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Executive Summary

The American Fisheries Act (AFA or the Act) was signed into law in October of 1998. The purpose
of the AFA was to tighten U.S. ownership standards that had been exploited under the Anti-
reflagging Act, and to provide the BSAI pollock fleet the opportunity to conduct their fishery in a
more rational manner while protecting non-AFA participants in the other fisheries.

Congress anticipated that passage of the Act would result in substantial changes to the businesses
and communities that rely on fishing, as well as the natural resources that support those fisheries.
To provide a better understanding of the impacts resulting from the Act, Congress requested that the
Council develop a report focused on specific changes brought about by the AFA. The congressional
request was embedded within the language of the AFA. Section 213(d) of the AFA states that:

“...the North Pacific Council shall submit a report to the Secretary and to Congress
on the implementation and effects of this Act, including the effects on fishery
conservation and management, on bycatch levels, on fishing communities, on
business and employment practices of participants in any fishery cooperatives, on
the western Alaska community development quota program, on any fisheries outside
of the authority of the North Pacific Council, and such other matters as the North
Pacific Council deems appropriate.”

Preliminary information suggests that the AFA has been largely successful in achieving its goals.
Members of the BSAI pollock fishing community have stated that the AFA has allowed them to
improve their fishing practices and operate their businesses in a more rational manner. Reduced
bycatch, higher utilization rates, increased economic returns, and improved safety are among the
direct benefits of AFA. They have also stated that the AFA has helped to mitigate the negative
impacts of Steller sea lion (SSL) management measures as well as comply with the protection
measures that were implemented. The flexibility provided by cooperatives, and by individual vessel
allocations of pollock and other species has allowed the AFA fleet the ability to spread their effort
in time and space to accommodate SSL conservation measures. They have also indicated that
members of the pollock industry have never worked more closely together to make to fishery operate
in an efficient manner. Finally the cooperative management structure has shifted more of the
monitoring and enforcement burden to the cooperatives and their members, which has allowed the
fishery to be managed more precisely.

Negative impacts of the AFA have also been reported. People that did not qualify to participate in
the BSAI pollock industry have testified that they have been negatively impacted through the loss
ofaccess to the pollock fishery after having recent history in the fishery and having made substantial
investments to retrofit their vessels to fish pollock. These vessel owners feel that the catch history
of their vessels are now being fished by the remaining AFA catcher/processors and they received no
compensation as did the nine vessels removed from the fishery. The owners of these vessels feel that
the criterion used to determine qualification in section 208(e)(21) is not representative of the H&G
catcher/processor’s history in the fishery. When considering this problem at its February 2002
meeting, the Council concluded the following:

“[the Council] does not have the authority to restore access to the directed pollock
fishery for non-AFA pollock catcher/processors with recent pollock history.
However, the Council may consider other ways to allow maximum utilization of the
non-AFA catcher/processors pollock history.”
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An industry proposal regarding this issue is expected to be submitted for Council consideration later
this year. Additional discussion of this issue is contained on page vi of this summary and in Sections
1.2 and 2.1.2.2 of the full report.

Spillover and safety impacts from pollock vessels fishing cod earlier in the year have been reported
by at least three BSAI cod fishermen. Finally, some members of the fishing industry are concerned
that the AFA has increased the rate at which other fisheries are moving towards “rationalization”.
Those people feel that other fisheries might not benefit as much from AFA style rationalization as
the pollock fishery. They also feel that the lack of flexibility associated with locking people into
specific fisheries will be detrimental to the fleet as the biomass of individual fish stocks increase and
decrease over time.

It is not possible to determine the overall effectiveness of increasing the U.S. ownership
requirements to 75 percent. Changing the U.S. ownership requirements has allowed two CDQ
groups to buy into the American Seafoods Company. This is a positive result if more profits flow
into the hands of U.S. citizens. On the other hand, 12 companies are appealing complying with the
U.S. ownership requirements on the basis of treaties their country has with the U.S. The Maritime
Administration was asked to consider the appeals of 23 vessels (one additional vessel is less than
100 feet and falls under the U.S. Coast Guards jurisdiction). The five vessels that have been ruled
on to date have won the right to continue fishing without 75 percent U.S. ownership. If the
ownership of those vessels changes in the future they will need to be sold to companies that meet
the U.S. ownership requirements. Therefore, until all of those cases are settled, it is not possible to
determine the overall effectiveness of that section of the AFA. However, given the limited number
of vessel owners that have applied for exemptions relative to the total number of fishing vessels in
the U.S., the program will likely be considered a success in the coming years.

Congress had requested that the report be completed by October 1, 2000. However, because the
inshore and mothership sectors did not begin operating under the cooperative system until January
of 2000, the report was delayed so that information on the first full year of fishing could be
presented.

Brief History of Major Council Actions Since the passage of the AFA in October 1998, NMFS
and the Council have undertaken an extensive public process to develop the management program
proposed by the AFA (Amendments 61/61/13/8). Amendments 61/61/13/8 were developed and
revised during the course of eleven Council meetings over a two year period and have been the
subject of numerous additional public meetings held by the Council and NMFS to address specific
aspects of the AFA. While the permanent management program proposed under Amendments
61/61/13/8 was under analysis and development by the Council and NMFS, the statutory deadlines
in the AFA were met on an interim basis through several emergency interim rules.

At its December, 1998, meeting in Anchorage, the Council approved two emergency rules to
implement required provisions of the AFA for the 1999 fishing year. The first emergency interim
rule required two observers on all AFA-listed catcher/processors and established procedures for
making inseason sideboard closures (64 FR 3435, January 22, 1999; extended at 64 FR 33425, June
23, 1999). The second emergency interim rule made several technical changes to the CDQ program
regulations to accommodate the new requirements of the AFA (64 FR 3887, January 26, 1999;
extended at 64 FR 34743, June 29, 1999).

At its June, 1999, meeting in Kodiak the Council reviewed Amendments 61/61/13/8 and after
extensive public testimony, approved a suite of AFA-related recommendations including restrictions
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on the formation and operation of cooperatives, harvesting sideboards for catcher/processors and
catcher vessels, and catch weighing and monitoring requirements. However, the Council was unable
to reach a decision on two AFA-related issues; groundfish processing sideboards and excessive
processing share caps. To address these issues, the Council established an industry committee to
further examine alternatives and work with state and Federal managers to resolve implementation
issues with the intent that the Council would review the committee's recommendations in October
1999.

At its December, 1999, meeting in Anchorage, the Council approved two emergency interim rules
to implement required provisions of the AFA for the 2000 fishing year. These measures were
necessary to meet certain statutory deadlines in the AFA while the comprehensive suite of permanent
management measures under Amendments 61/61/13/8 continued to undergo development, revision,
and analysis by the Council and NMFS. The first emergency interim rule set out permit
requirements for AFA vessels, processors, and cooperatives (65 FR 380, January 5, 2000; extended
at 65 FR 39107, June 23, 2000). The second emergency interim emergency rule established sector
allocations, cooperative regulations, sideboards, and catch monitoring requirements for the AFA
fleets (65 FR 4520, January 28, 2000; extended at 65 FR 39107, June 23, 2000).

At its June, 2000, meeting in Portland, the Council reviewed its analysis of proposed structural
changes to the inshore cooperative program and recommended two changes related to retirement of
vessels and allocation formulas that would supersede the measures set out in the AFA.

At its October 2000 meeting in Sitka, Alaska, the Council considered the issues of BSAI pollock
excessive processing share limits and groundfish processing sideboard limits. The Council adopted
a 30 percent excessive processing share limit for BSAI pollock that would be applied using the same
10 percent entity rules set out in the AFA to define AFA entities for the purpose of the 17.5 percent
excessive harvesting share limit contained in the AFA.

The Council approved an FMP amendment at its June 2001 meeting that would allow catcher vessels
that are members of inshore cooperatives to lease their allocation to other members of the inshore
cooperatives that are not a part of their cooperative. Both the catcher vessel’s cooperative and the
processor associated with that cooperative would need to give their permission before the lease could
take place. The Council also received a report from industry on efforts to reduce salmon bycatch.
There proposal includes industry imposed penalties for individuals that exceed bycatch standards.

As might be conjectured from the meeting summaries above, implementing the AFA has consumed
much of the Council’s meeting time over the past two years. In total, developing documents and
disseminating information has also consumed over 30 percent of the Council’s staff time from
November 1998 through October 2000. NMFS has also allocated substantial amounts of staff time
to implementing the provisions outlined in the Act and related amendments approved by the Council
and SOC. Even with all of the effort that has been expended ensuring that the AFA is successful,
many of the impacts of the program are only now being realized. The catcher/processor sector of
the pollock fishery has been operating under a cooperative system since the beginning of 1999. The
mothership and inshore sectors have only been operating under a cooperative system since January
2000. Therefore, for two of the three industry sectors we have just slightly more than one year of
experience on which to draw conclusions regarding impacts of the AFA.

Conservation Issues One of the goals of the AFA was to change the structure of the BSAI pollock
fisheries to allow for improved fishing practices, which would lead to greater conservation of the
North Pacific’s fishery resources. Less than optimal fishing practices often result from too much
fishing effort on the grounds, resulting in a faster fishing pace. Fishing faster often increases

Executive Summary 1ii AFA Report to Congress



bycatch or reduces utilization rates of the fish that are processed. Slowing down the rate pollock is
harvested and processed was one of the results of the AFA, especially during the non-roe seasons.
Initial information indicates slower fishing has resulted in better fishing practices, including lower
bycatch and higher utilization rates. However, other changes have occurred in the pollock fishery
during this same time period, primarily as a result of Stellar sea lion regulations, making it difficult
to separate AFA impacts (in terms of bycatch and other measures of conservation of the resource)
from those caused by other management measures which were implemented at the same time.
Nevertheless, it is clear that the nature of fishing under cooperatives created by the AFA has allowed
the pollock fisheries to spread their catch spatially and temporally, consistent with Steller Sea Lion
protection measures.

Fishing Practices The AFA has created opportunities for the fleet to spread the BSAI pollock
harvest out over both time and space without being concerned over lose of harvest share. Greater
flexibility in their fishing operations by eliminating the need to race to harvest BSAI pollock and the
associated rush to process the raw fish. However, without additional regulations to those included
in the AFA, the fleet would not have incentives to fish further from their processor or spread out the
times of year when pollock are harvested beyond those that are economically efficient. From a
processor’s view point it would make little sense to slow the harvest of pollock to levels where their
plants could not operate in an efficient and profitable manner; from a vessel’s view point it would
not make sense to harvest only partial loads or increase the time between deliveries for vessels.
Variable operating costs increase as the season is lengthened. For example, it may cost vessel
owners an additional month of insurance premiums and increase food costs to keep the crew on
board for longer times. Increased waiting times would like make the crew unhappy because they
would realize they could be making the same amount of money in less time. What does make sense
is for vessel and processor owners to use less equipment more efficiently to harvest and process their
BSAI pollock allocation. The AFA has provided the tools and incentives to remove the least
efficient equipment from the fishery, which tends to reduce costs as well as overall harvesting and
processing capacity.

Leasing BSAI pollock harvest rights enables less efficient operations to contract with more efficient
ones to harvest their pollock allotment. The overall amount of quota leasing is expected to increase
in the future from the levels reported in 2000, especially in the inshore sector'. Allowing inshore
vessels to lease quota to vessels that are members of other inshore cooperatives and basing
cooperative qualification on the last year fished, as opposed to the previous fishing year, should
provide greater flexibility to members of that sector to retire vessels and result in more leasing.

Overall, the AFA has provided the tools and incentives for the BSAI pollock fleet to improve their
fishing practices by ending the race for pollock. This has lead to improvements in fishing practices.
However, the AFA creates few incentives for fishermen to modify their behavior when it results in
lower profits being derived from harvesting a set quota.

Safety The AFA pollock fleet has indicated that the fishery is much safer now that it is operating
under a cooperative system. Vessel owners and skippers no longer feel compelled to fish during bad
weather. They know that under the AFA cooperative style of management their allotment of pollock
will be waiting for them when the weather improves. Though no actual data exists regarding
improvements in safety, members of the pollock industry have noted it during public testimony on

'Recall that the seven catcher vessels in the catcher/processor sector leased all their allotment in 2000, and six
catcher/processors elected not to participate. In the mothership sector some consolidation may occur, but it is not expected
to be as great as in the inshore sector.
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numerous occasions. The CDQ communities have also noted that the safer working conditions made
it is easier to recruit Western Alaska residents to work onboard the at-sea vessels. This has helped
to provide acceptable jobs for the residents of communities with limited employment opportunities.

Cooperation Within the Fleet Participants in the BSAI pollock fishery stated that they have never
worked more closely together, and with NMFS, as they are currently doing under the cooperative
management system. Cooperatives and inter-cooperative agreements require that members of
industry work together to solve problems as they arise. They also must police each other to ensure
that the bylaws in the cooperative and inter-cooperative agreements are adhered to by all parties.
These mechanisms developed by industry to manage their fishery have worked very well. According
to persons intimately involved with the program they have worked better and been more effective
than was anticipated.

Utilization of the Pollock Harvested Higher utilization rates have resulted from fishermen and
processors being guaranteed a specific percentage of the BSAI pollock fishery. Since the
approximate amount of pollock going into each processing plant is known at the beginning of the
year, the only way to increase production is to better utilize the fish being delivered. Utilization
rates have increased because the factories can operate slower, taking more care to extract useable
products from the fish. Members of the AFA are keenly aware of the importance of utilization rates
in terms of their own bottom line. Processors that are able to generate more product from a given
amount of pollock will very likely? increase their revenues. This translates to increased profits for
the firm, if they are able to produce that product for less than the cost of its production.

Processors from each of the three AFA sectors have been pleased to report the increases in pollock
utilization rates that have occurred under the AFA. Comparing 1998 to 2000 production, the
catcher/processor’s pollock utilization rates increased about 35 percent, the inshore sector increased
their utilization rate about 2.3 percent (and they still have the highest utilization rate of any of the
processing sectors), and the mothership sector increased their utilization of the pollock resource
about 29 percent. Each of the processing sectors had indicated that they felt they could increase
utilization rates under a rational fishing system, such as the AFA, and the early results tend to
confirm their predictions.

Management Issues Implementation of the AFA has been a major project for the Council and
NMES over the past 3 years. The Council has made recommendations to the U.S. Secretary of
Commerce (SOC) on several issues that were left to their discretion. Those recommendations should
be finalized in regulation for the 2002 fishing season, though many of them were implemented
through the emergency rules being used to manage the fishery.

The cooperative management structure has shifted more of the monitoring and enforcement burden
to the cooperatives and their members, which has allowed the fishery to be managed more precisely.
Prior to the AFA, NMFS would close the fishery when they thought the fleets would reach their
portion of the TAC. Relatively small overages and underages were common. Cooperatives have
placed more of the enforcement burden on the fishermen themselves. Monitoring their own catch,
vessels are able to individually (and in aggregate) come very close to harvesting exactly the amount
of pollock they were allocated.

Revenues would not increase if the greater supply of products on the market caused the price to drop to a level
where the increased production did not offset the decrease in price.
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U.S. Ownership Standards Increasing the percentage of U.S. ownership in vessels operating in
the territorial waters of the U.S. was a primary goal of the AFA. Implementation of the U.S.
ownership standards prescribed in the AFA is the responsibility of the Maritime Administration
(MarAd) within the U.S. Department of Transportation. MarAd was directed to amend section
12102(c) of Title 46 to require 75 percent U.S. ownership of vessels participating in fishery
operations in U.S. waters. Final regulations implementing this portion of the AFA were published
in the Federal Register on July 19, 2000, for vessels greater than 100 feet in registered length.
Vessels that are less than or equal to 100 feet in length must register with the U.S. Coast Guard to
prove they meet the 75 percent U.S. ownership requirement. The new ownership standard outlined
in the AFA will go into effect on October 1, 2001. Vessels that do not meet that standard have
reorganized their ownership, are in the process of reorganizing their ownership, or are applying for
an exemption because of a conflict with some other existing law, treaty, or regulation. A total of 24
vessels have applied for exemptions to the 75 percent U.S. ownership requirements. Twenty-three
of the vessels fall under MarAd’s jurisdiction (vessels longer than 100 feet) and one falls under the
U.S. Coast Guard (vessels less than or equal to 100 feet). Five of the vessels have been ruled on by
MarAd to date and all have been granted exemptions to the U.S. ownership requirements until the
vessel changes ownership.

An example of a company that restructured their ownership is American Seafoods. American
Seafoods Company was the owner of several catcher/processor vessels prior to passage of the AFA.
American Seafoods was principally owned by Aker RGI of Norway. Those vessels are now
primarily owned by Centre Partners Management LLC. During the restructuring of American
Seafoods, two CDQ groups were able to purchase part of the company. Their ownership interest
in American Seafoods now represents the largest Alaskan ownership interest in the At-sea sector of
the pollock industry.

It is estimated that the 75% U.S. ownership requirement resulted in six AFA catcher vessels altering
their ownership structure between the beginning of 1999 and October of 2001. An estimated 35
additional AFA catcher vessel ownership transactions occurred during the same time period, 27 of
which were thought to have been precipitated by implementation of the AFA.

Non-AFA Catcher Processors Owners of at least two non-AFA catcher/processors with limited
history in the in the 1996-98 directed BSAI pollock fishery have stated that they have suffered
financial losses as a result of the qualification criteria defined in Section 208(e)(21) of the Act.
They feel that qualification requirement of 2,000 mt of pollock in the 1997 directed pollock fishery
did not reflect a typical H&G catcher/processor’s history. They also felt that when Congress
removed the AFA sunset provision, in October 2001, they precluded the NPFMC from remedying
their situation in the future, since Section 213(c) of the AFA prohibits the NPFMC from
recommending to the Secretary of Commerce that changes be made to Section 208. Therefore, non-
AFA catcher/processors with some recent history in the directed BSAI pollock fishery cannot be
allowed to participate in that fishery without Congress modifying they AFA.

Other efforts are under way that may improve the non-AFA catcher/processors situation. An
industry proposal which would help these vessel owners maximize their utilization of pollock
bycatch is one such effort. However, that proposal seems to be viewed by the non-AFA
catcher/processor owners as an insufficient solution to their problem, since it still precludes them
from participating in the directed fishery.

AFA Participants Limiting participation in the BSAl pollock harvesting and processing sectors was
also included as part of the AFA. Currently there are eight inshore processing plants eligible to
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participate in the BSAI pollock fishery (only seven are currently associated with a cooperative), 21
catcher/processors, three motherships, and 112 catcher vessels. Each of these vessels and
cooperatives (processors) are reported by their name and the sector they belong to in Appendix I.

AFA Vessels That Did Not Fish BSAI Pollock in 2000

Ineligible Catcher/processors Nine catcher/processors listed by name in the Act were permanently
removed from all fisheries conducted in U.S. waters through the AFA buyout provision. Eight of
those vessels have been scrapped in a San Francisco shipyard. The ninth vessel no longer fishes.

Catcher/Processors Electing Not to Participate A total of 20 catcher/processors are listed by name
in the AFA as being eligible to participate in harvesting and processing BSAI pollock. One
additional Head and Gut (H&G) catcher/processor meet the requirements in the AFA that allows
them to harvest and process up to 2,000 mt of BSAI pollock annually.

Six of the 20 catcher/processors listed in the AFA did not participate in the 2000 BSAI pollock
fishery. One of those vessels is not eligible to reenter the fishery because its owner has sold the
fishing rights assigned to the vessel and has given up the vessel’s documentation rights. The other
five vessels were idled by their owners because their remaining vessels were able to efficiently
harvest the pollock. These vessels might be considered excess capacity at the TAC levels set for the
2000 fishery. Should the TAC increase, or some other structural changes occur in the fishery, some
or all of these five vessels may reenter the fishery to ensure the quota is harvested.

Catcher Vessels in the Catcher/Processor Sector. Seven catcher vessels were assigned harvest rights
to 8.5 percent of the catcher/processor sector’s BSAI pollock allocation. In 2000, the seven catcher
vessels leased all of their harvest rights back to the catcher/processors and did not fish for BSAI
pollock. Two of those vessels were owned by the same entities that own catcher/processors. The
other five vessels have no known ownership links with the catcher/processors. All seven catcher
vessel owners presumably leased/transferred their pollock rights because it was more profitable to
do so than harvesting the pollock themselves.

Mothership Sector. Two of the 20 catcher vessels in the mothership sector leased all of their BSAI
pollock harvest rights in 2000. The two vessels were the Margaret Lyn and the Pacific Alliance.

The Margaret Lyn participated in the open access portion of the inshore BSAI pollock fishery, and
has joined the Akutan Cooperative in 2001. The Pacific Alliance has been replaced for the 2001
fishery, under the AFA standards, by the Morning Star (USCG number 618797).

Inshore Sector. Four inshore catcher vessels leased all of their BSAI harvest rights in 2000. Those
vessels were the Pacific Monarch (Unisea), Hickory Wind (Westward), Messiah (Unalaska), and
Miss Amy (Unalaska). Several other vessels leased most of their harvest rights, but elected to make
at least one pollock landing to ensure they remained eligible for their cooperative. Now that the
inshore cooperative structure has been modified so that vessels are not required to harvest pollock
each year to remain eligible for their cooperative, it is likely that more vessels will elect to lease all
of their inshore sector harvest rights in the future.

Repayment of Federal Loan by the Inshore Sector Repaying the federal loan resulting from the
AFA should not have been a substantial economic burden for the inshore catcher vessels (and likely
processors) during 2000. Preliminary information from the 2000 Commercial Operators Annual
Reports (COAR) collected by the State of Alaska indicate that the pollock prices paid to catcher
vessels in the inshore sector were approximately 11.5 cents per pound on average over the entire
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year. That is price is about 2 to 3 cents per pound higher than catcher vessels have been paid in the
recent past’. Therefore, the higher prices received during 2000 and the increased allocation should
more than off-set the 0.6 cent per pound fee charged against each pound of BSAI pollock harvested
to repay the loan. Lower ex-vessel prices, should they exist in the future, will create more of an
economic hardship for the inshore sector as catcher vessels and processors repay the loan.

The higher price in 2000 was reportedly a result of a strong roe market during the spring fishery.
According to public testimony provided at the June 2000 Council meeting, pollock ex-vessel prices
were reported to range between 15 and 20 cents per pound during the roe season. Whether that
market will be as strong next year is unknown. Preliminary reports, based on discussions with
members of the fishing industry, have suggested that ex-vessel prices during the non-roe season
(summer and fall seasons) were 7.8 to 8.5 cents per pound.

