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BSAI Groundfish Amendment 80 Executive Summary

EXECUTIVE SUMMARY

The North Pacific Fishery Management Council (Council) has long recognized the need to reduce
bycatch, minimize waste, and improve utilization of fish resources to the extent practicable in order to
provide the maximum benefit to present generations of fishermen, associated fishing industry sectors,
communities, and the nation as a whole. Since at least 1995, the Non-AFA Trawl CP sector has had the
highest discard rate in the Bering Sea and Aleutian Islands (BSAI) groundfish fisheries. Although the
overall retention level in that sector has increased in the last decade, it is still well below other BSAI
sectors. The Non-AFA Trawl CP sector primarily participates in multi-species fisheries that operates
under a “race for fish”, where vessels attempt to maximize their harvest in as little time as possible, in
order to claim a larger share of the available quota. Because vessels are competing with each other for
shares of the total quota, an individual vessel may be penalized for undertaking actions to reduce
incidental catch, such as searching for cleaner fishing grounds. To provide the sector with a tool to
increase economic efficiency when reducing incidental catch and minimizing waste, the Council in
October 2002, initiated Amendment 80, an action that would eliminate the race for fish among members
of the sector that wanted to join a cooperative.

Amendment 80 would provide specific groundfish allocations to Non-AFA Trawl CP sector and allow the
formation of cooperatives. Sector allocations and associated cooperatives would allow participants to
focus less on harvest maximization and more on optimizing their harvest. This in turn could allow
reduction of incidental catch, improve retention, and improve utilization, while still improving the
economic health of the harvesting and processing, all of which address the problem statement for
Amendment 80.

Three strawman alternatives are considered to compare the impacts of the proposed program components,
a status quo alternative (Alternative 1) and two alternatives that would allow the formation of multiple
(Alternative 2) or single (Alternative 3) cooperatives. The alternatives evaluated in this analysis are
summarized in the table below.

Alternative 1

Alternative 2 Alternative 3
(Status Quo)
Primary Target none yellowfin sole, rock sole, yellowfin sole, rock sole,
Species to be flathead sole, Atka flathead sole, Atka
Allocated mackerel, Aleutian Islands mackerel, Aleutian Islands
Pacific Ocean perch Pacific Ocean perch
Allocation to Sector [none Allocation: Sector’s retained  |Allocation: Sector’s retained
catch over all retained catch,| catch over all total catch,
1998-2002 1995-2003
Management: Hard cap Management: Soft cap;
Yellowfin sole: all yellowfin rollover to sector

sole in excess of 125,000 mt|Yellowfin sole: all yellowfin
threshold to be divided 30% | sole in excess of 100,000 mt
to sector and 70% to other threshold to be divided 70%
trawl; 2-way rollover; no AFA| to sector and 30% to other
sideboards for yellowfin sole | trawl; 2-way rollover; no AFA

threshold fishery sideboards for yellowfin sole
threshold fishery
Eligibility for trawl |none Harvest 1,000 mt from 1995- | 1 landing from 1995-2004 and
CV sector for 2004 and with appropriate with appropriate LLP
general limited LLP endorsements endorsements

access fishery
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Alternative 1
(Status Quo)

Alternative 2

Alternative 3

Allocation of
Prohibited Species

PSC allocated by target
fishery and shared
among all trawl vessels

Sector allowance based on
average historic PSC usage
in directed fishery for
allocated primary species
plus Pacific cod,1998-2002

Sector allowance based on:

a) average PSC usage, by
fishery, of all trawl in each
PSC fishery group for
allocated primary species
plus Pacific cod, 1995-2003

b) apply sector proportion as
determined above

c) reduce by 5%

Eligibility for Non-

determined by Congress

determined by Congress

determined by Congress

AFA Trawl CP
sector
Cooperative none Qualified license holder Qualified license holder
endorsement harvested 150 mt of harvested 150 mt of
groundfish with trawl gear on| groundfish with trawl gear on
a sector qualified vessel and | a sector qualified vessel and
processed that fish between | processed that fish between
1997 and 2002 1997 and 2004
Cooperative none Threshold: 15% minimum of  |Threshold: 67% minimum of
formation eligible licenses and must be| eligible licenses and must be
comprised of at least two comprised of at least two
separate entities separate entities
Allocation: based on retained |Allocation: based on total
catch history, 1998-2002 catch history, 1995-2003
Excessive share none No limit on consolidation No single person can hold no
limits more than 50% of the catch
history of an allocated
species
Sideboards none For sector: established based |For sector: established based
on participation in other on participation in other
fisheries, 1998-2002; for fisheries, 1995-2003; for
GOA halibut PSC based on GOA halibut PSC based on
usage by quarter and area, the percent of groundfish
1998-2002; only vessels that| target catch by quarter and
have GOA wide weekly area, 1995-2003
participation in the flatfish Within sector: established
fisheries over the threshold between cooperative and
during the qualifying period non-cooperative participants
would be eligible to for unallocated species
participate in the GOA
Within sector: established
between cooperative and
non-cooperative participants
for unallocated species
CDQ 7.5% of groundfish and 10% of allocated species, plus |15% of allocated species, plus

prohibited species
(except herring)
allocated to CDQ
multispecies fishery

secondary species caught
incidentally in directed
fisheries, to CDQ
multispecies fishery; PSQ
proportional to the CDQ
allocation

secondary species caught
incidentally in directed
fisheries, to CDQ
multispecies fishery; PSQ
proportional to the CDQ
allocation

