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Executive Summary

Under the Restructured Observer Program, all catcher/processors are in tbbséuitercoverage
category unless they meet the requirements for an allowance to be placed in partial coverage. The
placement of catcher/processors in full coverage enabldsMobtainindependent estimates of catch,
at-seadiscards, and prohibited species catch (PSC) for catcher/processor vessels. In recognition of the
relatively high cost of full coverage for smaller catcher/processors and the limited amount of catch and
bycatch by these vessels, the Council recommended two limited allowances for placing a
catcher/processor in partial coverage. Both of these allowances were based on vessdi@uti203

to 2009.

Since implementation of the Restructured Observeogiam, owners and operators of some
catcher/processors with relatively small production have requested that the Council and NMFS revise
these allowances to include vessels that began processing after 2009. These operators believe that the
costs they inaufor full observer coverage are disproportionate to the revenues they earn and that these
high costs preclude them from operating in some fisheries.

In December 2014, the Council adoptednation, reprinted in AppendixA. The Council Motion
contained aPurposeand Need statement thtite allowance for placing a catcher/processor in partial
coverage should, at a minimum, be based on a measurement of ongoing production that shows that the
catcher/processor processes a small amount of groundfish relatiie test of the catcher/processor

fleet. The CouncilMotion also stated thahe current regulations do not provide a way to move a
catcher/processor placed in partial coverage into full coverage if production increases to a level deemed
appropriate fofull coverage.

The Council Motion stated thahé this action shouldmaintain a relatively limited exception to the
general requirement that all catcher/processors are in the full coverage category, provide an appropriate
balance between data qualitydathe cost of observer coverage; and establish a basis for placing
catcher/processors into partial coverage that is not unduly difficult to apply and to enforce.

This Regulatory Impact Review (RIR) examines the benefits and costs of a proposed regulatory
amendment to modify provisions of thHRestructuredObserver Program that allowed certain small
catcher/processors to qualify for partial observer coverage rather than the full observer coverage generally
required of catcher/processors. The modificatiensild increase the number of catcher/processors that
may qualify for partial coverageThe preparation of an RIR is required under Presidential Executive
Order (E.O.) 12866 (58 FR 51735: October 4, 1993).

Based on information to date, NMFS has conclutlet this action would qualify for a Categorical
Exclusion from further review under the National Environmental Protection Act (NEPA) because it
would be an amendment to a previously analyzed and approved action and would have no effect on the
human envirament beyond what was analyzed in prior actions.

Description of Alternatives

Two alternatives (no action and action) are under consideration.

Alternative 1. No action; maintain existing exemptions.The existing exemptions frofall coverage

exempt three classes of catcher/processors: (1) vessels under 60 feet which acted as a catcher vessel and a

catcher/processor in any year from 2003 through 2009; (2) vessels that processed less than 5,000 pounds
on an average daily basis in théast year of production from 2003 through 2009; (3) vessels that
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processed less than one metric ton of groundfish on every day during the preceding fishing year, which
means a maximum of 365 metric tons in a year.

The first two exemptions are permanemamely if a catcher/processor meets those exemptions based on
t he vess dérdmi2603 b RQ09, the catgher/processor is in partial coverage permanently, without
any limit on the groundfish production by the vessel. NMFS has placed three wegsgtisl coverage
under thestwo exemptions.

The third exemptiod processing one metric ton or less on every day in aysavalid for one year.

Under this exemption, NMFS placeche vessel in partial coverader one yearbecause this vessel
procesed no groundfish in the prior year and therefore processed one metric ton or less on every day in
the year. No catcher/processor that actually did any processing from 2009 to 2014 processed one metric
ton or less on every day in any of those yearhe one metric torexemptionhas very limited utility

One vessel has qualified for the one metric ton exemption in. 2dwever if this vessel operates in a
economically meaningful way in in 2015, it will not be able to use the exemption in 2016.

Alternative 1, the Status Quo alternative, is essentially a closed system. It allows the owners of
catcher/processors that met production criteria from 2003 through 2009 to permanently choose partial
coverage. It allows these catcher/processor ownensitatain partial coverage irrespective of how much
groundfish they process.

Alternative 1 does not mesetostoft he Council 6s objectives for this
catcher/processors in partial coverage based on any determinatidmef vessel 6s ongoi ng
therefore it is not based on whether the vessel

fleet. Alternative 1 does not provide a way to move a catcher/processor placed in partial coverage into
full coverage if production increases to a level deemed appropriate for full coverage. Alternative 1 does
not a provide a balance between data quality and the cost of observer coverage because vessels are placed
in partial coverage based on their activitgm 2003 to 2009; the hybrid allowance is based on any
activity by a catcher/processor as a catcher vessel between 2003 to 2009; and the 5,000 pounds allowance
was not the result of an empirical examination of flgiele production data.

Alternative 1 doesreate an extremelimited exemption by essentially excluding any catcher/processor

that began processing after 2009. Alternative 1 is not unduly difficult tg apg enforce.

Alternative 2. Revise the allowances for NMFS to place small catcher/pragsors into partial
coverage. Under this alternative, the basic criterion for placing a catcher/processor in partial coverage in

a fishing year i s téxeepththecateherfprocespor is ander gnrindependenti o n
obligation to operatsubject to full coverage due to its participation in a catch share program or similar
arrangement.

Catcher/ processors subject to independent require
operating under the American Fisheries Act (AFAje tAmendment 80 Quota Share Program, the
Rockfish Quota Share Program, the Community Development Quota (CDQ) Program, the Aleutian
Islands pollock fishery, and the longline catcher/processor subsector. While operating under an
independent rl180§ubsereenoeverage,f aocatch&/processor under this action would not

be eligible for partial coverage. This limitation significantly reduces the catcher/processor activity that is

even potentially subject to partial coverage under the action dlterna

With this limitation, Alternative 2 hefive elements.
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Element 17 What is the production threshold for placing a catcher/processor in partial coverage?

Element 1 has 10 options, corresponding to five measures of production ahevébeo(alower and
higher)for each measure of productioithe Council chooses one option.

ES1 Production thresholder analysis r om Counci | 6s Dece miereative)2 014 Mot

Option Measure Threshold based on T(percentile Threshold based on kernel
approach density distribution approach
Pounds (metric tons)

1. Average daily production 1A. 11,000 (5.0) 1B. 15,500 (7.0)
2. Average weekly production 2A. 42,000 (19.1) 2B. 79,0085.8)
3. Maximum daily production 3A. 26,000 (11.8) 3B. 44,000 (20.0)
4. Maximum weekly production 4A. 94,000 (42.6) 4B. 197,000 (89.4)
5. Annual production 5A. 677,000 (307.1) 5B. 2,665,000 (1,208.8)

Sources: Percentile based thresholds summarized from Table 4 in Appendix B of Discussion Paper (Nov. 28, 2014); kerng
based thresholds derived from Table 5 in Appendix B. Tonnage estimates based on rounded pound values reported in

Analys s exami ned NMFSO6s pr odu cforisioyearsd2009 a0 2014.Wher at c her
we excluded processing activigyu bj ect t o an independent requireme
catcher/processors would have been eligible for partial cgegarader any production alternatives in the

Council Motion.

Analysts compared the past production of the three vessels that currently qualify for partial coverage with
each of the production thresholds in the Council Mofitetble 7] These three vesseisocessed below

all of the higher production thresholds [Options 1B, 2B, 3B, 4B, 5B] in every year and tvaudd
gualified for partial coverage in every yedn most years, these three vessels processed below most of
the lower production threholds [Opihs 1A, 2A, 3A, 4A, 5A]

Analysts comparethe productiorof the catcher/processors currently in full coverfigen 2009 to 2014

with each of the production thresholds in the Council Motion [Table 8]. Between four and eight vessels
produced below the production threshaldshe Council Motion.In this category of vesselsxs/essels

was the most common number of vessels thatimegbroduction threshold.

The owners of some vessels have stated that they would begin processargaifcoverage were
available. These are persons that wish to process sablefish A Quota Share in the BSAI and owners of jig
catcher/processors.

The Counci l could choose any production threshol
exception to the general requirement that all catcher/proceasore i n t he ful | cover
[Council Motion, Appendix A] The production thresholah iOption 5B the higher annual productién

includes the most groundfish production [Table.14Jherefore,an estimate of groundfish production

under Option 5B provides an estimate of the maximum amount of groundfish production that would be
subject to paral coverage under Alternative ZThe RIR estimates thaunder Option 5BAlternative 2

would place in partiatoveragetwo-tenths of one percent of aggregate BSAI and GOA groundfish
production:

The catcher/processor production by the eleven vesgeldly regulated by this action
accounted for about 3 percent of Aoawl catcher/processor production during the six
years from 2009 through 2014. If the fixed gear catcher/processor production estimate
was increased by another 400 metric tons, a Imgtioal figure suggested in the
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di scussion of sablefish AAO0 quota shares, t he
production under partial coverage would not change.

The sum of the catcher/processor production by these eleven vessels plus aticgpoth
400 metric tons of sablefish catcher/processor production, accounted for aboentingo

of a percent of aggregate BSAI and GOA groundfish production during the same 2009
through 2014 period. [Section 3.7.12]

Even though none of the production me@s would include a significant amount of groundfish
production, the production measutesve different features. Thmaximum daily or maximum weekly
productionmeasurecould exclude a catcher/processor from partial coverage for an outlier day or week,

even though it overall processed a small amount of groundfish relative to the rest of the fleet. The
average dailyproductionmeasureis not in line with how NMFS defines a trip by a catcher/processor,
namely production in a week. Theerage weeklproductionmeasuras in line with how NMFS defines

a trip by a catcher/processor. This measure would put in full coverage a catcher/processor that has intense
periods of production, even if the vessel was quiescent during part of the year, becauseithat@diiv
increase the vessel 6s av eanaugl emeasueeeehsy tp understandwamdtisi o n  f
a direct measure of the vessel s i mpact on the r
coverage that has intense periodadifvity during the year.

Element 2. What is the basis year for placing a catcher/processor in partial coverage?

NMFS cannot wuse the vesselds production in the ye
whether a catcher/processor igille for partial coverage. The calendar year ends December 31 and

fishing begins January 1. Even if NMFS could somehow discount the last few weeks of fishing in
December, NMFS uses the entire year before the fishing year to develop the Annual DepRigment

(ADP) for the upcoming fishing year. And if a vessel owner megtiestpartial coverage, an option

under Element 4, the vessel owner needs time after the end of the fishing year to makgdisat

NMFS will determine whether a catcher/process may be placed in partial
production in the fishing year minus two years. Thus, for fishing year 2017, NMFS will develop the

ADP during 2016 and will determine whether a catcher/processor is eligible for partial coveragenbased

the vessel 6s activity in 2015. If the vessel h
most recent year of production before 2015 but not prior to 2009.

Element 3. If a vessel has no production in the basis year as determined un@gement 2, how
should NMFS determine whether to place a catcher/processor in partial coverage?

This situation would be a new catcher/processor or a catcher/processor with a gap in processing activity
since 2008 with, again, the important caveat thaa catcher/processor in any catch share program with
O 100% obser ver notleelgblefer peetial toserageomnile dperating in that program.

The Councilmustchoose one optiornder Option 1, NMFS would place a new catcher/processor in

full coverage until the vessel had its own production history. UBgtion 2. NMFS would place a hew
catcher/processor in partial coverage until the vessel had its owner production history.Optimie3,

NMFS would place a new trawl catcher/processor in full coverage until it had its own production history.
Since almost all trawl catcher/processor activity is in full coverage anyway due to independent
requirements, Option 3 will largely be unnecessary iutvould guarantee that 100% of trawl
catcher/processor activity would always be in full coverage.

Small C/P observer coverage, March 2015 9



C80bserver Coverage on Small CPs
April 2015

Element 4. For a catcher/processor to be in partial coverage, will the vessel owner have to choose
partial coverage?

The Councilmustchoose one optio UnderOption 1, the vessel owner must choose partial coverage for
the upcoming fishing year by a deadline in the prior year. U@ggion 2, NMFS would place a
catcher/processor in partial coverage based on its prior production without any actice doynr.
These options are only for vessels that produce below the production threshold for partial coverage.

Upon review, it appears th@ption 1is clearly better. Optoin &llows owner choice, which is a good
feature of a regulation as long as owner choice does not infringe upon another objective. Option 1 allows
the owner to choose full coverage, which does provide NMFS with additional data. NMFS has allowed
other vesdeownerswho wereeligible for partial coverage to choose full coverage. Option 1 does not
place on NMFS the obligation to notify each year the vessels that do, and do not, qualify for partial
coverage. Option 1 places the responsibility on the vessaraw request full coverage.

Element 5. Should the basic production criterion for placing a catcher/processor in partial
coverage be modified based on additional factors? If so, which factors?

The Councilmaychoose any or all factor©ption 1 is anannual hybrid allowance, namely whether a
catcher/processor acts as a catcher vessel and a catcher/processor during the year. This would not meet
the Council 6s objectives because it woul d not pl
whether it processed a small amount of groundfish relative to the overall groundfish fleet. A
catcher/processor could process high levels of groundfish even if it sometimes operated as a catcher
vessel.

Option 2 examines a gear factor,namely whether a celter/processor that processes below the
production threshold should be excluded from partial coverage because it used particular gear. As
discussed under Element 3, a categorical exclusion of trawl catcher/processors would exclude with
certainty a classf vessels that probably would already be excluded because they almost always operate

in programs that have independentAthQughltfeCHuncd bser v e
Motion referred to whet her a cisamosthkely thaptheoGoungils or U S
had in mind trawl gear under this factor.

As for the three catcher/processors currently in partial coverage, the exclusion of vessels that-use hook
andline gear would exclude from partial coverage 97% of the processiivifyaof these three vessels.

A gear exclusion for hoelndline vessels would essentially eliminate the exemption from full coverage

for three currently qualified vesselswhich is likely not the intent of the Counci\s for the eight
additional vessls that might qualify in any given year for partial coverage, an exclusion of vessels that
use hookandline gear would exclude about etiérd (36%) of the groundfish production of those eight
vessels.

An exclusion of vessels thatse pot gear wouldexclude about twohird (63%) of the groundfish

production of those eight vessels. As for the two to four additional vessels that might harvest IFQ
sablefish in the BSAI, these are also haoktine vessels and this &fishery where vessels owners have

requested relief from the cost of full coverage because of the high cost of operating in the remote BSAI
sablefish fishery. A hoclndline gear exclusion would excludi®m the possibility of partial coverage

category of vessels that have broughtthes ue t o t he Council 6s attention.

An exclusion from partial coverage of catcher/processors that use jig gearbeaudeasonable and was
almost certainly was not contemplated by the Coukcher/processors using jig gear procesiay
amount of goundfish relative to the rest of the fleelig gear vessels armt subject tany PSC limits.
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This is the other category of vessel owBens addition to the sablefish ho@ndline vesseld that has
submitted oral and written testimony that the codulbicoverage has deterred them from processing.

Option 3 examines a PSC factgmamely whether a catcher/processor that otherwise qualifies for partial
coverage should be excluded when it is operating in a fishery with a PSC limit, namely a PSC limit on
harvest of halibut, salmon, crab, and herring. All trawl catcher/processnae|n fisheries with one

or more PSC limits. As noted, trawl catcher/processors are already subject to independent requirements
for O 100% observer coverage but if the Council
eliminate categoricafll from partial coverage the group of vessels with the most closely monitored PSC
limits.

The other category of vessels that operates under a halibut PSC limit are catcher/processors using hook
andline gear while directed fishing for groundfish othlear sablefish. This is primarily ho@dline
catcher/processors targeting Pacific cod. With the three vessels in partial coverage under the status quo,
11% of their activity is targeting Pacific cod. If Alternative 2 included a PSC factor, Altezriatixould

remove from partial coverage some fishing that is currently in partial coverage. With the eight
catcher/processors that might newly qualify for partial coverage, most of their activity (63%) is with pot
gear, which does not have a halibut PSaitli About onethird of their activity is with hoolandline,

mostly targeting Pacific codFrom 20101 2014, these eight vessels caught two perceflixefl gear
(nonttrawl) PSC halibut [Table 13] The RIR in section 3.7.2 concluded that, in gendta$ action

would have a negligible impact on P86éta.

It would not create administrative difficulties to exclude trawl gear from this action. It would create
administrative difficulties to exclude small catcher/processors basadgbrid vessel fdor, other gear

types, owhat a vessel was targetinti.would be easier to administer Alternative 2 if, at the beginning of
the year, NMFS could determine whether a small catcher/processor would be in partial or full coverage
for the entire fishing yeabased on their production in the basis year.

Alternative 2, without additional factorachieves the Council objective of maintaining a very limited
exception to the rule that catcher/processor activity is subject to full observer coverage. Apaying t
highest production threshold for partial coverage, namely the high annual production threshold in Option
5B, NMFS estimates that Alternative 2 would place-teraths of one percent of aggregate BSAI and
GOA production in partial coverade.

Summary of the RIR Cost-benefit analysis

Table ES2 (based ormable15in Section3.8) summarizes the impacts of this action, as discussed in this
RIR. Alternative 1 is the status quo, the no action alternative, and the baseline for this analysis. Thus,
impact measures are provided for Alternative 2, the action alternative, measueedeviation from
Alternative 1. Since Alternative 1 impacts are the inverse of Alternative 2 impacts, they are not described
separately in the table. An Alternative 1 column is provided to emphasize the existence of the two
alternatives.

Table ES-2 Summary of alternatives and major impacts

Costs or Impact Alternative 1 Alternative 2
benefits

Exemption for small C/P Alloptions provide relief from high full observer costs for a class of small

Objectives of catcher/processors.
this action Exemption based on All options are based oongoingproduction. This makes it possible for new
current C/P production vessels to obtain the exemption, and farssels to be moved to full coverage if

! Table 14 and text after Table 14.
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Relatively limited
exemption

Appropriate data quality|
and cost balance

Benefits

Impact on C/Ps with
current partial coverage

eligibility

Impact on C/Ps currently
operating with full
coverage

Impact on CVs currently
operating with partial
coverage

Impact on vessels using
sabl efish
shares

Costs

Impact on estimates of
retained catch

Impact onestimates of
discarded groundfish
catch

Impact onestimates of
PSC

Impact on estimates of
other ecosystem impactf

Other types

Crew

Baseline.
Impacts are
reverse of
those identified
for Alternative
2 (the action
alternative)

their production levelsncrease.However, basing exemption on previous year
production is impracticable; basis year must be two yémfere the current
fishing year.

The exemption appears to be limited with respect to the production by the
vessels potentially qualifying for partial coveradgght catcher/processorthat
processed between 2009 to 20tday newly qualifyfor partial coverage. These
eight vesselsccourted for a small percent (about 2/10ths of a percent from 2
thorugh 2014) of groundfish production. An additional 400 tons of sablefish
be harvestedy two to four vessels that may begin procesainger these
provisions.

The options under consideration appear to have relatively modest net adverg
impacts on data quality.

Six C/Ps currently qualify for partial coverage under cumregtilations; only

three of these have ever taken advantage of their partial coverage eligibitigy.
three C/Ps that have taken advantage of their partial coverage exemption wq
have been eligible for partial coverage in each year from 2011 to 2016 unde
options 1A, 4A, and 1B through 5B.From 2011 to 2013, one of these vessels
not have been eligible under options 2A, 3A, and 5A.

The number of catcher/processors qualifying in a year from 202D14 that
actually fished in that year varies for each of the ten options under considerg
and is never as many as eight under any option in any year. From 5 to 7 ves
qualify in 2015 and 2016, but the number that will fish in those yearaatre
identified at this time.

NMFS examined the vessels that would have qualified and fished in 2013, al
estimates that these operations would have saved about $200,000 in obsery|
costs. From a national perspective, costs would have been reduced abutell
by considerably less, since the cost of providing observer coverage to the

catcher/processors newly eligible for partial coverage (described as the fisca
impact in the analysis) would have fallen on the vessels already eligible for p
coverage.

The analysis did not identify many of these that were expected to begin to
operate as catcher/processors. In general, there would be a slight reduction
observer coverage requirements fihrese vessels, as the fiscal impact of the
action reduced assessment revenues available for their coverage.

The alternatives under consideration may improve the profitability of
catcher/processor sablish operations in the Aleutian Islands for some small
vessels. Analysts best estimate is increased harvests on the order of 150 to
metric tons by two to four vessels.

Some loss of information as fewer olbger days of information are collected
from directly regulated vessels, and as fiscal impacts reduce the number of ¢
that observers may be deployed on vessels currently under partial coverage
Some additional information on sablefish stocks in the #d@ulslands is possibl
if fishing activity increases there. Impacsd impacts on discarded groundfish
PSC, and other ecosystem elemerdge mitigated by the small proportion of
FMP groundfish catch that may be impacted by this action.

On C/Ps with full coverage, discard estimates are made by observers; currer
partial coverage C/P discard estimates are based on vessetpelits. However
this is likely to change to extrapolations from danoperations. Once this

happens, the net impact would be to reduce the precision of discard estimatg

Primary impact on PSC estimates will be on estimates of crab catch by pot
particularly Golden King Crab. Ttighery is not subject to PSC limits, thus
economic impact is likely to be small. These C/Ps account for small percent
of other fixed gear PSC.

Reduced information on seabird takes from observéviitigated somewhat by
the large proportion of catch from pot vessels, which are believed to have sn|
seabird takes. Additional sablefish fishing in the Aleutian Islands may increg
potential for actual seabird takes. Impact on information about manir@@nmal
takes will be minimal, as fixed gear is responsible for few takes. Impact on
information on benthic habitat will be minimal given the limited role of obsery
data in monitoring benthic habitat impacts.

Crew are pai@n a share system, and will share, along with vessel owners an
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of impacts operators, in possible benefits from this action.
Observers and observe Observers and observer providers associated with the full observer coveragg
providers program will lose sombusiness; the observers and observer provider associg

with the partial coverage program will gain some business. Net impact woul
fewer observer days needexverall

Safety Net impact on safety at sea cannot be determined. Fewer observers snlses
means fewer souls at risk. More vessel activity in remote Aleutians can have
opposing impacts: (1) more souls in waters remote from assistance in case
trouble; (2) for operations already out in Aleutians, greater potential for good
Samaritan asistance if more boats are out there.

Communities There may be some community impacts if some vessels begin to process fis|
sea instead of delivering it to shore. This might be offset by increased viabili
and activity by qualifying catcher/procass if this occurs. Overall impact is lik
to be small given small part of the fleet impacted.

Management and Limited impacts on kseason management. Loss of information may result in
enforcement more conservative approach to-season managemeli certain instances, but
impact would be mitigated by small volume of production, and use of IFQ
management for sablefish, and the fact that most impacted fisheries are not
limited. Loss of some spatial data from observers could be compensatedtfor
strengthened VMS requirements for qualifying vess®l&eekly average catch
measure may be best since it accounts for intensity of fishing activity.

The net efficiency impact of the action is likely to be small. Minor reductions
obsener costs must be set against minor changes in the value of the data on
fisheries and their impacts. On balance, given the uncertainty associated wi
both the cost and benefit measures, this action may create either net efficien
Net impact benefits or costs,bt nei t her are |ikely to b
primarily concerned with equitable treatment of small catcher/processors, an
with respect to this, this action appears to reduce their burdens, while
maintaining a relatively limited exceaph of the general requirement that all
catcher/processors remain in partial coverage.

Table ES3 summarizes information for the three catcher/processors that currently permanently qualify
for partial coverage, and for the catcher/processors thatoaify under Alternative 2, on the number of
fishing years they would qualify. The basis years underlying these calculations are 2009 through 2014;
the fishing years are 2011 through 2016. Clearly, only limited fishing has taken place thus far in 2015,
and no fishing during 2016. This table does not account catcher vessels which may shift to
catcher/processor operations if they could do so and qualify for partial coverage.

Table ES-3 Number of years active fixed gear catcher/processors would qualify for partial coverage under
each threshold, 2011 through 2016 (six years).

Vessel ID Lower thresholds Upper thresholds
Avg daily | Avg weeklyl Maxdaily Max Annual Avg daily | Avg weekly Maxdaily Max Annual
weekly weekly
A 5 5 5 5 5 5 5 5 5 5
B 6 6 5 6 4 6 6 6 6 6
C 2 3 6 6 5 6 6 5 5 6
D 3 3 3 3 3 3 3 3 3 3
E 0 0 0 0 0 0 0 0 0 2
F 6 5 6 6 6 6 6 6 6 6
G 3 3 3 3 4 3 3 4 4 4
H 2 2 2 2 2 2 2 2 2 2
I 0 0 0 0 0 0 0 0 3 4
J 6 6 6 6 6 6 6 6 6 6
K 4 4 4 4 4 4 4 4 4 4
Source: NMFS AKRO CAS2 and AkRaations.
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In Chapter, an Initial Regulatory Flexibility Analysis (IRFA) addresses the statutory requirements of the

Regulatory Flexibility Act (RFA) of 1980, as amended by the Small Business Regulatory Enfdrcemen
Fairness Act of 1996 (5 U.S.C. 6612). This IRFA evaluates the potential adverse economic impacts on

small entities directly regulated by the proposed action.

1 NMFS estimates that abolib entities may be directly regulated by this action. Theskide
three catcher/processors that already qualify for partial coverage under the status quo; eight
vessels currently acting as catcher/processors that may qualify for partial coverage in some years
under the action alternative; an estimated four vesdbht may begin to operate as
catcher/processors in the Aleutian Islands sablefish fishery under the action alternative. Any
account of directly regulated vessels must be an estimate, since this action may cause some
vessels to begin to operate as catiidrecessors. NMFS does not believe that this will be a large
number. An estimate of the number of small directly regulated entities will be prepared after the
Council chooses a preliminary preferred alternative.

91 Directly regulated entities, seeking také advantage of their eligibility for partial observer
coverage under the action alternative, will have to contact NMFS and notify NMFS of their desire
to do so.Persons will have to apply for eligibility in each year using a simple form. NMFS
estimateghe annual codbr all members of the publiwho will apply will be$600.

1 No relevant Federal rules have been identified that would duplicate or overlap with the proposed
action.

1 The action alternative is meant to reduce relative burdens on directlgtexjamaller
catcher/processors, and in fact does so, in comparison with the status quo.
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1 I ntroducti on

This document analyzgwroposed modifications treegulations adopt with the Restructured Observer
Program in 2012 These regulationsllowed certain small catcher/processors to qualify for partial
observer coverage rather than the full observer coverage generally required of catcher/praretsors.
the theseregulations, NMFS permanently places certain small catcher/processorsiitiéd goverage
based on t hefrom@i3te2009sUndectheipropdosediodifications,a catcher/processor
could be placedin partial coverage for one year based on whether a vpssdliced at or belova
specifiedproductionthreshold andbased on other famts if any, that the Council finds appropriate.

This document is &egulatory Impact Review/Initial Regulatory Flexibility Analysis (RIR/IREAN
RIR/IRFA provides assessments of the economic benefits and costs of the actietivateras well as

their distribution (the RIR), and the impacts of the action on directly regulated small entities (the IRFA).
This RIR/IRFA addresses the statutory requirements of thgnMsorStevens Fishery Conservation and
Management AgtPresidentiaExecutive Order 12866, aride Regulatory Flexibility Act. An RIR/IRFA

is a standard document produced by hwth Pacific Fishery Management Councllounci) and the
National Marine Fisheries Service M¥S) Alaska Region to provide the analytical baakgnd for
decisionmaking.

Based on information to date, NMFS has conclud&tFS has reached the preliminary conclusion that

this action would qualify for a Categorical Exclusion from further review under the National
Environmental Protection Act (NEPAJecausdt would be an amendment to a previously analyzed and
approved action and this action would have no effect on the human environment beyond what was
analyzed in prior actiorfs.

The Observer Program provides the regulatory frameworlNfdFS-certified observers (observers) to

obtain information necessary for the conservation and management of the Bering Sea and Aleutian
Islands (BSAI) and Gulf of Alaska (GOA) groundfish and halibut fisheries. Observers collect biological
samples and figry-dependent information on total catch and interactions with protected species.
Managers use data collected by observers to monitor quotas, manage groundfish and prohibited species
catch, and document and reduce fishery interactions with protectedceso8cientists use observer
collected data for stock assessments and marine ecosystem research.

In 2012, the Secretary of Commerce adopted the recommendation of the Council and NMFS to
restructure the Observer Prograihhe first year of fishingnderthe Restructured Observer Program was
2013. Under the Restructured Observer Program, NMFS places all vessels and processors in the
groundfish and halibut fisheries off Alaska into one of two categories: (1) the full coverage category,
where vessels and prasers obtain observers by contracting directly with observer providers, and (2) the
partial coverage category, where NMFS has the flexibility to deploy observers when and where they are

250 CFR 679.51(a)(2),reprinted in Appendix B. The current regulations also have a provision for a one-year placement in partial

coverage for a catcher/processor that processed one metric ton or less on every day in the previous year, 50 CFR

679.51(a)(2)(iv)(B). This very low level of production is not sufficient for the owner of a catcher/processor to operate a viable

processing operation. See Section 2.1.1 infra.

® The proposed action has no potential to effect individually or cumulatively on the human environment (as defined in NAO 216-6).

The only effects of the action are economic, as analyzed in this RIR/IRFA. As such, it is categorically excluded from the need to

prepare an Environmental Assessment.

* This is the basis for a Categorical Exclusion in Section 5.05b and Section 6.03a.3(b)(1) of NOAA Administrative Order 216-6 (May

20, 1999), AEnvironment al Review Procedures for I mplementsng the Nat
its preliminary conclusion in the Discussion Pap e r , ARevising Allowances for Placing Smal/l Cat
Observer Categoryi Pr oposed Amendment to the North Pacific Groundfish and Hal
available on the Council website at http://legistar2.granicus.com/npfmc/meetings/2014/12/904_A_North_Pacific_Council_14-12-

08_Meeting_Agenda.
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needed based on an annual deployment plan developed in consultdliotheviCouncil. Funds for
deploying observers in the partial coverage category are provided through a system of fees based on the
ex-vessel value of retained groundfish and halibut in fisheries that are not in the full coverage category.

The Restructigd Observer Program was implemented through Amendment 86 to the Fishery
Management Plan (FMP) for Groundfish of the Bering Sea and Aleutian Islands Management Area
(BSAIl) and Amendment 76 to the FMP for Groundfish of the Gulf of Alaska (GOA)(Amendments
86/76).> The Council 6s Problem Statement for Amendmer
Observer Program had led to problems with data quality and reliability. The Council also identified cost

i nequity as a probl em wi wrrent prbgeam © lalsoeonevire whichPmmaoyg r a m:
smaller vessels face observer costs that® are disp

Under the Restructured Observer Program, the Council and NMFS made decisions about whether to place
vesselsr processors in full coverage or partial coverage based on considerations of both data quality and
cost. Under the Restructured Observer Program, the general rule is that catcher/processors are placed in
the full coverage category to obtain independstittes of catch, at sea discards, and prohibited species
catch (PSC) for these vessels and to efhhance the

Before the Restructured Observer Program, most catcher/processors and all motherships wererequired

have one or two observers onboard at all times due to their participation in catch share pr&uafos.
catcher/processors with less than full observer coverage, NMFS used a product recovery rate to convert a
vessel 6s r epor t sweighfto avenoldish roerd wgightpweight egeivdlent and used

data from observed vessels to estimate at sea discards, including PSC. The Council concluded that this
process may have introduced ° &nderahe RéstructmeONaMerS6 s c a
Programwi t h at |l east one observer on each <catcher /|
retained catch and discards based on data collected independently by observers on the vessel.

The Restructured Observer Program, howevertaioed three, limited exceptions to full coverage for a
catcher/processor: two allowances for partial coverage were introduced in the Council final motion on
Amendments 86/76 and one allowance for partial coverage was introduced in the proposed rule.

Based on testimony before the Council and in recognition of the relatively high cost of full coverage for
smaller catcher/processors and the limited amount of catch and bycatch by these vessels, the Council final
motion introduced two limited exceptionstte requirement for full coverage on catcher/processors:

[1] a hybrid allowancéor partial coverage available to a vessel that is under 60 feet and acted as a
catcher and a catcher/processor in any year betweeri Z00D;

[2] an under5,000 poundallowance available to a vessel that processed less than 5,000 pounds
on an average daily basis in its last year of production betweeri Z0I®:°

® The proposed rule for Amendments 86/76 was published in the Federal Register on April 18, 2012 (77 FR 23326). The final rule
was published in the Federal Register on November 21, 2012 (77 FR 70062). Regulations implementing Amendments 86/76 are at
50 CFR part 679. General regulations governing observers also are in 50 CFR part 600.
®Council 8s BSAI Amendment 86/ GOA Amendment 76 Problem Statement in A
gMarch 2011).

Proposed Rule, 77 FR 23326, 23328 i 23330 (April 18, 2012).
8 Before the Restructured Observer Program, for example, catcher/processors operating pursuant to the American Fisheries Act
(AFA), Amendment 80, and the Rockfish Program were required to have 100% or 200% observer coverage. 50 CFR 679.50(c)(5),
(6), and (7)(2011).
° Proposed Rule, 77 FR 23326, 23329 (April 18, 2012).
1% Council Final Motion on Observer Restructuring, BSAI Amendment 86/GOA Amendment 76 (Oct. 8, 2010) at
http://mww.npfmc.org/wp-content/PDFdocuments/conservation_issues/Observer/ObserverMotion1010.pdf
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These two all owances for partial coverage are bas

During development of the proposed rule, NMFS added, with the concurrence of the Council and the
Observer Advisory Committee (OAC), a one metric ton allowance for placing a catcher/processor in
partial coverage. NMFS added this for consistency with tbenise Limitation Program (LLP), which

allows a catcher vessel that is 60 feet or less to process one metric ton of groundfish a day without an LLP
license with a catcher/processor endorsertfentUnder the Restructured Observer Program, a
catcher/processanay be placed in partial coverage if it processed less than one metric ton of groundfish

on every day of the prioryer.Thi s al |l owance is not | i mirom20®3 t o a v
to 2009 but, as explained in section 2.1, this allowancas hextremely limited utility for
catcher/processors.