Catcher/Processor Sideboard Restrictions The Council has developed protective measures for
non-AFA fish harvesters. Some of the restrictions for catcher/processors were specified in the Act,
while others were left to the Council to develop. The 20 catcher/processors listed in the Act are
restricted from harvesting any GOA groundfish. These vessels have had limited participation in the
GOA since the implementation of the Inshore/Offshore program in 1992 eliminated their directed
fisheries for pollock and Pacific cod. These vessels had relatively small annual catches (between
2,000 and 3,500 mt) in the GOA during the 1995-97 time period. Forgoing their rights to the GOA
fisheries should not impose a substantial economic burden to the members of that fleet. It will also
ensure that the catch previously taken by these vessels will be available to the non-AFA fleet.
Because the catcher/processors were willing to forgo the opportunity to fish the GOA, we may
assume that they were able to increase revenues sufficiently from fishing in the BSAl under the AFA
cooperative structure to make up for the revenues which are lost by not fishing in the GOA.

AFA catcher/processors are allowed to harvest no more than their traditional catch levels in the
BSAI groundfish fisheries. Defining traditional catch and management of that harvest was left up
to the Council and NMFS to determine. The Council originally defined traditional catch as the total
catch in the non-pollock target fisheries of the 29 active and ineligible catcher/processors listed in
the Act from 1995-97 divided by the total catch of all vessels fishing from that portion of the TAC.
This definition was used for the 1999 though 2001 fishing seasons.

The Council amended their traditional harvest definition in 1999 to be the retained catch in 1995-97
from all fisheries by the 29 active and ineligible catcher/processors listed in the Act relative to the
total catch. This definition is expected to be implemented in 2002, the year the final rule is
implemented. Preliminary data from Amendment 61 to the BSAI indicated that the yellowfin sole
cap would be reduced about 20 percent, Pacific cod less than 20 percent, rock sole about 65 percent,
and other flatfish about 70 percent, using the revised definition of historic participation.

BSAI harvesting caps were sufficient to open directed fisheries for the Pacific cod, Atka mackerel,
yellowfin sole, rock sole, and the other flatfish species fishery in 2000. All other BSAI species
remained closed to directed fishing by the AFA catcher/processor fleet throughout 2000. A
summary of the catcher/processor sector’s fishing activities, in 2000, is included in their annual
cooperative report. A copy of that report is attached to this document as Appendix II.

SNMFS. 1999. Economic status of the Groundfish Fisheries off Alaska, 1998. Hiatt, T. and Terry, J. Reports
ex-vessel BSAI polllock prices from 1993-97 to range from 6.6 cents to 9.8 cents per pound. A 1998 inshore price of 8.5
cents per pound was used in BSAIFMP Amendment 51. The preliminary 1999 ex-vessel price was reported to be less than
10 cents per pound based on personal communication with members of industry.
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In 2000, the catcher/processors harvested only about 33 percent of their 11,034 mt BSAI Pacific cod
cap. The fleet did not catch the entire sideboard amount in part because the nine vessels that were
retired from the fleet were the primary cod vessels. It should be noted that the catcher/processor
sector has indicated that they intend to catch more of the Pacific cod cap once they refine their
cooperative fishing practices.

About 35 percent of both the yellowfin sole and rock sole sideboard caps were harvested by the AFA
catcher/processors in 2000. The NMFS Blend data report that only 460 mt of rock sole was taken
in a directed rock sole fishery during the first four months of the year. The remainder of the rock
sole harvest came as bycatch in other fisheries. The yellowfin sole was primarily harvested during
the month of April. In April the catcher/processors harvested about 7,650 mt of yellowfin sole. That
equates to over 90 percent of the yellowfin sole harvested by AFA catcher/processors for the year.

No AFA catcher/processor sideboard caps were exceeded in 2000 for species where there was a
directed fishery. They did however exceed four sideboard limits for species that could only be taken
as bycatch. Those species are squid, other red rockfish in the Bering Sea, other rockfish in the
Bering Sea, and Pacific Ocean Perch in the Bering Sea. The sideboard levels were exceeded for
these species because the overall catch limit was based on the catcher/processor’s historic catch in
target fisheries other than pollock. These species are traditionally taken in higher quantities in the
pollock fishery compared to the harvest of those species in all other BSAI target fisheries. Therefore,
excluding the catcher/processor’s bycatch of these species while targeting pollock did not generate
a sideboard cap sufficient to cover their current bycatch needs in the pollock fishery. Had the
catcher/processor’s sideboards been based on total catch in all fisheries, they would have likely
stayed within all of their sideboard caps.

The sideboard caps seem to be working well in terms of constraining the overall harvest of the AFA
catcher/processors. However, the H&G* factory trawl sector has expressed concern over the impacts
the AFA catcher/processors might have on their sector in terms of when the AFA sector harvests
flatfish and the impacts they may have on their markets. Members of H&G industry remain
concerned that additional effort in the flatfish fisheries, yellowfin sole for example, will increase
production of those species to a point where the market will be saturated and the price will drop to
a level that will not sustain their fleet. Members of the H&G fleet have proposed other protective
measures for their fleet. The Council is now beginning to analyze those alternatives.

Catcher Vessels Sideboard Restrictions NMFS uses the same management approach for catcher
vessel sideboard caps as catcher/processors. NMFS will close directed fisheries to AFA-listed
catcher vessels when sideboard amounts are inadequate to support a directed fishery. The closures
will be timed so that adequate amounts of the species are available for bycatch needs in other
directed fisheries.

In 2000, NMFS allowed directed fishing by non-exempt AFA catcher vessels in the BSAI for only
Pacific cod, yellowfin sole, flathead sole, rock sole, and other flatfish. In the GOA fisheries were
only open for pollock in certain areas. NMFS sets a single catcher vessel sideboard cap for each
sideboard species. That amount is then made available to all AFA catcher vessels in all sectors on
a seasonal basis at the beginning of the year. After NMFS sets the cap, the cooperatives then divide
the allocation among themselves and finally each cooperative determines how their portion of the

*The Head and Gut (H&G) sector is comprised of catcher/processors that are generally considerably smaller than
pollock catcher/processors and generally produce H&G and round products. There are approximately 28 vessels in that
sector primarily harvesting flatfish, Atka mackerel, and Pacific cod.
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cap is divided among member vessels. Because three separate catcher vessel sectors share the same
sideboard cap, an inter-cooperative agreement was implemented to divide the cap among
cooperatives and set penalties for exceeding the cap. The inter-cooperative agreement has reportedly
worked very well in coordinating the efforts of the various cooperatives in which catcher vessels are
members.

Catcher vessel sideboard amounts are based on their total catch in non-pollock target fisheries during
the 1995-97 time period. If the sideboard calculations are based on retained catch in all fisheries in
the future, it will have less impact on the catcher vessels than catcher/processors, because there is
little difference in retained and total catch for catcher vessels. Alaska Department of Fish and Game
Fishtickets are the official source of data when catcher vessels deliver inshore. Fishtickets are filed
by the processor, and it has been determined that processors cannot be responsible knowing or
reporting discards which occur at-sea. Discards made by the processor are not counted against the
catcher vessel, because they delivered those fish and should not be penalized for actions of another
entity. For these reasons there is often little difference in the official data between retained and total
catch in the catcher vessel sector.

Current observer coverage levels combined with a system of electronic catcher vessel delivery
reports should be adequate to monitor the aggregate activity of AFA-listed catcher vessels.
However, NMFS will require that all fish be weighed on a certified scale capable of storing fish
weights for confirmation by independent observers or other enforcement agents to ensure accurate
reporting at the time fish are off-loaded. This paper trail is deemed necessary to verify that the
sideboard caps and directed pollock harvests are not being exceeded by the AFA fleet.

Appendix II in the document contains information on the sideboard harvests by each of the vessels
in the AFA fleet. In summary, the catcher vessel fleet was able to stay within their sideboard caps
for the PSC and groundfish species. Overall the sideboard caps for the catcher vessels worked well.
The primary complaints came from three Pacific cod fishermen they were concerned with changes
in when pollock vessels entered the cod fishery and safety issues associated with more and larger
vessels on the cod grounds.

Catcher/Processor PSC Sideboard Caps Paragraph 679.63(a)(2) of the emergency interim rule
implementing AFA sideboards established a formula for calculating PSC cap amounts for
unrestricted’ AFA catcher/processors. These amounts are equivalent to the percentage of prohibited
species bycatch limits harvested in the 1995 through 1997 non-pollock groundfish fisheries by the
eligible AFA catcher/processors listed in subsection 208(¢e) and the ineligible catcher/processors
listed in section 209 of the AFA. Ifa PSC cap is reached, NMFS has the authority to close directed
fishing for non-pollock groundfish for unrestricted AFA catcher/processors.

AFA catcher/processors are capped at 8.4 percent of the halibut PSC allotment, 15.3 percent of the
opilio PSC, 14.0 percent of the bairdi in Zone 1, and 5.0 percent of the Zone 2 bairdi crab each year.
Recall that these percentages are caps and not allocations. If the overall PSC cap is reached before
the AFA fleet harvests their cap amount the entire fleet will be required to stop fishing, so the AFA
catcher/processor fleet is not guaranteed these PSC amounts.

The term unrestricted catcher/processor refers to the 20 AFA catcher/processors that are currently eligible to fish
pollock in the BSAI It does not include the nine ineligible catcher/processors or the one catcher/processor (the Ocean
Peace) that is limited to 2,000 mt of BSAI pollock harvest annually in the directed fishery.
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In 2000 the AFA catcher/processors were able to stay well under all of their PSC caps except for red
king crab. Catcher/processors were allowed to take up to 286 mt of halibut mortality and they only
used 80 mt. In percentage terms, they only used about 28 percent of the cap that was available to
them. They also used only about 7 percent of the opilio crab, 16 percent of the Zone 1 bairdi, and
2 percent of the Zone 2 bairdi crab cap available to them. They exceeded their red king crab cap by
3,412 crab. That equates to an overage of about 550 percent. However, because the cap was so low,
the percentage is somewhat misleading in terms of the magnitude of the problem.

Catcher Vessel PSC Sideboard Restrictions Prohibited species catch (PSC) by the AFA catcher
vessel fleet is being monitored based on the catch rates of observed vessels and not the actual amount
of PSC taken by each catcher vessel. Those rates are then extrapolated and applied to unobserved
catcher vessels fishing for the same species in the same area, as is currently being done for all
fisheries where observer coverage is less than 100 percent. This system does not observe each haul
and therefore may introduce discrepancies between a vessel’s log book report and the official NMFS
PSC estimate. However, without drastically increasing observer requirements, this is the only
independent system of determining PSC amounts that NMFS feels is adequate to properly monitor
the caps.

PSC bycatch limits for halibut in the BSAI and GOA, and each crab species in the BSAIL, for which
a trawl bycatch limit has been established, were defined as catcher vessel sideboard caps. Those
sideboard limits are expressed as a percentage equal to the ratio of aggregate retained groundfish
catch by AFA catcher vessels in each PSC target category from 1995 through 1997 relative to the
retained catch of all vessels in that fishery from 1995 through 1997.

Halibut and crab caught by AFA catcher vessels participating in any non-pollock groundfish fishery
will accrue against the 2000 PSC limits for the AFA catcher vessels. NMFS has the authority to
close directed fishing for groundfish (except BSAI pollock) by AFA catcher vessels once a 2000
PSC limitation is reached.

PSC sideboards allocations for the catcher vessel sector are more complicated than they were for the
catcher/ processors. For catcher vessels the PSC caps are broken down by target fishery and seasons.
Summing the PSC fishery and seasonal caps yields a total catcher vessel cap of 1,217 mt tons of
halibut, 20,537 red king crab, 664,788 opilio crab, 219,285 bairdi crab in Zone 1, and 490,084 bairdi
crab in Zone 2.

Overall the AFA catcher vessels appear to have used about 733 mt (60 percent) of their halibut
mortality cap in 2000. This is well below the 1,217 mt of halibut mortality that the sector was
allotted under their sideboard cap. Most of the halibut usage occurred in the BSAI cod fishery. The
cooperative reports indicate that about 675 mt (76 percent) of the halibut mortality cap was used by
AFA catcher vessels in the BSAI cod fishery.

Only AFA catcher vessels have a PSC sideboard cap in the GOA. Catcher/processors are not
allowed to harvest groundfish in the GOA under the AFA, so they do not require PSC sideboards.
The AFA catcher vessel fleet has been capped at 410 mt of halibut in the GOA. That equates to 20.5
percent of the GOA trawl apportionment of halibut.

The PSC sideboard limits should enable the non-AFA fleet to continue harvesting their traditional
levels of groundfish in the GOA and BSAI. Exemptions to the sideboards were also included in the
Council’s recommendations. Those exemptions may allow the AFA to increase their harvest of
groundfish.
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Groundfish Sideboard Exemptions for Catcher Vessels The Council approved specific
exemptions to the sideboard caps for catcher vessels less than 125° LOA that landed less than 1,700
mt of pollock on average during 1995-97. These vessels were exempted from the BSAI Pacific cod
sideboard caps if they made at least 30 landings in the BSAI Pacific cod fishery from 1995-97. In
the GOA, catcher vessels meeting the vessel length and BSAI pollock harvest requirement were
exempted from the sideboard caps if they made at least 40 GOA groundfish landings from 1995-97.

As of August 24, 2000 a total of 12 vessels had applied for the BSAI Pacific cod exemption and 14
vessels for the GOA exemption to groundfish sideboards. Estimating the impacts of exempting these
catcher vessels from the sideboard caps is difficult. Because these vessels have relatively small
BSAI pollock catch histories, they were most likely not full time BSAI pollock participants. If
indeed the vessels were not full time BSAI pollock fishermen when that fishery was open to directed
fishing, the impacts of exempting them from the sideboards will be less than if they had been full
time pollock boats. Overall, exempting these vessels was expected to have minimal impacts on the
non-AFA fishermen.

Crab Harvesting Sideboards AFA catcher vessel harvest restrictions have been developed for each
of the primary BSAI crab species. Sideboard caps for the Bristol Bay Red King Crab (BRISTOL
BAY RED KING CRAB) fishery restrict the AFA vessels that qualify to participate in this fishery
to an aggregate cap, much as was done with groundfish sideboards. Currently there are 42 AFA
catcher vessels holding a permit to participate in the BRISTOL BAY RED KING CRAB fishery.
Assuming the BRISTOL BAY RED KING CRAB GHL is 11.2 million pounds, this equates to
approximately 35,000 pounds per vessel. Ifthe 1999 price of $6.25 per pound is applied to this catch
it equates to over $200,000 per vessel. Allowing the 42 AFA vessels that have participated in the
fishery to continue to do so at a limited poundage, should provide protections for the remaining non-
AFA vessels.

Sideboard caps for the bairdi fishery are also managed by limiting the number of AFA catcher
vessels that can participate in that fishery. NMFS data regarding AFA permit applications indicates
that 28 vessels are currently permitted to harvest bairdi crab. These 28 vessels will be allowed to
harvest up to the percentage of the GHL they accounted for, in aggregate, over the 1995 and 1996
seasons. Information presented in BSAI FMP Amendment 61 shows that these vessels accounted
for about 7 percent of the GHL over that time period. Allowing the AFA catcher vessels to harvest
up to 7 percent of the GHL should provide the necessary protection for the non-AFA fleet that is
required by the Act. It is difficult to make any projection as to what 7 percent of the GHL will
amount to in pounds or dollars when the fishery is opened. The bairdi fishery is currently closed to
fishing because of low abundance and is not expected to open again in the near future.

The remaining crab sideboards limit the number of AFA catcher vessels that are allowed to
participate, but not their total aggregate catch. A total of seven vessels are licensed for the opilio
fishery, two for the St. Matthew fishery, and one for the Pribilof fishery. Given the relatively small
number of AFA catcher vessels eligible to participate in these fisheries and the lengths of the king
crab fisheries, it is unlikely that they will cause substantial negative impacts to the non-AFA vessels
in the fleet.

Exemptions to Crab Harvesting Sideboards The Council approved an exemption to the crab
harvesting sideboards for any vessels that can demonstrate participation in all opilio, bairdi, and
BRISTOL BAY RED KING CRAB fisheries during the years 1991-97 and that have AFA pollock
qualifying histories of less than 5,000 mt. This action is expected to affect only one vessel.
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Allowing that vessel to be exempted from the crab harvesting sideboards should not cause any
negative impacts to non-AFA crab fishermen, as a result pollock cooperatives.

Crab Processing Sideboards The crab processing sideboard components of the AFA regulations
are based on the structure defined in the Act under Section 211(c)(2)(A) through the 2000 fishery.
This section of the Act is specific to shorebased and mothership processors.

The impacts of crab processing sideboards are not yet fully understood. Public testimony taken
during the June 2000 Council meeting showed that harvesters and AFA processors wanted to have
the caps removed. Non-AFA processors still supported the caps that were put in place during the
2000 opilio season. The primary reason that catcher vessels wanted the caps removed was to
increase competition for their product so they could potentially receive a higher price. They also felt
that the reduced competition lead to longer offload time, which had the weather been worse® could
have resulted in much higher deadloss.

AFA processors wanted the caps removed so they could purchase additional crab. Some ofthe AFA
processors have added crab processing capacity since the end of the period used to determine
processing history. Therefore, in the opilio fishery, the size of the processing sideboard cap is less
than they had processed as a sector in recent years. Based on the public testimony and a discussion
paper drafted for the Council, the Council changed the formula for calculating crab processing caps
at their September 2000 meeting. The formula originally used the processing history of the AFA
sector relative to the non-AFA sector over the years 1995-97. The new formula adds 1998 to the
equation and gives that year double weight. The effect of that change is that the crab sideboards are
increased slightly for most species. The opilio fishery had the largest increase (7.74 percent) from
58.15 percent of the GHL to 65.89 percent.

Groundfish Processing Sideboards The AFA directed the Council to develop protections for non-
AFA processors, but did not specify a time frame for taking those actions. Measures to protect non-
AFA processors have been considered by the Council, but further discussions and any Council action
has been tabled until negative impacts are realized. The specific alternatives considered for
processing sideboard caps may be found in the July 14, 2000 public review draft of the EA/RIR
developed for this issue. The Council is also considering alternative methods to protect non-AFA
processors, such as modifying the Improved Retention/Improved Utilization program for flatfish.

Processing restrictions applying to catcher/processors were included in the AFA, and have been
implemented. Restrictions that are currently being enforced through the emergency rule include a
prohibition on processing any fish harvested from NMFS management area 630 (part of the Central
Gulf of Alaska). AFA catcher/processors are also prohibited from processing any BSAI crab.
However, the Act does not preclude those vessel owners from using revenues generated through the
pollock fishery to invest in another non-AFA vessel that could be used to harvest or process BSAI
crab.

Cooperative Contracts and Reports The AFA requires that any contract implementing a fishery
cooperative for the purpose of cooperatively managing directed fishing for BSAI pollock for
processing by catcher/processors, motherships, or the inshore sectors and any material modifications
to any such contract must be filed not less than 30 days prior to the start of fishing under the contract
with the Council and with the Regional Administrator, together with a copy of a letter from a party

The 2000 opilio season was moved from the winter to April as a result of the ice edge being further south than
normal at the time of year the fishery normally starts, and because of the small GHL
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to the contract requesting a business review letter on the fishery cooperative from the Department
of Justice and any response to such request.

The Council and NMFS have required that specific elements be included in the cooperative
contracts. Those elements include a list of parties to the contract, a list of all vessels and processors
that will harvest and process pollock harvested under the cooperative, the amount or percentage of
pollock allocated to each party to the contract, and penalties to prevent each non-exempt member
catcher vessel from exceeding an individual vessel sideboard limit for each BSAI or GOA sideboard
species or species group that is issued to the vessel by the cooperative.

The cooperative contracts also must state that pursuant to Section 210(f) of the AFA, the cooperative
members agree to make payments to the State of Alaska for any pollock harvested in the BSAI
pollock fishery which is not landed in the State of Alaska, in amounts which would otherwise accrue
had the pollock been landed in the State of Alaska subject to any landing taxes established under
Alaska law.

Each of the cooperatives have also voluntarily signed an inter-cooperative agreement that establishes
regulations each of the cooperatives must follow. That contract also sets-up penalties that will be
assessed if the regulations in the inter-cooperative agreement are not met. To date the inter-
cooperative agreement has worked well. Members of industry have stated that the inter-cooperative
agreement has met or exceeded their expectations, ensuring the fishery operates in a efficient and
orderly manner.

Any fishery cooperative that is formed must also submit annual written reports on fishing activity
to the North Pacific Fishery Management Council for public distribution. Those reports contain a
wealth of information on the activities of each of the cooperatives. A copy of each cooperative
report from the 2001 fishing year is included under Appendix II.

Leasing of Quota Among Cooperative Members The leasing of quota among members of a
cooperative has allowed excess harvesting capacity to be removed from the BSAI pollock fishery,
and has allowed for more efficient utilization of the remaining vessels. The Council in June of 2001
also approved an amendment that would allow members of inshore cooperatives to lease pollock to
members of other inshore cooperatives. This may increase the amount of leasing that takes place.
The Council also approved an amendment that removed the requirement that a vessel fish each year
to remain eligible to join an inshore cooperative. This amendment will likely also result in increased
leasing of BSAI pollock among cooperative members.

Trident Seafoods was the only” member of the catcher/processor sector to lease more than 5 mt of
pollock to other cooperative members. Several members of the catcher vessel sector leased pollock
in 2000. Proposed Amendment 69 to the BSAI Fishery Management Plan indicates that
approximately 38,000 mt of pollock (7.8 percent of the inshore harvest) were leased by catcher
vessels in the inshore sector during 2000. That same year several catcher vessels in the
catcher/processor sector leased pollock, and by 2001 all of the vessels in that sector leased all of
their quota. Several catcher vessels in the mothership sector also leased quota in 2000.

Bycatch and Discards The term “bycatch” is used in this document to describe fish that are
harvested when targeting another species; the term “discards” will refer to fish that were not retained
for processing. Discards are generally considered as either “economic” or “regulatory”. Economic

"Recall that the Endurance also sold all of its allocation and has left the fishery
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discards occur when it costs more (including opportunity costs of the plant) to process fish than the
market is willing to pay. These fish are often of poor quality, a size the market will not accept, or
the plant being unable to efficiently process that fish. Most of the discards in Appendix III are
economic discards. Regulatory discards occur when Federal or State regulations mandate that the
fish be discarded. PSC are regulatory discards and so are groundfish harvested above the maximum
retainable bycatch® (MRB) amounts.

Discards may result from either fish taken as bycatch in a directed fishery, or they may result from
the species that was targeted being the wrong size or of a quality that the market would not accept.
The term discard does not apply to parts of a fish that were not kept once the saleable products have
been utilized. Some vessels do not have the capability to produce fishmeal, and after the flesh is
removed the head, guts, and bones are often returned to the sea. This practice is not considered to
be discarding.

This document has considered all of the biomass harvested , but not utilized, to be discards.
Therefore, species such as jelly fish are included in the calculation. These are species that are not
eaten and have no retail use. Including these species in the calculation increases the reported discard
rate. For example, in the catcher/processor sector excluding these species would result in a discard
rate of less than 1 percent. Including those species increases the discard rate to about 2 percent in
2000.

