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Executive Summary

The 2013 Red Snapper Annual Report builds upon the information summarized in the past annual re-
ports and is intended to provide an overview of data and information collected since the start of the IFQ
program. This report is not intended to be a full comprehensive assessment of the program.

Consolidation of shareholders and vessels continued, although the total number of participants in the
program has remained similar for the past four years. Accounts without shares increased to 30% and
accounts without permits increased to 31%, both the greatest since the start of the program. The per-
centage of shares held by accounts without permits also increased to 24% of all shares. While the per-
centage of accounts landing allocation has remained the same for the past four years, the number of ac-
counts landing red snapper but not holding shares increased to 39%. For accounts only trading alloca-
tion, the majority of accounts held both shares and permits. Fishing effort was similar to past years in
days per trip, number of trips, and days away, although average pounds per trip has increased. Effort is
still considerably different from pre-1FQ, which had on average 2 less days per trip and ~460 less
pounds per trip. Discards were highest for longline vessels and vessels fishing off the Florida peninsula.

Price reporting improved for all price collections, although further improvement is still needed for share
and allocation prices (51% and 39% reasonable prices). The inclusion of transfer reasons for share and
allocation transactions helped to explain some of the low prices. Share and allocation prices remained
similar to the previous year, with shares at $36/Ib and allocation at $3/Ib. Ex-vessel prices decreased
slightly in 2013 to $4.46/Ib, and this decrease was influenced by the large quota increase in the last quar-
ter of the year. The two quota increases in 2013, particularly the large increase late in the year had an
impact on landings as well as allocation and ex-vessel prices, although not on the amount of quota land-
ed. Allocation prices in November and December decreased by more than $0.50/1b and were the lowest
values for the year. In fact, the last month that had prices this low occurred in June of 2008. Ex-vessel
prices decreased by $1/Ib from September to November/December. After adjusting for inflation, these
were the lowest monthly ex-vessel prices since program inception. The timing and size of quota releas-
es appears to have a considerable economic effect on the IFQ fishery.

Future efforts are ongoing to modify the program to address both administrative rule changes and issues
identified during the 5-year review of the IFQ program. An administrative rule is currently in progress
to allow more flexibility in certain regulations, while the Gulf of Mexico Fishery Management Council
is beginning development of an amendment to address suggested changes to the IFQ program based on
the 5-year review and public input.
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Red Snapper IFQ Program Overview and Regulations

Program Overview

A history of red snapper management and implementation of the Red Snapper Individual Fishing Quota
(RS-IFQ) program is provided in Appendices 1-2. The RS-IFQ program is a single-species, single-share
category program where participants use an online account for all transactions (share and allocation
transfers, landings, and cost recovery fees). For the first five years of the program (2007-2011), anyone
who possessed a valid Gulf of Mexico (Gulf) reef fish dealer permit or Gulf commercial reef fish permit
was eligible to participate in the program. Beginning January 1, 2012, all U.S. citizens and permanent
resident aliens were eligible to obtain a RS-IFQ account to purchase red snapper shares and allocation.
Only accounts with allocation and a valid Gulf commercial reef fish vessel permit can legally harvest
red snapper.

There are three main account types in the RS-IFQ system: shareholder, vessel, and dealer accounts. All
accounts are based on a unique entity (single or combination of individuals and/or business) that held
either a Gulf reef fish dealer or Gulf commercial reef fish permit. Prior to January 1, 2012, shareholder
accounts that did not have a valid Gulf commercial reef fish permit could maintain or decrease their
shares and allocation, but could not obtain additional shares or allocation nor harvest red snapper. After
2012, all accounts can both increase or decrease their share and allocation holdings, but only those with
an associated Gulf commercial reef fish permit can harvest red snapper. Shareholder accounts may hold
shares and allocation or just hold allocation. A list of all accounts that hold shares is available through
the National Marine Fisheries Service (NMFS) Southeast Regional Office (SERQO) website at:
http://sero.nmfs.noaa.gov/operations_management_information_services/constituency services_branch/
freedom_of _information_act/common_foia/IFQShareholders.htm. Vessel accounts, which belong to
shareholder accounts, only hold allocation that is debited from the account through landing transactions.
There may be multiple vessels associated with one shareholder account. Dealer accounts are assigned to
a unique entity that has a valid Gulf reef fish dealer permit, and functions are limited to completing land-
ing transactions and paying cost recovery fees.

Shares are a percentage of the red snapper commercial quota, while allocation refers to the actual
poundage that is possessed, landed, or sold during a given calendar year. The RS-IFQ program tracks
landings in pounds of gutted weight; therefore, throughout this report allocation is in pounds of gutted
weight (gw). Gutted pounds can be converted to whole pounds by multiplying by 1.11. At the begin-
ning of each year, allocation is distributed based on the annual quota and the share percentage held by a
RS-1FQ shareholder account. Allocation can then be used to harvest red snapper or transferred to anoth-
er valid shareholder account. Adjustments in quota can occur as a result of new assessments or through
the reallocation of quota between fishing sectors. Adjustments in a quota are then distributed propor-
tionately among shareholder accounts based on the percentage of shares each account holds at the time
of the adjustment. If a RS-1FQ shareholder’s Gulf commercial reef fish permit has been permanently
revoked, at the beginning of the next fishing year, the Regional Administrator for NMFS will redistrib-
ute the shares held by that shareholder proportionately among remaining eligible shareholders based up-
on the amount of shares each held just prior to the redistribution.
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The RS-IFQ program has a built-in flexibility measure to allow a once-per-year allocation overage for
any RS-IFQ account that owns shares. For these accounts, a vessel can land once during the year 10%
more than their remaining allocation on the vessel. NMFS deducts this overage from the shareholder’s
allocation in the following fishing year. Because overages need to be deducted in the following year,
RS-IFQ accounts without shares cannot land an excess of their remaining allocation and RS-1FQ ac-
counts with shares are prohibited from selling shares that would reduce the account’s shares fewer than
the amount needed to repay the overage in the following year.

Program Objectives

The primary objectives of the program are to reduce overcapacity and mitigate derby fishing conditions.
Anticipated benefits of the program include: increased market stability; elimination of fishing season
closures; increased flexibility for fishing operations; cost-effective and enforceable management of the
red snapper commercial sector; improved safety at sea; and balancing social, economic, and biological
benefits from the red snapper commercial sector. Additionally, the program is intended to provide direct
and indirect biological benefits to red snapper and other marine resources by eliminating quota overages
and reducing bycatch and discard mortality. The social, economic, and biological benefits collectively
are intended to assist NMFS and the Gulf of Mexico Fishery Management Council (Gulf Council) in
preventing overfishing and rebuilding the Gulf red snapper population through the stewardship aspects
of the RS-IFQ program.

Program Regulations

The Magnuson-Stevens Fishery Conservation and Management Act (Magnuson-Stevens Act) requires
fishery managers to ensure that no one catch share participant acquires an excessive share of the quota.
The RS-IFQ program is monitored to prevent an individual entity from obtaining shares in excess of the
established share cap. The RS-IFQ program share cap is 6.0203%. The share cap was based on the
maximum RS-IFQ share issued to a person, business, or other entity at the time of initial apportionment.
There is no allocation cap for red snapper. As of January 1, 2012, any RS-IFQ account may trade (in-
crease or decrease holdings) red snapper shares and allocation, regardless of commercial reef fish permit
status. There are no fees associated with any share or allocation transfer.

