AGENDA C-7

FEBRUARY 2003
MEMORANDUM
TO: Council, SSC and AP Members
FROM: Chris Oliver W ESTIMATED TIME
Executive Director 2 HOURS

DATE: January 17, 2003
SUBJECT: Observer Program
ACTION REQUIRED

(a) Review discussion paper on alternatives for restructuring the North Pacific Groundfish Observer

Program
(b) Review Observer Advisory Committee report and provide further direction

Background

In July 2002, the Observer Advisory Committee (OAC) met in Seattle to consider the need to restructure the
North Pacific Groundfish Observer Program (Observer Program), based on direction from the Council and
issues stemming from NMFS, industry, observer providers, and observers. The overriding goal of
restructuring the program would be to increase the quality of observer data to more effectively accomplish
inseason management and conservation goals in the North Pacific groundfish fisheries. As a result of that
meeting, the OAC concluded that it supports full Federal funding of the Observer Program, but it would
consider support of a program design that includes a blend of Federal funding and a fee plan. In addition, the
OAC agreed that the Council should focus first on addressing the problems in the unobserved and 30% fleet.
The committee recognized the difficulty in recommending restructuring alternatives in light of the
uncertainty surrounding potential Magnuson-Stevens Act reauthorization, industry efforts to secure Federal
funding for the Observer Program, and the direction of developing rationalization programs.

At its October 2002 meeting, the Council reviewed the OAC report from July and noted that it supports the
continuing work of the committee. It further tasked the committee to develop a problem statement and
alternatives to be presented at the February Council meeting. In order to facilitate further progress by the
committee, NMFS and Council staff developed an outline for a discussion paper which proposes a problem
statement, scope, and general alternatives and issues for long-term, significant revisions to the Observer
Program. NMFS also drafted a summary of a potential pilot project to test deployment of observer resources
to determine catch composition and bycatch rates in a specific fishery. These draft outlines were presented
to the Council at the December meeting and a January OAC meeting was scheduled to present the discussion
paper to the committee for review and feedback.

(a) Review discussion paper on alternatives for restructuring the Observer Program

The draft discussion paper was completed in January and reviewed by the OAC prior to this meeting. The
discussion paper outlines five primary issues relevant to restructuring the Observer Program, including a
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proposed problem statement, scope, funding mechanisms, coverage and deployment issues, and the role of
observer providers and contracts. Staff anticipates that these issues would be developed into a full analysis
at some point in the future, should the Council provide such direction. Thus, the discussion paper is provided
to show the general direction of proposed changes to the Observer Program and to provide a starting point
for discussion of a problem statement and alternatives for analysis. Item C-7(a).

® Review Observer Advisory Committee report and provide further direction

The OAC convened on January 23 - 24, 2003 in Seattle to review the discussion paper mentioned above, with
the primary focus of the committee on refining the scope of the proposal, the problem statement, and if time
permits, the alternatives and options for a potential formal analysis. The committee also discussed a NMFS
proposal for a short-term pilot project intended as a step toward determining appropriate coverage levels and
improving catch accounting and PSC estimation, as well as testing deployment and contracting aspects. The
full committee agenda is attached as Item C-7(b), and the summary of the pilot project is attached as
Item C-7(c).

The draft OAC report from January will be distributed at the Council meeting. This report will summarize
the work of the committee and its feedback on the discussion paper and other agenda items. Should the
Council choose to initiate an analysis of the effects of a new program design, the next likely steps would be
to approve a problem statement and alternatives for analysis. The Council may initiate these steps at this
meeting and/or provide further direction.
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AGENDA C-7(a)
JANUARY 2003

