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AGENDA C-1(a-b)

DECEMBER 2002
MEMORANDUM
TO: CounCil, SSC, and AP Members ESTIMATED TIME
. e 6 HOURS

FROM: Chris ther.w (for all C-1 items)

Executive Director
DATE: November 18, 2002
SUBJECT: Crab Management
ACTION REQUIRED

(@) Receive Committee reports and select preferred alternatives for completed trailing amendments.
(b) Discuss EIS progress and alternatives

(a) The following items contained in trailing amendments will be presented to the Council at this meeting:

1)

2)

3)

4)

5)

Captains quota shares (C shares). The Council will be presented the final analysis of options
for allocating 3 percent of harvest shares to eligible captains. Several different options are
proposed for determining eligibility to receive shares, governing share transfers and use,
and limiting ownership of C shares. The analysis examines the different options and their
effects on captains, harvesters, processors, and regions through the interactions of the C
share program with other aspects of the rationalization program.

Sideboard protections. The Council will be presented the final analysis of options for
sideboards to limit efforts of BSAI crab fishermen in the Gulf of Alaska Pacific cod
fisheries.

Alternative protections for communities. The Council will be updated on committee
progress by staff. In addition, analyses will be presented of options for the purchase of
harvest shares by communities and for a cooling off period for the transfer of processing
shares from communities.

Data collection. The Council will be presented the analysis of options to establish a system
to collect economic data for evaluating the success of the rationalization program. The
analysis examines the types of data for collection, the system for collecting those data, and
protecting confidentiality. This analysis will either be in the Council notebooks or delivered
at the meeting.

Mandatory binding arbitration. The Council will be updated on committee progress and on
the contracting of an analysis of arbitration structures using experimental economics.



6) Additional amendments. The Council will be presented analyses of the following additional
amendments or supplemental provisions:

. a provision that would allocate history to owners of sunken vessels for the period
of time affected by the sinking.

. options for allocating a portion of the WAI (Adak) golden king crab fishery to the
community of Adak.

. options for increased harvest share ownership and use caps for CDQ groups.

(b) To take final action on the preferred rationalization program, an EIS evaluating the program and
alternative management of the BSAI crab fisheries must be completed. The central, preferred alternative in
that EIS will consist of the Council’s June 2002 action, combined with action taken on the suite of trailing
amendments (some of which will be resolved at this meeting and some of which will be determined in
February). Staff of National Marine Fisheries Service (NOAA Fisheries), the Council, and the State of
Alaska Department of Fish and Game are currently preparing a draft of the EIS for Council review at the
February meeting. Staff will update the Council of the status of that draft. The Council may also revisit the
selection of alternatives for analysis in the EIS.



AGENDA C-1(a)
DECEMBER 2002

3.17 Data Collection Program

In June 2001, the Council expressed its interest in receiving input regarding ways to objectively measure the
success of the crab rationalization program and asked the Scientific and Statistical Committee (SSC) to
identify objective measures. In October, the SSC presented a tentative list of such measures, identified the
types of data that would need to be collected to construct those measures, stated the need to have mandatory
reporting requirements, and briefly addressed the current data collection programs.

In February 2002, the SSC restated the need for mandatory data reporting as follows:

A critical part of the Council’s ability to understand the social and economic consequences of
implementation of rationalization measures is mandatory reporting of socioeconomic data. For
example, harvest and production costs, expenditure patterns, vessel ownership data including
identifiers (name and address files), employment, and earnings data are absolutely necessary to
determine the magnitude and distribution of net benefits that arise from the granting of an
entitlement to a public resource. If these data had been required as a component of the plan
amendments authorizing IFQs in the halibut/sablefish fisheries and co-operatives in the pollock
fishery, analysts would be in a much better position to identify the likely economic consequences
of the rationalization alternatives currently under consideration for the crab fishery. The SSC
recommends that provision of the data listed above be made mandatory. This action is necessary to
fulfill the Council’s stated desire to have the economic performance of the rationalized crab fishery
evaluated.

The draft report prepared by the Inter-Agency Economic Data Collection Workgroup includes a detailed
discussion of the need for mandatory data collection programs. That report was presented to the Council in
February and appears as section 1 in Appendix 3-7. A discussion paper that identifies objective measures
that can be used to monitor the success of the crab rationalization program, identifies the data required to
support those objective measures, and briefly discuss several issues associated with implementing mandatory
reporting requirements for these data was prepared for the Council in March. The information prepared by
the SSC in October 2001 and additional information provided by SSC economists in March 2002 are used
extensively in the discussion paper. The discussion paper was revised in August to focus on the objective
measures and the data needed to use them. The revised discussion paper appears as section 2 in Appendix
3-7. The part of the initial discussion paper that addressed several issues associated with implementing
mandatory reporting requirements is in section 3 of Appendix 3-7.

The types of measures identified in the discussion paper are intended to allow the Council to monitor the
success of the crab rationalization program in terms of addressing the five problems currently facing the
fishery. Those problems are identified in the BSAI crab rationalization problem statement as amended by
the Council in June 2002. Those five problems and the summary of the problems facing the Council are as
follows:

Problems facing the fishery include:

i Resource conservation, utilization and management problems;

ii. Bycatch and its associated mortalities, and potential landing deadloss;
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iii. Excess harvesting and processing capacity, as well as low economic returns;
iv. Lack of economic stability for harvesters, processors and coastal communities; and
v. High levels of occupational loss of life and injury.

The problem facing the Council, in the continuing process of comprehensive rationalization, is to
develop a management program which slows the race for fish, reduces bycatch and its associated
mortalities, provides for conservation to increase the efficacy of crabrebuilding strategies, addresses
the social and economic concerns of communities, maintains healthy harvesting and processing
sectors and promotes efficiency and safety in the harvesting sector. Any such system should seek
to achieve equity between the harvesting and processing sectors, including healthy, stable and
competitive markets.

Between the April and June 2002 Council meetings, informal discussions were held with members of the
agencies involved in crab management and the fishing industry regarding the collection of economic data.
While these meetings did not define a complete programto collect economic data for the BSAI crab fisheries,
they did provide insights into the types of data that would be required and some of the concerns members
of industry have with providing the data. These issues are discussed in more detail in section 4 of Appendix
3-7.

The following Council motion made in June 2002 is a response to the SSC’s recommendation, the
information in the draft report and discussion paper, and comments from the fishing industry and other
participants in the Council process.

14. The North Pacific Fishery Management Council and the National Marine Fisheries Service shall
have the authority to implement a mandatory data collection program of cost, revenue, ownership
and employment data upon members of the BSAI crab fishing industry harvesting or processing fish
under the Council’s authority. Data collected under this authority will be maintained in a confidential
manner and may not be released to any party other than staffs of federal and state agencies directly
involved in the management of the fisheries under the Council’s authority and their contractors.

A mandatory data collection program shall be developed and implemented as part of the crab
rationalization programand continued through the life of the program. Cost, revenue, ownership and
employment data will be collected on a periodic basis (based on scientific requirements) to provide
the information necessary to study the impacts of the crab rationalization program as well as
collecting data that could be used to analyze the economic and social impacts of future FMP
amendments on industry, regions, and localities. This data collection effort is also required to fulfill
the Council problem statement requiring a crab rationalization program that would achieve “equity
between the harvesting and processing sectors” and to monitor the “...economic stability for
harvesters, processors and coastal communities”. Both statutory and regulatory language shall be
developed to ensure the confidentiality of these data.

Any mandatory data collection program shall include: A comprehensive discussion of the
enforcement of such a program, including enforcement actions that would be taken if inaccuracies
in the data are found. The intent of this action would be to ensure that accurate data are collected
without being overly burdensome on industry for unintended errors.
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3.17.1 Data Collection Developments Since the June Council Meeting

Before the June Council meeting, the Council appointed a workgroup comprised of members of the crab
harvesting and processing sectors to develop a proposal for collecting economic data. That workgroup has
met five times with agency staff present and at least three times on their own since the June Council meeting
and a sixth joint meeting is scheduled before the December Council meeting. The workgroup focused on
what data should be collected, how it should be collected, the rules regarding access the data, and how the
data will be used after it is collected. Minutes from each of the meetings where agency staff was present are
attached as Section 5 of Appendix 3-7.

The purpose of forming the crab data collection committee was to bring together representatives from
industry and the state and federal agencies to develop the structure of a mandatory data collection program.
Given that existing data collection mechanisms compile very limited economic data, an expanded data
collection program will provide the additional data required to analyze the effects of any crab rationalization
program that is implemented and of future FMP amendments. The benefit of a collaborative approach
between industry and agency staff is that it allows the committee to exploit the specific areas of expertise
possessed by both groups.

The analysts are well aware of the measures that are best suited to address the questions posed by the Council
and the data required to support such measures. The industry is best informed about the way in which
records are typically kept, the frequency with which they are recorded, the difficulty involved in providing
these records, and the likelihood of inaccuracies and reporting errors associated with certain types of
information. Input by both parties is essential to developing a successful data collection program. For
example, the data that economists perceive as the most desirable for constructing accurate and robust
measures may be too burdensome for industry to provide. Similarly, the data that industry finds most
convenient to provide may not allow the analysts to address the questions posed by the Council, or do so with
a sufficient degree of confidence. Therefore, a mutual concerted effort should result in an ability to construct
the most sound and informative measures at the least cost and inconvenience to fishery participants.

Before the initial committee meeting, representatives from the state and federal agencies met to discuss the
Council’s problem statement, objective measures to assess the effects of rationalization on those problems,
and the data required to construct the measures. In drafting the specific data elements that would be needed,
the agency participants began by first examining two “worksheets™ developed by crab processing and
harvesting industry members, respectively. These forms were thought to reflect the data that industry would
prefer to have collected.! Because the data offered in the worksheets was significantly less detailed than that
necessary to address many of the Council’s questions, state and federal analysts expanded the industry
surveys to facilitate construction of the objective measures. The level of detail requested in the initial agency
draft surveys would allow analysts to 1) summarize any changes in revenues and costs that occurred after
rationalization; 2) explain the sources and causes of changes in revenues and costs, and separate the effects
of rationalization from other sources (such as market or stock effects); and 3) predict how changes in
regulations or market factors may affect the revenues, costs, and harvesting/processing decisions of industry
participants.

This initial agency draft survey was presented to industry representatives at the first joint meeting of the crab
data collection workgroup and agency staff’>. Agency representatives asked for feedback regarding data

! The processor worksheet was part of a document prepared by Moss-Adams for the Council. The harvesting vessel
worksheet was of a similar format, though less detailed.

2See section 6 of Appendix 3-7 for the most recent versions of those surveys.
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requests that were 1) too burdensome; 2) asked for at a frequency that differed from the way in which records
are typically kept; 3) phrased unclearly; or 4) based upon costs that would be difficult to allocate solely to
BSAI crab operations, or to the particular vessel or plant. Issues were identified by industry in all four
categories, and all suggestions were noted and incorporated into the surveys. The March 2002 discussion
paper was also distributed at the meeting. The focus of the paper was the objective measures that would
likely need to be constructed to address the Council’s stated issues of concern and the basic data
requirements for doing so. An additional aim of the paper was to explain why the data elements included
in the initial draft survey were being requested.

At the second joint meeting, the revised agency draft surveys were presented and discussed, and additional
industry feedback was requested. Industry provided verbal suggestions on ways to improve the surveys and
gave handouts detailing how their records are often kept.> Industry also requested more detail regarding how
each requested data element would be used, and the specific measure that would be constructed. In
preparation for the following meeting, all specific suggestions from the last meeting were incorporated, the
changes were noted, and an additional discussion paper was prepared. The goal of this paper was to present
each objective measure that could be constructed to address the Council’s problem statement (and their five
issues of greatest concern), and the specific data required for each. An appendix that attempted to explain
the role of statistical inference, biases and problems that arise when aggregating over vessels or plants, and
the need for a sufficient number of observations in economic models, was also included.

This document and the newly revised agency draft surveys were discussed in detail at the third joint meeting.
All specific industry suggestions regarding the surveys were itemized for inclusion in the revised surveys.*
The remaining industry concerns that were voiced in the meeting essentially revolved around collecting data
on four firm-level “fixed cost” elements that industry felt would be difficult to allocate or prorate to a single
vessel or plant. In addition, harvesting vessel representatives posed an objection to requests for trip-level
detail on landings, crew payments, pot losses, and average soak time. On this issue the agency staff
requested additional time to consider the effects of dropping the items, and later agreed to do so. Atthe end
of this meeting, it was suggested that industry get together in the absence of agency in order to discuss their
specific concerns and desires regarding the data collection program.

After the first industry-only meeting, industry representatives distributed documents outlining the results of
the meeting. The documents contained each industry group’s® proposal for the specific data that should be
collected. Their proposals varied in the level of detail they indicated they would like to provide, but were
much less detailed than the existing draft surveys.

The industry proposals were discussed at the fourth joint meeting. At that point in time, members of
industry in general agreed to provide additional information on employment, revenue, variable costs and

3 Suggestions were also received via e-mail after the meeting. These suggestions were incorporated into the current draft
surveys.

4 1t is worth noting that up to this point in time, nearly every specific industry suggestion or request had been
accommodated by agency personnel. This includes both altering the survey instruments and creating papers and
documents to explain the role and needs of each type of data requested.

5Three proposals were submitted at that meeting. One came from the processor sector. Two other proposals were
provided by members of the catcher vessel sector. The catcher/processor sector provided oral comments on their position
at the meeting, and those ideas are reflected in the minutes from that meeting. The three written comments are appended
to the minutes.
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ownership®. That information can be used by analysts to provide information for some of the Council’s areas
of interest. The information on costs that industry proposed to provide basically covered variable costs.
These estimates of total expenditures can be used in conjunction with revenue data to monitor the quasi-rents
generated in BSAI crab fisheries only, but do not allow one to discern whether cost changes are due to
changes in the quantities of inputs used (due to, say, increased efficiency/productivity) or changes in input
prices. Information on the input quantities used (or their prices) must also be provided with the cost data if
analysts are to understand the reason for the cost change. Furthermore, the data proposed by industry at that
time did not provide analysts with the information necessary to estimate profits or conduct community impact
analyses.