When harvesting red snapper, vessels are required to have a Gulf commercial reef fish permit, and to
hail out before leaving port. While at-sea, vessels are monitored using vessel monitoring systems
(VMS). When returning to port, vessels landing red snapper must provide a landing notification indicat-
ing the time and location of landing, the intended dealer, and the estimated pounds landed. Sufficient
allocation must be in the vessel account at the time of landing. Landing may occur at any time, but fish
may not be offloaded between 6 p.m. and 6 a.m. A landing transaction report is completed by the IFQ
dealer and validated by the fisherman. The landing transaction includes the date, time, and location of
transaction; weight and actual ex-vessel value of fish landed and sold; and the identity of the shareholder
account, vessel, and dealer. For a summary of in-season reported red snapper landings, go to:
https://ifq.sero.nmfs.noaa.gov. All landings data are updated in a real-time basis as landing transactions
are processed.
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NMFS monitors the economic performance of the fleet by collecting share, allocation, and ex-vessel
prices. Ex-vessel prices are the prices paid by a dealer per pound of fish before any deductions are made
for transferred (leased) allocation and goods and/or services (e.g., bait, ice, fuel, repairs, machinery re-
placement, etc.). All RS-IFQ fishermen are charged a cost recovery fee to recover costs required to ad-
minister, manage, and enforce the RS-IFQ program. The cost recovery fee is 3% of the ex-vessel value
of the landed fish, and may be re-evaluated and changed if costs of administering and enforcing the pro-
gram are less than costs recovered. RS-1FQ dealers are responsible for collecting the cost recovery fee
from fishermen at the time of each sales transaction and submitting fees to NMFS on a quarterly basis.

Complete regulations governing the RS-IFQ program can be found at 50 CFR 622.16
(http://ecfr.gpoaccess.gov). The RS-IFQ program can be accessed through the following website:
https://ifq.sero.nmfs.noaa.gov/. Important information regarding the RS-1FQ program is available for
download on the website and provides updated information regarding the program’s components and
regulations.

Program Updates

In 2013, there were only a few changes made to the IFQ program. Starting in January 2013, a transfer
reason must be selected by the transferor (“seller”) for all share and allocation transfers. There are seven
transfer reasons that can be selected by the transferor: sale to another shareholder account, transfer to a
related account, bartered for shares, bartered for allocation, gift, package deal, or no comment. Fur-
thermore, 2013 marks the first full year where share transfer prices were collected for both the transferor
and transferee (“buyer”). In addition, a Share Transfer Price Reporting survey was sent mid-year to
shareholders. The survey resulted from an evaluation of past share transactions where information was
incomplete or possibly incorrect. The survey asked both the transferor and transferee of the share trans-
actions to provide a reason for the share transfer, indicate if the submitted price was correct, and submit
a new price if the past price was incorrect. Results from the survey are currently being analyzed. Addi-
tional changes to the IFQ program included the ability to enter or update trip ticket numbers after a land-
ing transaction has been processed and the creation of two allocation ledgers.
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2013 Red Snapper IFQ Fishing Season
Program Participants
Shareholders

The number of accounts holding red snapper shares has decreased by 28% since the start of the program
(Table 1). Red snapper shareholders may transfer all their red snapper shares for a variety of reasons:
exiting the program, transferring to a new IFQ account due to a permit change®, or managing related
IFQ accounts from one account®. The greatest consolidation of shares occurred within the first year of
the program (Table 1). The greatest decrease has occurred in accounts holding small shares (< 0.05%),
however, these accounts still comprise the vast majority of the accounts with red snapper shares. De-
spite an overall decrease in the number of shareholders, each year there were new red snapper share-
holders. Similar to accounts transferring red snapper shares, new accounts may be opened for a variety
of reasons: entering the program, transferring to a related account due to a permit name change, or man-
aging related accounts from one account*?. New accounts opened in 2010 and 2011 were in part influ-
enced by the start of the GT-IFQ program. Many fishermen participate in both the RS-IFQ and GT-1FQ
programs and exchanges in shares or allocation between programs occur, although individual share
transfers can only be tracked by share category. In 2013, 1.35% of shares were transferred to new ac-
counts, which is less than the previous year. Further investigation into these accounts, determined that
nine of the accounts received some or all their shares from related accounts. Three of these new ac-
counts were considered ‘public participants’, that is, accounts that were opened after 2012 that do not
have an associated Gulf commercial reef fish permit.

Y IFQ accounts are established based on the name(s) of the Gulf commercial reef fish permit holder. If the name(s) of the
permit holder change (e.g., adding/removing a spouse), a new IFQ account must be established to link to the permit.

2 Some IFQ participants are associated with more than one IFQ account (e.g., John Smith vs. John and Jane Smith, incorpo-
rating each vessel under a different company name), and therefore may shift all their shareholding to one account for ease
of management.
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Prior to 2012, a valid Gulf commercial reef fish permit was initially required to open a RS-IFQ account,
but the account could continue to hold shares and allocation without maintaining a Gulf commercial reef
fish permit. These accounts could neither acquire more shares or allocation nor harvest red snapper, but
could transfer those shares or allocation to another shareholder account. Starting in 2012, accounts
without reef fish permits can now fully trade (transfer in or out) shares and allocation. The number of
accounts holding shares without holding a Gulf commercial reef fish permit increased in 2013 to 126
(31% of all accounts holding shares) (Figure 1, Table 3). The amount of shares held by these accounts
has increased to 24% at the end of 2013 (Figure 1).

0% -
35% 1 == Accounts without permits

mm Shares held by accounts without permits
30% -

25% A
20% -
15% +
10% -

5% -

0% -

2007 2008 2009 2010 2011 2012 2013
Fiaure 1. Accounts with shares and without permits

Allocation Holders

A RS-IFQ program accounts may obtain allocation through shares (distributed at the beginning of the
year or from any in-season quota increase) or from the transfer of allocation from another account hold-
er. Note, that the number of accounts holding allocation does not necessarily equal the number of ac-
counts landing allocation, as accounts holding allocation may or may not hold a Gulf commercial reef
fish permit and some accounts may only trade allocation. The total number of accounts with allocation
remained the same in 2013 (Table 4). The proportion of accounts that acquired all their allocation
through purchase/transfer increased in 2013 to 178,
30% of all accounts with allocation (Table 4). The con-
tinued increase in allocation holders without shares may
result from participation in both the RS-IFQ and GT-
IFQ programs, quota increases, changes in fishing be-
havior, and/or inability or lack of desire to purchase
shares. The GT-IFQ program facilitates the exchange
of allocation as both programs are housed in the same
online system, allowing for ease of trades of allocation
and/or shares between the two programs. In 2013, 91%
of the vessels landing red snapper also landed at least
one pound of grouper-tilefish. Quota increases may
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allow allocation to be distributed among more participants. Discussions with industry representatives
indicate there is an increase in the number of fishermen that are catching red snapper as supplemental
catch and not targeted catch. This would increase the number of accounts holding allocation, as fisher-
men seek to land rather than discard unintended red snapper catch. In addition, fishermen landing red
snapper as supplemental catch may not wish to invest money in purchasing red snapper shares, especial-
ly as the share price has continued to increase.

Public participants

Public participant accounts are those accounts established after
2012 that do not have an associated Gulf commercial reef fish
permit. Not all public participants obtained shares and/or alloca-
tion, and quite a few accounts were never accessed by the own-
ers. In 2013, there were eight additional public participant ac-
counts created, for a total of 27 public participant accounts (Ta-
ble 5). Eight of these accounts held shares, while seven ac-
counts held allocation. Eleven of the accounts had not been ac-
cessed by the owners. Public participant accounts held 2.2% of
red snapper shares at the end of 2013 (Table 5).

Dealers

The number of dealers receiving and processing red snapper
has remained similar since 2011 (Table 6). Since the start
of the program, the majority of dealers only land a small
portion of the total annual landings. In 2013, there were 81
dealers, 66 of which individually received and landed less
than 1% of all landings (Table 6). Many of these small
dealers may be fishermen who also have a Gulf of Mexico
reef fish dealer permit. Currently it is not possible to link
ownership of a shareholder account to ownership of a dealer
account, as accounts may be held under different names
(e.g., business vs individual, different businesses).

