substrates, ledges and caves, slopingosttibm areas, and limestone outcroppings.
However, several species are found over sand arbestbim substrates. Juvenile red snapper

are common on mud bottoms in the northern Gulf, particulariy ffexas to Alabama. Also,

some juvenile snappers (e.g., mutton, gray, red, dog, lane, and yellowtail snappers) and groupers
(e.g., goliath grouper, red, gag, and yellowfin groupers) have been documented in inshore
seagrass beds, mangrove estuaries, lay@o larger bay systems (GMFMC 1981). More

detail on hard bottom substrate and coral can be found in the FMP for Corals and Coral Reefs
(GMFMC and SAFMC 1982).

Status of Reef Fish Stocks

The Reef Fish FMP currently encompasses 31 species (Taldle EBeven other species were
removed from the FMP in 2012 through tBeneric ACL/AM AmendmentGMFMC 2011a)
The NMFS Office of Sustainable Fisheries updates its Status of U.S. Fisheries Report to
Congres$on a quarterly basis utilizing the most current stock assesamamhation. Stock

° https://www.fisheries.noaa.gov/national/populatamsessments/fishesjockstatusupdates
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assessments and status determinations have been conducted and designated for 12 stocks and can
be found on the Counéfland Southeast Data, Asse®nt and Review (SEDAR)websites. Of
the 12 stocks for which stock assessments have been conductedi therter report of the
2020 Status of U.S. Fisheries classifies only one as overfished (greater amberjack), and two
stocks as undergoing ovetfiag (gray snapper argieater amberjagk Reef fish species
managed under IFQ programs includd snappergag, red groupeshallowwater grouper

(black grouper, scamp, yellowfin grouper, and yellowmouth grougeepwater grouper (des
snowy grouperspeckled hind, warsaw grouper, and yellowedge grougettilefish (blueline
tilefish, golden tilefish, and goldface tilefishiNone of these species is currently considered
overfished or undergoing overfishing (Table 3.3 The status of both assedsend unassessed
stocks, as of the writing of this report is provided in Table 3.Bdwever, it should be noted
thatalthoughgray triggerfish and red snappse not overfished, these stoeks under

rebuilding plans.

A stock assessment was conaualctor Atlantic goliath grouper (SEDAR 47 2016)he

Scientific and Statistical CommitteBS C) accepted the assessmentaos
stock was not overfished nor experiencing overfishing. Although the SSC determined Atlantic
goliath groupeto not be experiencing overfishing based on annual harvest remaining below the
overfishing limit (OFL), the SSC deemed the assessnwrguitable for stock status

determination and management advice.

Stock assessments were conducted for seven reestdicks using the Data Limited Methods

Tool (DLMTool; SEDAR 49 2016).These stocks are identified in Table 3.3.is method

allows the setting of OFL and acceptable biological catch (ABC) based on limited data and life
history information, but does nptovide assessmebhtsed status determinations. Data were
requested fothesestocks but it was determined not enough information was available to

complete an assessment even using the DLMTool. These stocks are not experiencing
overfishing based on anru@arvest remaining below the OFL, but no overfished status
determination has been made (Table 3.3.1). Lane snapper was the only stock with adequate data
to be assessed using the DLMTool methods resulting in OFL and ABC recommendations by the
SSC.

The remaining species within the Reef Fish FMP have not been assessed at this time. Therefore,
their stock status is unknown (Table 3.3.1). For those species that are listed as not undergoing
overfishing, that determination has been made based on the anmveaat hamaining below the

OFL. Scamp is undergoing a research track assessment at this time.

10www.gqulfcouncil.org
1 hitp://sedarweb.org/
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Table 3.3.1. Status of species in the Reef Fish FMP grouped by family

Stock Status Most recent
Common Name Scientific Name Overfishing | Overfished assessment
9 or SSC workshop
Family Balistidae i Triggerfishes
gray triggerfish | Balistes capriscus | N [N | SEDAR 43 2015
Family Carangidaei Jacks
greater amberjack Seriola dumerili Y Y SEDAR 33 Update
2016a
lesseramberjack Seriola fasciata N Unknown SEDAR 49 2016
almaco jack Seriola rivoliana N Unknown SEDAR 49 2016
banded rudderfish Seriola zonata Unknown Unknown
Family Labridae i Wrasses
hogfish | Lachnolaimus maximus | N [N | SEDAR 37 2014
Family Malacanthidaei Tilefishes
tilefish (golden) Lopholatilus N N SEDAR 22 2011a
chamaeleonticeps
blueline tilefish Caulolatilus microps Unknown Unknown
goldface tilefish Caulolatilus chrysops Unknown Unknown
Family Serranidaei Groupers
gag Mycteroperca microlepis N N SEDAR 33 Update
2016b
red grouper Epinephelus morio N N SEDAR 61 2019
scamp Mycteroperca phenax Unknown Unknown
black grouper Mycteroperca bonaci N N SEDAR 19 2010
yellowedge grouper | Hyporthodus flavolimbatus | N N SEDAR 22 2011b
showy grouper Hyporthodus niveatus N Unknown SEDAR 49 2016
speckled hind Epinephelusirummondhayi | N Unknown SEDAR 49 2016
yellowmouth grouper | Mycteroperca interstitialis | N Unknown SEDAR 49 2016
yellowfin grouper Mycteroperca venenosa Unknown Unknown
warsaw grouper Hyporthodus nigritus N Unknown
*Atlantic goliath Epinephelus itajara N Unknown SEDAR 47 2016
grouper
Family Lutjanidae 7 Snappers
gueen snapper Etelis oculatus N Unknown
mutton snapper Lutjanus analis N N SEDAR 15A Update
2015
blackfin snapper Lutjanus buccanella N Unknown
red snapper Lutjanus campechanus N N SEDAR 31 Update
2015
cubera snapper Lutjanus cyanopterus N Unknown
gray snapper Lutjanus griseus Y N
lane snapper Lutjanus synagris N Unknown SEDAR 49 2016
silk snapper Lutjanusvivanus Unknown Unknown
yellowtail snapper Ocyurus chrysurus N N SEDAR642019
vermilion snapper Rhomboplites aurorubens | N N SEDAR 45 2016
Wenchman Pristipomoides aquilonaris | N N SEDAR 49 2016

Note: *Atlanticgoliath grouper is a protected grouper (i.e., ACL is set at zero) and benchmarks do not reflect
appropriate stock dynamics.
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Bycatch of Managed Finfish Species

Many of the reef fish species-o@cur with each other and can be incidentally caught when
fishermen target certain species. In some cases, these fish may be discarded for regulatory
reasons and thus are considered bycatch. Bycatch practicability analyses have been completed
for red snapper (GMFMC 2004b, GMFMC 2007, GMFMC 2014, GMFMC 2015), group
(GMFMC 2008b, GMFMC 2009, GMFMC 2010, GMFMC 2011b, GMFMC 2012a), vermilion
snapper (GMFMC 2004c, GMFMC 2017c), greater amberjack (GRIR@08c, GMFMC

2012b, GMFMC 20174 gray triggerfish (GMFMQ012c), and hogfish (GMFMC 2016

These analyses examinte effects of fishing on these species. In general, these analyses have
found that reducing bycatch provides biological benefits to managed species as well as benefits
to the fishery through less waste, higher yields, and less forgone yield. Howesgnedrcases,
actions are approved that can increase bycatch through regulatory discards such as increased
minimum sizes and closed seasons. Under these circumstances, there is some biological benefit
to the managed species that outweigh any increaséscards from the action.

Protected Species

NMFS manages marine protected species in the Southeast region under the Endangered Species
Act (ESA) and the Marine Mammal Protection Act (MMPA). A very brief summary of these

two laws and more information @&vailable on NMFS Office of Protected Resources wel3site

There are 21 ESAisted species of marine mammals, sea turtles, fish, and corals that may occur

in the EEZ of the Gulf. There are 91 stocks of marine mammals managed within the Southeast
region pus the addition of the stocks such as North Atlantic right whales, and humpback, sei, fin,
minke, and blue whales that regularly or sometimes occur in Southeast region managed waters
for a portion of the year (Hayes et al. 801All marine mammals in U.Svaters are protected

under the MMPA.

Of the four marine mammals that may be presen
the sperm, sei, and Gulf of Mexico Brydeds wh
Brydeds whal sidentdbaleen whdies in thenQuly. Manatees, listed as threatened

under the ESA, also occur in the Gulf and are the only marine mammal species in this area
managed by the U.S. Fish and Wildlife Service.

The gear used by the Gulf reef fish fishery is ¢faegbin the MMPA 2019 List of Fisheries as a
Category lll fishery (84 FR 22051). This classification indicates the annual mortality and

serious injury of a marine mammal stock resulting from any fishery is less than or equal to 1% of
the maximum numberf@nimals, not including natural mortalities, that may be removed from a
marine mammal stock while allowing that stock to reach or maintain its optimum sustainable
population. Dolphins are the only species documented as interacting with the reef digh fish
Bottlenose dolphins prey upon bait, catch, and/or released discards of fish from the reef fish
fishery. They are also a common predator around reef fish vessels, feeding on the discards.
Marine Mammal Stock Assessment Reports and additional infanmare available on the

NMFS Office of Protected Species webste.

12 https://www.fisheries.noaa.gov/about/offipeotectedresources
13 https://www.fisheries.noaa.gov/national/marmammalprotection/marinanammailstockassessmeneports

speciesstock
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Sea turtles, fish, and corals that are listed as threatened or endangered under the ESA occur in the
Gul f . These include the foll owlbggeggheadsi x speci
(Northwest Atlantic Ocean distinct population segment (DPS)), green (North Atlantic and South
Atlantic DPSs), leatherback, and hawksbill); five species of fish (Gulf sturgeon, smalltooth

sawfish, Nassau grouper, oceanic whitetip shark and gianta ray); and six species of coral

(elkhorn, staghorn, lobed star, mountainous star, boulder star, and rough cactus). Critical habitat
designated under the ESA for smalltooth sawfish, Gulf sturgeon, and the Northwest Atlantic

Ocean DPS of loggerhead sadles occur in the Gulf, though only loggerhead critical habitat

occurs in federal waters.

The most recent biological opinion (BiOp) for the Reef Fish FMP was completed on September
30, 2011. The BiOp determined thperationof the Gulf reef fish fieery managed under the

Reef Fish FMP is not likely to adversely affect E#ied marine mammals etkhorn and
staghorrcoral, and was not likely to jeopardize the continued existence of sea turtles

(l ogger head, Kempos r i drbaeky or snmlitoete sawfishh Sinc&k s b i | |
issuing the opinion, in memoranda dated September 16, 2014, and October 7, 2014, NMFS
concluded that the activities associated with the Reef Fish FMP is not likely to adversely affect
critical habitat for the Northwegttlantic Ocean loggerhead sea turtle DPS and four species of
corals (obed star, mountainous star, boulder star, and rough facumsSeptember 29, 2016,

NMFS requested reinitiation of Section 7 consultation on reef fish fishing managed by the Reef
FishFMP because new species (i.e., Nassau grouper [81 FR 42268] and green sea turtle North
Atlantic and South Atlantic DPS81 FR 20057)]were listed under the ESA that may be

affected by thdishery. NMFS documented a determination thatdperation of thdishery

during the reinitiation period is not likely to adversely affect these species.

On January 22, 2018, NMFS published a final rule (83 FR 2916) listing the giant manta ray as
threatened under the ESA. On January 30, 2018, NMFS published algn@3 &R 4153)

listing the oceanic whitetip shark as threatened under the ESA. In a memorandum dated March
6, 2018, NMFS revised the request for reinitiation of consultation on the Reef Fish FMP to
address the listings of the giant manta and oceanietiyhitin that memorandum, NMFS also
determined thdishingunder the Reef Fish FMP during the extendenhiteation period will not
jeopardize the continued existence of the giant manta ray, oceanic whitetip shark, Nassau
grouper, or théorth Atlanticand South Atlantic DPSs of green sea turtles

NMFS published a final rul e on April 15, 2019
a memorandum dated June 20, 2019, NMFS revised the reinitiation request to include the Gulf

Br yde 6s wthrmihedthasfishthg whder the Reef Fish FMP during thénrgation

period will not jeopardize the continued existence of any of the newly listed species discussed
above.
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Climate Change

Climate change projections predict increases irsseface temerature and sea level; decreases

in seaice cover; and changes in salinity, wave climate, and ocean circutatidrese changes

are likely to affect plankton biomass and fish larvae abundance that could adversely affect fish,
marine mammals, seabirds, ayakan biodiversity. Kennedy et al. (2002) and Osgood (2008)

have suggested global climate change could affect temperature changes in coastal and marine
ecosystems that can influence organism metabolism and alter ecological processes such as
productivityand species interactions, change precipitation patterns and cause a rise in sea level.
This could change the water balance of coastal ecosystems; altering patterns of wind and water
circulation in the ocean environment; and influence the productivityitafatrcoastal

ecosystems such as wetlands, estuaries, and coral reefs. The National Oceanic and Atmospheric
Association (NOAA) Climate Change Web PoRtalredicts the average sea surface temperature

in the Gulf will increase by-B°C for 20162070 compaed to the average over the years 1950

2010. For reef fishes, Burton (2008) speculated climate change could cause shifts in spawning
seasons, changes in migration patterns, and changes to basic life history parameters such as
growth rates. The smooth peffand common snook are examples of species for which there has
been a distributional trend to the north in the Gulf. For other species, such as red snapper and the
dwarf sand perch, there has been a distributional trend towards deeper waters. Fishother
species, such as the dwarf goatfish, there has been a distributional trend both to the north and to
deeper waters. These changes in distributions have been hypothesized as a response to
environmental factors, such as increases in temperature.

The dstribution of native and exotic species may change with increased water temperature, as
may the prevalence of disease in keystone animals such as corals and the occurrence and
intensity of toxic algae blooms. Hollowed et al. (2013) provided a reviewogqted effects of
climate change on the marine fisheries and dependent communities. Integrating the potential
effects of climate change into the fisheries assessment is currently difficult due to the time scale
differences (Hollowed et al. 2013). ThselHeries stock assessments rarely project through a time
span that would include detectable climate change effects. However, some stocks, including
gray snapper, have shown increases in abundance in the northern Gulf (Fodrie et al. 2010) and
Texas estuarge(Tolan and Fisher 2009) during the interval between 1979 and 2006. This may
be a result of increasing water temperatures in coastal environments.

Deepwater HorizorMC252 QOil Spill

The presence of polycyclic aromatic hydrocarbons (PAH), which are highly toxic chemicals that
tend to persist in the environment for long periods of time, in marine environments can have
detrimental impacts on marine finfish, especially during the moreevaible larval stage of

development (Whitehead et al. 2012). When exposed to realistic, yet toxic levels of PAbIs (1

eg/ L), greater amberjack | arvae develop cardi
(Incardona et al. 2014). The future reproduesuccess of lonlived species, including red

drum and many reef fish species, may be negatively affected by episodic events resulting in
high-mortality years or low recruitment. These episodic events could leave gaps in the age

14 http://www.ipcc.ch/
15 https://www.esrl.noaa.gov/psd/ipcc/
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structure of the populatn, thereby affecting future reproductive output (Mendelssohn et al.
2012). Other studies have described the vulnerabilities of various marine finfish species, with
morphological and/or life history characteristics similar to species found in the Cailfsfolls

and dispersants (Hose et al. 1996; Carls et al. 1999; Heintz et al. 1999; Short 2003).

Increases in histopathological lesions were found in red snapper in the area affected by the oll,
but Murawski et al. (2014) found that the incidence ableshad declined between 2011 and

2012. The occurrence of such lesions in marine fish is not uncommon (Sindermann 1979;
Haensly et al. 1982; Solangi and Overstreet 1982; Khan and Kiceniuk 1984, 1988; Kiceniuk and
Khan 1987; Khan 1990). Red snapper dias also affected after the spill. A decrease in
zooplankton consumed, especially by adults (greater than 400 mm total length) over natural and
artificial substrates may have contributed to an increase in the consumption of fish and
invertebrate prey more so at artificial reefs than natural reefs (Tarnecki and Patterson 2015).

In addition to the crude oil, over a million gallons of the dispersant, Corexit 500 applied

to the ocean surface and additional hundreds of thousands of gallons ofatispais pumped

to the miledeep wellhead (National Commission 2010). No lasgae applications of

dispersants in deep water had been conducted unfilebpwater HorizotMC252 oil spill.

Thus, no data exist dhe environmental fate of dispersants in deep water. The effect of aill,
dispersants, and the combination of oil and dispersants on fishes of the Gulf remains an area of
concern.

Red Tide

Red tide is a common name for harmful algal blooms caused by species of dinoflagellates and
other organisms that cause the water to appear to be red. Red tide blooms occur in the Gulf
almost every year, generally in late summer or early fall. They aseaommon off the central

and southwestern coasts of Florida between Clearwater and Sanibel Island but may occur
anywhere in the Gulf. More than 50 species capable of causing red tides occur in the Gulf, but
one of the besktnown species iKarenia brevis This organism produces toxins capable of

killing fish, birds and other marine animafs.

The effects of red tide on fish stocks have been well established. In 2005, a severe red tide event
occurred in the Gulf along with an associated large declinaiitiple abundance indices for red
grouper, gag, and other species thought to be susceptible to mortality from red tide events. lItis
unknown whether mortality occurs via absorption of toxins across gill membranes (Abbott et al.
1975, Baden 1988), ingesti of toxic biota (Landsberg 2002), or from some indirect effect of

red tide such as hypoxia (Walter et al. 2013). In 2018, a severe red tide event occurred off the
southwest coast of Florida from Monroe County to Sarasota County that persisted fdranore t

10 months; the impacts on fish stocks will likely be considered in future stock assessments.

16 http://myfwc.com/research/redtide/general/about/
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3.4 Description of the Economic Environment

A description of the reef fish stocks affected by the actions considered in this amendment is
provided in Section 3. Additional details on the economic environment of thdlR@and GF
IFQ programs are provided in Reef Fish Amendment 36A (GMFMC&0This amendment
does not contain management measures that would affect the recreational sector and thus
additional etails on the economic environment of that sector are not provided here. Recent
descriptions and performance information related to théR&land RSIFQ programs are
included in the 5year review of the GIFQ program (GMFMC and NMFS 2018), the Gulf of
Mexico 20D Red Snapper Individual Fishing Quota Annual Report (NMFEZ2Pand the Gulf
of Mexico 20B GrouperTilefish Individual Fishing Quota Annual Report (NMFS22D).

These reports include detailed information on program participants, prograryaqgtiata,
landings, price information, and enforcement. The information in those reports is incorporated
here by reference.

3.4.1 Permits

Any fishing vessel that harvests and sells any of the reef fish species, including red grouper,
managed under the reef fish FMP from the Gulf EEZ must have a valid Gulf commercial reef
fish permit. The commercial sector of the reef fish fishery has bemmaged under a limited
access program since 1992, which in turn capped the number of commercial reef fish permits.
Therefore, new entrants must buy a permit in order to participate in the commercial Asctor.
shown inTable3.4.1.1,the number of pernstthat were valid or renewable in a given year has
continually decreased in the years after thellR@ program was implemented in 2007. This
decline continueafterthe GTIFQ program was implemented in 2010, but at a slower rate,
particularly after 2015As of February 27, 2020, there were 834 valid or renewable commercial
reef fish permits, 763 of which were valid. A renewable permit is an expired limited access
permit that cannot be actively fished, but can be renewed for up to one year afteragxpirati

Table 3.4.1.1 Number ofvalid orrenewablecommercialreef fishpermits, 2008019.