Beginning with comments on the proposed rule, industry participants have stated that the Restructured
Observer Program essentially does not allow catcher/processors that began, or wish to begiimgprocess
after 2009 to be placed in partial coverage even though they are similarly situated to the vessels that were
placed in partial coverage based on their processing activities before 2009. These industry participants
have stated that it is impossibledostain a processing operation by processing no more than one metric
ton on every single day during the year. In public comment on the final rule, these industry participants
asked for a provision in the final rule allowing NMFS to place small catcheggsorsthat began
processing after 200@ partial coverage. In response to these comments, NMFS stated that neither the
Council nor NMFS had analyzed the situation of small catcher/processors after 2009. NMFS explained
that if these industry participemwished to be considered for placement in partial coverage, they should
go through the Council process to seek recognition of their circumst&nces.

1.1 Purpose and Need
In December 2014, the Council adopted the following statement of purpose and ribexdafction:

Under the Restructured Observer Program, all catcher/processors are in the full coverage
category unless they meet the requirements for an allowance to be placed in partial coverage.
The placement of catcher/processors in full coverage esablMFS obtain independent
estimates of catch, at sea discards, and prohibited species catch (PSC) for catcher/processor
vessels. In recognition of the relatively high cost of full coverage for smaller catcher/processors
and the limited amount of catch cabycatch by these vessels, the Council recommended two
limited allowances for placing a catcher/processor in partial coverage. Both of these allowances
were based on vessel activity between 2003 and 2009.

Since implementation of the Restructured ObmeProgram, owners and operators of some
catcher/processors have requested that the Council and NMFS revise these allowances to include
vessels that began processing after 2009. First, the allowance for placing a catcher/processor in
partial coverage shald, at a minimum, be based on a measurement of ongoing production that
shows that the catcher/processor processes a small amount of groundfish relative to the rest of
the catcher/processor fleet. Second, the current regulations do not provide a wayeiamo
catcher/processor placed in partial coverage into full coverage if production increases to a level
deemed appropriate for full coverage.

50 CFR 679.4(k)(3)(ii)(D).
250 CFR 679.51(a)(2)(iv)(B),reprinted in Appendix B.
“NMFS6s Response to Comment 50, Final Rule, 77 FR 70062, 70075 (No\
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This action would maintain a relatively limited exception to the general requirement that all
catcher/processar are in the full coverage category, provide an appropriate balance between
data quality and the cost of observer coverage; and establish a basis for placing
catcher/processors into partial coverage that is not unduly difficult to apply and to enforce.

1.2 History of this Action

The following chronology shows the key events in the development of the Restructured Observer
Program that bear on this action. Under the Restructured Observer Program, the system for vessel
owners to register trips and for NMFS dssign observers is the Observer Declare and Deploy System or
ODDS.

June 2010 Council and NMFS staff prepare Initial Review Draft of the Analysis of Amendments
86/76. Alternative 3 places all catcher/processors in the full coverage category.

Oct. 2010 Council releases Public Review Draft Analysis of Amendments 86/76. Alternative 3 still
places all catcher/processors in the full coverage category.

Oct. 2010 At Council meeting, Council receives public testimony in favor of exempting small
catchef pr ocessors from full coverage based on
to 2009.

Oct. 2010 Council takes final action on Amendments 86/76. Council changes Alternative 3 and
adds two allowances for catcher/processors to choose partial covassgedn activity
from 2003t 2009: the hybrid allowance and the under 5,000 pounds allowance. Council
Fi nal Motion on October 8, 2010, adopts Al
Preferred Alternative.

March 2011 Council and NMFS staff complt e Anal ysi s of Amendments 86
Preferred Alternative ¥

March 2012 NMFS publishes Notice of availability of Amendments 86/76, 77 FR 15019
(March 24, 2012).

April 2012 NMFS publishes a proposed rule to implement Amendments 86/#6R 23326 (April
18, 2012). The proposed rule contains three allowances for catcher/processors to choose
partial coverage: the hybrid allowance, the under 5,000 pounds allowance, and, with the
concurrence of the Council and the OAC, the one metric towahce(which provided
consistency with th&LP regulation. The one metric ton allowance allows a vessel to
choose partial coverage if it processed one metric ton or less on every day of the previous
year. Itis not limited to the years 2002009.

Jwne 2012 Secretary of Commerce approves Amendments 86/76.

Nov. 2012 NMFS publishes final rule. NMFS received public comments on the proposed rule from
owners and operators of catcher/processors that began processing after 2009. These
comments asked thtte rule allow these catcher/processors to be in partial coverage on a
similar basis to what the rule allowed for catcher/processors that processed before 2009.
NMFS responds that this issue was not analyzed. NMFS states that these members of the
publics houl d bring this issue to the Council
response to Comment 50. 77 FR 70062, 70075 (Nov. 21, 2012).

June 2013 OAC discusses specific proposals to amend the Restructured Observer Program including
[1] allowing more c&cher/processors to be in partial coverage category based on activity
of a catcher/processor as both a catcher vessel and a catcher/processor and [2] allowing

 The Analysis of Amendments 86/76 is on the NMFS Alaska Region website at
https://alaskafisheries.noaa.gov/analyses/observer/amd86_amd76_earirirfa0311.pdf.
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more catcher/processors to be in partial coverage based on production levels. (OAC
Report, Jun013)

June 2013 Council requests a discussion paper on proposals for changes in the Restructured
Observer Program including a change in the allowances for catcher/processors to choose
parti al coverage A[f]or vessel.withrayaar, previ
consider options to allow an annual election; revisions to the control date for making the
el ection and production tonnage <criteria.o

Jan. 2014 NMFS provides Discussion Pa pzton dof Brop@gsedunci | ,
Amendments to the North Pacific Groundfi sh
analyzes five possible regulatory amendments on these topics: [1] vessels IFQ fishing in
multiple regulatory areas; [2] allowing catcher vessels in the B®&lfic cod fishery to
be in full observer coverage; [3] exempting from observer coverage vessels fishing for
small amounts of IFQ; [4] changing the method for fee collection froniRQefishery;

[5] revising the allowances for small catcher/processobgtplaced in partial coverage.

Feb. 2014 OAC places a high priority on revising the allowances for placing small
catcher/ processors in partial coverage: fi
ongoing financial hardship caused by the current impigation of the program as the
reason for prioritizing some amendments over others. Using this rationale, the majority of
OAC members identified the changes of coverage category for the BSAI Pacific cod
trawl CVs, and for small catcher/processors, aswhet hi ghest priority i
Report (Feb. 2014)

Feb. 2014 Counci | adopts moti on, fiThe Counci l i dent i
catcher/processors as the highest priority, followed by changes for BSAI trawl CVs.

These will not have preedence over existing prioritie:
2014)"”

Dec. 2014 The Council received the discussion paper requested in Fel{hsiyS, 2014) and
passed a motion containing a statement of purpose andareeedmall catcher/processor
action and describing a set of alternatives for analysis.

March 2015 The Council receivethisinitial review draft of the analysi®r this action

1.3 Description of Action Area

This action will affect catcher/processor vessels operatikgderal waters of theulf of Alaska and the
Bering Sea and Aleutian Islands managenaesis. The regulatory areas included in the Gulf of Alaska
and Bering Sea and Aleutian Islands am@asshown in Figure.1

®The Aexisting prioritieso were the annual observer repca) (on the
electronic monitoring; analyzing issues on data from vessels delivering to tenders; and analyzing alternatives to encourage

participation by small vessels in the Pacific cod CDQ fishery. Discussion Paper i Scoping and Prioritization of Proposed

Amendments to the Observer Program at page 5 (Jan. 29, 2014) available at Council website, http://www.npfmc.org/observer-

program/.
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Figure 1

C80bserver Coverage on Small CPs

Regulatory and reporting areas in the Bering Sea, Aleutian Islands, and Gulf of Alaska.

April 2015
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2 Description of Alternatives

The Council Motion, reprinted in Appendix A, stateattthe allowance for placing a catcher/processor in

parti al cover e, bsldaseddnd mdasutement ofingoing production that shows that

the catcher/processor processes a small amount of groundfish relative to the rest of the catcher/processor
fleet.o The Counci l Mot i on al s oovideoatwaysto indvead t he
catcher/processor placed in partial coverage into full coverage if production increase to a level deemed
appropriate for full coverage. O

In this context, the Counci l Whis tactionnwoudd tmaitaie & t he ¢

relatively limited exception to the general requirement that all catcher/processors are in the full coverage
category, provide a balance between data quality and the cost of the observer coverage, and establish a
basis for placing catcher/processant partial coverage that is not unduly difficult to apply and to
enforce. 0

2.1 Alternative 1, No Action

The No Action Alternative is the same as the Status Quo Alternative. If NMFS takes no action, the
current regulations will remain in effect. The mmt regulations at 50 CFR 679.51(a)(2) specify the
criteria for determining which catcher/processors may be in partial coverage. Appeoditains 50

CFR 679.51(a)(2).

The current regulation [50 CFR 679.51(a)(2)] states that NMFS will place allecgtatessors in the

full coverage category except if the owner of the catcher/processor meets the requirements for NMFS to
place the catcher/processor in partial coverage. The current regulation allows NMFS to place a
catcher/processor in partial coveragehree circumstances:

1. The hybrid allowancés0 CFR 679.5(a)(2)(ii)(v)] The hybrid allowance applies to a vessel that
acted as both a catcher vessel and a catcher/processor vessel in the same year iffrany year
2003- 2009. The owner of a catcher/processor less than 60 feet may makéraeoakection of
partial coverage, if the vessel had a history of catcher/processor and catcher vessel activity in one
(or more) yearérom 2003 to 200@nd if the owner elestpartial coverage at least 30 days before
the vessel 6s first trip under ODDS.

2. The under 5,000 pounds allowance [50 CFR 679.5(a)(2)(ii)(Wle owner of a catcher/processor
may make a on8me election of partial observer coverage, if that catchergmsor had an
average daily production of less than 5,000 pounds round weight equivalent in its most recent full
calendar year of operation from 2003 through 2009 and if the owner makes the election before the
catcher/ processor 0sThif dxaemidn istalsa bpseduon the activity DfDHS .
catcher/processdrom 2003 to 200®ut is not limited to vessels under 60 fe&he selection of
5,000 pounds as a basis for this allowance did not result from an analysis-ofdiegroduction
data.

3. The one metric ton allowance [50 CFR 679.5(a)(2)(iv)(Byhder this allowance, the owner of a
catcher/processor may be included in the partial coverage category if that catcher/processor
processed one metric ton round weight of groundfish or lessvery day in the immediately
preceding yeamwhich means a maximum of 365 metric tons in a.y&dnis allowance is the only
current exception to fukkoverage for a&atcher/processdhat is not based onthee s sel 6s fr o
2003 to 2009. This allowance imased on the catcher/ processor
implementation of the restructured Observer Program. However, it lasts for only one year. It is
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reevaluated every year. This allowance ends the year after the year in which the
catcher/process@rocesses more than one metric ton on any day of the year.

2.1.1 Utility of the one metric ton allowance in current regulation

The one metric ton allowance in the current regulation has extremely limited UNNMyS has received
comments from industry tha production level of one metric ton every day is too low to sustain a viable,
smallscale processing operation. The data supports that contentteom 2009 to 2014, no
catch(;g/processors with any processing activity in a year processed one metrilessnon every day in
ayea

NMFS notesone situatiorwhere theone metric ton allowance in current regulaté@n be used.Under

current regulationsa catcher/processor that was starting a processing operation, or resuming processing
after not processing for one or more yeacsuld elect partial coverage because it would have processed
zero pounds in the prior year and zero poungsiésmetric ton or less on every day in the prior year.

However, the election of partial coverage under thiswance is only good for a yearEven if a
catcher/processor owner that was starting a processing operation could use this aflowenfiest year

of operation, he owner would almost certainly process more than one metrittah least one day
during its first year of operation and would be placed in the full coverage category for its second and
subsequent yearsAt most, the one metric ton allowance would enable a catcher/processor to alternate
years of zero production and partial coveradgéhis is not a stable or viable plan of operation for a
business.

NMFSd&s exper iomanmetric tannatfowanckdarts eut this contention. NMFS received no
requests to place a catcher/processor in partial coverage in 2013 and 2014. NMFS hak oreeive
request from a catcher/processor for partial coverage in @8Qlfhis basis and granted it. NMFS
received this request from a vessel ttidtnot process any groundfigh2014 NMFS was able to grant
this request because, as noted, a vesselltesno processing in a year processes less than one metric
ton on every day in that yearBut this vessel will not be able to stay in partial coverage if the vessel
processes more than one metric ton on any day in, 2@ii6h it almost certainly will. Tus, under
current regulation, the vessel will almost certainly not be eligible for partial coverage irm2@16nder
current regulation, would only qualify farartial coveragéf the vessel sat out another year in the future
and, then, again, it woulghly qualify for partial coverage for one year.

NMFS notesthat the one metric ton allowanitecurrent regulationvas not designed to identify small
catcher/processors for purposeslefermining a sound threshold for placing small catcher/processors i
partial coverageNMFS recommended this provision for consistency with the LLP which allows a catcher
vessel to harvest and freeze up to one metric ton a day even though the catcher vessel does not have an
LLP with a catcher/processor vessel designdtiofhe purpose of the LLP provisidgto allow limited
processing by catcher vessdlle LLP provision would remain in place under AlternativéJahder

Alternative 2, acatcher vessel could still harvest and freeze up to one metric ton a day tiveecatcher

vessel did not have an LLP with a catcher/processor vessel designation.

'® The December 2014 Discussion Paper stated that one catcher/processor was exempt from full coverage under the current
regulation by meeting all three allowances. Discussion Paper i Scoping and Prioritization of Proposed Amendments to the
Observer Program at page 11 (Jan. 29, 2014). That is inaccurate. One catcher/processor met two allowances (the hybrid
allowance and the under 5,000 pounds allowance) but that catcher/processor did not meet the third allowance (the one metric ton
allowance).

50 CFR 679.4(K)(3)(ii)(D).
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Table 1 Characteristics of the current three partial allowances in 50 CFR 679.51(a)(2)

Allowance Election Production Requirement | Vessel Duration (FFP = Feder

Length FisteriesPermit)

Hybrid allowance | Onetime — Vessel operated aj <60 feet | As long as vessel is designat]
30 days before| catcher/processor  ang without interruption as C/P
first trip under | catcher vessel in any yead and CV on FFP; allowance
ODDS from 2003to 2009 transferable to future vesse

owner

Under 5,000 Onetime — Average daily groundfisf no limit | As long as same person th

pounds allowance| 30 days beforel production < 5,000 initially received allowance i
first trip under | pounds in last full year o FFP holder; allowance is n
OoDDS production from 2003 to transferable to future FFFH

2009 holder

One metric ton| Every year < 1 met r i ¢ | nolimit | oneyear

allowance weight of groundfish
every day of previous
year

How many catcher/processors have participated in the Restructured Observer Program?

Table2 shows the number of active catcher/processors from 2009 to 2014. The average number of active
catcher/processors over those six five years was 77. The years 2013 and 2014 were they@esstwo

under the Restatured Observer Program: 73 catcher/processors participated in the Restructured

Observer Program in 201382 catcher/processors in 2014.

Table 2 Counts of non-trawl and trawl catcher/processors in BSAl and GOA FMP fisheries

2009 2010 2011 2012 2013 2014
Non-trawl 44 43 39 41 38 37
Trawl 38 36 37 37 35 35
Total 82 79 76 78 73 72
Source NMFS AKRO CAS2

How many vessels has NMFS placed permanently in partial coverage under current regulations?
Three vessels.

pl ace a vessel into partial coverage
Afunder 5,000 p oNMRSI s mated three catchemprocesgmsmanentlyin partial
coveragbased on t he v e s200381toQ39 ane datcheriprocgssdr mdt both ¢ha hybrid
allowance and the under 5,000 pounds allowance; one catcher/processor met only the hybrid allowance;
one catcher/processor met only the under 5,000 pounds allowance.

NMFS may I per

WhenNMFS pl aces a catcher/ processor i nfrom&003b al cov
2009, the vessel may remain in partial coverage irrespective of how much groundfistiuitegin a

year. Thesehreecatcher/processors therefore are undetimit as tohow muchthey may process and

remain in partial coveragdJnder the current regulations, these three catcher/processors are permanently

in partial coverage.

Are there any additional vessels that NMFS could place permanently in partial coverage under the
current regulations? Three vessels.
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If a catcher/processorhas not taken a trip under ODOsit meets the requirements of the hybrid
allowance or the undeb,000 pounds allowance, the catcher/processor could still qualify for partial
coveragms | ong as the vessel owner elects partial C (
trip under ODDS.

According to NMFSOs h i @ tatchei/pcoeessorgmuldo qualify for partial d at a
coverage under the hybrid allowance but have not taken a trip under ODDS. That means that these two
catcher/processors are l¢ésan60 feet LOAandoperated aboth acatcher vessel aralcatcher/processor

in at least one ye&rom 2003 to 2009

According to NMFSO6s hi st or i c awoulgquaifgforpartialcoveraat a, o
under the under 5,000 pounds allowance but has not taken a trip under ODDS. That means that this
catcher/proessor had anvarage daily groundfish production of less than 5,000 pounds in its last full

year of production between 2003 to 2009

How many vessels has NMFS placed in partial coverage for one year under the one metric ton
allowance?One vessel for ongear.

As noted,NMFS received no requests for partial coverage under this allowance for 2013 or 2014.
NMFS received one request to place a catcher/processatial paverage on this basis for 2015. NMFS
determined that the catcher/processor psegsio groundfish in 2014, which is one metric ton or less on
every day in 2014. NMFS therefore placed that vessel in partial coverage for 2015.

In sum, he status quo alternative is essentially a closed system. It allows the owners of
catcher/processs that met production criteria from 20Q&dugh 2009 topermanentlychoose partial

coverage. It allows these catcher/processor owners to maintain partial coverage irrespective of how much
groundfish they processAlthough the one metric ton allowanfoe partial coverage is theoretically open

every year, this level of processing is too low to support a viable processing operation by a
catcher/processor. The only way that the owner of a catcher/processor can use this allowance is to
process zero pounds nothingi in a year and then the vessel would almost certainly be in partial
coverage only for one year because, as part of an ongoing processing operation, the vessel would almost
certainly process more than one metric ton of groundfish on atdeastay dur i ng t he vess
partial coverage.

2.2 Alternative 2

Revise the allowances for NMFS to place small catcher/processors in partial coverage. Under this
alternative, the basic criterion for placing a ca
in a past year. To adopt a preliminary predd alternative, the Council must address five elements of

this action:
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Element 1: What is the production threshold for placing a catcher/processor in partial coveoagef?
choses one option.

Option Measure Threshold based on T(percentile Threshold based on kernel
approach density distribution approach

Pounds (metric tons)

1. Average daily production 1A. 11,000 (5.0) 1B. 15,500 (7.0)
2. Average weekly production 2A. 42,000 (19.1) 2B. 79,000 (35.8)
3. Maximum daily production 3A. 26,000 (11.8) 3B. 44,000 (20.0)
4. Maximum weekly production 4A. 94,000 (42.6) 4B. 197,000 (89.4)
5. Annual production 5A. 677,000 (307.1) 5B.2,665,000 (1,208.8)

Sources: Percentile based thresholds summarized from Table 4 in Appendix B of Discussion Paper (Nov. 28, 2014); kerng
based thresholds derived from Table 5 in Appendix B. Tonnage estimates based on rounded pound valeesimepbte.

Element 2: What is the basis year for placing a catcher/processotiah gaverage?

Element 3: If a catcher/processor has no production in the basis year as determined under Element 2, how
should NMFS determine whether to place catcher/processor in partial coverage until the
catcher/processor has production in a basis yeaupcil chooses ongption

Option 1: Place catcher/processor in full coverage.

Option 2: Place all catcher/processor in partial coverage.

Option 3: Place trawl catcher/processor in full coverage until vessel has production history; place

other catcher/processors in partial coverage until vessel has ponchistory.

Element4. For a catcher/processor to be in partial coverage, will the vessel lvawueeto choose partial
coverage®ouncil chooses ongption
Option 1. Vessel owner must choose partial coverage for the upcoming fishing year by an annual
deadline.
Option 2. NMFS places vessel in partial coverage for the upcoming year withouttiamybgc
owner.

Element 5: Should NMFS modify the placement of a catcher/processor in partial coverage based on any
additional factors in the Council motior2ouncil chooses any or alptions.

Option 1. Whether a catcher/processor is a hybrid jesse

Option 2. Whether a catcher/processor usescpdatigear: trawl, hoolandline, pot, jig gear.

Option 3. Whether a catcher/processor operates in a fishery with a PSC limit.

Before examining the elements of Alternative 2, we note that the Council motion contained this statement

concerning Alternative 2: AUnder this alternatd.i
observer coverage b e paiané$ne caich shard mograne the wessél svould ber t i ¢ |

inel i gible for partial observer coverage under t
clear that this limitation meant that the vessel would be ineligible for partial cowehagethe vessel was
participating in the catch share program pursutmaO 1 0 (sétvermdverage™® The Council motion

and the Council discussion simply state the obvious, namely that avbatther/processas required to

haveO 1 0 Oséfverodverageby virtue of a catch share program or othetionthat is independent of

the Observer Prograrthis proposedaction would not superse@eseparateindependentequirement for

O 1 0 Gséfvernaverage

'8 Council Discussion of AgendaltemC-9 and Moti on by NMFS6s Representative (December
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The following catcher/processors are under inddpat requirementstohav® 100 % obser ver
when fishingin theseprogramsor sectors the American Fisheries Adhe Amendment 8@rogram, the
Rockfish Quota Share Progrartie Community Development Quota (CDQisheries, theAleutian
Islands pllock fishery and the lonline catcher/processor subsectdihus, under this action, any vessel
would be excluded from partial coverage while operating in any of fireggamsin the unlikely event

that theiroverall production was at or below the production threshold in Element ¢hfmosingpartial
coverage.

2.2.1 Element 1. What is the production threshold for placing a catcher/processor in
partial coverage?

Council Motion

Under Alternative 2, the Council must selecproduction threshold for placing a catcher/processor in
partial coverage The Council Motion contaid different production thresholds that are liste@iable3.

Each option |l ooks at a graundfishprodection in mgears average dafly a
production, average weekly production, maximum daily production, maximum weekly production, and
annual production. For each of those measures, gaitindooks at production thresholds calculated by
two different methods: the f(ercentile approach and the kernel density distribution apptfdath.
essence, the five options are really ten options. To refer to each production threshold, the Aiihalysi
refer to them as Option 1A, 1B, 2A, 2B, etc., as in Tatdelow:

Table 3 Production thresholds for analysis from the Council December 2014 motion.
Option Measure Threshold based on T(percentile Thresholdbased on kernel
approach density distribution approach

Pounds (metric tons)

1. Average daily production 1A. 11,000 (5.0) 1B. 15,500 (7.0)
2. Average weekly production 2A. 42,000 (19.1) 2B. 79,000 (35.8)
3. Maximum daily production 3A. 26,000 (11.8) 3B. 44,000 (20.0)
4. Maximum weekly production 4A. 94,000 (42.6) 4B. 197,000 (89.4)
5. Annual production 5A. 677,000 (307.1) 5B. 2,665,000 (1,208.8)

SourcesPercentile based thresholds summarized from Table 4 in Appendix B of Discussion Paper (Nov. 28, 2014); kernel
based thresholds derived from Table 5 in Appendix B. Tonnage estimates based on rounded pound values reported in

The RIR describs in detail the examination of production data for catcher/processors for six years: 2009
to 2014. When analysts excluded processing activiybj ect t o an i ndependent
coverage, no trawl catcher/processors would have been eligilpartial coverage under any production
alternatives in the Council Motion.

Analysts compared the past production of the three vessels that currently qualify for partial coverage with
each of the production thresholds in the Council Motion [TableThgse three vessels uniformly
qualified for partial coverage at the higher production thresholds. These three vessels all qualified for

partial coverage at the lower production thresholds in three of six years. For the other three years, the

three catch#processors currently exempted from full coverage mostly qualified for partial coverage.

! The 10" percentile method set a threshold at the 10" percentile of production, the kernel density method evaluated alternative
kernel density characterizations of the distribution of production, and set thresholds at a measure of a local minima between lower
and upper concentrations of vessel production. These were discussed in the December 2014 discussion paper, and key parts of
that discussion are included as Appendix C of this RIR/IRFA.
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The top half ofTable 7showshow many of these three vesseisuld have qualified for partial coverage
under each of the options in Element 1:

9 For all sixyears [2011 2016], hese three vessels processed below all of the higher production
thresholds [Options 1B, 2B, 3B, 4B, 5B] in every year and would have qualified for partial
coverage in every yeatr.

9 For 2014, 2015, and 201@hese three vesselgould have qualified agvery lower threshold
[Options 1A, 2A, 3A, 4A, 5A,] meaning that all three vessels proessed at or ballotlve low
production threshold# the basis years for 2014, 2015, and 2016.

9 For 2013, one catcher/processor exceenieel lower threshold, the lower maximum daily
threshold [Option 3B]two out of three processed below that production threshold. Three out of
three vessels processed below the other low production thresholds [Options 1B, 2B, 4B, 5B]

9 For 2012, one the the catcher/processors exceeded one low threshold, theariowal
production threshold [Option 5A]; two out of threessels were under this threshdlitee out of
threeprocessed under tlmeher four low thresholds [Options 1A, 2A, 3A, 4A].

9 For 2011, one of three catcher/processors exceeded the average weekly production threshold
[Option 2A]; two out of three were under this threshold; one of three catcher/processors exceeded
the annual low production threshold [Option 5A]; two out of three wader this threshold; and

three out of three were under the other low production thresholds [Options 1A, 3A, 4A]

Analysts compared the production of thatcher/processors currently in full coverage from 2009 to 2014
with each of the production threshsldn the Council Motion [Table 8]. A maximum of eight
catcher/processors in any yeeould have qualified for partial coverage. The mimum number was four
that would have qualified.In this category of vessels, six vessels was the most common number of
vessels thgbrocessed below a production threshold in the Council Motion.

The owners of some vessels have stated that they would begin processing if partial coverage were
available. These are persons that wish to process sablefish A Quota Shal3itland owners of jig
catcher/processorsSection 3.7.5 of th®IR explained the difficulty in providing any estimate of how
many additional catcher/processors would begin processing sablefish A Quota Share in th& BSAI.
Sablefish A Quota Share is QaoBhare that can be processed on a catcher/processor. The RIR does
document that a great deal of sablefish A Quota Share is not being used [Table 10] but this was also
occurring before the Restructured Observer Program placed catcher/processors irefajiec@ection

3.7.5 of the RIR concludes by providing a best estimate that Alternative 2 might lead to an additional

to four vessels might begin processing sablefish Q Quota Share and this may lead to an additional 400
metric tons of sablefish beinocessed under Alternative™2.

The operators of some jig gear vessels have stated that they would start processing in federal waters if
partial coverage were availattie them. Jj gear vessels catch a very small amount of grountfiig
gear vesssl do not operate under any PSC limittsAlthough the availability of partial coverage is

0 gection 3.7.5.

! Section 3.7.5

2 Analysis of Restructured Observer Program at page 160 (March 2011). Figure 9 in that Analysis has the total weight of
roundfish landings by gear type in 2008 and the landings by jig gear are an exceedingly small part of overall groundfish landings.
¥ 50 CFR 679.21.
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important to the owners of jig gear vessél§ection 3.7.4 of the RIR estimates tliae increased
processing that may occur under this action by jig gear catcbesgsors would be insignificant for
purposes of evaluating overall impacts of this action.

The Counci l could choose any production threshol
exception to the general requirement that all catcher/processoes ai n t he ful | cover
[Council Motion, Appendix A] The production threshold in Optiord5@e higher annual productién

includes the most groundfish production [Table 14]. Therefore, an estimate of groundfish production
under Option 5B prodes an estimate of the maximum amount of groundfish production that would be
subject to partial coverage under Alternative 2. The RIR estimates that, under Option 5B, Alternative 2
would place in partial coverage tvwenths of one percent of aggregate BS#wd GOA groundfish
production:

The catcher/processor production by the eleven vessels directly regulated by this action

accounted for about 3 percent of roawl catcher/processor production during the six

years from 2009 through 2014. If the fixgdar catcher/processor production estimate

was increased by another 400 metric tons, a hypothetical figure suggested in the

di scussion of sabl efish AAO quota shares, t he
production under partial coverage would obange.

The sum of the catcher/processor production by these eleven vessels plus a hypothetical
400 metric tons of sablefish catcher/processor production, accounted for aboentingo

of a percent of aggregate BSAI and GOA groundfish production dtmengame 2009
through 2014 period. [Section 3.7.12]

A description of the different measures of production

Under themaximum dailyproductionmeasure NMFS woul d | ook at a vessel
basis year and place the vessel in partial coverage if it did not exceed, on any day, the specified threshold
of production. Under thenaximum weeklyproductionmeasure NMFS woul d | ook at

production during the basis year and place the vessel in partial coverage if it did not exceed, in any week,
the specified threshold of production. This measwauld result in the exclusion ofindividual
catcher/proecessors from partial coverageause foa single high production day or weekhen they

should not be excluded. A catcher/processor could haveudier day or week of unusuallfigh
productionbut could still, by a more meaningfuimeasure of production, process a small amount of
groundfish relative to the rest of the fleet. Similarly, it might be possible for a catcher/processor to
manipulate production. A catcher/processor could prdessgharthe maximum every day and proses

a relatively large amount of groundfish relative to the rest of the fleet.

Under theaverage daily production measufdMFS would takethe round weight equivalent of a
groundfish production in the basis year and divide the total production by the mofrdae/s on which

the vessel produced, or processed, any groundfish. t he vessel 6s average dail
than the production threshold adopted under Element 1, NMFS would place the vessel in partial coverage.
Under the current regulan, a vessel may be placed in partial coverage if it processed less than 5,000
pounds on an average daily basis in its last year of productitdre period from2003 hrough2009.

This measure of production was not the result of an analysis of whiatfzrproduction measure would

2 \Written Statement of Ken Christiansen, attached to Agenda Item C 13 for Council Meeting (February 2014); Written Statement of
Darius Kasprzak, President, Alaska Jig Association, attached to Agenda Item C 13 (February 2014); Written Statement of Adam
Lalich, attached to Agenda Item C-9 for Council Meeting (December 2014). These statements are available on the Council website
for Archives of Council Meetings: http://www.npfmc.org/council-meeting-archive/
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identify small catcher/processors compared to the rest of the catcher/processdksitietirom this
determination, NMFS does not use average daily production data as a basisféoring any fishing
privilege in any maagement produgranDuring a single trip, a vessel may, and often does, process
nothing on somedays, and thema great deal on other§he regulations generally define the end of a
fishing trip for a catcher/processor as the end of the weekly reportingdger NMFS uses weekly
production data, not daily production data, to generate rategdbibRed Species Catch (PSBY the
catcher/processor fleet.

Under theaverage weekly production measure NMFS woul d take eaequwedasfel 6s r
groundfish production in the basis year and divide the total production by the number of weeks during
which the vessel processed any groundfis. t he vessel 6s average weekly
the production threshold adopted under ElememMiNIFS would place the vessel in partial coverage.

Since it is a weekly measure, this measure has the virtue of measuring groundfish production in accord
with the way NMFS generally definedishing tips for catcher processqrsiamely the amount of

groundfid processed during a weekhis measure wouldapture activity by catcher/processors thasw

intense in nature, such as when a catcher/processor processes intensely for several weeks or several
months, because periods of intense activity would increhset vessel 6s aver dbie week]l
measurecould exclude catcher/processors that still process a small amount of groundfish relative to the

rest of the fleefrom partial coveragbecause they process intensely for a short period of time daeng t
year,butdo not process throughout large pesoftithe year.

Under theannual production measurdMFS woulddetermine av e s stadl réuad weight groundfish

production in the basis year. If the vessel was at or below the specified tmeahbld, NMFS would

place the vessel in partial coverage. vAe s sel 6 s annual thet eadiestImeagputeo d uct i c
understand. A vessel 6s atemosadirecpmeasdraiddt | vas ¢ @§3s oawn
processing activity and the f f e c t of t hat vessel 6s pTheamwmsi ng a
production measure would be the easiest for a vessel operator to monittw rdtess under that

amount, if the vessel operator was approaching the limit and wished to remaitiahgoaerage in the

upcoming year.However, this measure may naace in fullcoverage activity by catcher/processors that

was intense in nature, such as when a catcher/processor processes intensely for several weeks or several
months. NMFS must carefily monitor these bursts of activity during a fishing year dffective inseason
management.

2.2.2 Element 2: What is the basis year for placing a catcher/processor in partial
coverage?

The basis year is the yeidwat NMFS will use to determine whettrercatcher/processor may be placed in

parti al coverage. NMFS wi | | apply the production
in the basis year is at or below the production threshold chosen in Element 1, the vessel will be eligible

for partial coverage in the fishing year under consideration, subject to any other requirements in the
regul ation. I f the vessel s production exceeds t
will not be eligible for partial coverage in the fish year under consideration.

Under Alternaive 2, NMFS cannot use the production data from the year immediately prior to the fishing
year as the basis yeamamely Fishing Year minus one yednecause NMFS prepares the Annual
Deployment Plan during thgear Under Alternative 2therefore the standard basis yewaill be two

years prior to the fishing year, that is, the Fishing Year minus two ydtiis. necessary to have an
alternae method fordetermining whether to placevassel in partial covagewhen a catcher/processor

% gee 50 CFR 679.2, the definition of fishing trip for catcher/processors and motherships. The regulation lists other events that
mark the end of a trip for these vessels, such as the vessel offloads all its fish or the vessel begins fishing with a different type of
authorized gear, but only if these events occur before the end of a weekly reporting period.
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did no processing in the standard basis .ybathat situationNMFS would evaluate thenost recent
fishing year before the standard basis year when the catcher/processor had any pradifEsmwould,
however, not test foyears prior to 2009. The following subsections discuss these points in more detalil.

Under Alternative 2, it would not be feasible for NMFS to place a catcher/processor in partial coverage
based on the production data of the immediately preceding year: Fishing Year minus year one is not
feasible.