Vessels

The number of vessels participating in the RS-1FQ decreased in 2013 to 368 vessels (Table 7). The
decrease primarily occurred in vessels landing in Florida and Alabama/Mississippi, while the number of
vessels increased in Louisianna and Texas. Vessels harvesting red snapper predominantly land at
Florida facilities (Table 7; ~300 vessels for the last three years). Changes in the number of vessels
landing in each state may be influenced by factors outside of the RS-IFQ program, such as changes in
markets, fishing behavior, availablility of facilities, etc.
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Program Activity
Share Transactions

The greatest number of share transfers and total amount trans-
ferred occurred at the start of the program (Table 8). In each
year, there was a broad range of shares transferred. The number
of share transfers and the amount transferred decreased in 2013,
but was similar to 2011’s transferred shares. There were 76
transactions that transferred 4.7401% shares (Table 8). Share
transfers ranged from 0.0003% to 0.9217%. Twenty-nine per-
cent of these shares went to new shareholder accounts, while the
remainder was transferred to existing shareholder accounts.
Three public participant accounts (see p. 12) received less than
1% of the red snapper shares transferred.

Allocation Transactions

Annual RS-IFQ allocation is the actual
poundage of red snapper each IFQ account
can use to possess, land, and/or sell during a
given calendar year. Individual units of allo-
cation cannot be tracked in the system (e.g.,
the same pounds may be transferred multiple
times) and all allocation transfers between
accounts are analyzed in this report. The total
number of allocation transfers increased again
in 2013, for a total of 2,753 transfers (Table
9). Allocation transfers ranged from as a low
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as one pound to a maximum of 100,000 pounds per transaction. Even with a substantial increase in quo-
ta in 2013, the amount of allocation transferred exceeded the quota by 114%. Prior to 2010, allocation
transfers were substantially smaller, in part due to the previous database system, which allowed for an
under-representation of allocation transfers. In the previous system, a single vessel could land under
multiple shareholder accounts, thereby bypassing an allocation transfer. This is no longer possible in the
current system. As expected with the increase in quota, average pounds per transaction increased, alt-
hough the median pounds per transaction was 500 Ib, similar to previous years (Table 9). Input from
industry representatives has indicated that ~500 Ib of allocation is often transferred to vessels that do not
target red snapper to allow for any incidental catches of red snapper on a trip.

Allocation Activity

Account activity can be determined through analyzing allocation transactions. An account is considered
active if the account landed, sold, and/or bought allocation. Account status is determined each year
based on an account’s activity within that year. In 2013, there were 599 accounts with red snapper allo-
cation, of which 16% (96 accounts) were inactive (Table 10). The number of inactive accounts remained
similar to last year, but less than at the start of the program. Just over half of the accounts with red
snapper allocation (56%, 337 accounts) landed red snapper. This is similar to the past three years and a
higher percentage than the first three years of the program (Table 10). Accounts landing red snapper can
be further classified as those that do and do not hold shares. In 2013, 61% of the landings were landed
by accounts holding red snapper shares (Table 11). This is an 8% decrease compared to 2012 and a 30%
decrease since the start of the program in 2007 (Table 11). This continual decrease may indicate an in-
creasing disconnect between those that harvest red snapper and those that own RS-1FQ shares and/or
may be influenced by shareholders with related accounts in which one account holds all the shares and
related accounts with shares harvest the fish.

Active accounts can be divided into type of activity: those who landed fish and those who only traded
allocation. Note that those who land fish may also trade allocation. There are a variety of reasons why
an account may only trade allocation: cannot harvest allocation (e.g., no permit, vessel inoperative),
transfer of the allocation to a related account, insufficient allocation to harvest (e.g., shares result in only
a few pounds of allocation), and/or for profit (e.g., sell of allocation is greater than profit from harvest).
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Accounts without a Gulf commercial
reef fish permit may not land alloca-
tion, and therefore can only trade allo-
cation. Prior to 2012, accounts with-
out permits could only sell (transfer
out) allocation and could not buy
(transfer in) allocation. Since the start
of the program, accounts only trading
allocation have represented nearly one
quarter of all accounts with allocation
(20-29%). There were 166 accounts
(28% of accounts with allocation) that
only traded allocation in 2013 (Table 12). The majority of the accounts that are only trading allocation
belong to accounts that have both shares and permits (Table 12). Since 2008, these accounts have com-
prised just over half of all accounts that were only trading allocation. In 2013, 54% of accounts only
trading allocation had both shares and permits, while 31% had shares but not permits (Table 12). A
small percentage (15%) of accounts only trading allocation held no shares (Table 12). In 2013, for the
first time there were accounts without shares or permits that were only trading allocation (Table 12).
This only became possible in 2012 with the start of public participation. Accounts without shares that
are only trading allocation, particularly those without a permit, may be acting as brokerage accounts, in
that they obtain allocation solely in order to trade that allocation to other accounts.

Commercial Quota and Landings
Quota

After the 2005 red snapper stock assessment concluded that the stock was overfished and experiencing
overfishing, the Gulf Council revised the red snapper rebuilding plan in 2007 by reducing commercial
and recreational quotas, lowering the commercial size limit, specifying shrimp trawl bycatch reduction
targets, and reducing the recreational
bag limit. The 2009 and 2013 red
snapper stock assessments revealed
that spawning stock biomass increased
as lower fishing mortality rates al-
lowed more fish to survive to older
ages. Increases in the spawning stock
biomass allowed the Gulf Council to
increase annual catch limits for red
snapper in 2010, 2011, 2012, and
2013. In 2013, the commercial quota
increased twice: a modest increase in
May and a larger increase in Septem-
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ber (Table 13). The 2013 quota is nearly double the quota at the start of the program and is now greater
than the pre-1FQ quota of 4.19 mp gw.

Landings

Since the beginning of the RS-1FQ program, more than 95% of the quota has been landed annually. In
2013, 97.1% of the quota was landed (Table 14). Landings fluctuated monthly, based on fishing behav-
ior and available quota. In 2013, monthly landings were greatest in the last quarter of the year (October
—December) due to the September 30™ quota increase (Table 14, Figure 2). During the last quarter 36%
of the quota was landed. Landings in December were considerably higher than any other month to date,
with ~800,000 Ib landed. Larger landings also occurred in March, coinciding with the 2013 Lenten sea-
son.
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Similar to previous years, the majority of landings occurred in Florida, followed closely by Texas, and
Louisiana (Table 15). In 2013, Florida had a decreased percentage of landings, while Texas and Louisi-
ana percentages increased (Table 15).
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Figure 2. Monthly landings

Remaining Allocation

At the end of each year, there may be unharvested annual allocation that remains in shareholders’ ac-
counts. There was at least one pound of red snapper allocation remaining in 43% of the accounts that
held allocation in 2013 (Table 16). This is an increase in the number of accounts and percentage of ac-
counts with remaining allocation compared to previous years. This may be in part due to the late year
release of 1.16 mp gw of red snapper quota. Other years with higher amounts of remaining allocation
coincided with the start of the program (2007) and the Deepwater Horizon (DWH) oil spill event (2010)
that closed large portions of the Gulf to fishing (Appendix 2).

Accounts with remaining allocation can be classified as active (those that traded and/or landed alloca-
tion) or inactive. In 2013, there were more active accounts with remaining allocation than inactive ac-
count, although inactive accounts held a greater amount of remaining allocation (Table 16). The overall
percentage of inactive to all accounts with remaining allocation has decreased to 37%. Previous per-
centages ranged between 40-58%.
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In contrast to remaining allocation, accounts that hold shares can land in
excess of their allocation once per year through the 10% overage flexibil-
ity measure. These overages are then deducted from the shareholder’s
allocation in the next year. Each year only a small fraction of accounts
(< 40 accounts) has overages (Table 17). Overages are generally less
than 0.15% of the quota. The number of overages increased in 2013 to 36
accounts (6% of all accounts with allocation) (Table 17). In terms of al-
location, 2013 had the highest amount of overages, but this is most likely
due to the increased quota compared to other years. In 2013, the average
overage pounds was 132 Ib and the median overage pounds was 26 Ib;
both of which were higher than previous years.