Year Number of Permits
2008 1,099
2009 998
2010 969
2011 952
2012 917
2013 895
2014 882
2015 868
2016 852
2017 850
2018 845
2019 842

Source: NMFS SER@ermitsdatabase.
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A single permit is attached to a single vessel and many busirgggesvn one vessel

However,some businesses hold or own multiple permits and vedgeltiple vessels owned by

a single business are oftenrefed t o a sAlth@ugliidadh gesdsel.is@ften legally

organized under an individual corporate or other business name, for economic purposes, the fleet
is treated as a single business because the same, or mostly the same, individuals are determining
how those vessels operate.

As illustrated in Tabl&.4.1.2, at the end of 2018, which is essentially equivalent to Jan. 1, 2019,
94 businesses owned two or more valid or renewable reef fish permits. Although these
businesses represented only 14.8% obtmnesses with permits, they held 35.5% of the

permits, which illustrates some degree of concentration in the ownership of permitted vessels.
The maximum number of permitted vessels held by a single business was 16.

Table 3.4.1.2.Vessels and busisses with @ommerciakeef fish permitend of yearEQY)

2018.

No. of Vessels No. of No. of Total % of % of
Owned by a C Permitted . Permitted
i Businesses Businesses
Business Vessels Vessels
1 543 543 85.2% 64.5%
2 60 120 9.4% 14.3%
3 15 45 2.4% 5.3%
4 8 32 1.3% 3.8%
5-6 3 17 0.5% 2.0%
7-10 6 53 0.9% 6.3%
1516 2 32 0.3% 3.8%
Total 637 842 100% 100.0%

Source: NMFS SER@ermitsand IFQ databases, March 23, 2020.

Although all permitted vessels may harvestle@ reef fish species (e.g., vermilisnapper),

not all permitted vessels are eligible to harvest IFQ species. A permitted vessel must be linked to
an activelFQ account in order to be eligible to harvest IFQ spédidhus, because some

vessels are not linked tm activelFQ account, fewepermitted vessels are eligible to harvest

IFQ species and, in turn, fewer businesses may accrue revenue from the harvest of IFQ species.

Table3.4.1.3 shows that, at the end of 2018, only 713 permitted vessels were linked to an IFQ
account, and these vessels were owned by 532 businesses. Thus, 129 permitted vessels were not
eligible to harvest IFQ species and 105 businesses with reef fish peyaidsot accrue

revenue from the harvest of IFQ species. The degree of concentration amesiiBi©

permitted vessels is slightly greater than with all permitted vessels, as businesses owning

multiple IFQ-eligible vessels represent only 15.4% of thsibesses, but hold 36.9% of the

permitted vessels that can harvest IFQ species.

17 The vessel account must have a valid permit and be linked to an active IFQ account. The vessel account must also
have annual allocation in it in order for the permitted vessel to harvest IFQ species. Vessel accounts are considered
active when a permisivalid. A renewable permit status is not an active status. An IFQ account status is active if

the account holder submitted an affirmative answer to taambual citizenship requirement.
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As the number of permits have changed over time, so has the market value of thesé%ermits.
Specifically, as shown in Tab84.1.4, the market value of a commerciet fish permit was
relatively stable from 2006 through 2011, though minor increases were seen in 2009 before the
GT-IFQ program was established. The market value increased somewhat fro2023]11
remaining stable through 2015. However, after 2015ptive of these permits has steadily
increased as the number of permits stabilized, with the price being 164% higher on average in
2019 compared to 2015. Partial year data for 2020 indicates that the price has continued to
increase, with the current marketlue being at least $18,000 and some permits selling for

$20,000.

Table 3.4.1.3.1FQ dligible vessels and businesses with a Gulf reef fish permit, EOY 2018.

No. of Vessels No. of No. of Total % of % of
Owned by a .' Permitted : Permitted
. Businesses Businesses

Business Vessels Vessels

1 450 450 84.6% 63.1%

2 52 104 9.8% 14.6%

3 13 39 2.4% 5.5%

4 6 24 1.1% 3.4%

5-6 3 17 .6% 2.4%

7-10 6 48 1.1% 6.7%

1516 2 31 4% 4.3%
Total 532 713 100% 100.0%

Source: NMFS SER@ermitsand IFQ database3/23/2020.

Table 3.4.1.3. IFQ €ligible vessels and businesses with a commereiel fish permit, EOY

2018
No. of Vessels No. of No. of_TotaI % of % of Permitted
Owned by a ) Permitted .
. Businesses Businesses Vessels
Business Vessels
1 450 450 84.6% 63.1%
2 52 104 9.8% 14.6%
3 13 39 2.4% 5.5%
4 6 24 1.1% 3.4%
5-6 3 17 0.6% 2.4%
7-10 6 48 1.1% 6.7%
1516 2 31 0.4% 4.3%
Total 532 713 100% 100.0%

Source: NMFS SERO PIMS and IFQ databa3£3/2020.

8 The median was used to represent the market price of perrhigs tlaan the mean because the distribution of the
data was somewhat skewed and because the price data had to be filtered to eliminate a relatively large number of
reported values that included the sales value of other permits and/or the vessel, arepeited values that likely

represented the fileaseo

val ue

rat her than the sal es
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Table 3.4.1.4. Averagemarketvalue ofcommercialreeffish permits, 20062019 (2019).

Average Market Value of
Year Permit
2006 $4,956
2007 $4,859
2008 $4,766
2009 $5,913
2010 $4,676
2011 $4,580
2012 $5,617
2013 $6,624
2014 $6,501
2015 $6,433
2016 $8,749
2017 $13,842
2018 $15,266
2019 $17,000

Source: NMFS SERO permits databasg(/2020.

3.4.2 IFQ Accounts

As of February 19, 2020, there were 684 IFQ accounts with shares in one or more share
categories. The total percentage of shares held in these accounts does not sum to 100% in Table
3.4.2.1 because a small percentage of shares in each category weneecbclader Reef Fish
Amendment 36A° On average (mean), each of these accounts holds 0.146% of the shares in
each category. As discussed in Reef Fish Amendment 36A, the distribution of shares within all
categories is highly skewed. In other words, soomeants have a relatively high percentage of

the shares in a category while others have no or a very low percentage of the shares. The largest
or maximum percent of shares held by a single account in each category ranges from 2.33% for
gag(GQG) to 4.265%for red grouper (RG), 4.433% for other shallaater grouper (SWG),

4.487% for red snapper (RS), 12.212% for tilefish (TF), and 14.704% for deep water grouper
(DWG). The account that has the highest percentages of DWG and TF shares are at the share
cap fa those categories. The account that has the highest percentage of RG shares is near the
4.331% share cap for RG. Thus, in percentage terms, these estimates indicate there are some
relatively large shareholders in the DWG and TF categories in partidihas finding is

consistent with findings in GMFM@ndNMFS (2018) which indicate the concentration of

shares is greatest in the TF and DWG categories and least in the GG category. Even though the
concentration of shares is relatively high for TF and DW@hcentration levels in those and

other categories, as well as for all categories combined, are still considered to be
Aunconcentratedo and thus quota share markets

19 Shares were reclaimed from accounts that had never been activated since the start of the IFQ program. These
shares are currently held in an NMFS IF@@amt, not a standard IFQ account.
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business or other entity has the ability teexc i s e
amount of the shares and thereby share pri€es).

mar ket

power

Table 3.4.2.1.Quota share statistics (in percent) for all IFQ accountgugepl9, 2020

Statistic DWG RG GG SWG TF RS
Shares | Shares| Shares | Shares| Shares | Shares
Maximum 14.704| 4.265 2.330| 4.433| 12.212| 4.487
Total 99.978| 99.900| 96.825| 99.550| 99.953| 99.929
Mean 0.146 0.146 0.146 0.146 0.146 0.146

contr

Source: NMFS SEROIFQ database accessed 2/19/2020.

As with permitted vessels, although it@mmon for a single IFQ account with shares to be held
by a single business, some businesses have multiple IFQ accounts with shares. The 684 IFQ
accounts are owned by BBusinesses.

Further, although some IFQ accounts are linked to a single perwetiedl, others are linked to
multiple permitted vessels or are not linked to a permitted vessel at all. The latter accounts are
held by businesses thate likely tosell their annual allocation rather than harvesOt.the 684

IFQ accounts with share869 accounts were linked to one or more permitted vessels, while 315
accounts were not linked to a permitted vessel. The 369 accounts were linked to a total of 453
permitted vessels and these accounts and vessels were owned by 329 businesses. Most
bushesses only own one or two accounts and permitted vessels. But, one business has 13
accounts and thereeaB businesses that own 10 or more permitted vessels. The 315 accounts
that were not linked to a vessel were owned &ytisinesses and the vast ordy of these
businesses only held one or two accounts with shares.

As shown inTable3.4.2.2, the 329 businesses that own permitted vessels holdstraajority

of shares in all share categories, ranging from a loabst 796 of theRSshares to aigh of

almost 966 of theTF shares. On averageach ofthese 329 businesses own betwe28%-

0.29% of the shares in each category. The maximum percentage of shares owned by a business
varies considerably, ranging from abéut£% of theSWG shares td9.726 of theDWG

shares.Share caps are applied and monitored at the account and LKE level, not the business
level as defined here. Thus, it is possible for one or more businesses to own or control shares in
excess of the cap in each category.

Asshown inTable3.4.2.3, the B6 businesses that own shares, but do not own permitted vessels,
owna much lower percentage of thleares in total compared to the businesses that own
permitted vesselsSpecifically, the percentage of shares owned by thesiedssesangesfrom

a low of abou#t.1% of theTF shares to a high of abo25.2%% of theRS shares.Eachbusiness

20These conclusions hold regardless of the measure of concentration (e.g., the Hefirsgdinhan Index (HHI),

C5, or C3) or the unit of analysis (e.g., IFQ account, lowest known entity (LKE), and affiliated accaintsbes).

The Horizontal Merger Guidelines from the US Department of Justice and the Federal Trade Commission identify
markets with an HHI below 1,500 to be Unconcentrated (no concerns over the exercise of market power), HHI
between 1,500 and 2,500 to Mederately Concentrated (possible concern with market power being exercised given
a sufficient increase in concentration), and above 2,500 to be Highly Concentrated (exercise of market power is
likely, particularly if concentration increases further).
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owns betweerabout 002% and0.09% of the shares in each category on average. The maximum
percentage of shares owned by one of thesebsses variesomewhatranging from about
1.1%% of theTF shares t@.68% of theRSshares.

Table 3.4.2.2.Quota share statistics (in percent) fasinesses witBhares angermitted
vessels, Fainary19, 2020.

Statistic DWG RG GG SWG TF RS
Shares Shares | Shares Shares Shares | Shares
Maximum 19.719 6.262 5.485 5.136 14.743 5.501
Total 87.565| 84.194 82.406 85.069 95.851| 74.683
Mean 0.266 0.256 0.250 0.259 0.291 0.227

Source: NMFS SEROIFQ database accessed 2/19/2020.

Table 3.4.2.3.Quota share statistics (in percent) fasinessewithout permittedvessels,
Felruary19, 2020.

Statistic | DWG RG GG SWG TF RS
Shares | Shares | Shares Shares Shares Shares
Maximum 1.991 1.745 2.330 1.536 1.136 3.661
Total 12.414| 15.706 17.419 14.481 4,103 25.246
Mean 0.047 0.059 0.065 0.054 0.015 0.095

Source: NMFS SERO IFQ database accessed 2/19/2020.

In general, he information in Table8.4.2.2 and3.4.2.3 can be used to determine the distribution
of annual allocation, the market value of shares, the market value of annual allocation, and the
potential exvessel value of annual allocation if used for harvedigtgveen businesses with

shares that own pmitted vessels and businesses with shares that do not own permitted vessels.
However, exvessel value would not accrue to businesses that do not pagegsst because a
permit is needed to harvest IFQ species.

The amount of annual allocation (quotaupds) that an account holder receives each year is not
only conditional on the percentage of shares held in a category, but also the commercial quota
applicable to that category. The 2019 quotas for each share category were as ®)B3ws838

Ibs gutted weight gw) for RS, 3000,000bs gw for RG, 1024,000 Ibsgw for DWG, 582,000 Ibs

gw for TF, and 525,000 Ibs gw for SWG. TaBld.2.4 presents statistics regarding annual
allocation to shareholder accounts based on the share statistics i8.fiadbleand these quotas.
Based on this information, the average account holder received about 19,000 Ibs gw of allocation
in 2019 across all share categories.

Table 3.4.2.4. Annual allocation statistics for IFQ accounts, feeny 19, 2020.

Statistic DWG RG GG SWG TF RS
Allocation | Allocation | Allocation | Allocation | Allocation | Allocation
Maximum 150,572 127,945 21,879 23,275 71,076 311,299
Total 1,023,778 2,996,996/ 937,355| 522,637 581,728 6,932,877
Mean 1,497 4,382 1,370 764 850 10,136

Source: NMFS SEROFQ database accessed 2/19/2020.
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Table 3.42.5 provides statistics regarding thecamt of allocation held by the 32isiresses

that possessharesand areassociated with a permitnformation in this tableeflects that these
businesses control almost®m®f the total allocation in thevo IFQ programs, or around 18.3
million pounds mp) gw, with 50% of that amount coming from the possession of RS allocation
and 29% coming from RG allocatio he largest amount of allocatiocantroled by a single
business with a permit is almost 936,009gw, while the average amount of allocation held by
a businessvith a permit is almost 3108 lbs gw.

Table 3.42.5. Annualalocation stistics for businesses with shares padnited vessels,

February 19, 2020.

Statistic DWG RG GG SWG TF RS

Maximum| 201,920 187,86§ 51,506 26,965 85,803 381,673
Total 896,664 2,525,824 773,793 446,614 557,851 5,181,354

Mean 2,725 7,677 2,352 1,357 1,696 15,749
Source: NMFS SERO IFQatabase accessed 2/19/2020.

Table 3.42.6 provides statistics regarding the amount of allocation held bygBbusiresses
that possesshares but are not associated with a permfbrmation in this tableeflects that
these businesses contadlout20% of the total allocation in the two IFQ programs, or around
2.61mpgw, with67% of that amount coming from the possession of RS allocatidri8%
coming from RG allocatian The largest amount of allocation controlled by a single business
without a rmit is aound363000 Is gw, while the average amount of allocation held by a
business without a permit ibaut 9,80 Ibs gw.

Table 3.42.6. Annualallocation statistics for businessegh shares but npermitted vessels,

February 19, 2020.

Statistic DWG RG GG SWG TF RS

Maximum| 20,386 52,359 21,879 8,064 6,613 253,967
Total 127,116 471,171 163,561 76,024 23,877 1,751,523

Mean 478 1,771 615 286 90 6,585
Source: NMFS SERO IFQ database accessed 2/19/2020.

Shares have value in multiple ways. First, shares have value because they are an asset. The
asset value of each accountds shares is deter
amount of shares it contains. Statistics regarding the value diahessheld by IFQ accounts

are in Table8.4.2.7 The total value of all sharégld by IFQ accounts is more th$829

million (2019%), with the bulk of that value coming from ownership of RS shares, which

accounts for almost 87% of the combined total @altihis is also true for the average IFQ

account that holds shares. The average value of an account that holds shares is slightly more

than $481,000. The account with the largest adsete valués worth about $13.8 million, with

RS shares represergithe bulk of that value (about 93%}.ompared to conditions in 2015, RG
shares represented a far small er percentage o0
2019 (around 5%) compared to 2015 (29%). The same is true for the other GT shareesateg

and thus RS shares now dominate that portfolio.
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Table 3.4.2.7 Quota share value statistics il IFQ accounts (2019).
Statistic DWG RG GG SWG TF RS All
Maximum |$1,376,23( $728,007 $208,94% $130,804 $675,221 $12,816,18] $13,831,66
Total [$9,357,32¢ $17,052,90($8,951,73($2,937,221$5,526,414 $285,426,561 $329,252,17
Mean $13,68( $24,931 $13,087 $4,294 $8,08( $417,29( $481,363
Note: Share value estimates are based on average 2019 share prices pddd&E@BEROFQ database
accessed 2/11/2020).

The information in Tabl&.4.2.7 reflects the asset value of shares based on 2019 share prices in
Table3.4.2.8. The average RS share price decreased after 2013 through 2016, but subsequently
increased by about 14% and reached its highest level in 2019. The average TF share price has

been relatively stable from 2012 through 2019. On the other hand,gehigally increasing

from 2012 to 2014average share prices for other share categories have continuously declined

since 2014as illustrated in Tabld.4.2.8. Specifically, RG and GG share prices have declined

by 59% during this time. Compared to coiatis in 2015, RG sharespreseted a far smaller
percentageofa har e account hol thedl®(arouhdm®R) canyparedto por t f o
2015 @9%). The same is true for tlither GT share categories, and thus RS shares now

dominatethat portfolio.

Table 3.4.2.8 Average shargrices by share category, 202019 (2019%).

Year RS RG GG DWG SWG TF

2012 $39.04 $9.01 $29.11 $12.11 $8.76 $9.24
2013 $40.60 $14.53 $34.68 $13.89 $9.16 $9.32
2014 $37.26 $14.16 $32.72 $14.14 $7.98 $9.49
2015 $36.07 $13.80 $23.58 $13.67 $7.23 $9.85
2016 $32.56 $10.74 $15.18 $13.25 $6.20 $10.64
2017 $36.27 $5.39 $16.55 $13.16 $9.06 $9.07
2018 $36.90 $4.17 $9.95 $11.11 $4.96 $10.89
2019 $41.17 $5.69 $9.55 $9.14 $5.62 $9.50

Source: IFQ database accessed 2/11/2020.

Table 3.4.2.9rovides statistics regarding the walof the shares held by the 3aginesses that
possesshares and one or mguermits. Information in this tableeflects that thee businesses
controlaround 766 of the total value of shar@sthe two IFQ programs, with 86 of that value
coming from the possession of RS shares. The largest share value controlled by a single
business without permit is worth just over $16:8illion, while the averagealue of shares held
by a business whout a permit is just over $7&80.

Table 3.4.2.9 Quota share value statistics fmrsinesses with shares gremitted vessels,
February 19, 2020 (2019%).
Statistic DWG RG GG SWG TF RS All
Maximum| $1,845,54¢ $1,068,97] $491,87§ $151,544 $815,125 $15,713,49] $16,823,97

Total $8,195,48¢ $14,371,94] $7,389,724$2,509,96¢$5,299,584 $213,316,34{ $251,083,05

Mean $24,91( $43,684 $22,46] $7,629 $16,109 $648,37¢ $763,17(
Note: Share value estimates are baseavanage 2019 share prices per pound (NMFS SERO IFQ database
accessed 2/11/2020).
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Table 3.42.10 provides statistics regarding the value of the shares held bg&i®i2inesses
that possessharesdut are not associated with a perniitformation in thistable agaimreflects
that these businesses contabbut 2456 of the total value of shares in the two IFQ programs,
with 87% of that value coming from the possession of RS shares. The largest share value
controlled by a single business without a permitasth just over $13.6 million, while the
average value of shares held by a business without a permit is just over $347,000.

Table 3.42.10. Quota share value statistics for businessesshitines but npermitted vessels,
February 19, 2020 (2019%).
Statistic DWG RG GG SWG TF RS All
Maximum| $186,33] $297,923 $208,945 $45,319 $62,823 $10,455,83{ $10,455,83
Total [$1,161,84] $2,680,961$1,562,01] $427,255 $226,83]1 $72,110,21{ $78,169,12
Mean $4,36¢ $10,07¢ $5,877 $1,606 $853 $271,09] $293,864
Note: Share value estimates are based on average 2019 share prices per pound (NMFS SERO IFQ database
accessed 2/11/2020).

