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AGENDA D-1

OCTOBER 2009
MEMORANDUM
TO: Council, SSC and AP Members
FROM: Chris Oliver g‘% ESTIMATED TIME
Executive Director — = 4 HOURS
DATE: September 21, 2009
SUBJECT: Salmon Bycatch
ACTION REQUIRED
(a) Initial Review of salmon bycatch data collection

(b) Receive Pella/Geiger report on salmon bycatch sampling
BACKGROUND
(a) Initial Review of salmon bycatch data collection

At its June 2009 meeting, the Council initiated an analysis of five alternative data collection programs
(including the status quo) to collect information to evaluate the effectiveness of the Amendment 91
bycatch management measures. At that time, the Council indicated that the primary purpose of such a
data collection program would be to evaluate the information provided in the Incentive Plan Agreement
(IPA) reports. In addition, the data could be used to assess the effectiveness of the bycatch management
measures, including the IPAs, the hard cap, and the performance standard; and to assess the effects of
those measures on where, when, and how pollock fishing and salmon bycatch occur. The analysis
examines the effects of each alternative, including its potential to meet these purposes and feasibility,
including its effects on the timeliness of implementation. The draft initial RIR/IRFA for the proposed
Chinook bycatch data collection program was mailed to you on September 18, 2009. The Executive
Summary is attached as Item D-1(a)(1).

) Receive Pella/Geiger report on salmon bycatch sampling

A report “Sampling Considerations for Estimating Geographic Origins of Chinook Salmon Bycatch in
the Bering Sea Pollock Fishery” by Jerome Pella and Harold Geiger was mailed to you on September
18", This report was commissioned by the Alaska Department of Fish and Game in order to assist in the
development a sampling plan and corresponding statistical estimators of stock composition and stock
abundance for Chinook and chum salmon caught by vessels in the Bering Sea Pollock fishery. The report
outlines aspects of a sampling program and provides recommendations for improving sampling protocols
in the future. The authors will be available to discuss their report and recommendations (SSC only).

NMEFS comments on the report are provided in a letter attached as Item D-1(b)(1). Staff from the Alaska
Fisheries Science Center will be available to answer questions on this issue.



AGENDA D-1(a)(1)
OCTOBER 2009

EXECUTIVE SUMMARY

This Regulatory Impact Review (RIR)/ Initial Regulatory Flexibility Analysis ([RFA)l evaluates
the effects of the proposed Federal action to implement a data collection program to evaluate the
effectiveness of the BSAI Amendment 91 Chinook salmon bycatch management measures. The
Council has indicated that the primary purpose of a data collection program is to verify the
conclusions drawn by industry in the Incentive Plan Agreement (IPA) annual reports. In addition,
the data collection program could provide information that may be used to (1) evaluate the
effectiveness of the IPA incentives, the hard cap, and the performance standard in terms of
reducing salmon bycatch, and (2) evaluate how the Council’s action affects where, when, and
how pollock fishing and salmon bycatch occur.

At its June 2009 meeting, the Council advanced for analysis four potential data collection
programs to supplement existing data sources. The proposed alternatives would collect some or
all of the following elements: price and quantity of salmon and pollock quota transactions, reports
from skippers indicating the rationale for inseason choices of pollock fishing grounds, costs of
inseason movements, roe quality, quantity, and price, and daily vessel operating costs (such as
labor and observer costs). During the summer, a public stakeholder workshop was held to
develop reporting instruments and to discuss the timing of reporting and the information to be
collected. The Council is scheduled to make an initial review of the draft analysis at its October
2009 meeting.

The Council’s June 2009 motion on Chinook bycatch data collection is shown in Table 1. There
are five alternatives under consideration. Under Alternative 1, no additional data collection
beyond the status quo would occur. Alternative 2A would collect data on salmon bycatch
transfers, including information on the price of transfers. Alternative 2B would collect data on
both salmon and pollock transfers. Both Alternatives 2A and 2B would also collect information
concerning inseason vessel movements to new fishing grounds. Alternative 3 would also collect
information on Chinook and pollock transfers. In addition, post-season reports of skippers would
be conducted to determine the rationale for decision making during the pollock season (i.e.,
fishing location choices and salmon bycatch avoidance measures), and to estimate the costs of
moving vessels to avoid salmon bycatch. Alternative 3 also would require reporting of roe
quantity, quality, and revenues. Finally, Alternative 4 would collect all of the elements included
in Alternative 3, and would also collect data on daily vessel operating costs (e.g., labor, observer).

| An Environmental Assessment (EA) was not prepared because the proposed action, and its alternatives,
would have no effect on the human environment. The nature of the action is to collect data from fishermen
to help the Council better assess the effectiveness of the Chinook salmon bycatch management measures.
All predicted environmental effects resulting from the Chinook salmon bycatch management measures are
analyzed in the EIS for Amendment 91.



Table 1. Council Motion on Chinook Bycatch Data Collection

The Council requests that staff prepare an analysis of the following alternatives for Initial Review
in October 2009:

Alternative 1
Status quo (existing data sources)

Alternative 2A
In addition to the status quo data sources:
(1) Transaction data for salmon — quantity and price of transfers (survey will be used to
determine whether these are arm’s length transactions).
(2) Information regarding change in fishing grounds:
a. For both the original and new fishing grounds, the date, time, bycatch rate,
location, and CPUE of tow.
b. Pollock quota remaining for harvest and salmon allowance remaining at time of
event,
c. Time, distance, and use of fuel in searching for cleaner fishing grounds.

Alternative 2B
In addition to the status quo data sources:
(1) Transaction data for salmon and pollock— quantity and price of transfers (survey will be
used to determine whether these are arm’s length transactions).
(2) Information regarding change in fishing grounds:
a. For both the original and new fishing grounds, the date, time, bycatch rate,
location, and CPUE of tow.
b. Pollock quota remaining for harvest and salmon allowance remaining at time of
event.
c. Time, distance, and use of fuel in searching for cleaner fishing grounds.
Alternative 3

Alternative 3
In addition to the status quo data sources:
(1) Transaction data for salmon and pollock— quantity and price of transfers (survey will be
used to determine whether these are arm’s length transactions).
(2) Surveys to estimate costs of moving vessels to avoid salmon bycatch (vessel fuel use,
transit time, and lost fishing time).
(3) Post-season surveys of skippers to determine rationale for decision making during the
pollock season (fishing location choices and salmon bycatch reduction measures).
(4) Survey of roe quantity, quality, and revenues at the minimum level collected by the
company (e.g., lot, trip).

Alternative 4
In addition to the status quo data sources:
(1) Transaction data for salmon and pollock— quantity and price of transfers (survey will be
used to determine whether these are arm’s length transactions).
(2) Surveys to estimate costs of moving vessels to avoid salmon bycatch (vessel fuel use,
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transit time, and lost fishing time).

(3) Post-season surveys of skippers to determine rationale for decision making during the
pollock season (fishing location choices and salmon bycatch reduction measures).

(4) Survey of roe quantity, quality, and revenues at the minimum level collected by the
company (e.g., lot, trip).

(5) Survey of daily vessel operating costs (labor, observer, etc.).

The Council discussed the purpose and need of the proposed action, including the need to verify
and supplement conclusions drawn by industry in the Incentive Plan Agreement (TPA) annual
reports. The focus of a data collection program would be to (1) evaluate the effectiveness of the
IPA incentives, the hard cap, and the performance standard in terms of reducing salmon bycatch,
and (2) evaluate how the Council’s action affects where, when, and how pollock fishing and
salmon bycatch occur. The Council also requested that the analysis include draft statements of
these objectives that the Council may consider including in its purpose and need statement.

The Council indicated that it supports moving forward with a data collection program to make
implementation of the program possible at the time Amendment 91 is implemented or as soon as
practicable. The analysis should evaluate how each of the alternatives meets the objective of
evaluating the effectiveness of the [PAs. The analysis should also discuss the feasibility of each
alternative, including the effects of the alternative’s scope on the timeliness of implementation.

The analysis should also include a discussion of how existing data sources may be used to
evaluate the effectiveness of the IPAs. That discussion should identify statistical measures to
detect behavior resulting from Chinook bycatch avoidance incentives, and inform the Council in
its development of a plan to independently verify that IPAs are creating the intended incentives.

Such measures might include:

(1) Comparisons of bycatch rates of vessels fishing simultaneously in different areas.

(2) Trends in changes of the standard deviations of individual vessel bycatch rates.

(3) Comparisons of individual vessel bycatch rates prior to and following changes in fishing
locations.

(4) Comparisons of individual vessel bycatch rates relative to distance traveled from port.

(5) Calculation of salmon avoided through rolling hot spot closures.

(6) Comparisons of the percentage of the TAC harvested at times of relatively high and low
Chinook salmon encounter rates.

(7) Comparisons of Chinook salmon bycatch rates achieved by vessels participating in an
IPA and by vessels not participating in an IPA.

Further, the analysis should evaluate the availability and feasibility of collecting the cost,
revenue, and product information required in Alternatives 3 and 4, and the timeframe for
developing appropriate surveys to collect these data.

Analysis of the Alternatives

Alternative 1

The data sources available under the status quo alternative provide analysts with the ability to
answer a wide range of questions regarding salmon bycatch avoidance and the effectiveness of
the incentives in Amendment 91. Currently existing data sources that may be used to answer




questions about the BS pollock fishery, and Chinook bycatch in the fishery, include Observer
data, Catch Accounting data, Vessel Monitoring System (VMS) data, ADFG Commercial
Operator’s Annual Reports (COAR), and annual AFA cooperative reports. Under Amendment
91, observer coverage of shore-based AFA CVs will increase—100% of the trips of vessels less
than 125 ft in length overall will be observed, an increase from the current 30% of trips. It is
estimated that a single observer on a shore-based pollock CV will be able to sample 70% of the
vessel’s tows.

Annual IPA reports will also provide information on industry efforts to reduce Chinook bycatch.
Amendment 91 requires the managers of each IPA to submit an annual report to the Council. The
Council’s April 2009 motion on Amendment 91 listed the following elements that must be
included in the IPA annual reports to the Council:

1) A comprehensive explanation of incentive measures in effect in the previous year.
2) An assessment of how incentive measures affected individual vessels.

3) An evaluation of whether incentive measures were effective in achieving salmon savings
beyond levels that would have been achieved in absence of the measures.

In addition, the annual reports could be used as a platform to report on other optional measures
that members have undertaken to reduce bycatch. These optional measures may include a
summary of temporal and spatial shifts in effort undertaken by the fleets, as well as an overview
of the use of new gear, technologies, or research to reduce Chinook bycatch in order to make this
information available to managers, analysts, and decision makers. Analysts have assumed for
purposes of this analysis that certain clements will be described in the IPA reports. The scope of
these reports could be clarified with industry participants to ensure that the information needed to
evaluate the programs is provided in the annual reports.

These status quo data sources may be used by analysts to answer a number of questions that
provide an indication of the effectiveness of the Chinook bycatch management measures. For
example, existing data sources may be used to compare bycatch rates of individual vessels fishing
in different areas and at different distances from port, and by vessels participating in IPAs and
non-IPA participants; and to compare the percentage of the TAC harvested at times of relatively
high and low Chinook salmon encounter rates. Existing data sources do not directly provide
information on the costs of the bycatch measures to the fleet. However, existing data sources
may be used to examine many of the behavioral changes that could result in higher costs to the
fleet. For example, it will be possible to determine if towing times have decreased, if the number
of tows has increased, or if the average elapsed times of trips for shore-based CVs have increased.
All of these are indicators of higher costs to the industry. In addition, existing data sources do not
directly provide information on inseason vessel movements to avoid Chinook bycatch, and the
rationale for decision making during the fishing season.

Alternatives 2A and 2B

Alternatives 2A and 2B will both collect data on transactions of Chinook transferable bycatch
allowances (TBAs) and data on vessel movements related to Chinook bycatch avoidance. In
addition, under Alternative 2B, data on pollock transactions will be collected. The alternatives
would collect information on two aspects of transfers: (1) the number and direction of transfers,
and (2) the cost of transferred Chinook TBAs and/or the cost of transferred pollock quota.
Transfers may be tracked via a separate ledger form, or via annual IPA reports. Alternative 2B
will also distinguish joint transfers that include both pollock quota and Chinook TBAs.