Draft September 19, 2005




BSAI Groundfish Amendment 80 Executive Summary

Regulatory Impact Review

Effects on Harvest Participant and Fishing Practices

Alternative 1: Status Quo/No Action

Maintaining the status quo is expected to result in the continuation of existing fishing practices and
patterns. Participants in the Non-AFA Trawl CP sector will likely continue to focus the majority of their
fishing effort on several flatfish species, Atka mackerel, Al Pacific Ocean perch and Pacific cod in the
BSAI Some vessels in the sector will also participate in GOA fisheries. Under this alternative, trawl
participants will continue to race for fish. Trawl fisheries will continue to be prematurely closed due to
constraining halibut PSC allowances. Sector discard rates will likely improve, but overall the retention
rates will continue to lag behind the rest of the BSAI sectors. Contributing to the improved retention rates
is the impending groundfish retention standard (GRS) action. Amendment 79, if approved by the
Secretary of Commerce, would phase in the GRS over a four-year period. Originally approved by the
Council in June 2003, the GRS was to begin in 2005 with a starting GRS rate of 65 percent. Over the
subsequent four-year period, the GRS would gradually increase, culminating at 85 percent in the fourth
year. The action would only require Non-AFA Trawl CP vessels greater than or equal to 125 ft. LOA to
comply with the GRS. Non-AFA Trawl CP vessels less than or equal 125 ft. LOA would be exempt from
the GRS. To monitor and enforce the GRS, sector vessels greater than or equal to 125’ LOA would be
required to measure all catch on flow scales and all hauls must be observed. Many of the vessels already
have flow scales onboard, but seven vessels need to install the scales. All sixteen vessels greater than 125
ft. LOA would also be required to carry an extra observer. Where feasible, GRS could reduce economic
returns from fisheries to members of the sector.

Alternative 2

Under Alternative 2, the allocation percentages to the Non-AFA Trawl CP sector are expected to be
sufficient to keep the sector’s groundfish catch levels about the same as their historic catch. However, the
remaining portion of groundfish reserved for the general limited access fishery would be substantially less
than historic harvests and may disadvantage members of other sectors, particularly non-AFA catcher
vessels. The remaining amount of groundfish reserved for the general limited access fishery is less than
the combined AFA Trawl CP and CV sideboards for each of the species. Between 1995 and 1997, vessels
whose catch history was assigned to the AFA Trawl CP and CV sectors participated in the fisheries
allocated to the Non-AFA Trawl CP sector in larger numbers.

Under this alternative, the yellowfin sole threshold program could provide the opportunity for the AFA
Trawl CP and CV sectors and the Non-AFA Trawl CV sector to expand their harvest of yellowfin sole in
periods when BSAI pollock TAC declines relative to yellowfin sole. In that circumstance, 30 percent of
the TAC over 125,000 mt would be assigned to the Non-AFA Trawl CP sector. The remaining 70
percent of the TAC would be apportioned to the trawl vessels that are not a part of the Non-AFA Trawl
CP sector., Allocating 70 percent of the TAC, above the 125,000 mt level, would provide expanded
harvesting opportunities for these sectors.

The PSC allocation to the Non-AFA Trawl CP sector under Alternative 2 would likely be sufficient to
harvest their entire allocation of groundfish. However, the remaining halibut PSC for all other trawlers
could be insufficient to harvest the allocation of groundfish to the general limited access fishery. Given
the historically usage of halibut PSC from 1995 to 1998, there is the potential for the remaining trawl
sectors to fall short of the necessary halibut PSC needed to harvest the remaining groundfish, if, for
example, the Pacific cod TAC were to increase relative to pollock TAC.

Based on the eligibility requirements under this alternative, there appear to be 27 vessels that qualify for
the Non-AFA Trawl CP sector. Four vessels with trawl CP licenses failed to harvest the required 150 mt
of BSAI groundfish with trawl gear and process that catch between 1997 and 2002. Under this alternative,
27 LLP licenses are also estimated to qualify for a cooperative endorsement.
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Under Alternative 2, 15 percent of the endorsed LLP licenses would be needed to form a cooperative. In
addition, at least two unique entities are required for cooperative formation. Since under Alternative 2
there are likely to be 27 endorsed LLP licenses, at least four of these licenses would be needed to form a
cooperative. If each of the cooperatives had the minimum required four endorsed LLP licenses, six
cooperatives would be formed in the Non-AFA Trawl CP sector. This provision should help to ensure that
each vessel is given the opportunity to join a cooperative. Alternatively, the “odd-person-out” may have
less of a voice in deciding the terms of the cooperative agreement. It seems less likely that the “odd-
person-out” would be worse off under this alternative than Alternative 3 cooperative structure, which
allows only a single cooperative to form. Under this action, each participant would have the option to join
any of six potential cooperatives, so it is more likely to find a cooperative that would help them meet their
objectives. Participants who elect not to join a cooperative would participate outside a cooperative but
within the sector’s limited access fishery.