In addition to their asset value, shares have value because they result in annual allocation, which
can either be sold or used for harvesting purposes (i.e., landifgsyial allocation that is sold

results in revenue for the business holding the allmtatThis revenue likely represents an
equivalent amount of profit as the business does not pay cost recovery fees when selling
allocation and any other monetary costs associated with selling allocation are likely trivial.
Statistics regarding the potaitmarket value associated with the annual allocation for each
account with shares are provided in Tehi2.11

Table 3.4.2.11 Potential market value of annual allocation in 2020 folFl accounts

(2019%).

Statistic DWG RG GG SWG TF RS All
Maximum | $158,101]  $75,488| $18,597| $13,732| $51,175] $1,148,694 $1,239,345
Total $1,074,967 $1,768,227 $796,751] $308,356] $418,844] $25,582,318 $29,049,463
Mean $1,572]  $2,585] $1,165]  $451]  $612|  $37,401]  $43,786

Note: Annual allocation market value estimatestased on average 2019 allocation pridéglFS SEROFQ
database accessed 2/11/2020)

The average market value of annual allocation should approximate the expected net revenue or
economic profit of the annual allocation in the stieri (i.e., in a givelyear). Thus, ifll of

the annual allocation held by IFQ accounts Wasrestedeconomiqrofit from those landings

would be expected to beore thar$29.9 million, with the bulk of thosgrofit (85%) aising

from the harvest of RSAlthough one accourwould be expected to earn about $1.2 million in
shorttermprofit if all allocation was either sold and/or used for harvesting, the average short
term profit per account would only be expected to be a little more than $44,6vever,

while complete or nearlgompleteutilization of the RS commercial quota and thus annual

2’fMAccount so do not actual |l y har peessrathel, eessdls andjtlse businedses h u s
that own them do. Further, annual allocation is often transferred, so the actual distribution-tefrshprofits

would likely differ fromthe potential distributioof shortterm profits based on the distribution of annual allocation

at the beginning of the year. The purpose of these estimates is to characterize the distribution of annual allocation
and its value across accouatsd busingsesn the shorterm.
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allocation is typical, that has not been the case for quotas and annual allocation iAlf@ GT
program. For examplen 2019, quota utilization ratestine GT categories ranged from 35% to
93%, with an overall average of 68%. Thus, realized total apnofid would more likely be
slightly lessin the future(about $28.4 million), andnnual profitperaccountwould be slightly
lower at around $41,700.

The information in Tabl8.4.2.11reflects the market value of allocation based on 2019

allocation prices as shown in Tald&.2.12. Allocation prices for all share categories were
generally stable from 2012 through 2014, except for SWG, which dedrep$89%. However,
with the exception of RS allocation, allocation prices for other share categories have declined
over the past 5 years, as illustrated in T&x}e2.12 Specifically, RG and GG allocation prices
have declined by 49% and 58% during timse. The declines for DWG and TF allocation

prices have been less, but are still noticeable. If these trends continue, then the estimate in Table

3.4.2.11may overestimate the market value of these allocations in 2020. TF share prices have
been relatiely steady, while RS shareigegs have increased by abd4t% with most of that
increase occurring in 2019Thus, if the upward trend in RS allocation prices continues, the
estimated market value of RS allocation in Tebke2.11may underestimate a@umarket value

in 2020. Compared to conditions in 2015 (GMFMC 2017b), RG allocation currently regr@sent

far smaller percentage ofsah a r e h ol dabaut®%)whidhwasc at i on

account

around 29% at that time. The same is true foother GT share categories, and thus RS
allocation now dominatethat portfolio.

Table 3.4.2.12 Average allocatip prices by share category, 262219 (2019%).

Year RS RG GG DWG SWG TF
2012 $3.37 $0.88 $2.55 $1.33 $1.29 $0.74
2013 $3.29 $1.07 $2.65 $1.26 $0.92 $0.74
2014 $3.28 $1.06 $2.21 $1.21 $0.79 $0.78
2015 $3.31 $1.15 $2.03 $1.26 $0.64 $0.83
2016 $3.41 $0.95 $1.47 $1.23 $0.59 $0.71
2017 $3.46 $0.44 $1.51 $1.23 $0.60 $0.75
2018 $3.46 $0.33 $1.03 $1.01 $0.54 $0.73
2019 $3.69 $0.59 $0.85 $1.05 $0.59 $0.72

Source: NMFS SEROIFQ database accessed 2/11/2020.

Similar to shares, annual all ocat iAcording®n d s

GMFMC and NMFS(2018), concentration is low across all share categories combined and for
the exception
Also, concentration of annual allocation is the loweshatiteginning of each year, when it is

mo st

shar e

categories,

wi th

t

of

based on the distribution of shares. Concentration in all categories is seasonal and increases as
the year progresses or stabilizes in tH@B84" quarter, but the markets are still largely

Aunconcent eeaxteptionoof Tl Evenhvithtmbderate levels of concentration, there is
no evidence of market power being exercised in any of the markets for annual allocation (i.e.,

markets for annual allocation are competitive).

Table 3.4.2.1%rovides statistics regarding the valdehe allocation held by the 32fusinesses
that possess shares and one or rperaiits. Information in this table again reflects that these
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businesses control just around®@ 6f the total value of allocatian the two IFQ programs, with

84% of that value coming from the possession of RS allocation. The largest allocation value
controled by a single business wistpermit is worth just over $1illion, while the average

value of allocation held by a businegghout a permit is more than $69®& Again, realized

value in the form of actual annual revenue and profits is likely less from allocation in the GT
IFQ program as quota utilization is typically well below 100% in those categories. Thus, annual
profit for these businesses from tnee orsale of allocatioms more likely to be around $21.8

million in total and $66,30 per business on average.

Table 3.4.2.13 Allocation value atistics for businesses with shares padnitted vessels,
February 192020 (2019%).

Statistic DWG RG GG SWG TF RS All

Maximum| $212,01¢ $110,847 $43,780 $15,909 $61,77§ $1,408,37] $1,506,22¢
Total | $941,499 $1,490,23] $657,724 $263,502 $401,653 $19,119,19( $22,873,80
Mean $2,864 $4,530  $1,999 $801  $1,221 $58,113 $69,525

Note: Allocation value estimates are based on average 2019 allocation prices per pound (NMFS SERO IFQ
database accessed 2/11/2020).

Table 3.42.14 provides statistics regarding the value of the allocation held by the 2954nesine
that possess sharlest are not associated with a permit. Information in this table again reflects
that these businesses conmbund 246 of the total value of allocation in the two IFQ

programs, witt91% of that value coming from the possessioiRR8fallocation. The largest
allocation value controlled by a single business without a permit is watind $937,0Q0vhile

the average value of allocation held by a business without a perr@8,608. Again, realized

value in the form of actual analurevenue and profits is likely less from allocation in the GT

IFQ program as quota utilization is typically well below 100% in those categories. Thus, annual
profit for these businesses from the sale of allocation is more likely to be a®Jéarli on in

total and 5,400 per business on average.

Table 3.42.14. Allocation value statistics for businesseigh shares but npermitted vessels,
February 19, 2020 (2019%).

Statistic DWG RG GG SWG TF RS All
Maximum| $21,40€¢  $30,897 $18,597 $4,758 $4,761 $937,14(  $937,14(
Total | $133,477 $277,99] $139,02] $44,854 $17,191 $6,463,12] $7,075,65]
Mean $502 $1,045 $523 $169 $65 $24,297 $26,60(

Note: Allocation value estimates are based on average 2019 allocation prices per pound (NMFS SERO IFQ
database accessed 2/11/2020).

Thesame general findings regarding the market value of annual allocation also apply to the
potential exvessel value of that annual allocatiofhe markets for landed product largely have
the same characteristics as the markets for annual allocation (i.e., unconcentrated overall and for

most categori es, except | andings of TF which
for landed produobf IFQ species are thought to be competitive. Even if market power is not
detected in these markets, the Council may ha

distributions of shares, allocation, landings, and revenue in the Gulf IFQ progranighdye
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unequal. In fact, they are the most unequal of any catch share program in the U.S. (@GRFMC
NMFS 2018).

The information in Tabl&.4.2.15reflects the potential exessel value of allocations in 2020
based on 2019 exessel prices and commeratplotas in 2020Again, realized ewxessel value
will likely be less for RG and other species in the-lBQ program as quota utilization rates are
typically well below 100%.0nly businesses with IFQ accounts that are linked to a permit are
allowed to harest IFQ speciesThereforegstimates of exessel value are not germane to
businesses that do not possess permits.

Table 3.4.2.15 Potential exvessel value of annual allocation in 2020d8r1FQ accounts
20199).

Statistic DWG RG GG SWG TF RS All
Maximum| $844,710 $675,549 $132,149 $129,408 $204,699 $1,643,659 $2,075,59]
Total $5,743,393 $15,824,137 $5,661,624 $2,905,864 $1,675,37€¢ $36,605,59] $68,415,98¢
Mean $8,397 $23,135 $8,277 $2,449 $4,248 $53,517 $100,023
Note: Potential exesselvalue estimates are based on 2019 averagessel pricesNMFS SEROFQ database
accessed 2/11/2020).

As illustrated in Tabl&.4.2.16 with the exception of TF, and RS to some extexijessel

pricesat the share category levave steadily in@ased from 2015 through 2019. For example,
ex-vessel prices for gag, SWOWG, and TFhave increased by 11%, 12%3%,and 13%,
respectively.Although not shown here, this increase is also seen at the individual species level
within the DWG, SWG, and TEategories, with the exception of yellowmouth grouper in the
SWG category, which declined by 9%, and goldface tilefish in the TF category, which declined
by 10%. The exvessel price for RS has only increased by 2%, and that increase almost entirely
occured in 2019. The exessel price for RG has increased by almost 26%. These trends are
nearly the opposite of the trends for allocation prices, suggesting that it is likely becoming
relatively more profitable for those with shares to harvest their albocedther than sell it, all

other things being equ&l.

Table 3.4.2.16 Average exvesséprices by share category, 202019 (2019%).

Year RS RG GG DWG SWG TF

2012 $4.99 $3.61 $5.27 $4.56 $4.86 $2.55
2013 $4.92 $3.91 $5.41 $4.75 $4.95 $2.85
2014 $5.15 $4.09 $5.24 $4.81 $4.88 $2.83
2015 $5.18 $4.23 $5.44 $4.96 $4.95 $3.11
2016 $5.17 $4.26 $5.45 $4.91 $4.92 $3.12
2017 $5.18 $4.45 $5.47 $4.93 $4.96 $3.10
2018 $5.19 $4.83 $5.76 $5.17 $5.30 $2.87
2019 $5.28 $5.31 $6.04 $5.61 $5.56 $2.88

Source: NMFS SEROIFQ database accessed 2/11/2020.

22 preliminary information suggests that the recent pandemic has caugesisex prices for most IFQ species to
decline, thus reversing the previous trend. As effects on allocation prices have not yet been determined, whether it
is currently more profitable for IFQ account holders to sell or use allocation for landings purposes is unknown.
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3.4.3 Vessels

The information in Tabl&.4.3.1 describes the landings and revenue for vessels that harvested

IFQ speciesn each year from 201through 2018, as well as their revenue from-ite@ Gulf
speci es,

and

South

from harvesting IFQ species, a significant portion came from harvestintFQospecies in the

At |

antic

fisheri

es.

Gulf, with a minor amount coming from harvests in the South Atlantic.

Al t ho

Table 3.4.3.1.Landings and revenue statistics for vessels harvesting IFQ species by year, 2014

2018 (2019%).

Number IFQ Gulf Non- | South Total
Year Statistic IFQ Atlantic
Revenue Revenue
Vessels Revenue | Revenue
2014 Maximum | $2,384,939 $300,104| $125,063 $2,387,842
Total $58,778,434 $9,296,600 $766,602 $68,841,636
Mean $124,267 $19,655| $1,621 $145,543
2015 Maximum| $2,708,555 $304,970 $112,904| $2,715,183
Total $62,689,49€ $8,489,181 $697,198| $71,875,875
Mean $129,524 $17,540, $1,440 $148,504
2016 Maximum| $2,259,525 $242,494| $99,390| $2,339,708
Total $60,892,137 $9,141,918 $621,715| $70,655,771
Mean $125,035 $18,772| $1,277 $145,084
2017 Maximum| $2,336,305 $216,904| $149,465 $2,358,048
Total $54,815,66C $8,913,904 $606,509| $64,336,072
Mean $106,853 $17,376| $1,182 $125,411
2018 Maximum | $2,091,909 $190,863 $107,512 $2,110,894
Total $51,186,65€ $7,475,362 $440,279| $59,102,297
Mean $101,965 $14,891 $877 $117,734

Source:NMFS SEROIFQ database accessed 2/19/2020 gaeSCSocioeconomic Panel (Version 10)

Some important trends can be seen in TakIS.1. In generalessel participation in the IFQ

programs tends to be very fluid. However, the number of vessels that harvested IFQ species in
each year from 2014 through 2016 was relatively stable, ranging between 473 and 487 vessels.
Vessel participation increased byra than 5% in 2017 to 513 vessels, likely in response to the
upward trend in IFQ revenue from 2011 through 2015 (GMFMC 2017b), but declined slightly in
2018 to 502 vessels. These 502 vessels were owned by 394 businesses. In 2018, the maximum
gross revene from commercial fishing for a single business was $4.69 million (2019$), while

the average gross revenue was approximately $150,000 per bd3iness.

23 Only revenues from commercial harvesting are accounted for in these estimates and thus do not account for
revenues the business may have edrfnrom selling annual allocation.
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After steadily increasing from 2012 through 2014, IFQ revenue peaked in 2015 and remained
relativelystable in 2016. However, it declined in 2017 and 2018 by more than 18% from its

peak in 2015. Not only has IFQ revenue for the IFQ vessels decreased in recent years, revenue
from nonlFQ species in the Gulf also declined by about 18% from 2016 to 20th8nwst of

the decrease occurring in 2018. Although revenue from South Atlantic landings does not make
up a significant portion of the I FQ vesselsbo
through 2018, by almost 43% during that time. As altesial revenue for the IFQ vessels

declined by almost 18% from 2015 through 2018.

These declines occurred even though the RG commercial quota increased from g6Bmp

2014 to 7.78 mgw by late 2016, and remained at that level through 2018., &lsdRS

commercial quota increased from approximately 5.054wmm 2014 to 6.312 mgw through
mid-2017, and remained at that level through 2018. Given tha¢®sel prices were also

increasing for most IFQ species during this time, landings andueweould be expected to

increase, likely significantly, with such increases under stable biological and economic
conditions. Thus, it appears that biological and/or economic conditions for at least some IFQ
species are not stable. Based on informatiddiNtS (2019a), conditions in the RBQ

program appear to be stable or improving. Conversely, as suggested in NMFS (2019b),
conditions in the GAIFQ program are not stable as landings in all share categories have been
trending down, and the percentagetm commercial quota harvested in each category has
therefore also been declining. Specifically, while 92% of the combined commercial quotas in the
GT-IFQ program was harvested in 2014, only 39% was harvested in 2018, with RG experiencing
the most precipous declines in absolute and relative terms. A recent stock assessment for RG
indicates that the red grouper stock is in declBEJAR 612019. However, other GT species

may also be in decline based on the information in NN#E&9h. These findingseflect the
interdependency between species harvested in tHERQand GFIFQ programs (i.e., biological

or economic factors that affect the commercial harvest of one species can and often do affect the
commercial harvest of other species).

The maximumannual gross revenue earned by a single v&sselcommercial fishingluring

this time was almost $2.72 million (2019%) in 20fugh the average gross revenue per vessel

was only about $148,500 that year. Similar to the trends in total revenue fieQthessels,

these valueslecreased to $2.11 million and slightly less than $118,000 by 2018, representing a
21% decline in average total revenue per vessel. Average IFQ revenue per vessel also decreased
from $129,524 per vessel to $101,965, similarlgrdasing by about 21% during this time.

Estimates of economic returns have not been available historically for the commercial sector of
the Gulf reef fish fishery. Recent reports (Overstreet, Perruso, and Liese 2017, Overstreet and
Liese 2018a, and v@rstreet and Liese 2018b) provided the first such estimates. These estimates
are specific to economic performance in 2014, 2015 and 2016, respectively. Overstreet and
Liese (2018b) also provides average estimates of economic returns acre2201vwhch are

the most useful for current purposes, and thus findings from that report are summarized below.
Given the declines in landings and revenue for IFQ vessels discussed above, it is quite likely that
economic returns were likely different by 2018 thiagy were in 2016, and thus the estimates

below should be used with some caution. However, some of the findings fe2@0&4eem to

be consistent with the results above for 2Q046.
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Estimates in these reports are based on a combination of So@baasdt! logbook data, a

supplemental economic adeh survey to the logbooks, and an annual economic survey at the

vessel level. The economic surveys collect data on gross revenue, variable costs, fixed costs, as
well as some auxiliary economic variab(esy., market value of the vessel). The report provides
estimates of critical economic variables for the commercial sector of the Gulf reef fish fishery as

a whole, but also provides estimates by fisubs
to as Segments of Interest (3OSubsets are generally defined at the individual species (e.g.,

red snapper), species group (gacks), and/or gedevel (e.g., longline). In addition, estimates

are provided at the trip level and the annual vessel feveach SOI. For current purposes, the

most important results are those for vessels that harvested IFQ species.

From an economic returns perspective, the two most critical results at the trip level are the

estimates of trip net cash flow and trigtmevenue. Trip net cash flow is trip revenue minus the

costs for fuel, bait, ice, groceries, miscellaneous, hired crew, and purchases of annual allocation

from other allocation holders. Thus, this estimate represents the amount of cash generated by a
typical reef fish trip over and above the cash cost of taking the trip (i.e., variable costs of the trip)

and is a proxy for producer surplus at the trip level. Trip net revenue is trip revenue minus the

costs for fuel, bait, ice, groceries, miscellanetbus,r ed cr ew, and the opport

ti me as captain. By including opportunity co
annual allocation, trip net revenue i s a meas
Table3432 il lustrates the economic Amargi nso gen

and trip net revenue as a percentage of trip revenue. According to this table, 33%, 15%, and
20% (or 62% in total) of the average revenues generated on IFQ tripssedreopay focrew

costs, fuel/supplies costs, and purchases of annual allocation, while the remaining 38% was net
cash flow back to the owner(s). The margin associated with trip net revenue was higher at 52%.
Thus, trip cash flow and trip net revenuergvboth positive on average from 2014 through 2016,
generally indicating that IFQ trips were profitable during this time.
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Table 3.4.3.2.Economiccharacteristics of IFQrips 20142016 (2019%).