Both Alternatives 2A and 2B would collect data indicating when a move from the original fishing
location to a new fishing location has taken place, along with information on how much time,
distance, and fuel was used in searching for and moving to cleaner fishing grounds. This
information would be collected via two additional questions on the logbooks.

When combined with information in annual IPA reports, data collected on salmon and pollock
transfers may augment our understanding of incentives and changes in vessel behavior at times of
high and low Chinook salmon encounter rates. If sufficient numbers of vessels are not
participating in I[PAs, data on transfers and vessel movements could also enhance our
understanding of the behaviors within and outside of IPAs. The data collection proposed under
this alternative also provides insight into the rationale for inseason movements to avoid salmon
bycatch. This information will facilitate comparisons of individual vessel bycatch rates prior to
and following changes in fishing locations. Using currently existing data sources, the reason for a
move may only be inferred by analysts, and the accuracy of those inferences might be
questionable. While these data could provide useful information for assessing motivations for
moves, analysts will need to use care interpreting data, as a decision to move is subjective.
Despite the potential for misleading information, the potential to gain insights into vessel operator
decision making could prove useful for assessing salmon avoidance behaviors. Inclusion of fuel
use, time, and distance traveled in this reporting requirement could provide additional information
concerning the costs of moves. These data could also prove useful for assessing the extent to
which vessel operators are willing to incur immediate costs to move from areas of high salmon
bycatch. However, it is important to note that while these cost data may provide insights into the
effectiveness of incentives to avoid bycatch, these data cannot be verified.

Alternative 3

Alternative 3 would collect information on transfers of salmon and pollock, as described above
under Alternative 2B. In addition, annual surveys would collect data concerning fuel and gear
costs related to salmon bycatch avoidance. Vessel operators would report (1) estimated hourly
fuel consumption and annual fuel consumption, and (2) descriptions and costs of gear and
equipment purchases and modifications to reduce salmon bycatch (including whether the expense
is exclusively for salmon bycatch avoidance). The skipper survey element of this alternative
would pose a series of questions to elicit vessel operator input on important factors that impacted
the vessel’s performance during the year. The draft list of questions included in the analysis was
developed through consultation with members of the industry, but would be refined further with
additional consultation and finalized once pre-testing has occurred to ensure the questions are as
clear as possible. Finally, information concerning roe production would be collected under this
alternative. Two options for the collection of roe production data are described, each with
different degrees of specificity. The first option would require the offshore sector to record roe
production by grade at the daily production level and the inshore sector to report this information
at the landing (or trip) level. The second option proposes instead that vessels report roe
production in two general categories, standard or non-standard, at the haul level based on
sampling of vessel crews. Under both options, annual revenues from roe production would be
reported by processors, along with sales information by lot, including price and lot composition
by grade. In-season estimated or relative prices would also be reported, where available. Grade
descriptions will include identification of standard and non-standard quality categories. Sample
reporting forms appear in the analysis.

The data collection proposed under this alternative is largely intended to provide improved
insight into tradeoffs of salmon bycatch and roe production by fishermen making specific
temporal and spatial fishing choices. Yet, to produce reliable results using the proposed model,
the data collection initiative may need to be extended far beyond that defined by this alternative.



Many of the data collected would be used for modeling aspects of the fishery that are not directly
observed. Fuel usage and costs will be collected at the annual and annual hourly average level,
which may provide little insight into specific costs associated with location choices at given times
throughout the fishing season. Roe production by grade may not be measured in a manner that
allows reliable attribution to given locations. Extensive study will be needed to determine
whether roe prices by grade can be generated as grades and lots are not consistent across
processors. In addition, researchers and fishermen question the underlying assumptions of the
proposed model. Given this unstable foundation, it is possible that the model proposed for these
data (or a derivative of it) will not produce reliable information for assessing salmon bycatch
measure for some time. Substantial additional research and collection of verifying data may be
necessary to ensure the data proposed under this program are appropriate for the spatial/temporal
modeling suggested.

While insights into salmon bycatch from the data collection proposed here may be speculative
and long range, these data could yield other benefits by providing more information concerning
certain aspects of the fisheries. These uses are more general than the very specific model
proposed here and are also likely only to yield results in the long run, as data verification will be
needed for reliance on most of the data included in this collection.

Alternative 4

Alternative 4 would collect all of the elements described above under Alternative 3. In addition,
annual surveys would collect data concerning daily vessel operating costs. Based on discussions
with industry at the July 2009 stakeholder workshop, two categories of cost data are proposed for
collection, labor costs and daily food and crew provision costs.

Additional discussions with industry will be required to determine whether additional items
should be included in this survey. For example, some vessels may be charged and track
insurance costs on a daily basis. Reporting of those daily operating costs could be
appropriate under this item.

Data collected under this alternative are generally intended to supplement analyses of the effects
of salmon bycatch avoidance on revenues and costs described in the previous alternative.
Specifically, daily cost information could be important to understanding the extent to which
fishermen are willing to incur additional operating expenses when selecting a fishing location to
avoid salmon bycatch. Avoiding salmon bycatch may increase operating costs by generating
additional travel costs and may also reduce revenue if the new fishing site produces lower product
value or catch per-unit effort. Additionally, if vessels increase travel throughout the season,
additional costs could be borne through the extension of the season. Because most of the fishing
crew labor participating in the pollock fishery are paid according to a share system, and the
amount of fish caught is determined by the amount of quota held (not days fished), extending the
length of the season would only affect the costs of employing those individuals who are paid on a
daily basis. Vessels may also incur additional food and provision costs from longer seasons.
Incorporation of these added daily costs into models of fishing location choice would be intended
allow for a more accurate assessment of costs in modeling revenue and cost tradeoffs.

Since the analytical use of data proposed to be collected under this alternative is largely an
extension of that proposed for Alternative 3, most of the conclusions arising from that alternative
apply. Although these data are intended to allow for a more complete assessment of the revenue
costs tradeoffs associated with fishing location choices, these data will not address major
shortcomings arising under the preceding alternative. Specifically, the proposed cost data
collection will not provide better (and more specific) information on fuel costs or the spatial



distribution of roe by grade critical to understanding specific revenue and cost tradeoffs. In the
absence of that detail, modeling the tradeoff in a manner that provides a meaningful quantitative
estimate of the effects of salmon bycatch avoidance will not be possible. In its current state,
judging the information that would be collected by this alternative is not possible.
Additional work should be undertaken to ensure that reports are structured to ensure that
data are consistently and accurately provided. In addition, if this alternative is advanced,
additional efforts should be made ensure that the data collection is appropriately scoped to
include data on all daily costs that are likely to be affected by fishing choices that entail
additional fishing time or time on the grounds.



AGENDA D-1(b)(1)
OCTOBER 2009

UNITED STATES DEPARTMENT OF COMMERCE
National Oceanic and Atmospheric Administration
NATIONAL MARINE FISHERIES SERVICE

Alaska Fisharies Science Center

st

SEP D4 2009

Mr. trie Olson,
Chairman
North Pacitic Fishery Management Council
605 West 4™ Street. Suite 306
Anchorage, Alaska 99501 -2252
ERIC
Dear Me-Otson:

Enclosed are NMFS comments on the report titled ~Sampling Considerations for Estimating
Geographic Origins of Chinook Salmon Bycatch in the Bering Sea Pollock Fishery™ by Jerome J.
Pella and Harold J. Geiger. We are providing them for consideration by the Council’s Scientific
and Statistical Committee (SSC) at the October Council meeting.

The report is important as the recommendations it provides will help guide our efforts toy vards
understanding the stock composition of the salmon bycatch from the Bering Sea pollock fishery.
Staff from the Alaska Fisheries Science Center will be available at the October meeting to
answer the SSC’s or Council’s questions on this issue.

Sincerely,
{ Douglas P. DeMaster

Science & Rescarch Director,
Alaska Region

Encl.




Enclosurc | - NMFS comments on “Sampling Considerations for Estimating Geographic Ongins
of Chinook Salmon Bycatch in the Bering Sea Potlock Fishery™

During the October 2009 mecting of the North Pacitic Fishery Management Council (NPFMC),
a report titled ~Sampling Considerations for Estimating Geographic Origins of Chinook Salmon
Bycatch in the Bering Sea Pollock F ishery™ by Jerome J. Pella and Harold J. Geiger

{ Pella’Geiger report) will be presented to the Scientific and Statistical Committee of the NPFMC.
The purpose of this letter is to provide members of the SSC. with National Marine Fisheries
Service's (NMFS) response to the tour key recommendations presented in this report.

\MES is interested in receiving comments from the SSC on the Pelia/Geiger report
recommendations and our comments herein as we look to future observer data collections
supporting science and management. NMFS intends to further develop and implement the
sampling recommendations presented in the Pella/Geiger report in the 2011 BSAI pollock
fishery in concert with the planned implementation of Amendment 91. Amendment 91 will
bring some of the additional resources necessary 10 enable implementation of the census and
sampling approaches recommended as Amendment 91 also has high demands for fine scale
salmon accounting,.

Pella’Geiger Recommendation |

The internal workings of the Catch Accounting System (CAS) cannot currcntly be evaluated. nor
can the precision of its Chinook salmon bycatch estimates be calculated. The National Marine
Fisheries Service should develop written procedures for the assessment of the quality of the data
and resulting estimates, both in terms ot sampling errors and non-sampling errors. These written
procedures should be written in standard statistical notation and they should be peer reviewed.

NMFS Response

e The current estimates of Chinook salmon bycatch are based on a well established
methodology developed specifically for inseason management. Although the catch
estimation methods have evolved over time, they have been previously presented to the
SSC (February 2005) and reviewed (Marine Resource Assessment Group (MRAG) Report,
2003; Volstad et al, 1997).

o A paper outlining these estimation methods is currently undergoing internal review and
will be published as a NOAA Technical memorandum {Cahalan et al. in review). This
paper includes a statistical description for the estimation and provides variance cstimators
for haul and overall catch level estimates based on observer data.

e While the precision of the salmon bycatch estimates have not been computed the data are
now available to do so as a result ot the Observer Program data collection re-design
implemented in 2008. 1t is worth noting that the sampling intensity for bycatch in the
pollock fishery is very high (i.e., high observer coverage rates in the fishery and high
sampling fractions of individual hauls) and it is therefore likely that the uncertainty
associated with the magnitude of salmon bycatch is low.

(3]



o An appendix of the Petla/Geiger report is dedicated o describing catch estimation methods
developed by Miller (2005) and notes a discrepancy between NMFS” bycatch estimates and
those presented in Miller (2005). The main reasons for this discrepancy stem from the tact
that Miller (2003) overlooked how observer data records were coded for salmon and relied
on an incorrect assumption about the observer coverage level, resulting in an
overestimation of catches. Neither of these issucs discredit Miller's dissertation work.
which represents a very comprehensive and thorough presentation of a statistically sound
method.

PellasGeiger Recommendation 2

Bycatch numbers could. in principlc, be ascertained by a census. This approach is simple, casy 10
explain, and has the advantage that it is tree of sampling crror. We recommend that the National
Marine Fisheries Service at least consider moving towards a more census-like approach to
assessing the bycatch magniiude. Further, a census approach will permit statistical tests to
determine that the presence of an observer on board a vessel does not affect the level of bycatch
that is reported.