DISCUSSION PAPER ON
OPTIONS FOR OBSERVER PROGRAM RESTRUCTURING

NMFS Alaska Region
January 21, 2003

The following discussion paper was prepared to summarize the results of an agency meeting held in
Juneau October 28-29 to discuss various ideas for restructuring the North Pacific Groundfish Observer
Program (Observer Program). At that meeting, NMFS and Council staff developed a proposal to
establish a new observer funding mechanism involving some combination of fees and federal subsidies,
and a contracting system in which NMFS rather than industry would contract for observer services.
Although many of the details of the proposal remain subjects for further discussion and analysis, NMFS
and Council staff generally agreed that due to the cost and complications associated with a total overhaul
of the Observer Program, it may be more practical to undertake a project that, at least in the first stages, is
limited in scope to certain fisheries and/or vessel classes. For example, a new funding and contracting
system could be limited to the Gulf of Alaska (GOA) or to vessels that currently have less than 100%
observer coverage requirements.

In general, NMFS and Council staff agree that limiting the initial restructuring of the program to specific
areas, fisheries, or vessel classes has considerable merit. First, a limited program restructuring is a more
likely candidate to receive federal funding. For example, the costs of federally funding observer coverage
in the GOA would be comparable to the amount of federal funds spent on observer coverage in other
individual regions of the United States, whereas complete federal funding of all observer coverage off
Alaska could exceed the total cost of all other observer programs nationwide. Second, a program
restructuring limited to specific fisheries and areas would be less disruptive to industry and contractors
than an attempt to overhaul the entire groundfish Observer Program off Alaska. Finally, a limited
program restructuring would provide a transition period during which the bulk of coverage could continue
under the existing "pay-as-you-go" system while staff, contractors, and observers gain operational
experience under a new system.

1.0 Draft problem statement

As part of this effort, NMFS and Council staff prepared the following draft problem statement to support
efforts to obtain federal funding and program restructuring:

The North Pacific Groundfish Observer Program (Observer Program) faces a number of
longstanding problems that result primarily from the current "pay-as-you-go” funding
mechanism and associated program structure. The program is driven by coverage levels based
on vessel size that, for the most part, have been established in regulation since 1990. The quality
and utility of observer data suffer because coverage levels and deployment patterns cannot be
tailored to respond to the specific management needs and circumstances of individual fisheries.
In addition, the existing program in which vessel operators rather than fishery managers control
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when and where observers are deployed contains potential sources of bias that jeopardize the
statistical reliability of catch and bycatch data. The current program is also one in which many
smaller vessels face observer costs that are disproportionately high relative to their gross
earnings. Furthermore, the complicated coverage rules for 30% vessels have lead to observer
availability and coverage compliance problems. Altering the funding mechanism and program
structure will provide the flexibility to solve many of these problems associated with data quality
and cost equity. The development of a fee-based funding mechanism in conjunction with federal
Junding can address the data quality and disproportionate cost problems identified above and
allow NMFS and the Council to more effectively accomplish the management and conservation
goals for the North Pacific groundfish fisheries.

2.0 Project scope: Which areas, fisheries, or vessels would be
included?

Previous attempts by the Council to restructure the Observer Program and/or develop an alternate funding
mechanism (i.e. the Research Plan and JPA) were comprehensive in scope in that the proposals would
have encompassed all groundfish fisheries off Alaska. However, given the diversity of fisheries and
observer program issues off Alaska, and the cost and complication of a total program overhanl, it may be
more practical to undertake a project that, at least in the first stages, is limited in scope to certain fisheries
and/or vessel classes. The possible scope for such a project could range from as small as a short-term
pilot project in a single fishery to test to test new deployment models, to as large as a comprehensive
restructuring of the entire observer program off Alaska. Ultimately, the scope of the proposed observer
program restructuring represents a tradeoff between cost and complexity on the one hand, and
comprehensiveness on the other.

Two general options exist for limiting the scope of program restructuring: (1) The program restructuring
could be limited to a specific area or fishery such as the GOA groundfish fishery, or (2) the program
restructuring could be limited to certain vessel classes such as the existing 30% fleet (generally vessels
under 125 ft).