Year 2014 2015 2016 Average
Number of Observations 1,154 1,656 1,775
Response Rate (%) 80% 85% 94%
SOl Trip
OwnerOperated 71% 64% 67% 67.30%
Fuel Used per Day at Sea 46 46 40 a4
(gallons/day)
Total Revenue 100% 100% 100% 100%
Costs (% of Revenue)
Fuel 6.60% 4.80% 4.10% 5.20%
Bait 3% 3.20% 3.40% 3.20%
Ice 1.40% 1.50% 1.70% 1.50%
Groceries 2.40% 2.30% 3.10% 2.60%
Miscellaneous 2.50% 2.40% 3% 2.60%
Hired Crew 28.10% 25.70% 27% 26.90%
IFQ Purchase 14.80% 27.20% 19% 20.30%
OC OwnerCaptain Time 6.20% 5.80% 7% 6.30%
Trip Net Cash Flow 41% 33% 39% 38%
Trip Net Revenue 50% 54% 51% 52%
Labor- Hired & Owner 34% 32% 34% 33.30%
Fuel & Supplies 16% 14% 15% 15%
Input Prices
Fuel Price (per gallon) $3.74 $2.68 $2.15 $2.86
Hire Crew Wage (per creday) $349 $292 $267 $305
Productivity Measures
Landings/Fuel Use (Ibs/gallon) 135 12.7 11.8 13.0
Landings/Labor Use (Ibs/creday) 222 206 170 199

Source: Overstreet and Liese 2018b

Table 3.4.3.3 provides estimates of the important economic variablesaaiilna level for all

vessels that had IFQ landings in each year from 2014 through 2016. Similar to the trip level, the
three most important estimates of economic returns are net cash flow, net revenue from

operationg* and economic return on asset val@.these measures, net revenue from

operations most closely represents economic profits to the owner(s). Net cash flow is total

annual revenue minus the costs for fuel, other supplies, hired crew, vessel repair and

maintenance, insurance, overhead, Ipayments, and purchases of annual allocation. Net

revenue from operations is total annual revenue minus the costs for fuel, other supplies, hired
crew, vessel repair and maintenance, insuranc
timeascagi n as well as the vessel 6s depreciation.
by dividing the net revenue from operations by the vessel value.

24 Net revenue from operations accrues to the vessel owner and, when applicable, the IFQ shareholder, who may not
be the same entity.
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Table 3.4.3.3.Economiccharacteristics of IFQessels from 2012016 (20193).

Year 2014 2015 2016 Average
Number of Observations 81 101 117 N/A
Response Rate (%) 63% 78% 84% N/A

SOl Vessel
OwnerOperated 76% 70% 79% 75%
For-Hire Active 6% 15% 16% 12%
Vessel Value $128,923] $106,972] $90,726| $108,874

Total Revenue 100% 100% 100% 100%

Costs (% of Revenue)

Fuel 8% 6% 6.60% 6.90%
Other Supplies 9.70% 9.20% 10.70% 9.90%
Hired Crew 27.10% 25.50% 24.30% 25.60%
Vessel Repair & Maintenance 7.60% 6.60% 8.50% 7.60%
Insurance 1% 0.80% 1% 0.90%
Overhead 5% 5.40% 4.90% 5.10%
LoanPayment 0.80% 1.40% 1.30% 1.20%
IFQ Purchase 11.50% 24.40% 14.30% 16.70%
OC OwnerCaptain Time 5.60% 5.30% 6.60% 5.80%

Net Cash Flow 29% 21% 28% 26%

Net Revenue for Operations 32% 38% 34% 35%
Depreciation 3.70% 3% 3.20% 3.30%
Fixed Costs 14% 13% 14% 14%
Labor- Hired & Owner 33% 31% 31% 32%
Fuel & Supplies 18% 15% 17% 17%

Economic Return (on asset value) 43.80% 64.40% 53.90% 54%

Source: Overstreet and Liese 2018b

Net cash flow and net revenue from operations at the annual vessel levbbitepesitive from
20142016, generally indicating that IFQ vessels in the commercial sector were profitable,
though some vessels earned much greater profits than others. More specifically, net cash flow
and net revenue from operations averaged 26% &gl i@spectively, while the economic return
on asset value was approximately 54% during this time.

For purposes of thiamendment, it is also worth noting that the average market value of IFQ
vessels declined by almost 30% from 2014 to 2016, with the@we®edue over this time being

about $109,000. Also, though not reflected in these tables, the average pnessdla

monitoring systenunit is currently about $3,000. This is a @imee cost for a vessel owner. In
addition, vessel owners are expedi@thcur recurring costs for communication and

maintenance, average costs for which are estimated to be $900 and $500 each year, respectively
(NMFS Office of Law Enforcementpers. comn).

Overstreet and Liese (2018b) only provide estimates of economic returns from 2014 through
2016, and thus it cannot be used to assess how economic returns and related measures have
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changed since the implementation of the IFQ programs. However, LiesecGmens, Nov. 22,

2017) has conducted an analysis that compares economic returns and related measures in 2006
and 2014, and thus examines how they have changed since the implementation of the GT and
RSIFQ programs. Because of the years chosen, the chisngesnomic performance indicated

by these results can only, at best, be attributed to the combination of the two IFQ programs as
opposed to one or the other. Also, his results apply to all trips that landed Gulf reef fish species
as opposed to landing$ species managed under one or both of the IFQ programs. Further, as
these results are preliminary, only a generally qualitative overview can be provided.

First, effort in the commercial sector of the fishery has decreased significantly according to
multiple measures. Specifically, the number of vessels, trips, and days at sea decreased by 31%,
38%, and 28%, respectively, between 2006 and 2014. At the same time, landings of Gulf reef
fish were relatively unchanged, decreasing by about 4% duringrti@t Thus, output per unit

of input (one measure of productivity) has increased significantly since the IFQ programs were
implemented. Further, even though landings have remained about the same, the average ex
vessel price of Gulf reef fish landings inased by 20% during this time, resulting in a 16%

increase in total annual revenues from these landings.

Because productivity increased, costs decreased. Specifically, crew costs decreased by 6%, other
variable costs (supplies, fuel, etc.) decrease839y, and fixed costs decreased by 19%. The

decrease in crew costs was driven by a decrease in crew days of 26%, as crew compensation per
day actually increased by 24% (i.e., the amount of labor used decreased somewhat significantly,
but A wa g e sanewhat signiicarglyead well). Similarly, even though fuel prices

increased by 25%, a 49% decrease in fuel usage was the primary driver of the decline in other
variabl e costs. I n addition, the oppmortunity
capital invested in the vessel decreased by 16% and 31%, respectively.

Because costs decreased, significantly lower percentages of the total revenues had to be used to
cover these costs, in turn resulting in much higher economic returns and malgirtash flow

to the owner(s) increased by more than 300% while net revenue from operations increased by
more than 400%. Trip net revenue as a percentage of total trip revenue increased by 94% while,
at the vessel level, net revenue from operations ascamtage of total revenues increased by

180%. While such increases may appear to be exorbitant, it must be kept in mind that, in 2006,
net cash flows were only slightly above the breakn point and net revenues from operations

were negative (i.e., conmarcial reef fish levels were earning economic losses on average).

3.4.4 IFQ Dealers

The information in Table 3.4.4.1 illustrates the purchasing activities of dealers that bought IFQ
landings from vessels from 2014 through 2621 &.ike vessels, dealer giipation in the IFQ
programs is fluid and not all of these dealers were active in one or both IFQ programs in each
year during this time. Information on the number of dealers active in each of the two programs

25The number of IFQ dealers and the value of their IFQ landings purchases alg diffgrent in Table 3.2.4.1

than in the I FQ programsdé annual reports. The esti mat
(ALS) data, which tends to produce different estimates -afessel landings and value for IFQ species, and tiaus t

number of IFQ dealers as well, due to waterbody code assignment issues in the Keys.
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in a specific year is provided in the amhteports (NMFS 2019a, 2019b). The number of

dealers that purchased IFQ landings has been relatively stable during this time, with an average

of 135 dealers purchasing IFQ landings each year.

Table 3.4.4.1.Dealer statistics for dealers that purclibdeQ landings by year, 2012018. All
dollar estimates are in 2019%.

Number Gulf Non- South
of IFQ IFQ Atlantic Total
Year | Dealers | Statistic | Purchases | Purchases | Purchases | Purchases
2014| 135 Maximum | $6,909,731 $12,329,74¢ $4,128,319 $13,219,673
Total $58,661,601 $57,835,600 $17,309,170 $133,806,37]
Mean $434,530, $428,412| $128,216 $991,158
2015| 143 Maximum | $7,737,859 $7,633,810 $3,406,249 $8,917,566
Total $60,490,346 $50,830,595 $13,859,06§ $125,180,008
Mean $423,009] $355,459 $96,917 $875,385
2016| 124 Maximum | $9,873,563 $8,079,619 $3,848,256 $10,541,374
Total $59,760,15( $57,242,048 $16,839,56§ $133,841,765
Mean $481,937] $461,629  $135,803] $1,079,369
2017, 135 Maximum | $8,060,928 $9,275,039 $5,151,898 $10,312,813
Total $53,568,612 $57,619,322 $23,723,845 $134,911,77¢
Mean $396,805| $426,810, $175,732 $999,347
2018| 136 Maximum | $7,956,983 $7,373,814 $4,403,264 $8,581,393
Total $49,914,258 $56,754,758 $20,546,417 $127,215,433
Mean $367,017| $417,314) $151,077 $935,408

Source: SEFSC Fishing Communities Web Query Tool, Version 1.

Although most dealers that purchase IFQ landings rely heavily on those purchases, purchases of
nonIFQ species in the Gulf and the South Atlantic ase ahportant, i.e., the purchasing

portfolios of Gulf IFQ dealers are generally more diversified than landings portfolios of Gulf

IFQ vessels. As aresult, Gulf IFQ dealers are much more reliant on purchasdle®non

landings in the Gulf and landings from the South Atlantic compared to és&els. Further,
dependency on Gulf IFQ purchases as opposed to purchaseslbthgpeciesn the Gulf and

South Atlantic varies considerably by dealer.

In addition, although the trend in purchases of IFQ landings by dealers necessarily mimics the
trend in IFQ vessel revenues, the trends in purchases d@FQospecies in the Gulf and South
Atlantic do not mirror the trends for vessels. For example, purchases-tf@dandings in the

Gulf by IFQ dealers have remained relatively constant from &trbdigh 2018, whereas IFQ
vessel8landings of noAFQ species in the Gulf declined noticeably in 2018. Further, although
landings of South Atlantic species by IFQ vessels consistently declined during this time, IFQ
dealers increased their purchasesaitB Atlantic landings in 2017 and 2018, which allowed
them to compensate for the decline in purchases of IFQ landings. Thus, the aforementioned
diversity in their portfolios has allowed IFQ dealers to be more flexible and adaptive to changes
in the IFQ fsheries. As a result, the total value of seafood purchases by IFQ dealers, and the
average value of those purchases per dealer, has remained relatively constant fr@0618014
unlike IFQ vessels that experienced noticeable declines in their reverare20af.
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3.4.4 Imports

Imports of seafood products compete in the domestic seafood market and have in fact dominated
many segments of the seafood market. Imports aid in determining the price for domestic seafood
products and tend to set the price in the mas&gtments in which they dominate. Seafood

imports have downstream effects on the local fish market. At the harvest level for IFQ species,
imports affect the returns to fishermen through theessel prices they receive for their

landings. As substituseto domestic production of IFQ species, imports tend to cushion the
adverse economic effects on consumers resulting from a reduction in domestic landings. The
following describes the imports of fish products which directly compete with domestic hdrvest o
red grouper. All monetary estimates are in 2019 dollars.

Total imports of snapper increased significantly (36%) from 2014 through 2016, increasing from
about 33 mp product weight (pw) to 45 mp pw during this time. However, snapper imports
declined gghtly thereafter to about 43 mp pw in 2018. Revenue from snapper imports followed
a similar pattern, increasing from almost $105 million in 2014 to $136 million in 2016, but then
falling to about $134 million in 2018. Although the average price per¢gfiuctuated

somewhat between 2014 and 2018, moving inversely to volume, it generally vacillated around
$3.05/Ib. Imports of fresh snapper increased steadily from 23.6 mp pw in 2014 to 31.2 mp pw in
2017, before declining slightly to 31.2 mp pw in 20T&tal revenue from fresh snapper imports
increased from $78 million in 2014 to an-tthe high of $98.5 million in 2018. The average

price decreased from $3.32/Ib to $3/Ib between 2014 and 2017 as volume increased, but rose to
$3.21/lb in 2018 when voluendeclined. Imports of fresh snappers primarily originated in

Mexico, Panama, and Nicaragua, and entered the U.S. through the port of Miami. Imports of
frozen snapper were substantially less than imports of fresh snapper from 2014 through 2018.
Frozen sapper imports ranged from 9.3 mp pw worth $26.5 million in 2014 to 14.4 mp pw

worth $40.2 million in 2018. The average price fluctuated around $2.85/lb during this time.
Imports of frozen snapper primarily originated in Brazil. The majority of fromapger imports
entered the U.S. through the ports of Miami and New York.

Total imports of grouper increased significantly (64%) from 10.4 mp pw in 2014 to 17.1 mp pw
in 2018. Total revenue from grouper imports also increased significantly (43%) 4@ $

million to $60.3 million during this time period. Revenue from grouper imports did not increase
as significantly as the volume due to a 15% decrease in the average price per pound of grouper
imports. Imports of frozen grouper were minimal from 2@réugh 2016, decreasing from 1.75

mp pw in 2014 to only 0.81 mp pw in 2016. However, frozen grouper imports increased
significantly in 2018, up to 4.6 mp pw. As a result, frozen grouper composed 27% of total
grouper imports in 2018 compared to only 1ire2014. Further, the average price per pound of
frozen imports decreased significantly, from $2.67/Ib to only $1.27/lb between 2015 and 2018.
Similarly, total revenue from frozen grouper decreased from $3.8 million to $1.5 million from
2014 to 2016, buhen increased to $5.8 million in 2018. The decline in the average price of
frozen grouper in combination with frozen product making up a higher proportion of total
imports explains why revenue from grouper imports, frozen and in total, did not inasease
significantly as volume from 2014 through 2018. The volume and revenue from fresh grouper
imports also increased from 2014 through 2018, increasing from 8.6 mp pw and $38.5 million in
2014 to 12.5 mp pw and $54.5 million in 2018, respectively. Avguege was relatively stable

at around $4.38/Ib. Thus, the price premium attached to fresh grouper relative to frozen grouper

Amendment 36B: Modifications to 55 Chapter 3. Affected Environment
Commercial IFQ Programs



is much greater than the premium attached to fresh snapper compared to frozen snapper. The
bulk of fresh and frozen grouper imp®originated in Mexico and entered the U.S. through
Miami and Tampa.

3.4.5 Economic Impacts of the Gulf of Mexico IFQ Fisheries

The commercial harvest and subsequent sales and consumption of fish generates business
activity as fishermen expend fundshiarvest the fish and consumers spend money on goods and
services, such as IFQ species purchased at a local fish market and served during restaurant visits.
These expenditures spur additional business activity in the region(s) where the harvest and
purchags are made, such as jobs in local fish markets, grocers, restaurants, and fishing supply
establishments. In the absence of the availability of a given species for purchase, consumers
would spend their money on substitute goods and services. As athesahalysis presented

below represents a distributional analysis only; that is, it only shows how economic impacts may
be distributed through regional markets and should not be interpreted to represent the impacts if
these species are not available farndest or purchase.

In addition to these types of impacts, economic impact models can be used to determine the
sources of the impacts. Each impact can be broken down into direct, indirect, and induced
economic i mpacts. A Di resultstofithe encneynindtially spentiimtiga c t s
study area (e.g., country, region, state, or community) by the fishery or industry being studied.
This includes money spent to pay for labor, supplies, raw materials, and operating expenses. The
direct economd impacts from the initial spending create additional activity in the local economy,
i.e., fAindirectodo economic I mpacts. td-ndirect
business transactions indirectly caused by the direct impacts. For exanspiesbes initially

benefiting from the direct impacts will subsequently increase spending at other local businesses.
The indirect economic impact is a measure of this increase in butiiAiegsiness activity,

excluding the initial round of spending whits included in the estimate of direct impacts.

Al nducedd economic impacts are the results of
and indirect economic impacts. For example, businesses experiencing increased revenue from
the direct and indir impacts will subsequently increase spending on labor by hiring more
employees, increasing work hours, raising salaries/wage rates, etc. In turn, households will
increase spending at local businesses. The induced impact is a measure of this increase in
householeto-business activity.

Estimates of the U.S. average annual business activity associated with the commercial harvest of
IFQ species in the Gulf were derived using the model developed for and applied in NMFS
(2018¥° and are provided in Table 3641. Specifically, these impact estimates reflect the

expected impacts from average annual gross revenues generated by landfiQgspaiciesrom

2014 through 2018. This business activity is characterized as jobs (full attdnggyincome

impacts (vages, salaries, and selfnployed income), valuadded impacts (the difference

between the value of goods and the cost of materials or supplies), and output impacts (gross
business sales). Income impacts should not be added to output (sales) impaststhecau

would result in double counting.

26 A detailed description of the input/output model is provided in NMFS (2011).
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Table 3.4.6.1. Average annual economic impacts of IFQ species in the commercial sector of the
Gulf reef fish fishery All monetary estimates are in thousands of 2018 déllarsd

employment is measured in falime equivalent jobs.

Harvesters Direct Indirect | Induced Total
Employment impacts 1,265 197 260 1,722
Income impacts 30,587 5679 13,733 49,999
Total valueadded impacts 32,604 20,445| 23,497 76,546
Output Impacts 56,653 46,092 45,613 148,358
Primary dealers/processors Direct Indirect | Induced Total
Employment impacts 263 105 183 551
Income impacts 9,980 9,197 8,699 27,877
Total valueadded impacts 10,638 11,736/ 16,378 38,752
Output impacts 32,122 24,195 32,014 88,331
Secondary wholesalers/distributors Direct Indirect | Induced Total
Employment impacts 122 27 119 268
Income impacts 5,946 1,768 6,253 13,967
Total valueadded impacts 6,338 2,966 10,681 19,985
Output impacts 15,925 5,806 20,772 42,504
Grocers Direct Indirect | Induced Total
Employment impacts 524 59 116 699
Income impacts 12,230 4,064 6,139 22,433
Total valueadded impacts 13,037 6,548 10,392 29,978
Output impacts 20,903 10,635 20,403 51,941
Restaurants Direct Indirect | Induced Total
Employment impacts 3,263 218 533 4,014
Income impacts 49,061 14,880, 28,102 92,043
Total valueadded impacts 52,297 26,597 47,349 126,243
Output impacts 95,625 41,621 93,434 230,680
Harvesters and seafood industry Direct Indirect | Induced Total
Employment impacts 5,437 606 1,211 7,254
Income impacts 107,804 35,588| 62,926 206,318
Total valueadded impacts 114,914 68,292| 108,297 291,503
Output impacts 221,228 128,349| 212,237 561,815

Estimates of the U.S. average annual business activity associated with the commercial harvest of
IFQ species in the Gulf were derivading the model developed for and applied in NMFS

(2018¥8 and are provided in Table 3.4.6.1. Specifically, these impact estimates reflect the
expected impacts from average annual gross revenues generated by landiQgspaiciesrom

2014 through 2018This business activity is characterized as jobs (full andtpaef), income

impacts (wages, salaries, and safiployed income), valuadded impacts (the difference

between the value of goods and the cost of materials or supplies), and output impsasts (gr

2" The commercial economic impact model has not been updated yet to produce esti@@16$.in
28 A detailed description of the input/output model is provided in NMFS (2011).
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business sales). Income impacts should not be added to output (sales) impacts because this
would result in double counting.

The results provided should be interpreted with caution and demonstrate the limitations of these
types of assessments. Thessults are based on average relationships developed through the
analysis of many fishing operations that harvest many different species; specifically reef fish in
this case. Separate models for indidal speciesre not available. Between 2014 and01
landings of Gulf IFQ species resulted in approximately $56.65 million (2018$) in gross revenue
on average. In turn, this revenue generated employment, incomeadalee, and output

impacts of 7,254 jobs, $206.3 million, $291.5 million, and $561.8amiper year, respectively,

on average.

