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2. INTRODUCTION

The National Marine Fisheries Service (NMFS) requires the preparation of a Regulatory Impact Review (RIR)
for dl regulatory actions that either implement a new Fishery Management Plan (FMP) or significantly amend an
exigting plan or regulation. The RIR is part of the process of preparing and reviewing FMPs and provides a
comprehensive review of the changes in net economic benefits to society associated with proposed regulatory
actions. The andysisaso provides areview of the problems and policy objectives prompting the regulatory
proposas and an evaluation of the mgjor dternatives that could be used to solve the problems. The purpose of
the andysisisto ensure that the regulatory agency systematically and comprehensively consders dl avalable
dternatives s0 that the public welfare can be enhanced in the most efficient and cost-effective way.

The RIR addresses many items in the regulatory philosophy and principles of Executive Order (E.O.) 12866.
The RIR dso sarves as the basis for determining whether any proposed regulation is a"sgnificant regulatory
action" under certain criteria provided in E.O. 12866.

3. MANAGEMENT OBJECTIVES
The objectives of the surfclam and ocean quahog FMP are:

1. Conserve and rebuild Atlantic surfclam and ocean quahog resources by stabilizing annud harvest rates
throughout the management unit in away that minimizes short term economic didocations.

2. Smplify to the maximum extent the regulatory requirement of surfclam and ocean quahog management to
minimize the government and private cost of administering and complying with regulatory, reporting, enforcement,
and research requirements of surfclam and ocean quahog management.

3. Provide the opportunity for industry to operate efficiently, consstent with the conservation of surfclam and
ocean quahog resources, which will bring harvesting capacity in balance with processing and biological capacity
and dlow industry participants to achieve economic efficiency including efficient utilization of capita resources by
the industry.

4. Provide a management regime and regulatory framework which is flexible and adaptive to unanticipated short
term events or circumstances and congstent with overal plan objectives and long term industry planning and
investment needs.

The management unit isdl surfdams (Spisula solidissima) and al ocean quahogs (Arctica idandica) in the
Atlantic EEZ.
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Federal Surfclam & Ocean Quahog Quotas and Landings: 1990 - 2002

Surfclams (Thou Bushels) Ocean Quahogs (Thou. Bushels)

* Georges Bank first closed for PSP in 1990 * Maine ocean quahog fishery excluded 1991 - 2000
Y ear Landing Quota Per cent Y ear Landing Quota Per cent

S Harvested S Harvested

1990* 3,114 2,850 109% 1990 4,622 5,300 87%
1991 2,673 2,850 94% 1991* 4,840 5,300 91%
1992 2,812 2,850 99% 1992* 4,939 5,300 93%
1993 2,835 2,850 99% 1993* 4,812 5,400 89%
1994 2,847 2,850 100% 1994* 4,611 5,400 85%
1995 2,545 2,565 99% 1995* 4,628 4,900 94%
1996 2,569 2,565 100% 1996* 4,391 4,450 99%
1997 2,414 2,565 94% 1997* 4,279 4,317 99%
1998 2,365 2,565 92% 1998* 3,897 4,000 97%
1999 2,538 2,565 99% 1999* 3,770 4,500 84%
2000 2,561 2,565 100% 2000 3,161 4,500 70%
2001 N/A 2,850 N/A 2001 N/A 4,500 N/A

2002* * N/A 3,135 N/A 2002* * N/A 4,500 N/A

**2002 quotas are Council recommendations

Source: NMFS Clam Logbook Reports, Woods Hole, MA

3.1. Surfclam Policy Objectives

Council policy isto set the surfclam quota within the OY range (1,850,000 to 3,400,000 bushels) at alevd that
will dlow fishing to continue &t that leve for at least 10 years, and within the above congraints the quota may be
et taking into account economic information to set the quota to consider net economic benefits over time to
consumers and producers, within the framework of greatest national benefit.

At the March 2000 Council meeting, the Council (after reviewing the December 1999 surfclam SARC report)
passed a motion that, "given the recent stock assessment, we consider an increase in quota to the 3.4 million
bushel OY over the next 5 years with a 10% increase the first year."

3.2. Ocean Quahog Policy Objectives
Council palicy isto set the ocean quahog quota within the OY range (4,000,000 to 6,000,000 bushels) a aleve
that will alow fishing to continue at that leve for at least 30 years, and within the above congraints the quota may

be set taking into account economic information to set the quotato consider net economic benefits over timeto
consumers and producers, within the framework of greatest national benefit.
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4. DESCRIPTION OF THE SURFCLAM AND OCEAN QUAHOG FISHERIES
4.1. Description of the Atlantic Surfclam Fishery

4.1.1. Surfclam Overview

Surfclams are bivalve mollusks which are distributed in the western North Atlantic from the southern Gulf of St.
Lawrence to Cape Hatteras. Commercid fisheries have generaly concentrated on the populations of surfclams
which have flourished in the sandy ocean sediments off the coast of New Jersey and the Delmarva peninsula
Growth rates are rdatively rapid, with clams reaching preferable/harvestable size (gpproximatdy 5 inches) in
about Sx years. Maximum sizeis aout 9 inchesin length, though individuas larger than 8 inches arerare. They
have alongevity of gpproximately 35 years, and while some individuas reach sexud maturity within three months,
most spawn by the end of their second year.

In the Mid-Atlantic region, surfclams are found in the relatively shallow waters from the beach zone to a depth of
about 180 feet. Subgtantia fisheries exist in the 3-mile jurisdictions of the States of New Jersey and New Y ork.

Traditiondly, surfdlams’ dominant use has been in the “ strip market” to produce fried clams. In recent years,
however, they have increasingly been used in chopped or ground form for other products, such as high-quality
soups and chowders.

4.1.2. Surfclam Pricing

Exvessd prices for surfclams can vary considerably depending on the qudity and meet yield of surfdlamsfrom a
particular area. Surfclam bedsin New Y ork state waters and off the Delmarva peninsula tend to have lower
meet weights and command lower prices. Priceswill aso depend on the nature and terms of contracts which
fishermen and aloceation holders enter into with processors. The markets for surfclams and ocean quahogs have
varied over time, and individua fishermen may choose to accept alower price for his dlocation of one speciesin
return for assurances that the processor will purchase his aloceation of the other species. Some alocation holders
and processors choose to enter into multi-year contracts with each other, while others do not.

The reported prices in fishermen’s logbooks for 2000 ranged from alow of $5.00 per bushel to a high of $15.00
per bushe for surfclams. Unfortunatdly, pricing dataasit is currently collected is ambiguous for both surfclams
and ocean quahogs. Under an individua alocation system, there are two components to the vaue of any
particular harvest: 1) the actua cost of vessdl and crew sarvices in harvesting the catch, or “harvest services”
and 2) the limited access or lease vaue which is created when only alimited number of individuds are granted
legd accessto apublic resource. An ITQ sysem dlows individuas the flexibility to harvest their annud share of
the quota themselves, or to “leaseg” aportion or al of their harvest rights to others. Current lease prices for
surfclams (as of mid-2001) are in the $5.00 to $6.00 per bushd range.

Reported pricesin fishermen’ s logbooks, however, do not specificaly indicate whether a particular sdle price
includes the value of the lease, or not. If avessd was fishing for a processor using alocation that was owned by
the processor, then the vessdl will recaive a much lower price which reflects harvest services only (currently in the
$5.00 - $6.00 range). If avessel ownsits own alocation, then the price for a good-quality bushd of federa
surfdlams will typicaly bein the $10.00 - $12.00 range. Pricesfor surfclamsfell subgtantialy from 1997 to 1998
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under dack demand, causing the median price to drop from $12.00 to $10.00 per bushel. In 1999 the price
continued to edge downward until stabilizing in the latter part of the year. The outlook brightened in 2000 and
2001, as surfclam harvests have increased in order to substitute for ocean quahogs, whose thinning ranks have
made them more costly to harvest.

While many vessals will harvest both surfclams and ocean quahogs in a given year, surfclams have dway's been
the preferred catch due to the higher price which they command. While mest yields can vary substantially with
geographic location and from year-to-year, the sandard government conversion factor isfor 1 bushe of
surfclamsto yield 17 pounds of mests, and has been in use since the 1970's. For the smdler, less-desirable
ocean quahog, the accepted standard is for 1 bushel to produce 10 pounds of meats.

4.1.3. Recent Fishery Paformance - Surfclams

Surfclam Landings: Both State and Federd Waters

Region 1999 2000
Bushels Vdue Bushels Vdue
New England States 52,262 $678,116 43,180 $581,102
Mid-Atlantic States 3,410,232 $29,765,459 3,969,062 $36,477,136
Total 3462494 $30,443575 4,012,242 $37,058,238

Source: NMFS Unpublished Landings Data, Woods Hole, MA

Coastwide landings of surfclams totaled 4.01 million bushels (bu) in 2000, an increase of 16% from the 3.46
million bushelslanded in 1999. This continues a recovering trend which saw landings increase by 9.7% in 1999.
The prior two years had experienced a decrease in landings of 5% and 11.2%. Reported exvessel value
increased 22% in 2000 from $30.4 million to $37.1 million dollars. The improvement in the fortunes of surfclam
fishermen is due largdly to two factors: 1) the industry has been subtituting surfclams for ocean quahogs as ocean
guahog meats have become more expensive to produce, and 2) processors have had greater successin selling
surfclam products rlative to previous years. Industry has reported some success in marketing a thick, new
"Super-strip” product that is generated mainly from hand-shucked clams.

In recent years, surfclams have been harvested from four different jurisdictiona arees: the federal EEZ, and the
state waters of New Jersey, New Y ork, and Massachusetts. All but Massachusetts have established
management regimes which include annua quotas and harvest limits for individua vessals. In 2000, quotas were
fully harvested from New Jersey and federa waters for the second time in years, while New Y ork il retainsa
surplus.

4.1.4. The New Jarsey Inshore Fishery for Surfclams

New Jersey manages the largest sate fishery for surfclams. According to their Inventory of New Jer sey
surfclam (Spisula solidissima) resource report (NJ Fish and Wildlife 2000) the total surfclam standing stock for
New Jersey territorid waters from Shark River Inlet to Cape May in 1999 was 24 million bushels. The 1999
survey sampled 330 gations. The overdl length-frequency digtributions have not changed dramaticaly, but the
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mean shell lengths have been steadily increasing snce 1993. The mean shell lengths of surfclams found in 1993
was 3.9 inches and has steadily increased to amean shell length of 4.8 inches. The most notable difference was
the lack of clams collected that measured lessthan 2.7 inchesin the last severd years. The mgority of the
resource is harvested from the territoria sea adjacent to the northern NJ assessment region, however in recent
years the harvest from areas adjacent to the southern NJ region have increased dramatically for the first time
since the early 1970s.

A congtant annual quota of 600,000 bushels had been maintained for years until this past 1999/2000 season,
when the quota was increased to 700,000. New Jersey is unique in defining a season which begins in October of
one calendar year and closes at the end of May in the next.

New Jersey Surfclam Fishery

Season Quota (bu) Landings (bu) Bushels Percent
(Oct - May) Unharvested Unharvested
FY 95/96 600,000 566,120 33,880 6%

FY 96/97 600,000 468,377 131,623 22%

FY 97/98 600,000 467,569 132431 22%

FY 98/99 600,000 570,852 29,148 5%

FY 99/00 700,000 699,649 351 .05%

FY 00/01 700,000 700,256 (256) (.04%)
Source: New Jersey Division of Fish and Wildlife

Many vessdsin the New Jersey inshore fishery for surfclams aso participate in the federd fishery. For the
recently completed fishing year (May 2001), none of the quota was left unharvested. The past three fishing years
represent a significant improvement relative to the prior two seasons, which saw fully 22% of the quota
unharvested each year. Fortunately, vessdls experienced virtualy no problemsin sdling their catchesin the
recently completed fishing year. There are 57 licenses for inshore New Jersey. Up to three licenses can be
combined onto one vessd.

4.1.5. The New York Inshore Fishery for Surfclams

New Y ork inshore waters are divided into two segments. Long Idand Sound and Atlantic Ocean waters out to
three miles. While there are approximately 100 permits for the Long Idand Sound area, the quantity of surfclams
landed from that areaiis very smal. With attractive shells of a golden-brown color, these surfclams are often
harvested by hand, and sold fresh into sushi and premium bait markets.

The vast mgjority of New Y ork state waters harvest is from the Atlantic Ocean area, for which there are
currently 23 moratorium vessel permits, held by 17 owners (Davidson pers. comm.). When amoratorium and
guota management were ingdituted in 1994, there were atota of 25 moratorium vessel permitsissued. Two of
these permits were canceled for failing to meet the minimum harvest requirement of 5,000 bushdls per year. (This
requirement has since been repeded.)
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New Y ork Inshore Quotas and L andings of Surfclams

Year Quota (bu) Harvest (bu) Percent Over or Under Quota
1990 (none) 720473

1991 (none) 713,019

1992 (none) 719,351

1993 (none) 856,366

1994 500,000 523,281 5% over
1995 500,000 420,855 16 % under
1996 500,000 451,492 10 % under
1997 500,000 389,014 22 % under
1998 500,000 227,000 55% under
1999 500,000 266,795 47% under
2000 500,000 327,442 35% under
2001 500,000 177,710 (through May)

Source: NY Dept. of Environmental Conservation

The average catch from New Y ork waters was approximately 173,000 bushels annudly for the 20-year period
gpanning the 1970's and 1980's. Catches soared in 1990 with implementation of 1TQ management in the federa
fishery, as surplus vessdls sought aternative areasto fish.

Harvests peaked in 1993 at just over 850,000 bushels, and have since trended significantly downward. Asthe
market for surfclams began shrinking in the mid 1990s, the black, lower-yielding resource off New York’'s
Atlantic coast most stronglly felt the effects. As of June 2001, more than haf of the 23 vessd fleet had been idled
gnce the beginning of the year (Davidson pers. comm.). Six vessd s fishing for one owner and two for another
owner were the only vessels that were conggtently fishing. Many could be found ether sunk, in alandfill, or tied
to the dock for more than the past year.

The New York State Department of Environmental Conservation staffer who heads New Y ork’ s surfclam
program is Maureen Davidson. In aJune 2001 contact she emphasized the fact that landings are below the
annual quota for economic reasons related to the type of clamsthat arein grestest demand, not due to any
problems associated with resource availability. The New Y ork surfclam survey was completed in the summer of
1999, and there are “clams everywhere,” an outcome which is Smilar to what their 1996 survey found. The
1996 edtimate indicated there were 12.2 million bushels of surfclamsin the 163 square mile areathat is New
York’s Territorid Sea (Davidson pers. comm.). The 1999 survey data are till being anadyzed, with the report
yet to be finalized by State University of New Y ork personnd, but preliminary estimates show adight increase to
12.8 million bushelsin the survey area.
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NY Atlantic Surfclam Landings: Jan through June Comparison
Year First Quarter Second Quarter Half-Year Total
194 119,623 119,251 238,874
1995 106,689 105,063 211,752
1996 117,738 119,053 236,791
1997 112,196 109,928 222,124
1998 76,003 59,339 135,342
1999 63,460 63,445 126,905
2000 75,070 76,980 152,050
2001 102,072 75,638(April &May 177,710

only) through May
Source: NY Dept. of Environmental Conservation

A comparison of the landings for the firgt haf of each year snce 1994 indicates that landings are beginning to
return to the levels experienced in the mid-1990's after the three year drop experienced between 1998 and
2000. Davidson (pers. comm.) indicates that fishermen are currently fishing hard and having little difficulty
mearketing the surfclams they catch.

In recognition of the difficulty which fishermen were having finding a market for their surfclams, in 1998 the State
of New Y ork waived the 5,000 bushed minimum harvest requirement (in order to maintain a moratorium permit).

4.1.6. The Federal Surfclam Fishery

The federd fishery for surfclams was conducted by atotal of 31 vessalsin 2000, a decrease of two vessels from
the number participating in 1999. This number aone understates the decline in harvest capacity which occurred
in 2000. The count of vessalsin the larger size categories actualy declined by 4 vessd's (one Class 2 vessel and
three Class 3 vessdls). These departures were offset by the addition of two, smal Class 1 boats, which only
made modest harvests of surfclams off the State of Massachusetts.

For abroader perspective of how fleet capacity has changed over time, one may note that the 31 vessels
operating in 2001 represent a 76% reduction from the 128 vessdls reporting harvests of surfclams at the initiation
of the ITQ program in 1990. The desired results of reducing overcapitdization and increasing efficiency in the
fishery are readily observed by noting that the average annual catch per vessdl in 1990 was 24,000 bushels, while
in 2000 it surpassed 82,000 bushels per vessd. To the industry as awhole, this represents an enormous savings
on the cogts of maintaining vessels that were Smply not needed to perform the function of harvesting the annud
quotain the mogt efficient manner possible.

€ Virtudly al of the 2.565 million bushd quota was harvested from federal watersin 2000, repegting the

performance of the prior year. The strengthened demand for surfclam products suggests the industry has
largely overcome the marketing difficulties experienced in 1997 and 1998, when as much as 8% of the
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federal quota was left unharvested on the ocean floor.

Exvess pricesinched higher in 2000, with alarger percentage of trips being reported at $10.00 per bushd
than the year before. Verba reports from industry members indicate that prices have increased further in
2001, climbing above the $11.00 per bushel mark.

A fleet-wide cdculation of Landings Per Unit of Effort (LPUE) remained stable at 129 bushds per hour
fished in 2000.

Harvests continue to be concentrated off the coast of New Jersey, with 51% of the catch coming from the
“New Jersey Nearshore” (3973) degree square. While average LPUE for this square did not change
gppreciably from 1999 for Class 3 vessdls, harvests were down significantly when compared to the
preceding years.

The second mogt intensively fished degree square is “ Delaware - Maryland Nearshore (3874), supplying
gpproximately 22% of the 2000 federd harvest. LPUE from this area declined a surprising 29%.

A sgnificant portion of the annua quota shifted from the largest, Class 3 vessds to the mid-sized, Class 2
vesselsin 2000. Class 2 vessals have consstently reported higher catch rates than Class 3 vessals since
1992, however the opposite was true prior to that year.

Effort was spread across 2,041 individua trips, harvesting an average 1,255 bushels (39.2 cages) per trip.

4.1.7. Biologica Status of the Surfcdlam Resource - Assessment Findings from the 30" SARC — December

1999

z

e

é

)

)

)

The EEZ surfdlam resource is @ a high level of biomass and is under-exploited.