In sum, the level of detail proposed by the industry prior to the October Council meeting would have allowed
analysts to calculate a portion of the objective measures identified in the discussion papers mentioned earlier
in this document, and to compare those measures in the pre- and post-rationalization periods. However,
analysts would generally be unable to determine why costs have changed and if such changes were
principally the result of the crab rationalization program. These limitations also make it unlikely that
analysts would be able to make predictions regarding the effects of the program or effects of changes in the
program design. Some fixed cost information will also be required to understand changes in variable costs
(fixed costs related to capital equipment and salaried employees) or conduct community impact analyses.
See Section 7 of Appendix 3-7 for a detailed list of objective measures of the effects of the crab
rationalization program and the analysts’ ability to construct those measures given the September proposals.

At the fifth joint meeting, the workgroup reviewed a staff paper describing the actions taken by the Council
at their October meeting and focused on issues identified in the Council’s October motion. The issues are:
1) the need and usefulness of fixed cost data; 2) the need and best way to collect information on location of
purchases; 3) the usefulness of a third party data collection system and how it would function; 4) the costs
of the program; 4) the need for arms length transaction data on prices; 5) the need for additional community
data; 6) crew day estimates; 7) data verification and enforcement; and 8) providing additional protection for
confidential data.

3.17.2 Analysis of the Council’s October Motion

Given concerns over the depth of analyses that could be performed with the data collection elements
proposed by industry prior to the October Council meeting, the Council identified three alternatives that
would provide more complete information for analyzing the effects of rationalization and future FMP
amendments. Each alternative essentially involves collecting varying degrees of the elements contained in
the surveys developed by staff members at the Alaska Fisheries Science Center, other agencies staff, and the
data collection workgroup appointed by the Council. Specifically, each alternative proposes mandatory
collection of the variable cost data included in the surveys, but differs in the amount of fixed cost data that
would be provided. Each alternative also contains two sub-options that represent different methods of
collecting disaggregated data on the location of various expenditures (which could be used to assess
community impacts associated with rationalization and future FMP amendments). Both the alternatives and
sub-options were developed to provide a broad range of options for the Council to consider in December.
The language of the alternatives refer to the draft surveys dated 9/18/2001 in the Council’s October
notebook. The alternatives and sub-options, as included in the Council’s motion, are presented below:

Alternative 1. Complete the analysis with the section on fixed costs (e.g., section 6.2 in the cost data
surveys).

®See the position papers attached to the September 5 minutes of the workgroup (in section 5 of Appendix 3-7)..
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Alternative 2. Complete the analysis without the section on fixed costs (e.g., section 6.2 in the cost data
surveys).

Alternative 3. Complete the analysis with a subset of the fixed cost data in section 6.2 in the cost data
surveys.

Each alternative included the following two sub-options:

Sub-option 1. Utilize disaggregated expenditure and purchase data to measure impacts to communities
acquired by mandatory data collection

Sub-option 2. Utilize disaggregated expenditure and purchase data to measure impacts to communities that
are provided through a program analogous to the UAF-ADFG on-going opilio impact study.

Alternatives 1 through 3 will be addressed first in this discussion. The sub-options will be addressed later
in the document. The paper is structured this way because the three primary alternatives focus on issues
related to the collection of fixed cost data, while the sub-option address methods that could be used to collect
data on the location of expenditures for use in community impact analyses.

The Council motion indicated that they preferred to focus on costs related to a firm’s crab production. Given
that understanding, the focus of this analysis will be on data elements related to the BSAI crab fisheries.
However, the Council also indicated that they may consider expanding the scope of the program if it were
needed to explain impacts of crab rationalization. It should be emphasized that the current alternatives (and
draft surveys) do not elicit cost information for non-crab activities and therefore, would not allow analysts
to evaluate the overall effect of crab rationalization on a firm’s economic performance (i.e., quasi-rents and
other measures of interest) if they participate in fisheries other than BSAI crab. Objective measures could
simply be computed for the BSAI crab component of a firm’s overall operation, and not for the firm as a
whole. This means that the Council would continue to have a limited ability to monitor the overall economic
performance of those participants in the BSAI crab fisheries that engage in other fisheries.

Therefore, if the Council wishes to facilitate a broader analysis, it will need to specify an alternative in which
the variable cost data to be collected would be expanded to include non-crab activities. The fixed costs
elements to be collected would be the same as those being considered in Alternatives 1 through 3, and would
no longer need to be prorated between crab and non-crab activities.

Before discussing each alternative and the various fixed costs that would be collected within it, we will
present a summary of the fixed cost variables contained in the draft surveys. Table 3.17.1 lists the categories
of fixed cost variable under consideration and indicate the general type(s) of analysis for which each category
of fixed costs is useful or necessary.
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Table 3.17.1 Fixed Cost Data and its Role in Analyses

Fixed Cost Category Types of Analysis for Which Data is Useful
Quasi- Community Assess Changes
Rents Impact in Economic
Analyses Health/ Profits
Insurance No Can be’ Yes
Property Taxes No Yes Yes
Principal Payments No Can be Yes
Interest Payments No Can be Yes
Capital Improvements Yes Can be Yes
Repair and Maintenance Yes Can be Yes
Salaries for Foremen, Managers, and Other Plant or Yes Yes Yes
Vessel Level Employees
Other Plant/Vessel Specific Costs Can be Can be Can be

Alternative 1

Alternative 1 would mandate the collection of all the fixed costs listed in the 9/18/2002 surveys associated
with the crab portion of a firm’s operation. These categories are presented in Table 3.17.2 for each of the
four sectors. The table reports a “YES” if the sector is asked to report the fixed cost, a “VC” if the cost is
already included in the variable cost section of the survey?®, an “N/A” if the cost is not relevant to that sector,
and a “NO” if the information is not going to be collected. A similar table will be presented for alternative
3 (the “some fixed costs” alternative).

7 The fixed cost elements that “Can be” useful in community impact analyses are useful in situations where the
expenditure occurs in a community under study. Property taxes and salaries were categorized as useful since there is
little ambiguity that these expenditures serve as a flow of income to community inhabitants. For all other fixed cost
elements, it is possible that such expenditures flow elsewhere and may not be used in community impact studies.

8The classification of insurance costs (fixed vs. variable) differs between vessels and plants because industry

representatives indicated that vessel insurance costs can be quite variable depending on activity levels, while plant
insurance costs are not as dependent on activity levels.
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Table 3.17.2: Fixed data to be collected under Alternative 1.

Sectors for which Surveys are Being Developed

Fixed Cost Category -

Processors | Catcher Catcher/ Floating

Vessels | Processors | Processors

Insurance Yes vC vC vC
Property Taxes Yes N/A N/A N/A
Principal Payments Yes Yes Yes Yes
Interest Payments Yes Yes Yes Yes
Capital Improvements Yes Yes Yes Yes
Repair and Maintenance Yes Yes Yes Yes
Salaries for Foremen, Managers, and Other Yes Yes Yes Yes
Plant/Vessel Level Employees
Other Plant/Vessel Specific Costs Yes Yes Yes Yes

More detailed descriptions of the fixed cost categories are presented below. Those descriptions provide
information on the data that would be collected, a discussion of ways in which the data are useful, and
concerns that have been raised by industry representatives over the collection and use of specific categories
of fixed cost data. These summaries attempt to convey the discussions that have occurred within the data
collection committee meanings, and therefore reflect the minutes from Section 5 in Appendix 3-7. The
potential value of collecting some of the fixed cost elements is an ongoing topic of discussion between
agency economists and industry, and the industry workgroup has not reached a consensus on some
of the issues. For this reason, and because the workgroup did not have adequate time to review the
discussions provided in this document, industry may present additional or modified opinions than
those expressed to the Council during this or the February meeting.

Insurance: This information would be used to track changes in insurance costs within a plant, and perhaps
track the contribution of insurance payments to communities (if the money is spent in the communities that
are being analyzed). Changes in insurance costs are particularly important if they are a result of the crab
rationalization program. For example, heightened safety in rationalized fisheries may decrease the likelihood
of an accident and bring about lower insurance costs for vessels. Insurance costs are required to estimate
profits.

Members of industry have indicated that changes in the cost of insurance may arise for reasons other than
crab rationalization. For example, a plant or vessel may change the level of insurance coverage they carry,
change the deductible, or access different rates by changing the provider. Any of those changes could impact
the amount a plant would pay for insurance, and attributing those factors to crab rationalization would yield
misleading results. While it is true that analysts will be generally unable to identify the exact cause of

changing insurance costs, ignoring the role of insurance costs altogether may present a more significant
problem.

Property Taxes: Property taxes are only relevant for plants that operate on shore. Vessels operating at-sea
do not pay property taxes, so this category of fixed cost does not apply to them.
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Property taxes may be important in understanding community impacts that result from structural changes in
the crab fisheries. Taxes paid by seafood processors are likely an important component of some rural
Alaskan communities’ operating budgets. Property tax data are required to estimate profits. Note however,
that if property taxes are not collected as part of the survey, they are part of the public record and could likely
be obtained from other sources.

Members of industry workgroup did not raise specific concerns over the collection and use of property tax
data.

Principal Payments: Principal payments on loans are included for all sectors surveyed. Although these
payments do not affect profits or quasi-rents, they can represent a substantial financial commitment for a
firm. Therefore, these payments can be used in generating measures of economic health. One example is
the ratio of principal payments to revenue. Boat payments are included in the annual cost data collected in
the two mandatory economic data collection programs that NMFS implemented on the east coast.

Members of industry have expressed concern over how these data would be used. They indicated that debt
load is only one of many indicators of economic health, that the value of principal payments made may not
accurately reflect the underlying debt load, and even if it did, debt load could be misconstrued without
information related to the equity of the firm. For example, a firm allocated IFQs may be in a better position
to borrow money using their IFQs as collateral, or may make larger principal payments if it undertook more
debt. Furthermore, it may also be difficult to allocate debt to the crab production of a firm if the firm is
involved in other species.

Interest Payments: Interest payments reflect the cost a firmincurs to borrow money. Members of each sector
utilize short or long term loans to finance their operations. The cost of borrowing that money is reflected
by the interest payments.

Interest payments provide information in two important areas. First, interest payments, in many cases,
represent a significant portion of a firm’s costs. Second, the interest payments provide an indication of the
underlying debt load, which is an indicator of the well-being of the firm. Because interest payments can
represent a significant cost to firms, this information is also useful for conducting net benefit analyses (such
costs are included in the producer surplus calculations®). Interest payments could also be included in
community impact analysis, depending on the location of the institution granting the loan.

Members of industry noted that it would be difficult to attribute interest payments to the crab portion of a
firm’s business. In some cases, banks will ask for collateral that is not related to where the loan is being
used. For example, a firm may use an asset for collateral that is part of their crab operation, but the money
obtained from the loan would be used for another fishery. Situations such as this will be difficult to reconcile
and could be subject to misinterpretation if the loan is not tied directly to crab operations. For this reason,
analysts request that data on interest expenditures be provided only when it is actually crab related.

Capital improvements: Capital improvements are the annual costs associated with purchasing new
equipment or upgrading the plants and vessels involved in the crab fishery. Capital expenditures often have
effects on the quantity of variable inputs one must use in harvesting or processing, and thus they help analysts
understand changes that have occurred in variable input costs. For example, if a firm reduces labor costs by
purchasing new equipment, without information for those fixed costs the analyst would overstate the cost
efficiencies afforded by crab rationalization. If the post-rationalization gains in quasi-rents (or decreases in
variable costs) are to be analyzed, analysts will need to be cognizant of the primary factors that affect them.

Total costs would exclude transfer payments (payments made where no goods or services are purchased) such as taxes.
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In general, members of industry agreed that collecting information on these costs that are related to crab
fisheries are necessary for the analysts to understand changes in variable costs. Because the Council’s
current focus appears to be only those costs associated with crab production, only capital expenditures related
to crab would be collected. Capital improvement costs that are only related to the production of other species
would not be collected, and any that relate to both crab and other species would be prorated.

Repair and Maintenance: Repair and maintenance (R&M) costs are the annual costs associated with keeping
existing plants, vessels, and equipment in proper working order. These costs do not include any
improvements made to the facilities/vessels.

As with capital improvement costs, only the costs related to crab fisheries would be collected. Costs that are
incurred in the production of other species would not be collected, while costs that are incurred in the
production of crab and other species would be collected and prorated.

R&M costs are an important element of a crab operation, and changes in those costs may occur post-
rationalization due to consolidation. For example, if a crab harvester purchases quota he is likely to expend
more time and effort fishing with his boat, which would result in higher R&M costs. In addition, R&M
expenditures represent an essential part of community impact analyses.

Members of industry have cautioned the analysts that there are normal fluctuations in R&M costs that should
be considered when analyzing the effects of crab rationalization. For example, some repairs are on a one
year cycle and some are on a two year cycle (or longer). Care must be taken when looking at variation from
year to year, so that cyclical costs are accurately represented. In general, members of industry agreed with
the need to collect R&M costs.

Members of industry have also noted that the distinction between capital improvements and R&M costs is
not always clear. Therefore, it is important to collect both of these fixed cost categories.

Salaries for Foremen, Managers, and Other Plant or Vessel Level Employees: These are the wages/salaries
paid to persons who oversee or support the crab operations, but are not physically involved in the harvesting
or direct processing of crab.

Agency staff requested this information to better understand the overall employment needed (and costs
incurred) to conduct the BSAI crab fisheries. Estimating changes in the overall level of employment and the
cost of employing these individuals would not be possible if these data on support staff were not collected.
Furthermore, this information is useful in understanding changes in variable costs (and thus, quasi-rents) that
may occur after rationalization. Industry has indicated that substitution is possible between direct processing
labor (a “variable” cost) and salaried labor (a “fixed” cost), and the structure of employment may change
after rationalization. Therefore, if expenditures for salaried employees are not accounted for, estimates of
labor cost savings afforded by rationalization may be biased.

Members of industry are concerned that accurately assigning the time these people spend overseeing the crab
operation will be difficult for processors. For example, some plant managers may have more than one
operation underway simultaneously. In such cases, analysts would be required to allocate the cost of these
employees among the activities being undertaken.