Overall the discard rates in the BSAI pollock fishery are among the lowest of any major fishery in
the world. Discard rates have declined in the recent past because the Council has implemented
regulations that were targeted at reducing bycatch and discards. With current discard rates for edible
fish already at less than 1 percent, it is likely that only marginal improvements in bycatch and discard
rates can be expected in the future.

Fishing Community Impacts At total of six regions were characterized for this analysis, four in
Alaska and two the in the Pacific Northwest. These were the Alaska Peninsula/Aleutian Islands
region, the Kodiak Island region, the Southcentral Alaska region, the Southeast Alaska region, the
Washington inland waters region, and the Oregon coast region. Changes from the pre-AFA period
to the present were described for all regions. Beyond the regional level general analysis, specific
analysis focused on four individual communities, and these included both AFA and non-AFA
communities. As a simplifying assumption, it was decided at the outset that three Alaskan
communities and Seattle would be the focus of this effort, since they represent the range of
community types. Unalaska/Dutch Harbor and Seattle were selected to represent AFA communities.
Sand Point was chosen to represent communities that have been involved in the BSAI pollock fishery
in the past, but because of the AFA, may be expected to participate less in this fishery that was
previously the case. Finally, Kodiak was chosen to represent non-AFA communities that might be
expected to experience inter-regional impacts. Limited fieldwork was conducted in all four of these
communities. While fishing industry sector information is presented in regional format in order to
provide a context for the interpretation of results and to provide information on the direction and
relative order of magnitude of the types of changes that have been experienced as a result of the
AFA, the focus of the impact analysis is on those four communities.

In overview:

SMRBs are set for each target fishery, and define the amount of Pacific cod for example that may be retained in
the directed pollock fishery. If those levels are exceeded and the Pacific cod fishery is closed (in this example) then the
fishermen must either discard the excess fish or be in violation of fishing for species that are not open to directed fishing.
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. AFA effects have been generally positive on an industry or sector basis as expected. There
is some variability between sectors in this regard, with the gains seen in the mothership
sector perhaps not as large as those seen in other sectors.

. AFA has resulted in ownership changes within different sectors, and this has led to some
shifts in ownership between communities and regions.

. A common observation among fishery participants is that AFA has had the beneficial impact
of helping to mitigate negative impacts that have been associated with post-AFA impacts
of Steller sea lion related protection measures, but this is difficult to quantify.

. AFA may be related to a downturn in fishing support sectors in some communities, but this
downturn is also part of: (1) other fishery dynamics; (2) 'rationalization' of the larger
economies of the relevant communities; (3) less sharp 'peaks and valleys' in fishing seasons.

. A general level caveat, however, is that few post-AFA data are available. There has been
only one full year under the onshore co-op system, and only two years under the offshore
co-op system. This makes interpretations of changes apparently related to AFA problematic,
due to normally occurring year-to-year changes in the fishery as well as the fact that fishery
participants are still working out strategies, adaptations, and responses to AFA-influenced
fishery conditions.

Little change from AFA is seen in the Southcentral and Southeast Alaska regions. Oregon coast
region changes accrue nearly exclusively to regionally owned catcher vessels that are in turn
concentrated in Newport, and these changes have been generally positive. Changes seen in the
Alaska Peninsula/Aleutian Islands region tend to be focused in Unalaska/Dutch Harbor, Akutan,
Sand Point, and King Cove. For the Kodiak Island region, impacts have been concentrated in the
community of Kodiak. Washington inland waters region impacts have tended to focus on the greater
Seattle area. The following are the main analytic points for the relevant study communities:

Unalaska/Dutch Harbor, Alaska Unalaska is the support port for the Bering Sea groundfish
fisheries, and is the home to the major concentration of Bering Sea related shore-based processing.
The industry is large relative to the overall local economy, the number of workers associated with
the industry make up a significant portion of the population base, and the industry in its various
sectors contributes a significant portion of the local tax revenue base for the community. As such,
the community is likely to feel impacts that accrue to any sector associated with the Bering Sea
groundfish fishery. Following are the primary AFA-related changes that have occurred in the
community:

Population and Housing

. Peak population in the community is down with the spreading out of the fishing seasons, and
this is in part attributed to AFA. While local leadership speculates that overall population
may be down, quantitative data are not available to document this. School population has
been stable.

. There has been a marked softening of the housing market in the community. While this is

a trend that preceded AFA, AFA appears to have contributed to the continuation of this
trend. Although assessed valuation has not declined, it has not kept pace with inflation.
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Home sales have slowed, and rental vacancies are up. Clearly AFA is but one of a number
of contributing factors in this situation.

Fishery Economic Sectors

. The direct fishery related portion of the economy has benefitted from AFA conditions, and
especially the municipal revenue streams directly related to pollock landings. Pollock as a
percentage of volume seafood processed locally increased from 1998 through 2000, and
pollock processed value locally increased from $55.8 million to $79.7 million over this same
period. (The community impacts of this were not as apparent as would have otherwise been
the case because the value of crab processing in the community dropped from $85.6 million
to $42.9 million during this same period for a variety of reasons unrelated to AFA.)

. In the catcher vessel sector, there is little community involvement in the AFA-influenced
fisheries in terms of a 'residential fleet.' In 2000, Unalaska-based catcher vessel co-ops
accounted for 52.6 percent of the inshore pollock total. Although a number of participating
vessels are homeported in the community, no long-term residents of the community own or
skipper these vessels. Whether or not the trend seen over the past several years of
increasing processor ownership and/or control of catcher fleet making delivery to local
plants has been altered by AFA conditions cannot be seen from available data in the brief
post-AFA interval.

. In the processing sector, for local AFA plants employment changes have varied by
individual entity. The processing seasons have slowed down and spread out to a degree, but
at the same time there have been changes in product mix. For example, at one large plant
one major processing line closed directly as a result of the slowing of the race for fish under
AFA but the net number of workers increased. A number of the newly produced products,
or products produced in greater or relatively greater volumes are relatively labor intensive.
AFA employment impacts are difficult to ascertain or interpret because of the varying
approaches of the different plants and the changes occurring in other fisheries. An example
of this is that in 2001, some plants did not utilize a dedicated crab crew as in recent years,
but rather, because of increased crew flexibility/availability under AFA conditions
combined with lower crab volume, they were able to staff both functions with a single crew.

. Non-AFA local processing plants did experience change as a result of AFA, but this varied
by plant type. The 'medium size' non-AFA plant in the community reported little change in
operations. The two smaller plants, on the other hand, reported that AFA had negative
impacts for their operations in several ways. These included: the ability of the larger plants
to now pursue custom niche markets when they were not able to do so before; the
implementation of crab caps on the AFA plants, which meant that cooperative endeavors
with the smaller plants now result in a potential loss of volume for the larger plants due to
the cooperative undertakings counting against the larger plant's cap; and, loss of flexibility
of the smaller plants by preclusion of possible future opportunities of exploiting AFA
regulated fisheries.

Support Service Sectors
. In terms of support service sector businesses, Unalaska is the major regional provider of

fishery support services. AFA made the fishery more efficient in several ways, which is a
positive benefit for a number of reasons and within a larger frame of reference, but the local
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support economy was based, to a significant degree, on inefficiencies in the fishery. In the
past, in-season down time during the race for fish was a potentially catastrophic event, and
local firms were structured (inventory, personnel, and number of providers) to respond to
those circumstances. With AFA-associated changes in the pace in the fishery, cost of
service and has became relatively more important than in the past, and immediate response
capability does not override all other factors.

. Shoreplants have remained more-or-less self-contained, self-sufficient enterprises in the
community. This varies from plant to plant, but operations tend to be of an industrial
enclave nature, with a relatively low volume of purchases of goods and services from the
local support sector.

. Vessel support businesses have experienced a range of AFA-related impacts. Employment
is down, but this is a complex situation. Firms that have fewer positions have tended to just
not bring in temporary/fishing season specific employees, and many businesses report a
dropping off of total hours if not a drop in the number of permanent positions. In general,
inventory has been reduced due to a drop in peak demand, and the number of support
providers is down somewhat. The drop in providers has been more in the nature of a decline
in the number of providers for any one service, rather than a decline in the range of services
available locally. At the community level, these conditions are related to the local decline
in crab landings as well as changes attributable to AFA, and different businesses have had
different outcomes based on their relative dependency on different fleet sectors.

. Offshore support businesses have experienced a downturn with the reduction of the offshore
fleet under AFA. Because of changes in the race for fish conditions, there has been some
move from private to public facilities for shipping, and there has been some shift between
communities due to ownership changes that may not be directly related to AFA conditions.
Different businesses have been differentially impacted based on their client mix, with the
businesses that relied most heavily on that portion of the fleet that was excluded (and/or
retired/scrapped) experiencing the greatest impacts.

. Shipping enterprises in the community have felt impacts from AFA. The improved ability
to predict shipping needs under non-race conditions has meant that there are different viable
options now available to those with fisheries product to move. There has been a shift in
market share between the two largest shipping firms in town, but this is likely as attributable
to changes in and between the two firms as it is to AFA conditions. Relatively more product
is moving by tramper than in the past, although this is difficult to quantify, and two new
private dock facilities have been put into service during the post-AFA era. Union
longshoring hours are down, but the relationship of this to total employment hours in the
community is unclear due to a recent increase in non-union work volume.

Municipal other Community Level Impacts

. In terms of municipal revenues, the general fund revenues for Unalaska were $19.4 million
in FY98, $19.1 million in FY99, and $19.4 million in FY00. Looking at the combination
of the local raw fish tax, the fishery business tax, and the resource landing tax which,
combined, represents all of the main fishery sectors, revenues to Unalaska totaled $7.7
million for each year FY96-FY99, inclusive, and rose to $8.1 million in FY00. Quantifying
the role of AFA in this increase is somewhat problematic, given that the FY00 ended half-

Executive Summary Xviii AFA Report to Congress



way through the first full calendar year of onshore co-ops, but it is clear that there has been
a local benefit.

. In terms of other types of community changes seen over the relevant time period, the clinic
patient count is down reflecting the decrease in demand for acute fishing season needs.
Tourism is up in the community, but this remains a very small sector. Lodging demand is
off at peak times, but has been spread out over a longer period. Demand at such basic retail
establishments as the larger grocery stores is off, and "entrepreneurial” type businesses
would appear to have declined somewhat, but quantitative data is not available to verify this
common observation. The greatest challenge facing the community at present in terms of
its fisheries economic base, and the sectors that are, in turn, dependent upon that base, is the
outcome of the ongoing fishery management changes in response to Steller sea lion
conservation concerns. This has created an atmosphere of uncertainty for many of the
businesses in the community. The consolidation within the fishery sector that many
expected to result from AFA has not yet occurred.

In sum, AFA has had impacts on the community of Unalaska. The larger pattern of AFA impacts
would appear to be direct benefits to those aspects of the participating groundfish sectors present in
the community, benefits to the municipality in terms of revenues, and a downward trend or mixed
results among the support service sector. Not all difficulties faced by support service sector
businesses are attributable to AFA. These support sector challenges and many of the other changes
seen in the community, such as the drop in housing demand, are linked to a 'rationalization' or
increase in efficiency of the community economy and a move away from an economy geared for a
pulse demand cycle and inefficiencies within the commercial fisheries. AFA has played a significant
a part in this general level change, but trends along these lines were apparent in the community prior
to AFA.

Sand Point, Alaska Sand Point was chosen as a study community for the assessment of the social
impacts of AFA due to the fact that it is a community that was engaged in the Bering Sea pollock
fishery, that qualified as an AFA community (or, more accurately, the local shore processing plant
qualified as an AFA entity), but did not qualify as a catcher vessel co-op community (or facility).
Thus, Sand Point experienced a very different set of outcomes than Unalaska/Dutch Harbor as a
result of AFA, and AFA caused a shift in the commercial fisheries base of the community. The main
areas of impact may be summarized as follows:

. Less Bering Sea pollock is being processed in the community as a consequence of AFA in
general and as a result of the local shore plant not qualifying for a catcher vessel co-op
relationship in particular. Some pollock continues to come to the community as catcher
vessels that are in co-ops (elsewhere) can still make limited (10 percent) deliveries to non-
major partners. The plant can and does act as an overflow relief valve during the A/B
season "natural" race for fish for a sister plant (owned by the same firm) on the Bering Sea
that is qualified as an AFA co-op plant.

. A combination of negative factors hit the commercial fisheries of the community at the same
time. These included Gulf of Alaska quota shifts from the western to the eastern Gulf, Area
M salmon restrictions, and Steller sea lion related fishery restrictions. In addition to these
immediate factors that have had a pronounced negative impact on the local commercial
fishery, there are speculative concerns regarding BSAI vessels being able to expand to or
focus more effort on the Gulf of Alaska than in the past due to advantages gained under
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AFA. While apparently not actualized to date, these concerns are having an impact on the
way local fishermen think about long-term strategies.

. It is difficult to assign causality, or degree of causality to AFA for several social impacts
that have been realized in the community as a result of a constellation of factors. Further,
there are a number of difficulties quantifying changes that are believed to be taking place
in the community. Example indicators of change in the community (and the problems
therewith) include the following:

. Municipal revenues appear to be dropping. Tax receipts were relatively steady through
FYO00, but a 20 percent dip is forecast for FYOl. FYOI1 figures, however, are not yet
available.

. Field interviews indicate there has been a dip in retail businesses, but tax data are not yet
available to quantify this. Native Corporation business is down according to management
staff.

. Local government officials believe that overall population is down, but data to quantify this
change are unavailable.

. Commercial fishery data confidentiality restrictions preclude a detailed analysis of the
relative role of AFA-linked impacts to overall community impacts, due to the fact that not
enough entities exist in the community to allow trend analysis for local impacts of individual
fisheries.

. The local fishery support service sector is small. Nearly all support services are provided
by the local plant itself. In this case, under AFA conditions inventory has been reduced and
there has been a reduction in labor hours for support service speciality personnel but again,
this cannot be quantified due to confidentiality restrictions.

In short, Sand Point in the post-AFA time period has experienced a range of adverse fishery related
impacts. While not the root cause of all of these changes, AFA is one of several elements that has
contributed to a downward trend of key socioeconomic indicators for the community.

Kodiak, Alaska Kodiak was chosen as a community for analysis of the impacts of AFA due to the
fact that it represents non-Bering Sea communities in Alaska that did not have a high historical level
of involvement with Bering Sea pollock, but that could have potentially experienced AFA-related
impacts in several ways. No Kodiak plants qualified as AFA plants. Impacts were indeed seen in
both the local processing and harvesting sectors.

Processing

. One impact of AFA has been a situation where Gulf of Alaska open access processors have
been put in a position of competing with BSAI co-op processors. This uneven
rationalization has meant that open access entities are competing with the same products in
the same markets with the rationalized entities without the structural benefits of the co-op
system.

. Another impact is seen in the 'race for history' behaviors that have been seen among both
processors and harvesters in anticipation of an AFA-like rationalization in the Gulf of
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Alaska. This has led to strategic decisions that may not be economic in the short run, and
may not be in the best interest of all local sectors or relationships between sectors, as
different sectors (and different entities within individual sectors) strategize differently.
Different entities have widely differing abilities to adapt to this 'irrational' strategic

environment.

. These circumstances have had impacts on both new and long established processors.

Harvesting

. "Fishing for history" behaviors are also taking place among Kodiak-based catcher vessels.
As among processors, this can include pursuing strategies that are uneconomic in the short
term.

. There is speculation among catcher vessels that BSAI vessels will capitalize expansion into

the Gulf of Alaska fisheries using both AFA gains and the temporal flexibility afforded by
the AFA environment in the BSAI. Sideboards have been put in place specifically to
address these types of concerns, and appear to be working in the short term. Whether or not
there is more cause for concern in the long run remains to be seen.

In terms of general community level impacts, housing, tax revenues, and other community indices
have changed over this period, there is no indication that there are community level impacts in
Kodiak attributable to AFA.

Seattle, Washington As a community, Seattle is at once the most and the least involved in the
AFA-influenced fisheries of the communities profiled. In absolute terms, Seattle is in one way or
another 'home' to a very large proportion of the AFA-influenced fishery. In relative terms, this
fishery is a negligible component of the overall economy of the Seattle area. In general, discussion
of a distinct "fishing community" within the greater Seattle area is problematic, although there are
areas of concentration of activity in Ballard, the Port of Seattle, and the Ballard/Interbay/Northend
Manufacturing Center (BINMIC) planning area. For the purposes of this analysis, it is most useful
to trace the intersections of particular sectors and the community. The following are summary points
by sector:

Inshore Processing

. Under AFA, there was effectively an increase in volume (as a result of quota allocations to
the associated catcher vessel co-ops, away from the offshore sector), but this was partially
offset in the short term by compensation to the offshore sector.

. Employment and various other forms of activity of the sector took place primarily in the
Alaska communities profiled, but ownership-derived economic benefits accrue to Seattle.
Despite this significant accrual, there cannot be said to be Seattle community level impacts
arising from AFA related changes to this sector.

Motherships

. This sector did experience AFA-related ownership changes, but ownership remains
concentrated in Seattle.
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. A major structural change resulting from AFA was the splitting off of motherships into their
own sector with their own allocative pool separate from the offshore sector. While
motherships are no longer in direct competition with catcher-processors, the quota assigned
to motherships was somewhat less than recent harvest levels.

. The catcher vessels associated with the three entities in this sector were placed into a single
co-op, and there has been movement of catcher vessels between entities within the co-op.
This is a quite different situation than seen in the onshore sector, where vessels of
competing entities are in separate co-ops and there are obstacles to free movement of vessels
between co-ops.

. Expenses are reported to have increased under AFA and, while revenues may also have
increased, they have not kept pace with expenses, according to sector participants. This
cannot be independently verified with the data available.

. The three entities in this sector were structured very differently prior to AFA, and continue
to have different adaptations post-AFA making sector generalizations difficult. It is clear,
however, that whatever impacts have been experienced by individual operators, or the sector
as a whole, have not resulted in community level impacts for Seattle.

Catcher-Processors

. Under AFA, by design, catcher-processors experienced a significant reduction in allocated
quota and a reduction in the overall sector fleet.

. Loss of access by the sector was mitigated to a degree by compensation for the planned
reductions under AFA. Employment losses, estimated at between 1,500 and 2,000 jobs,
have not been regained. This is a large number within the fishery, when contrasted to the
participant base. For example, the entire population of Unalaska/Dutch Harbor is 4,300
persons. Job loss was not localized in any particular community, as hiring patterns differed
from entity to entity, workers came from a wide region, and the work aboard the mobile
vessels did not take place 'in' a particular community or communities.

. The effect of employment loss varied from firm to firm. One large catcher-processor firm
estimated their overall loss at between 600 and 700 jobs. With a 30 to 35 percent normative
turnover in crew positions per year, this yielded a net displacement of around 400
individuals. Compensation packages were offered to displaced employees, and an estimated
25 to 30 percent of key crew has been rehired as remaining positions opened through
attrition.

. There have been significant ownership changes within the sector as a result of AFA, with
American ownership interest increasing by design. The CDQ portion of ownership of this
sector has increased significantly post-AFA, which has increased direct CDQ entity
involvement with the fishery.

. One major positive impact on the sector has been increased stability. Inefficient vessels
were removed from the fleet, and those remaining are apparently on much more solid
footing than was the case prior to AFA. This has had beneficial impacts to both public and
private entities providing services to the fleet.
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. Impacts to the sector resulting from AFA were immediate and drastic, but were not
significant in terms of community level impacts.

Catcher Vessels

. One of the dramatic changes for the catcher vessel sector under AFA was the formation of
co-ops. This fundamentally changed the structure of the catcher vessel business, and altered
the relationship between catchers and processors. Former competitors are now in the same
co-operative structure, and deliveries (and catcher vessel efforts) are structured to increase
efficiencies in processing. Catcher vessel co-ops have tended to hire business managers that
work with the processor to coordinate the fleet, and this has increased information flow
between catchers and processors to a level that did not occur in the past due to
competitive/business information tensions between the two sectors.

. How AFA has influenced the trend in recent years of processing entities acquiring
increasing ownership and/or control of catcher vessels is unclear and will take a longer
period of time to sort out as entities adapt to changed conditions under AFA.

. There has been some ownership change of catcher vessels under AFA, but these changes
have not been extensive.

. Compensation structures within the sector have changed to a degree under AFA. Payments
from processors to vessels is reported to be more based on the value of the finished product
than in the past. There is also some indication that in at least a few instances crew
compensation has gone away from a traditional crew share format to a wage labor or salary
format as a result of different ownership structure and/or changes in the risk/uncertainty
environment under AFA.

. Catcher vessel asset value has increased under AFA. At the same time, there has been an
effective loss in flexibility in business operations due to the impediments to free movement
under the co-op system.

. Leasing of quota, and the accompanying retirement or sidelining of excess capital within the
shoreside co-ops has not taken place to the degree that many predicted. Vessels have
remained protective of their catch history, and protective of continuing to accrue catch
history. Of the four vessels that are known to have leased quota and are cited in the report,
two moved between co-ops, one was purchased by co-op members and had its quota share
divided among the other vessels, and one leased quota in the Bering Sea and concentrated
on operations in the Gulf of Alaska. The pattern is very different for catcher vessels that
prior to AFA delivered to the catcher-processor fleet. All of these vessels have leased their
quota to the catcher-vessel fleet.

. Another major structural change within the catcher vessel sector has been the cooperation
seen under the Intercooperative Agreement. This has lead to coordination between co-ops
on both the primary and the sideboard species and areas, as well as to a 'co-management’
approach to data collection to support federal management of the fishery.

. AFA has slowed the fishery for the catcher vessels, and has arguably made the fishery safer

for owners and crews as it is now easier to make decisions to avoid extreme weather, sea,
or other unsafe conditions. The short time that has passed since AFA went into effect does
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not allow a statistical evaluation of this issue, but anecdotal evidence would indicate that
a reduction of injuries has occurred.

. In terms of social impacts on specific communities, the catcher vessel fleet is too dispersed
to for these generally beneficial impacts of AFA to be felt at a community level.

When all of the sectors that have links to Seattle are taken in aggregate, locating a 'footprint' of the
fishery for the purposes of a social impact assessment is still problematic. For example, if the Port
of Seattle is examined, moorage fees associated with the catcher-processor fleet are down as size of
the fleet has been reduced and the remaining vessels spend more time at sea. According to Port
representatives, however, while this has resulted in short-term fiscal impacts, it actually represents
a long-term strengthening of the Port revenue base as the remaining operations are stable and can
remain in place for coming years. As for the Ballard/BINMIC area, there are no updated data
available that would indicate there are localized AFA impacts occurring in this area, nor are there
qualitative indications that such changes are taking place. There are some changes seen for fishery
support services in this area, but these are generally more attributable to land valuation changes than
any changes seen in the fishery. In sum, while changes have been experienced by the individual
sectors located in Seattle, and there have been changes in some of the areas of Seattle that host these
sectors, there are no significant community level social impacts for Seattle that have resulted from
AFA.

Summary: AFA Social Impacts There are several general points regarding social impacts of AFA.

These are:

. Social or community level impacts of AFA differ widely by community.