The Council motion stated that, under Alternative 2, the basic criterion for placing a catcher/processor in
parti al coverage is the vesselbs productlhthen Ai n t
process of preparing thaalysis NMFS real i zed t hat it would be vi
production in the year immediately prior to the year in which the exemption from full coverage might be

in effect. This is because the fish year lasts from January 1 to December 31. It would be impossible

on January 1 to calculapFoductionfor the year that ended on December 31 and determine, starting on
January 1, which vessels would be eligible for partial coverage for that fisking ye

Even if NMFS could somehow discoymtoductionin the last weeks of Decemb&MFS uses thentire
yearimmediately prior to the fishing year to develop the Annual Deployment(RER) for that fishing
year. The year immediately before the fishyrear is the ADP development year. In developing the
ADP, NMFS uses the data from the year before the ADP development year.

The ADP describes the process and schedule for development and implementation of tffe WERy
the year 2015 as an exampleggh are the key dates in developing the ADP that will govern fishing in
2015:

June 2014: NMFS presents the 2013 Annual Report to the Council and the public. The 2013
Annual Report is the report on the Observer Program for the 2013 fishing year (Jariuary 1
December 31, 2013).

Junei September 2014: Using information from tB813 Annual Report and any Council
recommendations or input on the 2013 Annual Report, NMFS prepares and releases the Draft
2015 Annual Deployment Plan. The ADP proposes coverage in the partial coverage sector for
2015.

October 2014: The Council ant$ iScientific and Statistical Committee (SSC) review the Draft
2015 ADP and recommendations on the 2015 Draft ADP by the Groundfish Plan Team and the
Council 8s Observer Advisory Committee (OAC).

Novemberi December 2014: NMF S anmentlayionsefrom thehOetob€o u n c i |
2014 meeting and prepares a Final 2015 ADP.

December 2014: NMFS releases the 2015 Final ADP prior tDéhembeCouncil meeting.

For our purposes, what is important is that the ADP for fishing year 2015 is not, ddahobbe, based

on data from 2014 because the ADP for 2015 is prepdwdadg 2014. NMFS needs 2014 to analyze
fishing data from 2013; propose an ADP; receive Council and public input on the proposed ADP; and
then adjust the ADP, if need be, in respadiosihat input.

% Section 2.2, 2015 Annual Deployment Plan for Observers in the Groundfish and Halibut Fisheries off Alaska (NMFS, 2014)
(hereinafter 2015 ADP).
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Further, under Element 4, the Council will decide whether to require a vessel owner whose vessel is
eligible for partial coverage to request partial coverage. If the Council recommends requiring the owner
to elect partial coverage, thaglds a new step to the current process. The new step is that the vessel owner
must determinghe production data for the vessmid, if the vessel processed below the production
thresholds for partial coverage, the vessel owner must notify NMBSthe @ner wishes partial
coverage.

Under Alternative 2, NMES would not use a special time period for determining placement of
catcher/processors in partial coverage

It is theoretically possible that this action could adopt a special time period for deteyminéther a
catcher/processor might be placed in partial coverdem. example, for the fishing ye@015, NMFS

could analyze production data for catcher/processors from June 2013 to June 2014. If NMFS used this
time period, it would give NMFS time talculate production and allow owners to opt out by September

1, 2014. If NMFS used this time period, NMFS would be placing a catcher/processor in partial coverage
in 2015basedon production data six months closer to 2015: June 2013 to June 2014Jaarsasy to
December 2013.

NMFS believes the benefits of using a special time period for determining aratautweighed byhe
problemsit would create. The data is only six months more recent. The cost of that increase in the
recency of the data that NMFS would determine the placement of catcher/processors in partial coverage
based on data from one time period and would determine the rest of the ADP based on data from a
different time period. This approach would creatan inconsistency in data sets used to determine
different aspects of the ADP.In the example above of the 2015 fishing year, NMFS would determine
coverage and sample rates based on data from January through December 2013 and would determine
which vesselsould be placed in partial coverage based on production data from June 2013 to June 2014.

Further, preparation of the ADP is on a tight timeline. The adoption of a special time period for
determining placement of catcher/processors in partial covevagkl require a separate calculation of
Juneto-June data at the same time NMFS is formulating the rest of the ADP based on the-téanuary
December. The calculation of this separate time period might interfere with timely preparation of the rest
of the ADP.

Under Alternative 2, NMFS would use a standard basis year, which is Fishing Year minus two, and an

alternate basis year, which is the most recent year of
ear.

The Council motion states thatunddrA er nat i ve 2, ithe basic criterio
parti al coverage is the vessel 6s production in th
A]. NMFS believes that the Coundiitended thathe basic criterion for plémg a catcher processor in

patial coverageunder Alternative 2 would b8t he vessel 6s pr odouwhich folln i n t

datais availableor[t h e v]e smsoeslté sr ecent year of production. 0o

Therefore, NMFS believes that, under Alternative 2, the standard basishgeda behe year before the
immediately preceding year, namely the Fishing Year minus two years. Table 4 describes this process for
the fishing year2016 through 2019 In Table 4, each line shows the standard basis year; the ADP
development year, which is the next year; and the fishing year for placing a catcher/processor in partial
coverage.
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Table 4 lllustration of partial coverage eligibility calculation time frame
Standard basis year ADP development year Fishing year for placing vessel in parti
coverage
2014 2015 2016
2015 2016 2017
2016 2017 2018
2017 2018 2019
Note: Standard basis year is the year NMFS will use to determine assignnoatiudr/processor to partial coverage. If veg
has no production in the standard basis year, NMFS will use production in an alternate basis year.

Under Alternative 2, if the vessel has no production in the standard basis year, NMFS will go back to the

most recent year before the standard basisduwamg which a catcher/processor was activais will be

the alternate basis year. If the vessel processed any groundfish in the alternate basis year, NMFS will
determine whether to place the vessel in pai a | coverage based on the vess
basis year.

NMFS will not, however, go back farther than 2009 two reasons. First, NMFS has more complete
production data beginning in 2009 because NMFS began in 2009 to receiverddilgtion reports from
catcher/processors. Secotml,preparing this analysis, NMFS examined production data from 2009 to
2014.

If the vessel has no production in the standard basis year or an alternative basis year, NMFS will use the
method for placig a catcher/processor in full or partial coverage that the Council chooses in Element 3.

2.2.3 Element 3. If a catcher/processor has no production in the basis year as
determined under Element 2, how should NMFS determine whether to place a
catcher/processor in partial coverage?

Under Element 3, the Council would choose one option:

Option 1: Place catcher/processor in full coverage.

Option 2: Place all catcher/processor in partial coverage.

Option 3: Place trawl catcher/processor in full coverage until vessel has production history; place
other catcher/processors in partial coverage until vessel has production history.

Element 3 responds to the circumstance of a catcher/processor witstarg bf production afte2008

This vesselwould either be a newly built catcligrocessor, a newly rebuilt catcher/processor, or a
catcher/process that, for some reason, had an extended gap in processing, meaning that it processed
before 2009 bunot in 2009 or after 2009. This section sometimes refers to these vessels as new
catcher/processors, but it is possible thatatcher/processor may no¢ a vessel completely new to

processing. NMFS would use the rule in Element 3 for a maximum of two yea the catcher/ |
first and second year of activityAf t er t hat , NMFS coul d useabasihhe ves:
year.

Under Option 1 NMFS would place a new catcher/processor in full coveragi it had production

history in a lasis year.Option 1 has the benefit of foreclosing the possibility that a new catcher/processor
with high production would be in partial coverage. Option 1 hagisikeof placing a vessel in full
coverage even when the vessel is likely to process a4 amalnt of groundfish relative to the rest of the

fleet and even when the cost of observer coverage might be disproportionate to the potential revenues
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from processing. Option 1could deter some vessels that have requested freliefentering processin
if, for two years, they would still be in full coverage.

Under Option 2NMFS would place a new catcher/procesagpartial coverageintil it has a history of
production The benefits and risk of Option 2 are the inverse of Option 1. Option 2 hberthét of
allowing new catcher/processors in partial coverage, when they would likely process under the threshold
and therefore would likely experience the cost of full coverage as disproportionate to the revenues from
processing. Option 2 hss the rigk placing a catcher/processor in partial coverage, when the vessel
would likely process over the production threshold for partial coverage, possibly greatly over the
production threshold for partial coverage.

The possible placement of a catcher/promesspartial coverage with relatively high production dgrto

two fishing years is mitigated by several factors. First, if a new catcher/processor is participating in a
catch share pr ogr am new catbher/rocés8uodid stllbesebfec tg the 100%h e
observer coverage requirementsThus, a new AFA catcher/processor or a new Amendment 80
catcher/processor will be subjgcto O 100% coverage requirements. Se
coverage is still subject to placemerit abservers according to a scientifically sound sampling plan
developed through the ADP process. Theoretically, the ADP could even require 100% observer coverage
for vessels that are in the partial coverage categorhird, if, under Element 4 of thiaction, a vessel

owner must choose partial coverage, it is possible that the owner of a catcher/processor that would
process in excess of the production threshold would choose full coverage anyway (A vessel grossing in
excess of about approximately $21 lrait million may have lower costs for an observer if the vessel
owner chooses full coverage at a cost in the vicinity of $367 & dather than partial coverage with a

1.25 percent assessmefit).

Option 3 originated ina desire to provideghe Councilwith an alternative to placingll new
catcher/processors in full coverage (Option 1) or all new catcher/processors in partial coverage (Option
2). Until a catcher/processor has processing history, could NMFS employ another criterion to place some
catclker/processors in full coverage and some in partial coverage?

NMFS looked to the historical data on production by catcher/procedgsorshaecteristics of
catcher/processors that are likely, and that are not likely, to process at or below the proiohestiaids
in Element 1. The data showed that a catcher/procdssose of trawl gear predi&to a near certainty
that a vessel would likely process over the production thresholds for partial coverage in Element 1

NMFS has reviewed fishing activity bdyawl catcher/processors ovaix years 2009 through2014) and
compared it to the ten thresholds under consideration in Element 1. Out of these 60 situations, there were
only two instance where, in one yeaq trawl catcher/processqrocessed below ona the production
thresholds under consideration in Elemert Thus, in 58 out of 60 situations, a trawl catcher/processor
processed over the production thresholds for partial coverage.

It should be noted, however, that evarthese two instanced)dse vesselwould have been precluded
from partial coverage because the fishing by thes

T Vessels in the partial coverage category pay 1.25% of their ex-vessel revenue regardless of the percent of the time that an

observer is actually onboard the vessel. Just as some ratagissel s i n tt
would be possible underthe ADP f or NMFS to establish a 100% observer coverage requi
category.

% This was the daily cost of full coverage in 2013. Section 2.4 at page 24, North Pacific Groundfish and Halibut Observer Program

229013 Annual Report (NMFS, 2014), available at https://alaskafisheries.noaa.gov/sustainablefisheries/observers/annualrpt2013.pdf
Section 2.2.5.2.

% One vessel fell below the [high annual production measure or whichever one] [Option 5B] and one vessel fell below the

measure [Option XX]. [See section 2.7.1 infra
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the AFA or Amendment 80 requirementdhus, based on 2009 to 2014 production data, no trawl
catcher/processors wiauhave qualified for partial coverage under any of the production thresholds under
consideration But if the Council wished to guarantee that a new trawl catcher/processor would be
precluded from partial coverage, the Council could choose Option 3.

Therefore, if a catcher/processor with no production history has a trawl gear designation on its FFP
license, the Council could reasonably conclude sheh acatcher/processor would likely exceed the
production thresholds in Element 1 in its first twaasge of operation. It is far more likely that such a
vessel would exceed the production thresholds under consideration than the vessel would process at or
below those production thresholds.

When a catcher/processor begins to have production in thaastidmasis year or an alternate year, NMFS

wi || use the vesselds own production in the stal
catcher/processor in partial or full coveraggcept that a vessel will always llbei®@ 100% obser ve
covergewhen the vessel is subject to an independent 100% observer coverage requirement

2.2.4 Element 4. For a catcher/processor to be in partial coverage, will the vessel owner

have to choose partial coverage?

Under Element 4, the Council would choose one aptio

Option 1. Vessel owner must choose partial coverage for the upcoming fishing year by an annual
deadline.

Option 2. NMFS places vessel in partial coverdgethe upcoming yeawithout any action by
owner.

Under Option 1, if a vessel processed at or below the production threshold for partial comedaite,
vessel owner wanted to choose partial covertige vessel owner would have to notify NMFS by a
annualdeadline NMFS believes thaa July I1deadlinegives vessel owners ample time to choose partial
or full coveragdor the upcoming year and gives NMEB6fficient time to incorporate the vesselsicko
into the development of the ADP for the upcoming fishing year. If the vessel owesnat choose
pattial coverage by the regulatory deadline, ¢h&cher/processavould remain in full coverage.

Option 1would notrequire thatNMFS place a catcher/processorpiartial coverage.Option lrequires

the vessel owner to choose partial coverage. If tlseleowner concluded that full coverage was
beneficial, for whatever reson, Option 1 allows the vessel owner to let its catcher/processor remain in full
coverage. If the vesselowner wishes its vessel to remain in full coverage, that provides NMFS with
more data about tFurtber, MMFS has|alfowed the ownersi of BSAIsPacific cod
catcher vessels to choose full coverage, even though, by regulation, these vessels are in partial'coverage.

UnderOption 2, NMFS wouldplace catcher/prossors in partial coveragethe vesselsprocessed at or

below the production threshold for partial coverdgeng the basis yeathe owner would have no ability

to opt out of partial coverage and request full coverage. Under OpticdMES would havethe
responsibility to determine what vessels met the requirements foal paotierage. NMFS would then
notify the vessel owners that their vessel would be in partial coverage for the upcoming year. Option 2
would place on NMFS the responsibility to pathe vessel in partial coverage. Option 1 places the

“For a description of the fABSMENEuUbD|I s€EevS&eagyeoBompbi andeApgeradi x F
ADP states at page 13: ANMFS is extending the voluntarydbé ul | cover e
best addressed inthelong-t er m t hr ough a r e g ownasobtheye caiches vegsels. both payTfdr rill observer

coverage and pay the 1.25% ex vessel fee for partial coverage. Under Option 1 of Element 4 for this action, the catcher/processors

who choose full coverage would be relieved of partial coverage obligations (principally registration in ODDS and payment of the

1.25% ex vessel fee) and would instead arrange directly with, and pay directly to, the observer provider to take an observer on every

trip.
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responsibility on the vessel owner to request partial coverage if they want partial rather than full
coverage.

Under both optionsfi t he owner di sagreed with NMF®Bsgeuddet er m
notbe in partial coverage, the owner woul d have th
15 CFR Part 908> During the pendency of the appeal, NMF S 6
effect.

NMFS expects few, if any, @eals under Option 1 or Option 2. The basis for placement of
catcher/processors in partial coverage actual, historical, groundfish production datd® The
requirements to submit catch and processing data are detailed, comprehensive, and knowrthte all in
industry. After data is placed in the catch accounting system, vessel owners and operators have access to
the system and work with NMFS to correct their data. NMFS believes that whether a vessel processed
above or below the production threshold waltelybe in dispute.

2.2.5 Element 5. Should the basic production criterion for placing a catcher/processor
in partial coverage be modified based on additional factors?

The Council Motion stated:

The Analysis shouldevaluate whether the basic production criterion for placing a
catcher/processor in partial coverage should be modified based on any of the following
factors:

1 Whether a catcher/processor is a hybrid vessel, that is, a catcher/processor operates as a
cather vessel for part of the year and a catcher/processor for part of the year;

Whether the owner of a catcher/processor chooses partial coverage;

Whether a catcher/processor uses particular gear;

Whether a catcher/processor operates in a fisheryal8C limit;

Whether a catcher/processor is just starting or is resuming processing and therefore its
production in the prior year was zero

= =4 =4 =9

The Analysis considered the last factor under Eleg2rand 3. Under Element 2, NMFS will use the
production ofa catcher/processor in the most recent year for which NMFS has full production data. That

will generally be the fishing year minus two years. If a catcher/processor has no production in that year
but has production in an earlier yegoing back to 2009 NMF S wi | | use the vessel
production. If a catcher/processor has zero production in all those years, the Council will choose an
option under Element 3.

The Analysis considered the second factor, namely whether the owner aharfabcessor choase
partial coverage, under Element 4.

The Analysis will now consider the other factors in the motion.

2251 Whether a catcher/processor is a hybrid vessel.

The Council Motion directed the Analysis to consider whether, during the annual determafatien
catcher/ processors eligible for partial coverage,

¥ NMFS adopted appeal procedures in 15 CFR part 906 in 2012. Final Rule, 79 FR 7056 (Feb. 6, 2014).
* Cf. 50 CFR 679.4(k)(8)(iv)(issuance of LLP permit based on proving would have happened in the absence of an unavoidable
circumstance).
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a hybrid vessel, that is, a catcher/processor tgwras a catcher vessel for part of the year and a
catcher/ processor for part of the year. 0 To act
year means during the year, the same vessel caught and processed the fish @inckalgbtawght fish

which were then processed by another vessel or a shoreside plant.

The argument in favor of an ongoing hybrid allowance is that catcher vessels are in the partial coverage
category, unless they are directed fishing for pollock in the BeringuSirry trawl gear or hosindline

gear while groundfish CDQ fishing, or participating in the Rockfish Prodtaltherefore, the argument

is that if a catcher/processor is catching (and not processing) fish in a fishery where a catcher vessel
would not be equired to have full coverage, the catcher/processor that is operating as a catcher vessel in
that same fishery should also not be required to have full coverage.

Before analyzing this factor, it is helpful to understand how a vessel is permitted elses/pedcessor on

a Federal Fishing Permit (FFP). To operate as a catcher/processor, a vessel must have an FFP with a
catcher/processor designatiin The FFP is issued on a thrgear cycle’® With a few exceptions, an

FFP with a catcher/processor desitjon, if surrendered, cannot be reissued until the beginning of a new
threeyear cycle. Similarly, an FFP with a catcher/processor designation generally cannot be amended to
remove the catcher/processor designatioffor purposes of the Observer Progranvessel designated

as a catcher/processor on its FFP at any time during a year is classified as a catcher/processor for the
remainder of the yed?.

Alternative 2 without a hybrid allowance factor

Under Alternative 2, withoua hybrid albwancefactar, a vessel that operates as a catcher/processor at
any time during the fishing year would be placed in full coverage for the entire year, unless the vessel
processed at or below the production threshold for partial coverage. Alternative 2, withoattibris f
would not remove the catcher/processor from full coverage for a period of time during the year when the
catcher/processor was operating as a catcher vessel. Alternative 2, without this factor, would place a
catcher/processor in partial or full comge for arentireyear, one year at a timexcept wherthe vessel

was operating in a fishery witmandependenii00% observer coverage requirement. For example, a
catcher/processor, when operatingtlie CDQ Program,is subject to an indepdent requiement for

100% observercoverage, which this action would not abrogaBut, under Alternative 2, without this
factor, if a catcher/processor had an overall level of production below the threshold for partial coverage,
the catcher/processor could be artial coverage for its ne@DQ fishing activities

Alternative 2, without this factor, would generally continue to place in partial covathatigeevessels

that currently qualify for partial coverage under the Status Quo Alternative. Two of thevéisissds
currently in partial coverage met the requirements for the hybrid allowance in current regulation; one
vessel met only the 5,000 pound allowance for partial coverage in current regulation.

As explained, &ble 7 analzessix years of productiomata forthe three catcher/processors that are
currently in partial coverageAll three vessels continue to qualify for partial coverage at all the higher
production thesholds in Element 1 [Options 1B, 2B, 3B, 4B, 58l. three vessels continue to qualify
partial coverage at all the lower production thresholds in Elemgdptlons 1A, 2A, 3A, 4A, S5Afor the

% 50 CFR 679.51(a)(2)(i)(C).

% 50 CFR 679.4(b)(1).

% For a summary of the rules on amending, surrendering and reissuing FFPs, see the NMFS Alaska Region website as
https://alaskafisheries.noaa.gov/ram/ffp/ffpreissuance1212.pdf

¥ 50 CFR 679.4(b)(3)(ii)(surrendered FFPs); 50 CFR 679.4(b)(3)((iiil)(amended FFPs).

®50 CFR 679.51(a)(2)(iv)(A), reprinted in Appendix B. Thteanregul ati or
FFP and have it reissued. See 50 CFR 679.4(b)(4).
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most recent three years. For the other three years, these three catcher/processor vessels mostly continue
to qualify under most of the production measues.

Thus, under Alternative 2, without an additionaybrid vessel factor, a hybrid catcher/processor vessel
would continue to quality for partial coverage as long as it continued to process a small amount of
groundfsh relative to the rest of the fleet.

Alternative 2 with a hybrid vessel factor

Consider Alternative 2, with a hybrid vessel factdhe focus of public testimony and comment was that

the Council should establish an annual production level for sl began processing after 2008. The

only reference in public testimony and comment to a hybrid allowance was to the hybrid allowance in the
current regulation. Under the hybrid allowance in current regulation, the owner of a catcher/processor
that was under 60 feet could permanently choose partial coverage if the catcher/processor, in any of the
years 2003 through 2009, acted as both a catcher/processor and a catché? vEisss).we will analyze

how Alternative 2 would work if the Council chosecontinuethe current hybrid allowance on an annual
basis without the length limitation, oif the Council chose to adoptew methods forplacing
catcher/processois partial coveragéhatact as both catcher/processors and catcher vessels.

To adoptthis as a factor for placing a catcher/processor in partial coverage, the Council would have to
answer two questions. To be placed in partial coverage, how long in the basis year would a
catcher/processor have had to operate as a catcher vessel?r Aod fong in the fishing year would a
catcher/processor be able to operate in partial coverage?

Theanswers to those questions in the current hybri
this action. Under the current hybrid allowancextong did a catcher/processor have to act as a catcher

vessel to be placed in partial coverage? The answer is any time at all in the years 2003 through 2009.
The vessel simply had to have acted as a catcher vassdl in one of those years. Undbetcurrent

hybrid allowance, when in the fishing year does the catcher/process operate in partial coverage? The
answer is 100% of the tim&.

If Alternative 2 continued the current hybrid allowance, but simply on an annual basis, Alternative 2
would notachieve thebjectives in the Council Motion [Appendix Allnless independently required to

have full observer coverage on some other grounds, the owner of any catcher/processor could simply
choose partial coverage by acting as a catcher vessel at @guiing the basis year. Alternative 2 with

this factor would essentially eliminate the production criterion as the basis for placing a catcher/processor

in partial coverage Alternative 2 would not be placing catcher/processors in partial coverageewbeth

not t hey processed fia small amount of groundfi sh
Al ternative 2 would not Aimaintain a relatively |
catcher/processors are in the full coveragetce gor y. 0O It woul d not Aprov
catcher/processor placed in partial coverage into full coverage if production increases to a level deemed
appropriate flbtrhd uCdumrmivlerdages onot want ngasny o t i
a catcher vessel to qualify the catcher/processor for partial coverage, the Council and the regulations
would have to determine how long a catcher/processor would have had to have acted as a catcher vessel.

This raises several questions: Shoulddtieeria be based on weeks? On months? Should the catcher
vessel have actess a catcher vessel on an uninterrupted basis during that time p&iamifd it have
caught but not processeid0% of the catch during the selected time period? preuction data

* This is explained in detail in section 2.2.1 and is based on Table 7.
050 CFR 679.51(a)(2)(v), reprinted in Appendix B.
! The current hybrid allowance is limited to vessels under 60 feet.

Small C/P observer coverage, March 2015 37



C80bserver Coverage on Small CPs
April 2015

analyzed for this document doestrshow that catcher/processors opeliatesome monthsonly as
catcher/processors and then openatether months onlgatcher vessel A catcher/processor can act as
a catcher vessel and a catcher/processor isatme trip. This happemgen a vessel catches IF@libut
because halibut may not be processed on board a {ess&@hus, during any trip where a
catcher/processor catch#3Q halibut and groundfish, the catcher/processor will not proces#the
halibut and will likely process the groundfish.

If the Council wished to limit how long during the fishing year that a catcher/processor could be in partial
coveragd for example, if it required that a vessel had to act a certain number of monttg acatcher

vesseli NMFS would have to specify the time limits before the fishing year and NMFS would have to
enforce the time limits during the fishing year. A vessel would have to register at the beginning of the
year for the months when it would keting solely as a catcher vessel and could not change that pattern
during the year. This would lock the vessel into a pattern of fishing at the beginning of the year that it
might want to change during the year. This factor would require a changedartent FFP regulations,

which allow the operator of a vessel with an FFP authorized to operate as a catcher/processor or a catcher
vessel at will, as long as the vessel meets other legal requirements for doing that. Or the regulations
could specify tk grounds for a catcher/processor to change its plan of operation during the year, the
process for submitting that change, and the &effe
di fficult to apply and enforce. 0o

An alternative to a catcher/processor submitting a plan before the fishing year is that an operator of a
catcher/processor would simpfp back and forth between operatiag a catchéprocessowvessel or a
catcher processor at willuring the yearas theydo now, and that the catcher/processor would be in full
coverage when it was operating as a catcher/processor padialcoverage when it was operating as a
catcher vesselA catcher/processor going back and fattwill between full and partial coxagewould

creats administrative difficulties. The essential feature of the ADP is that the ADP calculates coverage
rates based on thestimatechumber of vessels that will be in partial coverage and the estimated revenues
from those vessels. It wouldcrease the difficulty chdministering the Observer Progréfma group of
vesselscould frequentlyswitch back and forth between partial and full coveragdnot on the basis of

stable, preset categories.

Catcher vessels in full and partial coverageder the status quo alternative

Under current regulations, some catcher vessels are both in partial and full coverage as a result of current
categories in regulatiorfd For example, catcher vessels are in full coverage when they are participating

in the Rockfish Program or CDQ Program but in partial coverage when they are participatingataion
fisheries. It is fairly clearcut whera vessel is operating in one of these catch share progeares when

it is clearcut, the placement of the same Jesseboth categories do@mpose some administrative costs
because the same vessel switches between the observer providers and NMFS musdarehfuroéor
compliance by the same vessels with different observer coverage requirements.

It is also truehat NMFS has allowed a group of vesdgetsatcher vessels using npelagic trawl gear in

the BSAIT to voluntarily choose full coverage at the beginning of the,y@aen though by regulation,

they are in the partial coverage category and remainin @begary. This group of vessels targets Pacific

cod. Whernthese vessels operate in the BSAI, they are in full coverage. If these vessels operate in the

2 see Annual Halibut Management Measures of IPHC, Section 17, Receipt and Possession of Halibut, 79 FR 13906, 13914-15
SMarch 12, 2014).
® 50 CFR 679.51(a)(2)(i)(C).
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GOA, where catcher vessels are in partial coverage, these vessels are in partial bviéragea goup
of vessels is in full coverage and partial coverage during the same year depehdiegthey are
operating.

For several reasons,glpolicy for the BSAI Pacific cod vessels in the status qudsvdifferently from

the way a continued hybrid allowanaeuld be expected to work if that wpart of Alternative 2. Using

the BSAIFirst, the policy in the status quo does not take funds away from the Observer Program and does
not introduce uncertaintinto the revenue estimates for the partial coverage sector; the BSAI trawl
vessels that opt into full coverage pay the 1.25% vessel assessment and the fees for 100% observer
coverage.Second the vessels choose before the fishing year begiftsrd, the BSAI trawl vessels
choose to be in the full coverage category for the entire fishing year when they are fishing in the BSAI.
Finally, this policy does not entail different observer coverage categories between the BSAI and the
GOA. Thus, this policy is @t comparable to continuing a hybrid allowance that would be difficult to
formulate and that could entail catcher/processors switching back andfrigtiently between full
coverage and partial coverage during the fishing year.

Whether a continuationfo a hybri d all owance meets Council 6s

Overall, Alternative 2with a hybrid vessel factpd o es not appear to meet the
this actionas set out in the Council Motion (Appendix.AA continuation of the current allowance an

annual basis would not Aimaintain a relatively 1l
catcher/ processors are in the full coverage <cat e
may also not maintain a limited exception andiwod be fAunduly difficult to a
A hybrid vessel factor does nhot seem to provide i
of observer coverage. 0 This factor woul d ma k e

irrespective of how much the vessel procgsse cost burden of full coverage, amow much revenue

the vessel makes from that processing. This fatitodes the operation of a single vessel into two
categories: (1) when the vessel operates as a caigdwssor, and (2) when the vessel operates as a
catcher vessel. But t he same inbéahsadgorieandreseivesc ont r o
i ncome from t heinbothesategolietds oper ati ons

Alternative 2, without this factor, has tgpe of builtin hybrid allowance because the production
thresholds in Element 1 are based on pounds of grounutfisiessedy a vessel, either in a day, a week,
or a year. The production thresholds do not include groundfish caught by a catcher/prbaessor
processed by some other vessel or plant. Thus, the production threshdismient 1place a
catcher/processan partial coverage if # vessebpends a significant period of time as a catcher vessel
but, compared to the rest of the groundfishloatfprocessor fleeprocesseselatively ittle groundfish.

2.2.5.2 Whether a catcher/processor uses particular gear.

Under Alternative 2, without this factor, NMFS would place a vessel in partial coverage if it processed at
or below the production threshol@gecified in Element 1 in the basis yedExceptpossiblywhen a
catcher/processor no production histdfynder Alternative 2the gear that a vessel used to catch all or
some of that groundfish would nloé a separate factor, by itself, for placingagcher/processor in full or
partial coverage.

“For a description of this policy, see Section 4.5 and Appendix F of
extending the voluntary full coverage option through 2015, and recognizes this activity would be best addressed in the long-term

through a regulatory change. 0

“* Option 3 under Element 3 examines a limited situation for placing a catcher/processor in full coverage based on whether it has an

FFP with a trawl gear designation. The limited situation is when the catcher/processor has no history of groundfish production in the

standard basis year or any year going back to 2009. See section 2.2.3 supra.
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Alternative 2 without a gear factor

Alternative 2, even without an explicit gear factogxcludes most, and probably all, trawl
catcher/processor activityolf two reasons. First, Alternative 2 excludes catcher/processors from the
possibility of partial coverage while they are participating in a catch share progaiheoprogram that
requires full coverageThe following fisheries/programs are prosecuted by cafptoeessors with trawl

gear andilsohave independemequirementdor O 1 00 % o b s e:rAwmerican EigsheriesrAetfipe
Amendment 80 Quota Share program, the Rockfish Quota Share Pragrdnthe Aleutian Islands
pollock fishery. Further, vesselsstiing with any gear, including trawl gear, in ti@mmunity
Development Quota (CDQrogram have an independent requirementGor 100 % observer cc
Thus, under this action, these catcher/processors are excluded from even the possibility of partial
coverage while operating in any of these fisheries, in the unlikely event that their overall production was
below the production threshold in Element 1 for choosing partial coverage.

Secondwhen catcher/processproduction in the above programs are uigeld in the history production

data, two vessels in one year processed below one production threshold. would have qualified for partial
coverage. When this production is excluded, as it would be under this actiwawlcatcher/processors
processed belv any ofthe production thresholds ikRlement 1.None of thethreevessels that currently
qualify for partial coverage use trawl géarAs for the additionakight catcher/processoresses that

might qualify for partial coveragewhen the production thsholds in Element are appliedto their
historical production, he geamused by thesis as follows: 63%f groundfish caught ith pot gear 36%

with hookandline gear; and 1% with jig get. The production thresholds are so low thatgfeduction
thresholds themselvexcludevessels that use trawl gear.

Finally, it is possible that even if a trawl catcher/processor were eligible for partial coverage in one year,
the vessel might nonetheless choose full coverage. It is possiblothaich a vessel, the daily cost of

full coverage might be less than the 1.25% ex vessel fee for partial coverage. For example, the 2013
report on the observer program estimated that the average daily cost of full observer coverage was about
$367 NMFS 2014, page4). At this rate, and making the strong assumption that a vessel operated every
day during the year with observer coverage, the total cost of observer coverage would be about $134,000.
A vessel would have to have implicit-erssel revenuegjaivalent to about $10.7 million for its observer
coverage assessment to be this high at the 1.25% rate. For the sake of this exarmgesélervenues

were equal to half of wholesale revenues, this would translate into wholesale revenues of About $2
million. Thus, in this exampl e, i f the vessel 0s
than $21 million, it would be less expensive for the operation to select full observer coverage. This is a
crude example, created to illustrate #mproximate magnitudes under consideration.

Alternative 2 with a gear factor

Under Alternative 2, witta gear factoiNMFS would exclude a vessel from partial coverage based on the
vessel 6s use of particul asedagoce lelow thevpeoductionittoeshpld int h e
the basis yearThe Council Motion does not specithetype of geathatshould be analyzed-our types

of gearareused to catch groundfishrawl, pot gear, hockndline, and jig gear.

Trawl gear Exduding vessels from partial coverage based on their usenof geardoes not appear
necessaryo provide an appropriatealancebecause, as noted, most trawl activity occurs in fisheries
subject to O 100% observer c thepodwtprethresimolds for pastigll v e s

“® Section 3.7.2
*" Section 3.7.3 and Table 10 and explanatory text after Table 10.
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coverage. A catcher/processor using trawl gear is highly unlikely to quality for partial coverage for any
of its activity.

By the same token, however, excludi ng useefsranvde | s f r o
gear is is unlikely to exclude any vessels that would otherwise qualify for partial cavdragger,it

would not be difficult to definethe category of vessels that could be excluded by this factor.
Catcher/processors that fish with tragar typically use only trawl gear andave a trawl gear

designation on their Federal Fisheries Permit.

Hook-andline and pot gear As for the three catcher/processors currently in partial coverage, the
exclusion of vessels that use heskdline gear would exclude from partial coverage 97% of the
processing activity of these three vess8lsA gear exclusion for hoskindline vesgls would essentially
eliminate the exemption from full coverage for three vessels that currently qualify for partial coverage,
which is likely not the intent of the Council.