Other Plant-Specific Costs: The workgroup did not identify any other major fixed cost categories, but
included an “other” category just in case a firm has fixed costs that were overlooked.
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Additional Elements to be added to 9/18/2002 Surveys:

Assessed Plant Value, Insured Plant or Vessel Value: While these values are not “fixed costs”, agency staff
request that information on both the assessed and insured value for plants, and insured value for vessels (as
they are not assessed regularly), be provided. Plant information could be used as an indicator of the value
of the plant, and thus, help to determine the “sunk costs” of a crab plant. It has been argued in the past that
these facilities have no (or very limited) other use(s). Information on the plant value could therefore help
members of the public understand the level of unrecoverable investment if processing was no longer viable
at a specific location. Furthermore, the value of the plant can be used as an indicator of the capital stock
when measuring capacity and capacity utilization. Currently, analysts have no other means of quantifying
the capital stock, which will make it difficult to determine whether any substantial differences in variable
costs (and thus, quasi-rents) among plants are due to advantages in efficiency or productivity, or due to
unaccounted differences in the amount of capital equipment they employ.

Insured vessel value could be used for similar purposes, although basing value estimates solely on insured
values could be problematic. The insured value of a vessel reflects not only the underlying value of that
vessel (or a replacement vessel), but other factors related to the risk preferences of the vessel owner.

Industry has indicated that assessed values would be much more reliable than insured values, which they
consider to be too confounded to convey an accurate representation of the value of the vessel. Therefore,
in cases where a recent survey has been conducted (for use in a loan or vessel assistance program), such
information would be preferred. However, analysts should be aware that assessed plant values often reflect
more than just the processing facilities, and therefore may not be comparable across plants. Furthermore,
there may also be difficulties in prorating the value of the plant and equipment to crab when a firm engages
in multiple processing activities.

Alternative 1 Conclusions: Collecting information on all of the fixed cost categories listed in the surveys
would allow analysts to compute estimates of the profits earned solely in the crab portions of their
operations. This would require analysts to prorate’® any fixed costs that are not solely crab-related
expenditures, which would likely vary according to the method used to prorate the costs. However, ignoring
these fixed costs (i.e., assuming that they are zero, or do not differ among firms or over time) would probably
introduce larger inaccuracies. Given that crab processors typically engage in multiple operations, and
harvesters tend to focus primarily on crab, the prorating problems are likely to be a more significant concern
when analyzing processing operations.

Information on all of the fixed cost categories is not necessary to conduct an analysis of quasi-rents.
However, three components (capital improvements, repair and maintenance, and payments to salaried
employees) are important factors in the determination of quasi-rents, and would markedly improve analysts’
understanding and assessment of changes in quasi-rents (and capacity utilization) for both harvesters and
processors.

All of the fixed costs, except property taxes and principal payments, would be needed to conduct a net benefit
analysis. Conducting a net-benefit analysis of the BSAI crab fisheries would require prorating any fixed
costs that are shared between crab and non-crab operations. Given the potential problems associated with

"The need to allocate fixed costs is not unique to the crab fisheries. Fixed costs are typically prorated using one of
several methods, including purchased pounds, finished pounds, days of operation, or gross revenue. Because the prorated
costs can differ according to the method selected, it is preferable to record the total expenditures and have the analysts
prorate with more than one method. The extent to which the fixed costs differ by prorating method gives an indication
of the reliability of the prorated costs.
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allocating the fixed costs that are not solely crab related, industry representatives have indicated that they
would be suspect of such numbers. As evidence, some industry members claimed that they do not allocate
such costs in their internal calculations due to these concerns.

Community impact analyses would likely utilize all of the fixed cost data (except principal payments), in
cases where the expenditures occurred in the region of interest. Although it is possible to collect the property
tax information from other sources, that would increase the cost of collecting that data.

Alternative 2: With Alternative 2, none of the fixed cost data (listed in the tables shown under Alternatives
1 and 3) would be collected. The only cost data to be collected would be the variable costs listed in the other
sections of the surveys.

Alternative 2 Conclusions: This alternative would not allow the analysts to have access to data that would
help explain the source of observed changes in variable costs. Without accounting for expenditures on the
capital inputs (new purchases and repairs) used in crab operations, analysts will be unable to understand if
changes in variable costs occur due to rationalization or due to increased investment in capital. Without
accounting for both the variable and fixed (salaried) costs of labor used in crab harvesting and processing,
biased estimates of labor cost savings may be generated. Omission of these fixed cost elements will likely
lead to less than satisfactory quasi-rent analyses. This alternative would limit the ability of analysts to
estimate community impacts and prevent them from estimating profits (even in the BSAI crab portion of their
operations). A majority of the objectives for the crab data collection program would not be met with this
alternative.

Most members of the industry workgroup have indicated that they understand the importance of collecting
data that would help explain changes in variable costs (and thus, quasi-rents) and that would allow a more
complete assessment of community impacts. Members of industry have often said that they want staff to be
able to conduct accurate and meaningful analyses, and support the collection of data are useful to achieving
that goal.

Alternative 3: Alternative 3 would collect some of the fixed costs listed in the survey. Given that the surveys
will allow calculation of quasi-rents in crab operations, in this discussion we will assume that “some” fixed
costs refer to those needed to conduct a quasi-rent analysis.

To conduct a quasi-rent analysis, the three categories that would help explain changes in variable costs are
“capital improvements”, “repair and maintenance”, and “salaries for foremen, managers, and other
plant/vessel employees.” Those three categories were discussed under Alternative 1, and are shown as
“YES” in Table 3.17.3. Both agency staff and industry representatives have, in general, agreed that data
should be collected for those data elements that provide a basis for understanding changes in variable costs.
Furthermore, these three “fixed” costs represent important elements for conducting community impact

analyses.

Alternative 3 Conclusions: Alternative 3 provides analysts the ability to compute quasi-rent estimates,
investigate whether any observed changes should be attributed to the crab rationalization program, and
account for many of the expenditures that affect fishing communities. However, if the Council wishes to
conduct a formal community impact analysis, or assess changes in profits from crab activities, additional
information will need to be collected. The former could be done on periodic mandatory surveys that focus
on the detail location of all expenditures. A further discussion is provided in the analysis of the sub-options.
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Table 3.17.3: Fixed data to be collected under Alternative 3.

Sectors for which Surveys are Being Developed

Fixed Cost Category -
Processors | Catcher Catcher/ Floating
Vessels | Processors | Processors

Insurance No vC vC VvC
Property Taxes No N/A N/A N/A
Principal Payments No No No No
Interest Payments No No No No
Capital Improvements Yes Yes Yes Yes
Repair and Maintenance Yes Yes Yes Yes
Salaries for Foremen, Managers, and Other Yes Yes Yes Yes
Plant or Vessel Level Employees

Other Plant or Vessel Specific Costs Yes Yes Yes Yes

In summary, the three alternatives discussed above provide various levels of detail on “fixed” costs incurred
in the harvesting and processing of crab. In an attempt to show more specifically the objective measures that
can be computed to address the issues the Council has expressed interest in, we provide Table 3.17.4. This
table lists each of the objective measures identified by the SSC and agency economists (to assess the effects
of crabrationalization) along with the corresponding confidence in the measures that could be obtained under

each of the alternatives:
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Table 3.17.4 Objective Measures and Confidence of Estimates Under Each Alternative!!

Measures

Confidence in
Estimate Under
Alternative 1

Confidence in
Estimate Under
Alternative 2

Confidence in
Estimate Under
Alternative 3

Issue: Excess Harvesting and Processing Capacity and Low Economic Returns

Harvesting capacity Good estimates can be | Standard CU measures | Good estimates can be
and capacity utilization | made. cannot be adequately made.

(CU) constructed.

Processing capacity Good estimates can be | Standard CU measures | Good estimates can be
and capacity utilization | made. cannot be adequately made.

constructed.

Harvesting sector
profit for BSAI crab

Estimates can be made;
confidence depends on

No estimates can be
made.

No estimates can be
made.

only (total revenue - the number of fixed
total cost costs prorated between
crab and other
activities.
Harvesting sector quasi | Good estimates can be | Estimates can be made, | Good estimates can be
rent for BSAI crab only | made. but the source of made.

(total revenue - total
variable cost)

changes cannot be
adequately explained.

Processing sector profit
for BSAI crab only

Estimates can be made;
confidence depends on
the number of fixed
costs prorated between
crab and other
activities.

No estimates can be
made.

No estimates can be
made.

Processing sector quasi

Good estimates can be

Estimates can be made,

Good estimates can be

rent for BSAI crab only | made. but the source of made.
changes cannot be
adequately explained.
Harvesting sector Good estimates can be | Estimates will be Good estimates can be
productivity and made. biased without data on | made.
efficiency capital inputs and

salaried employees
(when applicable).

"Because alternative 3 specifies “some fixed costs”, and all permutations could not be included in this table,
it is assumed that the fixed costs to be collected under that alternative would be those that would allow
analysts to understand the source of changes in variable costs. Specifically, “capital purchases”, “repair and
maintenance”, and “salaries for plant or vessel employees” are included.
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Measures Confidence in Confidence in Confidence in
Estimate Under Estimate Under Estimate Under
Alternative 1 Alternative 2 Alternative 3
Processing sector Good estimates can be | Estimates will be Good estimates can be
productivity and made. biased without data on | made.
efficiency capital inputs and
salaried employees.
Management costs Good estimates can be | Good estimates can be | Good estimates can be
provided by agencies. | provided by agencies. | provided by agencies.

Issue: Lack of Economic Stability for Harvesters, Processors and Coastal Communities

vessel class

Distribution of catch Good estimates can be | Good estimates can be | Good estimates can be
and ex-vessel revenue | made. made. made.
by vessel class (e.g.,
length class and type),
port of landing, and
residence
Distribution of Good estimates can be | Good estimates can be | Good estimates can be
processed product made. made. made.
revenue by community
and processor or
processor category
(size, ownership,
location)
Distribution of profits | Confidence of profit Estimates of profit Estimates of profits
and quasi rents within | estimates (for BSAI cannot be made. cannot be made. Good
and between the crab only) depends on | Estimates of quasi estimates of quasi rents
harvesting and the number of fixed rents (for BSAI crab (for BSAI crab only)
processing sectors costs prorated between | only) can be made, but | can be made.

crab and other the source of changes

activities. Good cannot be adequately

estimates of quasi rents | explained.

(for BSAI crab only)

can be made.
Distribution of Good estimates can be | Good estimates can be | Good estimates can be
harvester use rights by | made. made. made.

and ex-vessel revenue
by vessel class, port of
landing, and residence

made.

made.

Distributions of Good estimates can be | Good estimates can be | Good estimates can be
harvester and processor | made. made. made.

use rights by processor

OT Processor category

Seasonality of catch Good estimates can be | Good estimates can be | Good estimates can be

made.
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Measures Confidence in Confidence in Confidence in
Estimate Under Estimate Under Estimate Under
Alternative 1 Alternative 2 Alternative 3
Processor ownership Good estimates can be | Good estimates can be | Good estimates can be
interest in BSAI crab made. made. made.
catcher vessels and
harvester QS/catch
history
Catcher vessel Good estimates can be | Good estimates can be | Good estimates can be
ownership interest in made. made. made
BSAI crab processors
and processing
QS/catch history
Concentration of Good estimates can be | Good estimates can be | Good estimates can be
domestic and foreign made if sufficient made if sufficient made if sufficient
ownership in the BSAI | ownership data is ownership data is ownership data is
crab harvesting and collected (which is not | collected (which is not | collected (which is not
processing sectors affected by the choice | affected by the choice | affected by the choice
of alternatives). of alternatives). of alternatives).
Level and distribution | Good estimates can be | Partial estimates can be | Good estimates can be
of harvesting and made. made, but employees made.

processing sector
employment and
payments to labor
(number of individuals,
hours/days worked,

other than crew and
direct processing labor
(e.g., salaried
employees, foremen,
managers, other plant

and income) employees) would not

be accounted for.
Degree of involvement | Good estimates can be | Good estimates can be | Good estimates can be
of BSAI crab made. made. made.

harvesters and
processors in other AK
fisheries

Value of use right

Reasonable estimates
could be made if RAM
tracks the value of
transfers.

Reasonable estimates
could be made if RAM
tracks the value of
transfers.

Reasonable estimates
could be made if RAM
tracks the value of
transfers.
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Measures

Confidence in
Estimate Under
Alternative 1

Confidence in
Estimate Under
Alternative 2

Confidence in
Estimate Under
Alternative 3

Regional economic
impacts (employment
and income) of the
BSAI crab fisheries

Under sub-option 1,
good estimates can be
made. Under sub-
option 2, the necessary

Under sub-option 1,
rough estimates can be
made (as none of the
“fixed” expenditures

Under sub-option 1,
estimates can be made
(as some “fixed”
expenditures would be

by weather risk level

because we cannot
determine the specific
days at sea.

because we cannot
determine the specific
days at sea.

data is unlikely to be would be accounted accounted for). Under
available. for). Under sub-option | sub-option 2, the
2, the necessary data is | necessary data is
unlikely to be unlikely to be
available. available.
Issue: High Levels of Loss of Life and Injury
Vessel safety Reasonable estimates Reasonable estimates Reasonable estimates
can be made can be made can be made
Number of days at sea | Difficult to estimate Difficult to estimate Difficult to estimate

because we cannot
determine the specific
days at sea.

Pots carried or fished
per trip by vessel class

Cannot estimate the
number of pots fished.

Cannot estimate the
number of pots fished.

Cannot estimate the
number of pots fished.

Analysis of Sub-options: Two sub-options were included under each of the three alternatives discussed
above. The sub-options identify two alternative methods of collecting data on the location of purchase for

expenditures related to the crab industry. The purpose of these sub-options is to identify the best method to
collect the economic data needed to conduct community impact analyses.

Sub-option I: The first sub-option would acquire disaggregated expenditure and purchase data through the
mandatory data collection program in order to measure community impacts. To collect the information
necessary for a satisfactory community impact analysis, the Council would need to select Alternative 1 from
the three fixed cost collection alternatives above. Agency staff would then be allowed to collect all fixed
cost data that are needed to conduct community impact analyses. Note that the current surveys would then
need to be expanded to collect information on the purchase location for the fixed costs (as they presently
elicit the location of expenditure for variable costs only).