. The impacts of AFA have been generally positive.

. The slowing of the race for fish, and the increased economic efficiency of the fishery have

had impacts on fishery support service sector businesses.

. The slowing of the race for fish and better utilization of the resource has long-term benefits
for the fishery and thus the communities engaged in or dependent upon the fishery.

. It is difficult to isolate the impacts of AFA in a dynamic environment. Other changes
occurring at the same time complicate the picture, with the most notable of these being those
associated with Steller sea lion conservation-related management measures.

. While difficult to quantify, the co-operation within and between sectors that AFA has
fostered has replaced a much higher level divisiveness seen in earlier quota allocation
approaches. This has had positive if subtle social impacts in the communities.

. Change is still occurring as all sectors and communities are still in the process of adapting
to the post-AFA environment.

Business Practices Business practices of the BSAI pollock fleets are largely defined in their
cooperative agreements (Appendix II). The cooperative agreements are attached as part of each of
the cooperative reports submitted to the Council. Those documents define the terms each member
of a cooperative agrees to abide by when operating their business. If'a cooperative member does not
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fulfill the terms of their contract, they are subject to fines and sanctions imposed by the cooperative.
If the violations reach a level such that the cooperative does not meet the regulatory requirements
set out by NMFS, then they are also subject to Federal sanctions. These sanctions can be very
severe, including the loss of the offending parties right to participate in the BSAI pollock fishery.

In 2000, any’ pollock history that was not assigned a vessel joining a cooperative went into the open
access pool of the pollock fishery. The open access pool included the history of vessels that elected
to join the open access pool as well as vessels that did not qualify for the inshore sector of the AFA
(unassigned catch history). The relatively large open access pool enticed some vessels to opt out of
cooperatives and remain in the open access fishery. During the June 2000 Council meeting an
amendment was approved to change the allocation formula such that the unassigned catch would be
distributed among the inshore sector vessels in proportion to their catch history relative to other
members of the inshore sector. Had this change been in place for 2000 it would have resulted in the
open access pool being reduced from 6.145 percent of the inshore allocation to 2.229 percent, or a
19,000 mt decrease in the open access pool allocation. Those 19,000 mt would have then been
redistributed among the vessels comprising the inshore cooperatives. Given the revised allocation
formula, only four vessels (there were 14 vessels in 2000) opted to join the open access pool in 2001
(see Appendix I for cooperative affiliation and cooperative allocation percentages in 2001).
Changes to the allocation formula and the reduction in the number of vessels in the open access pool
resulted in only 0.39 percent of the inshore pollock allotment being allocated to open access vessels
in 2001.

Members of the inshore sector join cooperatives affiliated with the processor where they deliver
pollock. Therefore, a separate cooperative was formed around the vessels that deliver to a
particular'® processor operating within the inshore sector. The cooperative’s membership is
comprised of the catcher vessels delivering to that processor. Members of the open access pool are
free to deliver to the processor of their choice. Member of this fleet would then be allowed to join
the cooperative associated with the processor that it delivered the majority of the BSAI pollock to
the previous year.

One of the most contentious issues for the Council was the structure of the inshore cooperatives,
particularly whether vessels in a cooperative would be required to deliver 90 percent of their
collective allocation to the processor associated with the cooperative as outlined in the AFA.
Catcher vessel owners wanted to be allowed to deliver their BSAI pollock catch to the processor
willing to pay the highest price or offer the best terms for their deliveries. The catcher vessel owners
were concerned that processors would have more market power and be in a better position to dictate
the ex-vessel price if they were required to deliver to a single processor. After much debate the
Council elected not to change the inshore structure. As reported earlier, the roe season prices paid
to inshore catcher vessels were higher than normal in 2000 while non-roe season prices were about
the same or slightly lower than seen in the recent past. The higher roe season prices were a result
of a strong roe market and the formula negotiated by the catcher vessel owners and processors to set
the roe price. It is still too early to determine if the extent that the current inshore structure will
impact the price paid to catcher vessel owners in the long run.

Unclaimed catch refers to pollock catch delivered to processors in the inshore sector during 1995-97 that was
harvested by vessels that are not permitted to fish in the inshore sector. These catcher vessels may be operating as one of
the seven catcher vessels in the catcher/processor sector, vessels that elected not to join the AFA, or vessels that landed
some pollock but not enough to meet the inshore qualification criteria specified in the AFA.

""Trident has a processing plant in Sand Point that is AFA qualified but is not associated with a cooperative. That
plant does take deliveries from some vessels that are members of the Akutan cooperative.
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NMFS does not allocate sideboard species by cooperative. A single sideboard cap for each
species/area is determined for all'' AFA catcher vessels. NMFS then monitors the overall caps to
ensure that the catcher vessel fleet does not exceed its cap.

Employment Employment in the catcher/processor sector declined as a result of reducing the
number of vessels participating the BSAI pollock fishery. Persons that were displaced by the AFA
retiring nine vessels were helped in finding employment with other catcher/processor companies or
were offered training to develop skills that would allow them to obtain another job. Discussions
with members of the catcher/processor sector indicate that the number of jobs (work opportunities)
that were lost in the catcher/processor sector as a result of the AFA is probably about 1,500'%, given
that nine catcher/processors were retired as part of the Act and six eligible catcher/processors were
not used to fish pollock by their owners in the 1999 fall fisheries and in 2000. Ofthe 1,500 jobs that
were lost it is estimated that 800 were because the AFA retired the nine vessels. The remaining job
were removed because catcher/processors made business decisions to idle boats in order to remove
excess capacity from the fishery.

The approximately 3,325 jobs that do remain in the catcher/processor sector likely have more stable
and/or increased wages. Wages would be expected to increase since the pollock wages are divided
among fewer employees in the sector, and crew members are often paid based on a percentage of the
vessel’s revenues and fewer vessels means more revenue per vessel.

It is more difficult to detail the employment impacts that the AFA has had on the catcher vessel
sector. Additional time is required to see how the catcher vessel owners will react to modifications
made to the inshore AFA cooperative structure. More vessels will likely be removed from the fishery
now that the Council has approved a motion that changes the definition of a qualified inshore vessel.
Before this change, catcher vessels were qualified for the cooperative based on where they delivered
the majority of their pollock the previous year. Vessels that did not participate in the BSAI pollock
fishery were ineligible to join a cooperative.

Information contained in the High Seas Catchers’ Cooperatives annual report indicates that all seven
catcher vessels in that sector did not participate in the 2000 BSAI pollock fishery. Two of those
vessels were reported as having made no landings in any of the BSAI or GOA fisheries under the
Authority of the North Pacific Council. The remaining five vessels did participate in other fisheries,
so the harvesting crew jobs on those vessels were not eliminated completely. Typically trawl catcher
vessels have crews of 4 to 6. If we assume that 5 crew members were employed by these vessels and
those vessels did not participate in fisheries outside the jurisdiction of the NPFMC, it means that 10
jobs were eliminated in the North Pacific.

Five other vessels in the inshore and mothership sectors leased all of their pollock. Some of those
vessels participated in other fisheries and some were completely retired. Therefore, it is likely that
an additional 10 to 15 jobs were removed from the fishery in the inshore and mothership sector.

Currently little can be said regarding the in the inshore and mothership processing sectors. At least
one of the inshore processors has closed a pollock processing line. The impact of this closure on

"This includes catcher vessels in the inshore, mothership, and catcher/processor sectors.

">This number is estimated based on a total of 15 vessels not participating during 2000 and each vessel employing
about 100 persons. The At-sea Processor’s Association web site indicates that the larger catcher/processors in their
organization that are currently operating employ 137 persons on average.
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employment is not yet known. The inshore sector’s allocation of the TAC was increased under the
AFA so these processors are processing a larger percentage of the BSAI pollock allocation than they
were prior to passage of the Act. Therefore, the total number of hours required to process the
pollock allocation should have increased, resulting in either more jobs or longer employment for the
workers that held those jobs.

Employment in the support sector of the pollock fishery has likely decreased as a result of the AFA.
Removing vessels from the fleet was done to reduce costs. Lowering costs to the fishing industry
results in less money being spent in support of their fishing operations. These cost savings to
fishermen are revenue reductions to the support industries, and since the support sectors are doing
less business they may require fewer employees.

Community Development Quota Program In the short period of time since the AFA has been
implemented there is no doubt that the impact on the Bering Sea/Aleutian Island (BSAI) groundfish
industry has been profound. Along with other industry members, CDQ groups have benefitted from
the shift away from the “race for fish” Olympic style fishery towards a more rationalized approach
that is more stable, has less vessels, higher recovery rates, reduced fixed costs, safer, and generally
speaking has generated an increase in profit margins. CDQ groups have benefitted by realizing
higher returns on their CDQ pollock quota and on their equity investments, many of which were
made in 1999 and 2000.

AFA has provided the opportunity for CDQ groups to invest in top performing offshore industry
participants. By 2000, all six CDQ groups had acquired equity shares in offshore pollock vessels.
One group, Yukon Delta Fisheries Development Association has purchased an equity interest in the
Golden Alaska LLC, which owns the Golden Alaska Mothership.

The primary benefit to the CDQ program from the AFA has been the increase in CDQ pollock quota
from 7.5 percent to 10 percent of the BSAI Total Allowable Catch (TAC). Pollock quota represents
over 80 percent of the CDQ program royalty stream. This was partially due to a higher overall
pollock TAC and higher than normal pollock roe prices. In 1998 the average price for pollock CDQ
quota was $236 per metric ton. In 2000, the average increased to over $292 per metric ton. A1l CDQ
groups agreed that AFA played a role in higher pollock values primarily because of the shift away
from the Olympic style fishery. CDQ group revenues and assets have increased significantly in
1999 and 2000. In terms of aggregate value, pollock CDQ royalties increased from approximately
$20 million in 1998 to over $33 million in 2000.

Increasing the CDQ pollock quota from 7.5 percent to 10 percent has also raised the value of CDQ
groups as business partners. This has enabled CDQ groups to have more bargaining power when
negotiating royalty agreements and employment/training programs with industry partners. CDQ
groups also indicated that the AFA, in some cases, has increased their leverage when negotiating
royalty agreements for other species such as Pacific cod, sablefish, and crab.

Another major impact of AFA is the requirement that virtually all vessel-owning entities be at least
75 percent owned and controlled by U.S. citizens by October 1, 2001. This opportunity eventually
enabled Coastal Villages Regional Fund and Central Bering Sea Fishermen’s Association to
complete the purchase of minority ownership interests in American Seafoods L.P. It also provided
Yukon Delta Fisheries Development Association with a better negotiating position in their purchase
of the Golden Alaska, LLC. Clearly the U.S Ownership requirements in AFA made these
transactions much more attractive to American Seafoods and Golden Alaska, both of which were
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foreign owned and controlled. By the end of 2000, all six CDQ groups had acquired ownership
interests in the pollock fishery.

The number of western Alaska residents employed in CDQ-related jobs increased from 1,350 in
1998 to 1,834 in 2000. Wages earned by CDQ residents increased during the same period from $8.2
million to $12.5 million. These increases are the result of many factors that would be difficult to
attribute solely to the implementation of AFA. Most of the increases are in the seafood-processing
sector; however, many groups have also seen more local residents take advantage of education
programs and become permanent employees within the management of the organization.

As a result of the slower paced pollock fishery, western Alaska residents have been able to rely on
a more structured schedule, which allows residents to take jobs in the fishery but continue to
participate in important traditional subsistence activities back home. The slower pace of the pollock
fishery has also allowed resident access to training opportunities onboard catcher vessels. The
frenetic nature of the previous derby style fishery made it difficult to train new processing workers
who frequently had to be trained while on the job.

The issue of safety is a big concern for the workforce in western Alaska. With AFA resulting in
slower pollock fisheries and the ability for vessels to stand-down during bad weather, CDQ group
recruiters are able to tout safer working conditions on offshore pollock vessels. This enables CDQ
groups to more effectively recruit village residents, many of whom have never been outside of local
river systems, to leave their communities and take advantage of potentially lucrative seafood
processing and harvesting jobs.

In general AFA has increased revenues for CDQ groups, which has made more money available to
fund various scholarship and endowment funds. All CDQ groups agreed that AFA has played a
positive role in increasing educational and training opportunities for local residents. CDQ groups
showed 1,177 people trained in 1998 and 1,128 trained in 2000. Training expenditures increased
from $1.4 million in 1998 to $1.47 million in 2000.

According to the Aleutians East Borough, in part because of AFA and the increased quota to the
onshore sector, Akutan has seen an increase in contributions to the local tax base from the Trident
Seafood plant, which processes pollock and other species within Akutan city limits. The deliberate
pace of the pollock-fishing activity has also acted to spread out the financial benefits from Akutan’s
Trident facility more evenly throughout the year. However, they also noted concern that the AFA
will make it difficult for Bering Pacific Seafoods in False Pass or the proposed processing facility
in St. George to process pollock if it is determined to be an economically feasible and desirable
activity. Currently they would only be allowed to process fish from the CDQ fishery, which
historically has been primarily processed off-shore.

State Fisheries AFA vessels typically do not participate in harvesting species managed by the State
except for crab and scallops . Crab was discussed earlier, and only one AFA catcher vessel is
allowed to participate in the scallop fishery, and its harvest of scallops is capped under the sideboard
program. Itis also interesting to note that the scallop fishery has formed a cooperative on their own.
The majority of the remaining catcher vessel fleet does not participate in any of the State fisheries.
The possible exceptions are the smallest catcher vessels in the AFA fleet. These vessels are often
owned by Alaska residents. Vessels in this category may participate in some salmon or herring
fisheries.
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Pacific Coast Fisheries The Pacific Fishery Management Council (PFMC) issued a Federal
Register notice' of a September 16, 1999 control date. The control date was passed by a unanimous
vote of the Council, and it was intended to notify AFA vessels that they may be subject to
regulations that do not currently exist and that their catch after September 16, 1999 may not be
counted towards the qualification criteria necessary for the new fishing regulations that may be
enacted. The control date was published to discourage AFA vessels from increasing effort in the
Pacific Coast groundfish fisheries. The notice also signaled AFA vessels that the PFMC intends to
begin development of regulations that would restrict participation of AFA vessels off the Pacific
coast.

A control date of June 29, 2000 was issued in the Federal Register'* for AFA motherships and
catcher/processors. Motherships were noticed that they may be required to meet specific
participation thresholds in the 1998 or 1999 regular Pacific whiting fisheries to be allowed to
participate in the future. For catcher/processors the criterion being considered is that vessels must
have been licensed to harvest groundfish in 1997, 1998, or 1999 (through September 16).

Rationalization of GOA Fisheries Rationalizing the BSAI pollock fishery, through the AFA, has
resulted in members of other industry sectors to pursue similar programs for their fisheries. Some
of these programs are currently under development by the Council and committees formed by the
Council to develop options to better manage those fisheries. Some members of those fisheries want
those programs to be implemented as soon as possible, while others would rather continue the status
quo management measures.

Participants in GOA fisheries have requested that the Council develop measures similar to the AFA
for all of the Gulf fisheries. Other members of the Gulf fishing community are not convinced that
the AFA structure is the correct model for their area and are proposing alternative measures. It is
likely that the Council will be working with these groups to develop a rational management scheme
for the Gulf fishermen in the near future.

Rationalization of Other BSAI Groundfish Fisheries Other BSAI groundfish fisheries that are
likely to move toward a more rational approach in the future are the Pacific cod and flatfish/Atka
mackerel fleets. These fleets have been impacted by recent Steller sea lion management actions and
would benefit from improved efficiencies.

Freezer longline vessels in the BSAI have been allocated their own portion of the fixed gear cod
TAC. A follow-up amendment to that TAC allocation reduced the number of vessels licensed to
harvest cod as a freezer longliner. Tighter definitions of who can harvest cod from the freezer
longline apportionment will likely lead to the development of a more rational management system
in the future.

Finally, the scallop fleet has implemented their own cooperative. This was done without going
through the formal Council process. They were able to reach an agreement among themselves
because of the limited number of scallop licenses that were issued.

BFederal Register Notice of Proposed Rules, Vol. 64, No. 226, Wednesday, November 24, 1999

“Federal Register Notice of Proposed Rules, Vol. 65, No. 178, Wednesday, November 13, 2000

Executive Summary XX1X AFA Report to Congress



Rationalization of the BSAI Crab Fisheries With the support of Congress and the Council,
members of the BSAI crab fleet have held several meetings to develop a long term rationalization
program. The Council is currently working to develop an amendment package for management of
the crab fishery. That package is focusing on an IFQ or coop approach and is scheduled for initial
review at the April 2002 Council meeting. A preferred alternative could then be selected in June
2002; pending Congressional authorization the program could be finalized later in the year.
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1.0 INTRODUCTION

The American Fisheries Act (AFA or the Act) was signed into law during the fall of 1998. The
purpose of the AFA was to tighten U.S. ownership standards that have been exploited under the
Anti-reflagging Act, and to provide the BSAI pollock fleet the opportunity to conduct their fishery
in a more rational manner while protecting non-AFA participants in the other fisheries.

Congress anticipated that passage of the Act would result in substantial changes to the businesses
and communities that rely on fishing, as well as the natural resources that support those fisheries.
To provide a better understanding of the impacts resulting from the Act, Congress requested that the
Council develop a report focused on specific changes brought about by the AFA. The congressional
request was embedded within the language of the AFA. Section 213(d) of the AFA states that:

“...the North Pacific Council shall submit a report to the Secretary and to Congress
on the implementation and effects of this Act, including the effects on fishery
conservation and management, on bycatch levels, on fishing communities, on
business and employment practices of participants in any fishery cooperatives, on
the western Alaska community development quota program, on any fisheries outside
of the authority of the North Pacific Council, and such other matters as the North
Pacific Council deems appropriate.”

This document will provide a review of the effects that the Act has had on various sectors of the
North Pacific Fishing industry (a list of the participants is provided in Section 2.1.2.2) and those
communities that have historically relied on the fisheries off Alaska’s coast. A summary of the
implementation and management of the AFA by (National Marine Fisheries Service) NMFS and the
North Pacific Fishery Management Council (Council) is also included in this report.

The report is designed to be a history of what has happened in the fisheries since the AFA was
passed. It is not intended to be rigorous scientific paper that would allow the reader to determine
the economic costs and benefits of the program. Therefore, the paper is not designed to meet the
standards of a formal Regulatory Impact Review that is required for implementing an amendment
to the Council’s Fishery Management Plans or regulations currently in place.

Congress had requested that the report be completed by October 1, 2000. However, because the
inshore and mothership sectors did not begin operating under the cooperative system until January
of 2000, the report was delayed so that information on the first full year of fishing could be
presented.

1.1 History of Council Actions

Since the passage of the AFA in October 1998, NMFS and the Council have undertaken an extensive
public process to develop the management program proposed under Amendments 61/61/13/8.
Amendments 61/61/13/8 were developed and revised during the course of eleven Council meetings
over the past two years and have been the subject of numerous additional public meetings held by
the Council and NMFS to address specific aspects of the AFA. While the permanent management
program proposed under Amendments 61/61/13/8 was under analysis and development by the
Council and NMFS, the statutory deadlines in the AFA were met on an interim basis through several
emergency interim rules. The following timeline provides a summary of the two-year public process
through which NMFS and the Council developed Amendments 61/61/13/8.
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November 1998. After the passage of the AFA in October 1998, the Council held a special
meeting in November, 1998, in Anchorage to address among other things, the new requirements of
the AFA and the effect of the AFA on the fisheries under the jurisdiction of the Council. The
Council made various recommendations to NMFS regarding the regulation of cooperatives in the
catcher/processor sector and the management of sideboards for AFA catcher/processors for the
upcoming 1999 fishery and began the process of identifying issues and alternatives for upcoming
AFA-related actions.

December 1998. At its December, 1998, meeting in Anchorage, the Council approved two
emergency rules to implement required provisions of the AFA for the 1999 fishing year. The first
emergency interim rule required two observers on all AFA-listed catcher/processors and established
procedures for making inseason sideboard closures (64 FR 3435, January 22, 1999; extended at 64
FR 33425, June 23, 1999). The second emergency interim rule made several technical changes to
the CDQ program regulations to accommodate the new requirements of the AFA (64 FR 3887,
January 26, 1999; extended at 64 FR 34743, June 29, 1999). After extensive public testimony and
input from the Council’s Advisory Panel (AP) and Scientific and Statistical Committee (SSC) the
Council identified a suite of alternatives for the management program that subsequently became
known as Amendments 61/61/13/8.

February 1999. At its February, 1999, meeting in Anchorage, the Council finalized
sideboard and AFA management measure alternatives with the intent that a draft analysis would be
reviewed at the April 1999 meeting with a final decision scheduled for June 1999 to allow the
Council to meet the July 1999 deadline imposed by the AFA for recommendation of sideboard
measures. The Council also began preparation of a separate discussion paper to examine the
structure of the inshore cooperative program. This separate analysis was in response to a proposal
by a group of independent catcher vessel owners who advocated a change in the program to allow
the formation of an independent vessel cooperative that would not be tied to a particular processor.
A draft analysis was scheduled for review in June, 1999, with further discussion in October, 1999.

April 1999. At its April, 1999, meeting in Anchorage, the Council reviewed its draft
analysis for Amendments 61/61/13/8, and received extensive public testimony regarding alternatives
and issues that should be considered under Amendments 61/61/13/8. The Council directed staff to
make various revisions and additions to the analysis with the intent that the amendment package
would be before the Council for final action in June 1999. The Council also reviewed its discussion
paper on the structure of the inshore cooperative program and the proposed independent catcher
vessel cooperative and requested that a broader analysis be prepared for initial review at the October
1999 meeting. In addition, the Council formed an inshore cooperative implementation committee
to advise NMFS on many of the technical issues related to the formation and management of inshore
cooperatives.

May 1999. The Council’s inshore cooperative implementation committee held a public
meeting with NMFS on May 10-13 in Seattle to examine alternative management approaches for
inshore catcher vessel cooperatives. The approach to implementing and managing inshore
cooperatives developed at this meeting formed the basis of the inshore cooperative management
program contained in the proposed rule.

June 1999. At its June, 1999, meeting in Kodiak the Council reviewed Amendments

61/61/13/8 and after extensive public testimony, approved a suite of AFA-related recommendations
including restrictions on the formation and operation of cooperatives, harvesting sideboards for

AFA Report to Congress 2



catcher/processors and catcher vessels, and catch weighing and monitoring requirements. However,
the Council was unable to reach a decision on two AFA-related issues; groundfish processing
sideboards and excessive processing share caps. To address these issues, the Council established
an industry committee to further examine alternatives and work with state and Federal managers to
resolve implementation issues with the intent that the Council would review the committee's
recommendations in October 1999.

August 1999. The Council’s processing sideboard industry committee held a public meeting
in Seattle to examine alternatives for processing sideboards and excessive processing share caps.
The committee was unable to reach a consensus and recommend an approach for implementing
processing sideboard caps. However, the committee did develop some general recommendations
for the Council and provided the Council with some requests for additional analysis and information.