The mgority of the catch is derived from the Northern New Jersey (NNJ) area which contains about 39% of
the coast-wide resource. Large fractions of the resource are exploited at low levels (Delmarva containing
25% of the resource) or not at al (Georges Bank containing 21% of the resource).

Estimated mean annual fishing mortality rates from 1997-1999 were 0.02 for the entire EEZ resource, 0.03 -
0.04 for the NNJ region, and 0.04 - 0.07 for the SNJ region.

Age composition data from the 1997 survey for NNJ and Delmarva indicate that the populations contain at
least 18 cohorts, none of which are dominant. The length frequencies for these two regions between the
1997 and 1999 surveys did not sgnificantly vary.

Fishing mortality can beincreased for the surfclam resource taken asawhole. However, it may be
advantageous to avoid localized depletion.

4.2. Description of the Ocean Quahog Fishery
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4.2.1. Ocean Quahog Overview

Ocean quahogs are found in the colder waters on both sides of the North Atlantic. Off the United States and
Canada, they range from Newfoundland to Cape Hatteras at depths from 25 feet to 750 feet. Industry has been
pressing the limits of current technology in harvesting ocean quahogs as deep as 300 feet in the waters of f
southern New England. As one progresses northward, ocean quahogs inhabit waters closer to shore, such that
the State of Maine has asmdl commercid fishery which includes beds within the Stat€' s 3-mile zone.

Ocean quahogs are one of the longest-living, dowest growing marine bivalvesin the world. Under norma
circumstances, they live to more than 100 years old. Ocean quahogs have been aged in excess of 200 years. The
exceedingly dow growth rate has given rise to such descriptions as “living rocks,” or “miniature redwood trees.”
They require roughly twenty years to grow to the sizes currently harvested by the industry (gpproximeately 3
inches), and reach sexua maturity between 5 and 10 years of age.

Traditionaly, the dominant use of ocean quahogs has been in such products as soups, chowders, and white
sauces. Their small meet has a sharper taste and darker color than surfclams, which has not permitted their usein
gtrip products or the higher-quaity chowders. With their lower exvessd price (typicaly less than $5.00 per
bushel in 2000 for the full “lease plus harvest” value), ocean quahogs have historically been abulk, low- priced
food item. Asin other fisheries such as Atlantic mackerd, the industrial ocean quahog fishery has only been
viable when large quantities could be harvested quickly and efficiently. When catch ratesfell below acertain
point, vessdls tended to shift their effort to higher-yielding aress.

Aswill be discussed in more detail in the following sections, there had been a shift toward greater utilization of the
lower-priced ocean quahog meatsin the years 1997 and 1998. Both years saw dmogt al of the ocean quahog
quota harvested, while surfclam gquota was left unharvested on the ocean floor. However this trend reverted

back to the historical normin 1999 asfuel prices spiked, and it became relaively more expensive to harvest
ocean quahogs which are found farther offshore. Higher fuel prices combined with the increasing scarcity of
dense ocean quahog beds have resulted in an overdl decline in ocean quahog harvests. Industry focus returned
to surfclams and they harvested nearly al of the federal 1999 surfclam quota, while leaving 16% of the ocean
quahog quota unharvested.

The trend became even stronger in the year 2000, which saw ocean quahog harvests (apart from Maine)
plummet 16% to 3.161 million bushels, aleve not seen in two decades. Again, the principa reason behind the
fdl isnot alack of demand, as demand is currently strong for both surfclams and ocean quahogs. The continued
thinning of ocean quahog beds that have required decades to develop has combined with low dockside prices to
the point where processors have great difficulty in convincing vessds to fish for them. Even areported increase
in price to between $6.00 - $7.00 per bushel in 2001 has been insufficient to spur vessasto direct substantia
new effort toward ocean quahogs in the near term.

The larger vessals that make up the ocean quahog fleet currently average approximately 26 years of age. New
or replacement vessals are likely to be required to maintain or expand future harvests.
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4.2.2. Recent Fishery Performance - Ocean Quahogs

Ocean Quahog Landings: Both State and Federd Waters (Excludes Maine fishery)

Region 1999 2000
Bushels Value Bushels Value
New England States 1,835,383 $7,634,346 1,413,635 $6,051,262
Mid-Atlantic States 1,936,735 $8,273,702 1,747,014 $7,603,510
Total 3,772,118 $15,908,048 3,160,649 $13,654,772

Source: NMFS Unpublished Landings Data, Woods Hole, MA

Landings of ocean quahogs from the high-volume fishery outside the State of Maine totdled 3.161 million bushels
in 2000, a decrease of 16.2% from 1999. Thisfel on the hedls of a 3.6% decline and 8.6% decline experienced
in the preceding two years. Much of the earlier reduction was due to the federa quota for ocean quahogs being
reduced by 7% in 1998. Reported exvesse value declined 14.2% from $15.9 million dollarsto $13.7 million in

2000.

4.2.3. The Federa Ocean Quahog Fishery

A tota of 29 vessdls participated in the 2000 fishery for ocean quahogs in federa waters gpart from Maine.
Since 1996 there had been a dramatic exodus from the fishery, with the number of vessdsfdling from 36to a
low of 23in1999. Two of these vessals sank in weather-rel ated accidents during January 1999, with the
remainder leaving the fishery voluntarily. In 2000 the number of vessds willing to harvest ocean quahogs
increased by an additiona 6 vessals, however the average number of trips made by each vessdl in the fleet

declined markedly.

€ Of greatest sgnificance is the fact that the 2000 harvest of ocean quahogs was the lowest in two decades,
with fully 30% of the federd quota left unharvested on the ocean floor. This compares with 16% of the
quota unharvested in 1999. 1n 1996 and 1997 the quota had been binding on the industry, so the Mid-
Atlantic Council recommended the quota be raised from 4.0 to 4.5 million bushelsin 1999. None of this
increase was tapped by the industry, and one can observe that landings have actually been on adeclining

trend from the 4.9 million bushd pesk in 1992.
Industry members have reported that market demand for quahog products remains strong. The declinein

)

harvestsis due to three principd factors:

1) The productivity of existing ocean quahog beds continues to decline steadily, as dense beds are fished
down, and are not being replaced by new growth of this very long-lived species.

2) Theharvest of ocean quahogs requires more fuel than surfclams, since they are located farther offshore.
Fud prices have increased substantidly in the past two years.

3) The gradud consolidation of surfclam and ocean quahog quota on to fewer vessdsin the fleet may have
reeched its maximum point, such that increasing harvests may require new vessals. Even with the recent
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increase in the price of quahogs, investing over $1 million in anew quahog vessd is seen as arisky venture.
In the near term, if vessals are obliged to choose one species over the other to harves, it appears that
surfclams are proving to be the more profitable choice.

)

Processors are reporting difficulty in convincing vessals to increase their harvests of ocean quahogs.

Exvessd pricesincreased in 2000, with alarger percentage of trips reporting a price of $4.75 to $5.00 per
bushel, compared to the $4.25 median price. Verba reports from industry members indicate that prices
have continued sharply higher in 2001, reaching between $6.00 and $7.00 per bushdl.

)

The tota number of ocean quahog trips taken in 2000 declined by almost 13% from 1999. With the larger
number of vessels making ocean quahog tripsin 2000, it appears that the respongibility of satisfying ocean
quahog demand is being borne by alarger percentage of the fleet. Thisincreased sharing dlowed the
average number of ocean quahog trips made by each participating vessel to drop by over 30%.

)

A flegt-wide calculation of Landings Per Unit of Effort showed that the average yield continued its Steedy
decline by 6.7% in 2000, from 119 to 111 bushels per hour of fishing.

)

Harvests of ocean quahogs continue to be distributed over alarger geographic area than surfclams, although
amost one-third of the 2000 catch came from the degree square off of eastern Long Idand. LPUE for Class
3 vessals decreased 6% in this square, while the total harvest fell by 290,000 bushels compared to 1999.

)

Effort shifted somewhat from the area south of Block Idand (4071) to below Marthas Vineyard (4070) in
2000, though LPUE vaues for these areas declined.

)

Limits on the continued movement of the fleet eestward have been imposed by the closure of surfclam and
ocean quahog beds east of the 69° line, due to the presence of PSP toxin. Vessas responded by pursuing
ocean quahogs in the deeper waters further from shore.

)

4.2.4. Biologica Status of the Ocean Quahog Resource - Assessment Findings from the 318 SARC — June
2000

& The ocean quahog resource in surveyed EEZ waters from Southern New England (SNE) to southern Virginia
(SVA) isnot overfished and overfishing is not occurring.

The current biomassis high with current catches near MSY .

)

Fully 36% of the current biomassisin the unfishable region of Georges Bank.

)

Annua recruitment is approximately 1 - 2% of stock biomass and lower than, or roughly equa to, the rate of
neturd mortality.

)

The percentage of virgin biomass in the assessed areas (not including Georges Bank because of PSP
unavailability) is 82%.

)
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& The sock off the coast of Maine continues to be harvested, but the condition of the resource thereis
unknown.

€ Current fishing mortality isnear F,4 for the resource taken as awhole. However, it may be advantageous
to avoid localized depletion.

4.2.5. The Maine Ocean Quahoq Fishery

In addition to the high-volume, ITQ fishery for surfclams and ocean quahogs, there is a small-scde fishery for
ocean quahogs operating off the coast of Maine north of 43 degrees 50" N. latitude. The mgor ocean quahog
fishery isan industrid enterprise, conducted by large vessels operating in deep, offshore waters. Ocean quahogs
are didodged from the seabed using large, hydraulic dredges which shoot jets of water from their leading edge.
Once on board, ocean quahogs are stored in metal cages holding 32 bushels each. Back at the dock, cranes lift
the cagesinto tractor trailers for shipment to processing plants, where they are sseamed open, thoroughly
washed, and processed into a variety of product forms. These primarily take the form of diced meet, chowders
and sauces. Reported prices, relatively constant during the past two decades, have ranged from about $3.00 to
$5.00 per bushel.

By contradt, the smdl-scae Maine ocean quahog fishery utilizes smal (36" maximum cutter bar length), dry
dredges, on boats typicaly ranging between 30 and 40 feet in length. Participation is seasona, with the heaviest
landings centered around the summer holidays of Memoria Day, July 4, and Labor Day. Only a handful of
vessds remain in the fishery year-round.

The ocean quahogs targeted by these vessels are smdler than in the industrid fishery, ranging between 1.5" and
2.5", and destined for the fresh, half-shell market. Average exvessd price in 2000 was $27.37 per bushd,
though prices have reached as high as $45.00 per bushel in 1991. Larger ocean quahogs are discarded, and the
retained individuas are stored on ice in %2 bushel onion bags below deck. Depending upon demand, the ocean
quahogs are either landed directly and trucked out to retail markets the same day, held in aloca deder's cooler,
or stored in floating pens for up to three days. The storage in pens aso alows the ocean quahogs to depurate Silt
and body waste (McGowan pers. comm.).

Amendment 10 to the Atlantic Surfclam and Ocean quahog FM P specified management measures tailored to the
Maine fishery, and took effect on May 21, 1998. The principal management mesasuresincluded: 1) establishment
of aMaine ocean quahog management zone north of 43 degrees 50' N. latitude, 2) establishment of aMaine
ocean quahog permit, and 3) establishment of an initid annua quota of 100,000 Maine bushels for the
management zone.

Vess s holding a Maine ocean quahog permit and fishing on the quota specified for the Maine management zone
were exempted from the specia requirements of the ITQ fishery. Theseinclude the obligation to "cal-in" trip
departure and landing timesto NMFS, landing harvestsin metd cages of a specific Sze, and accompanying
shipments with the seridized tagsissued to holders of ocean quahog alocation shares.

Last Revised: 18 October 2001 15



Maine Ocean Quahog

Landings*

Y ear Maine Bushels
1984 43
1985 0
1986 124,530
1987 92,113
1988 88,054
1989 55,175
1990 51,233
1991 36,679
1992 24,839
1993 17,144
1994 26,890
1995 50,471
1996 69,067
1997 72,706
1998 72,466
1999 93,938
2000 120,767
* From multiple sources: NMFS
unpublished weighout files, NMFS shellfish
logbook files, and NMFS Multispecies
logbook files. Preliminary data.

Avallable landings data for the Maine quahog fishery are subject to greater uncertainty than the ITQ fisheries. A
single reporting channd did not exist until the State of Maine sent out a letter to fishermen in 1998 requesting that
all ocean quahog harvests be reported in the NMFS shellfish logbooks. Prior to that time, ocean quahog
landings data had been submitted in NMFS Multispecies logbooks, NMFS shdlfish logbooks, and through
dedersreports. Duplicate reporting did occur, and efforts to correct for double counting were difficult and time
consuming. Additiona uncertainty was created by the fact that dealers were required to pay atax to the State on
every bushd of quahogs landed, thus creating an incentive to under-report landings.

In spite of the uncertainty inherent in the early landings data, a clear U-shaped trend is gpparent. The fishery
darted in earnest in 1986, with recorded landings exceeding 124,000 bushels. Thisinitiad boom year dso
corresponds to the peak landings made to date. Landings declined steedily through the late 1980's and early
1990's, reaching alow of just over 17,000 bushelsin 1993. While the underlying reasons for the decline are not
fully explained, it is thought that both difficultiesin finding a market aswell as depletion of locd beds played a
part.
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Landings rebounded in the years following 1993, and climbed steadily to the 120,000 bushels landed in the most
recent year of 2000. Verbd reports from Maine suggest that vessels moved on to some new, virgin beds during
thisinterva. Preiminary landings reports as of July 15, 2001 totaled just over 52,000 bushels. Given that the
fishery does not commence in earnest until late spring, this suggests that the Maine fishery will again exceed the
100,000 bushe quotaleve alocated to the non-ITQ fishery before the year ends. If fishermen wish to continue
harvesting after this quotais reached, they must purchase dlocation from the ITQ portion of the ocean quahog

fishery.

Informa communications with Maine quahog fishermen and State officids indicate that there are no concerns a
present relative to resource depletion in the Maine management zone. However, the extent of the resources off
Maine are largely unquantified, since asurvey and assessment have not been conducted. The State of Maineis
regponsible for conducting a survey when funding and personnd become available. Near-term priorities have
been focused dsewhere, given the smdl number of vesselsinvolved in the Mane quahog fishery rdative to
others, such aslobsters. 1n 2000 there were atotd of 34 vessals reporting landings of ocean quahogs in Maine,
down from 38 vessalsin 1999.

Recent communications with the Maine Department of Marine Resources indicate that work on an
assessment of the ocean quahog resource in the Gulf of Maine will commence in early 2002 (Mercer,
pers. comm). A $23,000 grant from the Northeast Consortium was received to fund initial efforts,
which will take the form of cooperative research using the Maine industry vessel “ Whitney and
Ashley.” While currently thereis no funding committed to recurring sampling across time, the
Department is optimistic that both State and industry support for the program will increase and allow
research effortsto continue.

4.3. Operation of thel TQ System

Prior to the adoption of an Individua Transferable Quota system in September 1990, the primary management
tools employed to prevent overfishing were annual quotas for both species, and a vessdl moratorium combined
with severe effort redtrictions that gpplied only to the high-vaue surfclam fishery. Inthefind yeer of the effort
management system, those vessal's holding a surfclam moratorium permit were only alowed to make six trips per
quarter, and could have their dredge in the water no more than six hours per trip. The replacement of aging
vessals was complicated by the need to restrain harvesting capacity. The government was put in the
uncomfortable position of questioning the transfer of moratorium permits from old, unsafe vessdsto larger, more
efficient vessdsif it was likdly to increase the fishing power of the fleet. Findly, enforcing the effort-based system
was very expensive, since it required the use of Coast Guard cutters and aircraft to monitor the operation of
vesselsat sea

All of these concerns were addressed with the implementation of 1TQ management on September 30, 1990
(MAFMC 1990). Vessds ownerswere issued an alocation percentage for each species based primarily on
their past participation in each fishery. Prior to the start of each fishing year, each alocation owner isissued a
series of numbered "cage tags' that correspond to their percentage share of the upcoming year's quota. Cage
tags represent the "currency” of the Individua Transferable Quota system, and can be fredly traded among
industry participants so they can tailor their harvests to alevel which meets their particular needs and business
plans. Each tag must be fastened to a cage (shipping container) containing up to 32 bushels of either species, and
alowsfor the legd transport of that species to a processing faclity.
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The requirements for vessel moratorium permits, as well as dl effort restrictions were rescinded at the time of
ITQ program implementation. Heet efficiency and profitability were immediately enhanced with the ability to
consolidate harvests on to fewer vessals. Enforcement costs declined substantialy as attention was shifted from
at-sea monitoring to shore-based efforts that Smply seek to ensure that al landings make proper use of cage
tags. Reports from both industry and enforcement personnel have supported the fact thet violations of the plan
regulations have dropped markedly under the ITQ system.

4.4. Description of User Groups

4.4.1. Harvesting Sector

The total number of vessels participating in the surfclam and ocean quahog fishery outside the State of Maine
increased by 2 vessalsin 2000. This number somewhat oversates the case for increasing vessa capacity since it
includes the addition of two, small Class 1 boats, which only made modest harvests of surfclams off the State of
Massachusetts.

In addition to the overdl trend of reducing vessdl numbers through consolidating fishing operations on to fewer
vessds, the current vessel count includes the loss of four vessals in weether-related accidentsin January of 1999.

Federa Fleet Prcfile

Non-Maine Vessels 1996 1997 1998 1999 2000
Harvests BOTH surfclams & ocean quahogs 14 14 8 11 12
Harvests only surfclams 20 19 23 22 19
Harvests only ocean quahogs 22 17 16 12 17

Tota Non-Maine Vesss 56 50 47 45 48

Maine Ocean Quahog Vessls 25 34 39 38 34

Source: NMFS Clam Vessel Logbooks

The mgor flegt shift which is goparent over time is the reduction in numbers of vessdls participating in the fishery
for ocean quahogs. While the total number of vessasin the federal surfclam and ocean quahog fleet declined
16% from 1996 to 1998 (from 56 to 47 vessels), that portion which participates in the harvest of ocean quahogs
dropped by fully one-third over the sameinterva (from 36 to 24 vessels).

Asdiscussed in earlier sections, this trend reversed dightly in 2000 as 6 additiona vessels made trips for ocean
guahogs outside the State of Maine. With the total number of ocean quahog trips taken in 2000 down by 13%,
it gppears that the additional vessals dlowed the burden of supplying ocean quahog ordersto be shared by a
larger percentage of the fleet.

4.4.1.1. Fleet Age
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In the year 2001, the average age of avessd participating in the federa surfclam fishery was 23.9 years.