2.1. Program restructuring limited to a specific area such as the GOA

Under this proposal, a new program structure and funding mechanism would be developed for GOA
groundfish fisheries, while the groundfish fisheries of the BSAI would continue to operate under the
existing program. Problems that have been identified with the current program, such as establishing
appropriate coverage levels and disproportionate costs of observer coverage, are most associated with the
GOA groundfish fisheries. Consequently, a program restructuring that is limited to the GOA would be
able to address many of the problems with the current program, without disrupting the larger fisheries of
the BSAI where such problems may be less acute.

A restructuring proposal limited to the GOA also may be a more viable candidate for federal funding for a
variety of reasons. First, the cost of funding a new program in the GOA would only be a fraction of the
cost of a program that includes the BSAI because the existing level of observer deployment days in the
GOA fisheries 1s so much lower than in the BSAI. Second, 1 contrast to the BSAI, the groundfish
fisheries of the GOA are similar in character to fisheries in other regions of the United States that have
federally funded observer programs. As is the case in with the groundfish fisheries of the Northwest and
New England, most of the groundfish fisheries of the GOA are shore-based fisheries in which the primary
purpose of observer coverage is to generate fleetwide estimates of catch composition and prohibited
species bycatch. In addition, the size and type of vessels that predominantly operate in the GOA are
similar in character to those operating in the New England and the Northwest groundfish fisheries. This
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is in contrast to many of the fisheries in the BSAI where catcher/processors predominate and observers
play a much larger role in generating the vessel-by-vessel catch data that is used to manage limited access
quotas such as in the AFA and CDQ fisheries.

The development of a new funding mechanism and program structure for GOA groundfish fisheries
would allow NMFS to undertake a comprehensive evaluation of data needs in the GOA groundfish
fisheries and develop observer coverage and deployment mechanisms to most efficiently meet those data
needs. Such a proposal would also allow NMFS to tailor coverage to meet specific dataneeds on a
fishery-by-fishery or area-by-area basis.

Finally, 2 new funding mechanism and program structure for GOA groundfish fisheries should be an
integral part of the Council's GOA rationalization program. GOA rationalization will require changes to
observer coverage in the GOA because the data needs in a rationalized fishery are substantially different
than in an open access fishery. A new funding mechanism and program structure for GOA groundfish
fisheries may be the only way to develop the data collection program that will be required for GOA
rationalization.

Possible decision points for a program limited to the GOA include the following:

Should the program be limited to vessels over 60 ft or be expanded to
include vessels under 60 ft and/or the halibut IFQ fishery?

Limiting the program to vessels with existing coverage requirements (30% and 100% vessels) would
make it easier to implement the new program because observers would only be deployed on vessels that
must currently carry observers under the existing program. However, a federally-funded or fee-based
program in the GOA could be subsequently expanded to provide coverage on under 60 ft vessels where
such coverage may be appropriate or necessary to gather management data. Vessels less than 60 ft and
halibut vessels (which are generally less then 60 ft) have been excluded from observer coverage
requirements in the past primarily for economic reasons. The financial burden on the smaller vessels to
pay for their observer coverage has been considered to be too great to require them to carry observers.
Data that observers could provide in the Pacific halibut and small vessel groundfish fisheries include
information on groundfish bycatch, particularly of rockfish and prohibited species such as salmon, halibut
and crab. Additionally, observer data would provide information on vessel/seabird interactions,
particularly in the longline fisheries where such interactions are known to occur with regularity.
Interactions with the endangered short-tailed albatross are of special concern. On the whole, observer
data from these small vessels would contribute significantly to incidental mortality estimates, which
increasingly pose serious conservation and management concerns, particularly for long-lived and low
abundance rockfish species. One option would be to begin with only vessels over 60 ft, with the idea that
under 60 ft vessels could be added to the program later.

Should the program be limited to vessels or include processors?