NMES Response

e Under current regulations, implementing a salmon bycatch census approach in the Bering
Sea pollock fishery would be logistically challenging tor several reasons. primarily because
there is not 100% observer coverage across the fleet. However. implementation of the
North Pacific Fishery Management Council’s recent recommendations for management of
Chinook salmon bycatch in the Bering Sea pollock fishery (~Amendment 917) will require
increased observer coverage on the catcher vessels. Having at least one observer on all
vessels and in all processing plants make it possible, limitations noted, to implement a
salmon bycatch census approach in 2011 for the BS pollock fleet. A census approach for
trawl vessels in fisheries other than BS pollock that have salmon bycatch will continue to
face the same limitations that now exist.

e Observer work time is fully allocated to a range of required duties to meet multiple
objectives. Some of these duties are performed at the sampling station and some arc not. In
order to avoid compromising the observer’s currcnt responsibilities, vesscl/plant crew will
need to be responsible for some sorting of salmon from the catch.

e A census based approach for enumerating salmon bycatch at-sea is susceptible to potential
bias introduced due to economic incentives to under report. Amecndment 91 will increase
these incentives because it will add hard caps for Chinook bycatch that may close the BS
pollock fishery before the pollock quota is tully harvested. Consequently, NMFS is
concerned that the census of salmon aboard pollock vessels may not be a true census in that
it could be biased. The proposed rulc for Amendment 91 will include recommendations for
electronic monitoring on processor vessels as one mechanism to control for this potential
bias.



Pella Geiger Recommendation 3

The National Marine Fisheries Service should develep a strict protocol to casure representative
ampling. In particular. size selective sampling should be absolutely prohibited and sampiing
ates should be as uniform as possible across hauls. deliveries. and vessels. To achieve this
uniformity. we recommend systematic sampling of the Chinook salmon bycatch o obtain fissue
samples for mixture analysis. This approach is operationally simple. easy t¢ understand.
produces a representative sample, and will be less wasteful and more ctficient than approaches
that allow the sampling rate to vary widely amony vessels, trips, or hauls.
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NMFS Response

o The PellasGeiger report suggests the use ot a systematic sample from a census as a means
(0 achicve a uniform sample rate of salmon caught in the pollock fishery. This protocol
would require that the salmon bycatch be sampled across all hauls in a proportional
manner with every n™ salmon being sampled for genetic analysis. Given the number ot
observers working in the Bering Sea, this is not as simple as suggested, and we anticipatc
that a completely proportional sample across an entire year is unlikely. In other words.
keeping count across hauls and being ablc to implement an orderly sample (due to the
observer effort involved) are logistically difficult and differences in achieved sample
rates within the fishery are anticipated. Gaps will occur. In practical terms. we also
expect that salmon would be sorted from the catch and stored in totes. In some cases this
sorting would need to be conducted by industry personnel as the observer will have other
duties. or be off, and not be present 24 hours per day. Thus, observers would
systematically sample from the tote rather than directly off a conveyor belt.

« [n addition to the systematic sampling protocols proposed in the Pella/Geiger report. the
existing sampling methods used by NMFS to collect salmon tissuc samples for genetic
analysis have not been fully evaluated. The existing methods were put in place as an
interim measure pending the completion of the Geiger/Pella paper and consideration of
the reports recommendations. These methods replaced ad hoc tissue collections which
were previously conducted as a pilot project to obtain tissues and assess their utility for
genetic analysis.

 In January, 2009, selection of salmon for genetic tissue analysis was incorporated into the
multi-stage random sampling currently used by the obscrver program. Observers arc
trained and encouraged to use a systematic sample design (with a random start point)
whenever it is logistically feasible to select a minimum of three sample units (generally
defined by weight) from the catch. Data from these samples arc used to estimate the
species composition of the haul. For those trips where the vessel is participating in the
pollock fishery, the observer also obtains salmon tissue (pelvic axillary process and a
minimum of 5 scales) from each Chinook and chum salmon in the selected samples to be
used in the genetic analysis.

In addition to sampling at-sea during fishing operations. groundfish observers also

sample vessel deliveries at shoreside plants and floating processors. For pollock oftloads.

the observer assigned to the plant randomly selects a time period to sample (for every
hour of offload, they sample 5 minutes not to exceed one hour). They obtain tissue
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specimens from all Chinook and chum salmon in the randomly selected time period
(pelvic axillary process and a minimum of 5 scales).

The current methods described do not result in a uniform sample rate ot salmon across
the total salmon catch in the pollock fishery. However. the sample sclection process is
randomized and the resulting samples may be useful. NMFS intends to evaluate the
utility ot the samples taken using these current methods.

The Pella/Geiger report notes there are at least two ditferent reasons for pertorming stock
composition analyses of the bycatch. The current objective is to understand the overall
stock composition of the Chinook salmon bycatch and the proposed systematic sampling
scheme is sufficient to meet that goal. However, if there is a tuture necd to understand
the gcographical stratification of the bycatch, the approach may necd to be moditied to
meet specified goals.

The precision of stock composition cstimates necessary needs to be detined. A practical
method for determining sample interval (sample rate) needs to be established and
periodically evaluated to ensure the interval is adequate 1o support the precision goals.

Sampling levels necessary for stock identification are directly linked to the level of
spatial resolution required (i.., assignment to stream of origin or broader regions). For
example, if a salmon stock is rare in the bycatch, then small samples will decrease the
chance of detecting their occurrence. Regional groupings in the baseline can be used to
both account for limited sample sizes (such as endangered stocks protected under the
ESA) and genetic similarities between neighboring stocks (such as western Alaska
Chinook salmon). Future management concerns will direct both the need for additional
samples and/or genetic markers.

Pella/Geizer Recommendation 4

We offer detailed recommendations for Bayesian genetic mixture analysis and baseline
cvaluation, and we offer specific recommendations for demonstrating the validity of the method
using simulation.

NMFES Response

Regarding the statistical approaches to the mixture analysis. the Pella/Geiger report
recommends a Bayesian analysis, an approach currently available to NMFS through both
the Baycs and cBayes programs. Bayes was written by both Jerry Pella and Michele
Masuda at Alaska Fisheries Science Center and is currently being used for other salmon
stock composition analyses completed in our laboratory. This approach is well accepted by
the scientific community and there are no concerns with this recommendation.

Equal proportion mixtures were proposed in the Pella/Geiger report as a means to evaluate

the power of the genetic baseline to identify specific stocks of salmon. They reference
Anderson, ct al. (2008) which uses a cross validation method potentially requiring access to



individual genotype information for the baselinc samples. something not always publicly
available (some work is pending publication).

s i contrast to the strength of the sampling recommendations. the Pella/Geiger report is
vague when it comes to the available DNA baselines. Regarding Chinook salmon, the
Genetic Analysis of Pacific Salmonids (GAPS) and Fisheries and Oceans Canada (DFO)
microsatellite baselines are publically available although both are limited with regard to the
number of Alaskan populations represented. A single nucleotide polymorphisms (SNP)
baseline for Chinook salmon has been developed by the Alaska Department o { Fish and
Game (ADFG) and better represents the populations of Chinook salmon likely to be found
in the bycatch. Regarding chum salmon. a combined SNP/microsatellite baseline is
currently being assembled through collaboration with the University of Alaska (UAF) and
ABL and includes data from DFO Canada. Because of our need as a management agency
to ensure that bycatch results are transparent and accessible for public scrutiny. all
baselines used in the genetic analyses of the bycatch should be publically available. At
this time, it is anticipated that the ADFG Chinook salmon SNP bascline and the UAF/ABL
chum baseline will be used for bycatch analyses.

In summary, the Pella/Geiger report is a well written report that provides useful information
about Chinook salmon bycatch estimation problems, genetic stock identification sample
collection, genetic baselines, and statistical mixture analyses. NMFS appreciates the authors’
work and has benefited from this review.
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Introduction to this Appendix

This appendix is a supplement to the RIR/IRFA analysis of Chinook salmon bycatch data
collection options 3 and 4. It is intended to provide more detail, explanation, and scientific
support for these data collection options, which were developed upon Council request by AFSC
but analyzed in the RIR/IRFA by NPFMC.

This document aims to be as complementary as possible to the RIR/IRFA and to minimize
redundancy wherever possible. It provides the scientific rationale for how the salmon bycatch
program can be best analyzed and monitored, with the intent to meet the problem statement laid
out by the Council. Specifically, data elements are presented that would facilitate the Council’s
stated intent of “evaluating the effectiveness of the IPA and the salmon bycatch action.” The
modeling philosophy developed is intended to be as simple as possible but as complex as
necessary to best inform the Council.

Contents of Appendix

¢ Executive summary of AFSC interpretation of the complete data collection analysis and
data elements (Page 2)

e Interpretation of the data quality, data use, and conclusions from Alternative 3 (Page 5)
Discussion of Alternative 4 (Page 17)

e References (Page 19).
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Executive summary of the data collection options

The options developed in this analysis were chosen after consideration of the currently
available data, the potential benefits of collecting new data, the quality of data that can be
collected, and the burden imposed on industry through the data collection.

The motivation for the proposed data options is exclusively to evaluate the effectiveness of
the salmon bycatch IPAs. This means understanding how the incentives affect the bottom
line (i.e., net revenues) of the fishery and appropriately accounting for the complexities that
affect the fleet’s experience and the included data elements have this intent.

While the resulting quality of the data proposed under each alternative is uncertain, we expect
to be better informed with enhanced data collection. It is likely that the collected data will
improve our ability to estimate how the value of salmon changes across bycatch conditions,
informing the Council about the effectiveness of the plan. Collecting cost data will also
allow us to estimate the changes in travel costs that result from vessels fishing differently to
avoid bycatch,

Travel cost data can be observed for most vessels with as much accuracy as the Council
deems necessary. AFSC’s discussions with industry and Northern Economics’ conversations
with both vessel engineers and industry indicate that vessel operators can estimate average
fuel consumption under different conditions. Collecting these averages appears to be an
efficient means to collect relatively accurate data. If desired and deemed necessary, the
Council could investigate whether this information should be recorded on log books or if the
Observer Program could take regular observations of vessel flow meters in a safe manner. In
Alternative 3, cost data are collected in two forms so that the data can be verified.

The RIR/IRFA analysis of Alternative 3 suggests that it is very likely that the data collected
will not only of poor quality, but misleading. Given that the proposed collection is focused
on data that industry knows and generally collects, the likelihood of data being this erroneous
to such an extent appears low. Additionally, while unknown data error by definition cannot
be identified, there are many ways to check for consistency of data. Data in question can be
added and removed from models to see whether their inclusion improves how well the model
explains and predicts the observed behavior of the fishery. Individual observations can be
compared to averages, costs can be compared to those for similar sized vessels, and
information submitters can be asked about their survey responses. These are standard
methods of checking for data consistency.

The fundamental uses of travel cost data and improved product data collected in Alternatives
2 and 3 are to evaluate whether we observe persistent avoidance of bycatch at levels that
should be affected by the IPA. Among other modeling and qualitative and quantitative
analysis, we propose develop models to examine how observed choices in the fishery are
correlated with expected revenue, travel to a location, and bycatch. Additional controls can
be included to account for other observable factors (e.g., vessel size or efficiency, port
location, weather) that have persistent, systematic impacts upon decision making processes.
There are significant barriers to the development of this type of model using only the data
available under the status quo. First, we do not observe the relative revenues observed from
going to different areas. Second, we do not observe vessel costs. Currently, observed
distances can act as a proxy for costs, but these do not capture the fuel consumption or cost
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variation that exists in the fleet that may affect vessels quite differently, especially under high
fuel price conditions.

e Data available under the status quo will reliably inform us where and when fishing and
bycatch are occurring. However, it is unlikely that they will provide sufficient information
upon which to develop meaningful conclusions about the impact IPAs developed under
Amendment 91 have at all levels of salmon bycatch because we do not accurately observe the
economic variables (travel costs and spatially explicit revenues) that vessels must balance
against the IPA incentives.

e  While all data potentially have some amount of error in them, data elements, such as fuel
costs and product revenues that match the information that companies collect and utilize
themselves are most likely to be accurate. Conversations with a variety of people indicate
that these are data that are collected, utilized, and carefully scrutinized by most companies in
the industry.

¢ There is a small amount of existing cost data currently collected by AFSC and Northern
Economics for North Pacific fisheries. These data have substantially informed our
understanding of fuel cost data, but could not be reliably used in the Council’s future analysis
of the salmon bycatch program because they pertain only to catcher-processors using longline
gear.