3.5 Description of the Social Environment

This amendment affectle participants ithe RSIFQ and GFIFQ programs. This section
provides the background for the proposed actions which will be evaluated in Chapter
Commercial reef fish permits are included by state and community in order to provide
information on the geographic distribution of reef fish permit holders. Descriptions QRS

and GTFIFQ participantdaccountswith and without permits are includet the state and
community level. The topfishing communities involved in red snapper and grouper tilefish
fishing in the Gulf arédentified These community level data are presented in order to meet the
requirements of National Standard 8 of the MegmStevens Fishery Conservation and
Management Act (MagnuseBtevens Act). National Standard 8 requires the consideration of
the importance diishery resources to human communities when considering changes to fishing
regulations.

Recent descriptionsf the RSIFQ and GFIFQ programs are contained in annual reports
produced by NMF$201% and201%) and in Amendment 36A (GMFMC 2017and are
incorporated here by reference. These reortsamendmeniclude detailed information on
IFQ program partiipants, program activity, quadandings, pie informationenforcement
commercial engagement, regional quotient, local quotient, vulnerability indices, and top red
snapper and groupditefish communities

3.5.1 Commercial Permits

As described in Section 3.1, the majority of commercial reef fish permits are issued to
individuals residing in a Gulf state (99.3% as of December 31, 2018), with the greatest
proportion residing in Florida (80.1%), followed by Texas (8.8%), Louisian&d)5 Alabama
(4.5%), and Mississippi (0.8%, Table 3.1.1).

As of February 17, 202 total 0f833 commercial reef fish permits were valid, renewable, or
transferable (SERO Permit Office). Commercial reef fish permits are held by entities with
mailing adiresses in a total of 242 communities. Communities with the most commercial reef
fish permits are located in Florida and Texas (Table 3.5.1.1). The community with the most Gulf
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commercial reef fish permits is Panama City, Florida (approximately 8.2%@nohercial reef

fish permits, Table 3.5.1.1).

Table 3.51.1. Top communities by number of commercial reef fish permits.

State Community Permits
FL Panama City 69
FL Key West 39
FL St. Petersburg 30
FL Destin 23
FL Largo 22
X Galveston 22
FL Pensacola 20
FL Cortez 19
FL Seminole 19
FL Tampa 16
FL Clearwater 14
FL Hudson 11
FL Naples 11
X Houston 11
FL Apalachicola 10
FL Lecanto 10
FL Lynn Haven 10
FL Steinhatchee 10
FL Tarpon Springs 10
FL Winter Springs 10

Source: NMFS SEROpermitdatabaseccessed 2/17/20

3.5.2 IFQ Accounts

To land IFQmanaged species, fishermen need a permitted vessel and sufficient IFQ allocation in
the vessel 6s account to
more than onendividual, while others form business entities and open accounts in the name of
This makes it more difficuldt
always know who is behind the account, and whether the holders of an aeswdmin the

same area. In the following analysis, accounts are described at the state and community level
based on the mailing address of the individual; business; or primary entity which equates to the
primary individual listed on the account, if thecaant is held by more than one individual.

the business.

IFQ Accounts

and the fish. Some

Also called shareholder accounts, an IFQ account is required to hold shares and allocation. As
described above, people hold shares in accounts either as an individual, group of individuals, or a
business. The number of accounts is used here as a proxy to represent the number of participants
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As of February 19, 2020, a total of 683 IFQ accounts held shares in either-tR® R&gram

or GT-IFQ program, or both programs (IFQ database; includeseaatid suspended accounts).
The majority ofaccouns with sharediave a mailing address in Florida (76.9%aotounts with
sharesTable 3.5.21), followed by Texas (9.5%), Alabama (4.5%), and Louisiana (4.2%).
Accountswith mailing addresses in Mississippi and in other states (Arkansas, Georgia, lowa,
Michigan North Carolina, New York, Ohio, Oregon, South Carolina, Tennessee, Utah, and

Wyoming) also hold shares, hihiese states represent a smaller percentage of #hadobber of
accounts with shares

The greatest proportion shares irall share categories including deepter grouper (DW{

red grouper (RG), gag (GG), other shaHester grouper (SWG), tilefish (TF), and red snapper
(RS)areheldin accounts wth mailing addresses in Florigillowed by Texas, and Louisiana
(Table 3.5.2.1 Accounts in other Gulf states also hold shares, but these states represent a
smaller percentage of shares in each share category. Accounts in other states hold a sizable

percentage of shares for many of the share categories (for example, 8.826% DWG, 8.439% RG,
and 8.693% TF).

Table 3.5.21. Number of IFQaccounts with shares by state, including the percentage of shares
by stateby share category

DWG RG GG SWG TF RS

Shares| Shares| Shares| Shares| Shares| Shares
State | Accounts (%) (%) (%) (%) (%) (%)
AL 31| 1.015| 0.870| 1.647| 1.981| 0.492| 4.412
FL 525| 51.245| 84.268| 89.385| 77.309| 42.369| 46.890
LA 29| 5.817| 0.005| 0.372| 2.748| 10.230| 8.399
MS 10| 0.445| 0.143| 0.218| 0.668| 0.154| 2.424
TX 65| 32.630| 6.175| 4.386| 12.584| 38.015| 35.031
Other 23| 8.826| 8.439| 3.817| 4.260| 8.693| 2.772
Total 683 | 99.978| 99.900| 99.825| 99.550| 99.953| 99.929

Source:NMFS SERO IFQ database accessed 2/1Ma@e: Includes active and suspended accounts.

IFQ accounts with sharese held by people withnailing addresses in a total of 233
communities (IFQ database accessed 2/19/20). Communities with thacomshtsvith shares
are located in Florida and Tex@sable 3.5.2). The community with the moatcounts with
sharess Panama City, Florida (7.3% a€counts with shargdollowed by Key West, Florida
(3.7%), and Largo, Florida (34).
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Table 3.5.2.2.Top communities by number of IFQ accouwith shares, includig the
percentage of shares by community by share category

DWG RG GG SWG TF RS

Shares | Shares | Shares | Shares | Shares| Shares
State | Community | Accounts| (%) (%) (%) (%) (%) (%)
FL Panama City 50| 12.803| 4.912| 17.952| 12.262| 7.867| 11.863
FL Key West 25| 0.204| 0.519| 0.238] 1.513| 0.848| 0.008
FL Largo 21| 2.216) 8.511] 5.891] 2.614| 0.514| 0.470
FL St. Petersburg 18| 2.077| 4.472| 2.316| 2.443]| 0.775| 0.089
FL Destin 17| 2.589| 0.177/ 1.084| 1.076] 4.186| 6.288
FL Cortez 16| 4.083] 6.342| 1.714| 2.213| 3.454| 0.024
FL Pensacola 15| 1.260| 0.038, 0.577| 1.883] 4.082| 2.795
TX Galveston 14| 7.561| 0.487| 0.805| 2.818| 18.245| 14.337
FL Steinhatchee 13| 0.061| 2.126| 2.894| 1.371] 0.029| 0.524
FL Tallahassee 13| 0.001] 0.540, 1.227| 0.124] 0.002| 1.151
FL Tampa 12| 0.172] 0.548| 1.746|] 1.157| 0.020|, 0.013
FL Apalachicola 11| 3.112] 3.159| 7.532| 4.698| 3.024| 0.558
TX Houston 11| 19.783] 4.864| 1.506| 5.265| 14.743| 4.577
FL Clearwater 10| 0.591| 6.754| 4.286| 1.943| 0.638| 0.014
FL Seminole 10| 1.665] 3.163| 1.418| 1.900] 2.692| 0.024
FL Tarpon Springs 10 1.045] 2102 2.623] 1.199] 0.306] 0.077

Source: NMFS SERO IFQ database accessed 2/19/20.

The largest or maximum percent of shares heldcdommunity ranges fror8.511% for RG,
12.262% for SWG, 14.337% for RS, 17.952% for GG, 18.245% for TF1L@u7@% for DWG

(IFQ databasaccessed 2/19/20The percentage of shares by community varies widely by
share category and a large number of accounts with shares may not necessarily correlate to a
large percentage of shares in a particular category (Table 3.5.2.2). Some commuithities
relatively smaller number of accounts may have a larger percentage of shares in a particular
share category or categories. The community of Panama City, Florida includes the greatest
percentage of shares for GG and SWG; Galveston, Texas for TRSrdouston, Texas for

DWG; and Largo, Florida for RG.

IFQ Accounts with Permits

As of February 19, 2020, a total 9 IFQ accounts held shaiasat least one share category
and were also associated with a commercial reef fish p@fQtdatabase; igdes active and
suspended accountsyhe majority ofaccounts with shares that are also associaitdda permit
have a mailing address in Florida (78%actounts with shares that are associated with permits
Table 3.5.23), followed by Texas (10.3%), Louisiana (4.6%), and Alabama (4.38gounts

with mailing addresses in Mississippi and in other states (Arkansas, Georgia, New York, and
South Carolina) also hold shares amd associated wigpermits, buthese stateepresent a
smaller percentage of the total numbeaodountsvith shares that are also associated with
permits.
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Table 3.5.23. Number of IFQ accounts with shares that are associated with pbynsitate

including the percentage of shalssstateby share category

DWG RG GG SWG TF RS
State | Accounts | Shares | Shares| Shares| Shares| Shares| Shares

(%) (%) (%) (%) (%) (%)
AL 16 0.444| 0.845| 1.375| 1.623| 0.405| 3.558
FL 288| 41.148| 62.204| 67.238| 63.112| 36.581| 31.609
LA 17 4.605| 0.001| 0.214| 1.785| 10.145| 6.551
MS 4 0.251| 0.141| 0.186| 0.405| 0.147| 0.058
TX 38| 15.541| 4.107| 3.812| 11.083| 19.566| 25.415
Other 6 4.437| 1.844| 0.463| 1.454| 2.618| 1.454
Total 369| 66.425| 69.140| 73.287| 79.462| 69.462| 67.978

Source:NMFS SERO IFQ database accessed 2/19Kafite: Includes active and suspended accounts.

The total percentage of shares held by accounts that are associated with permits ranges from
66.425% for DWG, 67.978% for RS, 69.140% for RG, 69.462% for TF, 73.287% for GG, and
79.462% for SWG (Table 3.53). The greatest proportion ehares that are associated with
permits aréneld by accounts with mailing addresses in Flgridbowed by Texas, and

Louisiana. Accounts in other Gulf states also hold shares and are associated with permits, but
these sties represent a smaller percentage of shares in each share category. Accounts in other
states hold a somewhat sizable percentage of shares for some of the share categories (for
example, 4.437% DWG and 2.618% TF).

IFQ accounts with shares that @leo associatedith permits have mailing addresses in a total

of 152 communities (IFQ database accessed 2/19/20). Communities with thecomasttsvith
shares that are associated va#rmits are located in Florida and Tex&alfle 3.5.24). The

community with the mostccounts with shares that are associatigtd permits is Panama City,
Florida (7.3% ofaccounts with shares that are associafiga permits), followedy Cortez and

Key West, Florida (each with 4.1%7.he largest or maximum percentsbfares held ia
communityby accounts that are associated with pernaitgjes fron6.719% for RG, 10.821%

for SWG, 10.945% for RS, 11.777% for DWG, 12.045% for TF, and 12.768% f¢tF&G

database accessed 2/19/20he percentage of shares by commumdsies widely by share

category and a large number of accounts may not necessarily correlate to a large percentage of
shares in a particular category (Table 3.5.2.4). Some communities with a relatively smaller
number of accounts may have a larger pesgntf shares in a particular share category or
categories. The community of Panama City, Florida includes the greatest percentage of shares
for DWG, GG, and SWG; Galveston, Texas for TF and RS; and Largo, Florida for RG.
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Table 3.5.24. Top communitis by number of IFQ accountsth shares that are associated with
permits, including the percentage of shares by community by share category

DWG RG GG SWG TF RS

Shares | Shares | Shares | Shares | Shares | Shares
State | Community | Accounts| (%) (%) (%) (%) (%) (%)
FL Panama City 27| 11.777| 4.183| 12.768| 10.821| 6.578| 10.772
FL Cortez 15| 4.026| 5.744 1.629| 2.138| 3.414| 0.023
FL Key West 15| 0.046| 0.253 0.121] 1.139| 0.003| 0.000
FL Largo 11 1.329| 6.719 4,739 2.208| 0.206| 0.042
FL St. Petersburg 11 1.779| 4.121 2.309| 1.919| 0.775| 0.089
TX Galveston 9 6.840| 0.118 0.320| 1.888| 12.045| 10.945
TX Houston 9 5.078| 3.179 1.506| 5.265| 2.530| 4.309
FL Apalachicola 8 3.108| 3.078 7.441| 4.308] 3.024| 0.557
FL Destin 8 2.421| 0.029 0.842| 0.942| 4.185| 5.801
FL Seminole 8 1.662| 3.046 1.418| 1.899| 2.688| 0.024
FL Steinhatchee 7 0.061| 1.670 2.419| 1.336| 0.028| 0.496
FL Tampa 7 0.170| 0.447 1.735| 0.157| 0.020] 0.011

Fort Walton
FL Beach 6 0.378| 0.152 0.423| 0.607| 0.043| 0.976
FL Naples 6 0.060| 1.043 0.515| 0.846| 0.000/ 0.010
FL Pensacola 6 0.822| 0.018 0.303] 1.008| 4.053| 1.647
Tarpon

FL Springs 6 1.044| 2.015 2.477) 1.109| 0.304| 0.077

Source: NMFS SERO IFQ database accessed 2/19/20

IFQ Accounts without Permits

As of February 19, 2020, a total of 314 IFQ accounts held shaat$eimst onshare category

and did nohold a commercial reef fish permit (IFQ database; includes active and suspended
accounts).The majority ofaccounts with shares, but that are not associatedoeithits have a
mailing address in Florida (75.5% a€counts witlshares, butvithout permits;Table 3.5.25),
followed by Texas (8.6%Alabama (4.8%)louisiana (3.8%)and Mississippi (1.9%)
Accountswith mailing addresses in other states (Georgia, lowa, Michigan, North Carolina, New
York, Ohio, Oregon, South Carnl, Tennessee, Utah, and Wyoming) also hold shares without
permits anccumulativelythese states represent a sizable percentage of the total number of
accounts with shares, bariithout permits (5.4%).
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Table 3.5.25. Number of IFQ accounts with shardut without permitby state including the
percentage of sharby stateby share category

DWG RG GG SWG TF RS
Accounts| Shares| Shares| Shares| Shares| Shares| Shares

State (#) (%) (%) (%) (%) (%) (%)
AL 15| 0.571] 0.025| 0.272| 0.358| 0.087| 0.854
FL 237| 10.097| 22.064| 22.147| 14.197| 5.788| 15.281
LA 12| 1.212| 0.004| 0.158| 0.963| 0.085| 1.848
MS 6| 0.194| 0.002| 0.032| 0.263| 0.007| 2.365
TX 27| 17.090| 2.069| 0.574| 1.501| 18.449| 9.616
Other 17| 4.389| 6.595| 3.354| 2.806] 6.075| 1.987
Total 314| 33.553| 30.759| 26.537| 20.088| 30.492| 31.951

Source: NMFS SERO IFQ database accessed 2/19/20. Note: Incudes active and suspended accounts.

The total percentage of shares held by accounts that are not associated with permits ranges from
20.088% for SWG, 26.537% for GG, 30.492% for TF, 30.759% for RG, 31.951% for RS, and
33.553% for DWG (Table 3.5.2.5Y he greatest proportion ehares thatra not associated with
permits areneld by accounts with mailing addresses in Floadd Texas. Accounts in other

Gulf states also hold shares and are not associated with permits, but these states represent a
smaller percentage of shares in each shdaegogy. IFQ accounts in other states that are not
associated with permits hold a sizable percentage of shares for some of the share categories (for
example, 6.595% RG and 6.075% TF).

IFQ accounts with shares, bartthout permits have mailing addressia a total ofl54
communities (IFQ database accessed 2/19/20mmunities with the mostccounts with shares
that are noaissociated witlpermits are locatedhiFlorida and Texas (Table 3.%2 The
community with the mosdccounts with shares, buttihwout permits is Panama City, Florida
(7.3% ofaccounts with shares, bartthout permits, Table 3.5.8), followedby Key West,

Largo, and Tallahassee, Florida (each with 3.2%).

The largest or maximum percent of shares hellcommunityby accountshat are not

associated with permitanges froml.944% for SWG, 4.562% for RS, 5.073% for RG, 5.184%
for GG, 12.212% for TF, and 14.704% for DWIEQ database accessed 2/19/Z0he

percentage of shares by community varies widely by share categoryaagd aumber of

accounts may not necessarily correlate to a large percentage of shares in a particular category
(Table 3.5.2.6). Some communities with a relatively small number of accounts may have a
larger percentage of shares in a particular shargagter categories (for example, three

accounts in Mt. Pleasant, South Carolina hold 6.072% of TF shares). The community of
Houston, Texas (not shown in Table 3.5.2.6) includes the greatest percentage of shares for DWG
and TF; Lecanto, Florida (not shownTable 3.5.2.6) for RG and SWG; Panama, Florida for

GG; and Lynn Haven, Florida for RS.
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Table 3.5.2.6. Top communities by number of IFQ accouwith shares, butvithout permits
including the percentage of shares by community by share category

DWG RG GG SWG TF RS
Accounts| Shares | Shares| Shares| Shares| Shares| Shares

State | Community (#) (%) (%) (%) (%) (%) (%)
FL Panama City 23| 1.025| 0.729| 5.184| 1.441| 1.290| 1.091
FL Key West 10| 0.158] 0.266| 0.117| 0.374| 0.845| 0.008
FL Largo 10| 0.887| 1.791| 1.152| 0.407| 0.308| 0.429
FL Tallahassee 10| 0.000| 0.433| 0.766| 0.057| 0.000{ 0.390
FL Destin 9| 0.168| 0.148| 0.242| 0.134| 0.001| 0.487
FL Pensacola 9| 0.438| 0.019| 0.273] 0.875| 0.029| 1.148
FL Lynn Haven 7| 0.008] 0.197| 0.669| 0.343| 0.000| 4.562
FL St. Petersburg 7| 0.298| 0.351] 0.007| 0.524| 0.000| 0.000
FL Steinhatchee 6| 0.000/ 0.456| 0.475| 0.035| 0.000| 0.028
FL Clearwater 5| 0.353| 1.018] 2.427| 0.010| 0.292| 0.000
FL Hudson 5| 0.557| 0.940| 0.770| 0.277| 0.561| 0.000
FL Madeira Beach 5| 0.849| 0.573] 0.357| 0.478| 0.458| 0.025
FL Tampa 5| 0.002| 0.101] 0.011] 1.001| 0.000| 0.002
TX Galveston 5| 0.721| 0.369| 0.485| 0.930| 6.199| 3.392
FL Palm Harbor 4| 0.207] 0.830( 1.097| 0.397| 0.001| 0.022
FL Panacea 4| 0.000f 0.065| 0.185| 0.002| 0.000] 0.000
FL Riverview 4| 0.000f 0.547| 0.003| 0.000/ 0.000| 0.000

FL TarponSprings 4| 0.000] 0.087] 0.146| 0.090| 0.002| 0.000
Source: NMFS SEROIFQ database accessed 2/19/20.