One option would be to establish a new program for vessel observers only and require processors to
continue to obtain observers through the current "pay-as-you-go" program. Another option would be to
include all GOA processors in the new program. Limiting the program to vessels would obviously cost
less, but could be more complicated to operate if vessels and processors operating in the same fishery
receive observers through different programs. A program restructuring that includes both vessels and
processors in the GOA would allow for more efficient use of observers because observers could be freely
moved between vessels and processors operating in the same area. This could reduce travel costs and
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observer down time relative to a system in which vessels and processors operating in the same area obtain
observers through separate programs.

Should the program include certain BSAI fisheries?

A new funding mechanism and program developed for the GOA groundfish fisheries could also be
expanded at some point in the future to include some or all groundfish fisheries in the BSAI. However,
because existing coverage levels and the number of observers deployed in the BSAI are so much greater
than the GOA, including all BSAI fisheries would greatly escalate the program's cost and complexity. In
addition, compared to the GOA, the groundfish fisheries of the BSAI and observer coverage requirements
are becoming increasingly more complex and specialized. In the BSAI, NMFS is also becoming
increasingly reliant on observers as the sole source of management data compared to the GOA where
landings data reported by processors still plays a central role.

Two hundred percent coverage is now required on most CDQ vessels, and also on all AFA inshore
processors, motherships, and catcher/processors in the BSAI. The prohibited species-based cooperatives
under consideration for the H&G trawl fleet could result in increased coverage levels for those vessels as
well. The necessity and benefit of developing a new program and service delivery model for most BSAI
fisheries where 100% or 200% coverage levels are mandated by law may be less than in the GOA where
coverage levels of 30% or less are the norm. In other words, a change in the contracting system and
additional flexibility in the manner in which observers are deployed may have limited benefit in fisheries
with 100% or 200% coverage requirements.

Nevertheless. certain BSAI fisheries may share enough characteristics with GOA fisheries to warrant their
inclusion 1n a new program based primarily in the GOA. For example, some of the smaller fixed gear
fisherics in the BSAIT could be included in a GOA-based program without greatly increasing program cost
or complcxity.

2.2 Program restructuring limited to certain vessel classes such as 30%
vessels

Under this proposal, NMFS would develop a new funding mechanism and program for the existing 30%
flcets in both the BSAI and GOA. Vessels between 60' - 125' LOA, and all vessels fishing with pot gear,
that partizipate 1n the groundfish fisheries off Alaska are required to carry observers for 30% of their
fishing davs  This represents approximately 245 vessels and 9247 observer days in the Gulf of Alaska
and Benng Sca together in 2001. Under the current program structure, operations requiring 30% observer
coverace determine when and where to carry observers, resulting in uneven and unpredictable observer
coverage by ume and area, with a potential for some significant biases in the resulting data.

Addiuonalls . the current system makes enforcement of observer coverage compliance very difficult.
NMFS enforcement estimated that non-compliance with coverage requirements for the 30% fleet in the
first quarter of 2000 to be around 50%

Under this proposal, the cost of observer coverage for such vessels could be covered with a federal
subsidy, a new fee program, or a combination of the two. Vessels that currently have 100% or 200%
coverage requirements would continue to obtain observers through the current "pay-as-you-go" program.
This proposal would address the issue of disproportionate observer coverage costs that are most acute for
many smaller vessels in the under 125 ft class. Such a program also would allow NMFS to implement
more efficient or appropriate coverage levels and deployment patterns for vessels with less than 100%
coverage. However, this proposal could be significantly more complicated to administer than a program
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that is restricted to a certain area such as the GOA because it would result in two different service
delivery models in most fisheries, one for vessels over 125 ft and one for vessels under 125 ft.

A program limited to a certain class of vessels also could be based on other distinguishing charactenistics
such as gear type or processing mode. For example, a new fee-based program could be developed for
catcher vessels, while catcher/processors could continue to operate under the existing program.
Alternatively, trawl vessels could operate under one system for observer coverage while fixed-gear
vessels operate under another.