Effort and Bycatch

Red snapper effort in terms of days away and the average landings per trip were analyzed based on trips
that caught at least one pound of red snapper. The pace of fishing pre- to post-1FQ changed dramatically
with increases in days per trip, which resulted from less but longer trips (Table 18). This change in the
pace of fishing may be influenced by factors both directly and indirectly related to the RS-IFQ program,
such as elimination of trip limits and short fishing seasons, implementation of the GT-IFQ program, in-
creases in quota, changes in targeting behavior, and regulations on other reef fish species. In 2013, fish-
ing effort for red snapper remained similar to the previous two years for trips, days away and days per
trip, although the average pounds per trip increased (Table 18). The majority of vessels in the RS-IFQ
program land on average < 500 Ib/trip both pre and post RS-IFQ (Figure 3). In 2013, 59% of all vessels
landed < 500 1b of red snapper per trip. This slight decrease from previous years is most likely due to
the increase in the available quota for the year, which may have resulted in greater average pounds per
trip.
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Figure 3. Vessels by average RS landings per trip
Source: SEFSC Coastal Loghook records as of 4/28/2014

Vessels harvesting < 500 Ib of red snapper per trip may be small shareholder or vessels that do not pri-
marily target red snapper, but rather use it to supplement harvest when targeting other reef fishes or as
the retention of incidentally caught red snapper. The vessels that primarily target red snapper (>2000
Ib/trip) comprise only 15% of the vessels harvesting red snapper, which has shown very little change
since the start of the RS-1FQ program (Figure 3).

There are both regional and gear differences in trip lengths (days per trip) and subsequently pounds per
trip. Trips taken in the Florida panhandle through Mississippi are approximately 2 days shorter than
trips taken in the rest of the Gulf (Figure 4). Trip lengths off the Florida peninsula and in the Western
Gulf increased by nearly one full day in 2013 (Figure 4). Trips utilizing longline gears had longer trips
than trips with vertical line gears, and longline trip lengths increased by nearly a full day in 2013 (Figure
5). Trips in the Western Gulf had considerably greater average pounds per trip than in the remaining
areas (Figure 6). In 2013, trips in the Western Gulf increased the average pounds per trip by ~1,000
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Figure 4. Days per trip by region

Source: SEFSC Coastal Logbook records as of 4/28/2014 Figure 5. Days per trip by gear

Source: SEFSC Coastal Loghook records as of 4/28/2014

19



Ib/trip (Figure 6), while only small increases in pounds per trip were observed in the rest of the Gulf.
The average pounds per longline trip decreased from a peak in 2007 through 2012 (Figure 7). In 2013,
the average pounds per longline trip increased by ~200 Ib/trip. Red snapper are not the primary catch of
many longline vessels, and therefore vertical line vessel’s average pounds per trip may be more indica-
tive of trends in the red snapper fishery. Average pounds per vertical line trip remained similar since the
start of the IFQ program until 2013 (Figure 7). In 2013, the average pounds per vertical line trip in-
creased by ~400 Ib/trip.
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Source: SEFSC Coastal Logbook records as of 4/28/2014 Source: SEFSC Coastal Loghook records as of 4/28/2014

Data from the Southeast Fisheries Science Center’s (SEFSC) reef fish observer program (RFOB) were
used to evaluate changes in red snapper discards. The reef fish observer program began in mid-2006,
limiting the data available prior to the RS-IFQ program. On May 2, 2007, the red snapper minimum
size limit changed from 15” TL to 13” TL, and therefore, the 2007 season is split accordingly. RFOB
red snapper landings were categorized by gear: longline (LL) and vertical lines (VL: hand lines, bandit
reels, or spear fishing). Longline trips primarily occurred off the Florida peninsula, while vertical line
trips occurred throughout the entire Gulf. In addition, the RFOB coverage shifted effort in 2009 towards
vessels using longline gears (Table 19) and the total number of trips sampled increased from 2010
through 2012, but decreased in 2013 (Table 19).

In 2013, there were 174 trips with observer coverage, with 74% of the trips (n = 129) catching red snap-
per (Table 19). As in previous years, more of the observed trips fished with vertical line gears than
longline gears. This was also true for trips that caught red snapper (Table 19). Observed red snapper
trips primarily occurred from Florida through Mississippi, with slightly more trips observed along the
Florida peninsula (Table 19).

Reef fish observers record disposition status as: landed/kept, discarded alive, discarded dead, or un-
known. These disposition statuses were used to calculate discard ratios by gear and region. The landed:
discard ratio (number of fish landed for each fish discarded) showed distinct differences between regions
and gear types (Table 20). Observed vessels using longline gears discarded more fish than they landed,
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while observed vessels using vertical lines landed more fish than they discarded (Table 20). Land-
ed:discard ratios in observed vessels using longline gears were generally less than one and in 2013 de-
creased to 0.28 (Table 20). Landed:discard ratios for observed vessels using vertical line gears in-
creased in 2013, with 6.48 fish landed for every one fish discarded (Table 20). The increased ratio could
be the result of increased quota and the amount of allocation held by vessels using vertical line gears.

As more allocation is available less fish are discarded. In contrast, the low landed:discard ratio that oc-
curred on longline vessels may have resulted from insufficient allocation available to land red snapper as
a bycatch species. Many of the longline vessels fish off the Florida peninsula for grouper-tilefish and
may not have any or enough red snapper allocation available to them. As the red snapper stock contin-
ues to expand to the waters along the west Florida shelf®, discards will occur unless vessels obtain addi-
tional allocation. Landed:discard ratios were lowest from the Florida peninsula (Table 20), with less
than one fish landed per fish dis-
carded in 2013 (Table 20). In
2013, landed:discard ratios were
the same from the Florida pan-
handle through Texas, with 5.53
fish landed per fish discarded
(Table 20). As with the longline
vessels, the low discard ratio that
occurred in the Florida peninsula
may have been due to the vessels
in this region not having suffi-
cient, if any, allocation to land red
snapper.

® The 2013 SEDAR 31 Red Snhapper stock assessment notes the red snapper stocks have expanded along the west Florida
shelf.
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Price Information

Price information is an important component for evaluating the performance of a catch share program.
Economic theory states that as fishermen no longer have to out-compete other fishermen for a share of
the catch, the profits will increase as fishermen adjust the scale and scope of their operations to take ad-
vantage of market conditions. This results in increased market stability and value for shares and alloca-
tions, as more efficient fishermen are willing to pay higher prices to purchase additional shares and/or
allocation from less efficient operators. Theoretically, allocation prices should reflect the expected an-
nual net profit from harvesting one unit of quota, whereas share prices should reflect the present value of
the flow of expected net returns from harvesting one unit of quota. Dockside or ex-vessel prices are an-
ticipated to increase as well, as fishermen no longer have to race to fish, which would reduce market
gluts and provide fresher products.

Share Transfer Prices

Share transfer prices were not required from 2007-2009, but since mid-2010 a minimum transfer price of
$0.01 has been required of all share transfers. In 2013, the percentage of share transactions with valid
share prices increased to 51%, an 8% increase from the previous year (Table 21). Transactions with low
prices may be due to, but not limited to, any of the following: entering a price per pound equivalent in-
stead of total price, reluctance to enter price information, gifts, transferring to a related account, part of a
package deal (e.g., sale of shares with a permit, vessel, or other equipment), and/or unrecorded bartering
of RS-IFQ shares for GT-1FQ shares. It was not possible to identify bartered trades as all share transfers
are recorded as an individual transfer from one account to another account. Starting in 2013, one of sev-
en share transfer reasons was selected by the transferor (“seller”) for each share transfer. Share transfer
reasons were as follows: sale to another account (“Sale”), transfer to a related account (“Related”), bar-
tered for shares, bartered for allocation, gift, package deal, or no comment.

In 2013, the majority of share transfers were listed as a Sale (n = 42), followed by Related (n = 14), no
comment (n = 12), gifts (n = 6), and package deals (n = 2). No share transfers had the bartered for
shares or allocation reason selected. Transfer with a gift reason had the greatest total shares (1.92%),

22


http://www.bea.gov/

followed closely by Related (1.37%) and Sale (1.05%). For all transfer reasons except package deal, the
minimum price per equivalent pound was less than $0.01/lb. Maximum price per equivalent pound val-
ues were near $50/Ib for transfers with “No comment” or “Sale” reasons, followed by $42/Ib for transfer
among related accounts, and near $35/1b for transfers that were gifts or package deals. Both transferor
(“seller’) and transferee (‘buyer’) prices were collected for share transfers in 2013. There was a 76%
price agreement among the transferor and transferee. Prices that were in disagreement generally fell into
the following categories: one account had entered price per pound instead of total price, one account had
entered a non-valid total price (e.g., $0.01 or $1.00), or one party had entered typographical mistakes
when entering the price (e.g., adding or deleting a zero to the total price).