3.5.3 Fishing Communities

This section provides two analyses to measure the importance of the IFQ programs to

communities in the Gulf. The Fishing Engagement Index scores and Regional Quotient are

provided for both programs together, then for each program individuktilg.Fishimg

Engagement Index is an indicator of the importance of the IFQ species in a community relative

to other communities. It is a measure of the presence of fishing activity for IFQ species,

including pounds and value, number of reef fish permits, and nurhbeef fishdealerswithin

the communityAnot her measure of a comproglamdsitss i nvol \
Regional QuotientRQ). The IFQRQ is the proportion adfFQ allocationlanded within a

community out of the total amount of IFflocationlanded. It is an indicator of the percent

contribution in value of IFQllocationlanded within that community relative &l communities

IFQ Programs

The Fishing Engagement Index scores for thdiR@and GFIFQ Programs are presented in
Table 3.5.3.1 Table 3.5.3.1 identifies thep 20 communities that were highly engaged (1.0
standard deviation or more above the mean) in thepteQrans for at leastl year from 2014
through 2018.
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Table 3.5.3.1 Fishing Engagement Index scores of communities highly engaged in the IFQ

prograns foroneor more year$20142018.

Community 2014 2015 2016 2017 2018
Madeira Beach, FL 9.523 9.047 8.723 8.177 7.722
Galveston, TX 6.254 6.939 7.508 7.403 7.606
PanamaCity, FL 6.235 5.863 6.062 6.764 7.068
Destin, FL 3.652 4.263 3.747 3.710 3.528
Key West, FL 3.635 3.782 4.030 3.321 3.270
Apalachicola, FL 2431 2.435 2.469 2.658 2.800
Golden Meadow, LA 1.362 1.760 1.563 2.570 2.771
Cortez, FL 2.002 2.054 2.397 2.247 2.149
Tarpon Springs, FL 3.350 2.609 2.545 2.176 2.096
Pensacola, FL 1.903 1.712 1.667 1.371 1.621
St. Petersburg, FL 1.016 0.957 1.163 1.584 1.459
Houma, LA 0.160 0.551 0.469 1.172 1.351
Indian Shores, FL 1.095 1.082 0.932 1.237 1.325
Venice, LA 0.958 1.038 1.043 0.968 1.110
Bon Secour, AL 0.142 0.144 0.753 0.775 1.071
Redington Shores, FL| 1.451 1.527 1.306 1.099 0.969
Ft. Myers Beach, FL 1.180 1.506 0.945 0.995 0.913
Steinhatchee, FL 1.217 1.351 1.325 1.017 0.875
Bayou La Batre, AL 0.255 0.405 0.507 1.005 0.749
Ft. Myers, FL 0.401 0.541 1.005 0.935 0.547

Source:NMFS SERO Community ALS, anMFS SERO IFQ and permits databases accessed
2/19/20 Note:Shadectells indicate high engagement.

The majority ofhighly engaged communitieseain Florida, with Galveston, Texas and Golden

Meadow, Louisianghe only two communities outside the state that were highly engaged

throughout the time serie©ther communities, like Indian Shores, Redington Shores, and

Stenhatchee, Brida, have been highly engagéaut of the5 years Venice,Louisianawas

highly engaged foB out of the5 years.

The engagement scores for the communities that were highly engaged throughout the time series

display some fluctuation, but tend to be fairly stable for most communities community of

Madeira Beach, Floridaas remained at the top throughout the theiees, but has demonstrated

a decrease in engagement in recent years.

The RSIFQ and GFIFQ RQ is presented in Figure 3.5.3A.
landings is not static and changes owaet and therefore, Figure 3.5.3.1 provides rankings by
RQ value for 5 years: 2014 to 2018.

communityodos

proport
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Figure 3.5.3.1 Top 10communities ranked by R@alue)for RS and GTIFQ allocation

(20142018.
Source:NMFS SERO IFQ database acces2&®/20.Note: The actual RQ values {gxis) are omitted from the
figure to maintain confidentiality.

The top three communities in terms of the value of commercial landings of RS afk@QGT
allocation are Galveston, Texas; Madeira Beach, FloridaPandma City, Florida (Figure

3.5.3.1). Although Madeira Beach, Florida ranked first for the value of red snapper and-grouper
tilefish landings in 2014 through 2016, the community has since been replaced by Galveston,
Texas in terms of landings of red spapand groupeitilefish.

Red Snapper

The Fishing Engagement Index scores for thelR@ Program are presented in Table 3.5.3.2
There are 13 communities in Table 3.5.3.2 thak ashighly engaged (1.0 standard deviation or
more above the mean) the RSIFQ Program for at leadtyear from 2014 through 2018.
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Table 3.5.3.2 Fishing Engagement Index scores of communities highly engaged R&tHeQ
Programfor one or more year2014through 2018

Community 2014 | 2015 | 2016 | 2017 | 2018
Galveston, TX 12.169| 11.349| 12.488| 11.198| 11.371
Panama City, FL 5.008| 5.116| 4.815| 6.380| 6.579
Destin, FL 6.826| 7.432| 6.170| 5.605| 4.774

Golden Meadow, LA| 2.361| 2.606| 2.496| 3.151| 3.298
Madeira Beach, FL 1.755| 1.947| 1.766| 2.046| 2.698

Apalachicola, FL 1.703| 2.138] 1.790| 2.446| 2.383
Houma, LA 0.357| 1.161| 1.004| 2.475| 2.380
Key West, FL 2.188| 2.291| 2.264| 2.252| 2.217
Pensacola, FL 1.549| 1.546| 1.446| 1.520| 1.589
Freeport, TX 1.067| 1.396| 1.084| 1.628| 1.329
Matagorda, TX 0.875| 1.106| 1.015] 1.231| 1.238
Tarpon Springs, FL 1.237| 1.207| 1.151| 1.121| 1.229
Port Bolivar, TX 1.007| 1.249| 0.924| 1.101| 1.094

Source:NMFS SERO Community ALS, anNMFS SERO IFQ and permits databases accessed
2/19/2Q0 Note: Shadectells indicate high engagement.

Highly engagedommunities are located in Texaida, and Louisiana. Houma, Louisiana
and Matagordalexaswere highly engaged farof the5 years. For those communitigbat
rank highestRSIFQ engagement has fluctuatetihhe community of Galveston, Texhas
remained at the top for the entire time seri@ae community of Panama City, Florilas
demonstrated an increase in-B®) engagement; whereas the community of Destorjda has
demonstrated a decrease in recent years.

The RSIFQ RQ is presented ingure 3.5.3.2A communi tydés proportion
static and changes over time, and therefore, Figure 3.5.3.2 provides rankings by RQ value for 5
years: 2014 to 2018.
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Figure 3.5.3.2 Top 10communities ranked by R@alue)for red snappef20142018.
Source:NMFS SERO IFQ database accessed 2/12Kafite The actual RQ values-gxis) are omitted from the
figure to maintain confidentiality.

The top three communities in terms of the value of commercial landings of red snapper are
Galveston, Texas; Destin, Florida; and Golden Meadow, Louisiana (Figure 3.5.3.2). The
community of Galveston, Texas consistently ranked first for the value of apgenlandings
from 2014 through 2018.

Grouper-Tilefish

The Fishing Engagement Index scores for thellB) Program are presented in Table 3.5.3.3.
Table 3.5.3.3 identifies the top 19 communities that were highly engaged (1.0 standard deviation
or more above the mean) in the @HQ Program for at least 1 year from 2014 through 2018.
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Table 3.5.3.3 Fishing Engagement Index scores of communities highly engaged@TtheQ
Programfor oneor more year$2014through 2018

Community 2014 2015 2016 2017 2018
Madedra Beach, FL 11.618| 11.774| 11.502| 11.478| 11.267
Panama City, FL 5.829 5.323 5.660 5.800 6.218
Key West, FL 3.700 3.841 4.127 3.419 3.382
Galveston, TX 2.598 3.151 3.354 3.695 3.276
Cortez, FL 2.448 2.911 3.032 3.124 3.138
Apalachicola, FL 2.424 2.323 2.600 2.511 2.867
Tarpon Springs, FL 3.697 3.011 2.929 2.637 2.548
Destin, FL 1.704 1.692 1.714 1.755 1.801

Saint Petersburg, FL 1.039 1.020 1.316 1.842 1.763
Redington Shores, FL 1.836 2.055 1.785 1.590 1.611

Indian Shores, FL 1.166 1.312 1.096 1.451 1.588
Golden Meadow, LA 0.607 0.783 0.636 1.395 1.558
Clearwater, FL 0.977 0.927 0.648 0.829 1.315
Pensacola, FL 1.619 1.323 1.298 0.923 1.100
Bokeelia, FL 0.386 0.432 0.625 0.660 1.065
Fort Myers Beach, FL 1.279 1.432 1.061 1.111 1.017
Steinhatchee, FL 1.252 1.352 1.334 0.984 0.851
Crystal River, FL 1.091 1.032 0.899 0.741 0.757
Fort Myers, FL 0.449 0.586 1.196 1.161 0.725

Source: NMFS SERO Community ALS, andMFS SERO IFQ angermits databases accessed
2/19/20 Note:Shadectells indicate high engagement.

The majority of highly engaged communities are in Florida, @ifiveston, Texathe only
community outsidef Floridathat was highly engaged throughout the time sefié®
community of Pensacola, Florida Hasen highly engaged fdrof the5 years The community
of Steinhatchee, Florida has been highly engaged for 3 of the 5 Jde&T-IFQ engagement
scores fohighly engaged communities display some fluctuatinr tend to be fairly stable for
most communitiesThe community of Madeira Beach, Florilas remained at the top
throughout the time series.

The GTFIFQ RQ is presented in Figure 3.5.333. communi t yds proportion
not static and¢hanges over time, and therefore, Figure 3.5.3.3 provides rankings by RQ value for
5 years: 2014 to 2018.
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Figure 3.5.3.3 Top 10communities ranked by R@Qalue)for groupettilefish (20142018.
Source: NMFS SERO IFQ databasmessed 2/12/2MNote: The actual RQ values-&xis) are omitted from the
figure to maintain confidentiality.

The top four communities in terms of the value of grotpefish landings are Madeira Beach,
Panama City, Apalachicola, and Cortez, Florida (Figure 3.5.3.3). The community of Madeira
Beach, Florida consistently ranked first for the value of gretifgfish landings from 2014
through 2018.

3.5.4 Environmental Justice

Executive Order (E.O.) 12898 requires federal agencies conduct their programs, policies, and
activities in a manner to ensure individuals or populations are not excluded from paotcipati

or denied the benefits of, or subjected to discrimination because of their race, color, or national
origin. In addition, and specifically with respect to subsistence consumption of fish and wildlife,
federal agencies are required to collect, mantnd analyze information on the consumption

patterns of populations who principally rely on fish and/or wildlife for subsistence. The main
focus of E.O. 12898 is to consider fAthe dispr
environmental effectsf its programs, policies, and activities on minority populations ane low

i ncome populations in the United States and i
as environmental justice (EJ

Information is available concerning comanities overall status with regard to minorities and

poverty (e.g., census data). To help assess whether any EJ concerns may be present within
regional communities, a suite of indices were created to examine the social vulnerability of

coastal communitiesThe three indices are poverty, population composition, and personal
disruptions. The variables included in each of these indices have been identified through the

|l iterature as being Iimportant components that
Indicators such as increased poverty rates for different groups, more single lieaxddel
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households and households with children under the age of five, disruptions such as higher
separation rates, higher crime rates, and unemployment all are signsilattipog experiencing
vulnerabilities. Again, for those communities that exceed the threshold it would be expected that
they would exhibit vulnerabilities to sudden changes or social disruption that might accrue from
regulatory change.

Figures 3.5.4.1 ah3.5.4.2 provide the social vulnerability of the top commercial reef fish
communities identified in Section 3.5 as having the most IFQ accounts, permits, and landings
Two communities exceed the threshold of one standard deviation above the meathifee all

indices (Bayou La Batre, Alabama and Freeport, Texas). Several other communities exceed the
threshold of one standard deviation above the mean for any of the indices (Bon Secour,
Alabama; Crystal River, Florida; Lecanto, Florida; Venice, Louisiand;Houston, Texas).

These communities would be the most likely to exhibit vulnerabilities to social or economic
disruption due to regulatory change.
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Figure 3.54.1. Social vulnerability indices for topommercial reef fish communities
Source: NMFS SERO, Community Social Vulnerability Indicators Database 2018 (American Community Survey
20122016).
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Figure 3.5.4.2. Social vulnerability indices for top commercial reef fish communities
Source: NMFS SERO Community Social Vulnerability Indicas Database 2018 (American Community Survey
20122016).

People in these communities may be affected by fishing regulations in two paayisipation
and employment. Although these communities may have the greatest potentiatdocé&ds,
data are not available on the race and income status for those involved in the local fishing
industry (employment), or for their dependence on reefgesterally or IF@managed species
specifically(participation). Although no EJ issues have beentified, the absence of potential
EJ concerns cannot be assumed.

3.6 Description of the Administrative Environment

3.6.1 Federal Fishery Management

Federal fishery management is conducted under the authority of the Magstesens Act (16

U.S.C. 180%t seq), originally enacted in 1976 as the Fishery Conservation and Management
Act. The Magnusoistevens Act claims sovereign rights and exclusive fishery management
authority over most fishery resources within the EEZ, an area extending 200 nautical mmles fro
the seaward boundary of each of the coastal states, and authority over U.S. anadromous species
and continental shelf resources that occur beyond the EEZ.

Responsibility for federal fishery management is shared by the Secretary of Commerce
(Secretary) amh eight regional fishery management councils that represent the expertise and
interests of constituent states. Regional councils are responsible for preparing, monitoring, and
revising management plans for fisheries needing management within theicjioisdiThe

Secretary is responsible for promulgating regulations to implement proposed plans and
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amendments after ensuring management measures are consistent with the MatguesmAct
and with other applicable laws summarized in AppemliXn most ases, the Secretary has
delegated this authority to NMFS.

The Council is responsible for fishery resources in federal waters of the Gulf. These waters
extend to 200 nautical miles offshore from the seaward boundaries of the Gulf States of
Alabama, Florid, Louisiana, Mississippi, and Texas, as those boundaries have been defined by
law. The length of the Gulf coastline is approximately 1,631 miles. Florida has the longest
coastline of 770 miles along its Gulf coast, followed by Louisiana (397 mileasT881

miles), Alabama (53 miles), and Mississippi (44 miles).

The Council consists of seventeen voting members: 11 public members appointed by the

Secretary; one each from the fishery agencies of Texas, Louisiana, Mississippi, Alabama, and
Floridg and one from NMFS. The public is also involved in the fishery management process
through participation on advisory panels and through Council meetings that, with few exceptions

for discussing personnel matters, are open to the public. The regulaioegprs also in
accordance with the Administrative Procedures
rulemaking, which provides extensive opportunity for public scrutiny and comment, and requires
consideration of and response to those comments.

Regulat ons cont ained within FMPs are enforced th
Enforcement, the United States Coast Guard, and various state authorities. To better coordinate
enforcement activities, federal and state enforcement agencies have devetysrdto/e

agreements to enforce the Magnusiavens Act. These activities are being coordinated by the
Council 6s Law Enforcement Technical Commi ttee
Commi ssiond6s Law Enforcement Cenforoeméent ee, whi ch
agreements and cooperative enforcement progfams

TheRSIFQ and GFIFQ programs are administered by NMFS. eiograns annually place
allocation into shareholder accounts. NMFS records landing transactions and allocation and
share transfer¥ The MagnusotStevens Act requires the Secretary to adopt regulations
implementing a cost recovery program to recover the actual costs of managing, administering,
and enforcing the IFQ program3he cost recovery fee established for the IFQ progiam
currently 3% of the actual exessel value ofFQ species The FQ allocation holders who
complete a landing transaction with a dealer are responsible for payment of tMofaes
collected are used for administration of the program, maintenancekeepuof the online

system and software, enforcement of the IFQ program, and scientific res€atahrecovery

fees for each year can be found in the 2019R®and GTFIFQ programannual reports (NMFS
2019a and 2019b).

Reef fish stocks are assesdatigh the SEDAR process. As species are assessed, stock
condition and acceptable biological catch levels are evaluated. As a result, periodic adjustments
to stock ACLs and other management measures are deemed needed to prevent overfishing.
Management masures are implemented through plan or regulatory amendments.

29 https://www.gsmfc.org/ijf.php
30 https://portal.southeast.fisheries.noaa.gov/cs/main.html#
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3.6.2 State Fishery Management

The purpose of state representation at the Council level is to ensure state participation in federal
fishery management decisionmaking and to promote the developmehtompatible regulations

in state and federal waters. The state governments of Texas, Louisiana, Mississippi, Alabama,

and Florida have the authority to manage their respective state fisheries. Each of the five Gulf

States exercises legislative andudgat or y aut hority over their re:
through discrete administrative units. Although each agency is the primary administrative body
with respect to the statesdo natural rderl@dources
regulatory agencies when managing marine resources. A more detailed description of each

stateds primary regulatory agency for marine
(Table 3.6.2.1).

Table 3.6.2.1. Gulf state marine resource agges and Web pages.

State M arine ResourceAgency Web page

Alabama Marine Resources Division http://www.outdooralabama.com/
Florida Fish and Wildlife Conservation Commissiq http://myfwc.com/

Louisiana Department of Wildlife and Fisheries | http://www.wilf.louisiana.gov/

Mississippi Department of Marine Resources http://www.dmr.ms.gov/
Texas Parks and Wildlife Department http://tpwd.texas.gov/
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CHAPTER 4. ENVIRONMENTAL CONSEQ UENCES

4.1 Permit Requirement

Alternative 1. No Action. Do not establish new requirements to obtain or maintain individual
fishing quota (IFQ) shares.

Alternative 2: In order to obtain (transfer into a shareholder account) or nrasttares (hold
existing shares in a shareholder accowtshareholder accounts must be associated with a
valid or renewable commercial reef fish permit. A shareholder account is considered to be
associated with a permit if the permit has the exanesentities listed on both the shareholder
account and permit.

Alternative 3: In order to obtain (transfer into a shareholder account), or maintain shares (hold
existing shares in a shareholder accowtigreholder accounts establislatgr December 31

2014 and that are still activeust be associated with a valid or renewable commercial reef fish
permit. A shareholder account is considered to be associated with a permit if the permit has the
exact same entities listed on both the shareholder acandmgermit.

Alternative 4: In order to obtain (transfer into a shareholder account), or maintain shares (hold
existing shares in a shareholder accowtigreholder accounts establiskadgr October 2,

2019,(Reef Fish AP meeting dataid that aretsl active must beassociated with a valid or
renewable commercial reef fish permit.shareholder account is considered to be associated

with a permit if the permit has the exact same entities listed on both the shareholder account and
permit.

Alternative 5: In order to obtain (transfer into a shareholder account), or maintain shares (hold
existing shares in a shareholder account), shareholder accounts estéblisivaty

implementation of this amendmeantstbeassociated with a valid or rewable commercial reef

fish permit. A shareholder account is considered to be associated with a permit if the permit has
the exact same entities listed on both the shareholder account and permit.

4.1.1 Direct and Indirect Effects on the Physical Environment

As described isection 3.2adult reef fish such as red snapper, groupers, and tilefish, which are
targeted by the reef fish fishese typically associated witiard bottom (e.ggoral reefs,

artificial reefs, rocky hardbottom substrates, ledges araVes, sloping scfhottom areas, and
limestone outcroppings Commercial ref fish fishinguses handines (mostly bandit rigs and
electric reels, occasionally raahdreel)andbottom longlines (se6MFMC 201D, 2015 and

2017). The following describethe effects of common fishing gear on the physical
environment.