To provide information on the relative magnitude of the above proposals, Table 1 provides estimates of
the observer deployment days and costs for the 30% and 100% fleets and shoreside plants. In Tables 2
and 3, the estimates for vessels are provided separately for the GOA and BSAI and the estimates for
inshore processors are provided by processor category, respectively. Estimates of observer deployment
days and costs for vessels by gear and coverage level are in Table 4. As Table 1 illustrates, the percent of
observer deployment days accounted for by 30% vessels, 100% vessels, and inshore processors,
respectively, was typically about 25%, 63% and 12% during 2000-2002. The estimates is Table 2
indicate that typically BSAI vessels accounted for about 88% of the observer deployment days on vessels.

3.0 Funding

The estimated number of observer deployment days in the GOA and BSAI groundfish fisheries decreased
from about 35,100 in 2000 to about 34,100 in 2002 and averaged about 34,900 for 2000 through 2002
(Table 1). With an estimated cost of $335 per day, including transportation costs, the annual direct cost to
the industry decreased from $11.8 million in 2000 to $11.4 million in 2002 and averaged $11.7 million.
In 2001, the most recent year for which an estimate of gross ex-vessel eamings is available, the estimated
cost of $11.9 million was almost 2.2% of the $542 million gross ex-vessel earnings from the GOA and
BSAI groundfish fisheries. The estimates of gross ex-vessel eamings used in this discussion paper do not
include the value added by at-sea processing. As noted above, estimates of observer deployment days and
the direct cost of the observer deployments on vessels by observer coverage levels and area are presented
in Table 2. Comparable estimates for inshore processors are in Table 3.

The estimates of the observer costs as a percent of gross ex-vessel earnings differ substantially among
vessel classes and within each vessel class (Tables 5 - 5.2). For example, the weighted averages in 2001
ranged from 1.2% for mid-size, trawl, catcher vessels with 30% coverage requirements to 4.3% for large,
longline catcher processors with 100% coverage requirements. However, among the mid-sized trawlers,
the observer cost ranged from 0% to 7.3% of gross ex-vessel earnings. These estimates are based on an
average cost per observer deployment day of $335. NMFS does not have the information necessary to
estimate the differences in the cost per day by vessel class or by vessel.

Based on the average number of observer deployment days in 2000 - 2002 and a an increased cost per day
of $355, the projected cost for 2003 is $12.4 million. Observer providers have indicated that the cost per
day is expected to increase in 2003 due to increased insurance costs and wages for observers.

3.1 Full federal funding

To fully fund the current number of observer deployment days (i.e., the 2000-2002 average), an
additional appropriation of $12.4 million would be needed in 2003. If the cost per deployment day or the
number of deployment days increases, the required annual appropriation would increase. Despite the fact
that most observer programs are fully funded by NMFS, the Alaska Region was not successful in
obtaining full federal funding for FY 2003 and it is not clear that it will be successful in the future.
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Obviously the additional appropriation that would be necessary for full federal funding will depend on the
scope of the program for which there would be full funding. For example, to fully fund the current
number of observer deployment days (i.e., the 2000-2002 average) for the vessels with 30% coverage
requirements, an additional appropriation of just over $3.1 million would be needed in 2003. That
estimate is based on 8,843 deployment days (Table 1). Altematively, the projected cost for only GOA
vessels that currently have coverage requirements is about $1.3 million

Full federal funding for only the GOA or BSAI or for just some classes of vessels and processors would
change the vessels and processors for which there would be disproportionate observer costs.

3.2 Fee Options
Research plan (partial or total)

In 2001, a research plan fee of 2%, the maximum currently authorized under the Magnuson-Stevens Act
would have generated almost $11.2 from the GOA and BSAI groundfish fisheries and another $2.2
million if it also had been applied to the halibut fishery. The total of $13.4 million would have exceeded
both the $11.9 million estimated cost of the actual observer deployment days in 2001 and the previously
mentioned $12.4 million projection for 2003. In 2001, the surplus of $1.5 million could have funded
almost 4,500 additional observer deployment days or a fee of 1.8% would have covered the estimated
cost of $11.9 million. Estimates of the potential fee revenues and observer costs for 2001 by type of
operations are summarized in Table 6.