Consolidation in the Non-AFA Trawl CP sector under Alternative 2 would not be constrained. There
would be no limit on the percentage of the Non-AFA Trawl CP sector allocation that an eligible
participant can own or use. In general, number of vessels in the fishery could be reduced to the minimum
number need to harvest the entire allocation. Cost savings associated with a more optimal fleet size is
expected to increase the producer surplus generated by the fleet.

Alternative 2 would implement harvest caps on the Non-AFA Trawl CP sector for the species that are not
allocated. Sideboard caps would be set using the sector’s retained catch of BSAI groundfish species from
1998-2002 in all fisheries relative to the retained catch of all vessels. Sideboards would also be set for
GOA halibut PSC based on actual usage relative to the other sectors from 1998-2002. GOA groundfish
harvests by the Non-AFA Trawl CP sector would be limited by requiring vessels to have fished a given
number of weeks during the qualifying period to participate. Alternatives defining the actual number of
weeks required have not been developed, so the impacts cannot be determined.

The Non-AFA Trawl CP sector should have the opportunity to harvest their historic percentages of BSAI
groundfish species, given the alternatives selected. These caps do not give the sector the rights to those
fish, but instead are limits on their catch. Other sectors could legally harvest portions of the sideboard
limits before the Non-AFA Trawl CP sector catches them. Basing the caps on retained catch results in
larger caps, in most cases, relative to using total catch.

Future GOA groundfish harvests cannot be predicted, without additional information on the number of
participants that will be allowed to fish in the future. The GOA PSC caps, however, should enable the
sector to harvest historic levels of groundfish. GOA halibut PSC catches were not assigned to a specific
area, since NMFS does not manage PSC by area in the GOA. Finally, the analysts assumed that any
catches by the sector under the Rockfish Pilot program would be deducted from the sideboard cap
amounts.

Given the Alternative 2 methods of calculating the BSAI sideboard caps, it is expected that the Non-AFA
Trawl CP sector could harvest their historic percentages of various fisheries and still provide sufficient
protection for other sectors. Insufficient information is available to make that determination for the GOA.
However, given that most fisheries in the GOA are closed due to halibut bycatch and not TAC, the halibut
PSC caps should provide adequate protection for most species.

Alternative 3

Under Alternative 3, the allocation of groundfish species and PSC species would be insufficient to
maintain the Non-AFA Trawl CP sector’s historic harvest levels (except maybe yellowfin sole). In
addition, large portions of the remaining Amendment 80 species would be directed to the general limited
access fishery where it would likely remain unharvested without substantial increases in harvest by
participants in the fishery. For example, the combined AFA Trawl CP and CV sideboards for rock sole is
7.11 percent. If the Council selected this allocation option for rock sole, the allocation to the general
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limited access fishery would 70.6 percent of the TAC. Assuming the AFA CP and CV sectors harvested
rock sole up to their sideboards, the remaining allocation available for the Non-AFA Trawl CV sector
would be 63.49 percent. The Non-AFA Trawl CV sector has traditionally not harvested rock sole to
anywhere close to that degree. The alternative does includes a provision to rollover any portion of the
general limited access fishery allocation that is projected to go unused by a given date. However, the
timing of some of the fisheries and lack of PSC that would be necessary to harvest the rollover decrease
the benefits relative to a direct allocation as in Alternative 2.

Under this alternative, relative to Alternative 2, the yellowfin sole threshold program would be less likely
to provide an opportunity for the AFA Trawl CP and CV sectors and the Non-AFA Trawl CV sector to
expand their harvest of yellowfin sole in periods when pollock TAC declines relative to yellowfin sole.
The primary reason is the allocation of the ITAC above the threshold would favor the Non-AFA Trawl
CP sector and would diminish the yellowfin sole allocation to the general limited access fishery when
ITAC exceeded the threshold from 48 percent to 30 percent. Yellowfin sole ITAC above the threshold
would be distributed 70 percent to the Non-AFA Trawl CP sector and 30 percent to all other trawlers.
Constraining the success of the threshold program, under this alternative, is the lack of halibut PSC. Like
Alternative 2, this alternative does not include reallocation of halibut PSC as part of the rollover
provisions, so sectors will have to rely on their initial halibut allowance to harvest any groundfish that is
rolled over to them.

Although it cannot be determined with any certainty, the PSC allocation percentages under this alternative
could result in an allocation to the Non-AFA Trawl CP sector that may be insufficient for harvesting their
entire allocation of the target species, if the sector cannot reduce its PSC catch rates substantially from
current levels. In contrast, the remaining portion of halibut PSC reserved for all other trawlers should be
sufficient to harvest the remaining portion of unallocated groundfish. Alternative 3 also includes a
reduction in the calculated PSC apportionments to the Non-AFA Trawl CP sector by an additional 5
percent.