Newest vessel = Jersey Girl (14 yearsold - built in 1987)
Oldest vessel = Ocean Bird (34 years old - built in 1967)

Of those vessdls participating in the federal ocean quahog fishery, the average age was 25.7 years.

Newest vessd = John N (12 years old - built in 1989)
Oldest = Wando River (44 years old - built in 1957)

4.4.2. Processing Sector

In 2000 there were atota of 12 companies which were reported as having made purchases of surfclams or
ocean quahogs outside the State of Maine. Dedler reports are required of dl entities receiving federa harvests of
these two species managed under the ITQ system.

The largest processor is Sea Waich Internationd, based in Milford, Delaware. Listed from north to south, the
processors are arrayed as follows:

M assachusetts
Fair Tide Shdlfish LTD.

Rhode Idand
Blount Seafood Corp.
Gdlilean Seafood Inc.

New Jersey
Atlantic Capes Fisheries, Inc.
Cape May Cannersinc.
Cape May Fisheries CO-OP Inc.
Cape May Foods
Point Pleasant Packing, Inc.
Surfsde Products Inc.

Deaware
Sea Watch International

Virginia
Eastern Shore Seafood Products
JH Miles & Company Inc.

Thereis an increasing trend toward vertica integration, where companies own both vessals and processing
facilities. A recent example isthe merger of Sea Waich International and the Truex fleet of vessdsin the summer
of 1999,

There were atotd of 10 entities in the State of Maine to whom vessals reported sdlling ocean quahogs in 2000:

1. Al's Seafood
2. Atlantic Shdlfish
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Beals Lobster Co., Inc.
Caver Shdlfish, Inc.
CNW Seafood

Kip's Seafood Co.
Machias Bay Seafood
Maine's Best Seafood, Inc.
. Moosabec Mussds, Inc.
10.North Atlantic Seafood

©ooNO U~

4.4.3. Differing Perspectives of the Harvesting and Processing Sectors

4.4.3.1. Harvesting Sector

For those entities in the harvesting sector that are not verticaly integrated, key motivating factorsinclude:

€ Harvesting fisheries products efficiently and at the lowest possible cost.

€ Obtaining the highest possible price for the products they sell.

€ Retaining askilled crew to operate fishing vessels and minimize the costs associated with high crew turnover.

Those vessdl owners that dso own a substantid portion of the alocation which they harvest are additionaly
motivated to ensure that the value of the dlocation itself ismaintained. Factors which might influence theresde
vaue of an alocation include the depletion of the biological resource which it represents, thus lowering its market
vaue, or achangein demand for the resource, which could increase or decreaseits vaue.

4.4.3.2. Processing Sector

The processors of fishery products tend to have a substantidly different set of motivating forcesin the
environment in which they must do business. High among their concerns are:

€ Maintaining steady, and reliable sources of raw materials for their production processes, which helps ensure their ability to
satisfy customer ordersin atimely manner.

Obtaining raw materials at the lowest possible price.

0}

Maintain a production schedule which provides stable employment for their workforce, and reduces the costs of idled
plant equipment.

0}

For those participants in the surfclam and ocean quahog industry which do not have a“ verticdly-integrated”
operation (owning both fishing vessels and processing plants), a particular dynamic takes shape. Firgt, asin dl
fisheries, there are inherent, conflicting interests relative to the market selling price. Fishermen are motivated to
obtain as high a price as possble for their catch, and processors are motivated to obtain the raw materials for
their processing lines & the lowest possible price. In thisway each maximizes the profitability of their operations.

4.4.3.3. The Effects of Quotas
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Quotas tend to be viewed quite differently by the harvesting and processing sectors aswell. For fishermenin an
ITQ-managed fishery, quotas can be seen as having both positive and negative aspects. 1n one sense, they
represent an unwel come cagp on potentia income. Whatever price they receive for their catch multiplied by their
bushel share of the quota represents their maximum gross income for the year.

A more welcome agpect of quotas to fishermen is the price support which may result from limits on the supply of
aparticular product. Tighter supplies of afisheries product would give the fishermen who possess that product
additional leverage when negotiating prices with processors.

Processors, on the other hand, have reason to view quotas as an additional, unwelcome congtraint on the raw
materias their busnessrequires. In producing any particular product, there will be arange of “ingredients” which
may be utilized in the manufacturing process. Their availahility and cost may well vary with the season of the
year. The profitability of operations can be enhanced when a manufacturer has the greatest flexibility in the
choice of ingredients, and their supply is abundant and cheap.

When governmenta bodies impose limits on when and how much of a particular fishery resource can be
harvested, they aso limit the flexibility which manufacturers have in choosing the least expensve ingredient (thet is
of acceptable quality) to usein their products. In the coast wide surfclam and ocean quahog fisheries, annua
quotas exist for both speciesin federd waters, aswell asin the state jurisdictions of Maine (for ocean quahogs),
New Y ork (surfclams) and New Jersey (surfclams). A seasond limit also existsin New Jersey dtate waters for
surfclams, where harvests are alowed from October through May.

In negotiating purchase prices with vessdl and alocation owners, processors will have the strongest bargaining
position when quotas are sufficiently high so asto not be a congraint on their businesses.

5. PROBLEM STATEMENT
5.1. Proposed Action

Regulations implementing the Fishery Management Plan for the Atlantic Surfclam and Ocean Quahog Fisheries
(FMP) require the Council to make recommendations on the alowable harvest from Federa waters each year.
The regulations may be found at 50 CFR Part 648.71, and State asfollows:

Sec. 648.71 Catch quotas.

(8 Surfclams. The amount of surfcdlams that may be caught annualy by fishing vessels subject to
these regulations will be specified by the Assstant Adminigtrator, on or about December 1 of each
year, within the range of 1.85 to 3.4 million bu (98.5 to 181 million liters).

(1) Establishing quotas. (i) Prior to the beginning of each year, the MAFMC, following an
opportunity for public comment, will recommend to the Assstant Administrator quotas and
esimates of DAH and DAP within the ranges specified. In sdlecting the quota, the MAFMC shdll
consder current stock assessments, catch reports, and other relevant information concerning:
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(A) Exploitable and spawning biomass relative to the OY.

(B) Fishing mortdity rates rdeive to the OY.

(C) Magnitude of incoming recruitment.

(D) Projected effort and corresponding catches.

(E) Geographica digtribution of the catch relative to the geographical distribution of the resource.

(F) Status of areas previoudy closed to surfclam fishing that are to be opened during the year and
aress likely to be closed to fishing during the year.

(i) The quotashal be st at that amount that is most congstent with the objectives of the Atlantic
Surfclam and Ocean Quahog FMP. The Assstant Administrator may set quotas at quantities
different from the MAFMC's recommendations only if he/she can demondrate that the MAFMC's
recommendations violate the nationa standards of the Magnuson Act and the objectives of the
Atlantic Surfclam and Ocean Quahog FMP.

And continue in Sec. 648.71 (b):
(b) Ocean quahogs. The amount of ocean quahogs that may be caught by fishing vessels subject to
these regulations shall be specified annualy by the Assstant Adminigtrator, on or about December

1, within the range of 4 to 6 million bu (213 to 319.4 million liters), following the same procedures
et forth in paragraph (8) of this section for surfclams.

6. MANAGEMENT ALTERNATIVES

6.1. Quotasfor thel TQ Fisheries

Proposed 2002 Quota Alter natives

Surfclams

Description Quota (bushels) % Change from 2001
Alt. S1 Min. Allowable 1.850 million 35% Decrease
Alt. S2 Status Quo 2.850 million No Change
Alt. S3 Slight Increase 3.0million 5% Increase
Alt. S4** Larger Increase 3135 million 10% Increase
Alt. S5 Max. Allowable 3400 million 20% Increase
Ocean Quahogs
Alt. Q1 Min. Allowable 4.000 million 12% Decrease
Alt. Q2 Partial Reduction 4,250 million 6% Decrease
Alt. Q3** | Status Quo 4.500 million No Change
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Alt. Q4 Slight Increase 4.750 million 6% Increase

Alt. Q5 Max. Allowable 6.000 million 33% Increase

** Council Recommendation

Five dternative quota levels were identified for congderation in each of the two fisheries. The Council’s choice
was bounded by minimum and maximum quota levels that are specified as the Optimum Yidd (OY) rangein the
Surfclam and Ocean Quahog Fishery Management Plan, and may not be exceeded in ether direction without an
amendment to the Plan.

For each fishery, the quota aternatives numbered 1 and 5 correspond to the minimum and maximum dlowable
quotas specified in the current OY range:

Surfdams 1.850 million to 3.400 million bushds
Ocean Quahogs  4.000 million to 6.000 million bushels

Alternatives which would maintain the status quo are aso included for each fishery, and correspond to
Alternatives S2 for surfclams (2.850 million bushels) and Alternative Q3 for ocean quahogs (4.500 million
bushels). Maintaining the status quo harvest for ocean quahogs in 2002 has been recommended by both the
Council and staff asthe preferred dternative.

The remaining two aternatives proposed for ocean quahogs were intended to give the Council flexibility in
adjusting the quota by a modest amount in elther direction. Alternative Q2 would decrease the quota by 6% to
4.250 million bushels, and Alternative Q4 would increase the quota by 6% to 4.750 million bushels. The actua
ocean quahog harvests for the past two years have been far below their dlowable levels: the 1999 harvest (3.770
mill. bu.) was 16% below the 4.500 million bushel quota, and the 2000 harvest (3.161 mill. bu.) was fully 30%
below the 2000 quota. Harvests at these levels are not currently valid quota options because they lie below the
minimum QY range point of 4 million bushels. In order to address this digparity, part of the reasoning behind the
4.250 million bushel dternative was that it alows the ocean quahog quota to move closer to the harvest leve
which industry actudly utilized in recent years, but moderates the adjustment to a 6% change rather than the full
12% decresse represented by the minimum OY levd.

The quota decison to be made in the surfclam fishery is surrounded by much different circumstances. With
scientific advice stating that the quota could be safely increased without harming the resource, and industry
expressing strong interest in a quota increase, the question becomes not whether to increase, but by how much.
For this reason, the staff put forward three out of five aternatives that represented quotaincreases. 5%, 10%,
and the maximum alowable of 20%.

A full discussion of each dternative will be presented in the following sections. After lengthy deliberation and
opportunity for public comment, the Council voted to recommend a 10% increase in the 2002 surfclam quotato
3.135 million bushels.

6.2. Quotasfor the Maine Ocean Quahog Fishery
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Alternative 2002 Quotasfor the Maine Quahog Fishery

Alt. M1 50% of Max. Quota 50,000 Maine Bu. 50% Decrease

Alt. M2 1998 Harvest Level 72,466 Maine Bu. 28% Decrease

Alt. M3** | Max Allowable - 100,000 Maine Bu. No Change
Status Quo

** Council Recommendation

Three dternative quotas are presented for the Maine ocean quahog fishery. Alternative M1 correspondsto a
50% reduction from the maximum alowable quota under the current management plan. Alternative M2
corresponds to the harvest level actudly attained in 1998, though it would reduce the alowable harvest by 28%.
Findly, Alternative M3 would maintain the status quo quota at the maximum alowable leve of 100,000 Mane
bushels.

The Council recommends that the Maine ocean quahog quota for 2002 remain unchanged at the initid maximum
quota of 100,000 Maine bushels (1 bushel = 1.2445 cubic fest).

Staff beieves that the 2001 quotawill be reached in late summer/early fdl and the Regiond Adminigtrator will
close the fishery in 2001, as she was obliged to in November of 2000. It is anticipated that the Regiond
Adminigrator will likely dso have to close the fishery in 2002.

According to 50 CFR section 648.76 (2)(b)(iv): The Regional Administrator will monitor the quota based
on dealer reports and other available information and shall determine the date when the quota will be
harvested. NMFSshall publish notification in the Federal Register advising the public that, effective
upon a specific date, the Maine mahogany quahog quota has been harvested and notifying vessel and
dealer permit holders that no Maine mahogany quahog quota is available for the remainder of the year.

It must dso be remembered that according to 50 CFR section 648.76 (2)(b)(iii): All mahogany quahogs
landed by vessels fishing in the Maine mahogany quahog zone for an individual allocation of quahogs
under section 648,70 will be counted against the ocean quahog allocation for which the vessdl is fishing.
In other words, even after the initid maximum quota of 100,000 Maine bushdsis harvested from the Maine
mahogany ocean quahog zone (north of 43°50), vessd's could obtain/use I TQ alocation and continue to fish in
thiszone. It isanticipated that some Maine fishermen will again rent ITQ alocation after the 200,000 bushel
quotais reached in 2001 and 2002 as they did in 2000 when over 120,000 bushels were landed.

Amendment 10 (MAFMC 1998) emphasized that there had been no comprehensive, systematic survey or
assessment of the ocean quahog resource in eastern Maine. It so emphasized that afull stock assessment of the
Maine resource should be a priority to ensure that this segment of the fishery would have a sustainable future.
Theinitid maximum quota for the Maine zone was to remain in effect until a resource survey and assessment was
completed. The agreement at the time of Amendment 10 was that the State of Maine was to initiate a survey
once the initid maximum quota of 100,000 bushels became congtraining.

The Council recommended that the Maine mahogany ocean quahog quota remain unchanged from the 2001
quotaleve a 100,000 Maine bu (35,240 hL) for 2002. No additiond information on the impacts of the
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mahogany quahog quotais available & this time that would dlow a more in-depth analys's of the stock and
therefore adlow the quota to be increased beyond the current maximum level of 100,000 Maine bu (35,240 hL).
A stientific survey and assessment of the extent of the resource is currently under way by the State of Maine and
will be fully analyzed in the development of Amendment 13 to the FMP, which is expected to be submitted by
the Council in 2002. From the information currently available, maintaining the quota at its current leve for
another year will not serioudy condrain the fishery or endanger the resource,

6.3. Surfclam Size Limit Suspension

The Council recommends thet the surfdlam minimum sze limit remain suspended in 2002. The minimum length
for surfclamsis 4.75 inches. According to 50 CFR section 648.72 (¢): Upon the recommendation of the
MAFMC, the Regional Administrator may suspend annually, by publication in the Federal Register, the
minimum shell-height standard, unless discard, catch, and survey data indicate that 30 percent of the
surfclams are smaller than 4.75 inches (12.065 cm) and the overall reduced shell height is not attributable
to beds where the growth of individual surfclams has been reduced because of density dependent factors.

7. ANALYS SOF ALTERNATIVES

The objective of thisanalyssis to describe clearly and concisdly the economic effects of the various aternatives.
The types of effects that should be consdered include the following:

» Changesin net benefits within a benefit-cost framework.

» Changesin the digtribution of benefits and costs among groups.
»  Changesinincome and employment in fishing communities.

« Cumulative impacts of regulaions.

A more detailed description of the economic concepts involved can be found in " Guiddines for Economic
Andysis of Fishery Management Actions' (NMFS 2000), as only a brief summary of key concepts will be
presented here.

Benefit-cost andysisis conducted to evaluate the net socid benefit arising from changesin consumer and
producer surpluses that are expected to occur upon implementation of aregulatory action. Tota Consumer
Surplus (CS) is the difference between the amounts consumers are willing to pay for products or services and the
amounts they actudly pay. Thus CS represents net benefits to consumers. When the information necessary to
plot the supply and demand curves for a particular commodity is available, consumer surplusis represented by
the area that is below the demand curve and above the market clearing price where the two curves intersect.
Dueto lack of an empirica modd for these fisheries and knowledge of dadticities of supply and demand, a
quditative approach to the economic assessment was adopted. Nevertheless, quantitative measures are
provided whenever possible.

An evauation of consumer surplus for surfclams and ocean quahogs is further complicated by the fact that there
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are few retall markets for @ther species outsde of Maine. All of the landings from the ITQ fisheriesare sold to
processors who then add value by processing them into a variety of product forms. Boxes of frozen, breaded
surfclam gtrips, cans of "clamato” juice, or chopped "clam meats' are the more common items that may be found
on retail grocer's shelves. The mgority of production is sold at the wholesale level to restaurants or other
processors in the food industry that use them as ingredients in chowders and sauices.

Net benefit to producersis producer surplus (PS). Tota PSisthe difference between the amounts producers
actualy receive for providing goods and services and the economic cost producers bear to do so. Graphicaly, it
is the area above the supply curve and below the market clearing price where supply and demand intersect.
Economic cogts are measured by the opportunity cost of al resources including the raw materids, physical and
human capita used in the process of supplying these goods and services to consumers.

One of the more visible coss to society of fisheries regulation isthat of enforcement. From a budgetary
perspective, the cost of enforcement is equivaent to the total public expenditure devoted to enforcement.
However, the economic cost of enforcement is measured by the opportunity cost of devoting resources to
enforcement vis avis some other public or private use and/or by the opportunity cost of diverting enforcement
resources from one fishery to another.

7.1. Analysisof Surfclam Alternatives

Surfclam Quota Alter natives
Description Quota (bushels) % Change from 2001
Alt. S1 Min. Allowable 1.850 million 35% Decrease
Alt. S2 Status Quo 2.850 million No Change
Alt. S3 Slight Increase 3.000 million 5% Increase
Alt. S4** Larger Increase 3.135 million 10% Increase
Alt. S5 Max. Allowable 3.400 million 20% Increase
** Council Recommendation

7.1.1. Basdine Alternative S3 - Status Quo Surfclam Quota - 2.850 million bushels

The basdline againgt which the surfclam quota dternatives will be compared is the status quo of 2.850 million
bushels. This quotalevel wasindituted in 2001, and represents an 11% increase from the 2.565 million bushe
quota that was in effect for the six-year interva from 1995 through 2000.

7.1.2. Areas of Impact that Do Not Change Regardless of the Alternative

7.1.2.1. Harvest Costs

In specifying an annud quota for the federd surfclam fishery, the government is placing a cap on totd removas
from the resource located in federal waters. No companion regulations that would impact the type, quantity, or
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method of gear utilization in the fishery are in effect a thistime. Adoption of ITQ management in the surfdlam
and ocean quahog fisheries has negated the need for most gear and effort regulations, which have the greatest
impact on the efficiency and costs of harvest operations.

Allowing the industry to trade allocation among its members enables businesses to adjust capitd, labor, and
output to the levels that maximize profitability, and minimize cods,

The two remaining management tools in the FMP that have the potentia to increase harvest cogts directly are
closed areas and the minimum size limit for surfdlams. Closing nursery areas or cresting "sanctuaries’ to protect
living resources and habitat in a specific area will typicaly oblige fishermen to limit their operations to areas which
are less productive or more distant, thereby driving up costs.