As for the eight additional vessels that are currently in full coverage agisk mualify for partial
coveragep3% was caught with pot gear, 36% with haoidline gear 1% with jig geaf® If the Council
excludedfrom partial coverage any catcher/processorthat heeltandline gear or pot gear, that would
excludesome ofthe eightadditional vessels that could qualify for partaverage.

Further,some vessels use both hearkdline gear and pot gear, sometimes on the same trip. This occurs
because a vessel may not use pot gear to catch Hilibut.

Jig gear. A gear criteion excluding vessels from partial coverdggsed on jig geavould be completely
inconsistent witlthe Council objective because these vessels caticly amount of groundfish relative to

the rest of the fleet. Jig gear vessels do not under operate uadg PSC limif? Relative to other gear

types, the need for observed data from jig gear vessels is low as evidenced by the factatwhteall ¢
vessels using jig gear have been placed in the no selection or zero coverage pool in the partial coverage
cakegoryunder the Restructured Observer Program

2.2.5.3 Whether a catcher/processor operates in a fishery with a PSC limit.

The Council Motion directed NMFS to analyze whether a catcher/processor that met the production
threshold for partial observeoverage might nevertheless be placed in full coverage based on whether
the catcher/processor operates in a fishery with a PSC limit. The PSC limit in this factor is a PSC limit
for the prohibited species catch of halibut, salmon, crab and h&tring.

The reason to analyze modifying the placement of catcher/processors in partial coverage when they are
operating in a fishery with a PSC limit is that those vessels are under increased incentive to misreport the
catch of those prohibited species. Every salrar halibut caught by a catcher/processor counts against

the sectorbés PSC | i mit whkileséthefishehly. exceeded, can ca

The Discussion Paper lists the vessels that operate, and do not operate, with a PSC limit:

“8 Section 3.7.2

“ Section 3.7.3 and Table 10 and explanatory text after Table 10.

0 50 CFR 679.2 (definition of authorized gear, section (4) fixed gear).

® Analysis of Restructured Observer Program at page 160 (March 2011). Figure 9 in that Analysis has the total weight of

groundfish landings by gear type in 2008 and the landings by jig gear are an exceedingly small part of overall groundfish landings.

’ 50 CFR 679.21.

* Section 1.5.1 (ADP 2013); Section 1.4.1 (ADP 2014); Section 4.1 (ADP 2015). The ADPs for the Restructured Observer Program

are available on the NMFS Alaska Region website. https://alaskafisheries.noaa.gov/sustainablefisheries/observers/default.ntm

* In this context, PSC refers to the prohibited species catch of halibut, salmon, crab, and herring (as opposed groundfish species

put on fiprohibited specieso status to | imit further retained catch).
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[1] Vessels directedghing for IFQ or CDChalibutare not subject to a PSC limit.

[2]Halibut discarded by vessels directed fishing for groundfish using pot or jig gear does not accrue to
a halibut PSC limit. This decision is made annually by the Council in the harvedicspiecis
process.

[3] Halibut discarded by vessels directed fishing for sablefish using-éwoskne gear does not
accrue to a halibut PSC limit. This decision is made annually by the Council in the harvest
specifications process.

[4] Halibut discarded by vessels using hoeknd-line gear and directed fishing for groundfish

other than sablefish accrues to a halibut PSC limit.For the catcher/processors using haokt

line gear, the halibut PSC limit primarily affects those directed fishing fofi®aod.

[5] All vessels using trawl gear are subject to one or more PSC limits (halibut, salmon, crab,
and herring).>®

Under Alternative 2, without this factor, a catcher/processor would not be eligible for partial coverage
when the catcher/processors operating in a fishery with an i
requirement, that is, a O 100% observer coverage
program or limited sector.

Vessels using trawl gear are subject to onenore PSC limits

Consider the fifth category in the above li§All vessels using trawl gear are subject to one or more PSC
limits (halibut, salmon, crab, and herriniy) Almost all activity by trawl catcher/processors occurs in
fisheries or sectorahere the catcher/processors are subjeantindependent 100% observer coverage
requirement:the American Fisheries Act, the Amendment 80 Quota Share program, the Rockfish Quota
Share Program, th€ommunity Development Quota (CDQisheries, theAleutian Islands pollock
fishery, and the loniine catcher/processor subsector.The catcher/processors that operate in fisheries
with the most closely monitored PSC I|limits wildl
operate in those fisheriesd Aternative 2, without an additional PSC factor, will not change tltaten

if a trawl catcher/processor processes a small amount of groundfish in a Vigtheyt an indeprndent
requirement for 100% observer coveraijés highly likely that theoveral production ofthe vesseWill

exceed the production thresholds in Elemeahd the vessel would not be eligible for partial covertge.

the Council wishes to exclude trawl catcher/processors because their catch is subject to PSC limits, it
would be adrmistratively easier to adopt a trawl gear exclusion rather than an exclusion from partial
coverage when a vessel is operating in a-maited fishery.

Halibut discarded by hoekndline vssels fishing for groundfish other than sablefishis
subjectto halibut PSC limits

Consider now théourth category Halibut discarded by vessels using haoidline gear and directed
fishing for groundfish other than sablefisld Under Alternative 2, without this factor, the
catcher/processors using heakdline gear would be eligible for partial coverage if they processed at or
below the production thresholds selected in Element 1.

Alternative 2, without a PSC factor, would result in a very small amount of fishing inliP8€d
fisheries in full coverage.Under Alternative 2, the three vessels that currently qualify for partial coverage
would generally continue to qualify. Most of their fishing is not subject to a PSC limit because 75% is

*® Discussion Paper at 16. This list may not be exhaustive.
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taken in a sablefish target fishery and 14% in a halibut fish@mnly 11% is in the Pacific cod fishery,
which does have a halibut PSC lirtit.

Of the eight additional vessels that might qualify for partial coverage in a year, most of their fishing
(63%) is done with pot geaAbout onethird of their activity (36%) $ with hookandline gearand
almost all of that is in the Pacific cod target fish&figh production by these vessels (94%) is in a Pacific
cod target fishery, whichdoes have a PSC halibut limit. Tablest®bws the percentage of P8@ited
speciesdken by these eight vessels. These vessels collectively takef@#dajearhalibut PSC.

The RI'R concluded in section 3.7.2: Al n gener al
information due to the small humbers of existing leat{proecessors that may be directedly regulated,

their relatively small target species catches relative to overall fixed gear and overall all gear catches, the
high proportion of pot production among the directly regulated vessels, and the generalslyedatall
shares of PSC they are estimated to be taking. o

Under Alternative 2without a PSC factora catcher/processor in partial coverage is subject to observer
coverageunder the Annual Deployment Plan. The Council and NMBES& monitor the actities of
catcher/processors in partial coverage and adjust the placement of observers on them if warranted.
Further, wmder Alternative 2, if a catcher/processor no longer processes a small amount of groundfish
relative to the rest of the fleet, and therefpotentially catches more Pdi@ited species, NMFS will

move the catcher/processor into full coverage, something that NMFS cannot do under the staltus quo.
this way, Alternative Zna 'y i mp r o JoagtekhivcRp@ldliseso manage PSC limits.

Alternative 2, with a PSC factor, would exclude a haoltline catcher/processor from partial coverage
when the catcher/processor was fishing for groundfish other than sabléfisdrnative 2, with this

factor, wouldexclude hoolandline catcher/processs when they were targeting Pacific cdflased on
historical fishing patterns, Alternative 2, with this factor, would exclude from partial coverage 11% of the
activity of the three vessels that are currently in partial coverage; 11% of their fishingctedl fishing

for Pacific cod. Based on historical fishing patterns, Alternative 2, with this factor, would exclude from
partial coverage 36% of the fishing historically done by the eight additional catcher/processors that might
otherwise qualify for paial coverage; 36% of their fishing is directed fishing for Pacific cod.

Alternative 2, with this type of PSC factor, would mean that the same vessels would be in full coverage
when they were directed fishing for Pacific cod and would be in partiarage when they were directed
fishing for sablefish and for halihut NMFS generally determines whether a vessel was directed fishing
for a particular species by whether the vessel catches more of that specib® timaximum retainable
amount for thaspecies® A vessel operator may intend to target one species before the trip but during
the trip targets another species. This catefjavirien a vessel is directed fishing for a particular
specied is not as clearcut as other situations where a vessel may beia pafull coverage, such as
whether a catcher vessel is fishing in the Rockfish Program or other catch share program specifically
listed in the regulatiorf’.9 Even ifthe category were clearcut, or could be made more cledhisitfactor

would require MFS to monitor and enforce the placement of small catcher/processors in partial or full
coverage during the year.

Alternative 2, without a PSC factor, achieves the Council objective of maintaining a very limited
exception to the rule that catcher/pramsactivity is subject to full observer coveragalternative 2

56 :
Section 3.7.2.
7 Of the groundfish production of these vessels, 94% is taken in a Pacific cod target fishery. Section 3.7.3, discussion after Table 8.
8 50 CFR 679.2 (definition of directed fishing)
% 50 CFR 679.51(a)(2)(i)(C)
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would place twetenths of one percent percent of aggregate BSAI and GOA production in partial
coverage®’

2.3 Alternatives Considered but not Analyzed Further

In the Discussion Paper that the Council received in December 2014, analysts recommended that the
following three alternatives not be advanced for further analysis: [1] eliminating all allowances to place a
catcher/processor in partial coverage; [2] aaptinetime election; [3] an allowance based on crew size.

The Discussion paper described the alternatives and the rationale for the lack of further consideration as
follows:

[1] Eliminating all allowances to place a catcher/processor in partial a@rage

Neither the Council nor the public has suggested completely eliminating the allowance
for placing some small catcher/processors in partial coverage. Further, the history of this
action, fairly read, does not include consideration of eliminatirigedn all allowances

for placing small catcher/processors in partial coverage. The final Council Motion
adopting the Restructured Observer Program recognized the principle that the Program
should allow for some small catcher/processors to be placedrtial psoverage. In
response to requests from industry participants to establish that privilege for a vessel that
began, or wishes to begin, processing after 2009, the OAC in June 2013 and in February
2014 recommended analyzing expanding the allowancis. OAC Report in February
2014 <cited fAongoing financi al hardshi pd cause
coverage as the rationale for prioritizing this action.

The Council Motion in June 2013 asked for discussion paper on actions that would
provide for a limited expansion of the allowances for small catcher/processors to be
placed in partial coverage. Finally, the Council Motion in February 2014 identified

fichanges to observer coverage for smal | cat c|
Although t he wor d Achangeso i n t he Counci l Mot i
fiel i mination, o in the context of the history

Council is seeking ways to revise, but not eliminate, the limited provisions for small
catcher/proessors to be placed in partial coverage. This conclusion also is consistent
with the draft problem statement and objectives for this action presented in Section 3 [of
the Discussion Paper].

[2] Another onetime election for partial coverage. NMFS doesnot recommend

advancing for analysis another etme election. The current regulations allow the

owner of a catcher/processor to choose partial coverage based on activity from 2003 to

2009. It is possible that the NMFS could establish, by regulatiwther window for

owners of catcher/processors to choose partial coverage, such as activity from 2010 to

2015. This would not meet the objectives for this action for two reasons. First, although

it would enlarge the closed category, the allowance wdillbe a closed category that

was not based on a catcher/ processorés ongoing
terminate the vessel s pl acement in the part
processing small amounts of groundfish relative ¢or#st of the catcher/processor fleet.

[3] An allowance for partial coverage based on crew sizeAn industry participant
recommended analyzing an exemption from full observer coverage based on the crew

€ Table 14 and discussion after Table 14.
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size of the catcher/processor as well as analyzan exemption for small

catcher/ processors measured by a vesselods prod
does not meet the objectives for this action because it does not place a catcher/processor

in partial coverage, and have them remain in pact&kerage, by determining whether

they process a small amount of groundfish relative to the other vessels in the
catcher/processor fleet.

Further, NMFS sees several additional problems with this alternative. First, NMFS has

never based a regulatory régument on crew size. It is an untested criterion. Second,

even though NMFS collects data on crew size, since NMFS has never based a regulatory
requirement on crew size, NMFS is not confident that it has reliable data to analyze this

criterion. Third, his criterion would be hard to define. Would crew include a cook?

Would the allowance be based on the average number of crew or the number of crew on a
catcher/processor on any one day? Fourth, this criterion would be hard to enforce. A
catcher/processaould drop off crew before coming to shore. Finally, the criterion of a
catcher/ processords producti on i n t he prior
catcher/ processords production relative to th
catcher/proessor with relatively low production would likely be a catcher/processor with

a small crew. But NMFS sees no reason to further analyze placing a catcher/processor in

partial coverage based on the crew size when the Analysis will be evaluating placing a

cacher/ processor in partial coverage on these ¢
operation as a hybrid vessel, a vessel owner 0s
type, a vessel 0s operation in agnifingerhery with

resuming processing

The Council did not request further analysis of any of these alternatives. NMFS has not
conducted any further analysis of any of these alternatives.

®! Discussion Paper at 17 7 18 (Nov. 2014).

Small C/P observer coverage, March 2015 45



C80bserver Coverage on Small CPs
April 2015

3 Regatt olrmpact Revi ew

This Regulatory Impact Review (RIR) exanmsnéhe benefitsand costsof a proposed regulatory
amendmento modify provisions of the Observer Restturing Program that allowed certain small
catcher/processors to qualify for partial observer coverage rather than the full observer coverage generally
required of catcher/processors. The modifications would increase the number of catcher/processors that
may qualify for partial coveragand will require catcher/processors that currently enjoy partial coverage

to requalify for partial coverage each year

The preparation of an RIR is required under Presidential Executive Order (E.O.) 12868 $3835:
October 4, 1993 The requirements for all regulatory actions specified in E.O. 12866 are summarized in
the followingstatement from the E.O.:

In decidingwhether and how to regulate, agencies should assess all costs and benefits of
available regulatory alternatives, including the alternative of not regulating. Costs and
Benefits shall be understood to include both quantifiable measures (to the fullest exte
that these can be usefully estimated) and qualitative measures of costs and benefits that
are difficult to quantify, but nonetheless essential to consider. Further, in choosing
among alternative regulatory approaches agencies should select those dmwdhat
maximize net benefits (including potential economic, environmental, public health and
safety, and other advantages; distributive impacts; and equity), unless a statute requires
another regulatory approach.

E.O. 12866 requires that thdfide of Management and Budgetview proposed regulatory programs that
are considered to be fisignificant. d A Asignifican
1 Have an annual effect on the economy of $100 million or more or adversely affect in a material
way the economy, a sector of the economy, productivity, competition, jobs, local or tribal
governments or communities;

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

1 Materially alter the budgetary impiof entitlements, grants, user fees, or loan programs or the
rights and obligations of recipients thereof; or

1T Raise novel |l egal or policy issues arising out
principles set forth in this Executive Orde

3.1 Statutory Authority

Under theMagnusonrStevens Fishery and Conservation AdiagnusorStevens Agt(16 USC 1801et

seq), the United States has exclusive fishery management authority over all marine fishery resources
found within theexclusive econorgizone EEZ). The management of these marine resources is vested in
the Secretary of Commerce (Secretary) and in the regional fishery management councils. In the Alaska
Region, theNorth Pacific Fishery Management Coundiounci) has the responsibilityof preparing

fishery management planFNIP§ and FMP amendments for the marine fisheries that require
conservation and management, and for submitting its recommendations to the Secretary. Upon approval
by the Secretary, NMFS is charged with carrying ow federal mandates of the Department of
Commerce with regard to marine and anadromous fish.

62 National Marine Fisheries Service (2007) provides current NMFS guidance for preparation of an RIR; Queirolo (2013) provides a
more accessible overview.
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The groundfish fisheriesn the EEZ off Alaskaaremanaged under the FMFor Groundfish of theGulf

of Alaska and Bering Sea and Aleutian Islantise proposed &a@n under consideration would amend
Federal regulations at 50 CFR 679. Actions taken to implement regulations governing these fialsries
meet the requirements oééferal law and regulations.

3.2 Purpose and Need for Action

As discussed in Sectidhl, in December 2014, the Council adopted the following statement of purpose
and need for this action:

Under the Restructured Observer Program, all catcher/msces are in the full coverage
category unless they meet the requirements for an allowance to be placed in partial coverage.
The placement of catcher/processors in full coverage enables NMFS obtain independent
estimates of catch, at sea discards, and jitdd species catch (PSC) for catcher/processor
vessels. In recognition of the relatively high cost of full coverage for smaller catcher/processors
and the limited amount of catch and bycatch by these vessels, the Council recommended two
limited allowanes for placing a catcher/processor in partial coverage. Both of these allowances
were based on vessel activity between 2003 and 2009.

Since implementation of the Restructured Observer Program, owners and operators of some
catcher/processors have reqtexb that the Council and NMFS revise these allowances to include
vessels that began processing after 2009. First, the allowance for placing a catcher/processor in
partial coverage should, at a minimum, be based on a measurement of ongoing production that
shows that the catcher/processor processes a small amount of groundfish relative to the rest of
the catcher/processor fleet. Second, the current regulations do not provide a way to move a
catcher/processor placed in partial coverage into full coverageatiuction increases to a level
deemed appropriate for full coverage.

This action would maintain a relatively limited exception to the general requirement that all
catcher/processors are in the full coverage category, provide an appropriate bdlathween
data quality and the cost of observer coverage; and establish a basis for placing
catcher/processors into partial coverage that is not unduly difficult to apply and to enforce.

3.3 Alternatives
The alternatives are described in detalChmapter2. In summary, these are:
Alternative 1, No Action; maintain existing exemptions

Alternative 2, Revise the allowances for NMFS to place small catcher/procesgopmartial coverage.
Under this alternative, the basic criterion for
production in the prior year or most recent year of productsdiscussed in Chapt2r2, the most

recent year is interpreted as the most recent year prior t to the year in which a fishing year observer
Annual Deployment Plan (ADP) was prepared; that will be two years pribetgear fishing takes place

under the partial coverage exemption.
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Table 5 Production thresholds for analysis from the Council motion

Threshold based on
kernel density
distribution approach

Pounds (metric tons)

Option Measure Threshold based on 10

percentile approach

1. Average daily production 11,000 (5.0) 15,500 (7.0)

2. Average weekly production 42,000 (19.1) 79,000 (35.8)

3. Maximum daily production 26,000 (11.8) 44,000 (20.0)

4. Maximum weekly production 94,000(42.6) 197,000 (89.4)

5. Annual production 677,000 (307.1) 2,665,000 (1,208.8)

Sources: Percentile based thresholds summarized from Table 4 in Appendix B of Discussion Paper
28, 2014); kernel density based thresholds derived from TableAppendix B. Tonnage estimates base
on rounded pound values reported in table.

= = =4 =4

Under this alternative, i f a catcher/ processor i s
vessel 6s partici pat ormmeetanothaeguatoty ceuiresnbnthe viessggr o gr am
would be ineligible for partial observer coverage under this action.

The Council motion included the following notes to the analyste Analysis should evaluate whether
the basic production criterion for placing dateer/processor in partial coverage should be modified based
on any of the following factors:

Whether a catcher/processor is a hybrid vessel, that is, a catcher/processor operates as a catcher vessel for
part of the year and a catcher/processor forgdatte year;

Whether the owner of a catcher/processor chooses partial coverage;

Whether a catcher/processor uses particular gear;

Whether a catcher/processor operates in a fishery with a PSC limit;

Whether a catcher/processor is just starting or is resuming processing and therefore its production in the
prior year was zero.

3.4 Methodology
Costbenefit analysis and the distribution of impacts

The evaluation of impacts in this analysis is designed to meet the requirement of E.O. 12866, which
dictatesthat an RIR evaluate the costs and benefits of the alternaiadsding both quantifiable and
gualitative considerations. Additionally, the argi$ should provide information fatecision makeré t o
maximize net benefits (including potential economic, environment, public health and safety, and other
advantages; distributive impacts; and equity), unless a statute requires another regulatarylapptoa

The costs and benefits of this action are described in the sections that follow, compdiihg Aotiond
Alternative 1 with thel Ationo Alternative2. The analyis then provides gualitative assessment of the
net benefit to the Natioof the acion alternative compared tamo action.

A cost benefit analysis framework identifiemd measureshe costs and benefits from a national
perspective. Broadly speaking, in this instance, the benefits include the savings in costs of observer
coverage, wihe the costs are those associated with the loss of the fidepandent data that had been
obtained from observers. It has not been possible to fully monetize these costs and benefits. alowever,
overall cost benefit framework has been used to orgéimzanalysis. Where costs and benefits could be
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monetized, they have been. Where it has not been possible to do so, the analysts have tried to provide
guantitative, albeit nomonetary, measures of the impattsthe extent this was practicable.

Costbenefit analysis is only one input into decision making, and may not always be the most important.
In this case, equity considerations with respect to burdens on small fishing operations are an important
concern. The analysis has sought to complementdlebenefit analysis and address distributional
considerations.

Time period used in this analysis

This analysis makes use of fisheries data collected from 2009 throughirflidive. The year 2009

was chosen as the first year because that yeattea fleet switched from weekly to daily filing af

sea production reportsThis makes it possible to evaluate partial coverage criteria based on daily fishing.

The year 2014 is the most recent year for which complete annual information is available. This period of

six years includes fourears beforé¢he observer restructuring program (2009 through 2012) and the first

two years during which the observer restuicty program wasn effect (20132014). At the time of
writing (March 2015), one yearo6s (2013) ingormat.
available

Definitions

iSmalb as an observer cover ag e definedin statute broegulatoa.tic her / p
this RIR vessels are small if the round weight of their groundfish production falls below one of the
thresholds under consideration. Since the thresholds differ, the vessels considered small may differ, but

the conéxt should make the definition clear in each instance.

The definition of AfAsmal |l 0 niichefdsmalihused m¢hdRRA. RThed i f f er s
IRFA definition is given in statute and in Small Business Administration (SBA) regulation and is
discussed in detail in the IRFA. Because the word is so approprieselhinstance, it has been used in

thesetwo different ways in the document désptherisk of confusion. However, if the two definitions

are kept in mind, the potential for confusisimould be minimal.

T h e t lycatels dndidental catch 0  @rohibited species catehP{Q, are used here as defined in

statute andr egul ati ons. ABycat c h étevens FistheryConsergation and  t h e
ManagemenA ¢ t fisih svhich are harvested in a fishery, but which are not sdtétrfor personal use,

and includes economic discards and regulatory disgard¢ 1 6. 1802, Sec@). Incidental catch (or

i nci dent aneanssfipheaoghteusd)retaied while targeting on some aspecies, but does not

include discard of fish that wereturned to the séa50( CFR 679.2) Prohibited species catch includes
specificspecies |listed in Tabl e 2 b3smdes df GabpRacifid iaiibgth P SC,
Pacific herring5 species ogalmon, and steelhead trout (50 CFR 679.2; 50 CFR 679 Tabl&pbtial

rules govern PSC bycatch management (50 CFR 679.21).

As discussed in Sectidh3, eligibility for partial observer coverage in one calendar year will depend on
fishing activity two calendar years before. During timtervening year, production data from the
preceding year will be used to determine partial coverage eligibility in the succeeding year. Thus, fishing
activity in calendar year 2015 will be used in calendar year 2016 to determine partial coverajeyeligib

in calendar year 2017. For the purposes of subsequent discussion, the fishing activity year (in the
exampl e, 2015) wibassyebreo dtelse rii iotee@r vaesnitrhge yiear (i n
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descr i beADP gear ®rdehe yeain which partial coverage eligibility is available (in the
example, 2017) wifishihgyesws 60descri bed as the

Costbenefit analysis can legitimately be conducted from the perspective of different groups. The costs

and benefits can be measured fritva perspective of a specific gear group, of the residents of a specific
community, of the residents of a state, such as Alaska, of all citizens, or residents in, the United States, or
from the perspective of all persons in the world. A cost or a bdnafit the perspective of one group

may not be a cost or a perspective from the members of another group. In the present analysis, a group of
vessels will be relieved of requirements for 100 percent observer coverage, but will be required to meet

the partihobserver coverage requirements, and to pay an assessment proportional an implicit measure of
their gross revenues rather than to their level of activity. The assessment will be a cost to them; from the
national perspective, however, the assessmenttia ost but a transfer from one group of citizens to

another. This analysis will provide information about the costs and benefits to the fishing operations

af fected, as wel | aperspective t Wiel habeonsedTheecosbedt iNf y
and benefits are being measured (for exampl e, Afr
directly regulated entities. o).

Some of theeffects of this action may be indirects aatcher/processors become eligible for partial
coverge, changing the assessment revenues available to the partial coverage program, as well as the costs
it must incur for placing observers fgad niempaetss.el

Catcher/processors with partial coverage asessed 1.25 percent of an estimate of theeezel value of

their gross revenues to support the partial coverage observer program. This estimated gross revenue does
not correspond to any flow of receipts actually received by the catcher/processdrsiffgracessed

production. These vessels are paid for their processeditishievenue that corresponds to the value of

the processed, not of the raw fish. NMFS usegassel prices from catcher vessel harvests and estimates

of the raw fish equivalerdf the processed production to calculate a basis for the assessnantessel

revenues This basis will implieitor edzselrpriceatvaluee bel ow as t he

Entities directly regulated by this action

Four classes ofesselsor persons mabe directly regulated by this actiomhe first class of vesssl

operats as catcher/processorsowever, these vessetsirrently qualify for partial coverage under the

existing Restructured Observer Prograarior to 2015his has beem small class of three vessels. These
vessels currently qualify for partial coverage ea
eligibility would depend on their production in the preceding year, and how that compares to the
thresholds.It is possible that these vessels may not qualify for partial coverage in each year, if this action

is taken. Moreover, this action may create incentives for them to modify their activity levels from what

they would otherwise have been, in order to naémtheir eligibility for partial coverage.

The ®condclassare the vessels with groundfish LLExcept in the case of vessels using jig gaad

FFPs that are endorsed for catcher/processor operation that epaulteas catcher/processonsth full

observer coveraga the absence of this action. Under this action, these vessels would be able to operate
with partial observer coverage rather than full coverage, and would become subject to the partial observer
coverage fee.This group should also ihale vessels acting as catcher/processors and using jig gear.
This latter class would have to have an FMP endorsed for catcher/processor operation, but would not need
an LLP with a similar endorsementVessels operating with jig gear are largely exempf the
requirement to have an LLP.

% Following the discussion in Secton3.3, ADP i n AADP yearo is an acronym for fdAnnual Depl
% See 50 CFR 679.4(K)(2)(ii)&(iv).
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In 2015, one vessel, that chose not to operate as a catcher/processor in 2014 because of the high cost of
full observer coverage, has applied for partial coverage under the provision of the observer restructuring
program that allowed vessels that had processed less than a metric ton of round weight per day in the
preceding year to qualify for partial coverage. If this vessel operates in a meaningful way, it will not be
able to qualify for partial coverage under thisypsion in 2016. To some extent this vessel falls-may

between the first and second categories of vessels. In this analysis, this vessel has been treated as
belonging to the second category.

The third class of vessels target groundfisiay or may nbcarry an FFP endorsement to operate as a
catcher/processor, carry an LLP endorsed for catcher/processor operation, but nevertheless would operate
as catcher vessels in the absence of this action. These vessels may, or may not begin to operate as
catchefprocessors when this action is taken. These vessels are currently subject to partial coverage rules,
and, if their catcher/processor production remained small, they would remain subject to partial observer
coverage rule®

A fourth andfinal class incldes persons holding sablefi§fQ programi A 0 QThis is a difficult class

to define. First, unlike the other classes, it applies to individual quota share holders, rather than vessels.

A A guota sharemay be fished on different vessels in different years; an individual may fish their quota
share off multiple vessels in a single year. Second, this quota share may beffsiadssels that do

not have LLP endorsements for catcher/processor operaiittmer FMP groundfish species caught and
processed by a single vessel at sea must be processed on a vessel with a catcher/processor endorsement on
its LLP, but sablefish need not meet this requirement. While sablefish must be processed on a vessel with

a catcher/processor endorsement on its RR®,number of FFPs is not limide NMFS issues an FFP

with a catcher/processor endorsement upon a simple application by the vessel owner that does not require
the owner to prove anything abduth e a p p It ihea nvteds ed 10 s * fLlaPs éndopsedifot i ci p a't
catcher/processor activity are limited in suppiyd were originally issued based on proof about the
vessel 6s p a ¥t Thepetoret thec fioldex tofi annLLP license with a catcher/processor
endorgment is either an original recipient of the license or obtained the license by purchasing it from the
holder of an LLP license through a transfer approved by NfFS.

Thresholds

Thresholdsevaluated in this analysis are thaszommended by the Council at its December 2014
meeting. These were basemh recommendations in a discussion papdviES, 2014). The Council

chose two thresholds for each of five measures. The measuretheveoeind weight equivalent ,ofl)

average dily processegroduction in a year; (2) average weekly production in a year; (3) maximum daily
production during a year; (4) maximum yearly production during a year; (5) annual total production
during a year. The two thresholds evaluated for each measre chosen to provide a range of

threshold levels. A set of lower thresholds was based on production levels corresponding td the 10
percentile of active operations, and a set of higher thresholds were based on local minima between local
maxima in bimadal kernel distributions of production. A discussion of the procedakenfrom the

di scussi on pap éAppendinta Rationade fof ppopasatl thieshadds of t hi s RI R/ I R

®® Limited processing by catcher vessels. Up to 1 mt of round weight equivalent of license limitation groundfish or crab species may
be processed per day on a vessel less than or equal to 60 ft (18.3 m) LOA that is authorized to fish with an LLP license with a
catcher vessel designation. 679.4, page 13

® The regulations have some limitations on surrendering and amending the catcher/processor designations on FFPs. 50 CFR
679.4(b)(3)(ii) & (iii)

750 CFR 679.4(k)(4)(qualification for original LLP groundfish license).

8 50 CFR 679.4(k)(7)(transfer process for LLP license).
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Estimated thresholds incorporate production from fish harvested within state GHL fisheries, despite the
fact that these fisheries do not require observer coverage. This has been necessary because the production
data set does not idéytproduction from fish caught in these fisheries separately from other production.
Moreover, it is likely that fishing activity in the GHL fisheries will produce incidental catch from non
GHL fisheries that is produced. Most of the observed GHL fishattyity was from jig vessels that are
treated differently in the rules. Finally, production levels from all sources have been used to identify
small vessels. The analysis showed that production levels waredail, perhaps reflecting overlays of

two sparate distributions of vessel activity characteristics. A small scale producing vessel might be able
to substitute production in one fishery for production in another. What is crucial is its overall production
level in comparison to those of other vass Thus, GHL production is treated comparably to other
production.

Eachvessel yeapbservation includes data theaverage daily production, average weekly production,
maximum daily production, maximum weekly production, and annual productidotal annual
production is an estimated round weight of processed fish, created by summing the volumes of all
processed groundfish products reported to NMFS on daily production reports after applying standard
product recovery rates. Average daily productionthgs annual round weight estimate for a
catcher/processor, divided by the number of separate days on which production occurred, as determined
from the daily product reports; average weekly production is this annual round weight estimate for a
catcher/proessor, divided by the number of separate weeks during which production occurred, as
determined from the daily product reports. Maximum daily production is the round weight equivalent of
the product production on the day during the year in which the cginbeessor processed the most
product, and the maximum weekly production is the round weight equivalent of the production during the
week during the year in which the catcher/processor processed the most product.

What is the value of fisheigformatiorf?

This action will affect the sources of, and nature of, information gathered from the groundfish fisheries.
Theseeffects maybe direct as directly regulated vessels qualify for partial observer coverage and drop
their full observer coverage. & may also be indirecffiscal, impactsas revenues available for partial
coverageand as partial coverage program cdstseaseat different rates

Whether through direct, or indirect, impacts, this action will affect the nature of the data collected.
Ultimately, the benefit or cost of this change in the nature of the data will be equal to the change in the
present value of future services from the fish stocks harvested by the directly regulated
catcher/processarand of the other ecosystem resourcescéd by fishing For example, impacts on
marine mammal populations that alprey onthose fish stocks. The impact of the action on these
ecosystem resources will depend on other policy decisions made by the agency, for example annual
harvest specificains for those stocks. These decisions may be affected by this action.

The present value of thishery andecosystem resources cannot be estimated at this time, given the limits
on our current knowledge d@Ehery andecosystentinkages, and ecosystemdeconomic linkagesand

given uncertainty about the nature @buncil and Secretarial decision making in light of the changed
information. The discussion of these issues must be qualitative.

Relevant research

Bisack and Magnusson have recently publiseegaper measuring thenteractionbetween observer
coverage and theconomic value of increased precision in estimates of marine mammal abuaddnce
bycatch in the Northeast U.S. gilet fishery (Bisack and &ynusson, 2014). While Bisack and
Magnusson were able to make estimates of economically optimal levels of coverage, the information on
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the Alaskan fisheries impacted by this action is not sufficient to permit application of the Bisack and
Magnusson apprad in this analysis However, the Bisack and Magnusson analysis does point to two
considerations that inform this qualitative discussion: (1) various monitoring inputs can be substituted for
one another; (2) optimal levels of observer coverage dependbatamacing of the costs of additional
coverage, with the potential benefits of additional information.

NMFS is currently preparing its annual report for the observer program in 2014, the second year the
restructured program was in effect. This annuabmewill be available for the June 2015 Council
meeting. Data on the cost of an observer, dad on the trip selection ratender the restructured
program in 2013, available from the report on operations in 2013, are used in later sections of this
analysis to provide estimates of the cost to the partial coverage budget of providing partial coverage to
new catcher/processor vessels. Data for 2044 not been compiled and reviewatdthe time this
analysis was prepared.

This analysis uses observer pdar invoices to estimate the cost of observer coverage for
catcher/processors currently under full observer cover&gece 2011, certified observer providers have
been required to submit copies of all invoices dbserver coverage under 50 CFR part 679 FR
69016; November 10, 2010). The invoices smbmitted to, and compiled bgbserver progranstaff.
Regulations governing the submission of obseirwarices are at § 679.52(b)(11)(viii). These regulations
require the submission of vesselmoceser name, dates of observer coverage, information about any
dates billed that are nobserver coverage days, rate charged for observer coverage in dollars per day (the
daily rate),total amount charged (number of days multiplied by daily rate), the amnbhanged for air
transportation, and the amount charged for any other observer expenses with each costseaiagodey

and identified. These invoices provided the data used to calculate the averag®bssivadr coverage in

the full coverage categofpr 2013.(NMFS 2014, page 2224) A similar data set of observer provider
invoices is currently in preparation for 2014, however, the data is not available for the current analysis.