Like Alternative 2, 27 vessels appear to qualify for the Non-AFA Trawl CP sector. Four vessels with
trawl CP licenses failed to harvest the required 150 mt of BSAI groundfish with trawl gear and process
that catch between 1997 and 2002. However, under this alternative, 29 or 30 LLP licenses are estimated
to qualify for a cooperative endorsement.

To form a cooperative under this alternative, 67 percent of the endorsed LLP licenses held by Non-AFA
Trawl CP sector participants would be required. If the calculation is based on licenses, and 30 licenses
are in the sector, then 21 licenses would be required to meet the 67 percent threshold. Basing the
cooperative formation vote on licenses and not vessels would tend to benefit those owners that have
stacked multiple licenses on their vessels. Those qualified participants who elect not to join a cooperative
would participate outside the cooperative but within the sector (sector limited access fishery).

Consolidation would be limited under Alternative 3. Although numbers of persons over the cap cannot be
reported for the Atka mackerel and Al POP fisheries to protect confidential data, no companies are over
the cap for yellowfin sole, rock sole, and flathead sole. In general, the changes in the economic impacts of
a 50 percent cap versus no cap are small. In either case, the number of vessels in the fishery could be
reduced to the minimum number need to harvest the entire allocation.

The sideboard caps under Alternative 3 would be based on the total catch of the Non-AFA Trawl CP
sector relative to the total catch of all sectors. Using total catch, as compared to retained catch, tends to
reduce the size of the sideboard caps for the Non-AFA Trawl CP sector. Smaller caps will reduce the
amount of revenue that the Non-AFA Trawl CP sector can generate. However, they will provide more
fish for other sectors to harvest. Whether the other sectors will increase their participation and retention
in fisheries other than Pacific cod and select other fisheries is unknown.
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Sideboard caps will be set for both GOA groundfish and halibut fisheries. Groundfish sideboard caps will
have the greatest impact on species that close due o the TAC being harvested. These species are typically
Pacific Ocean Perch, Pelagic shelf rockfish, northern rockfish, and Pacific cod. Other species are
typically closed as a result of halibut PSC constraints. Given that this alternative would increase the Non-
AFA Trawl CP sector’s halibut PSC cap by about 36 mt, they are expected to be better off under this
alternative. Other participants in the GOA fisheries would fair better under Alternative 2.

Effects on Catcher Processor Efficiency

Production efficiency of the Non-AFA Trawl CP sector under the status quo is limited to some degree by
the race for fish under the current LLP fishery and GRS. Sector participants are compelled to race for
groundfish with other sector participants, as well as other participants in other sectors throughout the
period the fisheries are open. Generally, participants in the Non-AFA Trawl CP sector are equipped to
produce whole and head and gut frozen products. Production of these products is likely to continue, if the
status quo is maintained. Participants in the Non-AFA Trawl CP must comply with GRS, which could
limit production efficiency. With higher retention rates required for vessels greater than 125 ft, sector
participants are constrained in production efficiency.

Under Alternative 2 more than Alternative 3, the Non-AFA Trawl CP sector is likely to realize some
gains in production efficiency capturing greater rents from the allocated fisheries despite having to
comply with GRS. Under Alternative 2, most eligible participants in the Non-AFA Trawl CP sector are
likely to join a cooperative, since operations in the limited access fishery are likely to be less efficient
(and less profitable)and it will be easier to meet the cooperative formation requirements. However, there
is some potential under Alternative 3 that some eligible participants may elect not to join a cooperative.

Effects on the CDQ Program

Alternatives 2 and 3 would increase CDQ percentage allocations for both primary target and incidental
catch species. Under Alternative 2, CDQ percentage allocations for each of the primary target species
identified in Component 1 and associated secondary species taken incidental in the primary trawl target
fisheries would increase to 10 percent. Under Alternative 3, the percentage allocations for target and
incidental catch species would increase to 15 percent. The PSQ percentage allocations would increase
proportionately under each alternative, as well. Under Alternative 2, the PSQ percentage allocation
would increase to 10 percent, and under Alternative 3 it would increase to 15 percent. Currently, the
CDQ Program receives 7.5 percent of each groundfish TAC and PSC limit as CDQ and PSQ
reserves.These reserves are further allocated among six CDQ managing organizations (CDQ groups).
CDQ groups plan and conduct fishing operations for their CDQ allocations, and then receive royalties
from the harvest of their CDQ. This revenue is used to provide a means for starting and supporting
commercial fisheries business activities in CDQ communities in western Alaska.

CDQ groups have had varied, but increasing, success in harvesting their existing CDQ allocations for
primary target species. In the last several years, CDQ groups have harvested the majority of their
yellowfin sole, Atka mackerel, and Pacific Ocean perch allocations. They have not been very successful
at harvesting their rock sole and flathead sole CDQ allocations. The increased CDQ percentage
allocations for primary target species considered under both Alternative 2 and Alternative 3 could allow
CDQ groups to receive larger CDQ allocations, if the TACs for these species remained constant or
increased. If fully harvested, this could provide additional CDQ royalties to CDQ groups. Harvesting
any increased allocations of target species probably would result in increased CDQ fisheries’ catch of
incidental catch species and prohibited species. The increases to CDQ and PSQ percentage allocations
for incidental catch species proposed under Alternatives 2 and 3 are meant to allow the CDQ Program to
have adequate CDQ reserves to account for the additional catch of incidental and prohibited species. The
actual benefits that each CDQ group would receive from increased primary species allocations cannot be
estimated given currently available information. The relatively small size of these quotas, variability in
the amount of each primary species harvested in past years, and lack of specific information about CDQ
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royalty rates makes it difficult to estimate the future CDQ Program benefits associated with increasing
CDQ percentage allocations for primary target species.