Use of the surfdlam minimum size restriction in the past has motivated vessalsto ingtall "sorters’ which cull out
smaller individuals and then route them back overboard. In addition to dowing the harvest process, sorters will
add to the damage inflicted by dredging, resulting in substantial mortdity to those small clamsthat are returned to
the ocean.

Fortunately, recent assessment work has suggested that the overall hedth of the surfclam resource is subgtantialy
better than previoudy thought. This has alowed the Council to recommend a higher quota for 2002, and again
forego the use of the two management tools which have the greatest negative side effects associated with them.

For these reasons, it is considered that none of the surfclam quota dternatives presented in this document will
have the effect of sgnificantly dtering harvest codts.

7.1.2.2. Enforcement Costs

Adoption of ITQ management in the surfclam and ocean quahog fisheries has dlowed enforcement officiasto
focus attention on alimited number of shoreside processing plants, as opposed to large expanses of the ocean to
monitor effort restrictions. Instead of ensuring that vessels were operating only on their alowed fishing days,
which required the use of expensive Coast Guard cutters and aircraft, enforcement officials can redtrict their
efforts to the accounting task of ensuring that al clam shipping containers bear an officid government "tag.” Once
atag isatached to a"cage’ full of surfclams or ocean quahogs, it cannot be removed without destroying it. This
prevents tags from being reused, and the annua quota from being exceeded.

Compliance with the regulations under the ITQ system iswiddy thought to be high. Perhaps the most sgnificant
reason for thisisthat the harvest rights represented by an dlocation are valuable, and could be forfeit if repested
violations of the law are uncovered. Thisfact done crestes a Situation where violators have much more to loose
than gain by failing to place tags on a shipment of surfdams.

A second factor relates to the question of who is thought to be harmed by aviolation. In afishery managed as an
open poal, violators may well fed they are only cheating "the government.” In an ITQ managed fishery, the
fishermen themsealves are more highly vested in afishery, and are more likely to view cheeters as seding from
themsdlves, rather than the government. Hence they are more likely to report violations they witness,

None of the management aternatives under consderation for surfclams would ater this enforcement dynamic,
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and therefore are not identified as leading to a change in enforcement costs.

7.1.3. Preferred Alternative 4 - Larger Increase in Surfclam Quota - 3.135 million bushels

7.1.3.1. Landings

Increasing the federal surfclam quota to 3.135 million bushels would correspond to a 10% increase in landings.
Demand has increased for surfclam-based products over the past few years, and industry participants are
forecasting that demand will continue to grow in 2002. This contrasts sharply with the 1997 - 1998 period when
the surfclam market had contracted and there was a glut of unsold product being held in storage. Devel opment
of anew "super-gtrip” fried clam product has helped increase sdes of surfclams to the restaurant trade in New
England, New York and New Jersey. The increasing costs of harvesting ocean quahogs has led to subgtitution
of surfclams for ocean quahogs, further expanding their market.

7.1.3.2. Exvessal Prices

Current exvessel prices reported in the clam vessel logbooks as of early August 2001 range from $5.00 per
bushel to $14.50. It is presumed that the low-end reports between $5.00 and $8.00 do not include the value of
the alocation cage tags, while those between $10.00 and $14.50 do include the adlocation value. The most
commonly reported upper-end price is $11.00.

If the 10% increase in quota recommended by this dternative is adopted, it islikely to rdieve upward pressure
on exvessd prices due to growing demand. Hence it is expected that if this dternative is adopted, exvessd
prices will be lower in 2002 than they would be under the status quo, and perhaps relatively unchanged from
current prices in mid-2001.

7.1.3.3. Consumer Prices
With exvessel prices expected to be lower than under the status quo aternative, consumer prices are likely to be
lower aswell. The magnitude of the change will depend on the shape of the demand and supply curvesin the
relevant range. However, it must be emphasized that many food products include surfclams or ocean quahogs as
ardatively minor ingredient. Retail prices of these products may be more sengtive to changes in the price of
other inputs to the production process, such as potatoes or cream (for chowders), energy, or labor.

7.1.3.4. Consumer Surplus
Assuming that the demand curve will continue shifting outward (to the right) in 2002, relaxation of the supply
congraint (quota) by 10% is expected to yield an intersection which increases consumer surplus relative to the
status quo.

7.1.3.5. Producer Surplus

Without knowledge of the dadticities of demand and supply in the surfdlam market, it is difficult to predict
changes in producer surplus with accuracy. However, it isforecast that the growing market for surfclams will
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allow for a 10% quotaincrease to be sold without the need to lower prices. If this provesto be the case, then
this dternative will lead to an increase in producer surplus.

7.1.3.6. Distributive Impacts

Under the surfclam and ocean quahog I TQ system, members of the public have the ability to control their own
share of the harvest. Quotafor either species can be purchased or leased from other alocation holders.
Didgtributive impacts from annud quota setting will not occur unless the quotaiis set above market needs. When
surplus quota exists, it can be expected that alocation holders that are vertically integrated with a processor, or
have a stronger relationship with a processor will be better positioned to sall their dlocation. Thosein awesker
position will be unable to Al some, or perhgps amagority of their alocation in agiven year.

This does not appear to be the case in the federd surfclam fishery for the near term. Indusiry members have
stated that they will be able to utilize the 10% increase proposed by this dternative in 2002.

7.1.3.7. Cumulative Impacts Across Time

Cumulative impacts may occur in the surfclam and ocean quahog fisheriesif a quota surplus perssts over a
period of years. If anindividua with lesser accessto amarket is unable to sl hisher annud alocation over an
extended period of time, the financia pressure may ultimately force them to sdll their alocation rights atogether
and leave the indudtry.

This concern did exist in the federa surfclam fishery during 1997 and 1998, however it abated in 1999 and 2000
as demand for surfclams recovered. It is not anticipated that the 10% increase in surfclam quota proposed by
this dternative will create asurplusin the near term.

7.1.3.8. Risk of Biological Overexploitation
Therisk of biologica overexploitation from an 10% increase in quota appears to be low. However, aquaitative
comparison relative to the status quo basdine would have to find the risk dightly higher than if no increase were
mede at dl.

A detailed evaluation is presented in the companion document: "Environmenta Assessment and Essentia Fish
Habitat Assessment for the 2002 Surfclam and Ocean Quahog Fishing Quotas.”

7.1.4. Alternative S3 - Slight Increase in Surfclam Quota - 3.000 million bushdls

Increasing the surfclam quota by a modest 5% in 2002 was the staff recommendation to the Mid-Atlantic
Council at the outset of the June 2001 deliberations. It attempted to baance the potentid benefits of increased
harvests with the risks of overexploitation that might occur over timeiif the recent sock assessments were proven
to be overly optimistic. After lengthy debate and consideration, the Council chose to recommend alarger 10%
increase for 2002.

7.1.4.1. Landings
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Changing the surfclam quota to 3.000 million bushelsin 2002 would represent a 5% increase in landings relative
to the status quo.

7.1.4.2. Exvessel Prices

Given the increased demand forecast for surfclamsin 2002, an increase of only 5% in the quota would likely lead
to amodest bidding up of exvessel prices. However, any increase can be expected to be less than would result
under the Satus quo dternative.

7.1.4.3. Consumer Prices

It is expected that some portion of an increase in exvessd prices would be passed along to consumers. The most
noticeable cases would be in those products which contain a high proportion of surfclam meet. Note that the
magnitude of such an increase would be less than would occur if the status quo were maintained in 2002.

7.1.4.4. Consumer Surplus

Consumer surplusis expected to be larger under this dternative than the status quo, as consumers will be able to
purchase 5% more surfclam product at prices lower than under the status quo.

Note that the mgjor changes in the surfclam market since 1997 are likely to be the result of actud shiftsin the
industry demand curve, rather than movements adong the curve. The curve moved inward in 1997 and 1998 as
interest shifted away from higher-priced surfclam-based products, and more toward lower-priced ocean quahog
products. This market contraction lasted until 1999, when producers started introducing new products (“ super-
drips’ and soup brands) with new advertisng campaigns. These efforts were largely successful in rekindling
consumer interest, to the extent that demand has shifted back to the right, with consumers purchasing larger
quantities of surfclam products across multiple price points.

7.1.4.5. Producer Surplus
Industry participants have stated that a quota increase of 5% would till be insufficient to meet market demandsin
2002. Hence, it islikely that producers would receive the benefits of sdlling the additiona quota, while il
obtaining amodestly higher price for their catch. Thiswould result in an increase in producer surplus.

7.1.4.6. Distributive Impacts
Given that a quota increase would impact al dlocation holders proportionaly, and that al of the increase could
be sold, it is not considered that this aternative would disproportionaly advantage or disadvantage any particular
sector.

7.1.4.7. Cumulative Impacts Over Time
There are no obvious negative impacts that would accumulate over time following adoption of this dternative. Its

primary objective was to dlow for modest growth of the fishery while maintaining a conservative posture on
removals from the stock until it is verified that such levels are sustainable.
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Fishery managers are congtantly faced with making management decisions with incomplete information.
Professiona judgement must be exercised in weighing the risks of over-harvesting a resource, which would
reduce the amount of future rents generated, versus under-harvesting a resource, which would needlessly forego
near-term benefits. For those species managed by the Mid-Atlantic Fishery Management Council, such
decisons are reviewed and adjusted on an annud basis. Hence, course corrections can be madein fairly short
order if new information suggests that quotas could be increased, or should be lowered.

7.1.4.8. Risk of Biological Overexploitation

Therisk of biologica overexploitation from a 5% increase in the surfdam quota is thought to be smal, though it
must be consdered dightly higher than the status quo.

7.1.5. Alternative S1 - Minimum Allowable Surfclam Quota - 1.850 million bushels

7.1.5.1. Landings

Changing the surfclam quotato the minimum alowable under the existing management plan represents a 35%
reduction in landings rlative to the status quo.

7.1.5.2. Exvessel Prices

A 35% decrease in landings from federd waters would have a significant impact on the market, and would most
certainly lead to an increase in exvessd prices.

7.1.5.3. Consumer Prices
Itislikely that some of the increase in exvessd price will be passed dong to consumers. Those products that
contain a high proportion of surfclam mest, such as the new fried clam " super-gtrips," would probably increase
the most. Chowders and soups would likely be less affected.

7.1.5.4. Consumer Surplus

The consumer price increases that would result from adoption of this dternative would lead to a decrease in
consumer surplus.

7.1.5.5. Producer Surplus
The benefits to the harvesting sector of higher exvessel prices would be offset by the 35% decrease in federa
surfclam harvests that could be sold. Whether a net increase or decrease in producer surplus would result
depends on the magnitude of the exvessd priceincrease. In thisanadyss, it is assumed that the price increase
would not fully compensate for the lost harvest opportunity, and result in areduction in producer surplus.
7.1.5.6. Distributive Impacts

Given that a quota reduction would impact al alocation holders proportiondly, it is not congdered that this
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aternative would disproportionally advantage or disadvantage any particular sector.

7.1.5.7. Cumulative Impacts over Time
If the federd surfclam harvest were to be reduced by 35% and remain &t that level for anumber of years, it
would likely represent a sgnificant revenue loss for the industry asawhole. Likely impactsincude increased
harvests of dternative sources of mest, such as ocean quahogs and the lower-qudity surfclamsin New Y ork
inshore waters. Efforts to finalize the PSP testing protocol for Georges Bank would likely accelerate, in order to
permit vessals to harvest surfclams and ocean quahogs from this areathat is currently closed.

7.1.5.8. Risk of Biological Overexploitation

Given that the federd surfclam resource is thought to be hedthy and underexploited at the current harvest levd,
the risk of biologica overexploitation after a 35% reduction should be extremely low.

7.1.6. Alternative S5 - Maximum Allowable Surfdam Quota - 3.400 million bushels

7.1.6.1. Landings
Increasing the federd surfclam quotato 3.400 million bushels would correspond to a 20% increase in landings.
Whether the market could absorb such alarge increase in one year is questionable. This analys's assumes that
some portion of the quotaincrease would remain unharvested.

7.1.6.2. Exvessel Prices

A 20% increase in quota would have a sgnificant impact on the market, and would most certainly lead to a
decrease in exvessd prices.

7.1.6.3. Consumer Prices
It is possible that some of the decrease in exvessel price would be passed aong to consumers. Those products
that contain a high proportion of surfclam meat, such asthe new fried clam " super-grips,” would probably
decrease the most.

7.1.6.4. Consumer Surplus

The consumer price decreases that would result from adoption of this aternative would lead to an increase in
consumer surplus.

7.1.6.5. Producer Surplus
The changes in producer surplus that might occur from alarge quotaincrease will depend on a particular firm's
position in the industry, and the magnitude of price changes. The harvesting sector may experience an incresse

or decrease in producer surplus dependent on the magnitude of the decline in exvessd prices, and the amount of
additional product that can be sold. The smaller the drop in prices, the greater the likelihood that the sector will
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come out ahead. The processng sector will generaly benefit from a decrease in the exvessd prices they must
pay to harvesters. However, they too may be pressured to lower their finished good prices once their customers
discover that raw materia prices have fdlen.

7.1.6.6. Distributive Impacts
It is assumed that a surfclam quota incresse of 20% would not be fully utilized in the first year of implementation.
Therefore, there would be digtributive impacts in the near term as those alocation holders that have lesser access
to amarket would be unable to sdll dl of their dlocation before it expired a the end of the year.

7.1.6.7. Cumulative Impacts Over Time
Cumulative impacts may occur under this dternative if surplus quota were to persst over aperiod of years, and
those businesses holding the unnecessary quota sharesfall. It isnot possible to predict whether such an
eventudity would cometo pass at this point in time.

7.1.6.8. Risk of Biological Overexploitation
This dternative presents the highest risk of biologica overexploitation relative to the status quo. The nature of the

risk ismply that recent assessment work may have overestimated the current stock size, making this maximum
level of harvest unsustainable. The uncertainty will be reduced as results are borne out over time.
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7.1.7. Summary of Surfclam Impacts

Summary of Impactsfor Proposed 2002 Surfclam Quota Alter natives Relative to Status Quo Alt.
S2: 2.850 million bushels (Assumes an increase in demand in 2002)

Feature Alt. S1 Alt. S3 Alt. $4 (Preferred) Alt. S5
Min. Allowable Slight Increase Larger Increase Max. Allowable
1.850 million bushels 3.000 million bushels 3.135 million bushels 3.400 million bushels
Landings - 35% + 5% + 10% + 20% (?)
Exvessel Prices + Slight -
Consumer Prices + Slight -
Consumer Surplus - Slight + + +
Harvest Costs 0 0 0 0
Producer Surplus - Slight + + ?
Enforcement Costs 0 0 0 0
Distributive Impacts 0 0 0 +
Cumulative Impacts + Slight + 0 +(?)
Risk of Biological - Slight + Slight + +
Overexploitation

+ indicates an increase relative to the status quo; - indicates a decrease relative to the status quo; O indicates no change; ? indicates unknown

The Mid-Atlantic Council is recommending a moderate increase in the federd surfclam quota of 10% for the year
2002.

The principa judtification for relaxing the harvest limit rests in the fact that recent research and developmentsin
the fishery have been largdly positive. Our most recent biologica assessments (both in 1998 and 2000) have
indicated that the resource is hedlthy, composed of many age classes, and can safely sustain increased harvests.
Information reported by the industry in fishery logbooks have supported these findings by showing anincreasein
Landings Per Unit of Effort (LPUE), an important indicator of resource condition.

Given that the industry was expressing strong interest in a surfclam quota increase, the question then became one
of how large an increase was gppropriate. In response, Council staff put forward three out of five dternatives
that represented quotaincreases. 5%, 10%, and the maximum alowable of 20%. Going into quota deliberations
at the June 2001 Council Meeting, the staff made a recommendation for a 5% increase, giving grester weight to
the uncertainties inherent in the recent surfclam stock assessmen.

Industry members providing testimony at the June meeting were unable to agree on a single recommendation to
present to the Council, and made requests spanning the entire range of 5%, 10%, and 20%. Thoseindividuas
advocating the largest increases tended to represent the processing sector, and owned little or no adlocation
themselves.

After lengthy deliberation, the Council voted to recommend a 10% increase in the 2002 surfclam quotato 3.135
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million bushels. Examination of the “ Summary of Impacts’ table above indicates that this dternative dso provides
the highest probability of solid increasesin both consumer and producer surplus.

7.2. Analysis of Ocean Quahog Alter natives

There are five dternative quota levels consdered for the 2002 ocean quahog fishery:

Ocean Quahog Quota Alter natives

Alt. Q1 Min. Allowable 4,000 million 12% Decrease
Alt. Q2 Partial Reduction 4.250 million 6% Decrease
Alt. Q3** | Status Quo 4,500 million No Change
Alt. Q4 Slight Increase 4.75 million 6% Increase
Alt. Q5 Max. Allowable 6.000 million 33% Increase
** Council Recommendation

Dueto the fact that 2002 landings are not expected to reach even the minimum quotaleve of 4.0 million bushels,
none of the aternatives are expected to have any impact on the following areas:

Landings

Exvessd prices

Consumer prices

Consumer surplus

Harvest costs

Producer surplus

Enforcement costs

Risk of biologicd overexploitation

7.2.1. Summary Evduation of All Quahog Quota Alternatives

The picture we have of the ocean quahog fishery is quite different from that of the surfclam fishery. It has
supported intense harvests for over two decades, and scientists believe that even when the closed portions of the
resource are excluded, 82% of the virgin biomass remains untouched.

Y et the economic promise of the ocean quahog fishery does not look bright in the near term. Landings of ocean
quahogs in 2000 totaled 3.161 million bushels, the lowest harvest in dmost 2 decades, and 30% below the 2000
quota of 4.5 million bushels. As described in prior sections, the ocean quahog resource is alow-vaue, bulk food
commodity that must be harvested rapidly, and in large quantities in order to make a profit. Many of the densest
beds, which are believed to have formed over a period of many decades, have been harvested, and the very
dow-growing nature of these animas implies that they will not be replaced in our lifetime.

Fishermen have been finding it increasingly cogtly to harvest ocean quahogs, and have been dropping out of the
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fishery. When the ocean quahog fishery was initiated in 1976, it was largdly in response to a shortage of
available surfdam resource. Now that high-yielding surfclam beds are plentiful and can be found much closer to
shore than ocean quahogs, surfclams have been increasingly used to fill ocean quahog orders. Harvest rates as of
mid-2001 suggest that the full-year’ s catch will be just shy of 4.000 million bushels, leaving a surplus on the order
of 11%. With the Council recommending an increase in the surfclam quota for 2002, and alikely further
increase in 2003, there isllittle reason to expect ocean quahog landings will increase significantly in the near term.