Handlinegearused in fishing for reef fish igenerallysuspended ovérard bottonbecause
many managed reef fish speceeurhigheroverthis type of substratthanoversand or mud
bottoms (GMFMC 2004). Handine gear is less likely to contact the bottom than longlines, but

Amendment 36B: Modifications to Chapter 4Environmental Consequences
Commercial IFQ Programs 76



still has the potential to snag and entangle bottom structures and cawfésteanbrasions
(Barnette 2001) In using bandit gear, a weighted line is lowereth®bottom, and then the lead

is raised slightly off the bottom (Siebenaler and Brady 19%8g gear is in direct contact with

the bottom for only a short period of timBarnette (2001) suggests that physical impacts may
include entanglement and mindegradation of benthic species from line abrasion and the use of
weights (sinkers) Commercial fishing with roéandreel alsdaysgear on the bottomThe

terminal part of the gear is either lifted off the bottom like fishing with bandit gear, or left
contacting the bottomSometimes the fishing line can become entangled on coral and hard
bottom outcroppingsThe subsequent algal growth can foul and eventually kill the underlying
coral (Barnette 2001)Researchers conducting studies inrgsrictedishing areaat Madison
Swanson reported seeing lost fishing line on the bottom, much of which appeared to be fairly old
and covered with growtiA( David, Southeast Fisheries Science Center, pers. goagiear
indication that bottom fishing has hadiarpact on the physical environment prior to fishing

being prohibited in the are&MFMC 2003.

Anchor damage is also associated vidimdine fishing vessels, particularly by the recreational

sector where fisfrmen may repeatedly visit watlarked fisling locations Hamilton(2000)

points out that #Afavoriteo fishing areas such
particularly with the advent of global positioning technolo@ye cumulative effectsf repeated

anchoring could damage the hard bottom areas where fishingefdishoccurs.

Bottom longline gear is deployed over hard bottom habitats using weights to keep the gear in
direct contact with the bottonits potential for adverse impact is dependenthentype of

habitat it is set on, the presence or absence of currents, and the behavior of fish after being
hooked In addition, this gear upon retrieval can abrade, snag, and dislodge smaller rocks,
corals, and sessile invertebrates (Hamilton 2000; &&#r2001) Direct underwater

observations of longline gear in the Pacific halibut fishery by High (1998) noted that the gear
could sweep across the botto®ome halibut were observed pulling portions of longlines 15 to

20 feet over the bottomAlthoughthe gear was observed in contact with or snagged on a variety
of objects including coral, sturdy soft corals (e.g., gorgonians) usually appeared unharmed while
stony corals often had portions broken dffowever, in a different study where deployed hwotto
longline gear was directly observed (Atlantic tilefish fishery), no evidence of gear movement
was documented, evevhen placed in strong currer{tSrimes et al1982) This was attributed

to anchors set at either end of the bottom longline as welisisweights along the line to

prevent movementBased on these direct observations, it is logical to assume that bottom
longline gear would have a minor impact on sandy or muddy habitat &teasver, due to the
vertical relief that harthottom and cal reef habitats provide, it would be expected that bottom
longline gear may become entangled, resulting in potential negative impacts to habitat (Barnette
2001) Because bottom longlines are a minor gear type used in harvessgirfgshby the
commerciasector, any effects to the physical environment by this gear as a result of this action
would likely be minor

It is unclear whether commercial reef fish vessel permits are needed to hold IFQ shares
(Alternative s 2-5) or not Alternative 1) should efiect on the physical environment. Although

not directly affecting the physical environment, indirect effects may occur if changing the share
ownershiprequirement causes a shift vessels being used and gear types being deployed.

Amendment 36B: Modifications to Chapter 4Environmental Consequences
Commercial IFQ Programs 77



However, the extent of arghift would be constrained by the annual catch limits (ACL) and
guotas that govern how many fish may be caught. Thus, any effect would likely be minimal
regardless of the alternative.

4.1.2 Direct and Indirect Effectson the Biological Environment

Types of drect and indirect effects from fishery management actions have been discussed in

detail for a variety of reef fish species in past Reef Fish FMP Amendments (e.g., GMFMC

2004, 2007, 2008 2008, 2008, 2009, 201k, 201D, 2012, 2015, 2016and2017) and are
incorporated here by referendglanagement actions that affect this environment mostly relate

to the impacts of fishing on a speciesd popul
within its habitat. Removal of fish from the popuda through fishing reduces the overall

population size. Fishing gears have different selectivity patterns which refer to a fishing

met hododés ability to target and capture organi
number of discards, mostlulslegal fish or fish caught during seasonal closures, and the

mortality associated with releasing these fiBtotential impacts of the 20Ieepwater Horizon

MC252 oil spill on the biological/ecological environnigloycatch, and protected specaee

discussed in Section 3.3This action is not expected to have amnificant effecon the

biological environment regardless of which alternative is seledibd.IFQ species affected by

this action are managed Qyotas and ACLs that limit the harvest. ThubgetherlFQ accounts

must be associated with a commercial reef fish pgttiernative s 2-5) or not @lternative 1),

should nossubstantially affect IFQ stocksThus, the action should have no direcinalirect

effects on the biological environment.

4.1.3 Direct and Indirect Effects on the Economic Environment

Alternative 1 (No Action) would notestablishadditionalrequirements to obtain or maintain IFQ
shares.Shareholder account owners would be ableotdinue to participate in the IFQ
programs with or without having reef fish permits associated with their accounts. Therefore,
Alternative 1 would not be expected to result in economic effects.

Alternatives 2-5 would establish new permit requirements to acquire or maintain IFQ shares in
shareholder accountglternative 2 would require that in order to acquire or maintain IFQ
shares, all shareholder accounts must be associated valid @ar renewable commegtireef

fish permit Alternatives 3-5 would require an associated permit for various subsets of
shareholder accounts. Shareholder accounts created before January Alté@idige 3), or
before October 3, 201%lternative 4), or before the implemeritan date of this amendment
(Alternative 5) would be exempt from the permit requirement. Relativ&lternative 1,
economic effects expected to result from these alternatives would be determined by several
factors including the number of shareholder acts subject to the new permit requirement and
possible mitigating actions considered by owners of these shareholder accounts to lessen
potential adverse effects.

Alternative 5, which is the least restrictive of the measures, would grandfather all shareholder
accounts created before the implementation date of this amendment and only apply the
commercial reef fish permit requirement to shareholder accounts created thereadtefor&€h
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Alternative 5 would not be expected to affect the operations of shareholder accounts established
before the implementation date of this action. As a result, owners of these grandfathered
shareholder accounts would not be expected to bear angremocosts relative tdlternative

1. Additional economic costs, if any, would be borne by persons who elect to establish new
shareholder accounts without a commercial reef fish permit despite the permit requirement. To
fully participate in the IFQ progms (own and transfer IFQ shares), these persons would have to
acquire a commercial reef fish permit and satisfy the conditions of maintaining the permit,
including vessel monitoring system (VMS) requirements for the vessels associated with the
permits. UnhderAlternative 5, it is likely that a limited number (or nil) of new shareholder
accounts without permit would be created after the implementation of this amendment.
However Alternative 5 may result in a proliferation of new accounts without a pernor o

the implementation of this amendment. These accounts would be created just to be
grandfathered and potentially used later for speculative purposes.

Alternative 2, which will not grandfather any shareholder account and require all accolets to
associated with a commercial reef fish permit, would be the most restrictive alternative. Based
on Table 1.1.2314 shareholder accounts with shares and 108 accounts without shares were not
associated with a commercial reef fish permit as of Febridarg020. Therefore, about 422
shareholder accounts would lose the ability to obtain or maintain IFQ sharefltedeative 2
following implementation of this amendment. Shareholder accounts with shares but without a
permit would subsequently be requir® divest of their shares according to the schedule set in
Action 2 and incur economic losses commensurate to the value of their IFQ share holdings when
they are reclaimed by the National Marine Fisheries Service (NMFS). It is highly unlikely that,

as ational economic agents, owners of shareholder accounts with shares and without a permit
would not pursue mitigating measures and simply wait until NMFS reclaims their shares. Itis
more plausible to assume that these owners will either sell their simaresit the program or

adjust to the permit requirement and continue to enjoy the economic benefits associated with IFQ
share ownershipTo prevent their shares from being reclaimed by NMFS and preserve the

ability to obtain and maintain shares, ownédrstmreholder accounts without a permit could

acquire a commercial reef fish permitable 2.1.1 indicates that by the end of 2018, there were
317 valid commercial reef fish that have not registered landingseisoutheast Fisheries

Service Cente€oasal logbook records Some or all of these permits without landings or

Al atent o may be available for sale. I n fact,
of a permit requirement appear to have already impacted the permit market. Beth@an®0

2019, average prices for commercial reef fish permits have increase@igradgto $17,000
(Table3.4.1.9. Anecdotal information suggests that some permits are now selling for $20,000.
This upward trend in permit prices is expected to contisube@development of this amendment
progresses. In addition to the permit cost, owners of shareholder accounts who elect to buy a
permit will have to incur costs to satisfy the conditions of the permit, i.e., maintain a vessel with
functioning VMS. As dicussed in section 3.4, the average prices for an IFQ vessel and a VMS
unit are currently $109,000 and $3,000, respectively. Annual aveoag®@unication and
maintenanceostsare estimatedt$900 and $500, respectiveliven the substantial total cest

to be incurred to acquire a vessel and a permit, and satisfy the conditions of the permit, some
owners of shareholder accounts without a permit and subject to the permit requirement may enter
into a business partnership with owners of shareholder ascalneddy associated with permits

(or grandfathered and therefore exempt from the permit requirement). Potential business
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agreements could include the creation of joint ventures as well as the contractual agreements
requiring compensation from the ownemshout permit. In the end, it is expected that owners of
shareholder accounts subject to the permit requirement will find suitable solutions to continue to
benefit from their IFQ shares. Itis also expected that the acquisition of latent permits and the
business solutions implemented to circumvent the permit requirement would result in increases

in transaction costs and potential decreases in the amount of annual allocation traded. Therefore,
adverse economic effects stemming from the diminished atalgpurce annual allocation

would be a likely consequence of the establishment of a permit requirement. These expected
adverse effects would be primarily borne by fishermen who rely on purchasing annual allocation
to harvest IFQ species.

Alternatives 3 and4 would be expected to result in economic effects between the effects
expected from the least restrictive alternatikkigrnative 5) and the most restrictive one
(Alternative 2). Becausdélternative 4 would exempt a greater number of shareholder accounts
without a permit by setting a later date of account creation to be exempted from the permit
requirement, it is expected to result in smaller economic effectAitemative 3.

4.1.4 Direct and Indirect Effects on the Social Environment

Effects would not be expected frohtternative 1 (No Action) and no changes would be made

to the requirements to hold IFQ shares. Public participants (i.e., shareholders who have accounts
that are not associated with anwmercial reef fish permit) would continue to be allowed to hold

their shares, and those buying shares in the future would not be required to obtain a commercial
reef fish permit.

Shortterm

By requiring some or all shareholdssrcouns tobe associated wi a commercial permit, greater
direct effects would be expected undédternatives 2-5 compared td\lternative 1. Among
Alternatives 2-5, Alternative 5 would have the fewest direct effects on shareholders, as no
current shareholders would be requiredlbtain a commercial permit. Any U.S. citizen or
permanent resident could continue to open an account until the date of implementation of this
amendment without having to obtain a commercial reef fish permit. On the other hand, allowing
all accounts to bgrandfathered in until the time this amendment is implemented would likely
result in many new accounts being established before that time, without shares or a permit, and
maintained for future speculative purposes. Uidirnative 5, these accounts wialinot be

required to be associated with a commercial permit in the future and could potentially be
transferred through private transactions similar to the way permits are transigtosdever, the
name on the account may not be changed; a nhame chanlgereguire the creation of a new
shareholder account)lhe effects from any creation of additional accounts are uncertain, but
could indirectly confound progress toward the
one of these grandfathered acetsuwould essentially replace the need for obtaining a

commercial permit.

Alternative 2 would have the greatest effects asniwstshareholders would be affected by
being required to associate a commercial permit with each shareholder addtenmiati ves 3
and4 would have intermediary effects betweslternatives 2 and5, by exempting some but not
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all accounts from the requirement to have a commercial permit. Exempting more accounts from
the requirement would result in fewer expected effeaternative 3 would exempt IFQ

accounts established before public participation began in tRE-QPprogram (December 31,
2014) andAlternative 4 would exempt all accounts established on or before the date of the Ad
Hoc RS & GFIFQ Advisory Panel (AP) meietg (October 2, 2019). Table 1.1.2 provides the
number of accountwith and without shares and permits on February 25, 2020. On that day
there were 422 IFQ accounts without a permit; 314 accounts had shares in at least one share
category and 108 accourtteld no shares. Undalternative 2, all 422 accounts would lose the
ability to obtain or maintain shares, and the holders of the 314 accounts with shares would be
required to obtain a commercial permit to keep the shares in the account. Actions3esltre
process for shareholders to comply with permit requirement.

Alternatives 3 and4 would affect far fewer shareholders thalternative 2. Of the 314

accounts with shares but no associated permit, 20% (64 accounts) were created after public
participation began in the GIFQ program and the holders of these accounts would be required
to obtain a commercial permiigernative 3). Of the 108 accounts with neither shares or an
associated permit, 52% (56 accounts) were opened after public paditipaan and would be
ineligible to hold shares in the future unless they first obtained a permit. Bitelerative 4,

1.3% of the 314 accounts with shares but no pexiecreated since the AP meeting and

would require a permit to keep the shares]avhi8% of the accounts with neither shares nor a
permit would lose the ability to hold shares without first obtaining a permit.

The actual shotterm effects for the shareholders who would be required to obtain a permit

under the respective alternatiwgsuld depend on the varied responses to the new requirement.
Shareholders would be expected to respond in different ways, including consolidating accounts,
obtaining a commercial permit, forming new business partnerships, and/or selling their shares
and «iting the program. It remains unknown how many affected shareholders would respond to
a new permit requirement in each of these ways. Shareholders with an ownership stake in more
than one IFQ account (i.e., related accounts) would be most likely tolickate their related

accounts. This would reduce the effects from being required to obtain a permit, but retain any
smaller impacts from forgoing the use of multiple accounts, such as to facilitate the separation of
assets for legal protection.

Some #Hected shareholders would be expected to obtain a permit. The permits are limited
access and permit transfers are negotiated as private business transactions, requiring the affected
shareholder to locate a permit from an existing pelnwider. NMFS dog not collect

surrendered permits and make them available to the public; NMFS executes the transfer between
the old and new permitolder. At the end of 2018, there were 845 commercial vessels with reef
fish permits. During that year, 528 of those vestaided reef fish. Thus, 317 permits were not
used throughout that year for fishing and may provide an estimate of the number of permits that
could be available to shareholders who need one. The cost of permits has increased 164% on
average in 2019 comaped to 2015, and some permits are reported to have sold for $20,000
(Section 3.4.1). Further, a permit must be registered to a vessel with a functioning VMS,
incurring additional costs (Sections 3.4.1 and 4.1.3).

3 Includes active, suspended, and initial accounts, but not closed accounts.
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The actions in this amendment are intted to promote share ownership by fishermen who have

the ability to land reef fish within the IFQ programs by reinstating the permit requirement that
was in place for the initial 5 years of each IFQ program for some or all current participants.
Griffith et al. (2016) recommended that the Council reconsider allowing people with no direct
physical participation in the fishery to purchase shares. However, public participation has been
in place for over 9 years in the RSQ program (opened to the publica@12) and over 5 years

in the GFIFQ program. Given the years during which existing participants have become
accustomed to participating in the program and the substantial costs of obtaining and maintaining
a permit, it should be assumed thameaffected shareholders would employ strategies that

enable them to maintain their shareholdings, such as by forming new business partnerships. It is
possible that some shareholders may decide to sell their shares and exit the fishery, as well. It
remainsunknown which shareholders would form partnerships and which would divest
themselves of their shares, but the decision of each shareholder could relate to their social
connections and trust in others within the fishery. Nevertheless, it is not posgi®eitd who

would be the recipients of shares sold by those who elect to exit the fishery, although they would
be expected to benefit from the available shares.

Longterm

Each ofAlternatives 2-5 would have similar additional effects on peopitending to buy shares
in the future. This would include current fishermen who do not own shares or a permit, and
future participants such as new entrants to commercial fishing (i.e., the next generation of
fishermen). Compared #lternative 1, to beginto buy shares for an account that is not
grandfathered in would require that the account have an associated permit entailing the
substantial costs described above and in Sections 3.4.1 and 4.1.3.

This action is intended to promote share ownershifishgrmen with the ability to harvest the
allocation associated with their shares. The commercial reef fish permit is a proxy for this type
of participation. It would be expected that this action would disincentivize people who would
enter the fishery fothe purpose of investing in shares and selling the allocation annually (but do
not intend to participate in the physical activity of fishing), by requiring the costly investment in
a permit (and other attending requirements). However, many current petdars do not fish

on their vessel, and many captains and crew do not share ownership in the vessel (including
associated permit) on which they fishlternatives 2-5 would prohibit such nowessel owning
fishermen from buying small amounts of sharef®le they have obtained a permit. This would
restrict such fishermen to leasing quota (i.e., buying allocation) from shareholders who may have
a permit, but do not participate in the physical activity of fishing.

4.1.5 Direct and Indirect Effects on the Administrative Environment

This action would directly affect the administrative environment of the Southeast Regional
Office (SERO). These effects would primarilylimsed on the ability SERO tomatchlFQ

share accounts with vessels with a valid oevesible commercial reef fish permilternative

1, No Action, would not change the administrative environment because any requirements to
obtain or maintain IFQ shares would not changiernatives 2-5 would requireSEROto do
additional work. First, SERO would need to determine which entities that hold IFQ share
accounts are not in compliance because their account is not associated with vessels with a valid
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or renewable commercial reef fish permit. After this determinasianade, those entities would
need to be notified they are out of compliance and what steps they need to take to either come
into compliance or divest their shares. In addition, SERO would need to nmbogeentities

wishing to retain their share® beeome compliant with the new share account requirements.
Lastly, any account that is not associated with an active or renewable permit may have associated
shares reclaimed by NMFS and transferred into a NMFS managed IFQ addodet

Alternative 2, all share accounts would need to be associated with a valid or renewable
commercial reef fish permit. Those that are not would either need to come into compliance or
theywould need to divest their shatesensure their shares are not reclaimed by NMFS (Actio

2). To monitor accounts;oding changem the existing software would need to be adaed t
disallow shares being transferredan account not associated watppermit Alternatives 3-5

add extra complexity in that the date the account was estabtisked to be compared to the

date specified in each alternative. Some shares would qualify to be grandfattiEeending

on when they werestablished, and other accounts would not. Those entities holding non
compliant share accounts would either nassbciate them with a valid or renewable

commercial reef fish permit or divest their sharEer Alternatives 2-5, the needed tracking

could be automated, reducing the effects of tracking accounts and permits on the administrative
environmenthowever this would incur a cost to SERO in both dollars and time to update the
software.

4.2 Share Divestment

Note: Action 2 isapplicableonly if an alternative other than Alternative 1 is chosen in Action 1.
Alternative 3 may be selected as prefeireddditionto selecting Alternative 1 or Alternative 2

A shareholder account is considered to be associated with a permit if the permit has the exact
same entities listed on both the shareholder account and permit.

Alternative 1: No Action. If the Council reques some or all shareholder accounts to be
associated with a commercial reef fish permit in Action 1, shareholders must be in compliance
with the requiremernty the effective date of the final rule implementing this amendment, or the
shares will be reclaied by NMFS.

Alternative 2: NMFS will reclaim all shares ia shareholder account that is not associated with
a commercial reef fish permit:

Option 2a: 1 year following the effective date of the final rule implementing this
amendment.

Option 2b: 3 years following the effective date of the final rule implementing this
amendment.

Option 2c: 5 years following the effective date of the final rule implementing this
amendment.