For the share price analysis, the data were limited to share transfers with price per pound equivalents*
that were greater than $9 and less than $36 (2007-2011) or less than $50 (2012-2013), and all values
were weighted by the pounds instead of on a transactional basis (See Appendix 3: Price Analysis Ra-
tionale). In 2013, there were 39 share transfers with valid prices (Table 21). Average share prices were
at $36/1b while median prices were slightly greater at $40/Ib (Table 21). As in previous years, share
prices continued to increase, although this was the smallest increase in price since the start of the pro-
gram once the prices were adjusted for inflation.

Allocation Transfer Prices

Allocation transfer prices are collected on a per pound basis but are not required in order to complete a
transfer. Nearly two-thirds or more of the allocation transactions each year are either missing price in-
formation or have under-reported price information (e.g., $0.01/Ib) (Table 22). Transactions that had
low or no price information may be due to, but not limited to, any of the following: reluctance to enter
price information, gift, transferring to a related account, part of package deal, or bartering for shares
and/or allocation in the GT-IFQ program. Starting in 2013, one of seven allocation transfer reasons was
selected by the transferor (“seller”) for each allocation transfer. Allocation transfer reasons were as fol-

* A price per pound equivalent is the share percentage that would equal one pound for that particular period. The exact share
percentage that is equivalent to one pound depends on the total commercial quota and will change as the quota changes from
year to year or within a year for any quota increases.
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lows: sale to another account (“Sale”), transfer to a related account (“Related”), bartered for shares, bar-
tered for allocation, gift, package deal, or no comment. In 2013, the majority of allocation transfers
were listed as a No Comment (n = 1,375), followed by Sale (n = 878) and Related Account (n=411).
The greatest amount of pounds were transferred under the No Comment reason (49% of allocation
transactions), followed by Sale (26%), and Related (22%).

For the allocation price analysis, the data were limited to allocation transfers with prices per pound that
were greater than $1.20/Ib and less than $5.00/1b (See Appendix 3: Price Analysis Rationale). All statis-
tics were computed by weighting pounds transferred and not on a transactional basis. In 2013, there was
a marginal increase in the percentage of transactions with valid prices, of the 2,753 transactions 1,068
(39%) of them had valid prices (Table 22). The average price remained similar to recent years and was
just below $3.00/1b, while median price remained the same as the past three years (Table 22). After ad-
justing for inflation, the average price has decreased slightly by $0.04 in 2013. The slight decrease in
allocation could be due to the large quota release at the end of September. Average monthly allocation
prices decreased in November and December, whereas in other years they had similar or higher prices
than the previous months (Table 23).

Ex-vessel Prices

While ex-vessel prices are required to complete a landing transaction, prices have been variable, with
prices as low at $0.01/1b reported. Ex-vessels prices may differ depending on location and season. They
may also be under-reported for a variety of reasons: to minimize cost recovery fees and/or capital gains,
contractual arrangements between dealers and shareholders, and deductions for transferred allocation,
goods (e.g., bait, ice, fuel), and/or services (e.g., repairs, machinery replacement). In June of 2011,
regulations modified the definition for ex-vessel price and explicitly prohibited the deduction of alloca-
tion, goods, and/or services. For ex-vessel price analysis, the data were limited to landings with prices
per pound that were greater than $2.60/Ib and less than $10.00/1b (See Appendix 3: Price Analysis Ra-
tionale). In 2013, ex-vessel price reporting improved again, to where 90% of the transactions could be
used in analyses (Table 24). In 2013, average ex-vessel prices were $4.46/1b, with a median value of
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$4.75/1b (Table 24). After adjust-
ing for inflation, ex-vessel prices
decreased slightly (1%) in 2013
(Table 24). This lower ex-vessel
price may be in part due to low ex-
vessel prices at the end of the year
after the 1.17 mp quota increase at
the end of September flooded the
market with red snapper. When
compared to the years immediately
preceding the RS-IFQ program, and
adjusting for inflation, ex-vessel
prices have increased by more than
$1.00/lb. Ex-vessel prices are now
equal to the inflation-adjusted pric-
es for 1990 (Figure 8).
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Figure 8. Average annual inflation adjusted ex-vessel price
Data source: SEFSC ALS records as of 5/13/14. For data from 2007-2013, minimum valid price was $2.60/Ib; IFQ database, see Price
Analysis Appendix for valid minimum and maximum prices.

One goal of the RS-IFQ program was to create greater market stability. Ex-vessel price may be influ-
enced by the amount of quota, demand, landings, and regional differences. In general, as landings in-
crease ex-vessel prices decrease. Red snapper ex-vessel prices have been variable prior to the RS-IFQ
program, with monthly values differing by $0.40/Ib to $1.26/Ib per year (Figure 9). Ex-vessel price fluc-
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tuations since the start of the program, generally were smaller with differences of $0.18/lb to $0.59/Ib,
except in 2013 where ex-vessel prices differed by $1.09/lb (Figure 9). In general, since the start of the
RS-1FQ program red snapper ex-vessel prices are smaller at the start of the year, but increase from
March through May, which coincides with the Lenten season (Figure 9). Ex-vessel prices typically de-
crease in December when fishermen seek to use the remaining allocation.

In 2013, monthly ex-vessel prices rose to a high of $4.84/Ib by summer, the greatest average ex-vessel
price since the start of the program (Table 25, Figure 10). This was followed by the lowest ex-vessel
prices since the start of the program in November and December (Table 25, Figure 10). These low ex-
vessel prices were most likely correlated to the influx of landings due to the release of 1.17 mp of alloca-
tion on September 30™. Ex-vessel prices immediately began to decrease in October by ~$0.40/Ib and
then decreased by ~$0.60/Ib in November, with a final decrease in December of ~$0.10/lb. This result-
ed in the largest range of monthly ex-vessel prices since 1998 ($1.09/1b).
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Figure 9. Average inflation-adjusted monthly ex-vessel prices
Data source: SEFSC ALS records as of 5/13/14. For data from 2007-2013, minimum valid price was $2.60/Ib; IFQ database, see
Price Analysis Appendix for valid minimum and maximum prices.

Ex-vessel prices may also are influenced by regional differences. In 2013, the Alabama/Mississippi
region had the lowest average annual ex-vessel ($4.26/1b), followed by Florida ($4.42/Ib), Louisiana
($4.50/Ib) and Texas ($4.50/1b) (Table 25). The greatest range in monthly ex-vessel prices occurred in
Florida, while prices were more consistent in Alabama/Mississippi (Table 25). For all regions, ex-vessel
prices decreased in the last few months of the years coinciding with the increase in quota and the need to
use quota before it expires at the end of the year.
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Price Ratios

Allocation price to share price and allocation price to ex-vessel price ratios are commonly used as an
indicator of economic performance. The allocation to share price ratio has decreased since the start of
the program from 18% in 2007 to 8% in 2013 (Table 27). The decreasing discount rates indicate that
fishermen have longer planning and investment horizons as the perceived uncertainty about the future of
the program lessens. This suggests that fishermen are feeling more secure about the RS-1FQ program.
The allocation to ex-vessel price ratio has increased since the start of the program, from 53% in 2007 to
67% in 2013 (Table 27). These appreciating ratios suggest that fishermen have been successful at max-
imizing profits from the commercial red snapper quota and have an increased confidence in the program.
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Cost Recovery and Ex-vessel Value

The Magnuson-Stevens Act requires the Secretary to adopt regulations implementing a cost recovery
program to recover the actual costs of managing and enforcing the RS-IFQ program. The cost recovery
fee established for the RS-IFQ program is currently 3% of the actual ex-vessel value of Gulf red snap-
per. RS-IFQ allocation holders who complete a landing transaction with a dealer are responsible for
payment of the fee. The dealer who receives the red snapper is responsible for collecting and submitting
the fee on a quarterly basis. Monies collected are used for administration of the program, maintenance,
and upkeep of the online system and software, enforcement of the RS-1FQ program, and scientific re-
search.