The three factors that have the greatest potentia of changing the economic outlook for ocean quahogs are:
1) Harvest technology could improve and reduce the costs of fishing on the remaining, leaner quahog beds;

2) The price and availability of subgtitutes (i.e. surfclams) could change such that ocean quahogs become more
atractive agan;

3) Processors develop (new) ocean quahog products that can command a higher price in the marketplace, and
hence alow fishermen to be paid higher prices for their catches.

Until such time as one or more of these factors change in favor of ocean quahogs, it is not expected that any of
the ocean quahog quota dternatives that are currently alowed under the Fishery Management Plan would be
reached. Theimpacts of sdecting any particular quotaleve for 2002 then devolve to the distributive and
cumulative impacts which may arise from surplus quota

7.2.1.1. Distributive and Cumulative |mpacts
The sdlection of an ocean quahog quota for 2002 ultimately results in a tradeoff between two competing risks:
1) Therisk of setting the quota too low and (unnecessarily) restraining harvests without offsetting benefits;

2) Therisk of setting the quota so high that alarge surplusis generated, and causes economic harm to those
entities that are unable to sdl their quota shares for that year.

Quotasharesin the I TQ fisheries for surfclams and ocean quahogs are held by large corporations as well as
small, independent fishermen. One concern is that in years when the market is unable to absorb al of the quota
st by the government, the revenue losses from unsold quota will fal disproportionaly on independent fishermen
with lesser accessto amarket. If these lossesfal repeatedly on the sameindividuas over a period of years, they
may be forced to cease operations. Alternatively, if the profitability of ocean quahog harvests should
unexpectedly improve in the short run, and the quota.is set below market needs, profitswill be foregone
needledy.

The issue may a0 be characterized as a decison on how large a quota surplus or "buffer” should be alowed to
grow over timein the ocean quahog fishery. The Council and staff are recommending maintaining the 2001 quota
of 4.500 million bushels for the ocean quahog fishery in federd waters gpart from Maine for 2002. Assuming
that current harvest rates do not change significantly, this would provide a buffer on the order of 11%. As

market and resource conditions further revea themselvesin the future, it is recommended that quota adjustments
be made to moderate the risks in ether direction.
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7.2.2. Summary of Ocean Quahog Impacts

Summary of Impactsfor Proposed 2001 Ocean Quahog Quota Alter natives Relative to Status Quo
Alt Q3: 4.500 million bushels (Preferred)

Feature Alt. Q1 Alt. Q2 Alt. Q4 Alt. Q5

Min. Allowable Slight Decrease Slight Increase Max. Allowable

4.000 million bushels 4.250 million bushels 4.750 million bushels 6.000 million bushels
Landings - 12% alowed - 6% allowed + 6% allowed + 33% allowed

(less than 4 mill. (less than 4 mill. (less than 4 mill. (less than 4 mill.
expected) expected) expected) expected)

Exvessel Prices 0 0 0 0
Consumer Prices 0 0 0 0
Consumer Surplus 0 0 0 0
Harvest Costs 0 0 0 0
Producer Surplus 0 0 0 0
Enforcement Costs 0 0 0 0
Distributive Impacts - - + +
Cumulative Impacts - - + +
Risk of Biological 0 0 0 0
Overexploitation

+ indicates an increase relative to the status quo; - indicates a decrease relative to the status quo; O indicates no change; ? indicates unknown

7.2.3. Maine Ocean Quahog Fishery Quota

7.2.3.1. Preferred Alternative M3 - Max Allowable - 100,000 Maine Bu. (Status Quo)

The Council voted to recommend that the Maine ocean quahog quota remain unchanged for 2002 at the initia
maximum quotalevel of 100,000 bushels. This quota pertains to the zone of both state and federd waters off the
eadtern coast of Maine north of 43 degrees 50 minutes north latitude. Amendment 10 established management
measures for this smal artisand fishery in May of 1998, and specified an initid maximum quota of 100,000
bushels. This same level has been maintained each year through 2001. Representatives of Maine al encouraged
the Council to maintain that quota for 2002 aswell. Issues of under-reporting of the catches have improved
sncethefdl of 1998, when Maine sent letters to dl their permit holders explaining the need to report their landing
to NMFS.

The issue of concern to the Mid-Atlantic Council in 2000 was that of late reporting. Totd landings for the year
reached just over 120,700 bushels. This was comprised of the 100,000 bushe quota for the Maine harvest
zone, 5,800 bushds purchased from the ITQ fishery, and a 14,900 bushel quota overage. The overage occurred
because the fishery was not closed early enough to halt landings at the 100,000 bushd mark, given thelag time
which occurs between the time harvests actudly take place, and the time landing reports are submitted to NMFS
and keyed into the landings database.
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It is hoped that this Situation will be anticipated and accounted for in 2001 and beyond, such that the non-ITQ
fishery will smply be closed a an earlier point intime. For example, the fishery could be closed when reported
landings reach the 90% mark, rather than the 95% or 100% mark.

Prdiminary landing statistics as of July 15, 2001 indicated that 52% of the Maine ocean quahog quota had been
harvested, while approximately 54% of the year had passed by. Landings tend to taper off after the Labor Day
holiday weekend, however late reporting makesiit likely that 100,000 bushe quotawill be reached again in 2001
and 2002. If fishermen wish to continue harvesting after this quota is reached, they must again purchase
dlocation from the ITQ portion of the ocean quahog fishery. Adoption of this "maximum alowable" quota
dternative would minimize the amount of 1TQ purchases that might be necessary from the other portion of the

fishery.

Specification of a sustainable harvest limit for the Maine fishery remains problemeatic for two principal reasons.
Firgt and foremost, a survey and assessment of the resource off Maine has never been conducted. The shalow
depths involved have inhibited the use of NMFS standard survey vessdl, and the small size of the fishery has
meade judtification of additiona funds difficult. Neverthdess, the Council continues to recommend that a survey
and assessment be conducted as soon as the State of Maine can obtain the necessary funding and personnel.

The second issue involves public safety closures for PSP toxin. Due to the health risks associated with toxins that
may appear in anumber of shellfish gpecies on this portion of the coast, Maine officids only alow fishing to occur
in those areas that are being actively monitored. Other areas may contain ocean quahogs, but remain unavailable
to fishermen due to the lack of sampling coverage. Thisraises the question as to whether a sustainable harvest
limit should pertain to only those areas that are typically open to fishing, or to the entire Maine ocean quahog
fishery zone above 43° 50'.

In any regard, available information from fishermen and researchersin Maine suggest that the fishery is currently
not in danger of depletion, and would not be adversely impacted through continuation of the maximum 100,000
bushd quotafor 2002.

7.2.3.2. Alternative M1 - 50% of Maximum Quota - 50,000 Maine Bu.

7.2.3.2.1. Landings

Reducing the Maine ocean quahog quota to 50% of the maximum alowable under the existing management plan
represents a 50% reduction in potentid landings versus the status quo. However, it is assumed that once the
"freg’ quota assgned to the Maine fishery is harvested, fishermen would smply rent surplus ocean quahog quota
from the ITQ fishery to replace it.

Current projectionsindicate that in excess of 500,000 bushels of quahogs from the ITQ fishery will be left
unharvested in 2001. For the purposes of thisanalysis, it is assumed that the renta price will be $0.75 per bushel
in mid-2002, as compared to $1.00 per bushel in mid-2001.

It isfurther assumed that if the 2002 Maine quota were reduced by 50,000 bushels, that 100% of that reduction
would be replaced by rented dlocation from the ITQ fishery.
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7.2.3.2.2. Exvessal Prices

A reduction in the "freg’ quota avallable to Maine quahog fishermen will oblige them to replace it with rented
quotafrom the ITQ fishery. Rented quota, therefore, will smply become an additiona varigble cost of harvest
operations.

Without knowledge of the eadticities of demand and supply in the fresh, half-shell market, it is difficult to predict
changesin exvessd prices. However, a 50% reduction in the Maine quota would be a sgnificant event for the
Maine fishery, given that more than the 100,000 bushd quotais now being utilized. The Maine quotawould
likely be exhaugted in mid-year, when most of the Maine vessels are dlill participating in the fishery. Mogt of the
vessds, therefore, would be obliged to rent quota from the ITQ fishery. The additiona $0.75 per bushel cost
would be minima considering the much higher vaue which Maine quahogs command, when compared to
landings from the ITQ fishery. The average exvessd price for Maine ocean quahogs was $27.37 per Maine
bushd in 2000, compared with $4.32 per bushe in the ITQ fishery.

Note that a Maine bushd is smaler than abushe in the ITQ fishery, so an adjusted price for Maine ocean
quahogs would be an even higher $41.62 per ITQ bushe. (1 Maine bushel = 1.2445 cubic feet; 1 1TQ bushel
= 1.88 cubic feet.)

It is expected that Maine fishermen would be able to pass dong a portion of their increased costs from renting
quota, resulting in adightly higher exvessdl price for Maine ocean quahogs.

7.2.3.2.3. Consumer Prices

With exvessdl prices expected to increase dightly under this dternative, prices to consumers may increase very
dightly.

7.2.3.2.4. Consumer Surplus

Assuming that consumers would pay adightly higher retall price for Maine ocean quahogs, consumer surplus
would decrease dightly.

7.2.3.2.5. Harvest Costs

After the free Maine ocean quahog quota is exhausted, fishermen are expected to rent quotafrom the ITQ
fishery. The cost per ITQ bushel isestimated a $0.75. Assuming that the entire quota reduction of 50,000
bushelsis replaced, the increased harvesting costs would equal $37,500 across al vessels.

There are two factors which would serve to adjust thisamount. First isthe fact that Maine bushels are smaller
than 1TQ bushels, which would lower rental costs since fewer ITQ bushds would be needed to land each Maine
ocean quahog bushel. One cage tag dlows for the landing of 32 ITQ bushels (1.88 cu. ft. each), whereas one
tag would equate to 48 Maine bushels (1.2445 cu. ft. each).

The second factor involves the fact that 1 cage tag is the samdlest quota unit that a fishermen can utilize when
landing either surfclams or ocean quahogsin the ITQ fishery. For many Maine ocean quahog trips thisunit is
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relatively efficient, asin 1999, for example, the average catch per trip was 47 Maine bushels. Each trip would
then require 1 tag to cover 48 Maine bushels, at an estimated cost of $24.00.

Inefficiencies would exigt in those cases where either fewer or larger harvests were made on asingleftrip.
Landings of any quantity between 1 and 48 Maine bushels would require one cage tag to be used. Similarly,
landings of any quantity between 49 and 96 Maine bushels would require two tags be used.

For the purposes of thisandysis, it is assumed that these two countervailing factors will balance one another out,
and that the overdl increase in harvest costs under this dternative is $37,500.

7.2.3.2.6. Producer Surplus

It is expected that producers (vessals) will be obliged to absorb a portion of the increased costs of harvest that
would result from renting ITQ quota. Producer surplus would correspondingly decrease dightly.

7.2.3.2.7. Enforcement Costs

With the widespread use of ITQ quotain Maine that this aternative envisions, the cogts of tracking and enforcing
it would increase.

7.2.3.2.8. Distributive Impacts
No sgnificant distributive impacts are foreseen from adoption of this dternative.
7.2.3.2.9. Cumulative Impacts
No sgnificant cumulative impacts are foreseen from adoption of this dternative.
7.2.3.2.10. Risk of Biological Overexploitation
Therisk of localized overexploitation exigsin al of the management aternatives currently available for the Maine
ocean quahog fishery. From a coast-wide perspective, thereislittle risk to the ocean quahog resource from the

total alowable harvest of the combined ITQ and Maine ocean quahog quotas.

However, the lack of a survey and assessment of the Maine ocean quahog fishery zone leaves the question of a
sugtainable harvest leve for this area unresolved.

Recent communications with the Maine Department of Marine Resources indicate that work on an
assessment of the ocean quahog resource in the Gulf of Maine will commence in early 2002 (Mercer,
pers. comm). A $23,000 grant from the Northeast Consortium was received to fund initial efforts,
which will take the form of cooperative research using the Maine industry vessel “Whitney and
Ashley.” While currently thereis no funding committed to recurring sampling across time, the
Department is optimistic that both State and industry support for the program will increase and allow
research effortsto continue.
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7.2.3.3. Alternative M2 - 1998 Harvest Levd - 72,466 Maine Bu.

7.2.3.3.1. Landings
Reducing the Maine quahog quota to the 1998 harvest level of 72,466 Maine bushels represents a 28%
reduction in potentia landings versus the satus quo. However, it is again assumed that once the "free" quota

assgned to the Maine fishery is harvested, fishermen would smply rent surplus ocean quahog quota from the
ITQ fishery to replaceit. Tota landings, then, would remain unchanged from the status quo adterndtive.

7.2.3.3.2. Exvessel Prices
Given the landings pattern exhibited in 2000, a quota of 72,466 Maine bushels should sustain the fishery through
the pesk summer months. Thiswould limit the additional cogts of renting ITQ to only those vessels active in the
find few months of the year. Aswith the prior dterndive, it is expected that vessds will be able to recoup a
portion of the added costs through dightly higher exvessd prices.

7.2.3.3.3. Consumer Prices

The magnitude of the increase in exvessd prices under this dternative is consdered to be so smdl that isit
unlikely to have a discernable impact on consumer prices.

7.2.3.3.4. Consumer Surplus

With consumer prices expected to remain congtant under this dternative, no changes in consumer surplus would
result.

7.2.3.3.5. Harvest Costs
It is expected that vessals would respond to a 28% decrease in the Maine quota by renting the 27,534 bushels
lost from the ITQ portion of the fishery. At an estimated cost of $0.75 per bushd, this would result in an
increase of $20,650 in harvest costs across al vessdls. (See the section on harvest cogtsin the prior dternative
for adiscusson of other compensating factors affecting the use of ITQ quotain the Maine fishery.)

7.2.3.3.6. Producer Surplus

It is expected that producers (vessels) will be obliged to absorb a portion of the increased costs of harvest that
would result from renting ITQ quota. Producer surplus would correspondingly decrease dightly.

7.2.3.3.7. Enforcement Costs
With the need to administer and track the use of ITQ quotain the Maine fishery, enforcement costs would
increese. However, with utilization limited to only those vessd's remaining active in the find months of the year,
the costs would be less than those resulting from the prior (50% of Maximum Quota) dternative.

7.2.3.3.8. Distributive Impacts
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No sgnificant distributive impacts are foreseen from adoption of this dternative.
7.2.3.3.9. Cumulative Impacts

No sgnificant cumulative impacts are foreseen from adoption of this dternetive.
7.2.3.3.10. Risk of Biological Overexploitation

Asdiscussed in the prior dternative, therisk of biological overexploitation is expected to be Smilar acrossdl
quota aternatives currently available for the Maine ocean quahog fishery.

7.2.3.4. Summary of Maine Ocean Quahog Quota I mpacts

Summary of Impactsfor Proposed 2002 M aine Ocean Quahog Quota Alter natives Relative to
Status Quo Alt M3: 100,000 Maine bushels (Preferred)

Feature Alt. M1 Alt. M2
50% of Maximum Quota 1998 Harvest Level
50,000 Maine bushels 72,466 Maine bushels
Landings 0 (assumes 50,000 Maine bushels will be 0 (assumes that 27,534 Maine bushels will be
leased from |ITQ portion of the fishery) leased from I TQ portion of the fishery)
Exvessel Prices Slight + Very Slight +
Consumer Prices Slight + 0
Consumer Surplus Slight - 0
Harvest Costs + $37,500 + $20,650
Producer Surplus Slight - Slight -
Enforcement Costs + +
Distributive Impacts 0 0
Cumulative Impacts 0 0
Risk of Biological Overexploitation 0 0

+ indicates an increase relative to the status quo; - indicates a decrease relative to the status quo; O indicates no change; ? indicates unknown

7.3. Other Management Actions. Suspend Minimum Size Redtriction on Surfclamsfor 2002

The Surfclam and Ocean Quahog FMP includes a provison for a minimum size limit of 4.75 inches on surfclams,
which may be used to protect new year classes from harvest before they have reached an optima size. The
provison iswritten such that aminimum size will automaticaly be in effect unless the Council takes the active step
of suspending it each yesar.

The current stock is comprised primarily of large, adult individuas, with few smdl individuds gpparent from
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landingsin most areas. Reingtating a minimum Size under these conditions would result in grester harm than
benefit, as it would require the industry to use "sorting” machines which will often damage underszed dams asit
routes them back overboard.

It is, therefore, the Council's recommendation that the surfclam minimum size limit be suspended for 2002, as has
been done since 1990. Continuing the suspension will have no impact on the current fishery.

7.3.1. The Alternative of Not Suspending the Surfdam Minimum Size Limit in 2002

Each year the Council mugt take the active step of suspension, or aminimum size of 4.75 inches will automatically
go into effect as of January 1. The current regulations read as follows:
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§ 648.72 Minimum surf clam size.
(& Minimum length. The minimum length for surf damsis 4.75 inches (12.065 cm).

(b) Determination of compliance. No more than 50 surf clamsin any cage may be less than 4.75 inches
(12.065 cm) in length. If more than 50 surf clamsin any ingpected cage of surf dams are lessthan 4.75
inches (12.065 cm) in length, dl cageslanded by the same vessd from the same trip are deemed to bein
violation of the minimum Sze redriction.

(¢) Suspension. Upon the recommendation of the MAFMC, the Regiond Administrator may suspend
annudly, by publication in the Federal Regigter, the minimum shell-height standard, unless discard, caich, and
survey dataindicate that 30 percent of the surf clams are smaller than 4.75 inches (12.065 cm) and the
overdl reduced shell height is not attributable to beds where the growth of individua surf clams has been
reduced because of density dependent factors.

(d) Measurement. Length is measured at the longest dimension of the surf clam shell.

The minimum size provision for the surfclam fishery is ameasure that is most gppropriate when alarge proportion
of the resource is comprised of smaler, younger surfclams. 1ts gpplication can help ensure the continued viability
of ayoung, or recovering resource by delaying their harvest until they have had multiple opportunities to spawn.

It isaso intended to improve the overal mesat yidd from afishery by postponing harvest until after the rapid
growth phase which occurs in the adolescence of most species.

The condition of having alarge portion of the resource in an immeature state occurred in the surfclam fishery
following the anoxia event in the summer of 1976. Low levels of dissolved oxygen in the water off the coast of
New Jersey killed large portions of the surfclam resource available a the time. 1n the subsequent years the Mid-
Atlantic Council implemented a series of management measures for surfdlams. These included quarterly harvest
guotas, amoratorium on new vessdls entering the fishery, effort limitations, reporting requirements, closed aress,
and aninitid minimum sze limit of 5.5 inches.