¢ Data on salmon and pollock markets have the potential to substantially inform the Council on
the value of salmon bycatch to the pollock fishery. To reduce the possibility of misreporting
and misinterpretation, the data should be collected in such a way as to maximize their quality.

¢ Collecting improved product values for roe and other products is a significant data collection
undertaking. However, product prices (e.g., roe) are extremely valuable for characterizing the
spatial trade-offs between pollock fishing and salmon bycatch avoidance and in turn,
determining the financial impacts of proposed Amendment 91. Other product information
would be valuable to better characterize the behavior of the fishery and could be cost-
effectively collected if roe data is also collected. To reduce the burden on industry, these
products were initially eliminated from the proposed data collection. However, additional
conversations with industry have suggested there may be significant value from collecting
these data.

* The primary proposed roe data collection (Alternative 3, roe data collection Option 1) does
not propose to standardize roe grades across companies, but rather proposes to calculate or
estimate the values for what vessels catch. With a relatively few exceptions, representing
smaller participants in the fishery, companies have indicated that they track the value of their
roe production and sales with substantial accuracy and can report this information.

¢ A second roe-collection option (Option 2) is presented in the analysis, at the request of some
members of industry. This second option attempts to capture the information that most
vessels collect on the general quality of data at the haul-level. While it is likely that this
could improve our knowledge of the relative value of roe in different areas, it is difficult to
know the quality of these data and it will be very difficult to verify.
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When combined with trip-level revenue data, cost data will allow analysts to examine how
differences in vessel net revenues affect participation in salmon bycatch markets and
avoidance behavior.

Examining bycatch data and the net revenues from vessels fishing in different areas can
potentially be evaluated to assess whether bycatch reduction costs can be reduced and/or
bycatch performance improved by better informing vessels of the net benefits of fishing in
different areas (after accounting for net revenue and the costs of bycatch).

Collecting these data will also allow us to understand the values that fishers receive for
fishing at different times of the year. Industry representatives qualitatively and quantitatively
discuss the value of fish recovered at different times of the year, but neither NMFS nor the
Council possesses this information.

The self-reported skipper survey data will not be verifiable, but should provide a valuable
opportunity to systematically collect information on the fleet’s salmon bycatch experience.

Revenue, cost, and trade data together allow for the most thorough ability to analyze the
Council’s actions. Information from the market data can be integrated with cost and revenue
data and analysis of the IPAs to provide an improved understanding of how Amendment 91
affects fishing behavior and how the salmon bycatch quota market functions. If the data are
collected and models of fleet behavior are developed as proposed in Alternative 3, by
definition “models” cannot include all elements or factors affecting decision makers.
However, the models will possess the primary pieces of data that reflect the economic trade-
off that vessel operators make when they fish in different areas with different expected
revenues, travel costs, and salmon bycatch.

The current action is about the collection of data and future analysis conducted with the data
will be carefully evaluated after it is collected. Models will be subject to vigorous peer-
review, evaluation by the SSC, and subject to public comment before any results will be
provided to assist in fishery management decisions. As is discussed in the analysis and
illustrated in the references included, the modeling approach we are likely to utilized is well-
developed. Other modeling and analytical options will also be considered and applied as
appropriate.

The additional information collected under Alternative 4 supplements Alternative 3 data with
some information about the costs of extending season by accounting for the basic costs of
extending the season (for the vessel only). Thus this alternative provides insight into some
additional costs imposed by the Council’s actions, but does not capture the total costs of
extending the season. True costs for industry of extending the season due to high bycatch
include 1) the costs listed and the observer costs known to NMFS, 2) more minor vessels
costs (e.g., insurance), 3) costs to plants, which are very difficult to estimate, and 4)
opportunity costs to fishermen who fish longer for the same income.

The Council’s salmon bycatch program is a novel means of addressing bycatch and we would
expect the nature of the IPA incentives to evolve with experience. A better understanding of
the manner in which vessels respond to IPA incentives can inform industry on the means to
improve the incentive mechanisms and provide transparency to this process.
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e  While the primary intent of collecting the data elements proposed in the alternatives is to
better evaluate and understand the effectiveness of the IPAs and the salmon bycatch program,
it is worth noting that there are other potential benefits of collecting these data. Travel cost
data will allow for estimates of the costs of any Council action that alters where vessels fish
(e.g., area closures, changes in seasonal allocations that alter fishing locations). Regular
collection of roe data could also provide valuable biological information on the relationship
between roe production and recruitment and environmental variation. This could in the future
lead to be more effective and economically effective management of the pollock fishery.
Additionally, improved product knowledge will better inform the Council in economic
impacts benefits of fishing in different locations.

Alternative 3 Discussion

Evaluation of quality of data to be collected

Data quality issues for each of the sub-items for the alternative are addressed individually below.
Except where noted, general data-quality controls that would be implemented for all data
collections include the following:

¢ Ongoing consultations with submitters to identify data quality problems caused by survey
instrument design

e Mandatory reporting, with penalties for noncompliance

e Certifications of accuracy and completeness of all submitted data, signed by submitters

e Census of each subject population

e Records-based validation audits.

Consultation with submitters is particularly critical in the preparation and initiation of the data
collection. Careful pretesting of the survey instruments is essential to ensure that survey questions
will be consistently interpreted by submitters and will produce consistent and accurate results. It
should be noted, however, that previous experience suggests that mandatory completion and
submission of data collection forms is often necessary to prompt submitters to devote the time
and effort necessary to fully understand the reporting requirements and identify errors in the
design of the survey instrument. As such, data quality may be somewhat limited in the first 1-3
years of data collected under this and other alternatives.

The mandatory reporting requirement coupled with the population census approach, while in
themselves they do not assure accurate and complete reporting, do eliminate a number of
potential data quality limitations associated with sampling and non-response error that would be
encountered with voluntary and/or random selection for survey participation.

Records-based validation audits have been specified by the Council in both the BSAI Crab and
Amendment 80 Economic Data Reporting programs and could be included as a provision in the
preferred alternative. Validation audits have been implemented through contracts with certified
public accounting firms acting as third-party auditors, and the audit protocols have evolved
somewhat since they were first implemented for the Crab EDR program. Currently, individual
data reports are selected for audit either on the basis of random sampling or, in a small number of
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cases, on the basis of anomalous reported data.' In both cases, selected data elements are
identified by data collection managers which are then validated by auditors by comparison to
supporting documentation supplied by the data submitter, which may include vessel logbooks,
crew settlements, invoices, or other financial or operational records. Audits may be conducted
either on-site at the submitter’s premises or by means of documents delivered to the auditors.
Records are analyzed and classified according to the quality of evidence they provide for
validating the reported data. Where the quality of supporting documentation is sufficient, auditors
identify the correct value to report for each audited data element, which is then compared to the
original reported value. The quantitative validation results produced from these protocols include,
for each audited data element, the percentage of survey response values that are supported by
accurate recordkeeping and the mean and variance of the reporting error for supported values.

The validation audits permit documentation of quantitative data quality measures for these data
and represent a rigorous standard for data quality assurance in self-reported social science data.’
The audits also provide a means for enforcing complete and accurate reporting. With signed
certifications of data accuracy and completeness, intentional misreporting revealed by the audits
may be cause for enforcement actions. Enforcement has to date been invoked in the BSAI Crab
and Amendment 80 EDR programs only in rare cases of gross noncompliance.

Quality of Data for Alternative 3, Sub-item 2: Surveys to estimate the costs of moving
vessels and of gear/equipment purchases or modifications for salmon bycatch aveidance

Industry participants familiar with vessel operations have expressed that they are able to provide
an average rate of fuel consumption (i.e., gallons/hour) when fishing and transiting with a high
degree of accuracy. Many vessels have flow meters indicating the instantaneous rate of fuel use,
which is precisely the information that is requested on the survey. Vessel flow meters can be
extremely accurate, with some meters being accurate to +/- 1 percent.” However, industry
participants have stressed that the cost for a particular vessel to travel a given distance can vary
dramatically according to weather and currents even if the gallons of fuel burned per hour does
not vary greatly. Utilizing VMS and observer data, analysts can examine the time spent on the
grounds and estimate the amount of fuel used by each vessel over the course of the year, based on
the hourly averages. One way to assess the accuracy of those estimates is to compare these values
with the reported company records on actual fuel expenditures. If these are close, it is a good
indication that the average fuel consumption rates are relatively accurate (the opposite holds true
as well).

An additional consideration to note is that even if the information requested in the fuel cost
survey is collected or tracked by industry, data quality problems can arise when the specific form
of the information requested in the survey is misunderstood by respondents or differs somewhat
from the way in which they keep their records.” That being said, the number of data elements to

! Similar protocols are used in the AM8O fleet data audits, but a census is currently being utilized due to the
small number of vessels and a desire to assess potential data quality issues more broadly in the first year
of the program.

2 It should be noted, however, that data error still may be present in audited data that is supported by
financial records if the submitter misinterprets the question. This underscores the importance of the
pretests and close work with industry described in the previous section.

3 See, for example http://www.nauticexpo.com/prod/aguametro/fuel-flow-meter-
electronic-counter-30761-190938.html for specs of one flow meter.

4 It may be the case that a respondent’s expenditure records include purchases that reflect activity in more
than just pollock fishing. In such cases, the aforementioned quality check on the data would have to
include VMS data on time at sea in all fisheries.

for-ships-br-with-
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be collected under this item is small and therefore less prone to confusion than more complicated
data collections. Data quality problems can be mitigated up front by conducting industry focus
groups and refining the survey to reflect any detected misinterpretations, but there will still likely
be an evolution in the quality of the data collected. During this analysis, members of the pollock
industry provided significant constructive input into refining preliminary surveys.

Quality of Data for Alternative 3, Sub-item 3: Skipper Survey

The nature of the information sought from the post-season vessel operator survey is substantially
different from the objective measures collected in the other surveys. In addition to a series of
yes/no questions, the bulk of the survey is comprised of qualitative questions regarding conditions
in the fishery relevant to salmon bycatch, to which respondents are prompted to provide
descriptive responses. As envisioned, the survey will be administered as an in-person or
telephone interview with a random sample of the population of vessel operators, and in written
form to the rest of the population.

The objectives of the survey suggest somewhat different expectations of data quality compared to
other surveys proposed in the alternatives. To a certain extent, the survey is intended as a
mechanism for validation of the information collected in the other surveys. That is, the survey is
intended to provide NMFS and the Council a broader perspective on both the routine dynamics of
the fishery that would be monitored through ongoing and proposed data collections as well as to
identify anomalous events experienced during the fishery that may be important in interpreting
the more quantitative data collected elsewhere. The broader, more open-ended nature of the data
collection will also provide a structured means of identifying important features of the fishery that
may suggest the need for changes or additions to the more structured, quantitative data collected.

Data quality concerns for the vessel operator survey are largely related to compliance and
response rate, particularly for the written survey. Assuming a mechanism for ensuring compliance
is included for all in the data collections in the final preferred alternative, the most likely data
quality concern for the written survey would be minimal, pro-forma completion that does not
provide any valid or useful information. It would be infeasible to implement a formal validation
protocol such as a records audit for the descriptive data elicited in the survey. As such, data
quality for the written survey would be limited to the extent to which survey participants were
personally motivated to provide accurate and complete information. The interview segment of the
survey is likely to produce both a higher response rate and more detailed and complete answers to
the descriptive questions.

Further work on question formulation and formal pretesting of the survey instrument will be
essential to maximizing the potential for complete and accurate responses. While the survey as
currently drafted relies largely on open-ended, descriptive responses, incorporation of more
categorical responses that impose a lower cognitive burden on the respondent may be possible
with further development and as the range of responses to open-ended questions is identified after
the survey has been administered.

In both the written and interview components of the survey, there is some potential for strategic
bias in responses to some questions that would result in inaccurate or misleading data. For
example, respondents may attempt to portray uncontrollable events during the season (e.g.,
weather) as having a greater effect on elevated bycatch levels than factors under the respondents’
control. This and other bias effects will be addressed in the interpretation of the data.