October 1999. At its October, 1999, meeting in Seattle, the Council reviewed its analysis
on the structure of the inshore cooperative program including the proposal to allow formation of
independent catcher vessel cooperatives and received extensive public discussion on this issue.
However, the Council voted to postpone action until February 2000 and requested further analysis
on this issue. The Council also re-examined its June 1999 catcher vessel sideboard exemption
recommendations and requested that NMFS delay implementation of these measures until the
Council had the opportunity to analyze and discuss possible revisions to its recommended catcher
vessel sideboard exemptions. The Council announced that it would be revising its sideboard
exemption recommendations at its December 1999 meeting. Finally, the Council reviewed what had
now become a separate analysis of groundfish processing sideboards and excessive processing share
caps. After extensive discussion and public comment on this issue, the Council chose to expand and
revise its analysis with intent to review the issue again in February 2000 with final action scheduled
for June 2000.

December 1999. At its December, 1999, meeting in Anchorage, the Council approved two
emergency interim rules to implement required provisions of the AFA for the 2000 fishing year.
These measures were necessary to meet certain statutory deadlines in the AFA while the
comprehensive suite of permanent management measures under Amendments 61/61/13/8 continued
to undergo development, revision, and analysis by the Council and NMFS. The first emergency
interim rule set out permit requirements for AFA vessels, processors, and cooperatives (65 FR 380,
January 5, 2000; extended at 65 FR 39107, June 23, 2000). The second emergency interim
emergency rule established sector allocations, cooperative regulations, sideboards, and catch
monitoring requirements for the AFA fleets (65 FR 4520, January 28, 2000; extended at 65 FR
39107, June 23, 2000).

February 2000. At its February, 2000, meeting in Anchorage, the Council reviewed its
revised analysis of groundfish processing sideboards and excessive share processing caps and
requested analysis of several additional issues with the intent that the analysis would be reviewed
again in June 2000. The Council postponed action on proposed changes to the structure of the
inshore cooperative program and independent catcher vessel proposal until June 2000. Finally, at
this meeting, the Council and NMFS decided it would be appropriate to expand the environmental
assessment (EA) prepared for Amendments 61/61/13/8 into an EIS given the magnitude of the
proposed management program to implement the AFA.

April 2000. At its April, 2000, meeting in Anchorage, the Council received extensive
testimony from industry on several elements of Amendments 61/61/13/8. Catcher vessel owners
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requested that the Council consider revising several of its recommendations related to catcher vessel
sideboards, retirement of vessels, and the formula for calculating inshore cooperative allocations.
The Council requested preparation of a supplemental analysis of these issues for consideration in
June 2000. The Council also received testimony from crab fishermen who opposed the crab
processing caps implemented in 2000 through emergency interim rule. The Council announced its
intent to examine alternatives for crab processing caps at its June 2000 meeting with final action on
any changes scheduled for September 2000. In addition, the April Council meeting was used as a
scoping meeting to solicit input from the public on issues and alternatives that should be addressed
in the EIS under preparation for Amendments 61/61/13/8.

June 2000. At its June, 2000, meeting in Portland, the Council reviewed its analysis of
proposed structural changes to the inshore cooperative program and recommended two changes
related to retirement of vessels and allocation formulas that would supersede the measures set out
inthe AFA. These changes were incorporated as revisions to Amendments 61/61/13/8. The Council
also examined the issue of groundfish processing sideboards and excessive processing share caps
and voted to release its analysis for public review with intent to take final action on these measures
at its October 2000 meeting. The Council’s original intent was to include groundfish processing
sideboards and excessive processing share caps in Amendments 61/61/13/8. However, due to the
extensive additional analysis required for these two issues, the Council has decided not to address
these issues under Amendments 61/61/13/8 but rather submit them as separate amendments at a later
date.

September 2000. At its September, 2000, meeting in Anchorage the Council voted to add
1998 to revise the basis years used to calculate crab processing sideboard amounts by adding 1998
and giving it double-weight. In other words, 1995-1998 would be used to determine crab processing
history with the 1998 year counting twice. This change represented the Council’s final revision to
Amendments 61/61/13/8 before official submission of the Amendments to the Secretary of
Commerce for review and approval.

October 2000. At its October 2000 meeting in Sitka, Alaska, the Council considered the
issues of BSAlI pollock excessive processing share limits and groundfish processing sideboard limits.
The Council adopted a 30 percent excessive processing share limit for BSAI pollock that would be
applied using the same 10 percent entity rules set out in the AFA to define AFA entities for the
purpose of the 17.5 percent excessive harvesting share limit contained in the AFA. This action
represents the Council’s final revision to Amendments 61/61/13/8 before official submission of the
Amendments to the Secretary of Commerce for review and approval. With respect to groundfish
processing sideboards, the Council took no action. The Council believed that placing non-pollock
groundfish processing limits on AFA processors could have negative effects on markets for both
AFA and non-AFA catcher vessels. In addition, the Council concluded that its suite of harvesting
sideboard restrictions on AFA catcher vessels and catcher/processors also served to protect non-AFA
processors in the BSAI which are primarily non-AFA catcher processors. Instead of imposing non-
pollock processing limits on AFA processors, the Council indicated its intent to explore revisions
to its Improved Retention/Improved Utilization (IR/IU) program that could provide a more level
playing field for non-AFA catcher/processors.

April2001. The Council reviewed an FMP amendment that would allow catcher vessels that
are members of inshore cooperatives to lease their allocation to other members of the inshore
cooperatives that are not a part of their cooperative. Both the catcher vessel’s cooperative and the
processor associated with that cooperative would need to give their permission before the lease could
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take place. The Council also received a report from industry on efforts to reduce salmon bycatch.
There proposal includes industry imposed penalties for individuals that exceed bycatch standards.
The Council commended them on their efforts to reduce bycatch and encouraged them to move
forward with implementing the program.

June 2001. The Council approved the amendment to allow members of the inshore sector
to lease their BSAI pollock allocation to members of another inshore cooperative. The Council also
initiated analyses to study the impacts of allowing inshore floating processors to operate in more
than one geographic location in the BSAI during a year. They also indicated they would start
working, once again, on proposals to protect non-AFA processors from negative impacts which may
result from the AFA.

1.2 Recent Congressional Actions

During October 2001 Congress eliminated the December 31, 2004 sunset date included in the
original AFA and replaced it with a September 30, 2004 reauthorization date (Section 211, P.L. 107-
77). The conference report language provided below indicates that Congress intends to have a
thorough review of the program at that time.

“Sec. 211.—The conference agreement includes a new section 211 that amends
section 213 of Public Law 105277, the American Fisheries Act. This change would
delete a sunset provision and instead authorize an annual appropriation, making
permanent the prohibition on direct pollock fishing by non-American Fisheries
Act(AFA) catcher/processors, even though this sector has some pre-AFA pollock
history. The conferees understand that North Pacific groundfish fishermen and
processors have agreed to work together on a proposal for consideration by the
North Pacific Fishery Management Council for non-AFA catcher/processors to
maximize utilization of their historic pollock catch. The conferees request that the
appropriate Commiittees be notified immediately should the Secretary determine
that the AFA statute precludes the Council from developing a regulation
implementing the aforementioned agreement. The substitution of a September 30,
2004 reauthorization date for the original December 31, 2004 sunset date is
intended to ensure a full Congressional review of the AFA within six years of its
passage, as originally planned. This will also allow consideration of AFA issues
during the reauthorization of the Magnuson-Stevens Fishery Conservation and
Management Act. Further, the conferees expect that any further authorization
changes to the AFA will be addressed through the authorization committee
process.”

The Council may request that the Secretary of Commerce enact an agreement which allows non-AFA
catcher/processors to maximize their utilization of their pollock catch history, so long as the
agreement does not recommend that they be allowed to participate in the directed pollock fishery.
That is prohibited since Section 213(c)(1) of the AFA prohibits the Council from modifying Section
208 of the AFA. Recall that section 208(e)(21) defines the eligibility requirements for AFA
catcher/processors not listed by name earlier in Section 208(e).
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1.3 Timing of the Report

As might be conjectured from the meeting summaries above, implementing the AFA has consumed
much of the Council’s meeting time over the past two years. In total, developing documents and
disseminating information has also consumed over 30 percent of the Council’s staff time from
November 1998 through October 2001. NMFS has also allocated substantial amounts of staff time
to implementing the provisions outlined in the Act and related amendments approved by the Council
and SOC. Even with all of the effort that has been expended ensuring that the AFA is successful,
many of the impacts of the program are only now being realized. The catcher/processor sector of
the pollock fishery has been operating under a cooperative system since the beginning of 1999. The
mothership and inshore sectors only been operating under a cooperative system since January 2000.
Therefore, for two of the three industry sectors we have just two years of experience on which to
draw conclusions.

2.0 Impacts Resulting from Implementation of the AFA

This chapter is organized using the same topic headings that were requested in the AFA by Congress.
The first section will provide information on conservation and management. Section two provides
a summary of how bycatch rates have changed under the cooperative fishing system. Section three
provides information on the various fishing communities. The fourth section discusses impacts
resulting from the fleet’s business and employment practices. Section five provides a discussion of
the impacts on the CDQ communities. Section six provides a discussion of impacts on fisheries
outside the Council’s jurisdiction. Finally, the last section focuses on other issues not specifically
requested in the language of the AFA, but that were thought to be of interest to Congress and the
Secretary of Commerce.

2.1 Conservation and Management
2.1.1 Conservation Issues

One of the goals of the AFA was to change the structure of the BSAI pollock fisheries to allow for
improved fishing practices. Less than optimal fishing practices often result from too much fishing
effort on the grounds. As more harvesting capacity is added to a fishery, vessel operators are
compelled to fish faster in order to maintain their historic share of the harvest. To maintain their
share of a fishery fishermen may invest in additional equipment to harvest fish faster, which leads
to other vessel owners upgrading their equipment to compete. This cycle leads vessel owners to
invest more capital into the fishery than is needed to optimally harvest the available catch.

Fishing faster often increases bycatch or reduces utilization rates of the fish that are processed. The
old adage “haste makes waste” could well be applied to pre-AFA BSAI pollock fishery. Slowing
down the rate pollock is harvested and processed was one of the results of the AFA, especially in
the non-roe seasons. Initial information indicates it has resulted in better fishing practices.
However, other changes have occurred in the pollock fishery during this same time period, as aresult
of Steller sea lion regulations, making it difficult to separate AFA impacts from those caused by
Steller sea lion management measures. Members of the BSAI pollock fishery have indicated that
while the Steller sea lion management measures require spreading out the fishery in time and space,
it was AFA that allowed members of the fishery to comply with those requirements in a rational
manner. Members of the BSAI pollock fishery credit the AFA with lessening the negative impacts
of Steller sea lion protection measures. Many small catcher vessel owners have indicated that

AFA Report to Congress 6



without the AFA it would have been very difficult to compete with the larger vessels as the fishery
was pushed farther offshore to avoid critical foraging areas and haul outs used by Steller sea lions.

The AFA mandated that two observers be onboard catcher/processors in the BSAI pollock fishery.
Prior to implementation of the AFA, catcher/processors were required to carry one observer 100
percent of the time. Now they are required to carry two observers 100 percent of the time. That
means there should be an observer collecting information on each haul. Before the AFA the
observer would need to sleep and have time off from his/her duties. Therefore, some of the hauls
were made without an observer present. Increased observer coverage should provide better
information on the actual harvest.

The AFA also mandated use of scales to more accurately weigh fish in the catcher/processor sector.
Prior to the use of scales on all vessels, NMFS would estimate the catch, in some cases, using
product weights and converting those products back to whole fish using product recovery rates. In
2000, all weights in the official NMFS catch data set for catcher/processors and motherships came
from observers/scales. Inshore data was still being derived from products that were produced.
However, NMFS is moving forward with a standardized scale program for the inshore sector. Once
implemented it will provide information similar to that collected from the catcher/processors and
motherships.

Public reporting of vessel-by-vessel catch and bycatch and the peer pressure that is associated with
having those reports made public is viewed by many persons involved in the fisheries as a positive
result of the AFA. Members of the industry can use the information to work closely together to
avoid areas of high bycatch. Persons monitoring the fishery from outside the industry know exactly
what each vessel is harvesting. The openness of the reporting ensures that the public has access to
how and by whom the resource is being used.

2.1.1.1 Fishing Practices

Background: The North Pacific Council manages the groundfish fisheries (including pollock) by
setting a Total Allowable Catch (TAC), based on the estimated stock size of each species or species
group. TACs have been set conservatively over the years, which has helped those species to remain
healthy levels of abundance. For some species conservative management means that the TAC is set
below the Allowable Biological Catch (ABC).

The Council has also implemented a self imposed 2 million metric ton annual harvest limit for the
BSAI. Therefore even when the best biological information indicates that a groundfish harvest of
more than 2 million metric tons would be acceptable, the NPFMC elects to never set TACs that will
in aggregate exceed that number. These management practices have helped to ensure that no
groundfish species are overfished, and that the groundfish stocks continue to remain healthy.

Steller Sea Lions: The AFA has created opportunities for the fleet to spread the BSAI pollock
harvest out over both time and space. These actions were proposed in the “Authorization of BSAI
Atka mackerel, and BSAI and GOA walleye pollock under the FMP between 1999-2002: Biological
Opinion 1" (BiOp1) and the “Revised Final Reasonable and Prudent Alternatives” (RFRPA) which
were designed to help aid the recovery of the Steller sea lion population in the North Pacific.
Implementation of the AFA likely helped the fleet in their effort to comply with the mandates
imposed in the BiOp1 and RFRPA by providing BSAI pollock fleet greater flexibility in their fishing
operations by eliminating the need to race to harvest BSAI pollock. However, without additional
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regulations to those included in the AFA, the fleet would not have had incentives to fish outside of
Steller sea lion critical habitat or spread out the times of year when pollock are harvested. The fleet
would be inclined to decrease catch rates to levels where the vessels and plants can operate most
efficiently. From a processor’s view point it would make little sense to slow the harvest of pollock
to levels where their plants could not operate in an efficient and profitable manner; from a vessel’s
view point it would not make sense to harvest only partial loads or increase the time between
deliveries for vessels. Variable operating costs increase as the season is lengthened. For example,
it may cost vessels an additional month of insurance premiums and increase food costs to keep the
crew on board for longer times. Increased waiting times would like make the crew unhappy because
they would realize they could be making the same amount of money in less time. What does make
sense is for vessel and processor owners to use less equipment more efficiently to harvest and
process their BSAI pollock allocation. The AFA has provided the tools and incentives to remove
the least efficient equipment from the fishery, which has reduced overall harvesting and processing
capacity.

Implementation of the AFA alone would not have created economic incentives for the fleet to meet
the mandates required to protect the Steller sea lion population. Without additional regulations such
as those contained in the BiOp1, economic incentives would have still existed for the fleet to fish
inside Steller sea lion critical habitat. The primary reason they would continue to want to fish inside
sea lion area is to reduce fishing costs (assuming pollock catch rates are the same or greater inside
those areas). Sea lion protection areas are closer to the plants in Unalaska and Akutan and therefore
less time and fuel would be required when fishing in those areas. The fleet would also prefer to
harvest more pollock during the roe season when the females bearing prime roe are most valuable.

Overall, the AFA has provided the tools and incentives for the BSAI pollock fleet to improve their
fishing practices by ending the race for pollock. However, the AFA creates few incentives for
fishermen to modify their behavior when it results in increased costs or lowers the overall revenues
they could derive from harvesting a set quota.

Safety: The AFA pollock fleet has indicated that the fishery is much safer now that it is operating
under a cooperative system. Vessel owners and skippers no longer feel compelled to fish during bad
weather. They know that under the AFA cooperative style of management their allotment of pollock
will be waiting for them when the weather improves. Though no actual data exists regarding
improvements in safety, members of the pollock industry have noted it during public testimony. The
CDQ communities have also noted that the safer working conditions made it is easier to recruit
Western Alaska residents to work onboard the at-sea vessels (see Section 2.5.1). This has helped
to provide acceptable jobs for the residents of communities with limited employment opportunities.

Cooperation Within the Fleet and With NMFS: Participants in the BSAI pollock fishery have stated
that they have never worked more closely with each other and with NMFS than they are currently
doing under the cooperative management system. Cooperatives and inter-cooperative agreements
have required that industry work together to solve problems that arise in their industry. They also
must police each other to ensure that the bylaws included in the cooperative and inter-cooperative
agreements are adhered to by the parties which signed the contract. These mechanisms developed
by industry to manage their fishery have worked very well. According to persons intimately
involved with the program they have worked better and been more effective than was anticipated.
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Quota Management: Fishing practices under the cooperative structure have allowed more precise
harvests of the pollock TAC to occur without exceeding the total allowable catch. Prior to the AFA
NMEFS would shut the fishery down when they predicted the TAC would be harvested. Now it is
up to the cooperatives and the individuals within each cooperative to ensure their portion of the
harvest allotment is not exceeded. If an individual does over harvest their allowance, then they are
subject to fines and sanctions by their cooperative. If a cooperative exceeds their allocation, they
are subject to sanctions imposed by NMFS. Both sets of sanctions have been set a levels that
encourage compliance by the fleet.

2.1.1.2 Utilization of the Pollock Harvested

Higher utilization rates have resulted from fishermen and processors being guaranteed a specific
percentage of the BSAI pollock fishery. Since the approximate amount of pollock going into a
processing plant is known at the beginning of the year, the only way to increase production is to
better utilize the fish being delivered. Slowing the rate pollock can be harvested while still allowing
vessels and processors to maintain their share of the fishery has resulted in more product being
produced. This occurred because the factories can operate slower, taking more care to extract
useable products from the fish that are harvested.

Members of the AFA are keenly aware of the importance of utilization rates in terms of their own
bottom line. Processors that are able to generate more product from a given amount of pollock
would likely'® increase their revenues. This also translates to increased profits for the firm, if they
are able to produce that product for less than the cost of production.

Great emphasis was placed on better utilization of the pollock resource during the Inshore/Offshore-
3 allocation debate. Therefore processors have been pleased to report the increases in utilization
rates that have occurred under the AFA. According to information presented in the
catcher/processors’s cooperative report, utilization rates in their sector increased about 26 percent
from 1998 to 1999 (the overall utilization rate in 1999 was just over 25 percent) and about 35 percent
from 1998 to 2000 (the overall utilization rate in 2000 was just over 27 percent). This indicates that
companies in the catcher/processor sector are indeed utilizing more of the resource that they have
been given the right to harvest under the AFA. It also indicates that the factory managers of these
processing facilities are becoming even more important members of the company’s staff than they
were prior to implementation of the AFA.

The inshore sector also increased their utilization rate of BSAI pollock after cooperatives were
implemented. Members of the inshore sector increased their utilization rate about 2.3 percent from
1999 to 2000. Their overall utilization rates increased from 35.8 percent in 1999 to 36.6 percent in
2000 (their utilization rate was about the same in 1998 as it was in 1999). While their increase was
not as great as that seen in the catcher/processor sector, it still indicates they were able to produce
about 4,000 mt more product in 2000 relative to what they would have produced had their utilization
rate remained at the 1999 levels.

The mothership sector was able to produce a total of 26,302 mt of products from the 98,284 mt of
pollock they harvested in 2000. That equates to a utilization rate of 26.8 percent. In 1999 the
mothership sector was able to produce 18,053 mt of product from a harvest of 86,601 mt of pollock.

"Revenues would not increase if the greater supply of products on the market caused the price to drop to a level
where the increased production did not offset the decrease in price.
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Calculating the utilization rate indicates that the 20.8 percent of the harvested pollock was converted
to saleable products. The mothership sector’s pollock utilization rate in 1998 (20.7 percent) was
almost exactly the same as it was 1999. Comparing the utilization rates before cooperatives were
in place in 1999 and after they were implemented shows that utilization rates increased by almost
29 percent.

Table 2.1.1-1 shows a summary of the impacts of the AFA on pollock utilization rates. It shows that
each sector was able to increase their utilization of the pollock they harvested after cooperatives
were implemented. Utilization rate increases were most dramatic in the mothership and
catcher/processor sectors. However, the inshore sector still produces the most product from each
ton of pollock harvested.

Table 2.1.1-1. Pollock utilization rate (percent) by sector from 1998-2000.

Sector 1998 1999 2000
Catcher/Processor 20.3% 25.5% 27.5%
Inshore 35.7% 35.8% 36.6%
Mothership 20.7% 20.8% 26.8%

Source: NMFS Weekly Production Reports and Blend data from 1998-2000.

Note 1: Bolded numbers represent years when that sector was operating under a cooperative structure.

Note 2: In 2000, all of the Blend data for the catcher/processor and mothership sectors was derived from Observer data,
while about 98 percent of the inshore catch was calculated by converting product weights (Weekly Production Report data)
to round weight.

A summary of the product mix produced by each of the AFA processing sectors are provided below.
The pie charts show the percentage of each product made from pollock during the years 1998-2000.
Those charts indicate that the inshore sector produces the most diverse suite of product while the
mothership sector concentrates its efforts on surimi, roe, meal, and oil.
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Figure 2.1.1-1 Mothership Product Mix, 1998-2000
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Figure 2.1.1.-2 Catcher/Processor Production, 1998-2000
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Figure 2.1.1-3 Inshore Processing Plant Production, 1998-2000
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2.1.2 Management Issues

Implementation of the AFA has been a major project for the Council and NMFS over the past 2 /2
years. The Council has made recommendations to the U.S. Secretary of Commerce (SOC) on several
issues that were left to their discretion. A summary of the actions taken at various Council meetings
was provided in Section 1.1. Developing the regulations necessary to implement cooperatives in the
inshore and mothership sectors by the start of the 2000 fishing season was a monumental
undertaking. However, the Council and NMFS were able to implement those regulations on
schedule through the emergency rule process. Since January 2000 all sectors of the BSAI pollock
fishery have been operating under cooperatives, and according to most reports, the cooperative
fishing structure made possible through the passage of the AFA has been successful.

2.1.2.1 U.S. Ownership Standards

Increasing the percentage of U.S. ownership in vessels operating in the territorial waters of the U.S.
was a primary goal of the AFA. Implementation of the U.S. ownership standards prescribed in the
AFA is the responsibility of the Maritime Administration (MarAd) within the U.S. Department of
Transportation. MarAd was directed to amend section 12102(c) of Title 46 to require 75 percent
U.S. ownership of vessels participating in fishery operations in U.S. waters. Final regulations
implementing this portion of the AFA were published in the Federal Register on July 19, 2000, for
vessels greater than or equal to 100 feet in registered length. The new ownership standards outlined
in the AFA will go into effect on October 1, 2001. Vessels that do not meet that standard have
reorganized their ownership, are in the process of reorganizing their ownership, or are applying for
an exemption because of a conflict with an existing law, treaty, or regulation. A list of the vessels
that have applied for exemptions to the AFA are provided on the MarAd web site
(http://www.marad.dot.gov/afa.html).