Unfortunately, in addition to the desired effect, each of these measures aso produced some negetive side effects.
Quarterly quotas that were shared among al vessas fill motivated arace to fish as vessels sought to harvest as
much as possible before the quota was reached and the fishery closed. The vessdl moratorium made the
replacement of ageing vessds difficult and contentious. Effort limitations which limited the amount of time a vessd
could operate were expensve to enforce and costly to vessel ownersin the forced down-time of their vessels.
Closed nursery areas were very expensgve to enforce because they required the use of Coast Guard cutters or
survelllance arcraft, and it is consdered likely that the stunting of the surfclam resource off Chincoteague,
Virginiawas contributed to by the area closure.

Minimum size limits are so subject to their share of unintended consequences. The minimum size for surfdams
was generdly favored by processors because it obliged fishermen to bring them the most profitable, high-yielding
clams. However, vessdl owners were subject to fines if their catches were found to bein violation, and resource
benefits are muted when captains are unable to avoid small individuas, and are forced to discard them.

The culling out of smdl clamsis mogt often accomplished with sorting machines, which will direct dams acrossa
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series of paralld metd rollers, dlowing the smdler individuals to fal between the rollers and be shunted back
overboard. Fracture of the clam shell during this process is common, and a significant portion of the animas
returned to the ocean will not survive.

In the 2000 surfclam logbook data, the average reported discard rate was 2.7%, and the highest reported rate
was 30%. Inthe last assessment, gear mortality was assumed to be 10% of landings (animaskilled from the
dredge passing over them), and discard mortdity an additiona 10% of landings. Numbers of this magnitude are
not suggestive of a population dominated by smal individuas. Moreover, assessment figures continue to indicate
that the stock is comprised primarily of large, adult individuals. Reingtating a minimum size under these conditions
would result in greater harm than benefit, because it would result in higher discard mortality through the expanded
use of sorters, as vessd owners seek to minimize therisk of fines.

It is, therefore, the Council's recommendation that the surfclam minimum size limit be suspended for 2002, as has
been done since 1990. Continuing the suspension will provide substantia benefits through maintaining alow
discard mortality rate, while giving up little in the way of increased surviva of juveniles.

8. DETERMINATION OF A SIGNIFICANT REGULATORY ACTION

The proposed action does not condtitute a significant regulatory action under Executive Order 12866 for the
following reasons. (1) It will not have an annud effect on the economy of more than $100 million. Based on
federa logbook reports, the totd vaue of the EEZ surfclam fishery was $21.8 million in 2000, and the total vaue
of the EEZ ocean quahog fishery was $14.6 million. Hence, with atota vaue of $36.4 million between the two
fisheries, it is not possible for any regulation which the federa government might issue to exceed the $100 million
impact threshold. The proposed actions are necessary to maintain the harvest of surfclams and ocean quahogs at
sugtainable levels. The proposed action benefits in amaterid way the economy, productivity, competition and
jobs. The proposed action will not adversdly affect, in the long-term, competition, jobs, the environment, public
hedlth or safety, or Sate, locd, or triba government communities. (2) The proposed actions will not creste a
serious incongstency or otherwise interfere with an action taken or planned by another agency. No other agency
has indicated that it plans an action that will affect the Atlantic surfclam or ocean quahog fisheriesin the EEZ. (3)
The proposed actions will not materidly dter the budgetary impact of entitlements, grants, user fees, or [oan
programs or the rights and obligations of their participants. (4) The proposed actions do not raise novel legd or
policy issues arigng out of lega mandates, the President’s priorities, or the principles set forth in this Executive
Order.

8.1 Conclusion

Dueto the lack of meeting any of the four criteria described above, it is determined that the proposed 2002
quotas for the surfclam and ocean quahog fisheries do not congtitute a"sgnificant” regulatory action.
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9. REVIEW OF IMPACTSRELATIVE TO THE REGULATORY FLEXIBILITY ACT (Small Entity
Impacts) AND INITIAL REGULATORY FLEXIBILITY ANALYSIS

9.1. Introduction

The purpose of the Regulatory Hexibility Act (RFA) isto minimize the adverse impacts from burdensome
regulations and record keeping requirements on small businesses, small organizations, and smal government
entities. The category of small entities likely to be affected by the proposed plan isthat of commercid Atlantic
surfclam and ocean quahog fishermen. The impacts of the proposed action on the fishing industry and the
economy as awhole were discussed above. The following discussion of impacts centers specificaly on the
effects of the proposed actions on the mentioned small business entities.

9.2. Determination of Significant Economic Impact on a Substantial Number of Small Entities

The Smdl Business Adminigration (SBA) defines asmal businessin the commercid fishing sector as a firm with
receipts (gross revenues) of up to $3.0 million. The Northeast Regiond Office of the Nationa Marine Fisheries
Service maintains current ownership records of surfclam and ocean quahog dlocation holders. Tables 1 and 2
contain listings of surfclam and ocean quahog dlocation holders respectively as of August 2, 2001. These are
the entities that will be most directly impacted by the setting of annua quotas.

Table1. Surfclam Allocation Owners as of August 2, 2001

No. of Allocation Holders State Total BushelsHeld Bu/Holder
62 NJ 1,276,384 20,587
17 VA 1,013,696 59,629
12 MD 446,816 37,235
8 VAR* 113,344 14,168
Total =99 2,850,240 28,790
* Var = FL, MA, NY, RI
Table 2. Ocean Quahog Allocation Owners as of August 2, 2001
No. of Allocation Holders State Total BushelsHeld Bu/Holder
42 NJ 3,087,200 73,505
9 MD 291,520 32,391
7 VA 913,824 130,546
6 VAR* 206,784 34,464
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Total = 63 4,499,328 71,418

*Var =CT, FL, NY, RI

Table 3 ligts the number of vessdls active in harvesting surfclams and ocean quahogs in the non-Maine fisheries.
Some of these vessals may not hold dlocations. Depending on the regulations promulgated, the population
affected by the regulation may change, i.e. if, for example, an areais closed, both holders and service providing
vessals may be affected, while with a quota change, only holders may appropriately be affected and service
providers impacted.

Table 3. Vessd Participation in the 2000 Surfclam and non-Maine Ocean Quahog Fisheries

Species Harvested Number of Vessels
Surfclams only 19
Ocean Quahogs only 17
BOTH Surfclams and Ocean Quahogs 12
TOTAL 48

Average 2000 grossincome for surfclam vessels was $702,317 per vessel, and for ocean quahogs was
$470,854 per vessdl.  Inthe smdl artisand fishery for ocean quahogsin Maine, 34 vessels reported harvestsin
the clam logbooks, with an average vaue of $97,223 per boat. All of these vessals readily fal within the
definition of smal businesses.

9.3. Analysisof Economic I mpacts

9.3.1. Doesthis action result in revenue loss of >5% for > 20% of the participants?

9.3.1.1. Atlantic Surfclam Quota

The Mid-Atlantic Council is recommending an increase of 10% in the 2002 quota for surfclamsin federa
waters. Hence, if the quotais fully harvested and prices remain stable, an increase in revenue of 10% per
vess should result.

9.3.1.2. Ocean Quahog Quota

The Mid-Atlantic Council is recommending no change in the 2002 quota for ocean quahogsin federa
waters. Maintaining the quota at its current level will not directly reduce the exvessd revenues of any

industry participant.
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9.3.1.3. Maine Ocean Quahog Management Area

The Mid-Atlantic Council is recommending no change in the 2002 quota for the Maine ocean quahog
management area. Maintaining the quota at its current level will not directly reduce the exvesse revenues of
any industry participant.

9.3.1.4. Suspension of Surfclam Minimum Sze Limit

The Mid-Atlantic Coundil is recommending the continued suspenson of the surfdlam minimum size limit for
2002. This action should increase the profitability of participating in the surfclam fishery for al vessdls asit
eliminates the need to purchase and maintain costly sorting machinery. Asdiscussed in prior sections, the
imposgition of asze limit in the surfdam fishery is only advisable when the resource is comprised of
predominantly smdl, juvenile individuas

9.3.2. Doesthis action result in an increase in compliance costs (annudized capitd . operating, reporting, €c.) of
>50% for > 20% of the participants?

9.3.2.1. Atlantic Surfclam Quota

The cogts of compliance with these regulations remain unchanged from prior years. Therefore, there should
be no increase in compliance cogts resulting from the recommended 2002 surfclam quota

9.3.2.2. Ocean Quahog Quota

The cogts of compliance with these regulations remain unchanged from prior years. Therefore, there should
be no increase in compliance costs resulting from the recommended 2002 ocean quahog quota.

9.3.2.3. Maine Ocean Quahog Management Area

The cogts of compliance with these regulations remain unchanged from prior years. Therefore, there should
be no increase in compliance costs resulting from the recommended 2002 Maine ocean quahog area quota.

9.3.2.4. Suspension of Surfclam Minimum Sze Limit

The cogts of compliance with these regulations remain unchanged from prior years. Therefore, there should
be no increase in compliance costs resulting from the recommended 2002 suspension of the surfclam
minimum gze limit.

9.3.3. Doesthis action result in 2% of the entities ceasing operations?

9.3.3.1. Atlantic Surfclam Quota
The Mid-Atlantic Council is recommending an increase of 10% in the 2002 quota for surfclamsin federa

waters. The market for surfclamsis currently strong, and there should be no impediment to al vessels
increasing their sales by a corresponding 10%. Hence, no business failures are expected as aresult of this
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quota specification.
9.3.3.2. Ocean Quahogs Quota

The Mid-Atlantic Council is recommending no change in the 2002 quota for ocean quahogsin federd
waters. Asof mid-July 2001, there was an 11% surplus of unharvested ocean quahog quota projected for
theyear. Thisisaresult of the increasing costs of harvesting ocean quahogs, and the decreasing costs of
subgtitute products (surfclams). A risk of businessfailure exists if selected dlocation owners with lesser
access to amarket were unable to sell their quota shares over a period of years. Currently, there are no
known cases of this occurring in the ocean quahog fishery. However, the Council is monitoring
developmentsin the fishery closdy, and will recommend adjustments in the future should the risk of business
failure appear to increase.

9.3.3.3. Maine Ocean Quahog Management Area

The Mid-Atlantic Council is recommending no change in the 2002 quota for the Maine ocean quahog
management area. It is not anticipated that this action will negatively impact the number of business entities.

9.3.3.4. Suspension of the Surfclam Minimum Sze Limit

It is not anticipated that the suspension of the surfclam minimum sze limit will have anything other than a
favorable impact on the number of business entities.

9.3.4. 2002 Surfclam Quota Deemed "Not Significant” |mpact

The Mid-Atlantic Council is recommending an increase of 10% in the 2002 quota for surfclamsin federa waters.
The market for surfclamsiis currently strong, and there should be no impediment to al vessasincreasing their
sdes by a corresponding 10%. Therefore, with only postive impacts resulting from this action, it is concluded
the 2002 surfclam quota will have no significant negative impact on smal businesses.

9.3.5. 2002 Ocean Quahog Quota Deemed "Not Significant” |mpact

The Mid-Atlantic Council has recommended “no change’ in the ocean quahog quotafor 2002. Theindudtry is
currently not utilizing al of the existing quota for ocean quahogs. Therefore, it is concluded that there will be no
ggnificant negative impact on smdl busnesses

9.3.6. 2002 Maine Ocean Quahog Area Quota Deemed "Not Significant” |mpact

The Mid-Atlantic Council has recommended “no change’ in the Maine ocean quahog area quota for 2002.
Therefore, it is concluded that there will be no significant negetive impact on small businesses.

9.3.7. Indirect Impacts

A required component for preparation of this analysis under the Regulatory Flexibility Act isidentification of the
industries and economic sectors that will either be directly or indirectly affected by the proposed regulation. In
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addition to commercid fishing vessds, thisinformation is specifically provided for the affected economic sectors
for the commercid fishing industry in the following Table 4.
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Table4. Lis of indirectly affected industry sectors

Commercial Fishing (0910) mpact Processors (2092) Impact
Sector SIC Code ercent Sector SIC Code ercent
LUBRICATING OILS AND GREASES 2992 22.88%| |COMMERCIAL FISHING 910 36.03%
CORDAGE AND TWINE 298 11.84%| |[BUILDING MATERIALS AND]5200 18.07%
GARDENING SUPPLIES
SHIP BUILDING AND REPAIRING 3731 11.72%| |PREPARED FRESH OR 2092 15.12%
FROZEN FISH OR SEAFOOD
[MISCELLANEOUS REPAIR SHOPS 7690 6.53%| [MISCELLANEOUS 0191, 0219, 0259, 9.30%
LIVESTOCK 0271, 0272, 0273,
0279, 0291
[MANUFACTURED ICE 097 5.55%| |[WATER TRANSPORTATION 4400 6.05%
PETROLEUM REFINING 0910 4.76%| |[PAPERBOARD CONTAINERS]|2650 4.03%
AND BOXES
BOAT BUILDING AND REPAIRING 3732 4.23%]| [COMMUNICATIONS, EXCEPT|4810, 4820, 4349, 2.36%
RADIO AND TV 4890
INSURANCE CARRIERS 6300 3.53%| |GAS PRODUCTION AND 4920, 4930 1.36%
DISTRIBUTION
AUTOMOBILE RENTAL AND LEASING 7510 2.24% 92.32%
ATER TRANSPORTATION 1400 2.05%
[MAINTENANCE AND REPAIR OTHER 1500, 1600, 1.96%
FACILITIES 1700
CANVAS PRODUCTS 394 1.61%
IMOTOR FREIGHT TRANSPORT AND 1200, 4789 1.41%
WAREHOUSING
BANKING 6000 1.33%
HOTELS AND LODGING PLACES 7000 1.16%
IMANAGEMENT AND CONSULTING 8740 1.11%
SERVICES
COMMERCIAL FISHING 010 1.04%
AUTOMOTIVE DEALERS & SERVICE 5500 1.03%
STATIONS
HARDWARE, N.E.C. 3429 0.95%
AUTOMOBILE REPAIR AND SERVICES 530 0.92%
INTERNAL COMBUSTION ENGINES, 3519 0.86%
N.E.C.
[MANIFOLD BUSINESS FORMS D760 0.77%
BUSINESS ASSOCIATIONS 8610 0.62%
90.10%
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For the commercia sector, the proposed regulations will have direct effects on both commercid fishing and processng.
These sectors are identified by their 4-digit Standard Industria Classification (SIC) code as 0910 and 2092
respectively. The economic sectors that will be indirectly affected were identified in the following manner: An

I nput/Output modd of the United States economy was estimated using a PC-Based software program cdled
IMPLAN. IMPLAN has been in use since its development by the U.S. Forest Servicein 1979. IMPLAN is based
on Bureau of Economic Andysis (BEA) datafor 521 indudtries. The U.S. modd provides information on linkages
among industries as well as an estimate of the required amount of purchases from dl sectorsin order to produce one
dollar’ sworth of output in agiven sector. Theindirectly affected economic sectors for commercid fishing and
processing were listed in Table 1, aong with the SIC codes that comprise those sectors. Note that the list of sectorsis
not exhaugtive, but include sectors in descending order of impact and only reports those sectors whose cumulative
impact was 90 percent or greate.

In each column of Table 1, headed by thetitle “Impact Percent” are estimated proportions of expenditures by directly
affected sectors on purchased inputs (i.e. expenses per dollar of commercid fishing output net of value added) from
each of the indirectly affected sectors. For example, of the inputs used by commercid vessels, 22.88 percent were
from SIC sector 2992 (lubricating oils and greases). Vaue added includes payments that go to labor (captain and
crew) and profits. This meansthat for every dollar spent to produce adollar’ s worth of commercid fishing $0.75 goes
to vaue added and $0.25 goes to purchased inputs other than labor. Thus, the effect on indirectly affected industriesis
the product of $0.25 and the “Impact Percent.” Sector 2992 has the highest impact percent (22.88) and revenuesin
that sector would change at arate of $0.057 per dollar of output change in the commercid fishing sector. Since no
sgnificant impact (>5%) was found for either the surfclam or ocean quahog fishery, it isvery unlikely thet the any
indirectly affected firms would be sgnificantly impacted by any of the three criterion.

9.4. Explanation of Why The Action isBeing Considered

Regulations implementing the Fishery Management Plan (FMP) for the Atlantic Surfclam and Ocean Quahog Fisheries
prepared by the Council appear in 50 CFR Subpart E Sec. 648.7. These regulations stipulate that prior to the
beginning of each year, the MAFMC, following an opportunity for public comment, will recommend to the Assistant
Adminigtrator quotas and estimates of DAH and DAP for surfclams and ocean quahogs within the ranges specified.
9.5. Objectivesand Legal Basisfor the Rule

Refer to the section on Management Objectives above (Section 1.2). The Magnuson-Stevens Fishery Conservation
and Management Act (Public Law 94-265) as amended through October 11, 1996 providesthe legd basisfor the
rule.

9.6. Demographic Analysis

Refer to the sections on Description of Fishing Activities (Section 7), and Economic Characteritics of the Fishery
(Section 8) in Amendment 8 to the Atlantic Surfclam and Ocean Quahog FMP (MAFMC 1990). See aso the 2002
Surfclam and Ocean Quahog quota recommendations paper (MAFMC 2001).

9.7. Cost Analysis

This regulatory action does not impose any additiona reporting or compliance costs on the industry. Refer to the
"Impacts of Proposed Alternatives' section above.
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9.8. Competitive Effects Analysis

Competition in the surfclam and ocean quahog fisheries will only be affected by the annua quotas if surplus quota were
to persist for an extended period of time. If independent fishermen with lesser access to a market were unable to sl
their quota shares for ether species for an extended period, it could result in their exit from the industry and an increase
in concentration. A surplus existed in the federd surfclam fishery in 1997 and 1998, but corrected in 1999. A surplus
currently exigts in the federa ocean quahog fishery, and is being monitored closely. Corrective action will be
recommended in the future if the Situation warrants. To date, no reduction in competition is gpparent from actions
related to the annual quotas.

9.9. Identification of Overlapping Regulations

The proposed action does not create regulations that conflict with any state regulations or other federd laws.

9.10. Conclusons

The preceding andysis of impacts rdative to the Regulatory Flexibility Act indicates that the proposed regul atory
actions will not have a Sgnificant negative impact on smdl entities engaged in the surfclam or ocean quahog fisheries.

10. PAPER WORK REDUCTION ACT OF 1995

The Pgperwork Reduction Act concerns the collection of information. The intent of the Act isto minimize the Federd
paperwork burden for individuals, small business, state and local governments, and other persons aswell asto
maximize the usefulness of information collected by the Federd government.