The timing of the survey is likely to have a significant effect on both the precision and accuracy
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of the responses. Both are likely to decline with a longer interval between the end of the pollock
season and the completion of the survey. If survey completion is delayed for a period of months
after the season, responses will be less specific regarding individual events and other details and
will produce a more general and impressionistic depiction of the fishery as a whole. There may be
somewhat greater latitude in timing for the interview component if the interviews can be
conducted in such a way that they include availability of logbooks or other written records that
can be consulted to improve the accuracy and detail of the responses. Nonetheless, both detail and
accuracy will require that incentives be provided for completion of the written survey within a
period of weeks after the end of the pollock season, and perhaps within two to three months for
the interview component.

One proposed method of cost collection for vessel movement described in Alternative 2 also
includes a method very similar to what is proposed here under Alternative 3. The other method
described in Alternative 2 of having vessels record the amount of fuel each time they move could
provide excellent information if we could distinguish when variation in the data comes from
actual differences in travel conditions rather than from variation in the vessel operator’s
estimation. Vessel operators must estimate the average rate of fuel consumption and the time
required for movement. An alternative (not described under Alternative 2) to this process would
be to have the vessel operator record the rate of fuel consumption at different times and travel
conditions, which could then be averaged and statistically examined for the relationship of fuel
consumption to vessel speed, weather conditions, etc.

Quality of Data for Alternative 3, Sub-item 4: Survey of roe quantity, quality, and revenues

Here we discuss the data quality for the roe quantity and revenue data proposed to be collected
under both Sub-Option 1 and Sub-Option 2 under Alternative 3, sub-item 4. It is not practical to
require the companies within all sectors to report the company grade of roe at the haul level. As
discussed below, there is haul-level sampling that is part of a “quality control” (QC) process, but
this process designates roe at a general roe category rather that at the level at which roe is actually
sold. Additionally, representatives of the off-shore sector have noted that haul-level grading of
the roe at the company standard roe designations would require a significant increase in the
handling of roe that would interrupt standard processing and decrease product value.

If graded haul-level earnings data were available to analysts it would provide the most detailed
information for understanding the expected revenue differentials that exist in one area versus
another with a different Chinook bycatch level. However, in reality data are typically collected at
a coarser scale. Because in-shore catcher vessels do not separate hauls based upon roe content (or
salmon bycatch), trip-level revenue data appears to be the most reliable means for better
understanding the observed trade-offs in fishing for this sector.

By contrast, because catcher processors and motherships take trips that are several weeks in
duration, trip-level data would blend values across a relatively long time-period and spatial
locations and could significantly diminish the resolution of the price signals dictating observed
site choices. As such, for these sectors, recording the daily quantities of roe by grade would
provide analysts more accurate data to evaluate how vessels trade of expected revenues with
salmon bycatch.

One of the challenges in utilizing any roe value or grade data that is collected is determining the

extent to which this information is known and/or utilized by the skipper when making fishing
decisions, especially in light of the uncertainty that exists. Roe quality is a primarily function of
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timing, where fish are caught, and the handling of the roe. However, substantial value differences
may also arise as a result of what happens in the factory or at the roe auction rather than on the
fishing grounds. This suggests that even with data that is reported to NMFS accurately, there is
likely to be uncertainty for vessel operators over the value associated with the pollock while they
target and catch pollock roe, and modeling efforts to incorporate this information should reflect
this uncertainty. The section below on ‘Analytical uses of the data’ addresses this issue.

Another challenge in collecting additional data on roe grades and quality pertains to the number
of grades used by different companies operating in the pollock fishery. Some companies use
more than a dozen roe grades in their portfolio and the labels used to distinguish a particular type
or quality of roe differ among companies. This complexity is one of the motivating factors for
considering the sub-option that only collects information on general classes of roe (standard or
off-grade), although we have also been told that some grades don’t fit perfectly into either general
class. The difficulties in properly interpreting roe grades can in part be offset by collecting
information on the value associated with each company’s grades, as it allows analysts to
“monetize” the roe grade or quality information into a metric that is comparable among
companies. This step facilitates the use of this information in models which compare the revenue
opportunities that exist over time and space during the pollock fishery.

While the format laid out under Sub-option 1 provides the most accurate portrayal of the value of
roe collected, there is a trade-off because the data are collected at the daily/trip level rather than
potentially at the haul level. The alternative laid out in Sub-option 2 would collect the
value/grade information at a more coarse scale but the temporal resolution would improve to the
haul level. Because we do not know the accuracy of the QC data or the variability between hauls
within a day (that is not captured at the daily level), it is very difficult to assess the costs and
benefits of the trade-off. Sub-option 1 provides the most disaggregated detail regarding the value
of roe in the fishery. Sub-option 2 is appealing because fishermen report that they are often
unable to carefully consider the details of the exact roe grade but more the general quantity and
quality, although some companies have internal price estimation mechanisms that fully
incorporate the estimated values of different grades of roe.

With Sub-option 2, there remains significant uncertainty about how accurately the general grade
information is estimated, especially for the inshore sector. Verifying the data collected under this
option would be extremely difficult. In order for this option to be selected, more information
would need to be obtained to suggest that these data are of sufficient quality and that they
accurately reflect the relative roe-value of fishing in different areas. Conversations with industry
indicate that most vessel operators do conduct roe recovery and fish size analysis at the haul-
level, but it is unclear what challenges would exist to developing a standardized interpretation of
this information from different companies and vessels.

In summary, Sub-option 1 could provide a substantial improvement in the information available
to analysts to assess the decisions vessel operators make when they trade-off the value they
receive from pollock with the costs of travel and with salmon bycatch, subject to the caveats
discussed above. The degree to which this is true for Sub-option 2 is less certain.

Here the proposed data collection concentrates on collecting quantities and values of roe because
it is the by far the highest valued product in the fishery (on a per-pound basis), although clearly
there are fish characteristics other than roe value that affect skippers’ targeting strategies. Data
on fish size is collected by the Observer Program, suggesting that we could potentially utilize that
data in the future to incorporate size-based considerations in location choice models. Analysts
intend to pursue further research in this area. However, it should be noted that while the roe-
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value information is important for analysis of the salmon bycatch program, there are likely other
fish or product characteristics relevant to targeting strategies that would not be collected under
this alternative. Including data on other product values would likely improve the quality of the
analysis conducted with the proposed data to be collected under this alternative.

Discussion of analytical uses of the data

The core purpose of the additional data contained in Alternative 3 is to allow for an improved
ability to understand the trade-offs made on the pollock fishing grounds between pollock
revenues and the costs of travel, salmon bycatch purchases, IPA incentives, and other costs of
salmon bycatch.

The rationale to support the consideration of costs and revenues in the evaluation of salmon
avoidance by vessels is that vessels can almost always choose to fish in areas with low salmon,
but they cannot necessarily do this and make an acceptable economic return. The Council
recognizes that this it is impossible to completely avoid salmon when fishing for pollock and has
therefore allowed for the pollock fishery to catch salmon up to a hard cap. The goal of this
research is to provide more information to the Council about whether the effort expended in
avoiding salmon by the fishery is reasonable, from the Council’s perspective, and whether the
incentives present in IPAs are commensurate with the costs of salmon avoidance such that they
are likely to influence behavior at all levels of salmon abundance.

A key aspect of understanding the impacts of Amendment 91 is to examine how it affects where
and when vessels choose to fish and the benefits and costs associated with those efforts. High
salmon bycatch in profitable areas may force vessels to leave these high-value areas; similarly, at
periods of time when vessels are well below the hard cap and overall bycatch encounters are low,
incentives may or may not be sufficient to cause vessels to fish in lower bycatch areas if the level
of bycatch experienced in the higher areas is “acceptable” to the vessel operators.

Vessel operators typically make choices about where to fish by utilizing their own experience and
by speaking with others about fishing conditions in different areas, including information about
roe recovery rates and the quality and the size of fish caught. With their knowledge of their own
operational costs and the revenue that they expect to gain from fishing in different areas, captains
will typically choose the location that they believe will be most profitable in which to fish. This
notion of profit maximization may not be the sole consideration by vessel operators at all points
in time, but its relevance and persistence is the basis for the creation of IPAs. Thus, the
assumption of profit maximization should not be dismissed. One of the decision factors that will
be given additional weight beginning in 2011 is the expected salmon bycatch in different areas.
A major purpose for this data collection is to provide the information necessary to better
understand how the IPA incentives and hard cap affect the decisions that vessel operators make
on the grounds.

Data on travel costs will substantially improve the ability of analysts to understand the impacts of
movement and to compare these impacts to the hard cap and to the incentives contained in any
proposed IPAs. Collecting vessel-specific rates of fuel consumption (combined with existing
VMS and observer data) will allow us to estimate the differences in travel costs that come with
traveling further to fish because of salmon in other areas. Among other research, over time, we
can examine whether and/or how high and low bycatch vessels fish differently.

Because differences in revenues are balanced with differences in costs when vessel operators
choose where to fish, improved data on roe quantity and value will further improve the data
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available for this analysis. Focusing on costs and ignoring the substantial differences in expected
revenue that come with different levels of roe recovery or product grade could potentially provide
misleading estimates of the impacts of salmon bycatch on the fishery. For example, one could
believe that vessels were unwilling to make changes in location for small differences in pollock
recovery, but in fact there were very strong reasons for the vessels to fish where they were
because of the high roe value of fishing in those areas.

With accurate estimates of vessel travel costs and expected revenues, economic analysts can
examine how all of the factors that we observe about vessels, areas, and bycatch appear to affect
the choices that different vessels make. AFSC economists will build upon existing models
developed for the inshore pollock catcher vessel fleet, as well as alternative model specifications
drawn from a robust literature in fisheries economics (e.g., Eales and Wilen 1986, Holland and
Sutinen 2000, Smith and Wilen 2003, Smith 2005, Haynie 2005, Haynie and Layton 2009).

The primary model proposed for this analysis is a discrete choice random utility model (RUM)
that will model vessel choices as a function of expected revenue per site, travel costs/distance,
pollock catch and salmon bycatch rates, remaining pollock quota and salmon allocations, IPA-
related information (e.g., incentives, available savings if applicable), weather conditions,
observed vessel- and cooperative-specific characteristics, seasonal trends, and other factors that
are believed by analysts or industry to affect where vessels choose to fish.

One recent paper (Holland 2008) explores alternative assumptions about how fishermen perceive
risk and rewards. Behavioral economics has raised a number of questions about the assumptions
of economics models in general that are potential considerations for this type of model. Expected
utility theory is the core of the field of economics and assumes that people and firms rationally
maximize utility.

One example cited that illustrates the imperfection of expected utility theory is a study of New
York City taxi drivers that concluded taxi drivers will work fewer hours on days when they earn
more money per hour after they earn a certain total amount of money (this is sometimes referred
to as “satisficing” model). Other research (Farber 2005) has suggested that the methodology of
that particular study was flawed in reaching that conclusion, but the example captures the
complexity of how agents may consider of earnings.

For the pollock fishery, members of industry present differing views of the rationality of
fishermen in choosing locations. Pollock captains speak about their first priority needing to be to
“get their fish.” However, pollock captains report using satellite phones to learn of current catch
rates, fish size, and roe recovery from other vessel operators. In some cases, vessel operators will
call several dozen other people to decide what location to visit. Some cooperatives communicate
expected revenue information from all of their landings to all vessel operators and there are
financial incentives for many vessels to communicate information with other vessels through
revenue sharing within companies.

The references section provides a large number of papers that discrete choice utilize random
utility (RUM) models to investigate the response of fishermen to expected revenues and mileage.
Holland (2008) notes that while there is anecdotal evidence of fishermen not conforming to strict
definitions of economic rationality, there are few empirical studies that demonstrate this. Eggert
and Martinson (2004) look at risk preferences (how vessels respond to variance of returns), and
observe that there are conditions under which they behave in a manner that does not conform to
expected utility theory, namely that some vessels appear to be risk-prone.
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Despite these questions, most of the cited studies find that vessels avoid travel, all other things
being equal, and that after controlling for distance, recent expected catch or revenue in different
areas is an effective predictor of the area in which vessels choose to fish. In this current analysis,
fleet behavior can be examined in low salmon periods to examine how vessels respond to price
and cost signals (e.g., test the implied risk aversion of fishermen to examine their risk preferences
or aversion to risk).