Effects on Consumers

Consumers are likely to be supplied with products from the Amendment 80 fisheries that resemble those
currently produced under status quo management. Non-AFA Trawl CP participants are likely to continue
to produce high quality frozen head and gut and whole fish, most of which is sold into Asian markets.
Some of that product is reprocessed in Asia and sold in the U.S.

Production of the Non-AFA Trawl CP sector participants is likely to be similar to current production
under Alternative 2. The allocations under Alternative 3 could reduce the amount of the flatfish species
allocated to the Non-AFA Trawl CP sector. If the portion of the TACs assigned to sectors, other than the
Non-AFA trawl CP sector, is not harvested, and the amounts of those fish rolled-over to the Non-AFA
Trawl CP sector cannot be harvested due to halibut constraints, the reduced supply could negatively
impact consumers through higher prices. Market prices for these species will depend on other world
flatfish markets. If substitute products are available at similar prices, consumers impacts would be small.
The lack of information on these markets precludes quantitative estimates of the impacts on U.S.
consumers.

Some quality improvement could occur because of cooperatives, but these vessels already produce high
quality products because their catch is processed onboard soon after it is harvested. It is unlikely that this
amendment will have substantial impacts on U.S. consumers.

Effects on environmental/non-use benefits

Public non-use benefits derived from the management of healthy stocks of these species are likely to be
maintained, if the current management is perpetuated.

Under Alternatives 2 and 3, NOAA Fisheries will make annual, exclusive cooperative allocations for the
five allocated species. The proposed action will require eligible Non-AFA Trawl CP vessels under 125 ft
length overall to meet the GRS. These measures should have the effect of reducing bycatch and discards,
contributing additional non-use benefits that might arise from productive use of the resource. In addition,
if Alternative 3 reduces the harvest of the allocated species below the allowed catch, the unharvested fish
will remain in the BSAI ecosystem, which is considered a benefit to the environment.

Effects on Management, Monitoring, and Enforcement Costs

In addition to the monitoring challenges documented under other quota programs, Amendment 80
includes additional catch accounting and compliance challenges specific to this type of dedicated access
program. To address these challenges, additional requirements will be needed to manage these sector
allocations and allow single or multiple cooperatives to function. Proposed monitoring components for
all non-AFA trawl CPs while fishing in the BSAI are described below.

1. All vessels would be required to weigh all catch on NMFS-approved scales and provide an
observer work station.

2. All hauls would available to be observed by NMFS-certified observers.

3. Vessels would be prohibited from having more than a single belt, chute, or other conveyance
device for the mechanized movement of catch between the scale used to weigh total catch and the
location where the observer collects species composition samples.

4. Crew would be prohibited from entering any tank located prior to where the observer collects
unsorted catch, unless:

e The flow of fish has been stopped between the tank and the location where the observer
collects unsorted catch, and;

e All catch has been cleared from all locations between the tank and the location where the
observer collects unsorted catch, and;
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e The observer has been given notice that vessel crew must enter the tank, and;
e The observer is given the opportunity to observe activities of the person(s) in the tank.
5. Unsorted catch would be prohibited from remaining on deck outside of the codend without an
observer present.
6. A vessel operator would be required to document the flow of fish within the vessel’s factory.
7. Each vessel would be required to provide the opportunity for a pre-cruise meeting.

While all vessels would be subject to these requirements, vessels in this fleet vary widely in size,
facilities, layout, and fishing practices. Because of this wide variability, a performance based catch
monitoring system may be appropriate for some vessels in the Non-AFA Trawl CP fleet. NMFS is
exploring the use of vessel-specific monitoring plans (VMP) to provide vessels flexibility in developing a
catch monitoring system that works best for their factory layout and fishing practices. Under this
alternative monitoring approach, vessel operators or managers may propose a VMP that would meet,
exceed or partially substitute for certain regulations. As envisioned, vessels complying with an approved
VMP may not be subject to the all requirements described in this section. However, vessel operators who
propose VMPs that do not address performance standards would be subject to the regulations (as
proposed and if approved by the Secretary). Additionally, vessel operators who do not comply with an
approved VMP would be subject to enforcement action and the default regulations. This approach is
conceptual at this time, subject to change, and contains some issues that are not fully resolved.

The costs for the monitoring program include both accounting costs (that are itemized to the extent
feasible) and other opportunity costs (that are difficult to quantify). Total costs for scale, sample station,
observer requirements, and factory modifications necessary to comply with other proposed requirements
for each vessel greater than or equal to 125 ft. range between approximately $64,045 and $365,545. Total
costs for these categories for each vessel less than 125 ft. range between $182,225 and $406,725. Other
costs associated with these proposed monitoring requirements could include decreased operating
efficiencies or additional crew.