The Council is not proposing measures under this regulatory action that will involve increased paper work and
congderation under this Act.

11. IMPACTSOF THE PLAN RELATIVE TO FEDERALISM

The Specification recommendations do not contain policies with federdism implications sufficient to warrant preparation
of afederalism assessment under Executive Order 12612.
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. INTRODUCTION

This environmentad assessment is undertaken to establish quotas for the 2002 Atlantic surfclam and ocean quahog
fisheries. Biologica assessments of these resources are conducted by the Nationd Marine Fisheries Service (NMFS)
Northeast Region’'s Stock Assessment Workshop (SAW), which eva uates biologicd parameters such as overdl
population size, geographic digtribution, age structure, and mortality rates from both natural causes and fishing activities.
The most recent complete assessment was published in the Report of the 30th Northeast Regional Stock Assessment
Workshop (USDC 2000a) for surfclams and the 31st Northeast Regiona Stock A ssessment Workshop (USDC
2000b) for ocean quahogs. These two assessments are based on the 1999 clam research survey. Copies of the 2000
assessments are available both from the Nationa Marine Fisheries Service in Woods Hole, MA, and the Mid-Atlantic
Fishery Management Council (Council).

II. PURPOSE AND NEED FOR ACTION

The purpose for the action is to establish landing quotas for 2002 for both surfclams and ocean quahogs. Regulations
implementing the FMP (50 CFR 648) provide that the Secretary of Commerce (Secretary) will annualy specify the
guotas. The quotarange for surfclamsis between 1,850,000 bushels and 3,400,000 bushels. The quota range for
ocean quahogs is between 4,000,000 bushels and 6,000,000 bushels. The quotarange for the Maine ocean quahog
area (both state and federa waters off the eastern coast of Maine north of 43° 50" north latitude) is between 17,000
and 100,000 bushels.

Prior to the beginning of each year, the Council, following an opportunity for public comment, recommends to the
Secretary quotas within the ranges specified. In selecting the quotas the Council must consider current stock
assessments, catch reports, and other relevant information concerning:  exploitable and spawning biomass relative to the
optimum yidd; fishing mortdity rates rdative to the optimum yied; magnitude of incoming recruitment; projected effort
and corresponding catches, geographica distribution of the catch relative to the geographica didtribution of the
resource; and status of areas previoudy closed to surfclam or ocean quahog fishing that are to be opened during the
year and aress likely to be closad to fishing during the year.

The Council clarified its quota setting policies for surfclams and ocean quahogs at the April 1998 Council meeting, due
to the ambiguity which some individuas associated with the word "demand.” The revised Council policies for surfdlams
and ocean quahogs are:

Council policy isto set the surfclam quota within the OY range (1,850,000 to 3,400,000 bushdls) at alevd that
will dlow fishing to continue at that level for at least 10 years, and within the above condraints the quota may
be st taking into account economic information to set the quota to consder net economic benefits over timeto
consumers and producers, within the framework of greatest national benefit.

Council palicy isto set the ocean quahog quota within the OY range (4,000,000 to 6,000,000 bushels) a a
leve that will dlow fishing to continue at thet leved for at least 30 years, and within the above condraints the
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quota may be set taking into account economic information to set the quota to consider net economic benefits
over time to consumers and producers, within the framework of greatest nationa benefit.

At the March 2000 Council meeting, the Council (after reviewing the 2000 surfclam assessment, USDC 2000a) passed
amotion that, “given the recent stock assessment, we consider an increase in quotato the 3.4 million bushel OY over
the next 5 years with a 10% increase the first year.”

The quotaiis st a that amount which is most congstent with the objectives of Amendment 8 of the Fishery
Management Plan for the Atlantic Surfclam and Ocean Quahog Fishery (MAFMC 1990). The Secretary may set
quotas at quantities different from the Council's recommendations only if he can demondrate that the Council's
recommendations violate the National Standards of the Magnuson Act and the objectives of the Atlantic Surfclam and
Ocean Quahog Fishery Management Plan.

The following table presents surfclam and ocean quahog quotas since 1990 and the year 2002 recommendation voted
by the Mid-Atlantic Council in June 2001:

Surfdams Ocean Quahogs

(million bushels) (million bushels)

1990 Quota 2.850 5.300
1991 Quota 2.850 5.300
1992 Quota 2.850 5.300
1993 Quota 2.850 5.400
1994 Quota 2.850 5.400
1995 Quota 2.565 4.900
1996 Quota 2.565 4.450
1997 Quota 2.565 4.317
1998 Quota 2.565 4.000
1999 Quota 2.565 4.500
2000 Quota 2.565 4.500
2001 Quota 2.850 4.500
2002 Recommendation 3.135 4.500

1. MANAGEMENT OBJECTIVES
The objectives of the FMP, since implementation of Amendment 8 (MAFMC 1990), have been and continue to be:

1. Consarve and rebuild Atlantic surfclam and ocean quahog resources by stabilizing annua harvest rates throughout the
management unit in away that minimizes short term economic didocations.

2. Smplify to the maximum extent the regulatory requirement of surfclam and ocean quahog management to minimize
the government and private cost of administering and complying with regulatory, reporting, enforcement, and research
requirements of surfclam and ocean quahog management.

3. Provide the opportunity for industry to operate efficiently, congstent with the conservation of surfclam and ocean
quahog resources, which will bring harvesting capacity in balance with processing and biologica capacity and dlow
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industry participants to achieve economic efficiency including efficient utilization of capital resources by the indudtry.

4. Provide amanagement regime and regulatory framework which is flexible and adaptive to unanticipated short term
events or circumstances and consstent with overal plan objectives and long term industry planning and investment
needs.

The management unit isdl surfdams (Spisula solidissima) and al ocean quahogs (Arctica idlandica) in the Atlantic
EEZ.

V. AFFECTED ENVIRONMENT OF THE SURFCLAM RESOURCE

The 1997 and 1999 NEFSC clam surveys and subsequent assessments of surfclams (USDC 1998a and 2000a) and
ocean quahogs (USDC 1998b and 2000b) marked a substantia increase in the efforts made to understand the
dynamics and quantify the status of the surfclam and ocean quahog resources off the northeastern United States.
Industry vessels donated their time in conducting depletion experiments aongside a NMFS research vessd, which
served to improve the accuracy of severad parameters used in assessment models. Numerous NMFS scientists, other
governmenta scientists, academics, and industry representatives al significantly contributed to the better and more
thorough understanding of the surfclam and ocean quahog resources over the past few years.

Key findings from the 30" SARC Advisory Report (USDC 2000a) included the following:
€& TheEEZ surfdlam resourceis a ahigh level of biomass and is under-exploited.
€& Themgority of the catch is derived from the Northern New Jersey (NNJ) area which contains about 39% of the

coast-wide resource. Large fractions of the resource are exploited at low levels (Delmarva containing 25% of the
resource) or not at al (Georges Bank containing 21% of the resource).

€& Edimated mean annud fishing mortaity rates from 1997-1999 were 0.02 for the entire EEZ resource, 0.03 -
0.04 for the NNJ region, and 0.04 - 0.07 for the SNJ region.

€& Agecompostion datafrom the 1997 survey for NNJ and Delmarva indicate that the populations contain at least
18 cohorts, none of which are dominant. The length frequencies for these two regions between the 1997 and
1999 surveys did not Sgnificantly vary.

€&  Fishing mortality can be increased for the surfclam resource taken asawhole. However, it may be advantageous

to avoid localized depletion.

It should be noted that the surfclam and ocean quahog resources on Georges Bank remain closed to fishing due to the
presence of Pardytic Shdllfish Poisoning (PSP) toxin.

Key findings of the Quota Recommendations paper (MAFMC 20014) indicate:

€& Landings of surfclams from both state and federd waters surged 16% to 4.01 million bushesin 2000, reflecting
strong demand and the continued trend to substitute surfclams for ocean quahogs in the marketplace.
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The strengthened demand for surfclam products suggests the industry has largely overcome the marketing
difficulties experienced in 1997 and 1998, when as much as 8% of the federd quota was |eft unharvested on the
ocean floor.

Quotasin both federal and New Jersey state waters were fully harvested in 1999 and 2000. Landingsin the
New Y ork inshore fishery increased to 65% of the annual 500,000 bushdl quotain 2000.

Exvesse pricesinched higher in 2000, with alarger percentage of trips being reported at $10.00 per bushel than
the year before. Verba reports from industry members indicate that prices have increased further in 2001,
climbing above the $11.00 per bushel mark.

In part to meet the requirements of new premium strip products, estimates indicate that gpproximately 25% of the
surfclam harvest is now being shucked by hand.

A flegt-wide caculation of Landings Per Unit of Effort (LPUE) remained stable at 129 bushels per hour fished in
2000 (Table 1).

Harvests continue to be concentrated off the coast of New Jersay, with 51% of the catch coming from the “ New
Jersey Nearshore’ (3973) degree square . While average LPUE for this square did not change appreciably from
1999 for Class 3 vessds, harvests were down significantly when compared to the preceding years.

The second most intensively fished degree square is *“ Delaware-Maryland Nearshore” (3874), supplying
gpproximately 22% of the 2000 federd harvest. LPUE from this area declined a surprisng 29%.

V. ALTERNATIVESBEING CONSIDERED FOR SURFCLAM QUOTA

VI.1.
V1.2
VI1.3.
V1.A4.
VI.5.
V1.6.

VI.

VI.1

Preferred Alternative - 3.135 Million Bushe Quota for Surfclams

Alternative 1 - 1.850 Million Bushel Quota for Surfclams

Alternative 2 - 2.850 Million Bushe Quota for Surfclams (status quo)

Alternative 3 - 3.000 Million Bushel Quota for Surfclams

Alternative 4 - 3.400 Million Bushel Quota for Surfclams

Other Management Actions. Suspend Minimum Size Restriction on Surfclamsfor 2002

ENVIRONMENTAL CONSEQUENCES OF PREFERRED AND OTHER ALTERNATIVES

Preferred Alternative - 3.135 Million Bushel Quota for Surfclams

The Council’ s preferred dternative quota for the 2002 surfclam fishery is 3.135 million bushds, which isa 10%
increase from the 2001 quota of 2.850 million bushels. This preferred dternative meets the 2000 SAW
recommendation “Fishing mortaity can be increased for the surfclam resource taken asawhole. However, it may be
advantageous to avoid locaized depletion.”

The most recent biological assessments (from both the 1997 and 1999 surveys) indicate the resource is hedthy,
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composed of many age classes, and can safely sustain increased harvests. Sufficient recruitment is aso evident and thus
thisleve of quotawill not harm the long-term sustainability of the resource. The Fin 1999 (the last time it was
measured at a peer-reviewed SARC) associated with a quota of 2.565 million bushels was approximately 0.02 and this
guotaincrease may increase the F in 2002 to at most 0.03.

The proposed quota takes into account andysis of surfclam abundance that was part of the 30th Northeast Regiond
Stock Assessment Workshop (SAW 30). SAW 30 utilized data from the 1999 surfclam survey, which included work
to estimate dredge efficiency. Results from the 1999 survey and assessment corroborate those of the 1997 survey and
assessment and provided the Council the opportunity to safely increase the quota. The Council has tentatively agreed
with industry’ s request to continue increasing the quota during the next five years up to the maximum optimum yield (3.4
million bushels) level. The Council will continue to perform its annud review of the fishery, but wanted industry to
undergtand that should future assessments continue to indicate the healthy status of the resource that the industry can
plan for seady growth to its maximum optimum yield level.

The Council continues to assume that none of the Georges Bank resource (gpproximately twenty percent of the total
resource) will be avallable in the near future for harvesting because of pardytic shellfish poisoning. This area has been
closed to the harvest of clams and other shellfish since 1989, and the Council and NMFS have no reason to believe
that it will reopen in the near future.

The Sustainable Fisheries Act (SFA) of 1996 sgnificantly dtered the requirement of FIMPs to address habitat issues.
The SFA contains provisons for the identification and protection of habitat essentia to the production of federaly
managed species. The Act requires FMPs to include identification and description of essentid fish habitat (EFH),
description of non-fishing and fishing thrests, and to suggest conservation and enhancement measures. These new
habitat requirements, including what little is known about clam gear impacts to the bottom, are addressed in
Amendment 12 (MAFMC 1999).

Since there would be only a minor change in the quota impacts on bottom habitat would be minor. This dightly
increased quota may have no effect on the exvessd market for surfclams, ceteris paribus. However, given the current
increased demand for surfclamsin the market, it is probable that the exvessd price of surfclams will remain steady
(MAFMC 2001b).

VI1.2. Alternative 1 - 1.850 Million Bushd Quota for Surfclams

The firg non-preferred dternative quota for the 2002 surfdlam fishery is1.850 million bushels. This quotaiswithin the
QY range of between 1.850 and 3.400 million bushes as required by the FMP. This dternative would reduce the
surfclam quota by 35% from 2001 (MAFMC 2001a).

The 1.850 million bushd recommendation for 2002 represents a decrease of 35% from the 2.850 million bushel quota
which had been implemented in 2001. The direct impact would be that surfclam alocation owners would esch receive
35% fewer cage tags than they had in 2001. All dlocation owners would be affected proportiondly the same, since the
harvest right which each individua entity owns is actualy a percentage share of the annud quota. If dl other aspects of
the surfclam fishery were to remain congtant, such as ex-vessel prices and the quantity of surfclams supplied from sate
waters, then the mgjor human consequence of the quota reduction is the near-term decrease in revenues which occurs
from postponing a portion of the harvest of surfclamsto alater year. 1t is unlikely, however that dl the other conditions
which held true previoudy will pertain again in 2002.
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There is no mgor reason the Council would have considered serioudy reducing the 2002 quota from the 2001, other
than to evduate the full range of dternatives.

In 2000, 100% of the EEZ quotawas landed. Prior to 1997 the previous five years of the ITQ program landed
between 99 and 100% of the quota annualy, but between 1997 and 1998 more than 5% of the quota was not landed.
With the EEZ quota at a congtant 2.565 million bushels for both 1997 and 1998, it is believed that market forces were
the primary reason behind the EEZ landing decline. Also contributing to the conclusion for 1997 and 1998, that market
demand was off was the fact that inshore New Y ork and New Jersey landings were sgnificantly below their quotas,
however landingsin New Jersey and New Y ork have increased significantly in 1999 and 2000 (MAFMC 2001a).

An 35% reduction in quota for 2002 could possibly benefit the long-term sustainability of the resource, however there
is the offsetting argument that the dow growing clams off of Delmarva may need to be thinned in order to be more
productive. (The 1998 assessment (USDC 1998a) states: “It is unclear to what degree thisis due to dengity
dependence or environmenta effects. Therefore, it is unclear whether reducing the dengty through fishing would
improve growth and condition.”) The annua impacts on bottom habitat may be dightly lessened with areduction in
quota. Thislevd of quotawould likely increase exvessd prices, ceteris paribus (MAFMC 2001b).

Discounting the availability of the resource on Georges Bank there is sufficient resource in the Northern New Jersey
and Delmarva areas to maintain a quota significantly above thislevel. The biology of the resource does not warrant
condraining the indudtry to thislevel a thistime. Thisleve of quota may not have sgnificantly different effects on the
resource (Snce more may die of naturd mortdity), but may have a somewhat more beneficia effect on bottom habitat
than the preferred dternative, Snce there would be less fishing effort.

VI1.3. Alternative 2 - 2.850 Million Bushd Quota for Surfclams

The second non-preferred aternative quota for the 2002 surfclam fishery isthe status quo of 2.850 million bushels.
This quotaiswithin the OY range of between 1.850 and 3.400 million bushds as required by the FMP. This
dternative would maintain the surfclam quota at the level it wasin 2001 (MAFMC 2001a).

The 2.850 million bushe recommendation for 2002 represents the status quo. The direct impact would be that
surfclam alocation owners would continue to each receive the same number of cage tags they had the year before. All
alocation owners would be affected proportionaly the same, since the harvest right which each individua entity ownsis
actualy a percentage share of the annual quota. If al other aspects of the surfclam fishery were to remain constant,
such as ex-vessd prices and the quantity of surfclams supplied from state waters, then there would be no mgor human
consequence of the status quo. It isunlikely, however that dl the other conditions which held true in 2001 will pertain
againin 2002.

The mgor reason the Council consdered the status quo for the 2002 quota from the 2001 quotawas in order to
comply with Council policy about setting the quota to consder net economic benefits over time to consumers and
producers, within the framework of greastest nationd benefit. Landings reative to quota (and showing significant
amounts unused) for inshore New Y ork were presented in the Quota Recommendation paper (MAFMC 20018a).

However, in 2000, 100% of the EEZ quotawas landed. Prior to 1997 the previousfive years of the ITQ program
landed between 99 and 100% of the quota annudly, but between 1997 and 1998 more than 5% of the quota was not
landed. With the EEZ quota at a congtant 2.565 million bushels for each of those years, it is believed that market
forces were the primary reason behind the EEZ landing decline. Also contributing to the conclusion that market
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demand was off was the fact that inshore New Y ork and New Jersey landings were significantly below their quotas,
however landingsin New Jersey and New Y ork both increased significantly in 1999 and 2000 (MAFMC 20014).

Maintaining the status quo quota for 2002 could possibly affect the long-term growth of the indudtry, if indudtry is
correct and the demand isgrowing. Thereisthe argument that the dow growing clams off of Delmarva may need to be
thinned in order to be more productive or may never become more productive. (The assessment (USDC 1998a)
dates. “It is unclear to what degree thisis due to density dependence or environmentd effects. Therefore, it is unclear
whether reducing the dendty through fishing would improve growth and condition.”) The annua impacts on bottom
habitat would be the same with maintaining the quota. Thislevel of quotawould maintain exvesse prices, ceteris
paribus (MAFMC 2000b).

VI1.4. Alternative 3 - 3.000 Million Bushd Quota for Surfclams

The Council staff’s recommendation (MAFMC 2001a) was to increase the 2002 surfclam quotato 3.000 million
bushels. Thisincrease would have been a 5% increase above the 2001 quota of 2.850 million bushels. The dtaff
recommendation was based on the stated desire of industry in 2000 to gradudly increase the quota to the maximum
optimum yield leve (3.400 million bushels) over five years. This dternative dso meets the 2000 SAW recommendation
“Fishing mortality can be increased for the surfclam resource taken asawhole. However, it may be advantageous to
avoid localized depletion.”