Information obtained from MarAd indicates that a total of 24 vessels have applied for an exemption
to the 75 percent U.S. ownership requirements because of treaties the vessel owner’s country has
with the U.S. Those vessels are listed in Table 2.1.2-1. The first column of the table shows the
number of vessel owners. Note that some of the owners control more than one vessel. The second
and third columns are the vessel’s name and official number, respectively. The fourth column lists
the country with whom the U.S. has a treaty and which the owners are petitioning under. The fifth
column lists the interest the country has in the vessel. Finally, the last column provides comments
on the status of the petition or other relevant information.

To date, a total of six vessel’s petitions have been ruled on by MarAd. Those six vessels have been
allowed to continue to participate in the fishery under their current ownership. However, when their
ownership changes they will be required to sell to U.S. owners that meet the AFA requirements.

An example of a company that restructured their ownership is American Seafoods. American
Seafoods Company was the owner of several catcher/processor vessels prior to passage of the AFA.
American Seafoods was owned by Aker RGI of Norway. Passage of the AFA required that
American Seafoods restructure their ownership. The vessels previously owned by American
Seafoods are now primarily owned by Centre Partners Management LLC. Other groups holding
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interest in the company are Coastal Villages Regional Fund'® (22 percent), Central Bering Sea
Fishermen’s Association (4 percent), and Aker RGI (less than 10 percent). Other companies also
were require to restructure their ownership to comply with the new requirements. Currently all
pollock vessels fishing in Alaska waters must meet the mandated ownership standards.

Table 2.1.2-1 Petitions filed with MarAd for relief from the 75 percent U.S. ownership requirements.

AFA - Section 213(g) Petitions

Owner|Vessel Name Off. No. |Treat Owner/Mort.| Comments
1|PACIFIC KNIGHT 561771|Japan Owner Determination Issued
2|ARCTIC STORM 903511|Korea Owner Determination Issued
SEA STORM 628959|Korea Owner Determination Issued
ARCTIC FJORD 940866|Korea Manager Determination Issued
NEAHKAHNIE 599534|Korea Manager Determination Issued
3|ARICA 550139|Denmark  |Owner Determination Issued
4|ALASKA ROSE 610984 |Japan Owner/Mort.
BERING ROSE 624325|Japan Owner/Mort.
SEA WOLF 609823|Japan Owner/Mort.
S|FRONTIER SPIRIT 951441|Japan Owner/Mort.
FRONTIER MARINER 951440}Japan Owner/Mort.
FRONTIER EXPLORER | 975015|Japan Owner/Mort.
6]GREAT PACIFIC 608458|Japan Owner/Mort.
7IMORNING STAR 610393|Japan Owner/Mort.
8|PACIFIC PRINCE 697280|Japan Guarantee Mortgagee Issues will not be ruled
on in light of amendments to AFA
CAITLAN ANN 960836)Japan Guarantee Vessel < 100" (USCG must rule on
vessels less than 100"
9|DEFENDER 554030(Japan Mortgagee  |Mortgagee Issues will not be ruled
on in light of amendments to AFA
10| WESTWARD I 615165|Japan Owner (Maruha Vessels)
VIKING 565017|Japan Owner
CHELSEA K 976753|Japan Owner
ALASKAN COMMAND | 599383|Japan Owner
11|SEAFISHER 575587|Japan Owner/Mort. |H&G - Outside Pollock
12|PAPADO II 536161|Japan Mortgagee  |Mortgagee Issues will not be ruled
on in light of amendments to AFA
ALYESKA 560237|Japan Mortgagee  |Mortgagee Issues will not be ruled
on in light of amendments to AFA

Source: U.S. Department of Transportation - Maritime Administration

' Additional information on the impacts of the new ownership requirements are reported in the CDQ section of
this report (Section 2.5)
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2.1.2.2 Non-AFA Catcher/Processors That Had Recent History in the BSAI Pollock Fishery

Some members of the H&G fleet (non-AFA catcher/processors) had participated in the directed
BSAI pollock fishery from 1996-98, but did not meet the AFA’s landings requirement defined in
Section 208(e)(21). By not meeting the Section 208(e)(21) landing requirement, these vessels are
currently prohibited from participating in the directed BSAI pollock fishery. The owners of some
of these vessels feel that provision is too restrictive because it defines eligibility based on a single
year of participation and sets a tonnage minimum that exceeds the participation levels of a typical
H&G catcher/processor vessel. They also feel that they were not compensated for their losses in the
directed pollock fishery as were the nine retired catcher/processors, and that they continue to suffer
financial losses because of their lack of access to the directed pollock fishery.

Owners ofthe excluded catcher/processors also feel that the October 2001 AFA amendment (Section
211, P.L. 107-77) compounded the adverse effects of section 208(e)(21) by removing the AFA’s
sunset provision. Removal of the sunset clause made the program permanent, but scheduled a review
of the program for September 30, 2004. The conference report (H.Rpt. 107-278) accompanying that
legislation stated that it makes

“permanent the prohibition on directed pollock fishing by non-American Fisheries

Act (AFA) catcher/processors, even though this sector has some pre-AFA pollock
history. The conferees understand that North Pacific groundfish fishermen and
processors have agreed to work together on a proposal for consideration by the
North Pacific Fishery Management Council for non-AFA catcher/processors to
maximize utilization of their historic pollock catch. The conferees request that the
appropriate Committees be notified immediately should the Secretary determine
that the AFA statute precludes the Council from developing a regulation
implementing the aforementioned agreement.”

Since the sunset provision was removed from the AFA the Council has concurred that they have no
authority to alter the list of AFA eligible vessels, because the eligibility criterion is contained in one
of the two sections of the Act that the Council is prohibited from modifying. However, the Council
has gone on record stating that they may consider other ways to allow maximum utilization of the
pollock history of non-AFA catcher/processors.

2.1.2.3 AFA Participants

Limiting participation in the BSAI pollock harvesting and processing sectors was also included as
part of the AFA. Currently there are eight inshore processing plants eligible to participate in the
BSAlIpollock fishery (only seven are currently associated with a cooperative), 21 catcher/processors,
three motherships, and 112 catcher vessels. Each of these vessels and cooperatives (processors) are
reported by their name and the sector they belong to in Appendix 1.
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2.1.2.4 AFA Vessels That Did Not Fish BSAI Pollock in 2000.
2.1.2.4.1 Ineligible Catcher/processors

Nine catcher/processors were permanently removed from all fisheries conducted in U.S. waters
through the AFA buyout provision. Those vessels have not been operating in any fishery since the
end of 1998, pursuant to the requirements of the AFA. Eight of those vessels have been scrapped
in a San Francisco shipyard. A list of the vessels removed from the fishery are:

1). American Empress (United States Official Number 942347)
2). Pacific Scout (United States Official Number 934772)

3). Pacific Explorer (United States Official Number 942592)
4). Pacific Navigator (United States Official Number 592204)
5). Victoria Ann (United States Official Number 592207)

6). Elizabeth Ann (United States Official Number 534721)

7). Christina Ann (United States Official Number 653045)

8). Rebecca Ann (United States Official Number 592205)

9). Browns Point (United States Official Number 587440)

The nine ineligible catcher/processors accounted for approximately 10 percent of the overall BSAI
pollock harvest prior to implementation of the AFA. That is about two-thirds of the amount of
BSAIpollock given up by the catcher/processor sector relative to the amount it harvested in the years
prior to the AFA, though about the same percentage of the BSAI pollock fishery, relative to what
they would have been allocated under the proposed Inshore/Offshore-3 amendment package. The
value of 10 percent of the BSAI pollock TAC was used to determine the compensation that the
inshore sector would pay'’ the owners of the ineligible catcher/processors for the right to harvest that
additional 10 percent of the pollock TAC. In total, two companies in the catcher/processor sector
were paid $95 million by the U.S. government to retire the above vessels or to relinquish part of their
BSAI pollock catch history to the inshore sector. Seventy-five million dollars was in the form of a
loan and the remaining $20 million was a Federal grant and did not require repayment.

2.1.2.4.2 Catcher/Processors Not Participating in 2000

A total of 20 catcher/processors are listed by name in the AFA as being eligible to participate in
harvesting and processing BSAI pollock. One additional Head and Gut (H&G) catcher/processor
meet the requirements in the AFA that allows them to harvest and process up to 2,000 mt of BSAI
pollock annually and was active in the 2000 fishery.

During the 2000 fishing season only 14 of the 20 listed catcher/processors actively participated in
the BSAI pollock fishery. The owners of Alaska Trawl Fisheries, Inc. sold their harvest rights to
other members of the Pollock Conservation Cooperative'® (PCC) prior to the 2000 fishing season.
Their vessel, the Endurance, has left the fishery and reflagged to another country. Under the AFA,
it has been made permanently ineligible for a fishery endorsement, so it cannot participate in the

""The Inshore sector is required to pay a fee of 0.6 cents for each pound of pollock they harvest in order to repay
the $75 million federal loan that was part of the AFA.

8 PCC is comprised of all of the owners of the listed catcher/processors in the AFA.
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BSAI pollock fishery or any other U.S. fishery which requires a fishery endorsement. Two of the
five remaining vessels that did not participate (the American Dynasty and Katie Ann) are owned by
American Seafoods. They were able to harvest their allocation of 162,017 mt plus an additional
8,010 mt of BSAI pollock with their five remaining vessels. The three remaining vessels (American
Enterprise, Seattle Enterprise, and US Enterprise) are owned by Trident Seafoods. Trident harvested
61,200 mt of BSAI pollock with their two active catcher/processors and leased the balance (5,515
mt) of their allocation.

In summary, 6 of the 20 listed catcher/processors in the AFA did not participate in the 2000 BSAI
pollock fishery. One of those vessels was permanently removed from the fishery because it has
reflagged to another country and thereby been rendered permanently ineligible under the AFA for
a fishery endorsement. The other five vessels were idled by their owners because their remaining
vessels were able to harvest their assigned pollock more efficiently. These vessels might be
considered excess capacity at the TAC levels set for the 2000 fishery. Should the TAC increase
these vessels may reenter the fishery to ensure the quota is harvested. However, these vessels are
also being kept available in case the AFA is not renewed or the cooperative system of management
fails. If either should occur, the vessel owners would want to have the idled vessels ready to reenter
an open access style fishery.

In addition to the nine catcher/processors listed as ineligible in the AFA, there were also other
catcher/processors that are excluded from participating in the BSAI pollock fishery. The owner of
two such vessels (American No. 1 and U.S. Intrepid) submitted comments to the Council indicating
that despite their histories in the pollock fishery they were excluded from future participation. They
also indicated that they had made major investments to purchase and retrofit a vessel, anticipating
continued access to the BSAI pollock fishery. Since they were prevented from participating in the
fishery, they estimated that they had lost “millions of dollars in unharvested pollock.”

The owners of these vessels feel that the legislative process by which vessels were qualified under
the AFA was “patently unfair”, and that the process was driven by a few self-appointed industry
representatives. They continue to feel as though they were “ejected” from the fishery by their
competitors, and that they would have been allowed to participate in the fishery if the management
had been left to the Council process.

2.1.2.4.3 Catcher Vessels not Participating in 2000

Catcher/Processor Sector. Seven catcher vessels were assigned harvest rights for 8.5 percent of the
catcher/processor sector’s BSAI pollock allocation under the AFA. In 2000, the seven catcher
vessels leased all of their harvest rights back to the catcher/processors and did not fish for BSAI
pollock. Two of those vessels were owned by the same entities that own catcher/processors. The
other five vessels have no know ownership links with the catcher/processors. All seven catcher
vessel owners presumably leased/transferred their pollock rights because it was more profitable to
do so than harvesting the pollock themselves. There is no information available to the Council on
the compensation that was paid to the catcher vessels for the leased pollock.

Mothership Sector. Two of the 20 catcher vessels in the mothership sector leased all of their BSAI
pollock harvest rights in 2000 and did not participate in that fishery. The two vessels were the
Margaret Lyn and the Pacific Alliance. The Margaret Lyn did participate in the open access portion
of the inshore BSAl pollock fishery in 2000. That vessel has joined the Akutan Cooperative in 2001.
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The Pacific Alliance has been replaced for the 2001 fishery, under the AFA standards, by the
Morning Star (USCG number 618797).

Inshore Sector. The structure of inshore cooperatives has made it more difficult for vessels to retire
from the fishery than it was for vessels in other sectors. However, changes have been made to the
inshore cooperative structure which determines the cooperative vessels qualify to join. Those
changes will be discussed in more detail later in this document. Because of the uncertainty
surrounding those changes several vessels have leased only part of their harvest rights to ensure that
they would qualify for their cooperative in 2001. Four inshore catcher vessels leased all of their
BSALI harvest rights in 2000. Those vessels were the Pacific Monarch (Unisea), Hickory Wind
(Westward), Messiah (Unalaska), and Miss Amy (Unalaska). Several other vessels leased most of
their harvest rights, but elected to make at least one pollock landing to ensure they remained eligible
for their cooperative. Now that the inshore cooperative structure has been modified so that vessels
are not required to harvest pollock each year to remain eligible for their cooperative, it is likely that
more vessels will elect to lease all of their inshore sector harvest rights in the future.

2.1.2.5 Repayment of Federal Loan by the Inshore Sector

Paying the 0.6 cent fee for each pound of pollock harvested to repay the federal loan should not have
been a substantial economic burden for the inshore catcher vessels (and likely processors) during
2000. Preliminary information from the 2000 Commercial Operators Annual Reports (COAR)
collected by the State of Alaska indicate that the pollock prices paid to catcher vessels in the inshore
sector were approximately 11.5 cents per pound on average over the entire year. That is price is
about 2 to 3 cents per pound higher than catcher vessels have been paid in the recent past'’.
Therefore, the higher prices received during 2000 and the increased allocation should more than off-
set the fee charged to repay the loan. Lower ex-vessel prices, should they exist in the future, will
create more of an economic hardship for the inshore sector as catcher vessels and processors repay
the 0.6 cents per pound fee.

The higher price in 2000 was reportedly a result of a strong roe market during the spring fishery.
According to public testimony provided at the June 2000 Council meeting, pollock ex-vessel prices
were reported to range between 15 and 20 cents per pound during the roe season. Whether that
market will be as strong next year is unknown. Preliminary reports, based on discussions with
members of the fishing industry, have suggested that ex-vessel prices during the non-roe season
(summer and fall seasons) were 7.8 to 8.5 cents per pound. The difference between the roe and non-
roe season prices reflect the strong market for roe while to the market for other products such as
surimi and fillets was less robust. Overall, prices reported in a less formal manner seem to comport
fairly well with the ex-vessel pollock price of 11.5 cents per pound that was reported in the COAR
data for the entire season.

If ex-vessel pollock prices are lower in future years it will create more of an economic hardship for
the inshore catcher vessels as they and their processors pay the 0.6 cents per pound fee that is
collected to repay the $75 million Federal loan. However, since we do not have cost information to

"NMFS. 1999. Economic status of the Groundfish Fisheries off Alaska, 1998. Hiatt, T. and Terry, J. Reports
ex-vessel BSAI polllock prices from 1993-97 to range from 6.6 cents to 9.8 cents per pound. A 1998 inshore price of 8.5
cents per pound was used in BSAI FMP Amendment 51. The preliminary 1999 ex-vessel price was reported to be less than
10 cents per pound based on personal communication with members of industry.
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determine the profitability of firms in the industry, it is not possible to determine the ex-vessel price
where firms would be projected to break-even.

2.1.2.6 Protecting Other Fishery Participants

Protecting participants in other U.S. fisheries, that could be negatively impacted by the BSAI pollock
fleet, is required by the AFA. Development of these protective measures can be divided into two
basic sections. The first section describes protections for persons/companies that harvest fish and
are not part of the BSAI pollock fleet as defined in the AFA, and the second section is protection of
non-AFA fish processors.

2.1.2.6.1 Catcher Processor Sideboard Restrictions

Protections the Council has developed for non-AFA fish harvesters differ depending on whether they
are applied to AFA catcher vessels or catcher/processors. Some of the restrictions were specified
in the Act, while others were to be developed by the Council. Most of the restrictions specified in
the AFA apply to the catcher/processor sector.

Gulf of Alaska: The 20 catcher/processors listed in the Act are restricted from harvesting any GOA
groundfish. These vessels have had limited participation in the GOA since the implementation of
the Inshore/Offshore program in 1992. Inshore/Offshore restrictions limited processing by
catcher/processors and motherships defined as offshore® to only 10 percent of the GOA Pacific cod
allocation. No allocation of GOA pollock was make available to the offshore sector. Given that the
Pacific cod allocation only covered bycatch needs in other fisheries, the two primary GOA target
fisheries for larger trawl catcher/processors were closed with the passage of Inshore/Offshore.
However, members of that fleet have had limited participation in other GOA fisheries since 1992.

Since the AFA catcher/processors have had relatively small annual catches (between 2,000 and
3,500 mt) in the GOA during the 1995-97 time period, primarily as a result of Inshore/Offshore
regulations, forgoing their rights to the GOA fisheries should not impose a substantial economic
burden to the members of that fleet. It will also ensure that the catch previously taken by these
vessels will be available to the non-AFA fleet. The AFA catcher vessels will be subject to their own
harvest restrictions in the GOA.

With the passage of the AFA, catcher/processors will forgo the economic benefits they generated
from fishing in the GOA for the right to become a member of the BSAI pollock fleet. Because the
catcher/processors were willing to forgo the opportunity to fish the GOA, we may assume that they
were able to increase revenues sufficiently from fishing in the BSAI under the AFA cooperative
structure to make up for the revenues which are lost by not fishing in the GOA.

Bering Sea/Aleutian Islands: AFA catcher/processors are allowed to harvest no more than their
traditional catch levels in the BSAI groundfish fisheries. Defining traditional catch and management
of that harvest was left up to the Council and NMFS to determine. The Council originally defined
traditional catch as the total catch in the non-pollock target fisheries of the 29 active and ineligible

POffshore processors are those that process less than 126 mt of round fish during a week and are less than 125
feet in length. All of the AFA catcher/processors and motherships were considered offshore under Inshore/Offshore
regulations.
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catcher/processors listed in the Act from 1995-97 divided by the total catch of all vessels fishing
from the available TAC those years. This original definition of traditional catch has been used for
the 1999, 2000, and 2001 fishing seasons. Therefore, NMFS has based the sideboard cap amounts
on the total catch of the 29 catcher/processors® in groundfish fisheries other than pollock and
managed the fisheries using directed fishery closures. In the case of Atka mackerel, the sideboard
amounts (expressed as a percentage of TAC) are in the language of the AFA.

The Council amended their traditional harvest definition in 1999 to be the retained catch in 1995-97
from all fisheries by the 29 active and ineligible catcher/processors listed in the Act relative to the
total catch. Including only the catcher/processor’s retained catch would exclude credit for any fish
that were discarded. Excluding discards from their catch history substantially reduced the size of
the sideboard caps for some species that were traditionally discarded when compared to total catch.
Preliminary data from Amendment 61 to the BSAI indicated that the yellowfin sole cap would be
reduced about 20 percent, Pacific cod less than 20 percent, rock sole about 65 percent, and other
flatfish about 70 percent. This magnitude of change may result in NMFS not opening some of these
fisheries at the beginning of the year, when they might have under the original definition.

BSAI harvesting caps were sufficient to open directed fisheries for the Pacific cod, Atka mackerel,
yellowfin sole, rock sole, and the other flatfish species fishery in 2000. The quantity of these species
available to the catcher/processors, the maximum percent of the TAC they are allowed to catch, and
their total catch are reported in Table 2.1.2-2 All other BSAI species remained closed to directed
fishing by the AFA catcher/processor fleet throughout 2000. A summary of the catcher/processor
sector’s fishing activities, in 2000, is included in their annual cooperative report. A copy of that
report is attached to this document as Appendix II.

The AFA catcher/processors harvested only a portion of their 2000 BSAI Pacific cod cap and did
not reach their halibut PSC cap. At the end of the year only about 33 percent of their 11,034 mt
BSAI Pacific cod cap was harvested. The fleet did not catch the entire sideboard amount in part
because the nine vessels that were retired from the fleet were the primary cod vessels. The
remaining AFA vessels did not harvest the entire cod sideboard in the spring when cod are schooled
for spawning. Once the cod disperse the catch rates drop and the fishery is no longer economical
for large scale catcher/processor operations. So after May, the AFA and non-AFA
catcher/processors seldom find cod in large enough concentrations to warrant a directed fishery.
Therefore, much of the cod that was remaining after the spring fishery was rolled over from the trawl
sector to the fixed gear allocation in the fall. It is expected based on public testimony that the three
catcher/processor companies with history in the cod fishery intend to harvest more of their cod
sideboards once they are more comfortable with the pollock fishery under cooperatives. Increases
in the pollock TAC during 2000 and 2001 have likely caused the transition period to be longer than
it would have otherwise. These vessel owners weighed the benefits of retaining the history of nine
retired vessels when they were negotiating the AFA. Since that catch was important in the
negotiations it should be expected that they would intend to utilize that history to increase revenues
in the future.

?IThis is the original definition of historic catch by the catcher/processor fleet used by the Council. NMFS will
begin using the revised definition passed by the Council the year following formal approval by the SOC and implementation
of those regulations.
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About 35 percent of both the yellowfin sole and rock sole sideboard caps were harvested by the AFA
catcher/processors in 2000. The NMFS Blend data report that only 460 mt of rock sole was taken
by AFA qualified vessels in a directed rock sole fishery during the first four months of the year. The
remainder of the rock sole harvest came as bycatch in other fisheries. The yellowfin sole was
primarily harvested during the month of April. In April the AFA catcher/processors harvested about
7,650 mt of yellowfin sole. That equates to over 90 percent of the yellowfin sole harvested by AFA
catcher/processors for the year.

In 1999, the catcher/processor sector also left substantial amounts of directed fishery species
unharvested. For example, 3,558 mt of cod remained unharvested under their sideboard cap,
meaning they harvested about 65 percent of the available cod sideboard amount. They also only
harvested about 28 percent of their yellowfin sole cap, 13 percent of the rock sole cap, and about 8
percent of their other flatfish cap. As shown in Table 2.1.2-2, they harvested slightly less of their
cod cap in 2000 and more of their flatfish caps.

Table 2.1.2 - 2. BSAI sideboard caps for the AFA catcher/processor fleet in 2000.

Species Percent | 2000 Harvest Harvest Percent of
of TAC Cap (mt) Amount Cap

(mt) Harvested
Pacific Cod 26.30% 11,034 3,602 32.64%
Atka Mackerel (West. AI) 20.00% 2,747 0 0.00%
Atka Mackerel (Cent. Al) 11.50% 1,314 3 0.23%
Yellowfin Sole 23.30% 24,412 8,589 35.18%
Rock Sole 7.30% 8,362 2,943 35.19%
Other Flatfish 13.10% 9,333 841 9.01%

Source: January 28, 2000 Federal Register Notice Titled "Fisheries of the Exclusive Economic Zone off Alaska; Emergency Interim Rule
to the Implement Major Provisions of the American Fisheries Act" and the Pollock Conservation Cooperative’s annual report.