The additional information could be collected from all harvesters and processors as part of the overall annual
crab survey. Alternatively, it could be collected less frequently and perhaps from a sample of harvesters and
processors. With the latter approach, additional questions would be added to the overall annual crab survey,
but not every year and perhaps not for all of the participants in the BSAI crab fisheries. The latter approach
would decrease the reporting burden for industry, but provide less complete and less timely information.
With either approach, staff would rely on small focus groups to provide contextual information that would
be difficult to elicit in a more general, annual survey.

Sub-option 2: The second sub-option would utilize disaggregated expenditure and purchase data to measure
impacts to communities that are provided through a program analogous to the UAF-ADFG on-going opilio
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impact study. That study is a voluntary program designed to collect information specific to the community
impacts that result from the BSAI C. opilio fishery.

If the Council wishes to collect this information, it would be better to do so under a mandatory program.
A mandatory program would help ensure compliance by the entire industry and would allow for the
collection of consistent time series data. Given the lack of success of voluntary data collection programs in
the past, collection of these data could only be guaranteed under a mandatory program. Furthermore, the
MSA provides additional protection for confidential data collected under mandatory programs.

Should the Council select Sub-option 2, they are indicating their intent to see these data collected in the
future. However, this choice would not involve the implementation of any regulations at this time.

QOther Issues Raised in the Council Motion:

Confidentiality: Keeping these data confidential is a very important issue to industry members and agency
staff. Several methods are being considered to ensure that the data collected under this program will be held
in confidence. The methods being explored to keep the data confidential include:

1. Legislation could be requested that provides strict protections for these data when the MSA is amended
or when Congress amends the current laws that conflict with the Council’s preferred alternative;

2. Regulations could be implemented as part of the program that protect these data and define the penalties
for misuse of the data;

3. Data sharing agreements'? between agencies with access to these data could spell out the terms and
conditions under which these data may be used; and

4. Data use agreements within agencies could be developed that outline how an agency’s staff are allowed
to use the data.

It has been discussed that legislation and regulations may help protect the data from Freedom of Information
Act (FOIA) requests. However, a method of protecting the data from court orders has yet to be identified,
and may not be possible. Simply put, the best method of protecting the data cannot be determined until
Congress acts. Once Congress does act, the agencies will be aware of the legislative confidentiality
protections, and can design additional measures if they are needed.

Third Party Data Collection: An option the Council may wish to considered is employing a third party to
collect the economic data. The costs associated with using a third party, as well as the efficiencies of using
a third party, need to be analyzed relative to other options. To simplify the following discussion, it is
assumed that third party collecting the data will be the Pacific States Marine Fisheries Commission
(PSMFC). Identifying the PSMFC as the third party allows for a more precise discussion of how the third
party system would work and the costs that it would impose.

The cost of using PSMFEC to collect the data is likely to be no greater than if NMFS collected the data.
NMES would likely need to add at least one more person to their staff to oversee collection, computer entry,
and distribution of the data (to the appropriate analysts). Some of the tasks, such as data entry, may be done

1’NOAA GC and State AG staff are aware of this need. Staff from both agencies are collecting background information
and when the program is more fully developed will be ready address this issue. They have indicated that they feel the
agreement can be in place as soon as the agencies are ready to begin collecting data.
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more cost effectively and efficiently by staff hired (and trained) specifically for that purpose. The PSMFC
may be in a better position to hire staff to complete those tasks. The PSMFC hiring procedure is likely to
be less cumbersome because they are not bound by Federal hiring guidelines that can limit the number of
permanent and temporary positions. Freedom to hire employees as needed would ensure that sufficient staff
are available to support the data collection program.

The Council’s workgroup indicated that they would expect the third party to develop “blind” data sets that
combine the mandatory data collection elements with existing sources such as fishtickets, COAR reports,
and CFEC vessel files. Those complete files would contain a unique numerical identifier for each plant or
vessel, and would not contain the name of the underlying entities. Structuring the database in such a way
would allow the approved state and federal analysts to conduct analyses without having to request PSMFC
to combine and deliver specific data sets each time an analysis is undertaken (or different variables are
included in a particular analysis). That would greatly reduce staff concerns about timely access to the data
sets. PSMFC is also in a very good position to link these data sets, because their AKFIN project has all the
data and expertise required to successfully complete such a task.

It should be noted that the use of a “blind” identifier does not provide complete protection for anonymity,
in that an analyst could purposely determine the identity of a firm, if they so desired. They would simply
need to match other fields on the original fishticket file, for example, with the modified file to determine the
identity of the plant or vessel. Therefore, this system will not conceal the identity of a firm from an analyst
who undertakes such efforts — an exercise we hope would not occur and that could be prohibited by policy
or regulations.

The use of “blind” data sets would require an analyst to go through PSMFC if they have questions regarding
the data. This would likely help protect industry from superfluous data inquiries and would help ensure that
changes/corrections to the data are directly incorporated into the master data set. However, separating the
analysts from industry would reduce an analysts’ ability to ask questions that would help them to better
understand an issue. It would also place a greater burden on PSMFC, since they would need to track all of
these issues to ensure they are resolved.

Finally, even if a third party is used to collect data and provide it to analysts in a “blind” format, NOAA GC
and NMFS enforcement have indicated they would need access to the raw data with the company identified.
Without access to the raw data, those agencies have indicated that it is unlikely the program could be
enforced. Under such conditions, it is unlikely the program would be approved by the SOC.

Agency staff believe that having PSMFC run the data collection program would be a logical choice,
regardless of whether the development of “blind” data is selected as the preferred alternative. PSMFC’s
access to all other data sets, knowledge of relational data base design, and role as a “neutral” party could all
benefit the process.

Crew Days: The Council asked the workgroup to consider whether good estimates of crew days can be
developed using fish tickets combined with crew license identifiers collected under this mandatory program.
The workgroup felt that fairly reliable estimates could be made under an open access system using the season
start date and the landing date on the fish ticket. However, under a rationalized fishery with extended
seasons, additional information would be needed to estimate the number of crew days by vessel. This
information could be collected on the survey along with the other crew information that is requested.

Ownership Data: Ownership data will be collected at a level necessary to determine whether a company is
within the ownership and use caps included in the program. This information will be collected from
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harvesters, processors and others who own QSs. Ownership data will also be broad enough in scope to allow
changes in vertical integration to be studied.

Arm’s Length Transaction Data: There has been some interest in collecting revenue information separately
for sales made to firms owned by the same company and those made to a completely unrelated entity. The
current surveys ask for revenue information broken out in this manner. However, the usefulness of that data
breakdown is still a matter of debate between the members of the data collection workgroup.

Data Verification: Regulations need to be developed in order to ensure the accuracy of data being provided
and protect the suppliers of the data from fines or other penalties when good faith efforts are made to supply
accurate data (even though errors may be found). To help protect both the providers of the data and the
agency collecting the information, a review process could be established to ensure the data being submitted
is accurate.

A verification protocol similar to that developed for the Pollock surveys would be used as the primary review
process. Input from certified public accountants was solicited when NMFS and PSMFC were developing
the pollock data collection program. That protocol involves using an accounting firm, agreed upon by the
agency and industry, to conduct random review of the data provided. In addition to the random review, a
survey may be selected for verification if the data in the survey appears to be incorrect. Such a process
would provide industry with an incentive to supply accurate data, it would tend to increase the confidence
that industry, management agencies, and other stakeholders would have in assessments based on that data;
and it would help to prevent the abuse of the verification and enforcement authority.

Data for Non-Crab Portion of Operation: The Council requested that staff focus on collecting data for the
firm’s crab operations. However, they noted that if data from other aspects of a firm’s operation are needed
to explain the impacts of the crab rationalization program, they may consider including them in the
mandatory data collection program. A brief discussion of the potential uses of also collecting data for non-
crab activities was presented above, prior to the discussion of Alternative 1.

Aggregation of Economic Data: Although the Council did not request staff to evaluate the potential impacts
of having access to only aggregated data for performing analyses, some industry members have suggested
that they may ask the Council to consider this action. Those members of industry seeking to develop a
system that would aggregate the data before being provided to the analysts are doing so to provide more
protection for their confidential business information. They feel that it may be possible to develop a system
that would allow analysts to adequately do their job while providing more protection for their data.

It is clear that aggregating the results of any analysis is a prudent and necessary step, and would in no way
compromise the quality or types of analyses that could be performed. However, aggregating the records
prior to analysis would give rise to several problems that would limit analysts’ ability to conduct statistical
analysis, verify the accuracy of the records, isolate various groups of interest for the Council, analyze the
distribution of gains or losses within the predetermined groups, and in general, to understand the effects of
rationalization. Section 8 of Appendix 3-7 provides a thorough discussion of the effects of aggregation in
economic analyses, cites over twenty books and papers that discuss aggregation bias, and presents an
empirical example of how estimates of fishing capacity for the crab fleet differ when computed with
aggregated versus disaggregated data.

Furthermore, aggregating economic data prior to analysis would provide no additional protection from FOIA
requests or lawsuits, and would thus, only serve to limit the information made available to analysts and the
way in which groups could be constructed and/or compared. Given that the primary purpose of collecting
the data is to allow analysts to study the effects of rationalization, aggregating the data for the sole purpose
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of masking information or precluding comparisons that may be of interest to the Council appears to go
against the purpose of the mandatory data collection program.

References:

Thompson, Arthur A., Economics of the Firm Theory and Practice. (Englewood Cliffs, NJ: Prentice-Hall,
Inc., 1985) p.1.
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Appendix 3-7
Section 7
Potential Uses of the Industry’s September 5® Data Proposal

This section of the appendix provides a discussion of some specific questions that are likely to be of interest
to the Council and of the analysts’ ability to answer those questions given the industry’s September 5™ data
collection proposal (see Appendix 3-7, Section 6 for the submitted documents). As will be shown in more
detail below (in Table 3-7.7.1), some of the questions can be addressed adequately and some cannot.
Presumably in response to the limited analyses that could be performed with the data provided in the
September proposals, in October the Council moved to evaluate three alternatives that mandate the collection
of all variable cost data and varying degrees of fixed cost data. In all fairness to industry, they had submitted
their proposals before the direction was provided at the October Council meeting, and again have agreed to
provide whatever data the Council deems appropriate.

Without information on all input costs and revenues a firm’s profitability cannot be estimated. Therefore,

based on the September proposal, the profitability of the industry, sectors within the industry, or firms within

each sector, cannot be estimated. Quasi-rents could be estimated, but just for the BSAI crab operations of

a firm, and the role of rationalization in any observed cost changes could not be distinguished with

confidence. Technical efficiency and productivity of firms within the industry cannot be accurately

estimated without measures of all the inputs used in harvesting and processing crab. Cost efficiency of firms

cannot be estimated without accompanying measures of the quantity (or price) of the inputs used.

Community impact analysis cannot be undertaken without information on the location, price, and quantity

of input purchases. Finally, with the data that industry has proposed to provide, it will not be possible to :
provide accurate estimates of net benefits'* to the Council for use in RIRs. -

Questions that could be answered with the data in the September 5* proposal are those regarding the number
of employees (direct labor only) in the crab fishery, the cost of employing those individuals, changes in
ownership patterns and structure, changes in vertical integration, quasi-rents earned solely in the BSAI crab
portion of a firm’s business, and the value of QS transfers. The ability to quantify changes in these areas
would, however, represent an improvement over our current state of knowledge.

The following table shows issues that the Council may wish to see addressed in their reports, the information
that would be available given the September 5 industry proposals and existing data bases, how well that
information can address the issues, and the additional data that would be required to perform a satisfactory
analysis'. The measures to be estimated were taken from Section 2 in Appendix 3-7.

3Recall that net benefit analyses compute producer surplus (total revenue minus total costs excluding transfer payments
[e.g., taxes, grants, etc.]) and consumer surplus within the US economy.

14 The “additional data needed” is that which is generally accepted as a required element of the model(s) N\
typically used by economists to construct each objective measure. Other data elements may be incorporated
to enhance one’s confidence in the estimate, but these elements are omitted here.
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Table 3-7.7.1 Economic measures, data, and confidence in estimate

Measures

Data Collected
(italics indicate
industry proposed
data)

Additional Data
Needed from
Industry

Confidence in Estimate
without this Additional
Data

Issue: Excess Harvesting and Processing Capacity and Low Economic Returns

for BSAI crab only (total

some variable input

and variable cost

Harvesting capacity and | Harvest levels per Complete variable | Fishery participation and
capacity utilization (CU) | vessel, time spent input costs and activity can be monitored,
fishing, number of quantities, “fixed | but standard CU measures
active vessels, some | costs” related to cannot be adequately
variable input costs | capital (R&M and | constructed.
new purchases)
and salaried
employees
Processing capacity and | Processing levels per | “Fixed costs” Processing activity can be
capacity utilization plant, time spent related to capital | monitored, and technical
processing, number | (R&M and new capacity and CU measures
of active plants, purchases) and can be constructed with
variable input costs | salaried some caveats®.
and quantities employees
Harvesting sector profit | A firm’s revenue and | Complete fixed Cannot be estimated

because some variable costs

(total revenue - total
variable cost)

costs from the BSAI
crab fishery only

quantities, “fixed
costs” related to
capital (R&M and
new purchases)
and salaried
employees

revenue - total cost costs from the BSAI | data and all fixed costs would
crab fishery only not be provided.

Harvesting sector quasi A firm’s revenue and | Complete variable | Rough estimates for the

rent for BSAI crab only some variable input | input costs and BSAI crab portion of a

firm’s operation could be
provided.

Processing sector profit
for BSAI crab only

A firm’s revenue and
some variable input
costs (and quantities)
from BSAI crab
processing only

Complete fixed
and variable cost
data

Cannot be estimated
because fixed costs would
not be provided.