Catch data

This analysis was prepared using data from the NMFS aatcbunting system, which is the best
available data to estimate total catch in the groundfish fisheries off Alaska. Total catch estimates are
generated from information provided through a variety of required industry reports of harvessaad at
discard,and data collected through an extensive fishery observer program. In 2003, NMFS changed the
methodologies used to determine catch estimates from the NMFS blend database (1995 through 2002) to
the catch accounting system (2003 through present).

The catch ecounting system was implemented to better meet the increasing information needs of
fisheries scientists and managers. Currently, the catch accounting system relies on data derived from a
mixture of production and observer reports as the basis of the datelh estimates. The 2003
modifications in catch estimation included providing more frequent data summaries at finer spatial and
fleet resolution, and the increased use of observer data. Redesigned observer program data collections
were implemented in 2@) and include recording samg@pecific information in lieu of pooled
information, increased use of systematic sampling over simple random and opportunistic sampling, and
decreased reliance on observer computations. As a result of these modificatiorS, ilNMfable to

recreate blend database estimates for total catch and retained catch after 2002. Therefore, NMFS is not
able to reliably compare histoalkdata from the blend database to the current catch accounting system.

Revenue data

Historical rexenue data are available at both thevegsel and the first wholesale level.-#essel price
estimates are generally provided by CFEC frammual commercial operator processor reports (COAR)
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and fish tickets. Wholesale revenues are collected from comnhercim per at or sd annual
individual processing plant level

Observer cost data

This analysis draws on two classes of observer cost data: (1) data from FMA on the cost of partial
observer coverage, and (2) a data set of observer provider imataceompiled by FMA for 201%.

3.5 Background
Costs of an observer on boaadull coverage vessel

In 2013, the average cost per day of observer coverage in the full category was $367. The 2013 Annual
Report on the Observer Program providessihexifics: "The total cost billed to 182 vessels and

processing facilities for observer coverage in the full coverage category in 2013 was $13,642,543. The
total number of observer days represented by these invoices was 37,137. Based on this inftirenation
average cost per day abserver coverage in the full coverage category in 2013 was $3Be"average

cost per day of full coverage in 2014 is not publicly available at the time of preparation of this analysis.
(NMFS, 2014, page 2%

Partial coveage assessment

The Restructured Observer Program is a system of observer fees that was implemented under Section 313

of the MagnusorStevens Act: The Anal ysis of the Restructured Obs
fees can be expressed as a fixed amount reflecting actual observer costs or as a percentagsebdf ex

value (not to exceed 2 percent) of the fish and shellfish harvested underigtietjon of the Council,
including the Nort hé&rThe vessetsiinfthe full coverage bategory foay & fixed y . 0
amount reflecting actual costs. For the vessels in the partial coverage category, the Council chose a 1.25
percent ex vessébe, not the maximum 2 percent. But if observers are paid through an assessment based

on the vessel d0s revenue, that assessment cannot b

Ex-vessel values are standardized values published in the Federal Regiseyaartbefore the landings

are made. Exessel prices are paid for unprocessed, or very lightly processed, fish landed by catcher
vessels. Catcher/processors, delivering a processed product, receive processed product rather than ex
vessel prices. Newuheless, ewessel prices for catcher/processor production have been imputed from
the standardized prices and applied to production to calculate assessments for catcher/processors with
partial coverage qualifications under the status quo.

% EMA is currently (March 2015) compiling data from observer provider invoices for 2014. This may be available for use in the
Ereparation of a Council final review draft, and a Secretarial review draft of this analysis.

© Section 2.4 at page 24 (emphasis in original omitted), North Pacific Groundfish and Halibut Observer Program 2013 Annual
Report (NMFS, 2014), available at NMFS Alaska Region website:
https://alaskafisheries.noaa.gov/sustainablefisheries/observers/annualrpt2013. pdf

™ 16 USC 1862 (b)(2)(E).

2 Analysis of the Restructured Observer Program, section 2.7 at page 26 (NMFS 2011).
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Cost of plaing an observer on board a partial coverage vessel

In 2013, the average cost per day of observer coverage in the full category,Q2aspgkt day.Again,

the2013 Annual Report on the Observer Program provides the specifics: "To date, NMFS has spent
$6,600,128 to procure 6448 observer days for an average cost per observer day is [sic] $1024 per day."
The average cost per day of observer coverage in the partial coveragéos&fddis not available at

the time of preparation of this analysi§NMFS, 2014, page23)

3.6 Analysis of Impacts: Alternative 1, No Action

Alternative 1 is the no action, status quo, and baseline alternative. Alternative 1 is described in detail in
Section2.1

If the Council takes no action, only six catcher/processor vessels will remain eligible for partial observer
coveragdn every year In the past, only three of these vessels have takemtdje of this opportunity,

and this may continue in the future. These vessels may expand production in the future, but there would
be no opportunity under Alternative 1 to reclassify them with respect to their observer coverage status.
New catcher/pragssors operating at levels of production similar to those of the vessels that are eligible
for partial coverage would be required to carry full coverage.

In 2015, one vesselas placed in partial coverage for one year under the one metric ton allowance
because this vessel processed no pounds in 2014 which was less than one metric ton every daif in 2014.
this vessel operates in a meaningful vim2015 it will not be able to qualify for partial coverage under
this provision in 2016.

Since this alterative is the baseline alternative, its benefits and costesaentiallythe reverse of those
for the action alternative, and are not discussed in detail here. Sedtidescribes the impacts of the
action alternative, with reference to the baseline, and SegBsummarizes those impacts, again, with
respect to the lszline.

3.7 Analysis of Impacts: Alternative 2
3.7.1 Directly regulated entities

The starting point in this analysis is the identification of the entities that may be directly regulated by this
action. An analysis of how thesatitiesmay be affected, and hailveir behavior may change, provide

the basis for an evaluation of the impacts of the action on those not directly regulated, but who may be
indirectly impacted.

As discussed in Sectio.4, four classes of directly regulated eietit have been identified for this
analysis:

1. Groundfishfixed gearcatcher/processor operations currently qualifying for partial coverage;
2. Groundfishfixed gearcatcher/processor operat®that currently qualify only for full coverage;

3. Catcher vesselixed gearoperations that may switch to catcher/processor operation under a
partial coverage option;

" Section 2.3.2 at page 23, North Pacific Groundfish and Halibut Observer Program 2013 Annual Report (NMFS, 2014), available at
NMFS Alaska Region website: https://alaskafisheries.noaa.gov/sustainablefisheries/observers/annualrpt2013.pdf
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These entities may be categorized by whether or not they have an LLP endorsed for operation as a

catcher/processor, and whether or not they operated as a catcher/processor, or simply as a catcher vessel

during the years 2@0through 2014. Table6 shows the sections in which the different categories of
entities are evaluatedThe four sectionthat follow the tablevaluatehese setors.

Table 6

Categories of directly regulated operations

With or without LLP endorsed for C/P

Operatel as a catcher/processor (C/iR)at

Operates only as a catcher vessel (ftdf

operation least one year from 2009 through 2014 2009 through 2014
LLP with C/P endorsement Section3.7.2and Sectior8.7.3 Section3.7.4
LLP without C/P endorsement Section3.7.5 Section3.7.5

(mwhi ch

NMFS compared groundfish production by trawl catcher/processors at@rnthresholds discussed in

this analysis for the years 2011 thraug016 (using production in basis years 2009 through 2014). Only
two of these vesselsachin one year, produced at levels below one of the thresholdsseldsset were

AFA and A80vessed, and would have been required to carry full observer coveratie years they
gualifiedbecause of other provisions of regulations, and so would not have been able to take advantage of
this exemption. Thus, trawl catcher/processors are not directly regulated by this action.

3.7.2 Groundfish catcher/processor operations currently qualifying for partial coverage

Under the observerestructuring programstarting in 2013) NMFS placed three catcher/processors
permanentlyinto the partial coverage category: one catcher/processor met both the hybrid allowance and
the under 5,000 pounds allowance; one catcher/processor met only the hybrid allowance; one
catcher/processor met only the under 5,000 pounds allowanideese coverage assignments are
permanent under the status quo.

In addition to these three vessels, three adtitioessels may qualify for partial coverage but have not
requested the exemption. According to NMFS6s
LOA operated as catcher vessels and catcher/processors in at least one year from 20030080 agal
one catcher/processor had an average daily groundfish production of less than 5,000 pounds in its last full
year of production from 2003 ribugh 2009. However, NMFS has not received requests from any of
these three vessel operators to place the vessel under the partial coverage category.

hi s

Finally, in addition to the vessels discussed above, one vessel which did not process groundfish in 2014
and thus, which processed less than one metric ton of groundfish in the year, has qualified for partial
coverage in 2015. Hthis vessel operates in any significant way in 2015, it would not qualify for partial
coverage in 2016.

The discussion in thisection will focus on the three catcher/processors which qualified for and used the
partial coverage exemption in their catcher/processor opeaimmnto 2015 To the extent that the three
catcher/processors which qualified for, but did not useé&manentexemption, operated in recent years

as catcher/processors or catcher vessels, their potential eligibility wilisbessedn Section3.7.3 or
Section3.7.4 In addition, the vessel which qualified in 2015 under the one metric ton exemption will be
discussed with the vessels in Section.3

These three fixed gear vessqieedominantly act asatcher/processors, although some do deliver
unprocessed groundfish. In aggregate, they process 82 percent of their groundfigim dadahd, and
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deliver 18 percent of it unprocessed (this and the following characterizations are based on aggregate
production by the three vessels from 2009 through 2014). With respect to their processed production:

1 about 97 percent of their groundfigliring this period was taken witiookandline gear and
about 3 percent with jig gear;

1 75 percent is taken in a sablefish target fishery, 14 percent in a halibut fishery, and 11 percent in a
Pacific cod fishery;

1 66 percentis taken in an IFQ fishery, @&cent in a CDQ fishery, 10 percent in a state managed
fishery, and 4 percent in an open access fishery;

1 51 percent is taken in the BSAI, and 49 percent in the GOA.

Under the status quohe three operations which qualify for partial coverage basethain dperations

from 2003 through 2009 are in partial coverage every. yigair qualification for partial coverage does

not expire. However, under the action alternative, these three operations would have to requalify for the
exemption for each year, keb on catcher/processor activity two years earlier (as discussed Section
2.2.2, qualification in one year, such as 2015, would depend on activity two years, darltbis
example, 2013). It is possible that one or more of these fishing operations may fail to qualify for the
exemption in future years under the action alternative.

NMFS reviewed the fishing data from ZDthrough 2014 to evaluate the extent to whibese vessels
might have qualified for the exemption based on their fishing activity during those years. In particular, a
forward looking projection would have to take account of the possibility that operators, knowing that
future qualification for paidal coverage depended on current catcher/processing activity, would adjust that
activity to obtain that qualification.

Table 7 summarizeghe numbes of these three catcher/processors that qudliiie partial coverage
under the different threshold options considered the action alterndtiv€able 7 does not include
information on the vessel thauialified for partial coverage in 2015, based on processing less than one ton
on any given day in 2014This vessel has been inclublin the category of catcher/processors, currently
with full coverage, that would qualify for partial coverage under the alternatives.

™ The numbers of years under which each of these eight vessels would qualify is shown for each vessel (with identities masked to
protect confidentiality) in the summary section, Section 3.8.
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Table7 Number of vesselgualifying for partial coveragm each yeafout of three vessels in total)

Three catcher/processors qualified for partial coverage in 2013 and. ZX& numbers in parentheses in the top row show thg
number of these vessels actually fishing in each year.

Alternative and Option 2011 2012 2013 2014 2015 2016
3) 3) 2 1) (unknown) (unknown)
Vessels qualified this year
Average daily: low1A) 3 3 3 3 3 3
Average weekly: [o(2A) 2 3 3 3 3 3
Maximum daily: low(3A) 3 3 2 3 3 3
Maximum weekly: low4A) 3 3 3 3 3 3
Annual lom5A) 2 2 3 3 3 3
Vessels qualified & fishing this year
Average daily: low1A) 3 3 2 1 na na
Average weekly: [o2A) 2 3 2 1 na na
Maximum daily: low(3A) 3 3 1 1 na na
Maximum weekly: low4A) 3 3 2 1 na na
Annual lom5B) 2 2 2 1 na na

All three vesselgualified for partial coverage under the high thresholds in every year. To simplify the table, this information
been reported
Source: AKRO CAS?2 evaluated by AKRO staff.

Table7 shows the number of vessels whitild qualify for partial coverage under the status quhich
alsowould have qualified for coverage in each yeader the action alternative. Qualificatisrbased on

the round weighequivalentof production in the basyear, which ends 12 months before the start of the
fishing year, or on round weight production in earlier years if the vessel did not fish in the basisgear

the years 208.and2016, it is impossible to show the number of active vessels, however it is still possible
to estimate the number that might qualify under the action alternative, as the qualification is based on
activity in 2013 and 2014.

All three of the vessels with partiabeerage under the status quo would qualify for partial coverage
under the action alternative with the high thresholds under each threshold standard (average daily
production, average weekly production, etc.) and in each of the qualification Jéars, b simplify the

table, this information has not been presented ivhile it is theoretically possible for one of these three
vessels to exceed an action alternative in a future year, this evidence suggests that this is unlikely unless it
significantly dhanges its operational pattern. Thus, these thresholds are unlikely to create meaningful
costs or benefits for these operations.

The partial coverage status under the action alternative has been shown for each of the low thresholds
under each thresholdamdard. There are four instances in which a single vessel (of the three) fails to
meet the standard. These cells associated with these instances have been shaded in thbdigure.
alternatives were: (1) the average weekly measure with the low d¢hitegR) the maximum daily
measure with the low threshold; and (3) the annual measure with the low threshold.

These instances affect two of the three vess&lseseestimatesare based on instances in which the
catcher/ processor s thregholddabaisint2000,201@ gr @ el ikfamatioh @n

the extent to which they exceeded the different thresholds cannot be reported because of its confidential
nature, and the small number of observations.

This analysis is retrospective, describing what would have happened to catcher/processors in the past,
given their past behaviorHowever, these operators made their decisions at that time without being
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subject to the partial coverage threshold. Had thesyn subject to such a threshold, they might have
processed less fish in order to qualify for partial rather than full observer coverage in the future.

The analysis indicates that, while in general the lower thresholds will not affect these three
catchefprocessors, in some years they may have to constrain harvests to qualify for partial coverage in
subsequent years, or they may have to pay the additional costs of full cdwesabeequent years

3.7.3 Groundfish catcher/processor operations currently operating under full coverage
The vessels directly affected by this action

Thefixed gearvesselsurrentlyoperating as-ederalcatcher/processortmder full coveragethatmay be
directly regulated by this actipmare those that would be qualified for parttalverage under the most
liberal of the potential thresholdbut that are not required to carry observersspgcialregulations.
Special regulations are those that require observer coverage to meet special management needs, such as
the need for speciaionitoring of harvest in the presence of a Council, or private, rights based
management program.The most liberal threshold (every vessel that qualifies, qualifies under this
threshold) isoption 5.B., theannual measure using the upper threshalth{etiold of 2,655,000 pounds
round weight per year)Within this group, the number of vessels that may qualify in a given year varies
by year.Under these critej eight vesselsin addition to the three that already qualify for partial
coveragewould qualfy for partial coverage in at least one year froml 2through 2086.” "® (AKRO
CAS2)

The number of vessels that would qualify under any given threshold in any specific year is less than the
eight described as directly regulatsthcenot everyvesselqualified forpartial coverage in every yedr.

Table 8 summarizes the counts of separate vessels that might have qualified for partial coverage under
each thresholdni each yeaf® The top part of the table shows the numbers of vessels that would have
gualified for each fishing year, while the bottom part of the table shows the numbers that not only would
have been qualified for the fishing year, but which were agtaalive in the fishing yedr. The bottom

part of the table for 2015 and 20&&nnotbe completed yedrecause we do not know yet which vessels

will actually be active in those years

" These are the numbers eligible for partial coverage in the fishing years; these are the numbers within the threshold in the basis
year two years earlier. For example, the number qualifying under the lower average daily threshold in 2011 is based on activity two
years before, in 2009. The counts include vessels that would qualify in 2015 and 2016, based on activity in 2013 and 2014.

® In addition to the vessels with other regulatory requirements for full coverage two catcher/processors were removed from
consideration. One operated only in state waters, and one is known to have left Alaskan fisheries.
" The numbers of years under which each of these eight vessels would qualify is shown for each vessel (with identities masked to
%rotect confidentiality) in the summary section, Section 3.8.

The volumes of groundfish harvested by these vessels under the different threshold options are summarized and discussed in

Section 3.7.6 , which discusses the impacts of the action on fishery-dependent biological information.
™ These numbers are the same in 2015 and 2016, since we do not have complete annual fishing information for those years. Both
parts of the table show the numbers of vessels qualifying.
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Table 8 Counts of non-trawl catcher/processors that would have qualified for partial observer coverage
in each year from 2011 through 2016 under each of the ten potential thresholds.

Cell shows the number dishing catcher/processotthat would havegualifiedfor partial coverage uther the threshold for that rowdata fran
2015 and 2016 only show numbers qualifying for those years based on 2013 and 2014 activity).

Alternative and Option 2011 2012 2013 2014 2015 2016
Average daily1A) 4 4 6 5 6 5
Average weekl{2A) 4 5 6 5 6 5
Low | Maximumdaily(3A) 4 5 6 4 6 5
Maximum weekly(4A) 4 5 5 4 6 5
Annual(5A) 4 5 5 5 6 5
Average daily1B) 6 6 6 5 6 5
Average weekly2B) 6 6 6 5 6 5
High | Maximumdaily(3B) 5 6 6 6 6 5
Maximum weekly(4B) 5 7 6 6 7 6
Annual(5B) 8 7 8 6 6 6

Cell shows the number afctivefishing catcher/processors that would hagigalifiedfor partial coverage under the threshold for that row
(data from 2015 and 2016 only show numbers qualifying for those years based on 2013 and 2014 activity).

Alternative and Option 2011 2012 2013 2014 2015 2016
Low Average daily1A) 2 4 3 1 na na
Average weekly2A) 2 4 3 1 na na
Maximumdaily (3A) 2 4 3 0 na na
Maximum weekly(4A) 2 4 2 0 na na
Annual(5A) 2 4 2 1 na na
High Average daily1B) 3 5 3 1 na na
Average weekly2B) 3 5 3 1 na na
Maximumdaily (3B) 2 5 3 2 na na
Maximum weekly(4B) 2 6 3 2 na na
Annual(5B) 5 6 5 2 na na

Source: AKRO CAS2; calculations by AKRO staff.

Theseeightfixed gearvessels are predominately catcher/processors, although some do deliver
unprocessed groundfisiin aggregate hiey process 92 percent of their groundfish catch on board, and
deliver8 percent of it unprocesséthis and the following characterizations are based on aggregate
production by the eight vessels from 2009 through R20With respect to their processed production:

9 about63 percentf their groundfish during this period was takeith pot gearabout36 percent
was takerwith hookandline gear, anélmostl percent with jig gear;

94 percent is taken in a Pacific cod target fisAtfypercent in a sablefish target fish&nand
smallpercensin halibutand Greenland turbtarget fisheies

1 74 percenis taken in an open access fisheypercent in a CDQ fisher percent in an IFQ
fishery, andb percent in a state managed GHL fishery;

1 71 percent is taken in the BSAI, and 29 percent in the GOA.

While only 5 percent was taken in the sablefishdafighery, at least one vessel operator, the operator of
the F/V Pacific Sounder, has indicatadoublic testimonythat he did not operate in the sablefish fishery

& Remember that it the fish taken in a target fishery may include species other than the targets.

8 The relatively small activity in sablefish targets may be due in part to the cost of full observer coverage. Sablefish fishermen, or
their representatives, testified at the December 2014 Council meeting that they had not fished as catcher/processors for sablefish in
the Aleutian Islands because of the high cost of full observer coverage. This is discussed further in Section 3.7.5.
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as a catcher/processor in 2014 because of the high full coverage observer costs expe21&? As
discussed in the next section, the operators of several vessels have indicated that they would like to catch
and process sablefish with their vessels if they had a partial observer coverage Gptisn.with a

change in observer coveragges, this fishery segment may expand for these vessels.

While less than 1 percent was taken with jig gear, several vessels that operate with, jandehe
Alaska Jig Associatigrhave stated that some jig gear vessels would like to operate asrfatmtessors
but that the cost of full observer coverage has deterred them from ddihg so.

Cost savings from elimination of full observer coverage

The observer provider invoice data base prepared
Monitoring and Analysis Division (FMA), described in Secti®d, was evaluated for thBve vessels

that mighthavequalified for partial coveraga 2013under the most liberal of the options (Option 5B,

the higher annual catch threshodaid actually processed in 2018t the time this data set was prepared,

invoice data was only available for 2013The estimates of cost savings below may be smaller if an

option is chosen that qualifies fewer vessels (options 1A to 5A and 1B to 4B), but the numbers involved

are small enough that the cost estimates cannot be reported.

Thesefive vessels were billed a total about$243,000for full observer coverage in 2013Thus the
average cost of coverage was aboif,600in 2013. (FMA data evaluated by AKROXince this full
coverage would no longer be required, these damma&®s of the cost savings from the action alternative
options, both from a national accounting stance, and from the point of view of the catcher/processor
vesselghat are directly regulated

Public testimony byepresentatives divo firms indicates that with full coverage, the cost of observer
coverage is high compared to vessel revenues. In February 2014, the operators of the F/V Pacific
Sounder provided estimates of the implicitv@ssel value of their production in 2012 ar@l2, and
compared this to their observer coverage in the two years. In 2012, the F/V Pacific Sounder was required
to carry observers 30% of the time, under the earlier lemgtled observer coverage rules; in 2013, the

F/V Pacific Sounder was requireddarry observers full time. For 240 days fishing and running in 2012,
they reported actual observer costs of $42,285; for 190 days fishing and running in 2013, they reported
observer costs of $77,130. The actual observer fee as a pergapticit ex-vessel gross revenuess

reported tohave been 2.49 percent in 2012, antb have been8.81 percent in 2013. As a
catcher/processor, the true gross revenues for the F/V Pacific Sounder would have been considerably
higher than the revenues reported in #xercise, and observer costs, as a percent of revenues, would
have been correspondingly lower.

The operators of the F/V Pacific Sounder estimated that, with a 1.25 percent assessment of their implicit
ex-vessel revenues, their total observer cost whake been $10,945 in 2013. With 25 percent observer
coverage for 190 days of fishing and running activity, and a partial coverage observer cost of $1,024/day,
the total cost of their observer coverage would have been $48,640 in 2013. The differeres hatw

total cost to the partial coverage program of observer coverage, and the assessment revenues, would have
been $37,695; at $1,024 per day, this would have led to a reduction in partial coverage on existing partial
coverage vessels of 37 days of aliee coverage. If the reducedst ofobserver coverage had led the

8 \Written Statement of Oystein Lone, attached to Agenda Item C-9 for Council Meeting (December 2014) available at
http://mww.npfmc.org/council-meeting-archive/; Council Testimony of Oystein Lone (December 15, 2014).

8 Written Statement of Ken Christiansen, attached to Agenda Item C 13 for Council Meeting (February 2014); Written Statement of
Darius Kasprzak, President, Alaska Jig Association, attached to Agenda Item C 13 (February 2014); Written Statement of Adam
Lalich, attached to Agenda Item C-9 for Council Meeting (December 2014). These statements are available on the Council website
for Archives of Council Meetings: http://www.npfmc.org/council-meeting-archive/
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operators of the F/V Pacific Sounder to increase the number of their fishing days, this impact on the
partial coverage program could have been greater.

In February 2014, the operators tbe F/V Cynosure provided estimates of prospective costs in 2014
under full and partial observer coverdgeThese are hypothetical cost estimates for the upcoming year,
and not estimates of realized activity and costs in earlier years. However, ubgwtdl theelationship
between observer costs and reverthas concerned the owners and operators. The operators of the F/V
Cynosure provided examples of BSAI sablefish and halibut fishing, with hypothetical imphaitssz|
revenues of $1,700,0009Q days of fishing and running, and estimated full coverage costs of 5.03
percent of revenues. Full coverage was estimated at $450/day. Average full coverage costsafudt hook
line catcher/processors in 2013 appear to have been al®ut&B(see Sectior.5). At this rate, the

full observer coverage cost would have been a somewhat lower percentage of revenuésl, pé@ent.

A similar example bPacific cod pot fishing, with hypothetical revenues of about $260,000, 40 days of
fishing and running, and estimated full coverage costs of 6.92 percent of revenues. With the estimated
2013 daily observer costs, the rate would have been lower, abqgrbent.

Estimates of observer costs for catcher/processors have been compiled from observer provider invoices
by the AFSC FMA program. These have been compared to first wholesale revenues from
catcher/processor operations, made available by AFSC,hendatio of costs to revenues calculated
separately for catcher/processors that would be eligible for partial coverage in 2013 under one or more of
the threshold options, and for catcher/processors that would not. The percentage for five vessels that
would qualify was 2.9 percent, while the percentage for the 66 vessels that would not was 1.2 percent.
The percentages for the five vessels that would qualify ranged from 3.2 percent to 6.2 percent, while the
percentages for the vessels that would not qualifyged from 1.7 percent to 3.0 percent. These
percentages would be higher if the invoiced costs had been compared to impliesisekrevenues for

these vessels. In this case, and making the rough assumption-tiesisekrevenues would have been

half of first wholesale revenues, the average for the five qualifying vessels would have been about 6
percent, while the average for the vessels that would not qualify would have been about 2 percent.

Estimated o4 of partial observer coverage

From a nabnal perspectivethe savings in full observer coverage costs are offset in part by the increased
costs of partial observer coverage. However, the costs of partial observer coverage are not an offset from
the point of view of the catcher/processors that affected. These vessels do not bear these costs
directly® The cost to the catcher/processors that are affdéstdte cost ofthe annual 1.25 percent
assessment of the implied-e&ssel value of their catches. This cegbich may be greater or kshan

the cost of the partial observer coverage itéglfijscusseth the next sutsection

The estimate of theost of partial observer coverage here is the product of three things: (1) the number of
days a catcher/processor spent fishing; (2) a Ingbictl rate of fishing days with observer coverage,
based on 2013014 experience; and (3) a cost of $1,024 per fishing day, based on experience in 2013.

Under the partial coverage option, vessel trips will be seledteahdonfor observer coverage f & trip

is selected, the vessel will be required to carry an observer throughout theame. trips may be longer

than others, so a random selection of a stated proportion of trips does not translate into an equal
proportionate coverage of days at deleally, if a data set was available for a vessel that listed its trips

8 Written Statement of Sullivan & Richards (February 2014) regarding Agenda Item C 13 for Council Meeting (February 2014).

® This section deals with the financial costs of deploying observers on fishing vessels. Vessel operators incur other costs as well,
associated with the inconvenience of carrying additional crew who do not contribute directly to vessel fish production. There is
some offset of these costs savings from the reduction in full coverage, associated with the substitution of partial coverage, and this
is discussed below.
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during a year, and the number of days for each trip, NMFS could simulate the impact of the trip selection
rate directly on trips,and estimate its impact on the number of days theelegould have carried an
observer. However, while NMFS has data on the number of days in which a catcher/processor was active
processing during a given yeai, does not have data that would allow it to identify a set of
catcher/processor trips with caarof days for each. Therefore, NMFS has applied the trip selection rate
directly to the days of fishing activity for each catcher/processor, to estimate the number of days it would
have been required to carry an observerqtidlified for partial coveage.

In 2013, NMFS began the year applying a trip selection rate of 0.15 in the trip selection stratum. An
adjustment was made to the trip selection stratum to reduce the sampling rate from approximately 0.15 to
0.11 for the period from June 22 throu§jhgust 17. This adjustment was required because more fishing
effort occurred during the first 20 weeks of the year than was anticipated under the 2013 annual
deployment plan. A downward adjustment to the sampling rate rethe@umber of days observadd

their cost to ensure the program did not go over budget before the end of 2013. The rate was increased to
approximately 0.15rom August 17 until the end of 2018NMFS, 2014). In 2014, the initial trip
deployment rate was 13.7 percent. (NMFS, 2013n 2015, the initial trip deployment rate for the
category of vessels into which these catcher/processors would have fallen was 24 percent (NBIFS 2014

In 2013, the first year of the program, NMFS spent $6,600,128 to prog#® 6ébserver days, for an
average cost per observer day iS084 per day. The costcludes thedaily rate whichwaspaid for the
days the observavason a boat or at a shoreside processing plntyell ageimbursable travel costs.
The detailed breakdown between daily raté tavel is confidentialNMFS, 2014)

Costsin the partial coverage sector were higher than those in the full coverage Beciting a more
complete analysis, NMFS can suggest several possible reasons why this may be thbeemeatractor

must reoup their total costs and profit through the daily rate. This includes the costs for days the
observers are not on a boat. These days include training, travel, deployed but not on a boat, and
debriefing. Partial coverage is inherently inefficient compaoefdlll coverage as days when they are not
deployed are expected, but they were difficult to predict. Regarding the contract, risk and uncertainty
regarding the number of unobserved days are likely influenced the contract bidding process. In addition,
thefederal contract requires wages and benefits consistent with Service Compensation Act determinations
for the profession and area. All travel costs and expenses incurred are reimbursed in accordance with the
Government 6s Tr avel R edfied partdiero rates wiithi ae ipaidiregardleasdok s s p
actual expensedNMFS, 2014)

In this analysis, NMFS has estimated hypothetical partial coverage costs for the catcher/processor vessels
that might have been directly regulated?2i®il3 As explained bove, hese costs are the product of the
number of processing days (derived from daily processing reports), a hypothetical coverage rate, and a
hypothetical cost per day of $1,024.

Specifically, for the 14.8 percent effective rate observed in 2013, the total cost foffitieegessels
would have been about 8,000 at the 24 percent target rate for 2015, the total cost would have been
about $¥5,000, and for a hypothetical rate 86 percent, the total cost would have been about
$255000%

Estimated change in partial coverage assessment

8 A similar estimate cannot be prepared for 2014 because of the small number of vessels that both would have qualified, and
fished, in that year.
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The catcher/processor vessels that operated during 2013 and 2014 would have been assessed 1.25 percent
of the implied exvessel value of theifish production if they had been eligible for partial observer
coverage during those years. This assessment is a payment from the catcher/processor operators to the
partial observer program. However, the payment is not for the specific observer sanwigdsd by the

program to these vessels. The cost of those services to the public is discussed above. Thus, this cost
element is not a cost from a national accounting stance. However, this represents a real cost from the
point of view of the catcher/pcessor operations involved.

Although the vessels considered here would operate as catcher/processors, and their gross revenues would
reflect the wholesale value of the processed products, the partial coverage system is based on standardized
ex-vessel pies published annually in a Federal Register notice. That is, the prices used for partial
coverage assessments are the prices for unprocessed product as observed in Alaska port markets.

NMFS tried, but was unable to adapt the existing billing systematdalculate the assessments for
directly regulated vessels in 20¥3.Thus, the assessment costs in this analysis are based on the round
weight of the fish processed by the catcher/processors that would have qualified for partial coverage in
2013 and 204, and that actually fished in those years, and the standard prices published in the Federal
Register for the relevant year8ecause of confidentiality limits on reporting data from fewer than three
observations, we only report the assessment reverssesiated with the alternatives in 2013 under
which the most vessels qualified. The assessment revenues under these alternatives in 2013 would have
been about39,000.

Other burdens of observer coverage

Observer coverage places Himancial burdens o fishing operations as well as the financial burdens
associated with paying for full coverage or paying partial coverage assessmeosss could include

costs associated with interference with vessel operations due to the need to transport antolasetver

from the vessel, costs associated with feeding and providing a berth for the observer on board the vessel,
costs associated with vessel liability insurance, costs associated with the interruption of vessel operations
due to the need to cooperate twian observer (for example, if the crew size must be reduced to
accommodate an observer). These costs are likely to be more important to smaller vessel operations.
These types of costs have not been successfully estimated quantitatively. The aadtiativake
considered in this analysis would reduce observer coverage on the directly regulated vessels, and would
thus tend to reduce these types of costs.

Summary of impacts on vessels currently operating as catcher/processors with full coverage

Table9 summarizesnformation from this section on the cost impact of this action in 2013 on the directly
regulated catcher/processors that currently have full coveragethencost impact on the nation,
assuming that this class of vessels had carried observers at the rate realized in 2013.

This action would have saved this class of directly regulated entities about $200,000.in 26&8the
national perspective, usirtpe rate in effect in 2013, and ignoring for the moment the impact on the
quality of information, this program produced a small net benefit in 2013 (but if the coverage rate had

8 |t is not practical to back-calculate what observer fees would-have-been using the methodology of changing "do fees apply" rules
and re-running the existing billing system. The observer fee "do fees apply" rules were not designed to apply to observer reporting
(because 100% observed boats are not charged observer fees.) These vessels do also complete production reports and landing
reports as required by regulation. But because catch accounting transactions for these vessels have always come from observer
reports, it has not been necessary to develop methodologies to ensure that all catch products reported by these vessels on landing
reports and production reports are counted once and only once. It is more cost-effective to calculate what observer fees would have
been through a one-time research and analysis effort than to re-engineer a production system to add functionality that it was not
designed to support.
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been higher, this could have turned slightly negative, as the example tdlgst®dl other persons in the
nation incur a net cost from this action, as the assessment does not offset the additional costs for the
partial coverage program

Because the partial coverage assessment is dedicated to purchasing partial obsage, and because

this program is meant to be sslistaining, without subsidies in the long run, and without transfers of
funds to the general funds of the United States, any reduced net benefits to the nation would be
concentrated in reduced partiabserver coverage rates for vessels already in the partial coverage
program. Table9 shows a decline of 67 to 211 partial coverage observer days in 2013, depanttiag
coverage rate used to make the calculation. NMFS purchased 3,538 partial coverage observer days in
2013 NMFS, 2013, page22), so this reduction in days translates into a reduction of 2 percent to 6
percent in partial observer day coverage that.y@ he partial observer coverage rate was 14.8 percent in
2013; reductions in observer days on this order would have led to an observer coverage rate between 13.9
and 14.5 percefit. ¥ Thefiscalimpact o partial coverage will depend on subsequesiicy decisions

by the observer program on whether or not to place partial coverage vessels in a strata that requires
coverage on all trips.