Total ex-vessel value increased each year since 2009. In 2013, total ex-vessel value was $21,108,505,
which was due mainly from an increase total landings (+1,272,203 Ib more than 2012) (Table 14), as the
average annual ex-vessel price was slightly lower than the previous year (Table 24). Cost recovery fees
are calculated directly from the reported ex-vessel value. With increases in quota and increases in ex-
vessel prices, ex-vessel values, and therefore, cost recovery fees, have increased within the last four
years (Tables 28 and 29). In 2013, $633,231 was collected in cost recovery fees.
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Enforcement and Administrative Audits

Law Enforcement Activities

Law enforcement is a crucial component of the IFQ programs. Agents and officers from NOAA/NMFS
Office of Law Enforcement (OLE) Southeast Division, the U.S. Coast Guard (USCG) and participating
Joint Enforcement Agreement (JEA) states enforce the regulated activities mandated under the Gulf IFQ
programs. State wildlife officers and game wardens routinely contribute to the enforcement of the IFQ
programs under the auspices of the Cooperative Enforcement Agreement, by patrolling the waterfront,
meeting vessels upon landing, and monitoring offloads. OLE Special Agents conduct random monitor-
ing of vessels, assist state wildlife officers and game wardens with violations requiring further investiga-
tion and conduct independent investigations, primarily those involving the undocumented landing and
sale of IFQ species and the trafficking of illegally harvested red snapper and grouper-tilefish entered in-
to interstate commerce. During offshore boardings, the USCG and JEA partners with long range capa-
bilities ensure that vessels harvesting red snapper have valid RS-IFQ accounts.

During patrol, action is taken by OLE agents to correct problems identified and educate fishermen on
program requirements and regulations. In other instances, OLE agents took enforcement action by way
of warnings (verbal and written), citations, and follow-up investigation by NOAA’s Special Agents.
Major violations since implementation

of the IFQ programs include the false Table 30: Federal IFQ law enforcement action

reporting of species harvested and un- — Total RS RS Pounds RS Seized
der reporting of total weights landed. IFQ cases _ Cases Seized value
Typical violations include landing pri- 2007 20 7 7,678 $33,270
or to the three-hour minimum landing 2008 i 6 1,622 $6,525
notice, landing at a unspecified or un- 2009 20 2 250 $910
approved location, insufficient alloca- 2010 9 4 538 $2,170
tion, transporting IFQ species without 2011 10 6 6,683 $26,619
an approval code, completing a land- 2012 6 5 5,855 $27,482
ing transaction without a landing noti- 2013 6 3 1.706 $9,206

fication, and offloading after approved hours. Typical dealer violations include misreporting IFQ spe-
cies, failure to provide a current dealer permit and/or IFQ dealer endorsement, and failure to enter IFQ
species landed.

NOAA Agents working with Florida Fish and Wildlife Conservation Commission and Alabama Marine
Resources Division investigators and officers recently completed an undercover investigation leading to
the criminal indictments of eight individuals involved in the illegal commercial harvest, sale and filing
of false landing reports for IFQ species in the Florida panhandle and Alabama. In 2013, JEA partners
dedicated approximately 4,051 hours to the enforcement of the Gulf of Mexico IFQ programs (RS-IFQ
and GT-1FQ). NOAA OLE agents and officers conducted approximately 90 patrols, offload monitor-
ings, and investigations involving IFQ program regulations, including the seizure of IFQ regulated spe-
cies. The 2013 cases resulted in the issuance of verbal warnings, written warnings and violations, in-
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cluding three seizures totaling 1,706 Ib of illegally harvested or landed red snapper with a corresponding
value of $9,206 (Table 30).

Administrative Audits

IFQ administrative staff regularly audits landing notifications and transactions. Phone and/or audit let-
ters may be sent to dealers and fishermen notifying them of outstanding transactions. If transactions are
not completed or are considerably late, they are referred to NOAA OLE for further investigation. In
2013, IFQ staff resolved 93 unmatched landing notifications. No unresolved notifications were for-
warded to law enforcement.

Synopsis
Summation

In the seventh year of the Red Snapper IFQ program, the program has shown continued progress in its
main objectives of reducing overcapacity and mitigating the derby fishing conditions; increased market
stability; fishing flexibility; and balancing social, economic, and biological benefits. As anticipated,
there has been continued share consolidation in the RS-1FQ program (399 accounts with shares), while
the total number of accounts participating in the program has remained similar for the past four years
(~599 accounts). The number of vessels harvesting red snapper decreased slightly in 2013, and still re-
mains considerably lower than the average number of vessels in the five years preceding the program,
indicating moderate success at reducing overcapacity, although further reduction may still be necessary.

As participants adjust to the program, there have been changes in how participants interact with the RS-
IFQ program. Changes in participation include changes in the percentage of accounts without shares
and/or permits, public participants, and allocation traders. Although the number of participants have
remained the same, accounts without shares increased to 30% and accounts without permits increased to
31%, both the greatest since the start of the program. The percentage of shares held by accounts without
permits also increased in 2013 to 24% of all shares. There are now 27 public participant accounts creat-
ed since 2012, although only eight of those accounts hold shares and seven accounts hold allocation.
The public participant accounts hold a small percentage (2.2%) of shares, although this has increased
slightly since 2012. New public participation accounts appear to have had a minimal impact in 2013,
but should be closely monitored in conjunction with accounts that no longer hold permits. The composi-
tion of the allocation holders has continued to change over time, although the percentage of accounts
landing allocation has remained the same for the past four years. The number of accounts landing red
snapper but not holding shares increased to 39% , up 8% since the previous year. The percentage of ac-
counts only trading allocation has remained similar to previous years at 28%. While the percentage was
low (2%), 2013 was the first year in which there were accounts without share or permits that were only
trading allocation. The slight increase in accounts without permits only trading allocation should be
monitored closely to analyze the economic impacts of allocation brokers, those who primary goal is
trading allocation rather than harvesting red snapper.
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Fishing effort was similar to past years in days per trip, number of trips, and days away, although aver-
age pounds per trip has increased. Effort is still considerably different than pre-1FQ which had on aver-
age 2 less days per trip and ~460 less pounds per trip. The behavior of fishermen has changed since the
start of the RS-IFQ program, which may be influenced both directly and indirectly by the RS-IFQ pro-
gram. Some factors may include: effects from the GT-IFQ program, red snapper quota increases,
changes in quota or regulations for other Gulf reef species, market demand, and changes in targeting be-
havior. Not all RS-IFQ accounts that land red snapper fish in the same manner, as some may target red
snapper as their primary catch, while others use red snapper allocation to supplement other catch, and
still others may use their allocation for incidental bycatch of red snapper. The majority of the vessels
land around 500 Ib/trip, indicating that many participants are not directly targeting red snapper but in-
stead using their allocation for supplement catch or incidental catch. There is still a high amount of fish
being discarded on both longline vessels and vessels fishing off the Florida peninsula. These discards
are more likely due to insufficient allocation, rather than the minimum size limit, particularly as the red
snapper stock has expanded along the Florida peninsula. Future options should look into ways to mini-
mize the discard of red snapper in these areas and/or gears.

Price information (share, allocation, and ex-vessel price) can be an indicator of the successfulness of an
IFQ program and indicates a stable year-round market for red snapper. Price reporting improved for all
price collections, although further improvement is still needed for share and allocation prices (51% and
39% reasonable prices). The inclusion of transfer reasons for share and allocation transactions helped to
explain some of the low prices. Share and allocation prices remained similar to the previous year, with
shares at $36/1b and allocation at $3/Ib. Ex-vessel prices decreased slightly in 2013 to $4.46/Ib, and this
decrease was most likely influenced by the large quota increase in the last quarter of the year.