13A distinction is drawn here between technical and economic capacity (and CU) estimates. As discussed
earlier, economic capacity estimates reflect the extent to which costs are minimized through utilization of
capacity, and thus provide a richer interpretation. Technical capacity (and CU) estimates indicate the extent
to which a firm is producing near their maximum physical output level, regardless of cost.
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Measures Data Collected Additional Data Confidence in Estimate
(italics indicate Needed from without this Additional
industry proposed Industry Data
data)
Processing sector quasi A firm’s revenue and | “Fixed costs” Estimates for the BSAI crab
rent for BSAI crab only variable input costs | related to capital | portion of a firm’s operation
(and quantities) from | (R&M and new could be provided
BSAI crab purchases) and
processing only salaried
employees
Harvesting sector Catch levels, fishing | Complete variable | Reliable estimates of
productivity and weeks, pot lifts, some | input costs and productivity, technical
efficiency variable input cost quantities, “fixed | efficiency, and allocative
data costs” related to cost efficiency cannot be
capital (R&M and | developed without measures
new purchases) of input use to accompany
and salaried the cost data
employees
Processing sector Production levels, Costs related to Estimates of productivity,
productivity and crab purchases, capital (R&M and | technical efficiency, and
efficiency weeks processing new purchases) allocative cost efficiency
crab, variable input | and salaried can be developed; data on
cost and quantity employees capital expenditures/value
data are required for good
estimates
Management costs Will not rely on data | None Good estimates can be
collected from provided by agencies.
industry

Issue: Lack of Economic Stability for Harvesters, Processors and Coastal Communities

Distribution of catch and | Revenue, fishtickets, | None Good estimates can be made
ex-vessel revenue by ownership, and with the data sources listed
vessel class (e.g., length | employment data (for
class and type), port of direct labor)
landing, and residence
Distribution of processed | Revenue, None Good estimates can be made
product revenue by fishtickets/RAM with the data sources listed
community and processor | landings, ownership,
Or processor category and employment data
(size, ownership, (for direct labor)
location)
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Measures Data Collected Additional Data Confidence in Estimate
(italics indicate Needed from without this Additional
industry proposed Industry Data
data)
Distribution of profits Revenue, some BSAI | Complete variable | Profits cannot be estimated.
and quasi rents within crab variable costs, | and fixed costs Quasi rents in BSAI crab
and between the and plant/owner (with caveats) could be
harvesting and location data assigned to plant/ vessel
processing sectors
Distribution of harvester | RAM QS data None Good estimates can be made
use rights by vessel class
Distributions of harvester | RAM QS data None Good estimates can be made
and processor use rights
by processor or processor
category
Seasonality of catch and | FishticketsyRAM None Good estimates can be made
ex-vessel revenue by landings data,
vessel class, port of revenue, ownership
landing, and residence data
Processor ownership Ownership data, None Good estimates can be made
interest in BSAI crab RAM QS data
catcher vessels and
harvester QS/catch
history
Catcher vessel ownership | Ownership data, None Good estimates can be made
interest in BSAI crab RAM QS data
processors and
processing QS/catch
history
Concentration of Ownership None. Assumes Would need to collect as
domestic and foreign data/MARAD data. information that part of the ownership data
ownership in the BSAI links companies or be allowed to access
crab harvesting and to parent MARAD data.
processing sectors companies will be
collected
Level and distribution of | Aggregate Need estimates of | Estimates of labor costs (not
harvesting and employment data for | hours/days wages) and the number of
processing sector direct labor worked, labor cost | individuals employed would
employment and estimates need to | be provided. Hours/days
payments to labor be separated into | worked would be
(number of individuals, payments to labor | problematic, and labor
hours/days worked, and and other labor payments would have to be
income) costs (benefits, imputed from total labor
training, etc.) costs
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BSAI crab harvesters and
processors in other AK
fisheries

fishtickets, NMFS
Blend data, COAR

Measures Data Collected Additional Data Confidence in Estimate
(italics indicate Needed from without this Additional
industry proposed Industry Data
data)
Degree of involvement of | RAM QS data, None Good estimates can be made

with the listed data sources

Value of use right RAM Transfer data None, assuming Reasonable estimates could
RAM tracks be made if RAM tracks the
transfer prices value of transfers

Regional economic No data is currently | Location, Cannot be estimated

impacts (employment available with quantity, and cost

and income) of the BSAI | industry proposals of all purchases

crab fisheries made by crab
harvesters and
Processors

Issue: High Levels of Loss of Life and Injury

Vessel safety USCG vessel safety | None Reasonable estimates can be
statistics and NIOSH made
data
Number of days at sea by | Fishtickets and Information on Difficult to estimate because
weather risk level weather service data | specific days at we cannot determine the
sea specific days at sea
Pots carried or fished per | Only pot limit and Information on Could not estimate the
trip by vessel class buoy tag data are the number of number of pot fished -
available pots fished especially under an IFQ
system

Some members of industry have expressed concern that the data collection elements proposed by agency
economists will be used to study the profits of individual firms, and that the information might be used in
the future to redistribute harvest rights. While it may be possible for that to occur'®, the questions agency
economists are tasked with addressing are rarely concerned with the profits of a single firm. Economic
analyses generally focus on “exploring the ins and outs of how society’s pool of scarce resources (..natural
resources, technology, labor, capital goods, managerial talents) can be utilized to produce a stream of goods
and services that produce the greatest consumer and societal fulfillment” (Thompson, 1985).

In producing RIRs for the Council and SOC, analysts are required to estimate the action’s impact on net
benefits to the Nation, which does not elicit information in individual plants, vessels, or firms. The Council
has also asked for periodic reports on the success of the crab rationalization program. The estimates
contained in such reports also do not require the release of individual records. Therefore, none of the

15The Council may begin an FMP amendment for a fishery when problems are brought to their attention that they feel
warrant action on their part.

S:MGAIL\ADEC\Dec 2002 data collection doc112502.wpd 26



¢ information gathered as part of this process would be presented in public documents or reports that would

~ identify the profitability of a vessel/processor/firm. All information would be presented in aggregate to
preserve the confidentiality of the participants in the fishery.
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Appendix 3-7
Section 8
Effects of Aggregation in Economic Analyses

Itis clear that aggregating the results of analyses based upon confidential data is a prudent step, as it protects
the identities of all parties involved, yet allows for public discussion of the results. Furthermore, aggregating
results obtained from analyses in no way compromises the quality of work, types of methods that can be
used, or one’s confidence in the results. The same cannot be said, however, when the underlying data used
to construct analyses is aggregated. Aggregating data prior to analyses gives rise to several problems that
limit analysts’ ability to understand the effects of rationalization.

Diminished Ability to Verify the Accuracy of Data

When data is only examined at an aggregate level, one is unable to spot data anomalies that may lie within
particular observations. Data anomalies would only be obvious if the underlying error is quite large, and
would likely go unobserved in other cases. Even in cases where the suspected error were sufficiently large
to raise questions, the analyst would be unaware of the specific source that gave rise to the anomaly, which
would make it more difficult to track down. Finally, observations which contain outliers (i.e., those which
are reported correctly, yet differ greatly from other observations within the sample) cannot be distinguished,
interpreted, or handled differently from more representative data points when constructing models or
providing descriptive statistics.

Inability to Discern Distributional Impacts
The use of aggregate data does not allow the analyst to describe the number of firms that “gained” or “lost”

according to a particular metric (e.g., quasi-rents, profits, productivity, efficiency) — only the net outcome
can be expressed. Therefore, it is not possible to determine with certainty whether a majority of firms are
better or worse off because of a particular policy action. An obvious result of not being able to discern the
number of firms that gained and the number that lost is an inability to explain why that pattern came about.
This would make it difficult to adapt policies in response to unintended effects (effects which may be
immeasurable, coincidentally, if analysis relies upon aggregated data) .

Furthermore, when data is aggregated according to a particular rationale (say, by size class), it is not possible
to restructure the data according to other groupings that may be of interest to the Council. Only if all vessels
within the aggregated groups share the characteristics of the other groupings can one change the point of
reference for the analysis.

Limited Ability to Conduct Statistical Analyses

While aggregate data might provide some useful information for tracking the economic performance (e.g.,
total quasi-rents for each group or averages across groups) it would not be very useful for policy analysis.
With access to only a limited number of observations, one cannot estimate the statistical models that allow
analysts to isolate the effects of policies from other external effects (such as market or stock effects). In
order to clarify the role of observations within statistical models, the following discussion is provided.

Economic theory is concerned with explaining the relationships among economic variables and using that
information to explain, evaluate, and/or predict production, allocation, and distribution decisions. The
economic variables typically considered when analyzing production decisions are the inputs used, the output
obtained, and the prices paid or received for the inputs and outputs, respectively. This process typically
involves specifying a “model” that characterizes the salient aspects of a particular process or decision. The

S:MGAIL\ADEC\Dec 2602 data collection doc112502.wpd 28



model defines the general relationships to be examined, and relies upon data on observed choices and factors
affecting those choices to provide information on relationships of interest.

One motivation for constructing models, as opposed to merely observing each factor in a production or
decision making process in isolation, is that several influential factors may change simultaneously and one
cannot distinguish the role (or the relative importance) each may have played on the observed outcome. In
such cases, one is unable to give a qualitative or anecdotal description of why the observed result came about.
One may be able to use a priori judgement about the effect of each factor in isolation, but the collective
effect of simultaneous factors that may each have different and/or offsetting impacts cannot be deciphered.

Fortunately, a statistical model allows one to incorporate several important factors (or “variables”) that
collectively determine an outcome, and structure the roles of these variables to reflect the nuances of the
situation being examined. The basic structure chosen to characterize these relationships is called the
“specification”, which may be thought of as a definition of the variables that affect the decision being
examined and the way in which they are involved.

The primary role of the data used in a model is to contribute information to estimate and quantify the role
or effect of each variable on the decision. This information then allows one to estimate the overall effects
that would arise when multiple variables change simultaneously, or predict the outcome that is likely to occur
when the variables take on particular values. Because each data point used in the model represents an
observed outcome and gives the corresponding value of the variables that affect that outcome, having more
data points generates more evidence to characterize the role and relative magnitude of each variable in the
relationship under study. Thus, the quality of the information obtained from the model depends crucially
upon the number of observations one has to rely upon.

Once the relationship between outcomes and each influential variable has been estimated, one can construct
estimates of the likely outcome that would occur if particular values of the influential variables were to arise.
For example, if one has a good estimate of the way (direction and magnitude) in which fishing costs are
affected by input prices and stock conditions, and a mechanism to monitor changes in those variables, one
can identify the costs changes that arise from other impacts such as a changes in the management of the
fishery (e.g., rationalization). One can isolate these external impacts because one is simultaneously
accounting for any changes in the other salient variables that affect harvesting costs.

The role of each variable in the model is identified by examining statistical correlations between its value
and the associated outcome. The benefit of estimating the relationships in this way is that the strength of the
correlations can be quantified in order to assess one’s confidence in the estimated relationships, or define
a range of values in which the estimates are very likely to lie (“confidence intervals™). However, the
precision of the estimated relationships is dependent on the number of data points (outcomes and their
influential variables) one observes, and the confidence in, and precision of, estimates diminishes with fewer
observations. In this way, it is typically the number of observations available to the analyst that limits the
complexity and realism of a model, and one’s confidence in the conclusions that may be drawn.

As aresult, by aggregating data on production decisions over one or more firms, one immediately diminishes
a model’s ability to accurately characterize the relationships of interest as well as the certainty and precision
of one’s estimates. Furthermore, restrictions not associated with the loss of observations are also imposed
through aggregation. Specifically, rather than looking at individual decisions and the state of the factors that
effect them, one looks at the net outcome of a multitude of decisions and states of nature. Reliance on a
“representative” data set therefore masks reality, requires one to assume that all firms are affected identically

SMGAIL\ADEC\Dec 2002 data collection doc112502.wpd 29



by changes in the influential variables, and necessitates that large costs incurred by one firm and benefits
gained by another go unaccounted.

It is worth emphasizing, however, that the benefits of firm-level data in models (increased precision,
robustness, and confidence in the estimated relationships) need not be offset by concerns regarding the
release of the confidential data when the results of the model are reported. One can present results of a
models at various levels of aggregation (focusing on groups of interest) — as though the firm-level detail was
never there. The essential difference, however, is that much more information (based on actual decisions)
went into establishing the relationships described by the model, even though the level of sensitive detail
shown in the model results is identical.

Bias Arising from Incorrect Aggregation

Up to this point, the discussion has centered on the limited analyses that can be conducted with aggregate
data, and has not focused on issues related to the way in which data are aggregated. These issues have their
roots in economic theory, and are therefore more difficult to convey without use of mathematics, but can be
summarized as follows. There are assumptions implicitly made when one groups together multiple vessels
or plants, which, if incorrect, can severely bias the results of the economic model one is constructing.
Typical assumptions that must hold, for example, are that all plants/vessels and decision making entities are
“identical” (in terms of their costs, risk preferences, the type of technology they use, etc.). When such
assumptions are not valid, the aggregation leads to erroneous results.

The economics literature provides a vast discussion of the problems associated with aggregating over firms
or individuals. Two well-written books on production theory provide complete chapters on issues related
to aggregation bias (Chambers 1988, and Cornes 1992). Many journal articles have also been written on this
topic. Examples include Crown (1990), DeBeaumont and Singell (1999), Derrick and Wolken (1985), De
Serres, Scarpetta and de 1a Maisonneuve (2001), Fortin (1991), Gupta (1971), Kymn (1990), Lai (1991), May
Lee (1997), Lee, Pesaran and Pierse (1990), Lewbel (1992), Lovell (1973), Lovell et al. (1988),
Mittelhammer et al. (1996), Mozayeni (1998), Olsen (2000), Pesaran et al. (1994), Shumway and Davis
(2001), Teulings (2000), and Thomas and Tauer (1994).