The estimates in Table 6 indicate that the current disproportionately high costs for some types of
operations as a whole and for some vessels in each vessel category could be eliminated by imposing a fee
of less than 2% on the groundfish landings of vessels less than 60" and on halibut landings. If a fee of 2%
were imposed on those landings, in addition to addressing the disproportionately high cost problem for
some vessels, the deployment days could be increased.

The following problems would be associated with most any fee collection program based on gross ex-
vessel earnings: (1) there would be an accounting and collection burden for those who submit the fees to
NMFS (under the Research Plan Fee Collection Program that was in place for less than a year, processors
collected the fees and submitted them to NMFS); (2) a fee collection program will have administrative
costs; (3) the issues of calculating standard ex-vessel prices and deciding whether to use actual ex-vessel
prices when they are available have to be resolved; (4) there would be a need for federal funding to allow
NMEFS to enter into contract with observer providers before the fee revenues have been collected; and (5)
the redistribution of observer costs would benefit some fishing and processing operations at a cost to
others.

NOAA General Counsel, Alaska Region (GCAK) has not determined if the research plan fees can be
applied to only a subset of the vessels in the fisheries for which the Council and NMFS have the authority
to establish a fee program.

IFQ fees (under GOA rationalization)

In 2001, the estimated gross ex-vessel earnings from GOA groundfish landings were about $122 million.
Therefore, an IFQ fee of 3% of gross ex-vessel eamings would have generated almost $3.7 million. Itis
not known either how much of that revenue would be required to cover IFQ management and
enforcement costs or how the level of observer deployment days would change. However, the
expectation is that some of the IFQ fees would be available to support observer coverage in the GOA.
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The expected timing of the implementation of a GOA rationalization program is an important factor in
determining whether improvements to the observer program for the GOA should be pursued as part of the
rationalization program or separately.

New fees (requires Magnuson-Stevens Act authorization)

As noted above, GCAX has not determined if the research plan fees can be applied to only a subset of the
vessels in the fisheries for which the Council and NMFS have the authority to establish a fee program.
Therefore, it is possible that the Magnuson-Stevens Act would have to be modified to allow the partial
implementation of research plan fees. A Magnuson-Stevens Act amendment would be required to
authorize a fee collection program that is not based on gross ex-vessel eamings.

TAC/PSC Set aside

One alternative that has been discussed, and which is used in the State managed crab fisheries, is to set
aside a portion of the TACs which could be auctioned to generate revenues to fund observer coverage.
On the surface this alternative is attractive in that it requires no fee assessment on vessels or processors, it
requires no accounting and collection burden placed on processors (as was the case under the original
Research Plan), and it eliminates the issues associated with using standard and actual ex-vessel prices.
However, there are some significant complicating factors associated with this alternative.

In essence, this is an indirect form of a fee percentage. For example, if 5% of the TACs and PSC limits
were auctioned off to fund observers, the catch and revenue available to vessels which did not buy TACs
and PSC limits would be reduced by 5%. This decreases their net revenue by less than 5% if it results in
a decrease in fishing effort and costs. The fishing operations that purchase part of the TACs and PSC
limits would be expected to offset some of the loss they would otherwise have. Therefore, it is unlikely
that this type of ‘fee’ would be borne proportionally across the fleet(s). Unless fishing operations are
willing to pay at least the ex-vessel value of the catch they could harvest with the TACs and PSC limits
they purchase, more than 2% of the TACS and PSC limits would have to be auctioned to collect as much
revenue as would be generated by a 2% fee on gross ex-vessel earnings.

It will also be difficult to estimate how much of the TACs and PSC limits would have to be auctioned to
generate sufficient revenue to pay for or subsidize the costs of observer coverage. The cost of conducting
the auction could be reduced by auctioning TAC/PSC shares for several years at a time. However, that
would make it more difficult for fishing operations to determine the value of such set-asides. An
additional complication is the bundling of TACs and PSC limits that a fishing operation would need to
prosecute i a particular fishery or set of fisheries. Amendments to the Magnuson-Stevens Act would
likely be required to implement this type of fee approach. Such an option would be more feasible for
fisheries where rationalization programs are in place, such as the BSAI pollock fisheries (where bycatch
bundling is also less of a complicating factor). However, reserving part of the BSAI pollock TAC for this
purpose may not be possible under the AFA.