The two quota increases in 2013, particularly the large increase late in the year had an impact on land-
ings as well as allocation and ex-vessel prices. Despite the late in the year quota increase, 97% of the
quota was landed by the end of the year, similar to the previous years. The greatest landings occurred in
the last quarter of the year and not during Lenten season as in previous years due to the large increase in
quota on September 30". The September 30™ quota increase also affected allocation and ex-vessel share
prices. Allocation prices in November and December decreased by more $0.50/Ib and were the lowest
values for the year. In fact the last month that had prices this low occurred in June of 2008. Ex-vessel
prices decreased by $1/Ib from September to November/December. After adjusting for inflation, these
were the lowest monthly ex-vessel prices in the history of the IFQ program. Future analysis should be
focused on whether the decrease in allocation and ex-vessel prices were solely due to the large quota
increase late in the year or just related to an increased amount of quota available. Timing and size of
quota releases appear to have a considerable effect on economic impacts within the IFQ fisheries.
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Looking Ahead

The RS-IFQ five-year review was completed in 2013 and the Gulf Council has since created a Red
Snapper Ad Hoc Advisory panel to discuss possible changes to the program. The Advisory panel has
already met once and their recommendations, as well as those stemming from the review, are being used
to develop Reef Fish Amendment 36. Work on the amendment is expected to continue through 2014
and there will be numerous opportunities for public input and involvement on the amendment.

NMFS has developed a proposed rule for administrative changes to IFQ reporting requirements. The
Gulf Council approved and deemed the rule in 2013. NMFS published the proposed rule in spring 2014
seeking public comment on the proposed regulatory modifications. A final rule making administrative
modifications to the program is expected in summer 2014,

In late 2014, a new assessment for Gulf red snapper will begin. The assessment will be completed by
early 2015 and results will be reviewed by the Gulf Council’s Scientific and Statistical Committee and

presented at a future Gulf Council meeting.

If you have a suggestion on how the online system can be further improved please call or e-mail SERO
Catch Share customer support.
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Appendices

Appendix 1. History of the red snapper IFQ program

An IFQ program for red snapper was first proposed in Amendment 8 to the Fishery Management Plan
for Reef Fish Resources of the Gulf and approved by the NMFS in 1995. The program was not imple-
mented due to Congressional action that placed a moratorium on the development and implementation
of new Individual Transferable Quota programs until October 1, 2000. Despite this moratorium, red
snapper commercial fishermen and the Gulf Council remained interested in developing an IFQ program,
and in 2004 initiated the development of the current RS-IFQ program (Figure Al). A majority of eligi-
ble voters (based on a weighted majority of votes of red snapper Class 1 license holders) supported,
through referendum, development of the RS-1FQ program. Persons eligible to vote in the referendum
included red snapper Class 1 license holders, vessel captains harvesting red snapper during 1993-1996,
and certain lessees of Class 1 licenses. NMFS issued 157 referendum ballots, 145 of which were filed
with the agency. The weighted vote resulted in 72% of respondents (representing 81% of the weighted
votes) supporting the Gulf Council’s development of an IFQ program. During 2004 and 2005, the Gulf
Council, in collaboration with their Ad Hoc Red Snapper Advisory Panel, developed Amendment 26 to
the Reef Fish FMP. This amendment outlined the key components of the RS-IFQ program. In 2006, a
second referendum determined that a majority of eligible voters supported the submission of Amend-
ment 26 to the Secretary of Commerce for approval. On January 17, 2006, NMFS issued 167 referen-
dum ballots, 140 of which were filed with the agency; the weighted vote demonstrated 76% of respond-
ents (representing 87% of the weighted vote) favored implementation of an IFQ program. The amend-
ment was approved by the Gulf Council in March 2006 and implemented by the Secretary of Commerce
on January 1, 2007.

Initial shares were issued to Gulf reef fish permit holders with valid Class 1 or Class 2 red snapper li-
censes on November 22, 2006, based on the amount of red snapper landings reported under each entity’s
qualifying license during the qualifying time period. For Class 1 license holders, RS-1FQ shares were
based on the best ten consecutive years from 1990-2004. For Class 1 historical captain license holders,
RS-IFQ shares were based on seven years of landings from 1998-2004. For Class 2 license holders, RS-
IFQ shares were based on the best five years of landings from 1998-2004. Initial share distribution was
based on landings history; therefore, Class 1 license holders received a majority of the RS-I1FQ shares
(91%) and corresponding allocation. Class 2 license holders and fishermen along the west Florida shelf
received smaller amounts of shares and corresponding allocation, as red snapper were less plentiful there
during the qualifying years of the RS-IFQ program.

In 2010, there were significant changes made to the RS-1FQ database and online system (Figure Al) to
align it with the GT-1FQ program and enhance law enforcement. In 2010, the structure switched from a
fisherman-assignee based system to a fisherman-vessel based system. In the old system, a unique entity
could have multiple accounts (one for each vessel owned), but the new system switched to one account
per unique entity and allowed multiple vessels per shareholder account. Additional changes to the pro-
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gram included submission of share transfers electronically, estimation of gutted fish weights for landing
notifications, requiring preapproval of landing locations, and the elimination of vessel endorsements.

On June 1, 2011(Figure Al), actual ex-vessel price was redefined to ensure equivalent reporting among
dealers. The definition now states that “actual ex-vessel price” represents the price paid per pound of
fish before any deductions are made for transferred (leased) allocation (i.e., pounds of fish) and goods
and/or services (e.g., bait, ice, fuel, repairs, machinery replacement).

On January 1, 2012, the RS-IFQ program opened to the general public. Prior to January 1, 2012, ac-
counts could only be established in the RS-IFQ program if the account holder also held a Gulf commer-
cial reef fish permit. After January 1, 2012, any U.S. citizen or permanent resident alien could establish
a RS-IFQ account. Accounts established after January 1, 2012, which do not have an associated Gulf
commercial reef fish permit, are considered public participants. These accounts can trade shares and
allocation, but cannot harvest red snapper.

In 2012-2013, a five-year review of the RS-IFQ program was conducted to evaluate the progress - to-
wards achieving the stated goals of reducing overcapacity and eliminating the problems associated with
derby fishing. To analyze the program’s progress data was obtained from a variety of sources: RS-IFQ
database, Southeast Fisheries Science Center’s coastal logbooks, accumulated landings system, and reef
fish observer program, the National Institute of Occupational Safety and Health, and surveys of the RS-
IFQ participants. In general, the review found that the program has been moderately to highly success-
ful in achieving its stated goals, although there is still room for further achievement, particularly with
respect to overcapacity, discard mortality, price reporting, and social and community analyses.

In 2013, transfer reasons were added to both share and allocation transfers in order to capture more in-

formation about the types of transfer that occur and the reasons for the transfers, especially as how they
related to price. One of seven share transfer reasons must be selected: sale to another account (“Sale”),
transfer to a related account (“Related”), bartered for shares, bartered for allocation, gift, package deal,

or no comment.
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Figure Al: Red Snapper IFQ Timeline
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Appendix 2: Red snapper management history

Year Days Quota Harvest Size Commercial Management Action
open (mpgw) (mpgw) Limit
1990 365 2.79 2.39 13
1991 236 1.84 1.99 13
=  Emergency rule: Apr 3- May 14 1,000 Ib trip limit
= Moratorium on new reef fish permits
1992 95 1.84 2.80 13 = 2,000 Iband 200 Ib endorsemre)nts
= Closed fishery Dec 1
= Opened Feb 10
1993 9 2.76 3.04 13 = One trip limit per day
= Extended endorsements
= Raised minimum size over next 5 years
1994 1 2.76 2.90 14 =  Extended reef fish permit moratori):Jm
1995 52 2.76 2.64 15 = Opened Feb 28
= Split quota into spring and fall seasons
1996 87 4.19 3.89 15 = E?(ten?jed endorsepmer?t
1997 73 4.19 4.33 15 =  Fall season started Sept 2 for 1* 15 days/month till quota met
= Established Class 1 and Class 2 license
1998 72 4.19 4.22 15 *  Allocated % quota to spring, starts Feb 1
=  Fall season started Sept 1, 1% 10 days /month
1999 70 419 4.39 15 = Spring season reduced from 15 to 10 days/month
2000 66 419 4.36 15 = Extended permit moratorium for 5 more years
2001 79 4.19 4.17 15
2002 91 4.19 4.31 15
2003 94 4.19 3.97 15
2004 105 4.19 4.19 15
2005 131 4.19 3.69 15 = Extended reef fish permit moratorium indefinitely
2006 126 4.19 4.19 15
= |mplemented commercial red snapper IFQ program
=  Reduced quota from 2006 level
2007 365 2.99 2.87 13 L] Mid—year%uota increase
=  Reduced size limit
2008 366 2.30 2.24 13
2009 365 2.30 2.24 13
2010 365 3.19 3.06 13 = Mid-year quota increase in June; Area closures due to Deep-
: : water Horizon oil spill event
2011 365 3.30 3.24 13 = Mid-year quota increase in May
2012 366 3.71 3.64 13 =  Mid-year quota increase in June
2013 365 5.05 491 13 =  Mid-year quota increases in May and September