As can be seen from the table above, no AFA catcher/processor sideboard caps were exceeded for
species where there was a directed fishery in 2000. They did however exceed four sideboard limits
for species that could only be taken as bycatch. Those species are squid, other red rockfish in the
Bering Sea, other rockfish in the Bering Sea, and Pacific Ocean Perch in the Bering Sea. The
sideboard levels were exceeded for these species because the overall catch limit was based on the
AFA catcher/processors’ historic catch in target fisheries other than pollock. These species are
traditionally taken in higher quantities in the pollock fishery compared to the harvest of those species
in all other BSAI target fisheries. Therefore, excluding the catcher/processors bycatch of these
species while targeting pollock did not generate a sideboard cap sufficient to cover their current
bycatch needs in the pollock fishery. Had the catcher/processor’s sideboards been based on total
catch in all fisheries, they would have likely stayed within all of their sideboard caps.

A complete listing of the catcher/processor sideboard caps and harvest amounts can be found in the

PCC report to the Council that is included under Appendix II. From that report it can be seen that
the catcher/processor sector stayed well within their sideboard caps for most species
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One reason that the catcher/processor sector was able to stay well within their sideboard caps is that
the catch history from the nine retired catcher/processors was included in the calculation of the caps
(see catch by fishery in Appendix III). Those nine vessels had traditionally participated in fisheries
other than pollock in addition their main pollock fishery. Including their catch history tended to
increase the overall sideboard levels, especially for species which they had targeted in the past. Had
the history of the nine catcher/processors not been included the sideboard caps, those caps would
have been much smaller for species like Pacific cod.

The sideboard caps seem to be working well in terms of constraining the overall harvest of the AFA
catcher/processors. However, the H&G* factory trawl sector has expressed concern over the
impacts the AFA catcher/processors might have on their sector in terms of when the AFA sector
harvests flatfish and the impacts they may have on their markets. Members of the H&G industry
remain concerned that additional effort in the flatfish fisheries, yellowfin sole for example, will
increase production of those species to a point where the market will be saturated® and the price will
drop to a level that will not sustain their fleet. The relation between quantity and first wholesale
prices cannot be estimated with data that are currently available, therefore it is not possible to
document the validity of those concerns in a quantitative manner. The members of this fleet are
thought to operate on relatively small profit margins. Minimal decreases in first wholesale price may
completely eliminate any profits they are generating in the fishery. Decreases in prices would be
expected if their markets are as sensitive to increases in quantity as they reported in the past.

2.1.2.6.2 Catcher Vessels Sideboard Restrictions

NMES uses the same management approach for catcher vessel sideboard caps as they did
catcher/processors. NMFS will close directed fisheries to AFA-listed catcher vessels when
sideboard amounts are inadequate to support a directed fishery. The closures will be timed so that
adequate amounts of the species are available for bycatch needs in other directed fisheries. This is
done to help ensure that no sideboard caps are exceeded. NMFS will only open directed fishing for
a species when adequate sideboard amounts exist at the start of the fishing year to cover both the
bycatch needs of that species in other fisheries and the directed fishery harvests. Basically what
NMEFS will do is determine the bycatch of each species that is required in all of the catcher vessel
target fisheries. Then they will subtract that amount from the available sideboard cap. The
remainder is the amount of a species the catcher vessel sector could use in a directed fishery. If that
amount is too small to manage as a target fishery, NMFS would issue a closure notice at the
beginning of the year and directed fishing for that species would not open.

Current observer coverage levels combined with a system of electronic catcher vessel delivery
reports should be adequate to monitor the aggregate activity of AFA-listed catcher vessels.
However, NMFS will require that all fish be weighed on a certified scale capable of storing fish
weights for confirmation by independent observers or other enforcement agents to ensure accurate

22The Head and Gut (H&G) sector is comprised of catcher/processors that are generally considerably smaller than
pollock catcher/processors and generally produce H&G and round products. There are approximately 28 vessels in that
sector primarily harvesting flatfish, Atka mackerel, and Pacific cod.

2Some members of the H&G sector have indicated in public comment that this could occur even when the entire
TAC is not harvested.
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reporting at the time fish are off-loaded. This paper trail is deemed necessary to verify that the
sideboard caps and directed pollock harvests are not being exceeded by the AFA fleet.

In 2000, NMFS prohibited directed fishing by non-exempt AFA catcher vessels for the species in
the specified areas set out in Table 2.1.2-3. The Regional Administrator made this determination
based on the AFA catcher vessel sideboard amounts listed in Tables 2.1.2-4 and 2.1.2-5. The
decision was based on the criteria that the sideboard amounts were necessary as incidental catch to
support other anticipated groundfish fisheries for the 2000 fishing year. Therefore, in accordance
with § 679.20(d)(1)(iii) of the FMP, only directed fisheries other than those listed in Table 2.1.2-3
were opened on January 20.
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Table 2.1.2-3. AFA catcher vessel sideboard directed fishing closures’.

Species Area Gear
acific cod BSAI fixed, jig
Eablefish BSAI trawl
Atka mackerel BSAI all
|Greenland Turbot BSAI all
Arrowtooth flounder BSAI all
acific ocean perch BSAI all
ther red rockfish BSAI all
harpchin/northern rockfish Al all
hortraker/rougheye rockfish Al all
ther rockfish BSAI all
quid BSAI all
ther species BSAI all
ollock 620, 630 outside Shelikof Strait all
ollock® 610, Shelikof Strait all
acific cod GOA all
eep water flatfish GOA all
lathead sole GOA all
hallow water flatfish GOA all
rrowtooth flounder GOA all
ablefish GOA trawl
acific ocean perch GOA all
hortraker/rougheye rockfish GOA all
ther rockfish GOA all
orthern rockfish GOA all
emersal shelf rockfish GOA all
hornyhead rockfish GOA all
I.—I

'Maximum retainable percentages may be found in Tables 10 and 11 to 50 CFR part 679. Note: These closures took effect
1/20/2000 except for pollock in area 610 and in the Shelikof Strait conservation zone which closes, 1/21/2000 and last
through, 12/31.
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Table 2.1.2-4. Interim 2000 BSAI AFA Catcher Vessel (CV) Sideboard Cap Amounts (mt).

Species Fishery by Area  Ratio 95-97 AFA 2000 Initial 2000 CV
/Season/ Proc./ Gear CV catch to TAC TAC a
Pacific cod BSAI

jig 0.0000 3,571 0

fixed gear
Jan 1 - Apr 30 0.0006 65,000 39
May 1 - Aug 31 0.0006 0 0
Sept 1 —Dec 31 0.0006 26,048 16

trawl gear
C/V 0.7291 41,953 30,588
C/P 0.0000 41,953 0
Sablefish BS trawl gear 0.0006 624 0
Al trawl gear 0.0608 515 31

Atka mackerel Eastern AI/BS

jig gear 0.0031 152 0

other gear
Jan1- Aprl5 0.0031 7,509 23
Sept 1-Novl 0.0031 7,509 23

Central Al
Jan - Apr 15 0.0001 11,424 1
inside CH 0.0001 7,654 1
Sept 1 - Nov 1 0.0001 11,424 1
inside CH 0.0001 7,654 1

Western Al
Jan - Apr 15 0.0000 13,736 0
inside CH 0.0000 7,829 0
Sept 1 - Nov 1 0.0000 13,726 0
inside CH 0.0000 7,829 0
Yellowfin sole BSAI 0.0712 104,773 7,460
Rock sole BSAI 0.0255 114,546 2,921
Greenland Turbot BS 0.0405 5,764 233
Al 0.0021 2,839 6
Arrowtooth BSAI 0.0583 111,350 6,492
Other flatfish BSAI 0.0558 71,242 3,975
POP BS 0.1018 2,210 225
Eastern Al 0.0048 2,886 14
Central Al 0.0011 3,247 4
Western Al 0.0000 5,245 0
Other red rockfish BS 0.0280 165 5
Sharpchin/northern Al 0.0015 4,764 7
Shortraker/roughey Al 0.0011 819 1
Other rockfish BS 0.0379 314 12
Al 0.0031 583 2
Squid BSAI 0.3885 1,675 651
Other species BSAI 0.0283 26,656 754

Source: NMFS January 28, 2000 Federal Register Notice. Emergency interim rule to implement major
provisions of the American Fisheries Act.
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Table 2.1.2-5. Interim 2000 GOA AFA Catcher Vessel (CV) Sideboard Caps (mt).

Species Apportionments by Area/ Ratio of 1995-97 AFA CV 2000 TAC 2000 CV
Season/ Processor/ Gear catch to 1995-1997 TAC sideboards
Pollock! A Season (W/C areas only)
| Shelikof Strait | 0.1672 | 14,366 | 2,402
| Shumagin (610) | 0.6238 | 5465 | 3,409
Chirikof (620) (outside 0.1262 3352 410
Shelikof)
| Kodiak (630) (outside Shelikof) | 0.1984 | 4278 | 849
| B Season (W/C areas only) | | |
| Shelikof Strait | 0.1672 | 7,183 | 1,201
| Shumagin (610) | 0.6238 | 2,732 | 1,704
Chirikof (620) (outside 0.1262 | 1,626 | 205
Shelikof)
| Kodiak (630) (outside Shelikof) | 0.1984 | 2,139 | 424
| C Season (W/C areas only) | | |
| Shumagin (610) | 0.6238 | 11,506 | 7,177
| Chirikof (620) | 0.1262 | 6,847 | 864
| Kodiak (630) | 0.1984 | 9,008 | 1,787
| D Season (W/C areas only) | | |
| Shumagin (610) | 0.6238 | 9,588 | 5,981
| Chirikof (620) | 0.1262 | 5,706 | 720
| Kodiak (630) | 0.1984 | 7,506 | 1,489
| Annual | | |
| E. GOA | 03642 | 8,800 | 3,205
Pacific cod? | W inshore | 0.1310 | 14,850 | 1,945
| offshore | 0.1026 | 1,650 | 169
| C inshore | 0.0542 | 24,538 | 1,330
| offshore | 0.0721 | 2,726 | 197
| E inshore | 0.0000 | 2,887 | 0
offshore 0.0078 321 3
Flatfish w 0.0000 280
deep-water | C | 0.0620 | 2,710 | 168
E 0.0021 2,310 5
Rex sole w 0.0043 1,230 5
| C | 0.0117 | 5,660 | 66
E 0.0026 2,550 7
Flathead sole w 0.0129 2,000 26
| C | 0.0097 | 5,000 | 49
E 0.0008 2,060 2
Flatfish w 0.0260 4,500 117
shallow-water | C | 0.0420 | 12,950 | 544
E 0.0106 1,950 21
Arrowtooth W 0.0047 5,000 24
Flounder | C | 0.0206 | 25,000 | 515
E 0.0016 5,000 8
Sablefish W. trawl gear 0.0023 368 1
| C. trawl gear | 0.0384 | 1,146 | 44
E .trawl gear 0.0236 288 7
Pacific Ocean w 0.0051 1,240 6
Perch | C | 0.0692 | 9,240 | 639
E 0.0225 2,540 57
Shortraker/ w 0.0000 210 0
Rougheye | C | 0.0145 | 930 | 13
| E | 0.0105 | 590 | 6
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Species Apportionments by Area/ Ratio of 1995-97 AFA CV 2000 TAC 2000 CV
Season/ Processor/ Gear catch to 1995-1997 TAC sideboards

Other Rockfish w 0.0000 20 0

C 0.0410 740 3

E 0.0000 4,140 0

Northern rockfish w 0.0005 630 0

C 0.0307 4,490 138

Pelagic shelf w 0.0004 550 0

Rockfish C 0.0000 4,480 0

E 0.0066 1,350 9

Demersal shelf SEO 0.0000 340 0
Rock.fish

Thornyhead Gulfwide 0.0118 2,360 28

Atka mackerel Gulfwide 0.0443 600 27

'Pollock sideboard limits are based on pollock harvest restrictions implemented under the emergency interim rule published concurrently
with this action that implements Steller sea lion RPA measures for the BSAI and GOA pollock fisheries.
*Sideboard harvest limits for Pacific cod are based on the initial TAC.

Catcher vessel sideboard amounts are based on their total catch in non-pollock target fisheries during
the 1995-97 time period. If the sideboard calculations are based on retained catch in all fisheries in
the future, it will have less impact on the catcher vessels than catcher/processors. The impact is
smaller on catcher vessels because they deliver unsorted cod ends to motherships and
catcher/processors. All of the catch that is harvested is considered retained for those vessels. Any
discards that occur are assigned to the processor. Fishtickets are the official source of data when
catcher vessels deliver inshore. Fishtickets are filed by the processor, and it has been determined
that processors cannot be responsible knowing or reporting discards which occur at-sea. Information
on at-sea discards is only reported on a voluntary basis. For these reasons there is often little
difference in the official data between retained and total catch in the catcher vessel sector. Because
there is little difference in the official data, the size of the sideboards do not change appreciably
when they are based on either retained or total catch.

NMEFS sets a single catcher vessel sideboard cap for each species. That amount is then made
available to all AFA catcher vessels on a seasonal basis at the beginning of the year. After NMFS
sets the cap, the cooperatives then divide the allocation among themselves and finally each
cooperative determines how their portion of the cap is divided among member vessels. Because
three separate catcher vessel sectors share the same sideboard cap, an inter-cooperative agreement
was implemented to divide the cap among cooperatives and set penalties for exceeding the cap. The
inter-cooperative agreement has reportedly worked very well in coordinating the efforts of the
various cooperatives in which catcher vessels are members.

Appendix II includes information presented by the cooperatives on individual vessel harvests in
2000. Those reports indicate that the catcher vessel sector stayed within the sideboard caps that
were set. Therefore, no enforcement actions against the cooperative were taken by the State of
Alaska or the NMFS. The Westward cooperative report does indicate that the fishing vessel Hickory
Wind leased their BSAI pollock quota and fished in excess of their historic levels in the GOA.
Because that vessel had a GOA sideboard exemption, that practice is not allowed. The possibility
of cooperative sanctions against the vessel owner are being considered.
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Catch records from the official State and Federal data cannot be reported on a vessel by vessel basis
due to confidentiality requirements of the State of Alaska and the NMFS. Because that information
cannot legally be disclosed, the reader is referred to the public information reported by each of the
cooperatives in Appendix II. Those reports provide a excellent summary of the participation and
harvests of each vessel in the cooperative.

Catcher Vessel Sideboard Concerns: Concerns that have been expressed regarding the effectiveness
of the AFA catcher vessel sideboards have primarily come from a group of cod fishermen that use
trawl gear. These fishermen have testified before the Council that they have been negatively
impacted by pollock fishermen entering the cod fishery earlier than they have traditionally. Their
testimony indicates that the increased competition has increased safety concerns by making the
fishing grounds more crowded and forcing the cod vessels to fish in winter weather conditions in
which they normally would not fish. The dedicated cod vessels tend to be smaller that the pollock
catcher vessels. Therefore, the cod fishermen have indicated that they are sometimes forced to leave
an area when larger boats are present. They are also less able to safely contend with harsh winter
weather in the BSAIL

The cod fishermen and the AFA catcher vessel fleet have been working together to resolve some
these problems. If they are unable to reach a solution among themselves, the Council has indicated
that they would intervene.

2.1.2.6.3 Catcher/Processor PSC Sideboard Caps

Paragraph 679.63(a)(2) of the emergency interim rule implementing AFA sideboards established a
formula for calculating PSC cap amounts for unrestricted** AFA catcher/processors. These amounts
are equivalent to the percentage of prohibited species bycatch limits harvested in the 1995 through
1997 non-pollock groundfish fisheries by the eligible AFA catcher/processors listed in subsection
208(e) and the ineligible catcher/processors listed in section 209 of the AFA. Prohibited species
amounts harvested by these catcher/processors in BSAI non-pollock groundfish fisheries from 1995
through 1997 are shown in Table 2.1.2-5. These data were used to calculate the relative amount of
prohibited species catch harvested by pollock catcher/processors. The percentage of PSC catch to
total PSC available was then used to determine the percentage PSC harvested by the AFA
catcher/processors. That percentage was then multiplied by the PSC available in the current year
to determine the prohibited species harvest limits for unrestricted AFA catcher/processors.

PSC that is caught by unrestricted AFA catcher/processors participating in any non-pollock BSAI
groundfish fishery shall accrue against the 2000 PSC limits for the listed catcher/processors. This
ensures that catcher/processors, except the one restricted catcher/processor participating in the BSAI
pollock fishery, have their PSC applied against the cap. If a PSC cap is reached, paragraph
679.21(e)(3)(v) of the emergency interim rule implementing sideboards provides NMFS the
authority to close directed fishing for non-pollock groundfish for unrestricted AFA
catcher/processors once a 2000 PSC limitation listed in Table 2.1.2-6 is reached. Therefore the
restricted catcher/processor can continue fishing after a PSC cap is reached.

**The term unrestricted catcher/processor refers to the 20 AFA catcher/processors that are currently eligible to
fish pollock in the BSAIL It does not include the nine ineligible catcher/processors or the one catcher/processor (the Ocean
Peace) that is limited to 2,000 mt of BSAI pollock harvest annually in the directed fishery.
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The ratio column in Table 2.1.2-6 shows the maximum percent of each PSC species allotment that
catcher/processors will be allowed to harvest. PSC sideboards are also caps so there is no guarantee
that catcher/processors will be allowed to catch that amount. If the overall PSC cap is taken before
they reach the cap both the AFA and non-AFA fleets will be issued closure notices and be required
to stop fishing.

Crab or halibut PSC that is caught by unrestricted AFA catcher/processors while fishing for pollock
will accrue against the bycatch allowances annually specified for either the mid-water pollock or the
pollock/Atka mackerel/other species fishery categories. This is the traditional method of accounting
for PSC bycatch in the pollock fishery.

Table 2.1.2-6. Unrestricted AFA Catcher/Processor Prohibited Species Sideboard Amounts

PSC species 1995-97 1995-97 Ratio 2000 PSC 2000 C/P 2000 C/P PS

PSC catch PSC Total Limits PSC Caps Harvest
Halibut 955 11,325 0.084 3,400 286 mt 80 m
mortality
Red king crab 3,098 473,750 0.007 89,725 628 crab 4,040 cra
C. opilio 2,323,731 15,139,178 0.153 4,023,750 615,634 crab 40,317 craﬂ
C. bairdi:

385,978 2,750,000 0.140 767,750 107,485 crab 17,637 cra

Source: NMFS Emergency Rule and PCC report to the Council.

The data in Table 2.1.2-6 shows that the AFA catcher/processors will be capped at 8.4 percent of
the halibut PSC allotment, 15.3 percent of the opilio PSC, 14.0 percent of the bairdi in Zone 1, and
5.0 percent of the Zone 2 bairdi crab. Recall that these percentages are caps and not allocations. If
the overall PSC cap is reached before the AFA fleet harvests their cap amount the entire fleet will
be required to stop fishing, so the AFA catcher/processor fleet is not guaranteed the PSC amounts
listed in Table 2.1.2-6.

Table 2.1.2-6 shows that the catcher/processors were able to stay well under all of their PSC caps
except for red king crab. Catcher/processors were allowed to take up to 286 mt of halibut mortality
and they only used 80 mt. In percentage terms, they only used about 28 percent of the cap that was
available to them. They also used only about 7 percent of the opilio crab, 16 percent of the Zone 1
bairdi, and 2 percent of the Zone 2 bairdi crab cap available to them. The red king crab cap was
exceeded 3,412 crab. That equates to an overage of about 550 percent. However, because the cap
was so low, the percentage is somewhat misleading in terms of the magnitude of the problem.
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2.1.2.6.4 Catcher Vessel PSC Sideboard Restrictions

Prohibited species catch (PSC) is being monitored based on the rates of observed vessels and not the
actual amount of PSC taken by each catcher vessel. Those rates are then extrapolated and applied
to unobserved catcher vessels fishing for the same species in the same area, as is currently being
done for all fisheries where observer coverage is less than 100 percent. This system does not
observe each haul and therefore may introduce discrepancies between a vessel’s log book report and
the official NMFS PSC estimate. However, without drastically increasing observer requirements,
this is the only independent system of determining PSC amounts that NMFS feels is adequate to
properly monitor the caps.

Paragraph 679.63(b) of the emergency interim rule implementing the AFA established a formula for
calculating PSC sideboards for AFA catcher vessels. PSC bycatch limits for halibut in the BSAI and
GOA, and each crab species in the BSAI, for which a trawl bycatch limit has been established, were
defined. Those sideboard limits are expressed as a percentage equal to the ratio of aggregate
retained groundfish catch by AFA catcher vessels in each PSC target category from 1995 through
1997 relative to the retained catch of all vessels in that fishery from 1995 through 1997. These
amounts are listed in Tables 2.1.2-7 and 2.1.2-8.

Halibut and crab caught by AFA catcher vessels participating in any non-pollock groundfish fishery
listed in Tables 2.1.2-7 or 2.1.2-8 will accrue against the 2000 PSC limits for the AFA catcher
vessels. Paragraphs 679.21(d)(8) and (e)(3)(v) of the emergency interim rule implementing
sideboards provide authority to close directed fishing for groundfish (except BSAI pollock) by AFA
catcher vessels once a 2000 PSC limitation listed in Table 2.1.2-7 for the BSAI or Table 2.1.2-8 for
the GOA is reached. PSC that is harvested by AFA catcher vessels while fishing for pollock in the
BSAI will accrue against either the midwater pollock or the pollock/Atka mackerel/other species
fishery categories.

PSC sideboard tables for the catcher vessel sector are more complicated than they were for the
catcher/ processors. For catcher vessels, the PSC caps are broken down by target fishery and
seasons. Summing the PSC fishery and seasonal caps in the table yields a total catcher vessel cap
of 1,217 mt tons of halibut, 20,537 red king crab, 664,788 opilio crab, 219,285 bairdi crab in Zone
1, and 490,084 bairdi crab in Zone 2.

When the catcher vessel and catcher/processor caps are combined they represent the maximum
amount of a PSC species that can be harvested by the AFA fleet. Halibut PSC limits are most likely
to cause fisheries to be closed, since when other PSC species catch limits are reached they close
specific areas to fishing, but they do not close the entire fishery. Combined the AFA trawl fleet was
allowed to harvest 1,503 mt of halibut, in 2000. The total halibut PSC apportionment for the trawl
fishery was 3,675 mt, so the AFA is allowed to take up to 40.9 percent of the total. This guarantees
that the non-AFA trawl fleet will have access to a minimum of 59.1 percent of the halibut PSC
allotment in the BSAI. Freezing the AFA fleet’s halibut PSC cap at 40.9 percent of the total could
provide benefits to the non-AFA fleet. Because halibut often closes directed flatfish fisheries and
sometimes cod fisheries access to halibut PSC often determines how much of the directed fishery
can be harvested.