4.0 Coverage and Deployment Issues

4.1 Proposals to improve existing 30% coverage

One of the most acute problems with the existing "pay-as-you-go" system is that the resulting coverage
pattemns in the 30% fleet are neither random nor comprehensive. Current regulations require that all 30%

vessels carry an observer for 30% of their fishing days in each fishery on a quarterly basis and vessels are
free to chose when and where they will carry observers as long as those requirements are met. Several
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problems arise from this system. First, the time period that observers are carried is not random. Vessel
operators tend to want to defer their coverage until the latter part of each fishery or quarter so that they
are more certain of how many days are needed to achieve 30% coverage. This can result in fishing weeks
during which no observers are present in a given fishery. For example, if 20 vessels are participating in a
given fishery and the fishery lasts 3 weeks, it would be possible under the existing regulations for all 20
vessels to chose to take observers during the final week of the fishery meaning that NMFS would receive
no management data from the first 2 weeks of the fishery and would be unable to track PSC rates.

Second, this system may not result in random or comprehensive spatial distribution of observer coverage.
Fishing in certain areas may be highly observed while fishing in other areas may be entirely unobserved.
This could happen as a result of deliberate action on the part of the fleet if, for example, vessels generally
avoided high-bycatch fishing grounds when observers are on board. It could also happen as a
consequence of geography if, for example, it is more economical to carry observers on fishing trips close
to port rather than on trips that involve longer running times. In any event, the current system provides
NMEFS with no ability to affect the temporal and spatial distribution of observer coverage in fisheries in

which 30% coverage boats predominate. The quality of data and NMFS' ability to manage the fisheries
suffers as a result.

A new system in which NMFS (rather than vessel owners) directly contracts for observer coverage would
provide the means to greatly improve the usefulness of data provided by the current 30% covered fleet.
This could be accomplished in a variety of ways. For example:

. 30% of vessels in a fisherv could camrv observers 100% of the time. This method would ensure
that the level of coverage is fairly uniform over time. If funding for observers is provided by a
fee program paid for by all vessels, or by federal funding, such a system would not be overly
burdensome on the vessels chosen for 100% coverage. A fee program could also be designed to
provide some level of fee rebate to vessels required to carry observers to compensate them for

increased costs.
. Random distribution of coverage among vessels to achieve 30% bv fisherv. Under such a system,

NMFS could devise a system to randomly rotate observers among vessels in a fishery. Under
such a system, some vessels may receive little or no coverage and other vessels could receive
coverage significantly in excess of 30% so long as the overall objective of 30% is met on a

fishery-by-fishery basis.
. Targeted deplovment of observers bv NMFS to achieve coverage by time/area cells so that each

fishing_area receives coverage at all times. Under such a system, NMFS could monitor fleet-wide
fishing patterns on a real-time basis using technologies such as electronic fishing logs and VMS.
Observers could be rotated among vessels on short notice to ensure that adequate coverage is
provided in each area that vessels are fishing.

. Test fishing by vessels under contract bv NMFS to produce catch composition and bvcatch rates
for each fishing area. Under such a system, NMFS could monitor fleet-wide fishing pattemns on a
real-time basis using technologies such as electronic fishing logs and VMS. Under such a
system, NMFS would contract with certain vessels in a fishery to carry observers and the vessels
would fish in certain areas at the direction of NMFS to ensure that coverage is comprehensive.
For example, if VMS and electronic fishing logbooks show that a number of unobserved vessels
are fishing in a given area, NMFS could direct an observed vessel to that area to ensure that
bycatch and catch composition data is being collected in that area.
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