In addition to costs borne by the vessels, increases in the number of observer days and their associated
increase in the amount of data collected is expected to raise overall annual costs of the Observer Program.
This budgetary increase can be attributed to additional staffing, augmented spending for observer
sampling equipment, data entry contracts, and travel associated with inspecting sample stations,
approving VMPs and conducting pre-cruise meetings. The Observer Program estimates increased
staffing and costs associated with this action to include 3.5 full time equivalent staff positions and
approximately $450,000 annually.

NMFS believes that anticipated benefits of a Non-AFA Trawl CP cooperative as currently outlined,
including the expectation of reduced effort and capital inputs through a slower paced fishery substantially
depend on these proposed monitoring improvements. A multi-species cooperative, with internal
transactions and contracts requires reliable catch accounting to create secure agreements. Because
Amendment 80 monitoring requirements would include flow scales, observer stations, observation of
every haul, and additional requirements described above; some improvements to management catch
accounting may also occur. For example, direct measurement of weight on a flow scale is likely to be
more reliable than alternative observer measurements based on volumetrics and density.

Effects on Fishing Crew

The existing patterns of crew participation and compensation are likely to remain about the same, at least
until Amendment 79 is implemented. The affects of Amendment 79 are not known with certainty. If
Amendment 79 increases to costs for some vessels to the point they cannot cover their fixed and variable
costs in the long run they will leave the fishery. Employment in the sector would be reduced. Data were
not available for the analysts of Amendment 79 to make any projections regarding which vessels may
leave the fishery. Therefore, we recognize the fact that Amendment 79 will impose more costs on the
vessels in the sector, but we cannot project which vessels, if any, will leave the fishery.
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Alternatives 2 and 3 are likely to have some effect on the total number of crew/processing jobs that are
available in the sector. An indication of the impacts Amendment 80 cooperative program could have on
the Non-AFA Trawl CP sector can be seen from the impacts the AFA had on the pollock
catcher/processor sector. Information from the Report to Congress and the Secretary of Commerce on the
Impacts of the American Fisheries Act completed April 1, 2002, stated that the number of jobs that were
lost in the catcher/processor sector was approximately 1,500, given that nine catcher/processors were
retired as part of the Act and six of the 20 eligible catcher/processors or 30 percent were not used to fish
pollock by their owners because the remaining vessels were able to efficiently harvest the pollock. Given
that average crew size of a pollock catcher/processor was approximately 100, that means that
approximately 900 of the 1,500 jobs lost were because of the AFA retiring vessels. The remaining 600
jobs lost were due to vessels idled because of they were excess capacity.

Although the Non-AFA Trawl CP vessels and fisheries are very different from the pollock
catcher/processor vessels and fishery, the experience learned from the AFA is that some of the Non-AFA
Trawl CP vessels could potentially be idled because of the efficiency increases associated with the
Amendment 80 cooperative program. In addition, fishing can be expected to slow down as a result of
cooperatives. Crew on vessels that remain in the Amendment 80 fisheries could realize an increase in
income from increased harvests and revenues in the fishery. Catch increases are more likely under
Alternative 2 than Alternative 3. Crew on vessels that remain in the Non-AFA Trawl CP sector would
benefit from consolidation of harvests on fewer vessels under Alternative 2. Crew members paid on a
share basis would benefit from increased revenues by their vessel. Employees that are paid on a wage
basis would benefit from longer fishing seasons on the vessels and the corresponding number of hours
worked.

Effects on Communities

The fishing communities that are expected to benefit from this proposed action are the locations the
vessels offload, take on supplies, and the owners and crew live. Twenty-seven catcher processors appear
to be eligible for the Non-AFA Trawl CP sector. Of these vessels, nearly all are based in Seattle. Due to
the large size and diversity of Seattle’s economy, community-level impacts are not expected to differ
Alternatives 2 and 3. Significant benefits to other communities that are home to some of the other Non-
AFA Trawl CP fleet are not expected. Vessels located in those communities will continue to generate
revenue from these fisheries. Changes in benefits to the community could occur, but the magnitude of the
change is expected to be relatively small. Impacts on other communities with ties to catcher vessels
cannot be quantitatively, but they are expected to be relatively small based on historic participation in the
five primary BSALI fisheries and the sideboard caps proposed for other fisheries.

Effects on Net Benefits to the Nation

Under status quo, producer surplus is expected to remain at current levels until Amendment 79 is
implemented. After Amendment 79 is implemented, producer surplus will decline. The amount of the
decline is equal to the increased processing and monitoring costs of the vessel. Revenues are assumed to
remain constant. However, the potential exists that more inferior products could be produced because of
retaining fish that are of a size that are in less demand or of the wrong sex (e.g., rock sole during the roe
season). Prices paid by consumers are not expected to increase or decrease because of this action.