Overall the AFA catcher vessels appear to have used about 733 mt of their halibut mortality cap in
2000. This is well below the 1,217 mt of halibut mortality that the sector was allotted under their
sideboard cap. In total, they used about 60 percent of the BSAI halibut mortality that was available.
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Most of the halibut usage occurred in the BSAI cod fishery, where the inshore sector came closer
to using the 887 mt of halibut mortality that was assigned to that fishery. The cooperative reports
indicate that about 675 mt (76 percent) of the halibut mortality cap was used by AFA catcher vessels
in the BSAI cod fishery.

Only AFA catcher vessels have a PSC sideboard cap in the GOA. Catcher/processors are not
allowed to harvest groundfish in the GOA under the AFA, so they do not require PSC sideboards.
The AFA catcher vessel fleet has been capped at 410 mt of halibut in the GOA. That equates to 20.5
percent of the GOA trawl apportionment of halibut. Therefore, the non-AFA trawl fleet is assured
of at least 79.5 percent of the halibut PSC allocation in the GOA.

The PSC sideboard limits should enable the non-AFA fleet to continue harvesting their traditional
levels of groundfish in the GOA and BSAIL. Exemptions to the sideboards were also included in the
Council’s recommendations. Those exemptions may allow the AFA to increase their harvest of
groundfish, and they will be discussed in the next section of this document.
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Table 2.1.2-7. AFA Catcher Vessel BSAI Prohibited Species Catch (PSC) Sideboard Amounts'

PSC species Target fishery category” Ratio of 1995-1997 2000 PSC 2000 PSC
And season AFA CV retained Limit Sideboard
catch to total Cap
retained catch

Halibut Pacific cod trawl 0.6183 | 1,434 | 887
Pacific cod fixed 0.0022 | 748 | 2

Yellowfin sole | |
Jan. 20 - Mar. 31 0.1144 | 262 | 30
Apr. 1 - May 20 0.1144 | 195 | 2
May 21 - July 3 0.1144 | 49 | 6
July 4 - Dec. 31 0.1144 | 380 | 8

Rock sole/Flathead sole/Oth. flat | |
Jan. 20 - Mar. 31 0.2841 | 448 | 127
Apr. 1-July 3 0.2841 | 163 | 46
July 4 - Dec. 31 0.2841 | 167 | 47
Turbot/Arrowtooth/Sablefish 0.2327 | 0 | 0
Rockfish 0.0245 | 70 | 2
Pollock/Atka mackerel/Other sp. 0.0227 | 232 | 5
Red King Crab | Pacific cod 0.6183 | 11655 | 7,207
Zone 1 Yellowfin sole 0.1144 | 11655 | 1,333
Rock sole/Flathead sole/Oth. flat 0.2841 | 42,090 | 11,958
Pollock/Atka mackerel/Other sp. 0.0227 | 1,711 | 39
C. opilio Pacific cod 0.6183 | 123530 | 76,383
COBLZ* Yellowfin sole 0.1144 | 2876578 | 329,067
Rock sole/Flathead sole/Oth. flat 0.2841 | 869934 | 247,154
Pollock/Atka mackerel/Other sp. 0.0227 | 71622 | 1,626
Rockfish® 0.0245 | 41043 | 1,006
Turbot/Arrowtooth/Sablefish 0.2327 | 41,043 | 9,552
C. bairdi Pacific cod 0.6183 | 158,547 | 98,035
Zone 1 Yellowfin sole 0.1144 | 288,750 | 33,032
Rock sole/Flathead sole/Oth. flat 0.2841 | 309326 | 87,882
Pollock/Atka mackerel/Other sp. 0.0227 | 14818 | 336
C. bairdi Pacific cod 0.6183 | 279041 | 172,540
Zone 2 Yellowfin sole 0.1144 | 151468 | 173272
Rock sole/Flathead sole/Oth. flat 0.2841 | 504804 | 143,444
Pollock/Atka mackerel/Other sp. 0.0227 | 25,641 | 582
Rockfish 0.0245 | 10,024 | 246

" Halibut amounts are in metric tons of halibut mortality. Crab amounts are in numbers of animals.

2 Target fishery categories are defined in regulation at § 679.21(e)(3)(iv).

*C. opilio Bycatch Limitation Zone. Boundaries are defined at § 679.21 (e)(7)(iv)(B).

* The Council at its December 1999 meeting limited red king crab for trawl fisheries within the RKCSS to 35 percent of
the total allocation to the rock sole, flathead sole, and other flatfish fishery category (§ 679.21(e)(3)(ii)(B)).

* The Council at its December 1999 meeting apportioned the rockfish PSC amounts from July 4 - December 31, to prevent
fishing for rockfish before July 4, 2000.
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Table 2.1.2 -8. AFA Catcher Vessel Prohibited Species Catch (PSC) Sideboard Amounts for
the GOA.

PSC Target fishery and season Ratio of 1995-1997 2000 2000 AFA
species AFA CV retained PSC catcher vessel
catch to total Limit PSC sideboard
retained catch Caps
Halibut | trawl 1st seasonal allowance | |
(m.orta:it Shallow water targets 0.3400 | 500 | 170
y in mo) deep water targets 0.0700 | 100 | 7
trawl 2nd seasonal
allowance
Shallow water targets 0.3400 | 100 | 34
deep water targets 0.0700 | 300 | 21
trawl 3rd seasonal
allowance
Shallow water targets 0.3400 | 200 | 68
deep water targets 0.0700 | 400 | 28
trawl 4th seasonal allowance | |
all targets 0.2050 | 400 | 82
2.1.2.6.5 Sideboard Exemptions for Catcher Vessels

The Council approved specific exemptions to the sideboard caps for catcher vessels less than 125’
LOA that landed less than 1,700 mt of pollock on average during 1995-97. These vessels were
exempted from the BSAI Pacific cod sideboard caps if they made at least 30 landings in the BSAI
Pacific cod fishery from 1995-97. In the GOA, catcher vessels meeting the vessel length and BSAI
pollock harvest requirement were exempted from the sideboard caps if they made at least 40 GOA
groundfish landings from 1995-97.

The catch history of exempt vessels will not be included when NMFS determines the overall
sideboard cap amounts. Since their historic catch is not included in the caps, the future catch of
these vessels will not count towards the caps nor will the exempt catcher vessels be required to stop
fishing when the sideboard cap is reached, if the directed fishery is open to non-AFA trawl catcher
vessels.

As of August 24, 2000 a total of 12 vessels had applied for the BSAI Pacific cod exemption and 14
vessels for the GOA exemption to groundfish sideboards. Estimating the impacts of exempting these
catcher vessels from the sideboard caps is difficult. Because these vessels have relatively small
BSAIpollock catch histories they were most likely not full time BSAI pollock participants. Ifindeed
the vessels were not full time BSAI pollock fishermen when that fishery was open to directed
fishing, the impacts of exempting them from the sideboards will be less than if they had been full
time pollock boats. The requirement that the vessels must have made 30 landings in the BSAI
Pacific cod fishery and 40 landings in the GOA were included to ensure that vessels were active
participants in those fisheries before being exempted. However, it is possible that vessels that were
exempted from the sideboards may find a way to increase effort in those fisheries (perhaps through
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pollock leasing provisions in the inshore sector), but the increased effort should not be dramatic
given their historic participation patterns.

The Council intended that catcher vessel sideboard caps apply to all vessels that were issued an AFA
permit under sections 208(a)-(c) of the Act regardless of participation in a cooperative, if they did
not meet the above exemption criteria. Any non-exempt vessel determined by NMFS to be eligible
to participate in a cooperative will be bound by the sideboard caps outlined by the Council. The
Council considered applying these caps only to vessels that participate in a cooperative (exempting
vessels that apply for the AFA, but fish in the open access portion of the fishery). However, the
Council felt that based on the direction provided by Congress in section 211(c)(1)(A) of the Act,
which states that the Council shall recommend measures to “prevent the catcher vessels eligible
under subsections (a), (b), and (c) of section 208 from exceeding in the aggregate the traditional
harvest levels of such vessels in other fisheries under the authority of the North Pacific Council as
a result of fishery cooperatives in the directed pollock fishery...”, they should apply the sideboards
to all eligible catcher vessels to afford protection to the non-AFA eligible vessels. A discussion of
this issue is included chapter 7 of Amendments 61/61 to the GOA and BSAI FMPs. The section
concludes that this decision will likely have the greatest impact on catcher vessels with smaller
pollock catches, which were more diversified into other fisheries.

NMEFS implemented the AFA to allow vessels ‘opting out’ of the BSAI pollock fishery entirely (i.e.,
those vessels that met the qualification criteria of the AFA but did not apply for an AFA permit) to
be excluded from the sideboard cap regulations. From both an economic and equatability standpoint
this is a reasonable approach. Vessels that do not apply for AFA eligibility will not be allowed to
participate in the BSAI pollock fishery. Since the vessel owners elected not to apply, they are
technically non-AFA vessels, and rules limiting the harvesting rights of AFA vessels should not
apply to them.

2.1.2.6.6 Crab Harvesting Sideboards

AFA catcher vessels harvest restrictions have been developed for each of the primary BSAI crab
species. Sideboard caps for the Bristol Bay Red King Crab (BRISTOL BAY RED KING CRAB)
fishery restrict the AFA eligible vessels to an aggregate harvest level based on historical
participation, much as was done with groundfish sideboards. However, a longer time period was
included to define participation (1991 through 1997 as opposed to only 1995 through 1997),
expanding the time period included years of larger harvest by those vessels which increased their
sideboard cap from about 9% up to nearly 13% of the available quota.

Currently there are 42 AFA catcher vessels holding a permit to participate in the BRISTOL BAY
RED KING CRAB fishery. Assuming the BRISTOL BAY RED KING CRAB GHL is 11.2 million
pounds, this equates to approximately 35,000 pounds per vessel. If the 1999 price of $6.25 per
pound is applied to this catch it equates to over $200,000 per vessel. Allowing the 42 AFA vessels
that have participated in the fishery to continue to do so at a limited poundage, should provide
protections for the remaining non-AFA vessels. However, the protections will not be as strict as they
would have been if the 1995-97 time period were used to determine the sideboard cap.

Sideboard caps for the bairdi fishery are also managed by limiting the number of AFA catcher
vessels that can participate in that fishery as well as the total amount of bairdi crab they may harvest.

NMES data regarding AFA permit applications indicates that 28 vessels are currently permitted to
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harvest bairdi crab. These 28 vessels will be allowed to harvest up to the percentage of the GHL
they accounted for, in aggregate, over the 1995 and 1996 seasons. Information presented in BSAI
FMP Amendment 61 shows that these vessels accounted for about 7 percent of the GHL over that
time period. Allowing the AFA catcher vessels to harvest up to 7 percent of the GHL should
provide the necessary protection for the non-AFA fleet that is required by the Act. It is difficult to
make any projection as to what 7 percent of the GHL will amount to in pounds or dollars when the
fishery is opened. The bairdi fishery is currently closed to fishing because of low abundance and
is not expected to open again in the near future.

The remaining crab sideboards limit the number of AFA catcher vessels that are allowed to
participate, but not their total aggregate catch. A total of seven vessels are licensed for the opilio
fishery, two for the St. Matthew fishery, and one for the Pribilof fishery. Given the relatively small
number of AFA catcher vessels eligible to participate in these fisheries and the lengths of the king
crab fisheries, it is unlikely that they will cause substantial negative impacts to the non-AFA vessels
in the fleet.

As discussed under the groundfish sideboard section, there were some AFA vessels that had the
majority of their income from fisheries other than pollock - specifically there were three AFA vessels
identified that had significant and long-term participation in the opilio crab fisheries. Subjecting
these vessels to an aggregate sideboard limit (shared with the other AFA vessels) would have
resulted in disproportionate and negative impacts to those vessels - essentially they would lose their
ability to continue their historical fishing practices. To mitigate these impacts, the regulations
represent a compromise that restricted the number of AFA vessels that are allowed to participate in
the opilio fishery, but allowed AFA catcher vessels with a substantial historic dependence on the
fishery to continue participating without any poundage caps. Specifically the alternatives only allow
AFA vessels to fish opilio if they participated in that fishery a minimum of four years between 1988
and 1997.

2.1.2.6.7 Exemptions to Crab Harvesting Sideboards

The Council has approved a specific exemption to the crab harvesting sideboards for any vessels that
can demonstrate participation in all opilio, bairdi, and BRISTOL BAY RED KING CRAB fisheries
during the years 1991-97 and that have AFA pollock qualifying histories of less than 5,000 mt. This
action is expected to affect only one vessel. By meeting the criteria outlined above, that vessel has
demonstrated a long historic dependence on the crab fisheries. Allowing that vessel to be exempted
from the crab harvesting sideboards should not cause any negative impacts to non-AFA crab
fishermen, as a result pollock cooperatives. Given the vessel’s historic participation, the vessel’s
owner would have likely chosen to participate in the crab fisheries instead of pollock even under an
open access pollock fishery in the BSAL

2.1.2.6.8 Crab Processing Sideboards

The crab processing sideboard components of the AF A regulations are based on the structure defined
in the Act under Section 211(c)(2)(A) through the 2000 fishery. This section of the Act is specific
to shorebased and mothership processors. Recall that catcher/processors are precluded from
processing any crab under the AFA. The AFA language in the Act under Section 211(c)(2)(A) is
as follows:
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(2) BERING SEA CRAB AND GROUNDFISH.—

(A) Effective January 1, 2000, the owners of the motherships eligible under section
208(d)and the shoreside processors eligible under section208(f) that receive pollock from
the directed pollock fishery under a fishery cooperative are hereby prohibited from
processing, in the aggregate for each calendar year, more than the percentage of the total
catch of each species of crab in directed fisheries under the jurisdiction of the North Pacific
Council than facilities operated by such owners processed of each such species in the
aggregate, on average, in 1995, 1996, 1997. For the purposes of this subparagraph, the
term ‘‘facilities’'means any processing plant, catcher/processor, mothership, floating
processor, or any other operation that processes fish. Any entity in which 10 percent or
more of the interest is owned or controlled by another individual or entity shall be
considered to be the same entity as the other individual or entity for the purposes of this
subparagraph.

The impacts of crab processing sideboards are not yet fully understood. Public testimony taken
during the June 2000 Council meeting showed that harvesters and AFA processors wanted to have
the caps removed. Non-AFA processors still supported the caps that were put in place during the
opilio season. The main reason that catcher vessels wanted the caps removed was to increase
competition for their product so they could potentially receive a higher price. They also felt that the
reduced competition lead to longer offload time, which had the weather been worse® could have
resulted in much higher deadloss.

AFA processors wanted the caps removed so they could purchase additional crab. Some of the AFA
processors have added crab processing capacity since the end of the period used to determine
processing history. Therefore, in the opilio fishery, the size of the processing sideboard cap is less
than they had processed as a sector in recent years. This information was presented to the Council
in discussion papers prepared for the June 2000 and September 2000 Council meetings.

Based on the public testimony and the discussion paper drafted for the Council’s September meeting,
the Council changed the formula for calculating crab processing caps at their September 2000
meeting. The formula originally used the processing history of the AFA sector relative to the non-
AFA sector over the years 1995-97. The new formula adds 1998 to the equation and gives that year
double weight. The effect of that change is that the crab sideboards are increased slightly for most
species, with the largest increase being in the opilio fishery which increased by 7.74 percent from
58.15 percent of the GHL to 65.89 percent. This change was made to better reflect the processing
conditions that existed prior to passage of the AFA.

2.1.2.6.9 Groundfish Processing Sideboards
The AFA directed the Council to develop protections for non-AFA processors, but did not specify

a time frame for implementing those changes. The specific AFA language outlining processor
sideboards is taken from Section 211(c)(2)(B) and provided below:

»The 2000 opilio season was moved from the winter to April as a result of the ice edge being further south than
normal at the time of year the fishery normally starts, and because of the small GHL
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(B) Under the authority of section 301(a)(4) of the Magnuson-Stevens Act (16 U.S.C.
1851(a)(4)), the North Pacific Council is directed to recommend for approval by the
Secretary conservation and management measures to prevent any particular individual or
entity from harvesting or processing an excessive share of crab or of groundfish in fisheries
in the Bering Sea and Aleutian Islands Management Area.(C) The catcher vessels eligible
under section 208(b) are hereby prohibited from participating in a directed fishery for any
species of crab in the Bering Sea and Aleutian Islands Management Area unless the catcher
vessel harvested crab in the directed fishery for that species of crab in such Area during
1997 and is eligible to harvest such crab in such directed fishery under the license
limitation program recommended by the North Pacific Council and approved by the
Secretary. The North Pacific Council is directed to recommend measures for approval by
the Secretary to eliminate latent licenses under such program, and nothing in this
subparagraph shall preclude the Council from recommending measures more restrictive
than under this paragraph.

Measures to protect non-AFA processors have been considered by the Council but further
discussions and decisions have been tabled until negative impacts are realized. The specific
alternatives considered for processing sideboard caps may be found in the July 14, 2000 public
review draft of the EA/RIR developed for this issue. That document is available from the Council
office.

Some processing restrictions applying to catcher/processors were included in the AFA, and have
been implemented. Restrictions that are currently being enforced through the emergency rule
include a prohibition on processing any fish harvested from NMFS management area 630 (part of
the Central Gulf of Alaska). AFA catcher/processors are also prohibited from processing any BSAI
crab. However, the Act does not preclude those vessel owners from using revenues generated
through the pollock fishery to invest in another vessel that could be used to harvest or process BSAI
crab.

The Council did approve processing sideboards for the BSAI pollock fishery. Pollock processing
sideboards were set at 30 percent of the BSAI pollock TAC available to the AFA sector. The cap
is about 13 percentage points higher than the one set in statue by the AFA and about 5 percentage
points higher than the current largest entity.

An additional method of protecting non-AFA processors, particularly members of the H&G fleet,
is a proposed modification of the Improved Retention/Improved Utilization program. This proposal
would loosen the retention requirements for flatfish species that are due to be phased in at the start
0f2003. Requiring the H&G fleet to retain and utilize almost all of the rock sole and yellowfin sole
that they catch may increase their costs to a level where even the current prices cost structure allows
for only slim margins in these fisheries (according to the H&G fleet). Many AFA-qualified
processors have the ability to produce fish meal from small or unwanted catch, providing an
additional competitive advantage in flatfish processing under IR/IU.

2.1.3 Cooperative Contracts and Reports
Any contract implementing a fishery cooperative for the purpose of cooperatively managing directed
fishing for BSAI pollock for processing by catcher/processors or motherships, and any material

modifications to any such contract must be filed not less than 30 days prior to the start of fishing
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under the contract with the Council and with the Regional Administrator, together with a copy of
a letter from a party to the contract requesting a business review letter on the fishery cooperative
from the Department of Justice and any response to such request. Any fishery cooperative intending
to deliver pollock to an AFA mothership also must notify the owners of the AFA mothership not less
than 30 days prior to the start of fishing under the contract.

The Council and NMFS have required that specific elements be included in the cooperative
contracts. Any cooperative contract filed must contain the following information:

1. A list of parties to the contract.

2. A list of all vessels and processors that will harvest and process pollock harvested under the
cooperative,

3. The amount or percentage of pollock allocated to each party to the contract, and

4. For a cooperative that includes catcher vessels delivering pollock to motherships or

catcher/processors, penalties to prevent each non-exempt member catcher vessel from

exceeding an individual vessel sideboard limit for each BSAI or GOA sideboard species or

species group that is issued to the vessel by the cooperative in accordance with the following
formula:

i The aggregate individual vessel sideboard limits issued to all member vessels in a
cooperative must not exceed the aggregate contributions of each member vessel
towards the overall groundfish sideboard amount as calculated by NMFS and
announced to the cooperative by the Regional Administrator, or

il In the case of two or more cooperatives that have entered into an inter-cooperative
agreement, the aggregate individual vessel sideboard limits issued to all member
vessels subject to the inter-cooperative agreement must not exceed the aggregate
contributions of each member vessel towards the overall groundfish sideboard
amount as calculated by NMFS and announced by the Regional Administrator.

The cooperative contracts also state that pursuant to Section 210(f) of the AFA, the cooperative
members agree to make payments to the State of Alaska for any pollock harvested in the BSAI
pollock fishery which is not landed in the State of Alaska, in amounts which would otherwise accrue
had the pollock been landed in the State of Alaska subject to any landing taxes established under
Alaska law.

2.1.3.1 Mothership and Catcher/Processor Contracts

Any cooperative which harvests BSAI pollock from the mothership or catcher/processor allocation
(including the catcher vessels that deliver to catcher/processors) must submit annual preliminary and
final written reports on fishing activity to the North Pacific Fishery Management Council for public
distribution. The preliminary report covering activities through November 1 must be submitted by
December 1 of each year and the final report must be submitted by January 31 of each year. Those
written reports must contain, at a minimum:

(D The cooperative's allocated catch of pollock and sideboard species, and any
sub-allocations of pollock and sideboard species made by the cooperative
to individual vessels on a vessel-by-vessel basis;

2) The cooperative's actual retained and discarded catch of pollock, sideboard
species, and PSC on a area-by-area and vessel-by-vessel basis;
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3) A description of the method used by the cooperative to monitor fisheries in
which cooperative vessels participated; and

4) A description of any actions taken by the cooperative to penalize vessels
that exceed their allowed catch and bycatch in pollock and all sideboard
fisheries.

As stated earlier, all of the cooperatives have submitted an annual report for the 2000 fishing season.
Those reports were submitted to the Council around February 1, 2000 and again in February 2001
and 2002.

2.1.3.2 Inshore Cooperatives

Like the mothership and catcher/processor sectors, any contract implementing a fishery cooperative
for the purpose of cooperatively managing directed fishing for pollock for processing by an AFA
inshore processor, any material modifications to any such contract, and a copy of a letter from a
party to the contract requesting a business review letter on the fishery cooperative from the
Department of Justice and any response to such request, must be filed with the Council and with the
Regional Administrator no later than 30 days prior to the start of fishing under the contract. Those
inshore cooperative contracts must contain the following elements:

1. A list of parties to the contract,

2. list of all vessels and processors that will harvest and process pollock harvested under the
cooperative,

3. The amount or percentage of pollock allocated to each party to the contract, and

4. Penalties to prevent each non-exempt member catcher vessel from exceeding an individual

vessel sideboard limit for each BSAI or GOA groundfish sideboard species or species group

that is issued to the vessel by the cooperative in accordance with the following formula:

i The aggregate individual vessel sideboard limits issued to all member vessels in a
cooperative must not exceed the aggregate contributions of each member vessel
towards the overall groundfish sideboard amount as calculated by NMFS and
announced to the cooperative by the Regional Administrator, or

il In the case of two more cooperatives that have entered into an inter-cooperative
agreement, the aggregate individual vessel sideboard limits issued to all member
vessels subject to the inter-cooperative agreement must not exceed the aggregate
contributions of each member vessel towards the overall groundfish amount as
calculated by NMFS and announced by the Regional Administrator.

Any inshore cooperative that is formed must appoint a designated representative to fulfill regulato