Considering alternative assumptions about how vessels respond to revenues and bycatch will be
part of the process in modeling the vessel response to the IPAs. Haynie and Layton (2009) build
upon conventional models by jointly modeling catch and choice and modeling catch as a Weibull
distribution, which more accurately reflects catch distributions than conventional models. In a
separate project currently underway, Haynie and Abbott are working on improved statistical
modeling of bycatch in the flatfish fishery, recognizing and accounting for the zero-inflated
nature of bycatch.

All of these studies and discussions with fishermen confirm that a broad range of factors drive
such fishing location decisions. The skipper survey contained in this data collection alternative
attempts to capture several of these factors that may or may not appear in the quantitative
information that is collected from the fishery. In addition, variation in vessel characteristics,
technology, and production goals all play an integral role. One example of vessel diversity that
impacts bycatch behavior is that the cost for vessels to travel to more distant and cleaner locations
is greater for some vessels than for others. The relative value of products (e.g., roe) for different
vessels will also impact their willingness to avoid salmon or to pay for additional salmon
allocation if it is available.

Members of industry have commented about the complexity of the fishing decision process and
expressed concern about whether models can capture this complexity. Certainly non-economic
factors can play an important role in where captains choose to fish. Weather and safety play
important roles in vessel location choice, and the presence of salmon avoidance skills and the
adoption of salmon excluder devices and other types of bycatch-reduction technologies will also
impact choices. By recognizing and controlling for some non-economic factors, through both the
skipper surveys and independent weather data collected throughout the Bering Sea, we can better
focus upon how we observe vessels to behaviorally trade-off revenues, travel costs, and salmon
bycatch. To whatever degree captains are actually considering these three factors, there will be
data which will allow for the independent assessment of whether there is evidence that the IPAs
are inducing significant changes in vessels’ fishing behavior. As was noted by one member of the
Council’s economic data collection committee, the Council agreed to a higher cap with the belief
that vessels could respond to IPAs to effectively limit bycatch.

Many hypotheses can be formulated and tested about how an IPA affects vessel behavior. The
following questions/hypotheses are examples of questions that can be evaluated with the collected
data:

e Do differential vessel travel costs affect bycatch behavior?

e Does avoidance behavior differ depending on the prices for different pollock products?

e Are bycatch avoidance costs born disproportionately by certain vessels or cooperatives?
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e Ifthe incentives from the IPA can be financially estimated, do fishermen avoid bycatch
in a manner that corresponds to the incentives? Are fishermen avoiding bycatch beyond
what we would expect from the IPA?

This research is “data analysis” — it involves the statistical examination of how vessels behave
when choosing different areas. It does make some assumptions about the nature of fishing, most
importantly that fishermen are trading off the costs (including travel and salmon bycatch) and
benefits of fishing in different places. The model assumes that they are making decisions
utilizing available information that is on-average not systematically optimistic or pessimistic. But
the heart of the analysis is the examination of the data that we observe for bycatch, costs,
revenues, seasonality, vessel characteristics, weather, etc.

Under the data to be collected under this alternative, we will not always accurately observe the
roe or production bonuses that skippers and crew receive. While having a comprehensive
accounting of the actual bonus structure would be helpful in predicting how vessels would
respond to changes in expected revenues, the collection of actual revenue differentials is likely to
considerably improve the analysis we can currently undertake with existing data. Here we will
examine how vessels respond to differences in revenues, costs, and salmon. Some vessels may be
more or less responsive to differences in revenues, which may be due to different roe bonus
structures, concerns about risks, habits, or other factors. Whatever the precise payment made to a
particular crew, the choice to fish in areas with lower expected revenues (from roe or catch) will
on average produce lower revenues. By modeling the revenue trade-offs of moving to avoid
salmon bycatch, we can estimate (with uncertainty) the average costs of salmon bycatch reduction
at different points during the season.

This analysis will produce information on how vessels respond to changing expectations in
salmon abundance on the fishing grounds. It will examine to what degree vessels are able to
identify changes in abundance and to respond to them in a cost-effective manner.

In addition to the issues discussed above, other related hypotheses can be investigated utilizing
these data. For example, one might expect to observe the “pricing” of salmon at a higher rate on
the grounds during periods of higher abundances. People will work harder to avoid salmon when
there is high abundance than low, so long as there are differences among areas in the levels of
bycatch. One could also examine whether vessels that have lower net costs of moving (both in
terms of their reduction in revenues and increases in travel costs) are more likely to have lower
bycatch.

These data will also provide some information about the costs of bycatch avoidance. Moving
from high-roe areas to avoid bycatch has the potential to cost industry tens of millions of dollars
and there will be extremely limited data available to help us understand this from the status quo.

Collecting these data will also allow us to understand the values that fishers receive for fishing at
different times of the year. Industry representatives qualitatively and quantitatively discuss the
value of fish recovered at different times of the year, but neither NMFS nor the Council possesses
this information.

Contrasting the information available here with the analysis under the status quo, several features
are noticeable. (More detail on research that can be done under the status quo is discussed in
detail under Alternative 1.) Roe data will certainly be most important for the A-season, but to the
degree that vessels are making decisions in the A-season that will affect the quantity of salmon
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quota available throughout the year, the impacts of not having these data will impact analyses of
both seasons.

Without directly collecting cost data, researchers have to estimate costs based on how vessels
trade-off expected revenue with distance traveled (as in Haynie 2005 and Haynie and Layton
2009), or utilize anecdotal averages that have been informally provided by industry. Given that
vessel operators consider their particular estimated costs of fishing in different areas when
operating their vessel, vessel-specific estimates are expected to be much more accurate. Vessel-
specific cost estimates will also allow us to observe how vessels with different costs may avoid
salmon bycatch differently, which could not be done under the status quo.

If implemented, the skipper survey will provide a more systematic means to provide input about
experiences of the fleet in relation to the salmon bycatch program. It has been immensely helpful
for analysts to regularly have conversations with the captains and the formal skipper survey will
ensure that this happens regularly and in a manner that insures broad, comprehensive input from
different cooperatives and companies.

The data collected under sub-items 2-4 of this alternative can be combined with data currently
collected and with those collected under sub-item 1 on pollock and salmon transactions to provide
the most thorough analysis of the salmon bycatch program. The nature of salmon bycatch
transactions (and thus the quality of data collected from the salmon bycatch quota market) is
unknown. If a substantial number of arms-length transactions with no in-kind considerations are
observed in the market, changes in these values will be very informative to analysts about how
difficult and costly it is to avoid salmon bycatch on the fishing grounds. This information can
then be compared with the salmon bycatch avoidance costs implied from models that utilize cost
and revenue data collected under Alternative 3. If the market does not produce sufficient data on
arms-length salmon bycatch transactions, then the modeling discussed above and the examination
of observed bycatch behavior will be the best information available to inform the Council about
the costs and effectiveness of the salmon bycatch program.

Other uses of the data

Aside from the salmon-based questions the Council is presently considering, related questions
may come up in the future. For example, if the Council was interested in how changes in the
structure of an IPA would impact salmon bycatch levels or avoidance behavior, transaction-level
salmon and pollock trade data collected under any alternative, or the fuel cost data collected
under Alternatives 3 or 4, could be particularly useful.

While IPAs may change significantly because of the Performance Standard contained in
Amendment 91, the general way in which the incentives of the previously-developed incentive
plans work is by allowing i) vessel owners to “bank” salmon bycatch and use it at a later date by
keeping bycatch levels below a specified threshold in each year; or ii) by rewarding low-bycatch
levels in a given year with a relatively large share of a financial “ante” pool. Should 1) be
modified in the future to either allow for changes in how much salmon can be banked, or how
long banked salmon can be utilized, estimates of salmon bycatch values can be used to estimate
how changes in access to those valuable salmon privileges would impact the parties governed by
the IPA. Changes to ii) could similarly be evaluated by comparing the size of the new “antes”
one could earn in the IPA with the salmon bycatch value estimates to evaluate whether behavior
could be markedly impacted by the changes. Industry representatives have suggested that the
IPAs currently being developed are of the first variety, where savings now will provide for future
flexibility (though within the limitations of the Performance Standard).
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Together, the transaction data on pollock quota and salmon allocations collected under this
alternative could be informative in the context of assessing trends in profitability in the industry,
which could potentially be impacted by the new salmon bycatch program. Lease price data for
target species quota reflect what vessel operators are willing to pay to land an additional unit of
that species, which according to economic theory reflects the marginal profit earned on that
species. Assuming the transactions can be adequately categorized to facilitate consideration of
arm’s length, cash transactions, the quota lease data should provide an indication of how much
wealth is generated though the lease of pollock quota and salmon bycatch allotments.

In addition to facilitating potential follow-up analyses of salmon-related questions, the
information collected under Alternative 3 could also be quite useful for analysts tasked with
answering other questions pertaining to the pollock fishery. For example, there are other current
and possible future spatial regulations that govern where and when pollock fishing can be
undertaken, including Steller sea lion protection measures, essential fish habitat (EFH)
designations, and general marine protected areas that could be enacted to provide protection for
other species of concern. To effectively analyze the economic impact of such regulations, one
must have knowledge of the costs associated with traveling to alternative fishing sites as well as
the expectations about the net revenues that would be earned in each of the locations. The cost
and earnings data collected under this alternative would provide the data required to address these
questions.

One of the more basic ways in which the additional roe data will be useful is to improve current
estimates of the prices of pollock at both the first-wholesale and ex-vessel levels. The
Commercial Operator’s Annual Report (COAR) collects data on the value of pollock roe, but no
grade or quality information is reported, making it difficult to understand the extent of
heterogeneity in value for the numerous grades of roe. This limitation also makes it difficult to
understand whether roe prices are generally increasing or decreasing, as changes in reported roe
value may reflect changes in roe grade (driven by biological trends or perhaps shifts in market
demand for some grades). In addition, our understanding of the way in which prices paid for
pollock differ during the roe season from the rest of the year is currently incomplete. The fish
ticket and e-landings data do not include any roe bonuses paid to vessel operators after the time of
landing, and the payment data reported in the COAR is at an annual level, so therefore the best
information currently available is an average price of pollock for the entire year, rather than
separate prices for both the roe and non-roe seasons.

The fuel consumption data to be collected under sub-item 2 will have numerous uses. In most if
not all fisheries, anecdotal evidence suggests that fuel costs are the largest expense’. Having
information on the largest portion of the costs of fishing will go a long way toward improving our
ability to estimate the net benefits (revenues less all costs) derived from fisheries. Estimates of
how much fuel vessels burn will also help analysts estimate the economic impacts of fuel price
shocks, such as those in 2006 and 2007. Just as with the roe data discussed above, fuel
consumption data will also facilitate analyses of all management actions which affect the spatial
location of fishing.

The AFA has restricted the ability of the fleet to rebuild vessels. Information on how variation in
costs (between, for example, newer and older or smaller and larger vessels) affects salmon

5 At present fuel cost data is unavailable in most of the fisheries in and off Alaska. However,
discussions with vessel operators and knowledge of fuel costs in other regions suggest that fuel is
largest expense.
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bycatch could provide information into potential biological benefits of allowing the fleet
flexibility in rebuilding.

The greatest benefit of collecting the roe data as part of this Alternative could potentially be
biological. The North Pacific Observer Program currently collects a very limited amount of data
on pollock roe maturity (2 fish for each haul for which an age-length sample is collected). It is
possible that either daily/trip production data or haul-level QC information on roe could be
utilized to supplement/complement this observer process. This information could provide
extremely valuable information about the spawning behavior of the fishery. Biologists at AFSC
have examined how spawning is linked to water temperature and other environmental covariates.
Consistently collecting this information about the pattern of roe grades from cooperating vessels
could provide insight on how environmental conditions affect year-class strength and roe grades.