Alternative 2

Net benefits to the Nation would likely increase under Alternative 2 relative to Alternative 1. Contributing
to the increase in net benefits to the Nation is the increase in producer surplus from Non-AFA Trawl CP
sector participants fishing in cooperatives. Participants would be able to slow the pace of fishing and
processing, thus potentially reducing expenditures on inputs and increasing output slightly. These
participants would also be free to consolidate fishing up to the user cap. With fewer vessels, the
harvesting costs should also decline. Some additional benefits would also likely accrue from the
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additional 2.5 allocation for the Amendment 80 species to the CDQ program, which would also benefit
from a slower paced fishery.

The alternative would require increased monitoring and enforcement costs necessary for meeting the GRS
for Non-AFA Trawl CP vessels under 125 ft. LOA. These costs are associated with additional observer
coverage, costs associated with vessel modification to better allow the catch to be observed, and slowing
processing and harvesting below optimal levels to enable more accurate counts of total groundfish and
PSC catches. Some additional benefits to the Nation could arise through reduction in discards, since
sector vessels under 125 ft. LOA will have to meet the GRS.

Consumer surplus is not expected to change. The Non-AFA Trawl CP sector will continue to produce
mostly frozen round and headed and gutted products primarily. Any improvements in consumer benefits
arising from improved quality are likely to be realized by Asian consumers, as most of the production
from this sector is sold into that market.

Alternative 3

Net benefits to the Nation would likely be smaller under Alternative 3 relative to Alternative 2. It is
difficult to compare the changes in Net benefits between Alternatives 1 and 3. The amount of fish the
Non-AFA Trawl CP sector can legally harvest under Alternative 3 relative to the status quo, is reduced.
However, the benefits of cooperatives are expected to increase the overall efficiency of the fleet. The
benefit of a cooperative under this alternative will depend on whether a sufficient number of members of
the sector are able to reach agreement and whether persons not in the initial cooperative are able to come
to terms with the cooperative. If no cooperative forms, sector efficiency would be similar to that of status
quo.

An additional unknown under this alternative is how much of the allocation to the general limited access
fishery will be harvested by other sectors, and how efficient will they be when harvesting and processing
that catch. The allocation to the general limited access fishery under this alternative exceeds the combined
AFA Trawl CP and CV sideboards. Without substantial increases in effort by the Non-AFA Trawl
Catcher Vessels, large portions of the allocation to the general limited access fishery would go
unharvested. If the other sectors do not harvest their portion of the TAC and large amount of quota are
rolled over late in the year, it may be of less value to the Non-AFA Trawl CP fleet than if it was available
earlier.

Under this alternative, the CDQ Program would be allocated 15 percent of the annual TAC for each of the
allocated species. The CDQ program would also receive 15 percent of the TAC for the incidental catch
species (with the exception of Pacific cod) taken in the Amendment 80 allocated species. The additional
7.5 percent increase in non-pollock groundfish (except Pacific cod) would likely slow the pace of fishing
and processing for participants in the CDQ program, thus potentially reducing expenditures on inputs and
increase output slightly. However, the benefits will be reduced if the CDQ program fails to harvest their
entire allocation.

Like Alternative 2, this alternative could increase the net benefits to the Nation from the reduction in
discards. However, producer surplus will be reduced, from what it could have been due to an increase in
vessel monitoring costs.

This alternative is not expected to change consumer surplus. The Non-AFA Trawl CP sector will continue
to produce frozen round and headed and gutted products primarily. Improvements in product quality that
will increase the amount U.S. consumers are willing to pay versus the market price for products produced
from these fish are expected to be small.

Environmental Assessment

The Environmental Assessment discusses the environment that would be affected by the alternatives, and
then describes the impacts of the alternatives. The following components of the environment are
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discussed: the primary target species to be allocated under the alternatives, prohibited species, other fish
species, benthic habitat and essential fish habitat, marine mammals and seabirds, economic and
socioeconomic components, and the ecosystem as a whole.

The current fishery management program, represented by Alternative 1, was analyzed in detail in the
Alaska Groundfish Fisheries Programmatic Supplemental Environmental Impact Statement (NMFS
2004b), the Environmental Impact Statement for Essential Fish Habitat Identification and Conservation
in Alaska (NMFS 2005), and updated in the annual Environmental Assessment of Harvest Specifications
for the Years 2005-2006 (NMFS 2004a). These analyses concluded that the groundfish fisheries, in the
status quo, are not effecting a significantly adverse impact on the environment.

In most instances, the effects of Alternatives 2 and 3 have been considered together, as there is little
difference between these alternatives in terms of their impact on the physical and biological environment.
Under both alternatives, a sector allocation is made that will allow the formation of cooperatives. This
will likely change fishing patterns, and may distribute fishing for the primary target species over a longer
season or more diverse area. Harvest levels for the primary target species will, remain unaffected, as well
the existing management measures that distribute the harvest in space and time. As a result, the impact of
the alternatives on these species is not assessed to be significant.