All weights are in million pounds gutted weight; all lengths are in inches total length; all days are calendar days. Green
shading indicates IFQ years. Data collected from Gulf of Mexico Fishery Management Plans and Amendments, stock as-
sessments, and IFQ program. Landings through 2006 were from the SEFSC ACL dataset accessed 7/3/2012; landings 2007
onward were from the IFQ system.
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Appendix 3: Price Analysis Rationale

Price information is a crucial portion of the economic evaluation of the program, and yet the program
continues to have price collection or reporting issues with respect to share transfers, allocation transfers,
and ex-vessel prices. Share prices were not required from 2007-2009, but since mid-year 2010, a mini-
mum transfer price of $0.01 has been required for all share transfers. Despite requiring participants to
enter a total price for share transfers, many share transactions had the default total value of $0.01. Allo-
cation transfer prices are currently not required by the online system (e.g., a zero value may be entered).
Ex-vessel prices have varied considerably since the start of the RS-IFQ program, with values ranging
widely. Extremely low prices have been attributed to dealers reporting ex-vessel prices after deducting
for transferred or leased allocation, goods (e.g., bait, ice, fuel) and/or services (e.g., repairs, machinery
replacement). The definition of actual ex-vessel price was changed through regulations in June 2011
and prohibits the cost of allocation transfers, goods, and /or services from being deducted from ex-vessel
prices. Despite the new regulation in 2011, ex-vessel prices in many instances continue to be under-
reported the RS-IFQ online system.

An expected range of reasonable prices was calculated for each price variable but investigating the fre-
quency of each price within a given year(s). Any price value outside the given range was excluded form
analysis. Share prices were analyzed over multiple years, as any one given year had small number of
prices with transactions. Allocation and ex-vessel prices were analyzed on a yearly basis. Both alloca-
tion and ex-vessel prices had bi-modal distributions that clearly displayed a subset of transactions with
low price information. The minimum value was set as the valley between the bi-modal distributions.
Share price ranges were set between $9-$36/Ib for the first 5 years, and then adjusted upward to $50/1b
in 2012, as the price of shares continued to increase. Allocation prices were set to $1.20/1b to $5/Ib. Ex-
vessel prices were set to $2.60 to <$10/Ib. The online system precludes entering a price higher than
$10/Ib and defaults to $10/1b when a higher price is entered. Any prices at $10/lb were assumed to be a
data entry error and not included in analysis. This method for limiting price ranges was demonstrated to
and endorsed by the Socioeconomic Scientific and Statistical Committee of the Gulf Council in 2013.
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Appendix 4: Glossary

10% Overage — A provision in the IFQ program that allows IFQ accounts that hold shares to land 10% over
their remaining allocation on the last fishing trip of the year. Any overage will be deducted from the share-
holder's allocation for the next fishing year and the shareholder is restricted from selling shares that would
prohibit this take back action.

Active Account —An account, in which the allocation holder has landed, bought, and/or sold allocation within that
year. Accounts activity status changes yearly based on the actions taken by the account.

Allocation — Allocation is the actual poundage of red snapper by which a account holder is ensured the opportuni-
ty to possess, land, or sell, during a given calendar year. IFQ allocation will be distributed to each IFQ sharehold-
er at the beginning of each calendar year, and expire at the end of each calendar year. Annual IFQ allocation is
determined by the amount of the shareholder’s IFQ share and the amount of the annual commercial red snapper
guota. Dealer accounts may not possess allocation.

Allocation Transfer — A transfer of allocation (pounds) from one shareholder account to another shareholder ac-
count. Through January 1, 2012, allocation can be transferred only to an entity that holds a valid Gulf commer-
cial reef fish permit.

Entity — An individual, business, or association participating in the IFQ program. Each IFQ account is owned by
a unigue entity.

Gulf of Mexico Commercial Reef Fish Permit Holder — An entity that possesses a valid Gulf commercial reef
fish permit and therefore, is eligible to be exempt from bag limits, to fish under a quota, or to sell Gulf reef fish in
or from the Gulf Exclusive Economic Zone. There is an eligibility requirement and an annual fee associated with
the permit.

IFQ Dealer Endorsement — The IFQ dealer endorsement is a document that a dealer must possess in order to
receive Gulf of Mexico red snapper. The dealer endorsement can be downloaded free of charge from the IFQ
dealer’s online account.

Inactive Account — An account, in which the allocation holder has neither landed, bought, nor sold allocation
within that year, including those who never logged into their account. Accounts activity status changes yearly
based on the actions taken by the account.

Initial Account - An account which was never logged into by the account’s owner(s).

Landing Notification - A required 3-12 hour advanced landing notification stating the vessel identification, ap-
proved landing location, dealer’s business name, time of arrival, and estimated pounds to be landed in each IFQ
share category. Landing notifications can be submitted using either a vessel’s VMS unit, through an IFQ entity’s
on-line account, or through the IFQ call service. The landing notification is intended to provide law enforcement
officers the opportunity to be present at the point of landing so they can monitor and enforce IFQ requirements
dockside. For the purpose of these regulations, the term landing means to arrive at the dock, berth, beach, sea-
wall, or ramp.

Landing Transaction — A landing transaction report that is completed by an IFQ dealer using the online IFQ sys-
tem. This report includes the date, time, and location of transaction; weight and actual ex-vessel price of red
snapper fish landed and sold; and information necessary to identify the fisherman, vessel, and dealer involved in
the transaction. The fisherman landing IFQ species must validate the dealer transaction report by entering his
unique vessel’s personal identification number when the transaction report is submitted. After the dealer
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submits the report and the information has been verified, the website will send a transaction approval code to
the dealer and the allocation holder.

Median - The middle value in a statistical distribution, above and below which lie an equal number of values.

Participant - An individual or corporation that is part of an IFQ entity. For example, John Smith the participant
may belong to multiple entities such as John Smith, John and Jane Smith, and ABC Company. Share and alloca-
tion caps are tracked at the IFQ participant level and not the IFQ entity level.

Pound Equivalent — The share percentage that would equal one pound of the quota. The exact share percentage
that is equivalent to one pound depends on the total commercial quota at that point in time. This value will
change as the quota changes either among or within years.

Public Participant — A shareholder account that was opened after January 1, 2012, that does not have a permit
associated with the account. Public participants may own and trade shares and allocation, but can not harvest red
snapper.

Share — A share is the percentage of the commercial quota assigned to a shareholder account that results in allo-
cation (pounds) equivalent to the share percentage of the quota. Shares are permanent until subsequently trans-
ferred. Dealer accounts may not possess shares.

Share Cap — The maximum share allowed to be held by a person, business, or other entity. The share cap pre-
vents one or more IFQ shareholders from purchasing an excessive amount of IFQ shares and monopolizing the
red snapper commercial sector.

Share Transfer — A transfer of shares from one shareholder account to another account. A shareholder must ini-
tiate the share transfer and the receiver must accept the transfer by using the online IFQ. Through January 1,
2012, shares can be transferred only to an entity that holds a valid Gulf commercial reef fish permit.
Shareholder — An account that holds a percentage of the commercial red snapper quota.

Shareholder Account — A type of IFQ account that may hold shares and/or allocation. This includes accounts
that only hold allocation.
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