An Empirical Example of Aggregation Bias

The literature cited above contains many examples of aggregation bias, but in an attempt to provide an
example directly related to the fishing industry (and crab in particular), we provide the following. In October
2002, the Alaska Fisheries Science Center compiled a report that provided quantitative estimates of fishing
capacity for the vessels that participated in federally managed Alaskan fisheries in 2001 (NMFS, 2002). The
estimates computed in the report used vessel-level data to estimate what each vessel could have caught, by
species, if they targeted the same species as in 2001, but fished the maximum number of weeks they had ever
fished (over the 1990-2001 period). Once estimates were computed for each vessel, vessels were categorized
according to vessel type, gear and other factors (e.g., target species, vessel length, license type). Table 3-
7.8.1 below shows the capacity estimates for the group of catcher vessels using pot gear for Pacific Cod and
crab. Estimates in the “Disaggregated Data” column were computed with individual vessel observations,
using the methodology described above. Estimates in the “Aggregate Data” column were computed by taking
the means for each of the variables used in the former calculations to create an aggregate capacity estimate
for each species.
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Table 3-7.8.1 Capacity Estimates Based on Aggregated and Disaggregated Data

Species Aggregate Disaggregated Data % Difference
Data

[Pacific Cod 25,869.4 27,781.0 -6.9%

|Golden King Crab 3,656.3 4,930.0 -25.8%

[Red King Crab 4,623.8 12,104.0 -61.8%

[Tanner Crab 13,691.3 35,495.0 -61.4%

As can be seen in the third column, the capacity estimates based on aggregated and disaggregated data are
substantially different (especially for each crab species). Although the potential bias that may arise in a
model is dependent upon the degree of heterogeneity in the fleet under study (which is masked by only
examining means or totals), it is evident that the crab fleet has enough heterogeneity to be affected. With
that in mind, the potential for creating such biases through aggregation represents a significant concern that
should be considered when designing and implementing the mandatory data collection.
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AGENDA C-1(a)
DECEMBER 2002

Report of the Captains QS Committee to the Council

Key Aspects of the Committee’s Preferred Program

e C shares are allocated from the TAC remaining after the CDQ allocation and are
independent of and will not affect the 80/10 Class A/Class B harvest share split.
¢ C shares will not be subject to Class A type delivery restrictions and will not be
subject to regional designations
o Eligibility will be based on historical and recent participation
o Historical participation - landings in the 3 of the qualifying years
o Recent participation — landings in 2 of the 3 most recent seasons
Qualifying years will be the same as those used for vessel based allocations
Limited leasing will be permitted to avoid forced divestiture in seasons with low
TACs
C shares will be transferable to only active participants
C shares will be subject to owner on board requirements
A loan program to support captain and crew share purchases
Any shares purchased with funds from the loan fund will be subject to owner on
board requirements during the term of the loan
o National Marine Fisheries Service (NOAA Fisheries) is requested to explore
options for obtaining seed money for the program in the amount of $250,000
o C/P captains will be allocated shares with harvest and processing privileges

Following are the options proposed by the committee for Council consideration. The
committee’s preferred option is bolded. After each option, the committee’s rationale for
the inclusion of the options and the rationale for the preferred option are provided. The
committee unanimously supported not only the preferred program, but also each
element of the program.

1.8.1 Options for captain and crews members:

1.8.1.2 Percentage to Captain:
1. Initial allocation of 3% shall be awarded to qualified
captains as C shares.
a. Allocation from QS pool
b. Allocation is from each vessel’s allocation to the skipper
on the vessel

Option a would set aside 3 percent of the total QS pool for allocation to qualified
captains as C shares. Option b would make up to 3 percent of the QS awarded to any
vessel available to qualified captains that fished on that vessel during the qualifying
period. Option b was advanced as a means to ensure that the total allocation to each
vessel would be unaffected by the program since the allocation would go to the vessel
and its captains. Whether a vessel’s allocation remains whole, depends on whether the
captain remains with the vessel where the allocation is from.

On balance, the committee believes that the allocation of C shares from a set aside

portion of the QS pool is equitable, administratively simple, and conducive to good
captain/vessel owner relations, which benefit all participants in the fishery.
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The option to allocate 3 percent of the QS pool to captains is supported by the
committee for several reasons. First, this allocation would distribute the burden of C
shares equally among all vessel owners. Allocation on a vessel basis would not be
distributed equally among all vessel owners but would burden vessel owners that
maintained a single captain during the qualifying period the most. In addition, allocation
of 3 percent of the QS pool is the only way to ensure that 3 percent of the total pool is
allocated to captains in perpetuity. A vessel based allocation would allocate a maximum
of 3 percent to captains. Landings by ineligible captains would reduce the total C share
allocation from 3 percent.

The allocation of 3 percent of the QS pool to captains simplifies administration of the
allocation. Administration of the allocation on a vessel basis would be cumbersome
since it would require that a vessel's allocation be finalized prior to finalizing the
allocation to its captain.

Allocation of a portion of the QS pool to captains would also be more equitable since a
captain’s allocation would be based solely on the activities of the captain, independent of
the vessels on which the captain fished. For example, allocation on a vessel basis
would preclude eligible captains that fish on unqualified vessels from getting an
allocation. Landings on unqualified vessels occur when the vessel operates on an
interim permit. These landings are legal; however, if allocations are on a vessel basis the
captain would not be rewarded since no vessel allocation exists.

An additional benefit of deriving the C share allocation from the QS pool is that it will
help build captain/vessel owner relations. Since a captain’s allocation comes from a
general pool the vessel owner’s allocation is not affected by the captain’s allocation.
Under this system a vessel owner will maximize the total number of shares fished on a
vessel by obtaining the largest allocation for the captain. So, a vessel owner and captain
have a common interest in maximizing the allocation to the captain. If the captain’s
allocation comes only from the vessel that the captain fished on, the owner of that vessel
would have an interest directly opposed to the captain and could damage vessel
owner/captain relations. Under that system, a vessel owner’s allocation would be
maximized by minimizing its captain’s allocation.

The vessel based allocation is also likely to reward vessel owners with a history of poor
relations with captains. A vessel that does not retain a captain could have prevented that
captain from qualifying. The allocation that would go to the captain would then remain
with the vessel. If the captains allocation is from the QS pool as a whole, the captain’s
own activities determine the allocation. Captains unable to maintain good relations with
vessel owners would receive shares based strictly on their participation, which is likely to
be compromised by those poor relations.

1.8.1.3 Species specific:
1. As with vessels.

C shares will be categorized by fishery. This is necessary for a complete allocation of
harvest shares in each fishery.

1.8.1.4 Eligibility:

Option 1
1. A qualified captain is determined on a fishery by fishery basis by
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1) having at least one landing in

a)
b)
c)

1 of the qualifying years used by the vessels
2 of the qualifying years used by the vessels
3 of the qualifying years used by the vessels and

2) having recent participation in the fishery as defined by at least

a)
b)
c)

one landing per season in the fishery in the last two
seasons prior to June 10, 2002.

one landing per season in the fishery in one of the
last two seasons prior to June 10, 2002.

one landing per season in the fishery in two of
the last three seasons prior to June 10, 2002.

Suboption: For recency in the Adak red king, Pribilof, St. Matthew,
and bairdi fisheries a qualified captain must have at least

a)

one landing per season in the opilio, BBRKC, or Al

brown crab fisheries in the last two seasons prior to June
10, 2002 (operators of vessels under 60 feet are exempt
from this requirement for the Pribilof red and blue king
crab fishery).

b)

one landing per season in the opilio, BBRKC, or Al
brown crab fisheries in one of the last two seasons
prior to June 10, 2002 (operators of vessels under 60
feet are exempt from this requirement for the Pribilof
red and blue king crab fishery).

one landing per season in the opilio, BBRKC, or
Al brown crab fisheries in two of the last three
seasons prior to June 10, 2002 (operators of
vessels under 60 feet are exempt from this
requirement for the Pribilof red and blue king
crab fishery).

2. A captain is defined as the individual named on the Commercial
Fishery Entry Permit.

For captains who died from fishing related incidents, recency requirements
shall be waived and the allocation shall be made to the estate of that
captain. All ownership, use, and transfer requirements would apply to C
shares awarded to the estate,

Option 2

Point System

Point system-following alternative is provided:

1) Participation = 1996-2001
Qualified by delivery in at least two different species
(Maximum 36 points)

Graduated Scale weights most recent participation

Year Points Awarded

2001 7 points

2000 7 points

1999 6 points

1998 6 points

1997 5 points

1996 5 points
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2) Consistent Participation 1996-2001
Qualified by making total catch in a season for two different species
(Maximum 24 points)

4 points for each year

3) Vessel Ownership As of January 1, 2002
(Maximum 6 points)

% of Ownership Points Awarded
1-50% 4 points
51-75% 5 points
76-100% 6 points

* This could be used to qualify captains as a general group or on fishery
by fishery basis.

The Council motion previously contained a single option for qualification for a C share
allocation. That option contained a recency requirement for eligibility of having one
landing in each of the last two seasons in a fishery. The Council received letters from a
few long term captains that continue to participate stating that this rigid requirement
would make them ineligible. The committee elected to add options that would reduce the
recency burden. The committee also chose to add recency options for the Adak red king
crab, Pribilof red and blue crab, St. Matthew blue king crab fisheries, which have been
closed in recent years. The new options for the closed fisheries would require a captain
to have recent landings in another BSAI crab fishery.

The committee also chose to add options to increase the requirements for historical
participation by adding a requirement for landings in more than one of the vessel
qualifying years.

Option 2 is uses a point system to determine eligibility. This system could also be used
to determine allocations. Since the point system has no crediting of catch. Allocations
are based solely on participation, which would be verified with fish tickets. The
committee believed that a well-crafted point system could be a workable alternative for
allocating C shares. This draft of a point system is clearly a first cut and is offered as an
alternative only if the Council feels that one should be considered. The committee felt
that the participation based method addresses the eligibility determination issue.

1.8.1.5 Qualification period:
1. As with vessels.

1.8.1.6 Distribution per captain:

1. C QS based on landings (personal catch history based on
ADF&G fish tickets) using harvest share calculation rule.

Regionalization and Class A/B Designation

Option 1: C shares shall be a separate class of shares and not be subject to
Class A share delivery requirements.

Suboptions a. This allocation shall be made off the top and shall not
affect the Class A/Class B share split for harvest shares. C
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shares shall not be subject to regional designations.
b. This allocation shall be made from the harvest Class B
shares. C shares shall not be subject to regional designations.

Option 2:  C shares shall be a separate class of shares but shall be subject to the
Class A/Class B split and any related delivery requirements associated
with the parallel harvest shares. C shares shall be subject to regional
designations.

Option 3:  C shares shall be a separate class of shares and shall all be subject to
Class A share delivery requirements.

Option 4: C shares shall not be regionally designated or have an IPQ delivery
requirement, but when used shall be delivered with the same regional
distribution as the harvest shares used on the vessel on a season by
season basis.

Initial Allocation Regionalization
If C shares are regionalized, at the initial allocation regional designations
shall be made based on the captain’s history, with an adjustment to the
allocation to match the PQS regional ratio made based on the same
scheme used for regional adjustment of harvest shares.

The committee considered possible C share delivery designations (i.e., whether C
shares should have Class A or regional delivery designations). The committee’s
preferred option is that the C shares have no delivery restrictions because those
restrictions could substantially reduce a captain’s market for using C shares (at no loss
to any processor or region). Since many captains do not own vessels, captains could
use their shares to obtain fair contracts for their services. Delivery restrictions could limit
the ability of a captain to work on vessels that do not have shares with corresponding
delivery restrictions. Since C shares are intended to be a long term asset with limited
leasing, flexibility in delivery is necessary for those shares to provide captains with the
contract negotiating leverage intended to be created by the shares. Since the C share
allocations are a small portion of the total harvest share allocation, captains cannot
feasibly make deliveries except with the vessel carrying Class A and B harvest shares.
Consequently, C shares without processor or regional delivery restrictions can be
expected to be landed with a similar distribution to Class A and B harvest shares. C
shares will have limited leasing flexibility and ownership caps, which would prevent
captains from amassing enough shares to make even a single harvest delivery. Hence,
maximum delivery flexibility is needed to accommodate C share use.

If the Council favors regionalization of C shares, the committee supports alternative
means of regionalization (such as Option 4) rather than attaching specific regional
designations to shares.

1.8.1.7 Transferability criteria:
1. Purchase of C QS.
a. C QS may be purchased only by persons who are
Option 1. US citizens who have had at least 150
days of sea time in any of the US commercial
fisheries in a harvesting capacity and
Option 2. active participants

An “active participant” is defined by participation as captain or crew in at least one
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delivery in a crab fishery included in the rationalization program in the last 365 days as
evidenced by ADF&G fish ticket or affidavit from the vessel owner.

The committee supports the use of both eligibility criteria. Eligibility requirements for
transfers should ensure that C shares are transferred only to active participants in the
BSAI crab fisheries that have substantial fishing experience. C shares should be used to
ensure that crew committed to these fisheries receive fair and equitable crew shares.
This will enable these captains and crew to advance in the fishery. Fishers without
experience in these fisheries and a minimum level of fishing experience should not be
permitted to obtain C shares.

2. C share leasing
a. C QS are leasable for the first three seasons a
fishery is prosecuted after program implementation.
Suboption: limit to the following fisheries only:
Pribilof red and biue crab and St. Matthew blue crab
b. In cases of hardship (injury, medical incapacity, loss
of vessel, etc.) a holder of C shares may lease C QS,
upon documentation and approval, (similar to CFEC
medical transfers) for the term of the
hardship/disability or a maximum of 2 years over a
10 year period.

The committee supports leasing provisions that permit some flexibility to avoid forced
divestiture of shares. This should include leasing of shares between active participants
to facilitate fleet downsizing within fisheries with low TACs without forcing captains that
remain active to divest.

An additional option should be considered to permit 2 years of leasing by any C share
holder. This will allow C share holders the flexibility to make decisions on future
participation, movement among fisheries, and exit from all fisheries at retirement.
Permitting leasing could also stabilize C QS prices during periods of particularly high or
low abundance. Leasing provisions should be carefully drafted to prevent abuse.

1.8.1.8 Loan program for crab QS
A low-interest rate loan program consistent with MSA
provisions, for skipper and crew purchases of QS, shall be
established for QS purchases by captains and crew members
using 25% of the Crab IFQ fee program funds collected. These
funds can be used to purchase A, B, or C shares.

Loan funds shall be accessible by active participants only.

Any A or B shares purchased under the loan program shall be
subject to any use and leasing restrictions applicable to C
shares (during the period of the loan).

National Marine Fisheries Service (NOAA Fisheries) is directed
to explore options for obtaining seed money for the program in
the amount of $250,000 to be available at commencement of the
program to leverage additional loan funds.