Table 9 Impacts of allowing selected existing full coverage catcher/processors to qualify for partial

coverage in 2013 (assuming the 2013 realized partial coverage rate of 14.8 percent)

Perspective of directly
regulated vessel
operators and crew

National perspective

Everyone in the nation
other than the directly
regulated vessel
operators and crew

Net fiscal impact on
partial coverage
program

Decrease in full coverage

observer costs

$243,000

$243,000

Not a consideration

Not a consideration

Increase in partial
coverage observer costs

Not a cost consideration

$108,000 to $255,000

$108,000 to $255,000

$108,000 to $255,000

Increase in partial $39,000 Transfer payment $39,000 $39,000
coverage assessment (ignore)
Change in other burdens Reduced reduced Not a cost consideration. Not a cost

of coverage (extra crew)

consideration

Net change in costs

Financial expense
decreased $204,000;
other burdens reduced

Changed financial costs
by -$135,200 to
+$12,000; other reduced
burdens have some
value. At the coverage
rate in 2015, would
reduce costs by $68,000

Increased $69,000 to
$216,000

$69,000 to $216,000
less available for
partial coverage on
catcher vessels;
perhaps 67 to 211
fewer observer days
on existing partial
coverage vessels

3.7.4 Groundfish catcher vessel operations that may begin catcher/processor operation

under this action

It is possible that some vessels operate as catcher vessels rather than catcher/processors because the cost
of full observer coverage for catcher/processor operations is prohituititkem This group of vessels
divides into two categories: (1) vesselshwitLPs endorsed for catcher/processor activity; (2) vessels

® These numbers are illustrative. The program had carried over unexpended funds in 2013 sufficient to pay for the 67 to 211 days
that might have been impacted by this action. The actual impact would have depended on policy decisions that cannot be
accounted for here.

8 NMFS is actively investigating the potential for electronic monitoring of vessels to reduce the need for partial observer coverage
on catcher vessels and catcher/processors eligible for partial observer coverage. While it might appear that electronic monitoring
might reduce the costs for observers (and affect the implications of these calculations) the electronic monitoring program itself would
currently be funded from assessment revenues, and could be expensive. There is considerable uncertaintly about the timing and
methods by which it would be implemented, and the fleet sectors that might be covered. Thus, the fiscal burden discussed here
may not be alleviated by the introduction of electronic monitoring.
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without such an LLP endorsement, but which might
category of catcher vessels is discussed in this section, the second is discussed i8.3&ction

The vessels considered in this section have two characteristics: (1) they have LLPs endorsed for
catcher/processor operation, and (2) they were only usezhtaher vessels in the two complete years
during which the restructured observer program was effective, 2013 and’2®®4vessel with the LLP
endorsement had operated as a catcher/processor intlmgears, it would have been included in the
discussions in SectioB3.7.2or Sectior3.7.3

If a vessel that met these characteristics, had also operated as a catcher/processor in the years before the
program (2009 through 2012 were evaluated in this analysis), then it mighblpdssie switched to

catcher vessel operations in 2013 and 2014 because of the advent of the new observer coverage
requirements.

An examination of the LLP files for 2013 and 2014 showed a total of 134 separate licenses endorsed for
catcher/processor opéia. Of these, 125 LLPs named vessels to which they were currently afta2hed

were attached to vessels that only operated as catcher vessels in 2013 an@r29lehe of these had
operated as a catcher/processor prior to 20TBis vessel had not emted as a catcher/processor in
either 2011or 2012. Because this vessel had not operated as a catcher/processor in the years immediately
preceding the effective date of the restructured observer program, it is unlikely that its catcher vessel
operatiog\lin 2013 or 2014 was a result of the full observer requirementdedlun the restructured
progrann.

The operators of jig gear vessels have stated that they would start processing in federal waters if partial
coverage were available. A vessepiscessing if it freezes fish on bodfdThe jig gear vessels catch a

very small amount of groundfish and, in the sectors where they have an allocation, do not catch anywhere
close to their quota. For example, jig gear vessels received a quota of ti@ltonstof Pacific Cod in

the BSAI for 2014 and harvested 2 metric t¥hsThe jig gear vessels do not operate under any PSC
limits.** Although the availability of partial coverage is important to the owners of jig gear vessels, as
shown by their writterand oral testimony to the Countilanalysts believe that the increased processing

that may occur under this action by jig gear catcher/processors would be insignificant for purposes of
evaluating overall impacts of this action.

Thus the data does notggest that there is interest amongsthgessel owners aogperators in operating

as catcher/processors, or that they are operating as catcher vessels because of the introduction of the
restructured observer program. Catcher/processor activity is nasaeibea more attractive business

model for a fishing operation. Howeveutidire catcher/processor activity by aremoreof these vessels

or by another vessel which purchases an LLP purchasing a catcher/processor endorsement from one of
them, cannot Ie ruled out.If production levels were beneath whichever threshold may be adopted under
the action alternativegne or more of thee 22 vessels could qualify for partial observer coverage.

% Note that these criteria overlap with the selection criteria used to identify catcher/processors that might qualify for partial coverage
(discussed in Section 3.7.3), since that section selected vessels that had operated as catcher/processors at any time from 2009
through 2014.

° In addition, for the reasons discussed in footnote 90, this one vessel has already been considered in conjunction with the analysis
of catcher/processors that may qualify for partial coverage in Section 3.7.3.

250 CFR 679.2 (definition of processing)

% BSAI Annual Catch Report (2014) available at https://alaskafisheries.noaa.gov/2014/2014.htm

% 50 CFR 679.21.

° Written Statement of Ken Christiansen, attached to Agenda Item C 13 for Council Meeting (February 2014); Written Statement of
Darius Kasprzak, President, Alaska Jig Association, attached to Agenda Item C 13 (February 2014); Written Statement of Adam
Lalich, attached to Agenda Item C-9 for Council Meeting (December 2014). These statements are available on the Council website
for Archives of Council Meetings: http://www.npfmc.org/council-meeting-archive/
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375 Sabl efish AAO0O quota share holders

Sablefish is an FMP grodfish species, however, sablefish are managed under the rules of the IFQ
fisheries program® Under these rules, different types of sablefisiota sharare issued for fishing on

di fferent types of qubtashanenan ke fished ®rscatther/procesfols@s well aa ans
catcher vesselsQuota sharés held by individual persons, and is not vesgricific. A vessel may be
used t o pr oquaasskarevithdut holdihgaas ELP endorsed for catcher/processor oparatio
although a ves saqubta shasemustgcarryi Ardo FFR Enalassed for catcher/processor
operatior’’

Under the quota share program, no vessel may be used to harvest more than one percent of the combined
fixed gear TACs of sablefish in the Gulf Afaska and the Bering Sea and Aleutian Islands management
areas during any one fishing year. [50 CFR 679.42(h)(2)] This corspatis a natural limit on the

volume of sablefish that may be harvested by a single catcher/processor in a year. Basé&ll on TA
estimates irmable 10, this regulation implies catcher/processor harvest limits of 280,139 pounds in 2013,
and of 236,796 pounds in 201Fhese volumes are 41 pentend 35 percent of the low annual threshold

of 677,000 pounds of groundfish (threshold option 5.A.).

Public testimony, presented to the Council, indicatesttiere ares a bl ef i sh AAOd quot a
interested inusing A 0 sthcatcheaisd proess sablefistbut who are not doing so because of the high

cost of full observer coveragdn December 2014, attorney Andrew Richards wrote to Council Chairman

Dan Hull on behalf of Far West Fisheries LLC, owners of the 57 foot fishing vessel F/V &erule
Richards indicated that, although the F/V Cerulean was currently operating as a catcher vessel, it had been
designed to catch and process sablefish, and woul
cost of the full observer coverage regment. (Richards, 2014pimilarly, Oystein Lone, the operator

and manager of the 98 foot fishing vessel F/V Pacific Sounder, wrote to the Council Chairman that the
F/V Pacific Sounder had operated as a catcher/processor in the 2013 BSAnkdiole sablefish and

turbot fisheries, but had not done so in 2014 because of the expense of the full observer coverage
requirement. (Lone, 2014).

The operations of concern inishsection are(a)t hose wusing sablefish AAO0 sh
from catche vessels without LLPs endorsed for catcher/processor operation. These operations will be
characterized by t he use o fonly suapbotesskedsablbfih; b} o shar
catcher/processors, insofar as they would have expanded deliveriecessgw sablefish if they had

been eligible for partial coverage; €a bl ef i sh fAAO0 shares that are unf|
or catcher vessels

The impact of th optionson this category of directly regulated entitiebardto evaluate foa number of
reasons:

1T Sablefish AAO quota share is held by persons a

T Avessel using sablefish AAO quota share to pr
endorsed for catcher/processor activity. Thus, there is ndyctidined class of vessels that may
be used for sablefish catcher/processor fislfgggthere is for vessels that may be used to catch
and process other groundfish specied)hile an FFP catcher/processor endorsement would be

 Compare sablefish to halibut: although halibut are also managed under an IFQ program, (1) halibut are not an FMP groundfish
species; (2) halibut may not be processed at sea.

" An LLP license is necessary to conduct directed fishing for license limitation groundfish. 50 CFR 679.4(k)(1)(i). Sablefish
managed under the IFQ Program is not a license limitation groundfish. 50 CFR 679.2.
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required to for catching and processing sablefish, these are freely available and the presence of
one on a vessel does not conasynuch information as an LLP about the vessels capabilities.

1 The NMFS Catch Accounting System does not provide informatiah rttakes it possible to
associate the retained sablefish caught by a vessel with the type of quota share used to authorize
the catch. AAO0O quota share may be used to cat
vessel, but it may also be usedctdch fish which are delivered in an unprocessed form.

1 NMFS RAM record are designedtodent i fy the tot al fishabl e sa
guota share holder in a year, and the total unfishedd quot a shar e, but (
information on wiether the quota share that was fished was used for catcher/processor or for
catcher vessel fishing.

9 Data on vessel characteristics that is available to NMFS does not contain the detail that would
allow NMFS to determine whether or not a catcher vessetajgable of acting as a
catcher/processor.

For these reasons, it is hard to identify a distinct class of lgetis®# might take advantage of an
opportunity to operate asablefishcatcher/processemwith if they became eligible fopartial observer
coverae.

I't is possible to estimate the total proportions
process sablefish, to catch and deliver sablefish unprocessed, and that went unharvgiserd years

The NMFS Al aska RRstrigtédoAocass MaDdgéniermt €RAM) progranordsidentify

the poundage equivalent of the to@lA 0 g u o Bwailabse Haa fishingduring a yeaf, and the
poundage equi val entthabvere ndi esediinrAadyeatlMFSt Catch sAbcauntiag

System (CAS) records oiné pounds of sablefish actually caught by catcher/processors in a year can be
used to estimate the poundage equivalent of i Ao
catcher/processorago n | y us e Thapounddeaqueadenb f A AO quota share u
and deliver unprocessed sablefish can be inferred as the difference bétev@eundage equivalent of

tot al sabl ef i availabe foofishipng io & yeaasdhtteesura of thepoundage equivalents

used for catcher/processor activétiydthe poundage equivalentsat wentunused.

These estimates are shquvay sablefishmanagement arem Table 10, for 2011 through2014. Table10
shows that t he pr oppundagdakem by edtchdzrardsdors fvaries la lotfibAtween
management areas, andieabetween yearwithin individual management areagvhile the proportions

of s ab | mpoéndagdharvést@ddby catcher/processors and catcher vessels, and left unharvested, vary
across yearsn most areas these changes do not appear to be large or systematic.

However, there does appear to be a large change in the Aleutian Islands between 2013 and 2014. In 2014,
the proportion of AAO0 s har esdyamast hi,easdithe gropbrtjonleftat c her
unharvested almost double The proportion taken by catcher vessels increases somewhiatyithin

the range observed from 2011 to 2013.

8 The poundage equivalent available for fishing during a year takes account of quota share catch overages or underages from the
preceding year.
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Table 10 Overview of fAO0 uséim20FEl thsoadghl2@l4s i s h
“A" QS
Al BS CG SE WG wy
“A" QS 17,952,283 7,470,227 17,557,104 6,133,979 13,671,401 | 4,373,738
TotalQS 31,932,492 18,765,280 111,686,622 66,120,619 36,029,579 | 53,266,430
%QS t hAat i 56% 40% 16% 9% 38% 8%
2011
Fishable QS (Ibs) 1,631,354 1,087,509 1,312,743 608,289 1,099,072 315,846
C/P catch (Ibs) 731,267 75,222 687,391 232,002 544,953 188,194
CV catch (Ibs) 416,402 375,825 619,327 361,266 538,353 118,625
Unfished 483,685 636,462 6,025 15,021 15,766 9,027
% fished as C/P 45% 7% 52% 38% 50% 60%
% fished as CV 26% 35% 47% 59% 49% 38%
% unfished 30% 59% 0% 2% 1% 3%
2012
Fishable QS (Ibs) 1,653,922 878,195 1,602,981 654,336 1,200,163 362,745
C/Pcatch (Ibs) 939,548 63,862 691,424 260,823 395,735 195,202
CV catch (Ibs) 184,187 352,989 886,029 382,203 711,857 160,576
Unfished 530,187 461,344 25,528 11,310 92,571 6,967
% fished as C/P 57% 7% 43% 40% 33% 54%
%fished as CV 11% 40% 55% 58% 59% 44%
% unfished 32% 53% 2% 2% 8% 2%
2013
Fishable Q8bs) 1,680,423 606,347 1,556,773 663,399 1,208,412 326,182
C/P catch (Ibs) 817,849 35,342 620,934 219,174 386,611 204,766
CV catch (Ibs) 257,622 268,193 920,316 440,496 771,414 115,906
Unfished 604,952 302,812 15,523 3,729 50,387 5,510
% fished as C/P 49% 6% 40% 33% 32% 63%
% fished as CV 15% 44% 59% 66% 64% 36%
% unfished 36% 50% 1% 1% 4% 2%
2014
Fishable QS (Ibs) 1,439,792 510,377 1,311,305 554,887 1,022,879 275,170
C/P catch (Ibs) 296,829 42,480 528,786 187,418 259,485 151,355
CV catch (Ibs) 283,378 186,955 767,656 361,359 671,041 122,771
Unfished 859,585 280,942 14,863 6,110 92,353 1,044
% fished as C/P 21% 8% 40% 34% 25% 55%
% fished as CV 20% 37% 59% 65% 66% 45%
% unfished 60% 55% 1% 1% 9% 0%
SourcesTotal QSFishablgpounds, andinfishedpoundsfrom AKRO RAM Division; C/P catch from AKRO CAS2; CV catch estimated by
on information in this table.

There are two important pieces of information abih impact ofthis action on the vessels fishing

sabl ef i s hinTabkedl Bha fastiethatto a first approximation, the table does not suggest that

the introduction of the full observer coverage requirementhnacdipact on aggregate use of the sablefish

AAO quot a s h aAlaska mamagemere argas orin the Bering Sea. One would expect that if

fixed gear catcher/processors in these areas became eligible for partial observer coverage, there would not
be |l arge shifts of catcher vesseudpsd oofcaurcthiegshed o
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fA0O quota shares by catcher/ processors. To the
have lower operating costs, these havenlaeliressed in Secti@7.3

The second is thathere may be some impact in the Aleutian Islands managementTdredable does

not provide evidence of signifant changes in catcher vessel productioere during this period.

However, atcher/processor fishing for sablefish in this area requires more disaggregated analysis. There
are two separate, but important, groups of catcher/processors fishing sabléfish quot a shar e
Aleutian Islands.

First, there is the freezéwngline fleet that primarily targets Pacific cod. These vessels are organized in a
private fishing cooperative which runs its own individual quota program. In order to provideefor t
precision monitoring of Pacific cod catches required for effective enforcement of this program, these
vessels are required to carry 100 percent observer coverage whenever Pacific cod is open for fishing in
the Bering Sea and Aleutian Islands, of GulfAdéska fishery management areas. Observer coverage
costs on these vessels would not have been affected by the start of the observer restructuring program in
2013. These catcher/processors were more active in the sablefish fisheries in 2009 and 2lAtEran

years. Their participation gradually declined from 2014 through 2013.

Second, there is a group of freelmmgliners without LLPs endorsed to harvest Pacific cod in the
Aleutian Islands. There were five of these vessels from 2009 through 2@ith,a maximum of four
participating in 2011 and 2013. From 2011, these vessels were the dominant fixed gear catcher/processor
sablefish producers in the Aleutian Islands. In the years 2011 to 2012 they accounted for 83 percent of
the production, and ithe years 2013 to 2014 they accounted for 76 percent of the production.

The decline in production from 2013 to 2014 is entirely accounted for by this second class of freezer
longliners® The first class, those targeting Pacific cod, actually slighttyeased their sablefish
production from 2013 to 2014.

Each of the threevessed of the second clasthat participaed as a catcher/processorthe Aleutian

Islands sablefish fishery 2012 decreased its production in 2013. One vess#iis classthat did not

fish in 2012,did enter tle sablefish fisheryn 2013. Each of these four vessels decreased its production
from 2013 to 2014; two of thedeur vesselsvere actuallynot present in 2014. Of the four vessels active

in 2013, one was exemptdm full coverage under prexisting exemptions. This vessel decreased its
catch in 2013 and was not present in 2014. Because this vessel already qualified for partial coverage, the
observer restructuring full coverage requirement could not have acddientiés change in activity in

2013 and 2014. The aggregate reduction irB3#dduction that might be attributed to the full coverage
requirement is about 340,000 poundsaloout 154 metric tons.

Information discussed in this paragraph creates sombtdbat the full observer coverage requirement

was the key driver of reduced production by vessels of this class. One vessel only began
catcher/processor operations in 2013, the first year of the program. Moreover, a vessel that was exempt
from full coverage, nevertheless cut back its Aleutian Islands activity in 2013 and 2014. As noted earlier,
this fishery is unusually vulnerable to killer whatlgpredation; moreover other changes in 2014,
including the shift west in the fisheries center of gravétyd the harvest of large sablefish, makes it
unclear exactly what is driving events here. On the other hand, the increase in observer coverage costs
could plausibly have reduced the profitability of fishing in this area, and there is public testimahjsthat

was the case in at least one instance. The following discussion treats thes eh&@je through 2014ds

A tabular presentation is not included here because the small numbers of vessels, and the large number of categories under
consideration, precludes a systematic and detailed summary of the production numbers.
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due to the cost of full observer coverage in order to establish a baseline for the likely upper bound of the
impact.

The 340,000 pound estiteaof the impact of the full coverage requirement is based on static measures of
production in the period before observer restructuring took effect. However, in the two years before it
took effect, production by the second class of vessels had increaabdui 200,000 to 300,000 pounds

a year. If this production had continued to increase, the impact of the action in 2013 and 2014 might have
actually been greater by another 400,000 to 600,000 pounds.

In summary, there is little evidence in the data thatstart of the observer restructuring program in 2013
had an impact on catcher/processor sablefish fishing in the Gulf of Alaska or the Bering Sea, or on
catcher vessels targeting sablefish in the Aleutian Islands. Revised partial coverage eligibility
requirements may have little impact on these vessels. Them®risevidence that the start of the
restructuring program reduced fixed gear sablefish catcher/processor activity in the Aleutian Islands. The
program may have led to a reduction in this\tgtiof from 340,000 pounds to about 900,000 pounds, or

of between about 150 mt to about 400 mt. With a vessel limit of about 258,000 pounds (approximately
the mean of the vessel limits in 2013 and 2014), this additional production could have beely taken b
few as 2 to 4 additional vesséfs.

Theanal pesds esti mate of the i mpact of this actior
prodiction in the Aleutian Islands may increase by 150 to 400 metric tons, and that two to four vessels

may paricipate in this fishery. This is based on expressions of interest by industry at the December
Council meeting, and on the calculations described ab®he. reader who has followed this discussion

will be aware of the speculative nature of these calansati

3.7.6 Impacts on fishery-dependent data
Introduction

Fishey science andnanagement rglon fisheriesndependent data from biennial trawl surveys, and
other sources, and on fishetgpendent data suds catch size and composition and the results of
biological sampling. Fisherglependent data may be sedported or collected by independent observers.

Fisherydependent dateollected from independent observdesives its value fronts effect on thevalue

of fishery output, measuredomprehensivel\so as to include theost of ecosystem impacts (such as
habitat modification, and seabird or marine mammal takes) that may result from fighiafgnge in the
fishery information availabléo scientists and managersaylead tochangs inthe value of that output,
and tlosechangs would provide ameasureof the value of the informationThe change in the value of
that output couldccur because afhangesn pre-season decisions governifighing (including changes
in annual harvest specificationgy because ofhanges in management during the seasahe ability to
manage a fishery in real time is affected.

This change in net valuef fishery output and ecosystem resouraesild be affected by(a) decisions

about the substitution of information gathering inputs, and (b) policy decisions made by the Council and
Secretary with respect to management of the relevant fisheries. As an example of (a), other information
sources, for exampleady processing reports, might be substituted to make up for information lost by
reduced observer coverage. As an example of (b), fisheries managers might manage more conservatively
with reduced data by, for example, managing a groundfish species irrasiogcifications tier.

1% Eractions rounded up since a partial vessel is actually an additional vessel.
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While some research has bedone to quantitatively value fisheriegslependent scientific observer

information, measuring its cost in terms of forgone information from alternative sources, and its value in
terms of constraints onshing activity, ~ similar researcthasnot beenconducted in the Gulf of Alaska

or Bering Seaand Aleutian Islanddisheries.

will evaluatethe qualitative and quantitativephysical changes in information collection as they may

101

affect the direction of fishery value.

It is impracticalith our current knowledgéo make
guantitativeestimate of the impact of this action on the value of informatiofherefore, tis analysis

Based on the discussion in k& sections (especially Sectio3s/.2 3.7.3 3.7.4 and3.7.9, the action

alternative may affect retained groundfish catch informatiomhreemain ways: (1) a change in the
percentage of the groundfish fishing days monitored by observers on vessels currently operating as
catcher/processors; (2)na i
catcher/processors, dbe observer cost of catcher/processor activity is reduced; (3) podsbéd
impacts on partial observer coverage budgfes mayreducerevenueavailablefor coverage by vessels
currently operating with partial coverage.

ncrease i n

t he

proportion

of

sab

Table11l summarizes estimates of the volume of groundfish harvested by the eight catcher/processors that
operated between 2009 and 2014 and that would be eligible for partial coverage under the thresholds.

Much of the information is confidential, particularly ftine lower thresholds, because of the small
numbers of catcher/processors that would qualify for partial coverage. The largest volume of production

was associated with the high maximum weekly (4B) and high annual (5B) thresholds in 2012.

Table 11

Volumes of FMP groundfish production by active catcher/processors that would have newly
qualified for partial observer coverage in each year from 2011 through 2014 under each of the
ten potential thresholds.

Cell shows theolume of harvesby active fishing catcher/processaitsat would have qualified for partial coverage under the threshold fi

that row. Catchin metric tons

Alternative and Option 2011 2012 2013 2014 2015 2016
Average daily1A) C 915 383 C na na
Average weekly2A) C 915 383 C na na
Low Maximumdaily (3A) C 915 383 0 na na
Maximum weekly(4A) C 915 C 0 na na
Annual(5A) C 915 C C na na
Average daily1B) 592 1,220 383 C na na
Average weekly2B) 592 1,220 383 C na na
High | Maximumdaily(3B) C 1,220 383 C na na
Maximum weekly(4B) C 3,094 383 C na na
Annual(5B) 2,721 3,093 4,637 C na na

Source: AKRO CAS2 data and AKRO calculations.

The eightcatcher/processaessels directly regulated by this action accounted for about 3 percent of non

trawl catcher/processor production during the six years from 2009 through 2Uhése vessels
accounted foabouttwo-tenths of a percent of aggregate BSAI and GOA groundfish produgcter the
high annual threshold in 2013, the year and option that wasiassbwith the largest catch leveRAs

discussed in that section, most of this production comes from the Pacific cod fishery, over half is taken

with pots, less than half with ho@aodline gear, and a very small proportion is taken with jig gear.

It is possible that some catcher/processors, that would otherwise have operated at levels in excess of the
thresholds, might change their operations to stay within the thresholds, and save money on observer

101

See Bisack and Magnusson (2014). The analysis in Bisack and Magnusson is discussed in Section 3.4 on methodology.
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coverage.Table12 summarizes information about vessalsrently operating as catcher/processors with

full coverage The table reproduces information from elsewhere on the numbers of vessels under the
upper thresholdsnd their production. In addition, it provides information on the numbers of vessels and
producti on

wti it rhé snh al didp sequal

to

125

percent

Table 12 Volume of production by catcher/processors under full coverage and number of these
catcher/processors with production, under the higher thresholds, and within +25 percent of the
upper threshold, 2011 through 2014.

Year Higher threshold Higher threshold plus 25 percent Changen vessel

Metric tons Vessel count Metric tons Vessel count count
Average daily
2011 592 3 592 3 0
2012 1,220 5 3,094 6 +1
2013 383 3 383 3 0
2014 C C C C +1
Average weekly
2011 592 3 592 3 0
2012 1,220 5 3,094 6 +1
2013 383 3 383 3 0
2014 C C C C +1
Maximum daily
2011 C C 1,127 3 +1
2012 1,220 5 3,094 6 +1
2013 383 3 383 3 0
2014 C C C C 0
Maximum weekly

2011 C C C C

2012 3,094 6 3,094 6

2013 383 3 1,664 4 +1
2014 C C C C 0

Annual

2011 2,721 5 2,721 5 0
2012 3,094 6 7,216 8 +2
2013 4,637 5 7,632 6 +1
2014 C C C C 0

Source: NMFS AKR CAS2

NMFES performed a similar review for trawler catcher/processors, but did not identify any additional

vesselyears of eligibility with an increase of 25 percent in the upper threshold.

|t i s

t o

predict

t he

mpact

t he

action

of

al

As discussed in SectioB.7.5 this impact would praibly be concentrated in the Aleutian Islands

sablefish fishery, and may be associated with increases in sablefish produadi@norder 0840,000 to

900,000 pounds (or 154 mt to 400 mt).

As shown inTable 9, the costs of partial observer coverage for catcher/processors newly eligible for
partial coverage are likely to be greater than the revenues raised for the partial coverage program from the
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new assessments dmese vessels. The table indicates that thdiswtl impact on the partial coverage
program could be to reduce revenues available for coverage on vessels already eligible for partial
coverage on therder 0f$69,000 to £16,000.

At an estimated partial coverage cost of $1,024 per observer day, this would have translated into a
reduction in observer coverage of frédays to 211 days in 2013. NMFS purchased 3,538 observer
days in 2013, so if the change in revenues had affected observer days in 2013, this would have
corresponded to a reduction of from 2.0 percent to 6.0 percent in the number of observer days that year.

In 2013 because of uncertainties associated with the first year of the program, NMFS was conservative in
its purchase of observer days, in order not to exceed the available funding from Fedengb $tends

and partial coverage assessment revenues (NMFS R014b 2014, NMFS projected observer day
purchases of 18 days. This may represent a more typical level of partial coverage observer day
purchases. If this is the case, it may be more reasonable to project an impact on available observer days
for pre-existing partial coverage vessels of 1.5 percentfgdrcent.

Given the significant uncertainties associated with the cost and revenue projantienlying Table 9,

and NMFS6s incomplete progress along the Al earni
percentages can only be considered broadly indicative of a general level of impact. These percentages do
not take into account the possibility of incsed sablefish fishing in the Aleutian Islands. Similar
calculations cannot be readily performed for this possible fishing impact.

The following subsections discuss possible impacfisthese changeen data collected on retained
groundfish catch, on diacded groundfish catch, on PSC, and on other ecosystem eleinehidirig
habitat, seabirds, and marine mammals).

This section is not an environmental analysis of this act@ma is not meant to address the issues
addressed in &lational EnvironmentaPolicy Act (NEPA) analysis Based on information to date,
NMFS has concluded that this actjdiit goes forward, would be subject to a Categorical Exclusion from
further NEPA analysis because this action would apeamendment to a previously analyzed a
approved action and this action has no effect on the human environment beyond what was analyzed in
prior actions®® This RIR is an economic analysis of the tradeoffs involved in the decision to modify the
rules governing eligibility for partial observepverage of catcher/processors. While reduced observer
coverage willreduce the costs afbservercoverage as discussed earlier, it may alseatesome costs

with respect to changes in the quality of the data available for fishery management. Tse jodirhis
discussion is to identify and describe thesststo the extent possible.

Impact onestimates ofetained groundfish catch

Data on retained groundfish catch from éightgroundfish catcher/processors, which currently carry full
observer coverage and which may be impacted by this actibasésl on reports made by obseryvarsl

is reported as round weight. With a changeddial coverage, NMFS would nonger use thebserver

data for estimating retained catch, on either observed or unobservedetgsse of the difficulties in
knowing when observer data was available, and when to use industry reported data. Use of a single
source eliminates the potential for duption, or for missing dataData onall trips would be collected

from the eLandingatseadaily production reports.Processed products by species from eLanditigea

192 Note that the 211 days is based on a 35 percent trip coverage rate. This is a coverage rate about 10 percent higher than has

been used in an annual deployment plan to date.

103 NMFS stated this as a preliminary conclusion on page 11 2 of its Small Catcher/Processor Discussion Paper (December 2014).
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production reportsvould beconverted to round weight by NMFS using published prodeeovery rates
(PRRs).

Retained catch estimates based atadrom elLandingstsea production datare not as desirablas

estimates based on observer monitgriagthey areself-reportedindustry data, and may be subject to
manipulation. They are bsed on case counts, and not usually weighédoreover, @ta on the
characteristics of the fish in the catch, such as length, weight, sex, ansl ageavailable through
eLandingsatsea production repott@and estimatesvould be based on fewabserversamples(those

collected on trips selected under partial coveragéhese data may be subject to unintentional and
intentional reporting errors, transcription errors, scale, and other measurement errors. Since the variance
and bias associated with indysteports of harvest and-ata discard is not known or accounted for in

the estimation process, industry reports of landed catch are assumed to be true, known values. (Cahalan et
al., 2014)

Data on the characteristics of the fish that are harvestete(thth, weight, sex, and age data mentioned
above) will be obtained from the trips selected for coverage, and by extrapolations to similar trips by
similar fishing operations. In the absence of full coverage, the observed catches will be a smaller
proporton of the whole, and more dependence will be placed on extrapolation. Assuming fishermen did
not change their behavior in response to the new incentive structures created by partial coverage, this
should not lead to bias in the estimates of these cleaisitts, but should reduce the precision of the
estimates. However, fishermen may change the nature of their trips depending on whether or not an
observer will be present. There is a natural incentive to take shorter trips, or to take trips which are
expected to have specific characteristics (perhaps to minimize the presence of PSC species). This
behavior can introduce bias into retained catch estimates, but the direction of poterdfk Wifcult

to predict in advance.

The impact of the actioan catcher/processor harvests of sablefish were discussed in Settand at

the start of this section. Impacts are expected to be concentrated in the Aleutian Islands, where sablefish
catches could increase By amount on the order 880 mt to 400 mt. Fewimpacts are expected in other

sablefish management areathe increase in catcher/processor production in the Aleutian Islands may
occur because of a shift from catcher vessel use
theseshares, e c ause of i ncreased harvest of unused sabl

The shift to partial coverage by existing catcher/processor operations would reduce the available
information about the catches of these vessels. A shift from catcher vessel production to
catcher/processor production would not entail a change in the level of observer coverage or in the
available informatioras both categories would be under partial coverada increase in production
because of the wuse of ftashanewolldprovde informationomtbelsodks s h A
that had not been available befor€here seems little likelihood that this change in observer coverage
would change the tier used to manage the sablefish reso®@oe reason is that while the Aleutian
Islands and Bering Sea have different catch limits, the underlying sablefish population model is a joint
Aleutian IslandsBering Sea model.In general, managers feel more comfortable in extrapolating from
observed to unobserved operations in a quota shanaged fishery because of similarities in fish sizes
targeted by the operationsveryone is going after the big fish.

Section3.7.3 provided estimates of the potential loss of partial coverage observer days because of the
fiscal impacts of the proposed action. It appears that the assessment revenues raised from
catcher/pocessors newly eligible for partial coveragmy be less than the costs of supplying partial
coverage observers to these vessels. This will reduce the revenues available for placing observers on
vessels already eligible for partial coverage. The estsnathile subject to many caveats and a large
margin of error, suggest that the action would reduce the funds available from 1 percent to 4 percent of
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the observers on these vessels. This fiscal impact would adversely affect the available data on retained
harvests. Estimates from observer coverage would not be biased by this change, but there would be a loss
of precision.

Section3.7.3 explained that most of thiearvest by catcher/processors that would become eligible for
partial coverage under this action alternative came from Pacific cod target fisheries. As discussed, the
Aleutian Islands sablefish fishery could also be impacted. The impacts of the figmalaaetlikely to be

more generally spread out over other groundfish fisheries

While production reports include information on the management area within which fish were caught, this
spatial data does not have the fine scale resolution that would bebse/éiom observer reportsThis
deficiency could be offset to some extentdtcher/processors fishing with partial observer coverage be
required to carry a transmitting VMS unit. This issue is discussed further in S&atibh

Impact onestimates ofliscardedgroundfish

Under full coverage, estimates of discarded groundfish are made by the observer and are recorded as
round weight. Estimates for unobserved hauls of gear are extrapolated from observed hauls.