Incidental catch patterns may change as a result of Alternatives 2 and 3, as the fisheries endeavor to meet
the groundfish retention standard and reduce discards. In addition, an option under the alternatives would
require the fisheries to reduce their historic proportion of prohibited species catch. The increased
flexibility afforded to the Non-AFA Trawl CP sector under these alternatives should allow the sector to
reduce discards. However, prohibited species catch limits and harvest quotas for other incidental catch
species will continue to be set at biologically sustainable levels under these alternatives, and regardless of
the ability of the sector to reduce its incidental catch, the impact to the sustainability of these incidental
species is not assessed to be significant.

As the amount of overall fishing effort under the alternatives is likely to remain the same or decrease, the
alternatives are unlikely to result in a change that would significantly impact seabirds or marine mammals
that interact with the groundfish fisheries. Similarly, minimal and temporary impacts to benthic habitat
and essential fish habitat are unlikely to be aggravated by these alternatives.

The economic and socioeconomic impacts of the alternatives are summarized in the RIR above.

An evaluation of the effects of the groundfish fisheries on the ecosystem is undertaken annually in the
Stock Assessment and Fishery Evaluation report. Based on the discussions above regarding population-
level impacts of Alternatives 2 and 3, and the lack of other impacts to ecosystem attributes, the
alternatives are not assessed to have a significant impact on the ecosystem.

The cumulative effects of the proposed alternatives are also evaluated in the Environmental Assessment.
The analysis of past actions affecting the Non-AFA Trawl CP sector showed that, since the mid-1980s,
adjustments in the regulatory regime have changed the economic conditions of the groundfish fisheries in
which these vessels participate. An increasingly restrictive regulatory environment and escalating
compliance costs resulted in economical stress for some Non-AFA Trawl CP owners. The increased
restrictions were also a primary reason that flatfish became the primary target species for the Non-AFA
Trawl CP sector. Because these species are bottom-dwellers, flatfish fisheries are prone to high incidental
catches of prohibited species such as halibut and crab. In addition, flatfish fisheries have limited
markets—particularly with regard to size and product quality. These characteristics of the flatfish
fisheries, in combination with a “race for fish” regime and other factors, led to a relatively high level of
economic and regulatory discards in the Non-AFA Trawl CP sector.

In recent years, the Non-AFA Trawl CP fleet has faced increasing pressure to reduce its discard rate. In
2003, the Council established a minimum groundfish retention standard for Non-AFA Trawl CPs greater
than 125 ft length overall. The GRS will result in a substantial reduction in the bycatch of the affected
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vessels. However, a GRS may also result in substantial costs and lost revenues for these vessels because
of holding/processing, transporting and transferring fish that are of relatively low value or
“unmarketable.” In addition, the GRS measure imposes significant costs on the vessels with increased
observer and scale costs.

With the possible exception of the BSAI Pacific cod allocation and rationalization programs, the
reasonably foreseeable future actions cited above may have negative effects (to some degree) on the
economic performance of Non-AFA Trawl CP sector. The cumulative effects of all actions—past,
present, and future—are toward an increasingly restrictive regulatory environment resulting in lower
harvests and gross revenues and/or higher operating costs. While some foreseeable future actions may
offset these negative effects to some extent, the overall trend points to increasing economic stress for the
Non-AFA Trawl CP sector.

The conclusions reached in the direct and indirect effects analysis of the cooperative alternatives indicate
that the compliance costs incurred under a GRS may be mitigated by the benefits of participating in a
cooperative. The costs of the GRS associated with retaining unwanted fish may be reduced or avoided
altogether under a cooperative structure, as vessels can be more selective in what they catch without
losing any competitive advantage. In addition, a cooperative structure may allow the sector to manage its
PSC allocation in a manner that prevents PSC limits from being exceeded and thereby avoids the lower
harvests and revenues associated with fishery closures when PSC limits are reached.

Initial Regulatory Flexibility Analysis

The directly regulated entities in this action include all of the groundfish harvesters in the BSAI and GOA
and the processors that take delivery of their catch, plus the CDQ groups and communities. A total of 996
vessels were classified as small entities in 2003 based on the $3.5 million revenue threshold. Seventy-one
vessels were classified as large entities that year. All 27 vessels in the Non-AFA Trawl CP sector are
considered small entities. The owners of some catcher processors have requested that the small entity
definition be updated to use the processor definition. Changing the criteria would reclassify most of the
sector as small entities. NMFS is currently reviewing that definition, but until the review is complete, the
current definition will continue to be used.

A total of 36 processors in the BSAI and GOA have less than 500 employees. These processors, on
average, generated about $0.9 million in revenue from groundfish and had total revenues from all seafood
processing of about $5.2 million. The processors with over 500 employees averaged $43.5 million in
groundfish revenues and $79.1 from all fish products (NMFS, 2002). The small processors will be
protected by imposing sideboard limits. The protections should have a limited impact though, because
many of the species are primarily processed at-sea.

All six CDQ groups and the 65 communities associate with those groups are considered small entities.
The alternatives considered in this amendment would either maintain their current allocation or increase
the amount of specific species they are allocated. The royalty increases are expected to be small relative
to total annual revenues by these groups. These groups are dominated by pollock, crab, halibut, and
Pacific cod, but the royalty increases would likely help further the mission of improving the lives of
residents of rural Western Alaska.
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