The committee supports the loan program. In addition, the committee recommends that
the initial funding of $250,000 be sought, which would be available for loans on
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implementation of the rationalization program. Development of funding through the cost
recovery program could take as long as three years and significantly affect both
purchasers and sellers of C share holders. The proposed initial funding could be used to
finance loan money of approximately $25 million, which would provide stability to the C
share market from the outset. The committee supports active participation in the
fisheries by any purchaser of shares during the life of any loan used to purchase the
shares.

Several details of the loan program will need to be specified prior to implementation of
the program. Eligibility criteria for loans, maximum loan amounts, any limitations on the
number of shares that can be purchased with loan money all must be determined. The
committee requests that the Council direct the committee to continue to work to develop
the details of the loan program.

1.8.1.9 Captain/Crew on Board requirements

1. Holders of captain QS or qualified lease recipients are
required to be onboard vessel when harvesting IFQ.
2. C QS ownership caps for each species are
Option 1. the same as the individual ownership caps for
each species
Option 2. the same as the vessel use caps for each
species
Option 3. double the vessel use caps for each species

C share ownership caps are calculated based on the C QS
pool (i.e. section 1.7.4). Initial allocations shall be
grandfathered.

Options 2 and 3 were added to allow the pool of participating captains to be reduced to
the same level as the participating vessel pool in each fishery. Use caps higher than
ownership caps should be considered to permit leasing by individuals over the
ownership cap.

3. Use caps on IFQs harvested on any given vessel shall not
include C shares in the calculation.

By exempting C shares from use caps, captains are provided greater mobility and
flexibility to move throughout the fleet.

1.8.1.10 C/P Captains
Captains with C/P history shall receive C/P C QS at initial issuance.
C/P C shares shall carry a harvest and processing privilege.

Option 1. The same rule applies to C/P C QS if they leave the C/P
sector as in section 1.7.2.4.

Option 2. C/P C shares shall be useable only on C/Ps.

Option 3. C/P C shares may be harvested and processed on

C/Ps or harvested on catcher vessels and delivered
to shore based processors.

Option 4. If C shares are not subject to IPQ delivery requirements,
C shares may be harvested and processed on C/Ps or
harvested on catcher vessels and delivered to shore
based processors.
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The committee supports maximum flexibility in the provisions affecting
catcher/processors to permit captains to make the best use of C shares. The committee
supports historic participation of the catcher/processor sector in the fishery and believes
C share provisions should recognize and retain that historic participation.

1.8.1.11 Cooperatives
C share holders shall be eligible to join cooperatives.

Permitting C share holders to join cooperatives is necessary to ensure that captains are
able to the make the best use of their C shares.

Binding Arbitration

The committee supports binding arbitration and the inclusion of C shares in that process.

Data collection

The committee fully supports data collection and will provide assistance to that process.

Captains QS Committee Report 8 September, 2002
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North Pacific Fishery Management Council
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Anchorage, AK. 99501-2252

Dear Chauman Benton,

The Deep Sea Fxshemlen C Umon of the Pacific (DSFU) continues to expand its

membership with the-addition of crab skippers and crewmen. As you are aware, we have
"been actively representing both 'groups since March, 2002.

On several i mstancee i tesumony and in writing we have offered our strong support for
the implementation of an TRQ-purchase loan program for skippers and crew as a part of

I~ the Crab Rationalization Processunder consideration by the Council. The report from the

trailing amendment committee that dealt with skippers and crew received and approved
by the Council in 1fs October 2002 meetmg also emphasized the importance of this

program.

As the Council continues 1ts deliberative efforts in 1ts December, 2002 meeting, we
would respectﬁ;lly request that it continue this support and adopt verbiage that calls for
modification of the portions of the Magnuson-Stevens Act (MSA) that relate to the loan
program. The portion needing modification is section 303 (d)(4). This section places a
probably unintended limitation on this IFQ loan program by noting that is for “fishermen
who fish from small vessels” and "first time purchase of individual fishing quotas ...by
entry level ﬁshermen » .

These are clearly at odds with what we want to accomplish for the provision of funds to
purchase IFQ in the BSAI crab fishery. We would recommend that section 303(d)(4) be
modified to simply substitute “vessel captains and crewmen” for the fishermen who fish
from small vessels-and the entry level fishermen making first time IFQ purchases. This
would best be accomplished by striking everything in sub-paragraph (A) of section
303(d)(4) afier the vords “financing the” arid replace the stricken language with

‘purchase of iridividual fishing quota in that fishery by the captains and crewmen of
vessels in that fishery.” This amendment would also require amending sub-paragraph (B)
of section 303 (d)(4) by stnkmg ﬁ'om sub-paragraph (B) the words “clauses (i) and (ii)
of »”
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Additjonally, we would encourage the Council to continue its support for a $250,000
appropriation to jump start the program. Several influential members of Congress have
expressed strong support for this appropriation. The Federal Credit Reform Act (FRCA)
provides an option of only having to fund the 1% needed to operate the program that
cannot be collected by the agency administering the program. FRCA places the federal
loan programson the same budgetary.basis as other federal spending. Prior to FRCA, if
Congress wanted o authorize the $25 million we want enabled for this program-Congress
had to appropriate the entire amount. This is not good budgeting methodology because
the only portion of the $25 million that would actually be “spent” was the portion that the
federal lender estimated it would be unablé to collect.

After FRCA, Congrés‘s is fully empowered to authorize loan program of say $25 million
by appropriating merély the portion of the $25 million in loans that the federal lender
estimates it would be umable to-coliéct. . Since our experience with the current loan
program shows that thisportion is 1% or less, then the FRCA. cost rate for a $25 million
loan ceiling authorization is'also 1% and Congress need only appropriate $250,000 (that
is 1% of $25 million). Borrowers will repay the other $24,75 million and it will not
consequently copstitute “spending.” . : :

As previously noted, the halibut/sablefish IFQ-purchase loans have proven to have no
FRCA costs at all and indeed are making a profit. However, we understand that fiscal
prudence is addressed by, at Teast initially, appropriating FRCA cost at 1% for BSAI crab
IFQ-purchase loans in the evént that program does not perform as well as those in the
halibut/sablefish fishery. We would reiterate that absolutely no evidence exists that

. indicates this would be'the case. Since it is now difficult to fathom what BSAI crab IFQ
would cost and in the event that it took more than one year to use the $25 million loan
authorization-the authorization should specify that the loan ceiling would remain
available until expended. . To do otherwise could mean that any portion of the $25 million
loan ceiling not used during the first year of its authorization would lapse at the end of
the first year.” Obviously, that is not a desirable outcome.

This provides the whetewithal for crab skippers and crew to quickly establish an equity
position in the newly rationalized fishery. It acknowledges the immense contributions
made by them to the crab industry. We would strongly recommend the Council continue
to support this IFQ:purchase loan program and that the final version of the language
approved by that body unambiguously expresses that support in the manner indicated in
this correspondence. Thank you in advance for your assistance. The Union’s point of
contact for this effort is its Executive Director, Beau Bergeron. He can be reached at
(206) 783-2922 of email beau@dsfu.org.

Pat Hunter

President
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. My proposal is (o creale a fisherman's insurance fund from a 12% share of cach
rationalized fishery. This fund would have two kinds of participants: shareholders and
qualified customers.

Shareholders would be awarded shares, like shareholders in a native corporation.
They would receive shares based upon participation in the fishery during the qualifying
years. So, for five qualifying years, one share for one year's participation would be the
minumunm, five shares for five years the maximum. In this way, a crewman who
participated in different winter fisheries (i.c. opilio crab, Pacific cod, Oregon dungeness)
could be awarded appropriate shares as each fishery is rationalized, based on
- participation.

Documentation for shareholders would consist of a form filled out by the
applicant specifying the boat worked for and the years worked. The boat owners would
then be sent a form to certify the information. If contested, tax documents could be easily
obtained which would show who was paid, and when, and clear up any haziness.

The mandate of the fund would be to provide insurance, and eventually low cost
loans, to the fishing commumity at large. Qualified clients (commercial fishers) would get
low-cost insurance, subsidized by the fund. Shareholders would receive a yearly dividend
based on the performance of the fund, minus the cost of providing insurance. Or they
could simply receive a package of zero-cost insurance products.

Fishers (shareholders and clients) for each fishery would qualify as soon as his
fishery was rationalized, and thus contributing to the fund.

Three factors make this plan fair and viable. It is simple: shareholders would be
identified on the basis of "Was I there?", and, once identified, the paperwork would be
over. It is fair: shareholders wouid be rewarded based on past participation and inclusion

W in the insurance program should be offered to all commercial fishermen presently
& participating in the tationalized fishery. Fifty percent of thie fund's revenues should be
W reserved for subsidizing insurance for every fisher in the fishery. And lastly it spreads the
e benefit of privatization of the resource more eveiily, and will better assure a stable,
healthy fishing community.

This fund could take the burden of providing liability insurance on the boat from
the owners. A deckhand with his own insurance from the fund would be one less thing
for the owner to worry about. And the taxpayer won't have to foot the bill if he's hurt on
land.

The fund could be administered by a professional with experience managing a
native corporation or perhaps rural electric association. The resource would be harvested
by commercial boats through a bid process, just like CD.Qss.

C.D.Q.s have been awarded to communities for the purpose of stabalizing them
and improving quality of life. Why not award the community of deckhands, a community
which has been so intimately connected to the fishing world, a bit of the resource for the

same purpose?
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DATE:
TO:

FROM:

Alaska Crab Coalition
3901 Leary Way N.W. Ste. 6
Seattle, WA 98107
206 547 7560
Fax 206 547 0130
acc-crabak{:msn_com

November 20, 2002

David Benton, Chairman
North Pecific Fishery Management Council
Anchorage, Alaska

Ami Thomson, Executive Director ‘4"

AGENDA ITEM C-1(a) CRAB RATIONALIZATION
CRAB SKIPPER ALLOCATION RECOMMENDATIONS

The Captains Quota Share Committee met twice this suomer and completed its tasks,
and voted unanimous on its recommendations. Of particular interest to ACC vessel
owners, are three major committee recommendations:

1. The initial allocation of 3% would be set aside from the total QS pool for
allocation to qualified captains as C shares (rather than allocated individually
from a vessel’s catch history, on a vessel by vessel basis). This seems to be not
only a fair and equitable approach to the allocation, but it also simplifies
administration of the program. As the analysis already notes, first, this allocation
would distribute the burden of C shares equally among all vessel owners.
Allocation on a vessel basis would not be distributed equally among all vessel
owners but would burden vessel owners that maintained a single captain during
the qualifying period the most. In addition, if the Council’s intention is to
allocate 3 per cent of the QS pool to captains, taking that allocation directly from
the QS pool is a fair and equitable approach to making the allocation.

2. C shares shall be a separate class of shares and not be subject to Class A share

delivery requirements

- Also, this allocation shall be made off the top and shall

not affect the Class A/Class B share split for harvest shares. C shares shall not be
subject to regional designations. (Skippers are recommending that C shares be
open access shares and that this allocation should not affect the A/B share split of
vessel owners.) As the analysis notes, imposing A/B share classifications and
regionalization on C shares will create mismatches with vessel owners QS and
could result in forcing skippers to divest of their shares. Requiring A/B share and
regionalization designations to skipper shares will also overly complicate the
operation of the program, as there are going to be more than 200 eligible skippers
in the program  Skippers are in many cases, independent contractors. Skipper
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histories will oftentimes conflict with vessel designations. This will nultiply with
leasing and consolidation into cooperatives. In the future, there will be more
owners, as deckhands begin buying quota shares,

Another benefit of allowing C cshares to be open access shares will be to improve
overall price negotiation leverage for fishermen, as there will be a 3 per cent
increase in open access shares.

3. A recommendation sapporting the binding arbitration program and the inclusion
of skippers in the binding arbitration process.

As a matter of practicality, skippers and vessel owners present at committee meetings
agreed that the skipper shares, even without A/B and regionalization designations would
follow the vessel in its delivery patterns and it is therefore unlikely the open access nature
of the QS will negatively affect a region’s overall percentage of the TAC in deliveries.

Given the obvious benefits to price negotiations and for simplifying administration of the

skipper allocations, the ACC is endorsing C shares coming off the top of the QS pool and
that they be designated as open access shares.

sk TNTA! PARE A4 kK
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November 21%, 2002

Mr. David Benton
605 West 42 Ave. Suite 306
Anchorage, Ak. 99501-2252

1 just wanted to let you know that I do support the Captains Commitee decitions on Captain Shares.

Although these small token shares of 3% isn’t the best, at least its something. But 1 do feel that the
Captain Shares should not be encumbered with any Processor Tags and should be classified as a
seperate catagory of named C SHARES.

Sincerely, David

Signature Amg.j

)
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'SKIPPERS FOR EQUITABLE Acckss
: . 5215Ballard Avenue, NW
Seattle, WA, 98107

RECENED

~-NOV 22 2002

: November 20, 2002
| - NPEMC
Chairman David Benton
North.Paciﬁ;:’Fishcry Management Council
605 West 4™ Ste. 306

Anchorage; AK 99501 -_.?.252 g

Dear Chairman Benton, - |

Skippers for Equitable Access (SEA), affiliated with the Deep Sea Fishermen’s Union of
the Pacific (DSFU), would like to reiterate its support for the findings of the Captain’s
‘Quota Share Commiitteé in its report to the Council, We appreciate the opportunity to
participate as metmbers of that committee. Its deliberations were marked by a completely
inclusive approach and very constructive dialogue. '

The committee noted that the allocation of C shares from a set aside portion of the QS
pool, off the top after CDQ and before the A and B share split, is an equitable and -
administratively simple method. It is also enhances captain/vessel owner relations and
that benefits all involved iri the fishery. After some detailed research and discussion the

committee agreed that the option to allocate 3% of the QS pool worked well for a variety
of reasons: - .

1-It-distributes th‘é burden of € shares among all vessel owners

2-It simplifies administration of the allocation -

3-Vessel owners and captains have a common interest in maximizing the allocation to the
captain g

The committee also considered the full range of C share delivery designations. It voted
unanimously t6 recomimend that C shares have no delivery restrictions because those
restrictions could substantially reduce a captain’s market for using C shares. Delivery
restrictions on C shares could limit the ability of captains to work on vessels without
corresponding delivery restrictions.