Alternative 3 Conclusions

Complete observer coverage, as is collected under the status quo, will allow an analysis of how
Chinook salmon bycatch rates change over time, but it will be very difficult to compare the
magnitudes of any economic incentives contained within IPAs with the costs and benefits of
fishing in different locations. Without additional data, it will be challenging to judge whether or
not the incentives are sufficient to alter behavior. It will also be difficult to assess whether
bycatch levels below the hard cap come as the result of the incentives from an IPA or how
bycatch would have varied without an IPA or in the presence of an IPA with stronger incentives.

The primary advantage of Alternatives 3 and 4 over the status quo is that these allow one to
estimate the magnitude of the change in behavior that results from the IPAs. Because travel costs
are unknown and the value of fishing in different locations subject to substantial error, modeling
trade-offs between costs (including salmon avoidance incentives) and revenues must rely on
average miles and gross product values that do not account for the spatial variation in revenues
that come from different valued fish. It is possible that the IPA reports will provide considerable
insight into the performance of the IPAs, but it will be difficult to verify the information in these
reports.

The first sub-item of this alternative involves collecting data on the transactions of salmon and
pollock allocations. The issues involved with collecting these data are described under
Alternative 2, but these data can be valuable in comparing the market value of salmon with the
results of analysis conducted with other data items collected under Alternative 3. For those
observations in which arms-length, cash transactions are observed for salmon bycatch quota, the
value will represent the market price at which salmon bycatch can be purchased. This value can
be compared with the estimated cost of avoiding salmon bycatch on the fishing grounds
throughout the year. Having both of these sources of salmon bycatch value for the pollock
fishery will best inform the Council about the effectiveness of its action.

If the price of salmon observed in the market and the estimated costs of avoidance based upon
examining vessel behavior are high, this would imply that at the bycatch level experienced by the
fishery, avoiding additional bycatch would have been very expensive and difficult. If the price
observed is very low, this implies that it was relatively easy for the fleet to achieve the level of
bycatch that it experienced/achieved. This will inform the Council about the degree to which it is
adhering to National Standards and reducing bycatch to the extent practicable. Information from
the skipper survey will ensure that this analysis thoroughly considers complexities and challenges
that the fleet experiences when avoiding bycatch.
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Sub-items 2 and 4 of this alternative, which propose the collection of vessel travel and bycatch-
reduction gear costs and roe revenue data, have been focused to as narrowly as possible to
address the needs of this analysis process. Many conversations have been held with stakeholders
and the results of that process have helped to improve and refine the questions asked here. Future
pre-testing will further refine the questions asked. The AFSC is ready to quickly refine the draft
data forms so that they can meet OMB, PRA, and other public input requirements.

The question has been asked about whether phased implementation is feasible so that some new
data collection can begin with the implementation of the salmon bycatch program in 2011, even if
all elements of the data collection program cannot be implemented with the start of the program.
Of the data elements above, all items require a similar process of public input, instrument
refinement, and writing of regulations. It is assumed that all data collection elements will not
begin with program implementation. Starting collection after the first year of the program will
nonetheless help facilitate understanding of the costs and experiences of the first year of the
program. Costs are not expected to dramatically change for vessels from one year to the next, so
fuel cost averages could potentially be applied retroactively (skipper surveys can be used to verify
that this is the case). This is unlikely to be as true for roe and other product values, though this
information could potentially be retroactively collected, where available.

Alternative 4 Discussion

Description of Alternative 4, sub-item 5: Survey of daily vessel operating costs (labor.

observer, etc.).

Avoiding salmon bycatch directly increases operating costs by generating additional travel costs
and may also reduce revenue if the new fishing site produces lower product value or catch per-
unit effort. Additionally, if vessels travel further throughout the season, additional costs could be
imposed on the fishery through the extension of the season and the costs that fishing operations
incur from this extension. Because most of the labor participating in the pollock fishery is paid
according to a share system, and the amount of fish caught is determined by the amount of quota
held (not days fished), extending the length of the season would only affect the costs of
employing those individuals who are paid on a per-day basis. Aside from these additional costs,
discussions with industry suggest that another potentially valuable additional cost to track is the
food costs of feeding all the crew aboard the vessel.

Evaluation of data quality for Alternative 4, sub-item 5: Survey of daily vessel operating
costs (labor, observer, etc.)

Discussions with vessel owners and operators at public meetings have suggested that the elements
to be collected under this data item can be reported relatively accurately. In discussion with
industry, we have excluded data quality items that are likely to be “pennies on the dollar” and/or
lead to large confusion in estimation. The costs of food and crew provisions are tracked by all
vessel operators and are typically reported on settlement sheets to crew members. The wages
paid to crew who work on a daily basis may be subject to greater error, however, as all vessel
owners may not currently break out compensation expenses in their records according to the way
in which individuals are paid. If vessel owners begin to break out expenditures in this manner (or
already do so) it should be relatively easy to obtain accurate data. However, if some vessel
owners guess how many daily- or hourly-wage individuals are typically on board and what
they’re typically paid, data quality could be somewhat poor.
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It is worth noting that the entirety of costs incurred from additional days at sea due to salmon
bycatch avoidance may not be captured in this survey. Crew may incur direct losses from
missing openings for other fisheries or opportunities aboard other vessels or for work outside of
fisheries. Plants may also suffer disruptions in processing if vessels miss scheduled deliveries,
which could increase production costs or lead the plant to operate at less than full capacity for a
greater number of days. However, collecting and utilizing such information to analyze the
primary questions of concern by the Council would be very difficult and complicated.

Just as with other variables we have discussed, we should note that even if the information
requested in the cost survey is collected or tracked by industry, data quality problems can arise
when the specific form of the information requested in the survey is misunderstood by
respondents or differs somewhat from the way in which they keep their records. It may be the
case that a respondent’s expenditure records included purchases that reflect activity in more than
just pollock fishing, making it difficult to derive a pollock-specific cost for certain items. Data
quality problems can be mitigated up front by conducting industry focus groups and refining the
survey to reflect any detected misinterpretations, but there will still likely be an evolution in the
quality of the data collected.

Analytical use of the data for Alternative 4, sub-item 5: Survey of daily vessel operating
costs (labor, observer, etc.)

The additional data collected under Alternative 4, sub-item 5 would allow analysts to calculate
the additional costs experienced by the fishery of an additional day of vessel operation. The basic
process of calculating the additional cost would be:

From the collected data, estimate the cost of an additional day at sea for each vessel

Estimate the additional travel time and trips that result from salmon avoidance for each
“vessel

Estimate the additional operations cost per vessel from salmon avoidance

Estimate the total additional cost of salmon avoidance for the fleet.

Across years, compare how the cost estimates change with different levels of salmon

bycatch on the grounds.

These data would allow only the estimation of the direct costs of labor and spending on food
experienced by fishing operations. As discussed above, the impacts of salmon bycatch avoidance
will also be felt by laborers who work longer for the same share of income and by processing
plants that may be forced to slow their processing, extend their season, or spend extra resources
shutting down and restarting the plant. Research could be done to collect data on these costs, but
this would be a much more extensive data collection effort and the analysis would be very
challenging because of the many ways in which processors dynamically make decisions to
increase their profits.

Other uses of the data for Alternative 4, sub-item S: Survey of daily vessel operating costs
(labor, ebserver, etc.)

The data to be collected under this sub-item could be informative in any analysis in which one
evaluates the likely effects of regulations which could lead to a lengthening of the fishing season.
For example, spatial closures or vessel choices could force fishermen to take more lengthy trips
or a greater number of shorter trips, in turn increasing transit time to and from the grounds and
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the number of days a vessel must operate to obtain a given level of catch. Obviously the
additional fuel required (as collected under sub-item 4) would be the largest expenditure
considered in such an analysis, but the cost of feeding crew for additional days and paying those
workers that are compensated by day (rather than through a lay-system) could also be significant.

Alternative 4 Conclusions

The overall conclusions reached for this alternative are identical to those reached for alternative 3
with the exception of the data collection option that differentiates Alternative 3 and 4 (the daily
cost survey, sub-item 5). In particular, this alternative recognizes that the costs of salmon bycatch
mitigation include costs beyond variable travel costs.

The additional daily costs collected under this alternative may provide a more accurate view for
fishery managers to assess the way in which the salmon bycatch program affects the costs of
pollock fishing. In addition, these costs should be considered when evaluating the efficacy of the
IPAs and whether the incentives present in those plans are sufficient to change fisher behavior,
given the relatively complete accounting of bycatch avoidance costs that this alternative provides.
Based upon the data quality and burden estimate discussions above, we believe that this
alternative will be feasible and not overly complex or burdensome. The survey collects two
relatively clear and simple cost categories that we understand vessel owners track on a regular
basis. The one main complication in this effort will be to convert the cost records to a daily
average cost, which will likely produce some measurement and estimation error. At present it is
unclear how large the additional daily costs incurred by longer seasons are relative to other vessel
costs (such as fuel), making it difficult to infer how important this information will be in Council
decision-making processes. In addition, there are very likely other costs of the salmon bycatch
program that are not captured here, such as the way in which the timing and accuracy of plant
deliveries are affected by salmon bycatch avoidance, or the opportunity cost of crewmembers’
time when seasons are extended for those reasons. However, given the complications associated
with capturing those factors, collecting the data contained in this Alternative will improve the
precision of estimates of the cost of salmon bycatch reduction efforts and may improve analyses
of the efficacy of IPAs, while being sensitive to industry burden. This will not completely capture
the costs to industry (especially if it affects plant behavior), but inclusion of the information is
preferable to ignoring these costs that can be relatively easily collected.

Given the simplicity of the additional data collected under this Alternative, it is unlikely to
markedly increase the workload of NMFS staff or the work associated with obtaining Paperwork
Reduction Act (PRA) clearance, which will already be required for the other sub-items within this
alternative. As such, the addition of this data collection element is unlikely to affect the timing of
the overall data collection program or the likelihood of getting it in place simultaneously with the
other aspects of the salmon bycatch program.
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September 28, 2009

Mr. Eric Olson
Chairman
North Pacific Fishery Management Council

Dear Chairman Olson:

We are writing to update you on the development of industry incentive plans (IPA’s) to
address the reduction of Chinook salmon by-catch. Throughout the summer and fall the
industry has been and will continue to work on developing IPA’s that will comply with
the Council’s April 2009 motion.

As a result of operational variability each sector has approached this task separately, with
meetings occurring as frequently as weekly in our efforts to develop effective incentives
to reduce by-catch. At a recent industry meeting we agreed that the best timeframe for the
pollock industry to provide an update on progress would be at an evening session during
the December 2009 Council meeting.

At that meeting it is our intention to present the approach each sector is developing to
accomplish the goals of the industry to reduce by-catch and comply with the April
motion. We look forward to providing the Council family with an update to our plans.

. Sincerely, :
’ < (’ /77 6(4—0\
s > P
= g / W’\ Q L /“ P
FE— ol I8

Glenn Reed Brent Paine Stephanie Madsen M~
PSPA UCB APA

cc: Chris Oliver, NPFMC Executive Director
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NOTE to persons providing oral or written testimony to the Council: Section 307(1)(I) of the Magnuson-Stevens Fishery Conservation and
Management Act prohibits any person “ to knowingly and willfully submit to a Council, the Secretary, or the Governor of a State false
information (including, but not limited to, false information regarding the capacity and extent to which a United State fish processor, on an
annual basis, will process a portion of the optimum yield of a fishery that will be harvested by fishing vessels of the United States)
regarding any matter that the Council, Secretary, or Governor is considering in the course of carrying out this Act.
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The Council requests that staff prepare an analysis of the following alternatives for Initial Review in
/N October 2009:

Alternative 1
Status quo (existing data sources)

Alternative 2A
In addition to the status quo data sources:

(1) Transaction data for salmon — quantity and price of transfers (survey will be used to determine
whether these are arm’s length transactions). As defined by:

Option 1 — Transfer Ledger: All entities holding Chinook bycatch credits will track all transfers
from the beginning of each year in an official ledger that would be submitted to NMFS at the end
of the year.