On the three catcher/processors that are currently subjpatttal observer coverage, groundfish discard
estimates are based on gglported datérom the vessel operator. This is likely to change in the future to
an approach thasiconsistent with the methods currently used on partially observed catchels.vesse
Under the new approach averagesed discard rates will be extrapolated to unobserved vessel activity
from vessels that have observers fishing with the same gear, in the same area, during a six week period.

The significance of atea discard estimeg varies with the type of vessel. Pot gear operations have
relatively low incidental catch and discard ratésook-andline fisheries tend to have high amounts of
incidental catch of notarget groundfish species that are primarily discarded. Som#arget species
by-catch ha more management scrutiny due to low quotas and a relatively high risk of exceeding ABC
(for example, sharks, skates, and rockfish). With high amountssefaatliscard, observer estimates of
discards are important for quota ragement.Jig operations are believed to have low discard ratgs

there is very limited information on this sectoks discussed in Sectidh7.3pot operatios account for

more than half of the groundfish catch for these vessels, whiledrbline vessels account for less than
half.

An expansion of the sablefish fishery in the Aleutian Islawidkcreate a new source of groundfish
discards in that areaSlortraker, blackspotted/rougheye, and other rockfish (which includes thorneyhead
rockfish) are incidentally harvested in sablefish longline fisheries as well as other fisheries. The catch of
these species has approached or exceeded the ABC in pastAlaosigh much of this harvest is taken

by trawl fishing operations, an expansion of the sablefish fishery in the Aleutian Islands will contribute to
these overages.In addition, this action, by reducingpverageon vessels already subject to partial
coveaage through the fiscal mechanism, will reduce the proportion of observed to unobserved groundfish
trips, and will increase the extent to whichsat discard estimates will have to be extrapolated from
observed trips.

Impact onestimates oPSG prohibited groundfishand norgroundfish speciediscards

Prohibited species catch (PS@gludescatchesof salmon, herring, halibut (other than halibut taken as

IFQ or CDQ halibut), and crab.Fishermen are expected to operate so as mirmze catches ofhese
speciesand with the exception of salmon catch legally donated to a food donation pragf@8C are

taken, theymust be discarded. PSC discards of salmon and crab are measured in numbers of animals, and
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PSC discards dfialibutand herringare meaured by their weight. Retention of groundfish species may

also be prohibited when a species quota has been harvested, and additional catch of that species cannot be
retained. A thi r-RSCamahomg omruyn dd fi sa tc@ah ecrhfos m ehcei reesadf)t el
also be discarded. This category includes harvest of forage fish, invertebrates, and egjineumdiish

species that are not retained. (Cahalan et al., 2014, gj& 25

Estimates of PSQrohibited groundfishand other speciafiscads are based entirely olata gatherety

observerss The term Afull coverageod means an observer i
does not mean that all hauls of gear on a trip are monitored and sampled by an observer. On both vessels
with full, and with partial coverageNMFS must extrapolate from observed to unobserved hauls.
Extrapolations are also made from observed trips to unobserveditrifee same, or anotheressel
Extrapolations are made on the basis of similarities tweuls (on a given trip) and between trips.
Between trip extrapolations depend on similarities in the vessel type and gear, the area fished, the time
period fished, and the target species. Sampling methods are discussed in detail in the North Pacific
Observer Program Observer Sampling Manuals (NMFS, 2013); extrapolation methods are discussed in
Cahalan et al (2014).

PSC catch and discards can have importasgeason management implications, and this can create
incentives for fishermen to manipulate reports of PSC discards so as to minimize their estimated size.
Halibut PSC is particularly important. Regulations RC679.21) and annual specifications create gear,
vessel category, target species, area, and seasonal allocations for halibut PSC. Once a fishery reaches its
limit of halibut PSC, the fishery will be closed and no further fishing for the target speclelsewil
permitted. Fisheries are routinely closed because they have reached their halibut PSC limit.

Table13 summarizes information on the shares of key fixed gaahedprocessor PSC species catches
taken by theeight catcher/processorthat are currently required to have full coverage, but that may
become eligible for partial coverage with this actimer the period 2010 through 20%4. The directly
regulated vesels were accounting for relatively small proportions of the Blue King Crab, halibut, and
Red King Crab fixed gear catcher/processor PSC. They accounted for significant proportions of the
Bairdi and Opilio Tanner crab, and Golden King Crab PSC.

Table 13 Share of BSAl and GOA fixed gear PSC taken by catcher/processors currently required to have
full coverage, but which may become eligible for partial coverage under this action, 2010-2014

Blue king Bairdi tanner Chinook | Golden king| Halibut Non- Opilio Red king
crab (# crab crab salmon crab (mt) chinook | Tanner Cral crab
(# crab) (# salmon) (# crab) salmon (# crab) (# crab)
(# salmon)
PSQy
directly 3,460 336,007 c 156,717 125 12 197,481 | 14,573
regulated
C/Ps
PSC by all
fixed gear 153,693 3,307,139 217 451,403 6,680 3,875 1,844,682 | 296,387
vessels
Percent by
directly 2% 10% c 35% 2% 0% 11% 5%
regulated
C/Ps
Note: shows totals for the six years 26200 14 t o protect confidenti al i nf or wesselg
is available. No herring were caught by fixed gear vessels.
Source: CAS2

104 Questions about the 2009 data are being resolved. These may be included in a later version of this RIR. As with other key

tables, these data reflect PSC associated with shoreside deliveries of unprocessed groundfish product by these vessels.
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The significance of atea discard estimates varies with the type of vessel. Pot gear operations have
relatively low PSC catch and discard rates for salmon, herring, dibdthaut they haveelatively large

crab PSC catch and discard ratékowever, there aneo current crab PSC limits for this gear. Heotd

line gear can have high PSC catch and discard rates. There are no current PSC limits for sablefish hook
andline vessels, although it is possible that a PSC limit for halibut may be created in the future. Hook
andline vessels fishing for groundfish (not fishing sablefish IFQs) are subject to halibut PSC limits.
There is no information about PSC catch and disctes for jig vessels. This gear is not subject to PSC
limits.

In general, this action is likely to have a negligible impact on PSC information due to the small numbers
of existing catcheprocessorshat may belirectly regulated, their relatively small target species catches
relative to overall fixed gear and overall all gear catches, the high proportion of pot production among the
directly regulated vessels, and the generally relatively small shares of PSC theyrateas$o be taking.

The one exception may be for golden king crakable 13 only compares production by the directly
regulated vessels with overall production by fixed gear catcher/processors. Production by fixed gear
catcher vessels may also be used in extrapolations, so the percentdgéteibh3 may overstate the
potential adverse impact. In addition, while the golden king crab percentdgbl®l3 is high the

impact of the action on management will be limited because there is no PSC limit for crab.

Impact on information about other ecosystem resources

Observer information is used to identify the impacts of fishing activity on other parts e€dsystem as
well as on fisheries. Observers collect information on seabiadine mammal, and benthic habitat
interactions with vesselnd gear. The only current substitute for information collected by an observer
on a vessel is an estimate extragpetl from activity on a similar vesseperating under similar
conditions NMFS will also lose observgrrovided information on the location of gear deployment,
reducing the ratio of observeduoobserved activity involved imakingtheseextrapolatios. In general,

this should be expected to reduce the precision with which bycatch estimates are made.

These considerations apply to estimateseadbird takes.Moreover, hformation on unique events of
importance, such as takes of shHaited albatrossjs dependent on seikporting. Longline gear
contributes disproportionately to seabird takes, and longline operations, whether they are the existing
catcher/processors discussed in SecBah3or longline gear connected with the potential expansion of

the sablefish fishery in the Aleutian Islands, as discussed in S&c#dhare an important part of the

directly regulated fleet However, pot gear was also an important element, and pot gear does not
contributed significantly to seabird take®ver the period 207 through 2013, demersal longline gear
accounted for 88 percent of seabird takes, and trawl gear accounted for another 10 percent. Pot gear did
not contribute significantly to seabird takes. (AFSC, 20T4g potential increase in sablefish activity in

the Aleutian Islands may increase the potential for seabird takes in that region.

Observer information provides an important source of information on marine mammal td&@sause

takes are not common with fixed gears, this is unlikely to be an isst@oérn. Under Section 118 of

the Marine Mammal Protection Act (50 CFR 229.2), all commercial fisheries are placed into one of three
categories, based on the frequency of incidental take (serious injuries and mortalities) relative to the
maximum of poterial biological removal (PBR) for each stock of marine mammal. The PBR is the
maximum number of animals, not including natural mortalities, that may be removed from the stock
while allowing that stock to reach or maintain its optimum sustainable populatio2015, all of the

MSA groundfish fisheries were listed as Category Il fisherié® KR 77919. Category Il is the
minimal impact category. While owners of vessels and gear in Category | and Il fisheries are required to
obtain authorization to lawfly take marine mammals, operators in Category Il fisheries are not. As
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noted in the Programmatic Groundfish EIS, longline and pot fisheries very rarely catch marine mammals
directly. (EIS, page 3-8).

The longline and pot gears directly regulatedthe action alternative come in contact with, and can
modify, bottom habitat (EIS, pages 3.8 to 2.615). Observer information is used to provide information

on species from the ocean bottom appearing in retrieved gear as bycatch, and to proviggianform
about the location of fishing. Much of the impact of fishing gear on bottom habitat is out of sight, and not
reflected in an operation's bycatch. This must be investigated with alternative tools, such as underwater
cameras and submersibles. Thditytiof observer information is also limited by the high level of
aggregation used to classify species in the bycatch. Specific coral species, for example, are all subsumed
in a "coral" category, even though there can be impoiinthistory differencesbetween species.
Information from observers about the locations where igesmtcan be as useful asformation about the
species included in the bycatch. NMFS AKRO has developed methods of inferring fishing locations from
VMS information and informa&bn from vessel logs. Use of this information as a substitute for observer
information would be facilitated by a requirement that catcher/processors enjoying a partial observer
coverage exemption be required to carry transmitting VMS units.

Summary

In summary, the net impact of these actions on the information available for fisheries management
appears to be small. In part, this is a result of the small amount of fishing activity that will be impacted
by this action. This should impact fishing for ab® percent of fixed gear groundfish production, or
about 0.2 percent of all groundfish productidrartly this reflects NMFS ability to substitute other inputs

for the lost inputs. NMFS can substitute extrapolation from other operations for theimolfctiata

from existing operations, and NMFS can substitute VMS based location information for information
collected from observers. In part this reflects the possibility that increased sablefish fishing in the
Aleutian Islands will generate new infortitn on this stock, not previously available. Finally, this
reflects the limited impacts that fixed gear has on certain types of ecosystem elements: pot gear and jig
gear have little impact on seabirds, while fixed gear in generalnibézke marine mamals.

The ability to substitute one input for another becomes more difficult as substitution cotftin@ese

cost of this action, not discussed earlier, is that this relief for small catcher/processors uses up some of the
Al ow hangi ng tifelyeasysubstitution opporumities. é-ltare losses of observer coverage,

to address other equity concerns, will come at a higher cost in terms of the additional inputs that are
required to make up a deficit. The Council has implicitly addressedsthie by gathering information

and priority recommendations from its Observer Advisory Committee, requesting a discussion paper on
the range of proposed amendments to the Observer Restructuring Program, and by identifying its
priorities for amendments atsitFebruary, 2014, meetil§. Since the current action was given the
highest priority, the Council has implicitly indicated that this action is the most appropriate action on
which to incur this cost.

3.7.7 Impacts on crew

Crew members are typically paid a shaféhe revenuesarned on a fishing trimfter deducting certain
variable costs. If observer expenses are one of the variable costs deducted from the proceeds, the crew

YWTechnically, direct observer coverage, extrapolation from other ob
production of fishery-dependent information are imperfect substitutes. The marginal rate of technical substitution between them (or

the rate at which inputs may be substituted while the output level remains constant) is decreasing as one input is increasingly

substituted for another, keeping the information level constant. That is, as less and less observer coverage is used, greater and

greater extrapolation, VMS, or use of other tools, would be necessary to maintain the same level of fishery-dependent information.

This assumes that substitution is possible, and would take place; otherwise the information available would be reduced.

1% The history of this action is described in Section 1.2.
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members would share in these costs along thighvessel owner and operator, reducing the cost burden

on the owner and operator. Consequently, if observer costs were deducted from gross revenues before the
calculation of crew shares, the benefiitgshe operatiomf a reduction in the overall obsenaosts would

be shared with the crew memberdn the short run, ltese crew members could expect to receive
somewhat higher compensation with partial observer coverage than with full observer coverage. This
does not take account of potential benefitsh crew members if the vessel can be used to generate a
higher revenue stream if the cost of fishing activity has been reduced by the substitution of a revenue
assessment for an explicit daily observer charge. This discussion assumes that an assesantiat f

daily observer charge would both be treated in the same way in the share system.

In the longer run, if the market for crew is competitive, a reduction in the deduction before crew shares
are calculated may be offset by a reduction in the ptrgerchange in the share its8[f.In other words,

the compensation package may change so that crew members are receiving the same expected income
after the change as they were before the change. However, institutional changes like these take time to
takeeffect and in the interim crew members may benefit financially from shift to partial coverage.

There is little information available about crew share systems and the treatment of observer costs in the
Federal groundfish fisheries off of Alaska. Somfoimation is available for the years 1998 through

2011 for the crab fisheries off of Alaska from Economic Data Reports. These suggest that in the years
since crab rationalization, from 35 percent to 50 percent of the crab vessels paid for observeasjrand t

these years significant percentages of the vessels paying for observers charged crew for some of the costs
through the share system, and significant percentages did not. On balance, charging crew for part of the
observer costs was somewhat more wam. (Garbeiyonts, pers. comm-J®

In addition to impacts on their shares, crew may also benefit from more convenient working conditions on
trips during which observers were not present. As fiagss, more attractive working conditions may
also be offst by institutional changes in the share system.

Because of the great uncertainty about the impact on crew members, these impacts are not described
separately for the different threshold options. In general, more liberal options are likely to cresite larg
short term benefits for crew members (and would reduce the benefits that should be attributed to vessel
owners and operators in the short run). However it is impossible to project the size of these benefits, or
the length of time they would be enjoyed.

3.7.8 Impacts on observers and observer providers

If the vessels discussed in Sectiid.3shift from full coverage, the three firms currently serving the full
coverge sector would lose some business. The cost of the observer coverage provided by these firms in
2013 was about $187,000 (skable9). The total costs of all fulbbserver coverage provided by these

firms in 2013 was about $13,643,000 (NMFS 28)14 Thus, the loss in revenues would be a small part
(about 1.4 percent) of their overall business. Firms receiving the Federal contract to provide coverage
under the paidl coverage program would incur some additional business, estimated to be in the area of
$63,000 to $168,000 for catcher/processors shifting from full to partial coveradgea(de8). In general,
observer employment opportunities would drop, although the difference in employment is difficult to
determine quantitatively.

97 The reason being, that if one vessel began to stand out, competition for crew berths on the vessel would increase, and the vessel

operator would be able to take advantage of the competition to reduce the percentage shares paid. Obviously, given the limited
information in the market place, and the psychological difficulties in reducing shares for existing crew outright, a process like this
would work imperfectly and with a lag.

1% Brian Garber-Yonts, Ph.D. Research Economist, NOAA Fisheries, Alaska Fisheries Science Center. Personal communication,
February 11, 2015.
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3.7.9 Safety

Safety may be impacted by this action in several ways: (1) a change in the number af thewessel

may change work habits in ways that affect safety, thus affecting the safety of production crew; (2) an
increase the number of persons on the vessel increases the number at risk if there is a threat to the vessel;
(3) changes in vessel belavby reducing observer costs may reduce the costs of longer trips and
encourage vessels to operate further from assistance in case of emergency; (4) associated with (3), an
increase in the number of vessels in remote spots increases opportunitiesdf@agwritanassistance

for vessels that would operate in those areas even in the absence of the action; (5) changes in the time
spent by observers on vessels will change the potentsalaatvorkplace harassment or assault hazard for
observers.

Existing nmodels and empirical understanding of how regulatory actions may affect safety do not allow a
guantitative, or detailed qualitative analysiSthe issue.

Safetymay beimpacedif some vessels change operational pattdiorsexample, if more vesselsd it
economical to fish for sablefish in the Aleutian Island&s noted earlier, this possibility has been
mentioned in Council testimonyT he net i mpact of this action on sa
to the action from the limited information available. Two potential, possibly offsetting impacts appear
possible. This action is likely to reduce the number of days observess sga. Any catcher/processor
which shifts from full, to partial, coverage will carry observers on fewer days during the course of a year.
On the other hand, as discussed in Se@i@rh some vessels may spend more time fishing for sablefish

as catcher/processors in the Aleutian Islands because of this action. If the time spent fishing in the
Aleutian Islands would otherwise have been speninfisin waters less remote, or if the time spent
fishing in the Aleutians is time that would otherwise not have been spent fishing, there will be increased
activity in waters that are remote from assistance in case of trouble. All other things equaill this
reduce the safety of fishing activity for the vessel of concern. Conversely, additional vessel time in the
Aleutian Islands will increase the potential for good Samaritan assistance to vessels already fishing in the
Aleutians, increasing the safeti/tbose operations.

3.7.10 Community Impacts

Community impacts from this action are likely to be relatively limitétiey may occur if catcher vessels

were to shift operations to catcher/processor activity. This may reduce onshore processing of sablefish; it
may also become relatively more economical to deliver processed sablefish outside of Alaska, reducing
associated economic activity from those deliveries in smaller, more remote, communiségtanglit to

larger communities in Washington. Howevemy ampact is likely to be small given the small levels of
overall graundfish production by the directly regulated vessels.

3.7.11 Management and Enforcement Considerations

Effects on groundfish inseason management will be limited and any impact is hard to quBatdy.
necessary to manage the groundfish fisheries will still be collected, however the source of the data used in
the Catch Accounting System (CAS) will change, as catcher/processor production estimates will depend
more on seleported data, rather thabserver data. The data source is one factor used by inseason
managers to determine how reliable a reported value is. Self reported data is known to be less reliable or
to vary more over time. This may lead to more conservative inseason managemedmriesfigith
participation by partial coverage catcher processors.

Small C/P observer coverage, March 2015 81



C80bserver Coverage on Small CPs
April 2015

For example, asea discard rates for partial coverage catcher/processors is self reported discard
information. These fish are not weighed or calculatedestichates of volume are madsually. This is

in contrast with other sectors, which use observer dataltolate asea discards. While eéhselfreport
approachis likely to change, more catcher/processors in the partial observer coverage category will result
in greater uncertaiptand variation of asea discard ratesinseason manageare likely toaccount for

this uncertaintyvith moreconservative projections.

This actionalso createicentives for newcatcher/processor activitparticularly inthe Aleutian Islands
sablefshfishery, as discussed i8.7.5 More effort in this fishery will likely result in increased incidental
catch of species that have in past years exceeded tGe ABese species include Shortraker rockfish,
Rougheye rockfish, and Thornyhead rockfish, part of the "Other Rockfish" species assemblage.

Inseason management of PSC limits will also be impacted by this action. A catcher processor in the full
coveragecategory gets estimates of PSC specific to that vessel. A catcher processor in the patrtial
coverage fleet will not have PSC estimates specific to that vessel on every trip, only those trips that were
observed. Therefore on trips in which there is no miesePSC must be calculated éxtrapolation from

similar vessels operating in a similar fashiohhisis likely to result in estimates coming from other full
coverage CPs and potentially catcher vessels.

Inseason management uses fine scale tempatal to project management actions. It is important to
collect these data in order to estimate the intensity of the fishery. There is a correlation with high
intensity fisheries and incidental harvest of PSC and other groundfish. As a result, higtyifishesies

can be challenging to manage. For that reason, inseason managers prefer that a small catcher/processor
threshold be calculated with an average weekly measure of activity. The yearly threshold can include
vessels that only fish in a couplernonths out of the year, but at very high rates during that time. These
vessels may present inseason management challenges.

Overall, the impact of the action on inseason manageméihtbe negligiblebecause of the limited
proportion of groundfish caugbty the directly regulated vessels, the fact that many of these fisheries are
not PSC limited, and by the fact that sablefish is managed under an individual quota program

The action alternativlas a potential benefit for inseason managemémder the situs quo, the three
catcher/processors in partial coverage are not limited as to how much groundfish they can produce. To
date, these catcher/processors have not processed an amount of groundfish that is an immediate cause for
concern as is evident byhe fact that these catchamdcessorgienerally would still qualify for partial

coverage based on their actual production over six years (2009 to 2014 tBaifuturethese vessels

could significantly increase their production or branch out into rdiffefisheries. The action alternative
ensures that there is a standard in place to evaluate whether future production by these vessels means they
should be placed in full coverage.

Observer data is used to identify the location of the vessel whiletiansiting to and from fishing
locations, and while it is actively fishing. Fishidgpendent location information, that is not self
reported, is used for iseason management, scientific, and enforcement purpasdbe absence of a
requirement thathie vessel carry a transmitting VMS unit, this information is lost on trips on which an
observer is not present.

The estimated average cost to buy and install a VMS unit is about $3,500nitEheurchase costan

be reimbursed up to $3,100 the Vessl Monitoring System Reimbursement Program, a program of the
Pacific States Marine Fisheries Commission. (PSFMOAA does have a current VMS reimbursement
program that is jointly managed by NOAA and the Pacific States Marine Fisheries Commission, but that
is subject to future appropriations. This program provides for reimbursement of a maximum for $3,100
per unit and covers the cost of the VMS transmitter unit. To be eligible for reimbursement, vessel

Small C/P observer coverage, March 2015 82



C80bserver Coverage on Small CPs
April 2015

owners/operators must purchase an approved VMS unharelit installed on their vessel and activated.
Upon completion of the installation and activation, the vessel owner/operator must contact the VMS
Support Center to ensure the vessel is properly registered in the VMS system. Once this is completed,
NOAA OLE will issue the vessel a number that the vessel operator then includes on their reimbursement
application to the Pacific States Marine Fisheries Commission. This reimbursement does not cover costs
associated with tax, labor, and installation. Annuahgnaission, maintenance and repair costs of the
VMS unit are estimated to be less than $1000 a year. (Council, 2012, page 14)

A review of the eight catcher/processors directly regulated by this program, shoved #etept the

purely jig vesselsnade VMS transmissions in 2014, and thus have operating units. Since NMFS is
unable to predict the number and identities of the vessels that may begin to fish sablefish under this
action, it is unable to estimate the number of units that might need to be pstcheewever, as
discussed in Sectid® 7.5 it is likely that most additional sablefish fishing will take place in the Aleutian
Islands All federally permittedressels fishing for groundfish in the Aleutian Islands-atéa have been
required to carry a VMS since 2006 (71 FR 36694, June 28, 2006).

3.7.12 Total catcher/processor catch under partial coverage following action

A cost and benefit analysis focuses on whathianging from one alternative to another. However, the
objectives of this action include a constraint on the action: the Council motion explained that the
exemption should maintain a relatively limited exemption to the general requirement. This section
evaluates that constraint objective with respect to the total volumes of catcher/processor production that
might be subject to partial coverage if this action is implemented. These should remain small, following
adoption of an action alternative.

Tablel14 belowis similar toTable 11, buincludes production by the three catcher/processors that already
qualify for partial coverage, as well @soductionby the eight catcher/processors that niegy newly
subject to partial coverage through this action.

Table 14 Volumes of FMP groundfish production by eleven active catcher/processors that would have
qualified for partial observer coverage, in each year from 2011 through 2014 under each of the
ten potential thresholds.

Cell shows the volume of harvest by active fishing catcher/processors that would have qualified for partial coverageetthdestibld for
that row. Catch in metric tons.
Alternative and Option 2011 2012 2013 2014 2015 2016
Average daily (1A) 641 1,368 694 C na Na
Average weekly (2A) 378 1,368 694 C na Na
Low Maximumdaily (3A) 641 1368 553 C na Na
Maximum weekly (4A) 641 1,368 556 C na Na
Annual (5A) 416 1,178 556 C na Na
Average daily (1B) 1,079 1,673 694 C na Na
Average weekly (2B) 1,079 1,673 694 C na Na
High Maximumdaily (3B) 641 1,673 694 1,496 na Na
Maximum weekly (4B) 641 3,547 694 1,496 na Na
Annual (5B) 3,208 3,547 4,948 1,496 na Na
Source: AKRO CAS2 data and AKRO calculations.

The catcher/processor production by the eleven vessels directly regulated by this action accounted for
about 3 percent of namawl catcher/processor production during the six years from 2009 through 2014.
If the fixed gear catcher/processor productesiimate was increased by another 400 metric tons, a
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hypothetical figure suggested in the discussion
catcher/processor production under partial coverage would not change.

The sum of the catche@rbcessor production by these eleven vessels plus a hypothetical 400 metric tons
of sablefish catcher/processor production, accounted for abodentlts of a percent of aggregate BSAI
and GOA groundfish production during the same 2009 through 2014 period

These estimates indicate that this total groundfish catch by catcher/processors, acting as
catcher/processors under partial coverage, is a small proportion of total fixed gear catcher/processor
production, and a small proportion of aggregate groungfistiuction.

3.8 Summary of the RIR analysis

Table15 summarizes the impacts of this action, as discussed in this Rt&native 1 is the status quo

the no action alternative, and the baseline for this analysis. Thus, impact measuresviaied dor
Alternative 2, the action alternative, measured as a deviation from Alternative 1. Since Alternative 1
impacts are the inverse of Alternative 2 impacts, they are not described separately in the table. An
Alternative 1 column is provided to eimpsize the existence of the two alternatives.

Table 15 Summary of impacts of this action

Costs or Impact Alternative 1 Alternative 2
benefits

All options provide relief from high full observer costs for a class of small

Exemption for small C/P|
catcher/processors.

All options are based on ongoipgoduction. This makes it possible for new

Exemption based on vessels to obtain the exemption, and for vessels to be moved to full coverag
current C/P production their production levels increaseHowever, basing exemption on previous year
production is impracticable; basis year must be tveans back.

Objectives of The exemption appears to be limited with respect to the production by the
this action vessels potentially qualifying for partial coverage. Eight catcher/processors
processed between 2009 to 2014 may newly qualifypfatial coverage. These

Relatively limited eight vessels accounted for a small percent (about 2/10ths of a percent from

exemption thorugh 2014) of groundfish production. An additional 400 tons of sablefish
be harvested by two to four vessels that may begin processing uhdse
provisions.
Appropriate data quality| The options under consideration appear to have relatively modest net advery
and cost balance impacts on data quality.

Six C/Ps currentlyualify for partial coverage under current regulations; only
three of these have ever taken advantage of their partial coverage eligibitigy.
. three C/Ps that have taken advantage of their partial coverage exemption w(
current partial coverage . - . :
eligibility Baseline. hav_e been eligible for partiabeerage in each year from 2011 to 2016 under
Impacts are | options 1A, 4A, and 1B through 5B.From 2011 to 2013, one of these vesselg
reverse of | not have been eligible under options 2A, 3A, and 5A.

Impact on C/Ps currently those identified| The number of catchéprocessors qualifying in a year from 2011 to 2014 that
operating with full for Alternative | actually fished in that year varies for each of the ten options under considerd
coverage 2 (the action | and is never as many as eight under any option in any year. From 5 to 7 ves
alternative) | qualify in 2015 and 2016, but treimber that will fish in those years cannot be
identified at this time.

Impact on C/Ps with

Benefits

NMFS examined the vessels that would have qualified and fished in 2013, al
estimates that these operations would have saved about $200,000 in obser
costs. From a national persgae, costs would have been reduced as well, bu
by considerably less, since the cost of providing observer coverage to the
catcher/processors newly eligible for partial coverage (described as the fisca
impact in the analysis) would have fallen on theseats already eligible for partig
coverage.

Impact on CVs currently The analysis did not identify many of these that were expected to begin to
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operating with partial
coverage

Impact on vessels using
sabl efish
shares

operate as catcher/processors. In general, there would be a sédhttion in
observer coverage requirements for these vessels, as the fiscal impact of thq
action reduced assessment revenues available for their coverage.

Costs

Impact on estimates of
retained catch

The alternatives under consideration may impeche profitability of
catcher/processor sablefish operations in the Aleutian Islands for some smal
vessels. Analysts best estimate is increased harvests on the order of 150 to
metric tons by two to four vessels.

Impact on estimates of
discarded groundfish
catch

Some loss of information as fewer observer days of information are collecteq
from directly regulated vessels, and as fiscal impacts reduce the number of ¢
that observers may be deployed on vessels currently under partial coverage
Some additinal information on sablefish stocks in the Aleutian Islands is pos
if fishing activity increases there. Impacts, and impacts on discarded ground
PSC, and other ecosystem elements, are mitigated by the small proportion
FMP groundfish catcthat may be impacted by this action.

Impact onestimates of
PSC

On C/Ps with full coverage, discard estimates are made by observers; curre
partial coverage C/P discard estimates are based on vesse¢pelits. However
thisis likely to change to extrapolations from similar operations. Once this

happens, the net impact would be to reduce the precision of discard estimatg

Impact on estimates of
other ecosystem impactj

Primary impact on PSC estimates will be on estimates of crab capmbt bgssels
particularly Golden King Crab. This fishery is not subject to PSC limits, thus
economic impact is likely to be small. These C/Ps account for small percent
of other fixed gear PSC.

Other types
of impacts

Crew

Reducednformation on seabird takes from observers. Mitigated somewhat b
the large proportion of catch from pot vessels, which are believed to have sn|
seabird takes. Additional sablefish fishing in the Aleutian Islands may increg
potential for actual selaird takes. Impact on information about marine mamm
takes will be minimal, as fixed gear is responsible for few takes. Impact on
information on benthic habitat will be minimal given the limited role of obsery
data in monitoring benthic habitat impast

Observers and observe
providers

Crew are paid on a share system, and will share, along with vessel owners g
operators, in possible benefits from this action.

Safety

Observers and observer providers associated with theohderver coverage
program will lose some business; the observers and observer provider asso
with the partial coverage program will gain some business. Net impact woul
fewer observer days needed overall.

Communities

Net impact on safety at sesannot be determined. Fewer observers on vesse
means fewer souls at risk. More vessel activity in remote Aleutians can have
opposing impacts: (1) more souls in waters remote from assistance in case ¢
trouble; (2) for operations already out in Akans, greater potential for good
Samaritan assistance if more boats are out there.

Management and
enforcement

There may be some community impacts if some vessels begin to process fis|
sea instead of delivering it to shore. This might be offset by increasedtyiabil
and activity by qualifying catcher/processors if this occurs. Overall impact is
to be small given small part of the fleet impacted.

Net impact

Limited impacts on kseason management. Loss of information may result in
more @nservative approach to iseason management in certain instances, by
impact would be mitigated by small volume of production, and use of IFQ
management for sablefish, and the fact that most impacted fisheries are not
limited. Loss of some spatialtddrom observers could be compensated for wi
strengthened VMS requirements for qualifying vessels. Weekly average cat
measure may be best since it accounts for intensity of fishing activity.

The net efficiency impact of the action isdlly to be small. Minor reductions in
observer costs must be set against minor changes in the value of the data o
fisheries and their impacts. On balance, given the uncertainty associated wi
both the cost and benefit measures, this action may wresther net efficiency
benefits or costs, but neither are
primarily concerned with equitable treatment of small catcher/processors, an
with respect to this, this action appears to reduce their burdevisje
maintaining a relatively limited exception of the general requirement that all
catcher/processors remain in partial coverage.
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Table 16 summarizes information for the three catcher/processors that currently permanently qualify for
partial coverageand for the catcher/processors that may qualify under Alternative 2, on the number of
fishing years they would qualify. The basis years underlying thesdataas are the years 2009

through 2014; the fishing years are the years 2011 through 201&IlyCtmly limited fishing has taken

place thus far in 2015, and no fishing during 2016. This table does not take account catcher vessels which
may shift to catcher/processor operations if they could do so and qualify for partial coverage.

Table 16 Number of years active fixed gear catcher/processors would qualify for partial coverage under
each threshold, 2011 through 2016 (six years).

Vessel ID Lower thresholds Upper thresholds
Avg daily | Avg weeklyl Maxdaily Max Annual | Avg daily | Avg weekly Maxdaily Max Annual
weekly weekly
A 5 5 5 5 5 5 5 5 5 5
B 6 6 5 6 4 6 6 6 6 6
C 2 3 6 6 5 6 6 5 5 6
D 3 3 3 3 3 3 3 3 3 3
E 0 0 0 0 0 0 0 0 0 2
F 6 5 6 6 6 6 6 6 6 6
G 3 3 3 3 4 3 3 4 4 4
H 2 2 2 2 2 2 2 2 2 2
I 0 0 0 0 0 0 0 0 3 4
J 6 6 6 6 6 6 6 6 6 6
K 4 4 4 4 4 4 4 4 4 4
SourceNMFS AKRO CAS2 and AKRO calculations.
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4 I ni Regul atory Flexibility Anal ysi

4.1 Introduction

This Initial Regulatory Flexibility Analysis (IRFA) addresses the statutory requirements of the Regulatory
Flexibility Act (RFA) of 1980, as amended by the Small Business Regulatory Enforcement Fairness Act
of 1996 (5 U.S.C. 60612). This IRFAevaluates the potential adverse economic impacts on small
entities directly regulated by the proposed action.

The RFA, first enacted in 1980, was designed to place the burden on the government to review all
regulations to ensure that, while accomplishing their intended purposes, they do not unduly inhibit the
ability of small entities to compet@he RFA recognizes théthe size of a business, unit of government,

or nonprofit organization frequently has a bearing on its ability to comply vigtexalregulation.Major

goals of the RFA are: (1) to increase agency awareness and understanding of the impact of their
regulaions on small business, (2) to require that agencies communicate and explain their findings to the
public, and (3) to encourage agencies to use flexibility and to provide regulatory relief to small entities.

The RFA emphasizes predicting significant @be economic impacts on small entities as a group distinct

from other entities, and on the consideration of alternatives that may minimize adverse economic impacts,
while still achieving the stated objective of the actidfinen an agency publishes a prepd rule, it must

either O6certifydé that the action wil!.l not have a
of small entities, and support that <certification
or it must prepareral make available for public review an IRFA. When an agency publishes a final rule,

it must prepare a Final Regulatory Flexibility Analysisless, based on public comment, it chooses to

certify the action

In determining t he esentites ®,be consideded in anvIRFASNMES gererfally t h
includes only those entities that are directly regulated by the proposed Hdtieneffects of the rule fall
primarily on a distinct segment, or portion thereof, of the industry (e.g., user geamntype, geographic

area), that segment would be considered the universe for the purpose of this analysis.