We fully support the committee’s expressed intent which was to ensure maximum
flexibility and value for the.C shares. It is also important to “size” C shares in the overall |
context of the crab fleet. .
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We h.a\’rq xun numerous models with the assistance of Council staff and the bottom line
remains that 3% C shares in the large majority of instances wil equate to more than a
brailer (estimated at 1,500-1,800 pounds) of crab for the captain. This is small amount

.Walter Chus;qnse_n
Vice President, SEA
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Captain Keith H. Colburn
3117 E Ames Lake Dr. N.E. Redmond WA_ 98053

November 20, 2002

Mr. David Benton, Chairman

North Pacific Fishery Management Council
605 West 4™ Avenue, Suite 300
Anchorage, Alaska 99501

Re: C-1, Crab Rationalization, Captain’s QS Committee
Dear Chairman Benton,

I support the recommended elements, and options contained in the Captain’s Committee report.
The unanimous approval of these recommendations mirrors that of the Council’s June vote, and
should be strongly considered by all the Council members.

Approximately 9,562,000 pounds (#s) of red king crab were recently harvested in the Bering
Sea. If the committee’s preferred alternative is adopted by the Council, the average captain
would have had an allocation of 1,150 #'s of crab, roughly ¥; a brailer at the dock.

Utilizing Co-Ops and leasing, only 50 vessels with an average catch per boat of 172,116#’s (after
CDQs) would be necessary in a 2 week fishery.

The committee’s recommendation would qualify 190 captains for a C-share allocation. However,
fleet contraction will leave 140 captains without vessels to operate.

The only way to ensure that initial recipients of C-shares are not forced to divest or leave their
shares on the table unfished, is by keeping C-shares unencumbered by Regionalization and IPQ
designations, with leasing privileges in the first 3 years of the program.

The 90/10, Two Pie view of C-shares
9,562,000#’s TAC (2002 valuations $6.25 ex-vessel $13.75 FOB Seattle)

IPQ90%  7,745,220#s FOB Seattle  $66,918,701
C-Shares 258,174#'s  Allocated to 190 captains with 1150#’s to the average captain.
C-Shares 1,035#’s TPQ restrictions per captain

C-Shares 115#s unrestricted per captain Ex-vessel 8719

The 3% allocation to Captains in any fishery is unprecedented, but represents only Y of what the
average Captain has historically earned in the BSAI crab fisheries. 1150#’s each!

The 90% allocation to Processors is unprecedented too. $66,918,701!

For C-shares to retain any value to captains, flexibility is vital.

Sincerely,

Keith H. Colburn

-81
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CITY OF SAINT PAUL

P.0. BOX 901
SAINT PAUL ISLAND, ALASKA
99660-0901
(907) 546-2331
FAX (307) 546-3188

November 21, 2002

Dave Hanson, Chairman

NPFMC Crab Community Committee
605 West 4th, Suite 306
Anchorage, Alaska 99501-2252

Re:  Cumulative Impacts on Northern Region Communities
Proposed Framework for Community Protection

Dear Dave:

The City of Saint Paul hereby submits its comments concerning BSAI Crab Community
Protection and the work of your committee. Our Proposed Framework for Community
Protection is our specific proposal for committee consideration. Prior to the meeting we will be
submitting a second document titled “ Potential Cumulative (Negative) Impacts on the Northern
Region” which quantifies the potential impact of various Council alternatives.

We look forward to working with you and all of the other crab communities in our upcoming
meetings.

Sincerely,

y y—— “
Simeon Swetzof, Jf., Mayor
Mayor

Attachment

2/
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Proposed Framework for Community Protection

The NPFMC and community and industry participants in the BSAI crab rationalization
process have always held as one of their goals the preservation of current recent
participants and their investments. In fact, the NPFMC has authored a rather
revolutionary approach to this end in its “Three Pie Voluntary Cooperative” by
recognizing harvesters, processors, skippers and crab communities.

The current scram‘ble by some parties to gain a last-minute advantage also reminds us of
the comments offered up by one of the NPFMC members:

“We will get this (BSAI crab rationalization) done when people realize
they are not going to get more than they deserve.”

The NPFMC has already defined qualifying years, sector eligibility, geographic
boundaries and a whole host of other program elements. We encourage everyone on the
BSAI Crab Community Committee to now come together to get our work done.

Proposed Framework

Consistent with NPFMC direction to work within the framework of the April 14 motion,
the June 10 motion and the October 4 clarifications, we offer up the following
recommendations:

“Eligible communities™ shall be defined as any community in which aggregate
(community) landings exceeded 4% (four percent) of the species for which processor QS

is awarded during the qualifying period. (April motion pg 16). The eligible community

shall be a Borough if there is one, or a first or second class city if there is no borough
(April motion, page 16)

Period used to determine regional percentages are as follows: the base years for
determining processing shares and the base period for determining the share assigned to
each region shall be the same (June motion, 3.2.5 (1))

“Community landings” for closed fisheries will be determined using a formula
that mirrors “Processor Option One” as defined in the analysis. (April motion pg 16)

Transfers of IPQ out of a region are prohibited. (June motion pg 12)

“Cooling off period”: Processing quota earned in a community may not be
utilized outside that community for a period of 1-2 years after implementation of the
rationalization period. (October clarifications pg 4.) Adopt the 10% transferability
rule(October clarifications) but strike the exemptions for Bairdi and Adak red King Crab
and instead specify that this cooling off period must be applied equitably to all species
and QS rights in all regions, including all closed species, “B” shares, Skipper shares and
CDQ shares. During the “cooling off” period, all crab must be landed consistent with the

3/
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“community landings” provisions as defined in the April motion, and further specified in
the analysis in Table 3.6-1 as Processor Option One.

Community ownership of IFQ and IPQ: Adopt in its entirety the NPFMC’s
language in the October 2002 clarifications titled “Alternative 3”, which provides for
community ownership of both processor and harvester QS and establishes a definition of
the community entities that would be eligibly to purchase and manage the QS.

First Right of Refusal: Adopt October 2002 NPFMC language (“ First Right...
frevised alternative”). Clarify that the exception (“...except those communities that
receive a direct allocation...”) specifically excludes Adak only in the present framework.
Adopt a 30-day timeframe for responses to balance community need with the private
sectors right to sell or transfer its assets. We recogrize that there may be several
significant legal issues surrounding this provision and encourage the Committee to work
out the details for the other alternatives.
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CITY OF KODIAK (AT & -
RESOLUTION NUMBER 02-26 Svi & o 2002

A RESOLUTION OF THE COUNCIL OF THE CITY OF KODIAK Pm
A BERING SEA/ALEUTIAN ISLAND CRAB RATIONALIZATION CO
PROTECTION MECHANISM -

WHEREAS, Kodiak has a long history of buying and processing all crab species
harvested and delivered from the Bering Sea and Aleutian Islands (BSAI) for over 40 years; and

WHEREAS, Kodiak processors were the initial developers of BSAI crab fisheries from
the 1940s through the 1970s; and

WHEREAS, Kodiak has always been a leader in competitive pricing for live crab
delivered from the BSAI; and

WHEREAS, Kodiak has suffered economically, similar to other shore-side crab
processing communities, since the collapse of crab stocks in the mid-1980s; and

WHEREAS, there is evidence that crab resources will rebound during the cold-water
phase of the Pacific decanal oscillation; and

WHEREAS, the historical harvest of BSAI crab that has been delivered to and processed
in Kodiak year after year has had a significant, positive impact on the Kodiak economy; and

WHEREAS, the processor quota share and regionalization provisions of BSAI crab
rationalization significantly reduce the opportunity for BSAI crab harvesters to deliver to shore-
based processing plants in Kodiak; and

WHEREAS, the recent 2002 BSAI crab fishery exemplifies the importance and value of
this fishery for the Kodiak economy;

NOW, THEREFORE, BE IT RESOLVED by the Council of the City of Kodiak, Alaska,
that for the purposes of Bering Sea and Aleutian Islands crab rationalization, all deliveries of
harvested live crab to Kodiak's shore-side processors should be exempt from any requirement to
sell to specific processors and /or in specific geographical areas.

BE IT FURTHER RESOLVED that if BSAI crab rationalization is implemented,
Congress is urged to pass legislation, regardless of any other rationalization provisions, that
allows BSAI crab harvesters to deliver any amount of crab they choose to Kodiak shore-side
processing plants, thus making Kodiak an open port.

" CITY OF KODIAK
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Adopted: October 24, 2002



UNITED STATES DEPARTMENT OF COMMERCE

National Oceanic and Atmospheric Administration

National Marine Fisheries Service
P.O. Box 21668 AGENDA C-1h

Juneau, Alaska 99802-1668 DECEMBER 2002
SUPPLEMENTAL

November 29, 2002

David Benton E@EHME

Chairman, North Pacific Fishery
Management Council Noy 2 ¢ 2
605 West dth, Suite 306 . 002
Anchorage, Alaska 99501-2252 L N

‘PEyo
Dear Dave:

This letter responds to the request of the North Pacific Fishery Management Council (Council) at its
October 2002 meeting that NMFS and NOAA General Counsel examine the question of whether the ;
November 2002 preliminary draft Environmental Impact Statement for BSAI Crab Fisheries (draft
EIS) contains an adequate range of reasonable alternatives consistent with the CEQ regulations for

implementing the National Environmental Policy Act (NEPA).

Under CEQ regulations and case law interpreting NEPA, only reasonable alternatives are required to
be considered in an EIS. Reasonable alternatives within the range dictated by the nature and scope of
the proposal must be examined. The adequacy of an EIS can be challenged if a reasonable alternative
exists but is not examined or is not represented among the analyzed alternatives. In determining
whether an EIS considered reasonable alternatives, courts will look closely at the objectives identified
in an EIS’s purpose and need statement. A court’s evaluation of the choice of “reasonable alternatives™
is made by asking two questions — (1) whether the objectives are reasonable and (2) whether a
particular alternative is reasonable in light of those objectives. While courts will give considerable
deference to the Council’s and NMFS’s expertise and policy-making role in defining the action’s
objectives, courts will not allow the Council and NMFES to define the objectives of an action so
narrowly as to preclude a reasonable consideration of alternatives.

fi
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When a reasonable set of objectives is defined, those objectives delimit the universe of reasonable
alternatives to satisfy the stated purpose and need. An alternative is properly excluded from
consideration in an EIS only if it would be reasonable to conclude that the alternative does not bring
about the ends stated in the purpose and need. NEPA does not require detailed analysis of alternatives
that do not accomplish the purpose of an action, i.e. alternatives that are too remote, speculative,
impractical, or ineffective. However, a reasonable explanation must be included in the EIS as to why
those alternatives were eliminated from further study.

Given the above, we examined the objectives contained in the purpose and need section of the draft
EIS. Most of the statements made in the purpose and need section support a determination thatw
§
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proposed action is the rationalization of the BSAI crab fisheries. The purpose and need section also
specifies the objectives that a rationalization program must satisfy. These objectives are clearly stated
in the Council’s Problem Statement:

The problem facing the Council, in the continuing process of comprehensive rationalization is to
develop a management program which slows the race for fish, reduces bycatch and its
associated mortalities, provides for conservation to increase the efficacy of crab rebuilding
strategies, addresses the social and economic concerns of communities, maintains healthy
harvesting and processing sectors and promotes efficiency and safety in the harvesting sector.
Any such system should seek to achieve equity between the harvesting and processing sectors,
including healthy, stable and competitive markets.

The draft EIS currently contains three alternatives: the no action/status quo alternative; a voluntary
three-pie cooperative program alternative; and a no fishing alternative. The purpose and need section
includes an explanation as to why the Council believes the voluntary three-pie cooperative program
alternative satisfies all of the objectives of the proposed action. Alternative 1, the no action alternative,
is described as “the continuation of the current Fishery Management Plan for Bering Sea/Aleutian
Islands King and Tanner Crabs (FMP), and all activities authorized under the FMP, the current suite of
FMP management measures, as amended over the years, and the State of Alaska and Federal
regulations developed to implement those measures.” Alternative 3 is described as “an FMP that
would close the BSAI to commercial crab fishing for all species covered under the FMP.”

The draft EIS was originally intended to be a programmatic analysis of the BSAI King and Tanner
Crab FMP. Therefore, the no action/status quo alternative was described broadly as all of the activities
authorized under the FMP, consistent with the scope of an FMP programmatic review. Alternative 3
was included as a programmatic approach to managing the BSAI crab fisheries that would sharply
define the issues and provide a clear basis for choice among options by the decision-makers and the
public.

As described above, however, the proposed action only consists of developing a program to rationalize
the BSAI crab fisheries. Given the stated scope of this action, alternatives that examine the BSAI Crab
FMP in its entirety are overly broad. In keeping with the stated scope of the action and the objectives
as described in the purpose and need section of the preliminary draft EIS, we recommend that
Alternative 1 be modified to the existing limited access component of the BSAI King and Tanner Crab
FMP, i.e. the BSAI crab license limitation program. Alternative 3 does not appear to meet all of the
objectives of the stated scope of the action and the Council should determine whether this alternative
continues to be a reasonable alternative.

Furthermore, the Council has examined or has been presented with other alternatives in the Bering Sea
Crab Rationalization Program Alternatives document (also called the Council Analysis document).
These alternatives are not currently included as alternatives in the draft EIS. The draft EIS should
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include an explanation as to why these other alternatives do not satisfy the stated purpose and need.
The objectives set forth in the purpose and need section are fairly broad objectives, and do not appear

to narrow the field of reasonable alternatives. At this point, however, only one alternative, the voluntary
three-pie cooperative program, has been identified by the Council as meeting the objectives of the
proposed action. If other alternatives meet the objectives set forth in the purpose and need statement,
they should be evaluated in the draft EIS.

At this time, we cannot determine whether the range of reasonable alternatives in the current draft EIS
is adequate. We recommend that the Council explain why the other alternatives already evaluated or
alternatives presented to the Council by the Advisory Panel or public do not meet the objectives.

Sincerely,

JamesW Balsiger
W Admlmstrato laska Re

cc:  Steering committee members
Diana Evans, NPFMC
Jon Isaacs, URS
Lisa Lindeman, GCAK
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