Option 2 — Compensated Transfer Form: Require that IPAs and AFA Cooperatives summarize
initial holdings of Chinook by vessels or other entities, and that they summarize all transfers
regardless of whether the transfers were “compensated” transfers. For all “compensated”
transfers, each party (transferor and recipient) must complete and submit to NMFS a
Compensated Transfer Form. A transfer is “compensated” if there is an exchange of dollars (or
any currency) for bycatch credits from one party to another.

(2) Information regarding change in fishing grounds:
Defined by the collection of estimated gallons of fuel burned in moving to the next fishing
~ location when moving to avoid salmon bycatch.
[To be used with existing information allowing examination of:
a. For both the original and new fishing grounds, the date, time, bycatch rate, location, and
CPUE of tow.
b. Pollock quota remaining for harvest and salmon allowance remaining at time of event.
c. Time, distance, and use of fuel in searching for cleaner fishing grounds.]

Alternative 2B
In addition to the status quo data sources:
(1) Transaction data for salmon and pollock— quantity and price of transfers (survey will be used to
determine whether these are arm’s length transactions).

By expanding Options 1 and 2 to include pollock quota.
(2) Information regarding change in fishing grounds (as defined under Alternative 2A4)

Alternative 3
In addition to the status quo data sources:
(1) Transaction data for salmon and pollock— quantity and price of transfers (survey will be used to
determine whether these are arm’s length transactions). (as defined under Alternative 2B)
(2) Average annual hourly fuel burned fishing and transiting and annual fuel purchases in cost
and gallons to be used with existing data to:
estimate costs of moving vessels to avoid salmon bycatch (vessel fuel use, transit time,
and lost fishing time).
-~ (3) Post-season surveys of skippers to determine rationale for decision making during the pollock
season (fishing location choices and salmon bycatch reduction measures).
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C-3 Groundfish Observer Program

The AP recommends accepting the problem statement with the following sentence added to the
end: “The restructuring of the observer program will, to the extent practical, allow fishermen to
maintain current fishing patterns and business practices.”

The problem statement as modified passed 19/0.

The AP recommends that the Groundfish Observer Program package be moved forward for
additional development, incorporating the Observer Advisory Committee’s recommendations as
outlined in their report. The AP also recommends the Council and NMFS conduct an outreach to
the fleet during development of this analysis. Further, the AP recommends the Council consider
development of alternative deployment methods for observers.

The AP amended the above motion in order to provide further clarification to the OAC, by adding

an option under Alternative 2 that includes the <60 ft BSAI groundfish sector in the ex-vessel value
fee program. The amendment passed 18/1/1.

The final motion as amended passed 19/0.

D-1(a) Chinook Salmon Bycatch Data Collection

The AP recommends the Council adopt the following Problem Statement:

Problem Statement

In April 2009 the Council approved Amendment 91 to the BSAI groundfish fishery FMP to reduce
Chinook salmon bycatch in the Bering Sea pollock fleet. Under Amendment 91, the pollock fishery has
the option of participating in a NMFS-approved Incentive Plan Agreement (IPA) to access a higher hard
cap than is available in the absence of an IPA. The IPAs provide a new and innovative method of bycatch
management. A data collection program is needed in conjunction with Amendment 91 to understand the
effects and impact of the IPAs. The data collection program will focus on: (1) evaluating the
effectiveness of the IPA incentives in times of high and low levels of salmon bycatch abundance, the hard
cap, and the performance standard in terms of reducing salmon bycatch, and (2) evaluating how the
Council’s action affects where, when, and how pollock fishing and salmon bycatch occur. The data
collection program will also provide data for the agency to study and verify conclusions drawn by
industry in the IPA annual reports. To ensure that a full assessment of the program is possible, the data
collection program should be implemented at the time Amendment 91 is implemented or as soon as
practicable.

To ensure that a full assessment of the program is possible from the start of the program, the data
collection program should be separated into two phases, with a suite of data collection measures
implemented at the time Amendment 91 goes into effect and sent to the Comprehensive Economic Data
Collection Committee after IPAs have been fully developed and submitted to NMFS.

The motion passed 20/0.

The AP recommends that the Council move the analysis of the following alternatives forward for initial
review:
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Alternative 1
Status quo (existing data sources)

Alternative 2A
In addition to the status quo data sources:
1. Transaction data for salmon — quantity and price of transfers (survey will be used to determine
whether these are arm’s length transactions).
2. Information regarding change in fishing grounds:
a. For both the original and new fishing grounds, the date, time, bycatch rate, location, and
CPUE of tow.
b. Pollock quota remaining for harvest and salmon allowance remaining at time of event.
c. Time, distance, and use of fuel in searching for cleaner fishing grounds.

Alternative 2B
In addition to the status quo data sources:
1. Transaction data for salmon and pollock— quantity and price of transfers (survey will be used to
determine whether these are arm’s length transactions).
2. Information regarding change in fishing grounds:
a. For both the original and new fishing grounds, the date, time, bycatch rate, location, and
CPUE of tow.
b. Pollock quota remaining for harvest and salmon allowance remaining at time of event.
¢. Time, distance, and use of fuel in searching for cleaner fishing grounds.

Alternative 3
In addition to the status quo data sources:
1. Transaction data for salmon and pollock— quantity and price of transfers (survey will be used to
determine whether these are arm’s length transactions).
2. Surveys to estimate costs of moving vessels to avoid salmon bycatch (vessel fuel use, transit time,
and lost fishing time).
3. Post-season surveys of skippers to determine rationale for decision making during the pollock
season (fishing location choices and salmon bycatch reduction measures).

..... g i < o1 H 2Ver-conne
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The motion passed 19/1.
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SSC Draft Report October 2009

D-1 (a) Salmon bycatch Initial review salmon bycatch data collection

Mark Fina (NPFMC) and Marcus Hartley (Northern Economics) presented an overview of the
initial review draft RIR/IRFA for four alternatives for a proposed Chinook Salmon Bycatch Data
Collection Program to support assessments of the efficacy and consequences of Amendment 91.
Alan Haynie (NMFS-AFSC) presented an NMFS-AFSC expanded discussion of Alternatives 3
and 4. Public testimony was provided by Ed Richardson (Pollock Conservation Cooperative),
John Gruver (United Catcher Boats), Donna Parker (Arctic Storm), and Bubba Cook (World
Wildlife Fund).

The initial review draft RIR/IRFA does not meet the minimum requirements mandated under
Executive Order 12866 or the Regulatory Flexibility Act. Consequently it is not suitable for
release for public review. Although the draft RIR/IRFA (page 1, paragraphs 4 and 5) includes a
number of suggestions about the types of questions the Council would like to have be addressed
and the types of information that might need to be collected, the draft document does not
articulate a formal problem statement. Under the E.O. and MSFCMA, it is the Council’s
responsibility to articulate a problem statement and the suite of alternatives to be addressed.
Lacking this explicit guidance, the analysts were placed in the inappropriate role of defining the
Council’s interests in these regards. In turn, the lack of a problem statement precludes the SSC
from conducting a meaningful assessment of the extent to which the proposed alternatives are
relevant to the problem statement, whether they offer a sufficiently broad range of options, let
alone whether the actual analysis of the alternatives is appropriate.

SSC rejection of this document should not be construed as a lack of support for data collection.
To the contrary, the SSC’s April 2009 report to the Council states (emphasis as in the original
text):

... implementation of Amendment 91 should mandate preparation of annual reports
that document PSC bycatch rates, Chinook bycatch transfer prices, quantities,
dates, and parties of transfers, payments made in the FIP, and banked salmon PSC
amounts in the SSIP. The annual reports should provide enough information to
allow NMFS, the Council, and the SSC to judge performance, with respect to the
ICA requirements specified in the PPA. In addition, the efficacy and consequences
(e.g., inadequate performance of the ICA would trigger a consequence) of
Amendment 91 should be subject to a thorough program review three to five years
after implementation.

In June 2009, in response to this advice, we were presented with a coarse outline of a data
collection program. At that time we wrote (emphasis as in the original text):

The Council’s purpose for the Chinook PSC Avoidance Data Collection Program is not
clearly articulated. This has resulted in some ambiguity regarding the choice of metrics to
assess program performance, with respect to that purpose, and identification of the data
needed to address those metrics. The question is whether, in the Council’s view, a
functional Chinook PSC Avoidance Program is demonstrated by a simple reduction in
Chinook PSC count in the AFA pollock fisheries or by an increase in net benefit to
society. Data and analytic needs depend on which of these questions is central to the
Council’s purpose for program monitoring and evaluation. The six sample analytic



goals outlined in the discussion paper (page 3) could serve as a focus for refinement
of the Council’s purpose statement. The SSC notes that, while the discussion paper
considers questions that address program effects on some aspects of the pollock
fishery (e.g., incremental operating costs of compliance), it does not address
questions that explore the broader extent to which PSC avoidance savings translate
into increased returns of salmon to their streams of origin (and, thus, value to
people and communities dependent on those returns), nor how Chinook PSC
avoidance compliance may impact profitability, sectoral economic stability,
operational size-sector competitiveness, and consolidation within the regulated
pollock sectors.

The SSC again affirms support for annual reports and other data collection programs
designed to assess the efficacy and impacts of Amendment 91. The RIR/IRFA needs to
identify the questions of interest to the Council and the range of alternatives for collecting data to
address those questions. Review of the Council’s Bering Sea AFA Pollock Trawl Fishery
Chinook Salmon Bycatch Motion suggests that a wide variety of impacts are of interest to the
Council. For example: 1) does the presence of an IPA reduce Chinook salmon PSC to levels
below what would be expected to result from imposition of a simple hard cap; 2) what additional
costs are incurred by vessels to avoid Chinook salmon; 3) do the IPAs lead to avoidance of
Chinook salmon at all levels of Chinook salmon abundance and pollock biomass; 4) do the [PAs
lead to undesired changes in the relative market power of different AFA sectors or among
members of AFA co-ops; 5) are the IPA incentives (rewards/penalties) sufficient to engender
changes in fishing behavior that reduce Chinook salmon PSC below levels that would be
achieved in absence of the incentives; and 6) do the IPA incentives lead to reductions in Chinook
salmon PSC at the individual vessel level or only at the level of the co-op; etc.? The problem
statement needs to clearly identify the questions of interest to the Council; those questions
will dictate what information is needed for analyses; the data collection alternatives can
then be structured as alternative approaches for generating the information needed to
address the Council’s questions.

It is also a concern that, while the draft RIR/IRFA’s implicit purpose is to address the
effectiveness of Amendment 91 provisions to create incentives to avoid Chinook salmon, there is,
as yet, no determination as to which, if any, segments of the fishery will operate under IPAs, nor
is there a determination of which incentives will be built into IPAs that are adopted. Until these
are publicly available, it is not possible for staff to structure analyses to characterize how the
relative effectiveness of Amendment 91 economic incentives might be evaluated.

That said, the SSC expresses its appreciation to the analytical group members for their efforts in
presenting the data and information needs, contained in the subject document package. While
technically deficient as an RIR/IRFA, the information contained in the subject document could, if
the Council desired, be released to the public as a discussion paper, following editorial changes to
remove assertions and structures suggesting the document constitutes an RIR/IRFA. With these
modifications, the paper might serve to facilitate more focused public discussion of the various
data elements, and their potential applications, within the context of evaluating the performance
of the Amendment 91 Chinook salmon PSC reduction program in the AFA pollock fishery.

As staff move forward with the development of a revised initial review draft RIR/IRFA, the
AFSC appendix should be integrated into the analysis or formally appended to the draft
document. In addition, the SSC suggests that the alternatives be restructured to represent
information needs for analyses ranging from qualitative to rigorously quantitative assessments of
the impacts.

~
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NOTE to persons providing oral or written testimony to the Council: Section 307(1)(I) of the Magnuson-Stevens Fishery Conservation and
Management Act prohibits any person “ to knowingly and willfully submit to a Council, the Secretary, or the Governor of a State false
information (including, but not limited to, false information regarding the capacity and extent to which a United State fish processor, on an
annual basis, will process a portion of the optimum yield of a fishery that will be harvested by fishing vessels of the United States)
regarding any matter that the Council, Secretary, or Governor is considering in the course of carrying out this Act.
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