Alternative 3: After implementation of this amendment, if a sharehaddeount no longer has
an associated valid or renewable reef fish permit (i.e., the permit is transferred or is not renewed
within one year of the expiration date and is terminated), the shareholder(s) must divest of the
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account 6s s har eherequsements setlie Actioh Joor theesleates will be
reclaimed by NMFS:

Option 3a: 1 year following the transfer or termination of the permit.
Option 3b: 3 years following the transfer or termination of the permit.
Option 3c: 5 years following the trasfer or termination of the permit.

4.2.1 Direct and Indirect Effects on the Physical Environment

Direct and indirect effects of fishing on the physical environment are described in Section 4.1.1
and incorporated here by referendéis actionwould define when an entity with shareblder
account with shares that aret associated with a commercial reef fish permit must diliest

shares as needed to meet the requirements set in Action 1 or the shdddseweclaimed by

NMFS. Shares wdd need to divested upon implementation of Actioiligrnative 1), within

a grace period from when Action 1 is implement&liefnative 2) defined by options of 1, 3,

and 5 years@ptions 2a2c, respectively).Alternative 3 would apply a grace periodtaf

Action 1 is implemented with the grace period defined by options of 1, 3, and 5@eam 6

3a-3c, respectively). Although not directly affecting the physical environment, indirect effects
may occur under eith&lternative 2 or 3 if divesting shares from one account to another, or

from one shareholder to a different shareholder, causes a shift in vessels being used and gear
types being deployed. However, any effect would likely be minimal regardless of the alternative
because thany affected shares would likely still be used to harvest IFQ species and would not
be removed from the program.

4.2.2 Direct and Indirect Effects on the Biological Environment

Direct and indirect effects of fishing on thmlogical/ecologichenvironmentare described in
Section 4.12 and incorporated here by referendéis actionwould define when an entity with

a shareblder account that isot associated with a commercial reef fish permit must ditiest
shares as needed to meet the requiremenits Aetion 1 or the sharesould be reclaimed by
NMFS. Shares would need to divested upon implementation of Actiditelrrfative 1), within

a grace period from when Action 1 is implement&liefnative 2) defined by options of 1, 3,
and 5 years@ptions 2a-2c, respectively), or a grace period subsequent to Action 1 being
implemented Alternative 3) defined by options of 1, 3, and 5 yea®pfions 3a-3c,

respectively). Any effects from this action would nodect, but rather indirect. Through
divestng shares from one account to another, or from one shareholder to a different shareholder,
may cause ahift in vessels being used and gear types being deployed. However, any effect
would likely be minimal regardless of the alternative becausmts¢ slares would likely

remain in use within the program and total harvests are constrained by ACLs and quotas.

4.2.3 Direct and Indirect Effects on the Economic Environment

All alternatives considered in this actiaould only be relevant if the Council elects to require
that shareholder accounts be associated with pernotgam or maintain IFQ shar@s Action

1. Alternative 1 (No Action) would reclaim IFQ shares from all shareholder accounts that do
not meetlie requirement set in Actiondh the day of the effective date of the final rule
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implementing this amendmentherefore, owners of nesompliant IFQ shareholder accounts
would incur economic losses equivalent to the value of their shigste 1.1.1provides the
percenagesof RSIFQ and GFIFQ shares held in accounts without a commercial reef fish
permitbetweer?007and2017.Average share prices by share categweyprovided imable

3.4.2.6. However, aggregate economic losses would be mitigatédtiore economic benefits
accruing to future recipients of the reclaimed shares. Reclaimed shares would be held in a
NMFS account that currently contains the shares reclaimed through Amendment 36A until the
Council determines the method and recipienthefsharesThe longer reclaimed shares are held
in a NMFS account, the smaller the benefits to future recipients would be because each passing
calendar year would deprive potential users from the value of the annual allocations that could
have been fistteduring that period.

Relative toAlternative 1, options inAlternative 2 would be less restrictive because they would
provide an adjustment period before the shares are reclaimed, thereby allowing owners of non
compliant shareholder accounts toahthe permit requirement or adopt mitigation measures.
Options a b, andcwould grant a 1, 3, andyear adjustment period aftdre effective date of

the final rule implementing this amendmemspectively. Other things equal, a longer
adjustment péod would be expected to result in fewer shares to reclaim. Ther€ptien c

would be expected to result in the smallest adverse economic losses to ownersahpbant
shareholder accounts. However, as discussed in Action 1, it is not expettedshawners

would let their shares be reclaimed without taking action to preserve their economic interest.
Alternative 3 considers options to address the longer term prospects -a@ongpliance with the
permit requirement. In the future, should owrfaikto maintain their shareholder accounts in
compliance, e.g., by failing to maintain the validity of their permit or by transferring their permit,
Options a, b, andc would allow for al, 3, and5-year probationary period before their shares are
reclaimed, respectively. As Wternative 2, Option c in Alternative 3 would be the least
constraining option because it wowgcant the longest probationary period to future owners of
nonrcompliant shareolders accounts. Therefore, other things edqlarnative 3-Option ¢

would be expected to result in the fewest adverse economic effects to entities wetmmuliant
accounts. Potential detrimental economic effects would be expected to potentiptates for
Option a, which correspond to the shortest grace period.

Combined potential economic effects expected to result Actions 1and2 would be

determined by the number of shareholder accounts that do not meet the permit requirements, the
length of the grace period afforded to raampliant shareholder accounts subject to share
divestment, and the suite of mitigating measures adopted by owners of these accounts. Without
any measure to mitigate a potential loss of IFQ shares because@mghance, a greater

number of grandfathered shareholder accounts without a permit (a smaller number of accounts
subject to divestment) combined with a longer grace period before a required divestment would
be expected to result in fewer adverse econ@ffécts to owners of these accounts. For
exampleAlternative 5 in Action 1 combined withAlternative 2-Option ¢ andAlternative 3-

Option c in Action 2 would be expected to result in the smallest adverse economic effects. It
follows that the more dilige and effective owners of naaompliant shareholder accounts

subject to divestment become, the fewer IFQ shares would be available for divestment at the end
of the probationary period selected.
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4.2.4 Direct and Indirect Effects on the Social Environment

The dfects of this action are related to Action 1, as this action applies to those shareholders
identified in Action 1 as required to have a commercial pesissbciated with the shareholder
account The greatest direct effects would be expected uhiiemative 1 (No Action), as
shareholders without a permit associated with their account on the day this amendment is
implemented would have their shares reclaimed by NMFS. It remains unknown how many
shareholders would not be able to obtain a permit or divestselves of their shares and have
their shares reclaimed. As discussed for Action 1 (Section 4.1.4), most shareholders would be
expected to make arrangements to ensure their shareholdings are in compliance or to divest
themselves of their shares, andi@uld not be likely for NMFS to reclaim a substantial amount

of shares. However, the greatest amount of shares that would be reclaimed would be expected to
occur undeAlternative 1.

Alterative 2 provides options specifying a period of time following implementation of this
amendment for shareholders to comply with the new requirement and obtain a permit or divest
themselves of their shares. Compared Witernative 1, the more time provided for

shareholders to comply with the requirement, the more negative effects would be reduced and
the less likely it would be for shares to remain in accounts that are not associated with a permit,
resulting in them being reclaimed by NMFS. Thus, the fewesttivegeffects on shareholders

from this alternative would be expected un@gtion 2c (5 years), followed bption 2b (3

years) andption 2a (1 year).

Alterative 3 addresses shareholder accounts that fall out of compliance with the permit
requirementn the future, subsequent to implementation of this amendment. Thus, this
alternative may be selected alongsidirnative 1. Similar toAlternative 2, the more time
provided for shareholders to bring their account into complig@pédn 3c within 5 years,

followed byOption 3b within 3 years, an@ption 3a within 1 year), the lesser the negative
effects would be expected for the shareholder, in terms of potentially having shares reclaimed by
NMFS. HoweverAlternative 3 would affect shareholders whave allowed their shareholder
account to fall out of compliance, rather than ones who are directly affected by Action 1.
Shareholders may fall out of compliance if they do not renew their permit or if they choose to
transfer their permit. It is possilleat shareholders could take advantage of a longer time
period, such as 5 yeai®tion 3c), to move a permit to an account without a permit, for the
purpose of bringing that account into compliance with the requirement before shares are
reclaimed. Thusgt is possible undehlternative 3 that providing a longer time period to
shareholders to resolve future compliance issues could result in unintended consequences if it
enables permits to be transferred among accounts for the purpose of restartingktbaatioc

time an account falls out of compliance.

4.2.5 Direct and Indirect Effects on the Administrative Environment

UnderAlternative 1, No Action, shares would need to be divested upon implementation of
Action 1 or be reclaimed by NMFSAlternative 2 provides a grace period from when Action 1

is implemented defined by options of 1, 3, and 5 yeapdifns 2a 2b, and2c, respectively).
Subsequent to Action 1 being implemented, should an entity no longer have a permit associated
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with the shareholder aount (e.g., sells the permitted vessaljernative 3 would provide them
with a grace period defined by options of 1, 3, and 5 y&xdns 3a, 3b, and3c, respectively)
to either secure mewpermitor divest their shares befotiee shares would reclaimed by
NMES.

Effects on the administrative environment fréternative 1 would be similar to those

described in Section 4.1.5 depending on which Action 1 alternative is selected as preferred.
Alternative 2 provides a grace period over which #féects from the Action 1 preferred

alternative wouldspan and so would spread out any adverse effects from Action 1 over a longer
period of time Option 2a provides the shortest time peridption 2c the longest, an@ption

2b would be intermediate. &lough spreading the effects over a longer time period under
However Alternative 2 would alsoentaila cost to SERO through software upgradesack

entities to ensure they come into compliance with Action 1 over the time period selected in
Options 2a2c. Alternative 3 would apply to IFQ program compliance after Action 1 is
implemented and so would add to the administrative environment through similar costs
associated with software upgrades to monitor compliance as would be neéttechative 2.

Entities would need to be trackéaensure they divest their shares over the time period selected
in Options 3a3c.

As with Action 1, none of the effects described above would be significant to the administrative
environment. The current SERO IFQ prageaalready have the ability to track shareholder
accounts and link those to commercial reef fish vessel permits. The main effect would be to add
computer code to the existing software to track accounts and make sure they are in compliance.

4.3 Cumulative Effects Analysis

Federal agencies preparing an environmental assessment (EA) must also consider cumulative
effects of a proposed action and other actiddsmulative effects are those effects that result
from incremental impacts of a proposed action wheleddo other past, present, and reasonably
foreseeable future actio(BFFA), regardless of which agency (federal or federal) or person
undertakes such action€umulative effects can result from individually minor but collectively
significant actionghat take place over a period of time (40 C.F.R. 1508.7). Below is our five
step cumulative effects analysis that identifies criteria that must be considered in an EA.

1. The area in which the effects of the proposed action will ocEbe affected area of this
proposed action encompasses the state and federal waters of the Gulf as well as Gulf
communities that are dependenttba IFQ fishery For more information about the area in
which the effects of this proposed action woulducplease see Chapter 3, Affected
Environment that goes into detail about these important resources as well as other relevant
features of the human environment.

2. The impacts that are expected in that area from the proposed adtfeproposed action

would limit IFQ share ownership by shareholders without a valid or réolevcommercial reef

fish permit and provide a time period for shareholders not in compliance to divest themselves of
their shares The environmental consequences of the proposadssddatermination criteria are
analyzed in detail in Sections 412. Limiting IFQ share ownershighould have very little
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effect on the physical and biological/ecological environment becausetibes arenot expected

to alter the manner in which tfishery is prosecuted. These actionsidaffect the social and
economic environments, although the effects are difficult to predict as it remains unknown how
various participants would respond to a new permit requirement. The effects would also depend
on how many shareholder accounts are allowed to remain without a commercial permit and the
amount of time provided for shareholders to comply with the permit requirement by obtaining a
permit.

3. Other Past, Present and Reasonably Foreseeable Futui@8¢RFFAs}hat have or are
expected to have impacts in the arddnere are tens of thousands of actions going on in the Gulf
annually. Many of these activities are expected to have impacts associated with them. It is not
possible, nor necessary tetlall of them hereBelow are discussed the actions expected to have
the potential to combine with the effects of the proposed action to have some kind of a
cumulative effects.

Other Fishery related actionsThe cumulative effects from managing tleefrfish fishery have

been analyzed in Amendments 30A (GMFMC 26080B (GMFMC 2008), 31 (GMFMC

2009), 32 (GMFMC 2014), 40 (GMFMC 2014), and 28 (GMFMC 2015) and are incorporated
here by reference. Additional pertinent past actions are summarizecisttirg of

management (Section 1.3present and RFFAsclude: Amendment 36C, which would further

revise the red snapper and grouplefish commercial IFQ programs; Amendment 52, which
address red snapper allocation; Amendment 53, which would revise red grouper allocations and
ACLs; anaction to revise the ABC comtrrule andframework procedures fishery ecosystem

plan and framework actions addressing lane snappévermilion snapper Descriptions of
these actions can be thipu/guidcounchorgh. he Council 6s

Nonfishery related actionsActions affecting the reef fish fishery have been described in
previous cumulative effect analydesg., Amendment 4GGMFMC 2014). Four important

events include impacts of tideepwater HorizotMC252 oil spill, he Northern Gulf Hypoxic

Zone, red tideand climate change. Reef fish species and red drum are mobile and are able to
avoid hypoxic conditions, so any effects from the Northern Gulf Hypoxic Zone on these species
are likely minimal regardless of this amii Impacts from thBeepwater HorizoMC252 oll

spill are still being examined; however, as indicated in SectRrit& oil spill had some adverse
effects on fish speciedt is unlikely that the oil spill in conjunction witimplementing

constrainton IFQ shareholdersould have any significant cumulative effect given the primarily
administrative function of this action. Although fish may be able to avoid high concentrations of
red tide, red tide does cause fish kills primarily in coastal waterthasd fish kills do include

reef fish and red drum. They are most common off the central and southwestern coasts of
Florida, butmay occur anywhere in the Gulf. As with theepwater HorizoMC252 oil spill, it

is unlikely that red tide in conjunctionithr the management criteria in this amendment would
have any significant cumulative effect given the primarily administrative function of this action.

There is a large and growing body of literature on past, present, and future impacts of global
climatechange induced by human activities. Some of the likely effects commonly mentioned
are sea level rise, increased frequency of severe weather events, and change in air and water
temperatures. The Intergovernmental Panel on Climate Change has numendssdejpessing
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their assessments of climate change

(http://www.ipcc.ch/publications_and_data/publications _and_data)sh@tbbal climate

changes could affect the Gulf fisheries as discussed in Section 3.3. However, the extent of these
effects cannot be quantified at this time. The proposed action is not expected to significantly
contribute to climate change through therease or decrease in the carbon footprint from fishing

as these actions should not change how the fishery is prosecuted. As described in Section 3.3,
the contribution to greenhouse gas emissions from fishing is minor compared to other emission
sourcege.g., oil platforms).

4. The impacts or expected impacts from these other aetidres cumulative effects from
managing the reef fish fishery have been analyzed in other actions as listed in part three of this
section. They include detailed ana$ysi the reef fish fishery, cumulative effects on ‘target
species, protected species, and habitats in the Gulnulative effects from these actions have

not been considered significant. NMFS does monitor fisheries and stocks, and has the ability
with the Council through the Magnus&tevens Act to address these effects should they arise.

5. The overall impact that can be expected if the individual impacts are allowed to accumulate:
Present and RFFAs are listed in Part 3 of this section and pertinent past actions are summarized
in the history of management (Sectiod)1.This proposed action, combined with past actions
present actions, and RFFAs, is not expected to have signifieaaficial or adverse effects on

the physical and biological/ecological environments because this actiohexpected taffect

current fishing practicesHowever, for the social and economic environments, gbart

adverse effects would be expectedgome shareholders who would be required to obtain a

permit. Although negatively affected by the requirement to obtain a commercial permit, many
shareholders would be expected to mitigate these negative effects in different ways, including the
establisiment of new business partnerships that may allow them to retain their shareholdings.
For the long term, possession of a commercial permit would be required to obtain shares,
requiring a greater financial investment in a permit and other associated mespsdefore

shares could be purchased. This may have unintended negative effects on small operators and
new entrants attempting to buy shar@bese effects are likely minimal as the proposed actions,
along with past, present, and RFFAs, are not exgdotalter the manner in which the reef fish
fishery is prosecuted. Because it is unlikely there would be any changes in heef th&h

fishely is prosecuted, this action, combined with past, present, and RFFAS, is not expected to
have significant advee effects on public health or safety.

6. Summary:The proposed action, if conducted in a manner consistent with specific

alternatives, is not expected to have individual significant effects to the biological, physical, or
sociaeconomic environment.he effects of the proposed action are, and will continue to be,
monitored through collection of landings data by NMFS, stock assessments and stock assessment
updates, life history studies, economic and social analyses, and other scientific observations.
Commercial data are collected through trip ticket programs, port samplers, and logbook

programs, as well as dealer reporting througHhFRigeprogram.

For the reasons outlined in this Cumulative Effects Analysis and the rest of the environmental
assessméenwe do not expect this proposed action to have the potential to combine with other
past, present and reasonably foreseeable future actions to have a significant cumulative effect on
the human environment
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CHAPTER 5. LIST OF PREPARERS

PREPARERS
Name Expertise Responsibility Agency
Co-Team Lead Amendment
Ava Lasseter Anthropologist development, social analyses GMFMC
Co-Team Lead Amendment
development, biological analyses
PeterHood Fishery biologist | cumulative effectanalysis SERO
Assane Diagne Economist Economic analyses GMFMC
Mike Travis Economist Economic analyses SERO
ChristinaPackagéVard | Anthropologist Social environment SERO
Alisha DiLeone Fishery biologist | Data analyses SERO
Lisa Hollensead Fishery biologist | Description of the fishery GMFMC
REVIEWERS
Name Expertise Responsibility Agency
Environmental National Environmental
Noah Silverman | Protection Specialist | Policy Act review SERO
Mara Levy Attorney Legal review NOAA GC
Technical writer and
Adam Bailey editor Regulatory writer SERO
Scott Sandorf Technical writer and
editor Regulatory writer SERO
Jennifer Lee Biologist Protected Resources SERO
review
David Dale Biologist Essential Fish Habitat SERO
review
Mike Jepson Anthropologist Review SERO
Juan Agar Economist Review SEFSC
Carrie Simmons | Fishery biologist Review GMFMC
John Froeschke | Fishery biologist Review GMFMC

GMFMC = Gulf of Mexico Fishery Management Council; NO&AC = National Oceanic and
Atmospheric Administration General Counsel; SEFSC = Southeast Fisheries Science Center;
SERO = Southeast Regional Office of the National Marine Fisheries 8ervic
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CHAPTER 6. LIST OF AGENCIES, OR GANIZATIONS,
AND PERSONS CONSULTHED

AGENCIES and ORGANIZATIONS CONSULTED

National Marine Fisheries Service

- Southeast Fisheries Science Center
- Southeast Regional Office

- Office for Law Enforcement

- Endangered Species Division

- Domestic Fisheas Division

NOAA General Counsel

Environmental Protection Agency (Region 4 and 6)

United States Coast Guard

United States Fish and Wildlife Services

Department of Interior. Office of Environmental Policy and Compliance
Department of State, Offe of Marine Conservation,

Marine Mammal Commission

TexasParks and Wildlife Department

AlabamaDepartment of Conservation and Natural Resources/Marine Resources Division
LouisianaDepartment of Wildlife and Fisheries

MississippiDepartment of Marine Resources

FloridaFish and Wildlife Conservation Commission
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