4.2 IRFA Requirements

Until the North Pacific Fishery Management Coundlounci) makes a final decision on a preferred
alternative, a definitive ssessment of the proposed management alternatives cannot be conducted. In
order to allow the agency to make a certification decision, or to satisfy the requirements of an IRFA of the
preferred alternative, this section addresses the requirements forAanURder 5 U.S.C.section603(b)

of the RFA, each IRFA is required to contain:

A A description of the reasons why action by the agency is being considered;

A A succinct statement of the objectives of, and the legal basis for, the proposed rule;

A A descriptionof and, where feasible, an estimate of the number of small entities to which the proposed
rule will apply (including a profile of the industry divided into industry segments, if appropriate);

A A description of the projected reporting, record keeping, @hdracompliance requirements of the
proposed rule, including an estimate of the classes of small entities that will be subject to the
requirement and the type of professional skills necessary for preparation of the report or record;

A An identification, to he extent practicable, of all relevdretieralrules that may duplicate, overlap, or
conflict with the proposed rule;
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A A description of any significant alternatives to the proposed rule that accomplish the stated objectives
of the proposed action, consistemith applicable statutes, and that would minimize any significant
economicimpact of the proposed rule on small entiti€onsistent with the stated objectives of
applicable statutes, the analysis shall discuss significant alternatives, such as:

1. The establishment of differing compliance or reporting requirements or timetables that
take into account the resources available to small entities;

2. The clarification, consolidation, or simplification ofompliance and reporting
requirements under the rui@ such small entities;

3. The use of performance rather than design standards;

4. An exemption from coverage of the rule, or any part thereof, for such small entities.

In preparing an IRFA, an agency may provide either a quantifiable or numericaptiesart the effects
of a proposed action (and alternatives to the proposed action), or more general descriptive statements, if
guantification is not practicable or reliable.

4.3 Definition of a Small Entity

The RFA recognizes and defines three kinds of semdlties: (1) small businesses, (2) small 4poofit
organizations, and (3) small government jurisdictions.

Small businesseSecti on 601(3) of the RFA defines a 6smal
6small busi ness ¢ oundee $entidon 3 ofvthei Senhll Busmessd Actf ($BA)S cha | |
business®é or O0smal/l business concerné includes an
dominant in its field of operatonT he SBA has further defineme a fsm
nforganized for profit, with a place of Dbusiness |
within the United States or which makes a significant contribution to the U.S. economy through payment

of taxes or use of American products, materl s or | abor éA small busi ness
form of an individual proprietorship, partnership, limited liability company, corporation, joint venture,
association, trust or cooperative, except that where the firm is a joint venture thbeenrzamore than 49
percent participation by foreign business entitie

The SBA has established size criteria for all major industry sectors in the United States, including fish
harvesting and fish processing businessEffective Jly 22, 2013, ausiness involved irfinfish
harvestingis a small business if it is independently owned and operated amdmatant in its field of
operation (including its affiliates) and if it has combined annual gressipts not in excess oR8.5

million for all its affiliated operations worldwideA business involved ishellfishharvestingis a small
business if it is independently owned and operated and not dominant in its field of operation (including its
affiliates) and if it has combined aralugross receipts not in excess ofSillion for all its affiliated
operations worldwide A seafoodprocessoiis a small business if it is independently owned and operated,
not dominant in its field of operation, and employs 500 or fewer persore falk-time, parttime,
temporary, or other basis, at all its affiliated operations worldwAldusiness thaboth harvests and
processedish (i.e., a catcher/processor) is a small business if it meets the criteria for the applicable fish
harvesting operain (i.e., finfish or shellfish).A wholesale business servicing the fishing industry is a
small business if it employs 100 or fewer persons on difod, parttime, temporary, or other basis, at

all its affiliated operations worldwide.

The SBA hasest abl i shed Aprinciples of affiliationodo t
Ai ndependent | y omgererdl basmess coqrerns are affiiated of each other when one
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concern controls or has the power to control the other, or a thisdquantrols or has the power to control

both. The SBA considers factors such as ownership, management, previous relationships with or ties to
another concern, and contractual relationships, in determining whether affiliation krdstgluals or

firms that have identical or substantially identical business or economic interests, such as family
members, persons with common investments, or firms that are economically dependent through
contractual or other relationships, are treated as one party withréaoksts aggregated when measuring

the size of the concern in questidime SBA counts the receipts or employees of the concern whose size
is at issue and those of all its domestic and foreign affiliates, regardless of whether the affiliates are
organized or profit, i n det EHawevernbusmess dorfiterns ovned@redicantéoed si z e
by Indian Tribes, Alaska Regional or Village Corporations organized pursuant to the Alaska Native
Claims Settlement Act (43 U.S.C. 1601), Native Hawaiian Orgdioizs, or Community Development
Corporations authorized by 42 U.S.C. 9805 are not considered affiliates of such entities, or with other
concerns owned by these entities solely because of their common ownership.

Affiliation may be based on stock ownershkipen (1) a person is an affiliate of a concern if the person
owns or controls, or has the power to control 50 percent or more of its voting stock, or a block of stock
which affords control because it is large compared to other outstanding blocks ofost®kif two or

more persons each owns, controls or has the power to control less than 50 percent of the voting stock of a
concern, with minority holdings that are equal or approximately equal in size, but the aggregate of these
minority holdings is larg as compared with any other stock holding, each such person is presumed to be
an affiliate of the concern.

Affiliation may be based on common management or joint venture arrangefi@iiggion arises where

one or more officers, directors, or gengrattners, controls the board of directors and/or the management
of another concerrRarties to a joint venture also may be affilia#scontractor and subcontractor are
treated as joint venturers if the ostensible subcontractor will perform primarytahdequirements of a
contract or if the prime contractor is unusually reliant upon the ostensible subcon&klctmuirements

of the contract are considered in reviewing such relationship, including contract management, technical
responsibilities, anthe percentage of subcontracted work.

Small organizationsThe RFA defines fsmal Horpofitgeaterprigeahati i@ ns o a
independently owned and operated, and is not dominant in its field.

Small governmental jurisdiction¥he RFA defie s f s mal | governmental jurisdi
cities, counties, towns, townships, villages, school districts, or special districts with populations of fewer
than 50,000.

4.4 Reason for Considering the Proposed Action
In December 2014, the Counaiflopted the following statement of purpose and need for this action:

Under the Restructured Observer Program, all catcher/processors are in the full coverage
category unless they meet the requirements for an allowance to be placed in partial coverage.
The placement of catcher/processors in full coverage enables NMFS obtain independent
estimates of catch, at sea discards, and prohibited species catch (PSC) for catcher/processor
vessels. In recognition of the relatively high cost of full coverage foremtatcher/processors

and the limited amount of catch and bycatch by these vessels, the Council recommended two
limited allowances for placing a catcher/processor in partial coverage. Both of these allowances
were based on vessel activity between 20032808.
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Since implementation of the Restructured Observer Program, owners and operators of some
catcher/processors have requested that the Council and NMFS revise these allowances to include
vessels that began processing after 2009. First, the allowfang@acing a catcher/processor in

partial coverage should, at a minimum, be based on a measurement of ongoing production that
shows that the catcher/processor processes a small amount of groundfish relative to the rest of
the catcher/processor fleet. ®ad, the current regulations do not provide a way to move a
catcher/processor placed in partial coverage into full coverage if production increases to a level
deemed appropriate for full coverage.

This action would maintain a relatively limited exceptito the general requirement that all
catcher/processors are in the full coverage category, provide an appropriate balance between
data quality and the cost of observer coverage; and establish a basis for placing
catcher/processors into partial coveragdeat is not unduly difficult to apply and to enforce.

4.5 Objectives of Proposed Action and its Legal Basis

As explained by the Council in the last paragraph of its statement of purpose and need, the objectives of
this action are to: (1)maintain a relativgl limited exception to the general requirement that all
catcher/processors are in the full coverage cated@yprovide an appropriate balance between data
guality and the cost of observer coveragad (3)establish a basis for placing catcher/procesgutio

partial coverage that is not unduly difficult to apply and to enforce

Under the authority of the Magnus&bevenskishery Conservation and Manageméwt (Magnusonr

Stevens Act)the Secretary of Commerce (NMFS Alaska Regional Office) antdindn Pacific Fishery
Management Council have the responsibility to prepare fishery management plans and associated
regulations for the marine resources found to require conservation and manadsvtiestis charged

with carrying out theFederalmandates othe Department of Commerce with regard to marine fish,
including the publication ofederalregulations. The Alaska Regional Office of NMFS, and Alaska
Fisheries Science Center, research, draft, and support the management actions recommended by the
Councl. The Gulf of Alaska GOA) andBering Sea and Aleutian Islands (BSAbPoundfish fisherieare

managed under threrespective groundfisidherymanagemenplans.The proposed action represeats
amendmento Federalregulations adopted pursuant to these fishery management plans.

4.6 Number and Description of Directly Regulated Small Entities

This sectionwill provide estimates of the number fifims directly regulated by this actiothat are
considered small entitiesThis section will be completed for the public review draft of the RIR/IRFA
once the Council selects a preliminary preferred alternative. Pending that decision, the RIR provides
vessel counts and describes the characteristics of firms that would beeefwyibpartial observer
coverage, and thus directly regulated by this action, for the different alternatives under consideration.

NMFS estimates that about small 15 entities may be directly regulated by this action. These include three
catcher/processotbat already qualify for partial coverage under the status quo; eight vessels currently
acting as catcher/processors that may qualify for partial coverage in some years under the action
alternative; an estimated four vessels that may begin to operatécherfm@ocessors in the Aleutian
Islands sablefish fishery under the action alternative. Any account of directly regulated vessels must be
an estimate, since this action may cause some vesdedgjito to operate as catcher/processors. NMFS
does not betive that this will be a large number.
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4.7 Recordkeeping and Reporting Requirements

Vessel owners or operators desiring to take advantage of eligibility for partial coverage in a year will have
to submit a simple form expressing that interest by a date irsumoner, since a count of the number of
catcher/processors qualifying for partial coverage will be one of the pieces of information needed for
preparation of the annual observer deployment plan. This will be a simple form, depending on
information that wil be available to the owner or operator on the eLandings web site. The type of effort
required to complete this form will be similar to that for completing other types of agency applications.
Given the simplicity of the form, and the accessibility of da¢a needed to complete it, NMFS estimates
that it will take no more than an hour to complete. For Paperwork Reduction Act estimation purposes,
NMFS values this type of effort at $37/hour. Thus the total public time require to complete 15 forms a
year this is likely to be a high estimate of the number of applicants), would be about $600.

4.8 Federal Rules that may Duplicate, Overlap, or Conflict with Proposed
Action

No relevantFederalrules have been identified that would duplicate or overlap with thieoped action
Some currenfrederalregulations would need modification to implement fitreposed actionThese
regulatory changes adescribed in detail iChapter2.

4.9 Description of Significant Alternatives to the Proposed Action that
Minimize Economic Impacts on Small Entities

An IRFA also requires a description of any significant alternatives to the proposed action(s) that
accomplish the stated objectives, amnsistent with applicable statutes, and that would minimize any
significant economic impact of the proposed rule on small entifidse action alternative is meant to
reduce relative burdens on directly regulated smaller catcher/processors, and imefcsod in
comparison with the status quo.
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5 FMP AMENDMENT

Section 3.2.4.1 of th& OA FMP authorizes and describes the Observer Program as follows:

At the core of the North Pacific monitoring system is a comprehensive, irtlusdgd,
onboard andonshore observer program, coupled with requirements for total weight
measurement of most fish harvested. All vessels fishing for groundfish with a federal
fishing permit in federal waters or in a State of Alaska parallel fishery, and all vessels
fishing halibut and sablefish IFQ in federal or state waters, are included in the observer
program and may be required to carry one or more observers for at least a portion of
their fishing time.

Vessels and processors that have <100% observer coverage requserestbject to

an exvessel value based fee not to exceed 2%, as implemented and revised through
regulations, and are required to carry an observer as determined by NMFS, according to
an annual sampling and deployment plan. Vessels and processorsihat had 1 0 0 %
observer coverage requirements obtain observer coverage by contracting directly with
observer providers, to meet coverage requirements in regulation.

Generally, catcher vessels and shoreside processors, when not participating in a catch

share ppgram with a transferrable PSC limit, comprise the <100% coverage category.

Catcher processors and motherships,and catcher vessels when participating in a catch

share program with a transferrable PSC | imit, ge
categorywi t h potential excepti onsasfdegaledlhome <606 catc
regulation. Used in conjunction with reporting and weighing requirements, the

information collected by observers provides the foundation for inseason management and

for tracking speies-specific catch and bycatch amouritalics and emphasis addedf

If the Council takes final action to revise the basis for placing catcher/processors in partial
coverage, the phrase fiwith potentialledexceptions f
in regulationo s lsameekceptidngasdetdiled mtpegedjulatios. & wi t h

Section 3.2.4.1 of the BSAI FMP has identical wording to Section 3.2.4.1 of the"6OA.

However, the Council in this action does not need to change Section 3.2.4.1 of the BSAI

FMP becauseas part of Amendment 109 to the BSAI FMP, the Council approved that

change to Section 3.2.4.1 of the BSAIFMPa me|l v removing t hle phrase, Awi
exceptions for some <606 catcher processor, as de
some exceptions, as "etailed in the regulations. o

%% G0A FMP (Jan. 2014), http://www.npfmc.org/wp-content/PDFdocuments/fmp/GOA/GOAfmp.pdf

110 BSA| FMP (April. 2014), http://www.npfmc.org/wp-content/PDFdocuments/fmp/BSAI/BSAlfmp.pdf

11 Amendment 109 for the BSAI FMP is a package of amendments to create opportunity for a small vessel hook-and-line pcod CDQ
fishery to emerge before, during and after the halibut CDQ fishery. The Council approved in February 2015 as Agenda ltem C1..
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Appendi x A: Counci |l Motion to ini
the all owances for placing small ¢
parti al coverage category (Decembe

Agenda G9
December 2014

Initiate analysis for revising the allowances for placing small catcher/processors in the partial
coverage category.

Purpose and Need Statement

Under the Restructured Observer Program, all catcher/processors are in the full coverage category
unless they meet the requirements for an allowance to be placed in partial coverage. The
placement of catcher/processors in full coverage enables NMFS obtaiependent estimates of

catch, at sea discards, and prohibited species catch (PSC) for catcher/processor vessels. In
recognition of the relatively high cost of full coverage for smaller catcher/processors and the

limited amount of catch and bycatch biigse vessels, the Council recommended two limited
allowances for placing a catcher/processor in partial coverage. Both of these allowances were
based on vessel activity between 2003 and 2009.

Since implementation of the Restructured Observer Programners and operators of some
catcher/processors have requested that the Council and NMFS revise these allowances to include
vessels that began processing after 2009. First, the allowance for placing a catcher/processor in
partial coferage should, as a mimium, be based on a measurement of ongoing production that
shows that the catcher/processor processes a small amount of groundfish relative to the rest of the
catcher/processor fleet. Second, the current regulations do not provide a way to move a
catcher/pocessor placed in partial coverage into full coverage if production increases to a level
deemed appropriate for full coverage.

This action would maintain a relatively limited exception to the general requirement that all
catcher/processors are in tHall coverage category; provide an appropriate balance between data
guality and the cost of observer coverage; and establish a basis for placing catcher/processors into
partial coverage that is not unduly difficult to apply and enforce.

Alternatives
Alternative 1, No Action; maintain existing exemptions.
Alternative 2, Revise the allowances for NMFS to place small catcher/processors into partial coverage.

Under this alternative, the basic criterion for placing a catcher/processor in partiabcevera s t he v e s s
production in the prior year or most recent year of production.
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Option Measure Threshold based on Threshold basgd on
th ; kernel density
10™ percentile distributi
approach istribution
approach
Pounds (metric tons)

1. Average daily production 11,000 (5.0) 15,500 (7.0)

2. Average weekly production 42,000 (19.1) 79,000 (35.8)

3. Maximum daily production 26,000 (11.8) 44,000 (20.0)

4, Maximum weekly production 94,000 (42.6) 197,000 (89.4)

5. Annual production 677,000 (307.1) 2,665,000 (1,208.8)
Sources: Percentile based thresholds summarized from Table 4 in Appendix B of
Discussion Paper (Nov. 28, 2014); kernel density based thresholds derived from

Table 5in Appendix B. Tonnage estimates based on rounded pound values
reported in table.

Under this alternative, i f a catcher/ processor i
vessel 6s participati on i ouldaeinelagiblefor pastibl absesverpr o gr a m,
coverage under this action.

Notes to Analysts

The Analysis will evaluate whether the basic production criterion for placing a catcher/processor in partial
coverage should be modified based on any of the following factors:

Whether a catcher/processor is a hybrid vessel, that is, a catcher/propesates as a catcher vessel for

part of the year and a catcher/processor for part of the year;

Whether the owner of a catcher/processor chooses partial coverage;

Whether a catcher/processor uses patrticular gear;

Whether a catcher/processor operatesfishery with a PSC limit;

Whether a catcher/processor is just starting or is resuming processing and therefore its production in the
prior year was zero.
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Appendi CuBrent r elpdll aotwiammceve f or s

50 CFR 679.51(a)(255roundfish and halibut fishery full observer coverage category
(i) Vessel classes in the full coverage categdilye following classes of vessels are in the full
observer coverage category when harvesting halibut or when harvesting, receiginogessing
groundfish in a federally managed or parallel groundfish fishery, as defined at § 679.2;
(A) Catcher/processors;
(B) Motherships; and
(C) Catcher vessels while:
(2) Directed fishing for pollock in the BS;
(2) Using trawl gear ohook-andline gear while groundfish fishing (see § 679.2) or
(3) Participating in the Rockfish Program.
(i) Observer coverage requirementdnless subject to the partial observer coverage category per
paragraphs (a)(1)(i) of this section, a vesseatdish paragraphs (a)(2)(i)(A) through (C) of this section
must have at least one observer aboard the vessel at all times. Some fisheries require additional observer
coverage in accordance with paragraph (a)(2)(vi) of this section.
(iif) Observer workloadThe time required for an observer to complete sampling, data recording,
and data communication duties per paragraph (a)(2) of this section may not exceed 12 consecutive hours
in each 24hour period.

(iv) Catcher/processor classification.

(A) For purposes of this subpart, a vessel is classified as a catcher/processor according to the
operation designation on its FFP. A vessel designated as a catcher/processor at any time during the
calendar year is classified as a catcher/processor for the remaindertbe calendar year.

(B) An owner or operator of a catcher/processor that processes no more than one metric ton
round weight of groundfish on any day, may be included in the partial observer coverage category
in lieu of the full coverage category for the fhowing calendar year.

(v) Onetime election of observer coverage categdrige owner of a vessel less than 60 ft. LOA
with a history of catcher/processor and catcher vessel activity in a single year from January 1, 2003,
through January 1, 2010; or anycatcher/processor with an average daily groundfish production of
less than 5,000 pounds round weight equivalent in the most recent full calendar year of operation
from January 1, 2003, to January 1, 2010, may make a ottine election as to whether the vess
will be in the partial observer coverage category at paragraph (a)(1) of this section, or the full
observer coverage category at paragraph (a)(2) of this section. The daily groundfish production
average is based on the number of days the vessel operagedh year from January 1, 2003,
through January 1, 2010.

(A) Notification of election.The person named on the FFP for a vessel eligible for the ctime
election must notify the Regional Administrator, NMFS, P.O. Box 21668, Juneau, AK 99802, of
their election in writing, at least 30 days prior to embarking on his or her first fishing trip.

(B) Default coverage categoryt an owner forgoes the opportunity for the onetime election,
the vessel will be assigned to the partial or full observer coverage categ per paragraphs (a)(1)(i)
or (a)(2)(i) of this section.

(C) Effective duration.The onetime election is effectivdor:

(1) The duration that both the catcher/processor and catcher vessel designations are listed on
the FFP for vessels less than 60 ft.QA; or

(2) The duration the FFP is issued to the person named on the FFP at the time of the election
for catcher/processors with an average daily production of less than 5,000 pounds round weight
equivalert in the most recent full calendar year of operatia from January 1, 2003, through
January 1, 2010Jemphasis added]
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Apper@i Rationale for proposed thr e

This appendix explains the basis for the recommendations in the discussion paper for the thresholds
proposed for analysis in Alternative 2. eTtappendix describes two approaches used to identify
production thresholds for each of the five production measures proposed: average daily production,
average weekly production, maximum daily production, maximum weekly production, and annual
production.

The first approachi described here as the percentile apprdaqgtroposes thresholds based on th& 10
percentile of vessel year production during the years 2009 through 2014. The second &jpproach
described here as the kernel density apprdashbased on the shape of the distribution of all-tmawl

vessel year production levels during that same period. The first approach provides a set of lower
thresholds, while the second provides a set of higher thresholds.

Data used in this analysis

This analysis uses a data set with individual observations for each catcher/processor in each year from
2009 througiNovember 82014. Since each observation is a vessel year observation, a vessel that fished
in each year from 2009 through 2014 would bsagiated with six observations; a vessel that only fished

in one year, perhaps 2011, would be associated with one observation.

The analysis is based on estimates of the round weight equivalent of reported processed groundfish
production. Groundish haested and delivered without processing (that is, delivered by the vessel acting
as a catcher vessel) are not included in the'¢ata.

Eachvessel yeapbservation includes datmn theaverage daily production, average weekly production,
maximum daily production, maximum weekly production, and annual productiohotal annual
production is an estimated round weight of processed fish, created by summing the volumes of all
processed groundfish products reported to NMFS on daily production reports afign@standard

product recovery rates. Average daily production is this annual round weight estimate for a
catcher/processor, divided by the number of separate days on which production occurred, as determined
from the daily product reports; average wegegtoduction is this annual round weight estimate for a
catcher/processor, divided by the number of separate weeks during which production occurred, as
determined from the daily product reports. Maximum daily production is the round weight equivalent of
the product production on the day during the year in which the catcher/processor processed the most
product, and the maximum weekly production is the round weight equivalent of the production during the
week during the year in which the catcher/processmgased the most product.

Weights are generally reported in pounds of the estimated round weight equivalent of processed
production. Weights have been reported in pounds rather than metric tons, on the assumption that
thresholds will be expressed in paisi™® Average daily and weekly production are for the days and
weeks actually fished. Processed production estimates are derived from weekly processors' reports.

Data on individual vessel year production is confidential, since it would provide irfforman an
individual vessel, which may be identifiable from the data. NMFS practice is to not report information on
vessel activity or production, for fewer than three vessels.

12 This is consistent with the way existing thresholds under the status quo are calculated. The current action affects the vessels

insofar as they operate as catcher/processors, therefore the thresholds are based on their activity as catcher/processors.
W Theweightb ased measure in the Councilés final motion on Amendments 86/
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The data set begins in 2009 because that is the first year with daily fiwodeeports, permitting
calculation of average daily production. Data for 2014 covers the period through November 8. This is
the most recent data available at the time the analysis was prepared. The period through November 8
should cover almost all thproduction for the smaller IFQ catcher/processors that are an important
concern in this analysis. The data set will be updated through the end of 2014 for the preparation of an
initial draft analysis for Council review.

Methodologyfor analyzing data

Histograms are a common way to characterize distributions of a variable. In the current instance, a
histogram can be used to show the numbers of vessel years falling within different production categories
(such as 0 to 5,000 pounds, 5,001 to 10,000 poeteiy:*

Figure2dat a shows two histograms created using the s
case, and 20 Abinsd i tawaskreated espeoiallydfor this @xeérdise, arel xiGesnp | e
not include any confidential fisheries data. To avoid confusion with actual fisheries data, the variable in
this instance i s 'S iThepekamnpledhismgrams shewd thearspaction dheabis
presentation of the data, and of the conclusions that might be derived, of different specifications (in this
case, the number of separate bins for the data) for the histogram.
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Figure 2 Sampl e histograms ofdoobasleremanatoinse omi dixures of the sam

114 A histogram differs from a bar chart in that a bar chart shows the numbers of entities that would fall into discrete categories (such

as numbers of self-reporting Republicans, Democrats, and Independents). A histogram summarizes information about numbers of
entities falling into different categories of a continuously varying quantitative variable, such as, in this case, annual production by a
vessel. Annual production by a vessel can range from 0 to millions of pounds, and can vary continuously by fractions of a pound.
The appropriate set of categories for summarizing the entities are not as obvious in the case of a histogram.

15 bana Hanselman of the Auke Bay Lab explained the need for the following background discussion, and provided the data set.
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Histograms have limitations. The results can change as the number and width of the bins into which the
observations are grouped change; the patterns are not smooth; it is difficult to pick, from a histogram, the
appropriate threshold to separate the observations that are part of the lower peak from the observations
that are part of the upper peak; for many bin numbers, there will be too few observations to report some
bins without risking disclosing confidentiahformation about vessel activity. Keeping track of
potentially confidential bins becomes problematic when many potential histograms are being considered
for presentation purposes.

For these reasons, in addition to making use of histograms, we have thakescribe the distributions
using a smoothing tool called a fk' Figueel2shdesnsi t vy,
density plots prepared for botli the example histograms. The density plots are superimposed on the
corresponding histograms, and show how they smooth out the histogram patterns.

Density plots use a formula to summarize the data around each data point. Different formulas are referred

to as fAikernels. 0 The f#fAker neHigare2ua se d atl d egle 1 dhrea tiiee ptah
kernel. In the analysis that follows, we will make usehofts ker nel , and the fnAGaus:
to take account of the potential sensitivity of the results to different forffdlas.

As just noted, the formulas make use of data around, or in the vicinity of, each data point. For each data
point, the fornula calculates a weighted average of the data point and the points above and below it. The
two formulas used in this analysis weight the central data points heaviest, and the data points furthest
from the center, least. The range of data points thahdkided in the averaging is called the

fi b andw?f drhehshape taken by the density plot can vary depending on the bandwidth, thus this
analysis calculates the plots using three bandwidths to take account of the potential sensitivity of the
results to tb bandwidths.

As is apparent from this discussion, density plots and histograms share certain limitations. The
information conveyed by each can change as their underlying parameters (number of bins, kernel,
bandwidth) change. The density plots have hessd here primarily to protect confidential information,

and to provide a means of identifying a threshold with minimal subjective interpretation.

The analysis generates two alternative thresholds for each of the five measures of production that may be
used as alternatives in this analysis. One set of thresholds is based on estimates of the thresholds below
which 10 percent of the vessel year observations fall. The reason for using this criterion is discussed
immediately below. A second set of thrdslsas based on a local minimum of selected density functions
describing the distribution of values of the production measures. The discussion of this approach follows
the discussion of the T@ercentile approach.

Vessels required to have full obsereeverage because of participation in a catch share program will not

be able to take advantage of a partial observer coverage option for small catcher/processors. The analysis
in this appendix abstracts from this issue, and only considers eligibilittherbasis of the round
groundfish weight of production levels.

MHist ograms are actually a type of kernel density plot, as discussed
17 The Epanechnikov is the default chosen by Stata, the program used to prepare these plots. The Epanechnikov kernel has the

minimum mean integrated squared error (MISE), a desirable feature in kernels (Salgado-Ugarte, et. al., 1993). The Gaussian is

another commonly utilized kernel.

118 Technically, the bandwidth is actually the half-width of the window around each of the central points.
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Approach 1: base thresholds on th& fércentile of the distribution afessel yeaproduction levels

Figure 3 provides histograms summarizing the distributions for each of the five production criteria that
have been proposed as alternatives for this analysis. These histograms differ along two dimensions: (1)
different bin counts have been used toaaa confidential information; (2) some of the distributions
underlying the histograms have been truncated to prevent reporting bins with information that may be
confidential**®

Each of these histograms indicates that there are small numbers of vessalijleaamall levels of

fishery production. In general, these histograms have a first column with slightly more than 20 vessel
years of observations. The annual production histogram has a first column with slightly less than 20, but
the number in this camn, combined with some observations from the next column, could be made to be
slightly more than 20.The 52 unique notrawl catcher/processors active in the period from 2009
through November 8, 2014 fished a total of 242 sepaessel year (treating2014 as a year)Vith 242
separate vessel years of observations, this suggests thaf'therdéntile (about 24 to 25 vessel years) of
observations could be a good rule of thumb for identifying thresholds for each of the criteria.

Selected non-trawl C/P production density distributions
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Figure 3 Non-trawl| catcher/processor production histograms for each of the five criteria under
consideration

Table17 shows percentiléevels, includig the 18' percentile, for each of the five criteria that might be
used to evaluate whether or not vessels should be eligible for partial observer coverage. These are the

1% Ypper ranges of the maximum daily, maximum weekly, and annual distributions include bins with small numbers of observations.
These do not affect the conclusions derived from the histograms, and have been excluded to protect data confidentiality.
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round weight equivalents ofl) average daily production in days with productid?); dverage weekly
production in weeks with production; (3) the maximum daily production for days with production; (4) the
maximum weekly production for weeks with production; and (5) total production for a year with
production?°

For example, the tabléaews that 10 percent of the vessel year observations would fall below an average
daily production of 10,637 pounds. Rounding this to the nearest thousand pounds gives a threshold of
11,000 pounds (or approximately 5 metric tons of production). A sktedholds, calculated in this way,

is shown inTable18 below.

Table 17 Vessel year threshold percentiles (in pounds) for measures of production for 242 non-trawl
catcher/processor-years, 2009 through November 8, 2014
Percentile Average Average Maximum Maximum Annual
daily weekly daily weekly
5% 3,388 15,486 10,926 37,375 351,749
10% 10,637 41,857 25,785 93,593 677,184
25% 31,172 162,119 81,692 391,274 3,803,534
50% 43,553 243,678 105,664 529,164 6,844,916
(median)
75% 53,690 300,453 133,686 630,155| 10,400,000*
90% 61,174 344,780 165,236 717,820| 13,000,000*
95% 66,471 372,419 195,898 783,335| 15,200,000*
*rounded to nearest 100,000 pounds
Source: NMFS AKRO CAS data.
Table 18 Summary of percentile-based thresholds

Potential criterion for partial coverage
qualification

Proposed threshold

Average daily production 11,000 Ibs. (5 mt)

Average weekly production 42,000 Ibs. (19.1 mt)

Maximum daily production 26,000 Ibs. (11.8 mt)

Maximum weekly production 94,000 Ibs. (42.6 mt)

Annual production 677,000 Ibs. (307.1 mt)

Source: Table 17.
Note: metric tonnage is calculated from the proposed poundage thresholds in the table, which
themselves have been rounded from underlying percentile estimates in Table 17.

Approach 2: evaluate the shape of the distribution of vessel year production levels

Figure 4 shows kernel density plots for each of the five production measures under consideration in
Alternative 2. These distributions have been overlaid with lines showing potential smatbwbn

120 Recall that the round weight of groundfish delivered by these vessels without processing (that is, when they acted as catcher
vessels) is not counted.
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catcher/processor thresholds that might be used in the alesadiidentify vessels that may qualify for
small catcher/processor partial observer covetdge.

Non-trawl C/P production density distributions

Average daily Average weekly

T T T T T T T T T T T
0 20000 40000 60000 80000 0 100000 200000 300000 400000 500000
Mean daily production, Ibs Mean weekly production, Ibs
Maximum daily Maximum weekly
2
k%)
c
5]
)
T T T T T T T T T
0 50000 100000 150000 200000 250000 0 500000 1000000
Max daily production, Ibs Max weekly production, lbs
Annual
0 10000000 20000000

Annual production, Ibs

Figure 4 Density distributions of potential threshold variables for identification of small non-trawl C/Ps
eligible for partial observer coverage; vertical lines indicate recommended range of thresholds.
Note that values for maximum daily production in excess of 300,000 pounds a year are not
shown in the figure. Source: AKRO analysis of CAS data.

Figure4 has five panels, each of which shows the plot for each of the variables under consideration. Each
plot includes six distributions overlaid. Three distributions are based on the Gauss@natatthree are

based on the Epanechnikov kernel. Three separate bandwidths have been used for each kernel, giving a
total of six distributions in each partél. Multiple kernels and bandwidths have been used for each panel,

to provide some sensitivitynalysis.

As shown inFigure 4, each of the kernel density distributions, except possibly the annual production
distribution, is bimodal. A small concentration oksgel years occurs at low levels of production, and a
larger concentration occurs at higher levels of production. There is an area between these two modes
where there are relatively fewer vessel years.

Each panel ifrigure4 includes two vertical lines. These identify the upper and lower points of a range of
values falling between the lower and upper humps of the bimodal distribution. The lines were chosen by

12 The labels on the vertical axes in the panels of Figure 4 have been suppressed as an additional protection for confidential data,

and because they are not necessary to the point made by the panels.

122 The bandwidths were chosen in the following manner. The default Stata bandwidth was identified in each case. This is the width

that would minimize the mean integrated squared error if the data were Gaussian, and a Gaussian kernel were used (Stata
documentation for the Akdensityod command) . T w6 peecént, and I2apgercente b andwi dt
of the Stata default.
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first finding the minimum points for each of the six separate density plots generated by the six kernel
bandwith combinations used to create each panel. The lines shown are the highest and lowest minimum
values found using this proceddfé. The other four dengitplot minimum points fall below these high

and low values.Table 19 identifies an alternative set of potential thresholds found as midpoints of the
lower and uppertresholds. These mjabint thresholds are used in the remaining-trawl tables in this

note.

Table 19 Summary of estimated kernel density based thresholds

Measure Estimated threshold in pounds
Lower Mid-point Upper
Average daily 15,000 15,500 16,000
Average weekly 75,000 79,000 83,000
Maximum daily 42,000 44,000 46,000
Maximum weekly 180,000 197,000 214,000
Annual 2,040,000 2,665,000 3,289,000

123 The lines actually show the high and low values, rounded to the nearest 1,000 pounds.
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