The most recent biological assessments (from both the 1997 and 1999 surveys) indicate the resource is hedlthy,
composed of many age classes, and can safdy sustain increased harvests. Sufficient recruitment is aso evident and thus
thisleve of quotawill not harm the long-term sustainability of the resource. The Fin 1999 (the last time it was
measured at a peer-reviewed SARC) associated with a quota of 2.565 million bushels was gpproximately 0.02 and this
guotaincrease may increase the F in 2002 to at most 0.03.

This 5% increase dternative was not sdected by the Council because industry made a persuasive argument that they
could use dl of a10% increase in the federd quotafor 2002. All of the quotafor New Jersey inshore clamsis
currently being harvested and the inshore New Y ork resource has significantly increased landings in the past few years.
Severd industry participants have recently increased their marketing efforts and many in industry believed that a 5%
only increase would hinder the continued development of this market.

Since there would be only aminor change in the quota impacts to bottom habitat would be minor. This dightly
increased quota may have no effect on the exvessel market for surfclams, ceteris paribus. However, given the current
increased demand for surfclams in the market, it is probable that the exvessd price of surfdamswill remain steedy
(MAFMC 2001b).

VI.5. Alternative 4 - 3.400 Million Bushd Quota for Surfclams

The maximum quota alowed under the FMP is 3.400 million bushels. Thislevel of quota may require thet the risk of
pardytic shellfish poisoning from surfclams harvested on Georges Bank would be mitigated by employment of a
docksde test for the toxin. The Council assumed none of the surfclam resource on Georges Bank would be available
over the next ten years, and thus this quota could be viewed as excessve and risky. Given the current condition of the
resource this level of quota could adversely affect the long-term sustainability of the stock since the PSP problem has
not been resolved and this large amount of quota for surfclams would be harvested from dready heavily fished aress.
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Increased pressure on bottom habitat could also possibly cause adverse effects. Thislevel of quotawould place a
downward pressure on exvessel price, ceteris paribus.

VI1.6. Other Management Actions. Suspend Minimum Size Restriction on Surfclamsfor 2002

The Surfdam and Ocean Quahog FMP indudes a provison for aminimum size limit of 4.75 inches on surfclams, which
may be used to protect new year classes from harvest before they have reached an optima size. The provisonis
written such that aminimum sze will automaticaly bein effect unless the Council takes the active step of suspending it
each year.

The current stock is comprised primarily of large, adult individuas, with few smal individuds gpparent from landingsin
mogt areas (USDC 2000a). Reingtating a minimum size under these conditions would result in greater harm than
benefit, asit would reguire the industry to use "sorting” machines which will often damage undersized clams as it routes
them back overboard.

It is, therefore, the Council's recommendation that the surfclam minimum size limit be suspended for 2002, as has been
done every year snce 1990. Continuing the suspension will have no impact on the current fishery.

VIl. AFFECTED ENVIRONMENT OF THE OCEAN QUAHOG RESOURCE

The 1997 and 1999 NEFSC clam survey and subsequent assessments of surfclams (USDC 1998a and 2000a) and
ocean quahogs (USDC 1998b and 2000b) marked a substantia increase in the efforts made to understand the
dynamics and quantify the status of the surfclam and ocean quahog resources off the northeastern United States.
Industry vessels donated their time in conducting depletion experiments aongside aNMFS research vessd, which
served to improve the accuracy of severa parameters used in assessment modds. Numerous NMFS scientists, other
governmenta scientists, academics, and industry representatives al significantly contributed to the better and more
thorough understanding of the surfclam and ocean quahog resources over the past few years.

Key findings from the 313 SARC Advisory Report (USDC 2000b) included the following:

€&  Theocean quahog resource in surveyed EEZ waters from Southern New England (SNE) to southern Virginia
(SVA) isnot overfished and overfishing is not occurring.

€& Thecurrent biomassis high with current catches near MSY.

€& Fully 36% of the current biomass is in the unfishable region of Georges Bank.

€&  Annud recruitment is approximately 1 - 2% of stock biomass and lower than, or roughly equd to, the rate of
natura mortality.

€&  The percentage of virgin biomass in the assessed areas (not including Georges Bank because of PSP
unavailability) is 82%.

€& Thestock off the coast of Maine continues to be harvested, but the condition of the resource there is unknown.
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Current fishing mortality is near F,4 for the resource taken asawhole. However, it may be advantageous to
avoid locdlized depletion.

Key findings of the Quota Recommendations paper (MAFMC 20014) indicate:

Recent Fishery Performance - Ocean Quahogs
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Of greatest Sgnificanceis the fact that the 2000 harvest of ocean quahogs was the lowest in two decades, with fully
30% of the federdl quota left unharvested on the ocean floor. This compares with 16% of the quota unharvested in
1999. In 1996 and 1997 the quota had been binding on the industry, so the Mid-Atlantic Council recommended
the quota be raised from 4.0 to 4.5 million bushelsin 1999. None of thisincrease was tapped by the industry, and
one can observe that landings have actudly been on a declining trend from the 4.9 million bushel peak in 1992.

Industry members have reported that market demand for ocean quahog products remains strong. The declinein
harvestsis due to three principd factors:

1) The productivity of existing ocean quahog beds continues to decline steadily, as dense beds are fished down,
and are not being replaced by new growth of this very long-lived species.

2) The harvest of ocean quahogs requires more fud than surfclams, since they are located farther offshore. Fue
prices have increased substantidly in the past two years.

3) The gradua consolidation of surfclam and ocean quahog quota on to fewer vessals in the fleet may have reached
its maximum point, such that increasing harvests may require new vessdls. Even with the recent increase in the
price of ocean quahogs, investing over $1 million in anew ocean quahog vess is seen asarisky venture. Inthe
near term, if vessels are obliged to choose one species over the other to harvest, it appears that surfclams are
proving to be the more profitable choice.

Processors are reporting difficulty in convincing vessals to increase their harvests of ocean quahogs.

Exvessd pricesincreased in 2000, with alarger percentage of trips reporting a price of $4.75 to $5.00 per bushd,
compared to the $4.25 median price. Verba reports from industry members indicate that prices have continued
sharply higher in 2001, reaching between $6.00 and $7.00 per bushel.

The total number of ocean quahog trips taken in 2000 declined by dmost 13% from 1999. With the larger number
of vessdls making ocean quahog tripsin 2000, it gppears that the respongbility of satisfying ocean quahog demand
is being borne by alarger percentage of the fleet. Thisincreased sharing alowed the average number of ocean
quahog trips made by each participating vessel to have dropped by over 30%.

A flegt-wide cdculation of Landings Per Unit of Effort showed that the average yield continued its steady decline by
6.7% in 2000, from 119 to 111 bushels per hour of fishing.

Harvests of ocean quahogs continue to be distributed over alarger geographic area than surfclams, athough dmost
one-third of the 2000 catch came from the degree square off of eastern Long Idand. LPUE for Class 3 vessdls
decreased 6% in this square, while the tota harvest fell by 290,000 bushels compared to 1999.
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Limits on the continued movement of the fleet eastward have been imposed by the closure of surfclam and ocean
quahog beds east of the 69° line, due to the presence of PSP toxin. Vessels responded by pursuing ocean quahogs
in the deeper waters further from shore.

M

The concern for the ocean quahog fishery is economic, not biologicd. Itsvast Sze and very dow rate of
replacement can be likened to alarge ail fidd, where most of the easy extractions have been made. Large deposits
of oil may remain, but when the rate of production falls below an economic threshold, awell will be capped and the
rigswill move dsawhere. Improvementsin technology and increases in price can lower the threshold and make
Sparser resources vigble again. However the risk that these factors will not improve sufficiently over a10 to 20
year time horizon are red, and must be taken into consideration when annua quotas are set that are intended to
sudtain the resource and afishery.

M

VIIl. ALTERNATIVESBEING CONSIDERED

IX.1. Preferred Alternative - 4.500 Million Bushe Quota for Ocean Quahogs (status quo)
IX.2. Alternative 1 - 4.000 Million Bushd Quota for Ocean Quahogs

IX.3. Alternative 2 - 4.250 Million Bushd Quota for Ocean Quahogs

IX.4. Alternative 3 - 4.750 Million Bushd Quota for Ocean Quahogs

IX.5. Alternative 4 - 6.000 Million Bushedl Quota for Ocean Quahogs

IX.6. Other Management Actions. Quota for the Maine Ocean Quahog Fishery

IX. ENVIRONMENTAL CONSEQUENCES OF PREFERRED AND OTHER ALTERNATIVES
IX.1. Preferred Alternative - 4.500 Million Bushel Quota for Ocean Quahogs

The Council proposes a 2002 ocean quahog quota of 4.500 million bushels, the same as 1999, 2000, and 2001.
Thereisno biologica reason that the resource can not support this level of quota given the most recent stock
assessments (USDC 1998b and 2000b). The 1997 (4.317 million bushels) and 1998 (4.000 million bushels)
reductions were based on evauation of the harvest level which would satisfy the Council policy of aharvest level which
could be maintained for at least 30 years given the information prior to the 1998 assessment (USDC 1998b). The
1997 quota recommendation assumed that dl of the Georges Bank biomass would become available to the fishery over
the course of the 30 year harvest period. 1n making that assumption, however, the Council stated that additiona quota
reductions would be necessary in the future if demongtrable progress was not made toward a reopening of Georges
Bank in the near future. The 1996 SAW did not provide any forecast for ocean quahogs and only provided the
management advice that a 30-year supply is possble only if the biomass on Georges Bank and in areas off Southern
New England and Long Idand, generaly too deep to be harvested with current technology, were included.

The Sugtainable Fisheries Act (SFA) of 1996 sgnificantly atered the requirement of FMPs to address habitat issues.
The SFA contains provisons for the identification and protection of habitat essentid to the production of federdly
managed species. The Act requires FMPs to include identification and description of essentia fish habitat (EFH),
description of non-fishing and fishing threets, and suggest conservation and enhancement measures. These new habitat
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requirements, including what little is known about clam gear impacts to the bottom, are addressed in Amendment 12
(MAFMC 1999). The effect on bottom habitat of the 4.500 million bushd quota would be the same as is currently
occurring with the 4.500 million bushel quota. Thislevel of quotawill not effect the exvessel market, ceteris paribus.

Based on the biological data presented in the most recent assessments (USDC 1998b and 2000b) the ocean quahog
quota could have been increased overadl. The Council proposed a 2002 ocean quahog quota based on the anayss of
abundance for that species found in the 31t Northeast Regional Stock Assessment Workshop (SAW 31) concluded in
August 2000. Similar to surfclams, SAW 31 and the assessment from the 1997 survey (SAW 27) included work to
estimate dredge efficiency and showed a Sgnificant increase in the estimate of ocean quahog biomass. Although 36
percent of the resourceis located on Georges Bank, SAW 31 did not question whether Georges Bank would ever be
reopened. Theresourceis of sufficient size overal that the proportion of ocean quahogs that exists on Georges Bank
is not necessary to meet the Council’ s 30-year supply policy. It isestimated the even excluding the ocean quahog
resource portion on Georges Bank, that fully 82% of the virgin biomass remains after two decades of harvesting these
long-lived creatures.

Although SAW 31 showed that the ocean quahog quota could have been increased beyond the 2001 quotalevd, the
Council did not recommend any change for 2002 because of four mgjor factors. (1) the 2000 quota was not
congraining to industry; (2) nearly dl industry members supported the 4.500 million bushd harvest leve; (3) repested
concern was expressed by industry over the continued lack of apparent ocean quahog recruitment south of Georges
Bank; and (4) unless prices or technology changes sgnificantly in the near future, it is unlikely that the ocean quahog
fishery extractionsin the past are sustainable because those extractions have been dependent on rich virgin beds.

The Secretary approved Amendment 12 (MAFMC 1999) with its new overfishing definition in April 1999. The new
definition has: a“biomass target” = %2 virgin biomass, “fishing mortdity target” = F, ;, “biomass threshold” = %2 biomass
target, and a“fishing mortaity threshold” = to F,5,, MSP level yielding F = 0.04. The 1999 quotayidded an F (the last
time it was measured a a peer-reviewed SARC) of gpproximately 0.02 compared to the threshold of 0.04 contained in
the overfishing definition. The specific F associated with the 2002 quota is expected to be close to the F in 1999,
because asmilar proportion of the biomass remains unexploited compared to 1999. Therefore, the proposed quotais
below the gpproved overfishing definition for fishing mortdlity.

The 4.5 million bushel recommendation for 2002 is the same as the 1999, 2000 and 2001 leve, but represented an
increase of 13% from the 4 million bushel quotaof 1998. If accepted by the Nationd Marine Fisheries Service
(NMFS), the direct impact would be a maintenance of the status quo alocation issued to each alocation owner for
2001. There should be no change in economic impacts since the status quo is maintained.

Maintaining the ocean quahog quota at the 4.500 million bushel leve rdaxes the binding congraint which existed on the
ocean quahog supply for 1997 and 1998 and placesit a aleve which industry members have stated will meet their
needs. Given the reassuring news resulting from the latest sock assessments, many would find it unreasonable to
restrain the supply of ocean quahogs at atime when the industry has a market for them, and both harvesting and
processing cagpacity are not being fully utilized (MAFMC 2001b).

IX.2. Alternative 1 - 4.000 Million Bushd Quota for Ocean Quahogs
The minimum quota dlowed under the OY definition is the dternative for 4.000 million bushels, which was not chosen

by the Council because it may be congraining to industry and there isno biologica reason to congtrain industry at this
point. The 4.000 million bushd leve isthe levd the Council selected in 1998 and was areduction of 7.3 percent from
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1997. With the 1997 and 1999 surveys and the 1998 and 2000 assessments showing that there is sufficient resource,
the Council dected to have adight increase for 1999 and maintain that level for 2000, 2001, and 2002.

The quota reductions which the Council recommended in 1997 and 1998 were in part due to questions about the
vaidity of assuming that dl of the Georges Bank biomass would become available to the fishery over the course of the
30 year harvest period. 1n 1996 when the Council made the assumption of a reopening occurring on Georges Bank,
the Council stated that additiona quota reductions would be necessary in the future if demonstrable progress was not
made toward a reopening of Georges Bank in the near future. The 1996 SAW did not provide any forecast for ocean
quahogs and only provided the management advice that a 30 - year supply is possible only if the biomass on Georges
Bank and in areas off Southern New England and Long Idand, generdly too deep to be harvested with current
technology, were included.

The 1998 and 2000 SAWs (USDC 1998b and 2000b) did not question whether Georges Bank would ever be
opened. Fully morethan athird of the resourceis located on Georges Bank. The resource is of sufficient size overall
that the third that is on Georges Bank is not necessary to meet the Council’s 30 supply year policy.

Aswith the surfclam resource, the vast mgjority of ocean quahogs which are left unharvested in 2002 will till be
available to the same dlocation holders in subsequent years. Earnings are amply deferred rather than logt, with the
ocean quahogs being stored in the ocean rather than in refrigerated containers or cans.

Thisleve of quotamay have adight beneficid effect on the resource since mgor recruitment incidents have not been
identified for the ocean quahog stock, and these animals may take up to 20 years to reach marketable size depending
upon environmental conditions. A return to the 1998 quota level may have adightly higher beneficid effect on the
bottom habitat snce less bottom would be exposed to the hydraulic dredging, especidly in areas that have been heavily
fished. Thislevd of quotawill not likely effect the exvessd market, ceteris paribus.

IX.3. Alternative 2 - 4.250 Million Bushd Quota for Ocean Quahogs

Splitting the difference between the minimum alowable quota under the OY range and the current quota of 4.500
million bushels, yidds a quota of 4.250 million bushels. Thisisapartia reduction of 6%. Thislevd was not chosen by
the Council because it could be condraining to industry and there is no biologica reason to condrain indudtry at this
point. With the 1997 and 1999 surveys and 1998 and 2000 assessments showing that there is sufficient resource, the
Council elected to have adight increase for 1999, and maintain that level for 2000, 2001, and 2002, in order to alow
the industry to dightly grow.

The quota reductions which the Council recommended in 1997 and 1998 were in part due to questions about the
vaidity of assuming that dl of the Georges Bank biomass would become available to the fishery over the course of the
30 year harvest period. 1n 1996 when the Council made the assumption of a reopening occurring on Georges Bank,
the Council stated that additiona quota reductions would be necessary in the future if demonstrable progress was not
made toward a reopening of Georges Bank in the near future. The 1996 SAW did not provide any forecast for ocean
quahogs and only provided the management advice that a 30 - year supply is possible only if the biomass on Georges
Bank and in areas off Southern New England and Long Idand, generdly too deep to be harvested with current
technology, are included.

The 1998 and 2000 SAWs (USDC 1998b and 2000b) did not question whether Georges Bank would ever be
opened. Fully athird of the resourceis located on Georges Bank. The resourceis of sufficient Sze overdl that the
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third that is on Georges Bank is not necessary to meet the Council’ s 30 supply year policy.

Aswith the surfclam resource, the vast mgjority of ocean quahogs which are left unharvested in 2002 will till be
available to the same dlocation holders in subsequent years. Earnings are amply deferred rather than logt, with the
ocean quahogs being stored in the ocean rather than in refrigerated containers or cans.

Thisleve of quotamay have adight beneficid effect on the resource since mgor recruitment incidents have not been
identified for the ocean quahog stock, and these animals may take up to 20 years to reach marketable size depending
upon environmenta conditions. A return to aleve near the 1997 quotalevel may have adightly higher beneficia effect
on the bottom habitat since less bottom would be exposed to the hydraulic dredging, especialy in areas that have been
heavily fished. Thisleve of quotawill not likely effect the exvessel market, ceteris paribus.

IX.4. Alternative 3 - 4.750 Million Bushd Quota for Ocean Quahogs

Thisis a 6% increase over the current quota and near the mid-point of the OY range for ocean quahog quotas. An
increase in quota of this amount was favored by afew processors in the industry but as awhole industry was willing to
maintain the satus quo. Bottom habitat may be dightly negeatively impacted as more ocean quahogs would be
removed. Exvessd priceswould likely fall as supply would probably exceed demand. For 1999, industry requested
the Council raise the quota to 4.500 million bushels as that is what they expected to be ableto sell in 1999 and, in
generd, they supported maintaining the status quo for 2000, 2001 and 2002.

IX.5. Alternative 4 - 6.000 Million Bushedl Quota for Ocean Quahogs

Thisis the maximum of the OY range for ocean quahog quotas and would be a quota increase of 33% above the status
quo. A quotathis high may not meet the Council’s policy of providing at least a 30-year supply. Bottom habitat would
likely be negatively impacted as roughly 33% more ocean quahogs would be removed. Exvessd prices likely would fall
as supply would greetly exceed demand. For 1999, industry requested the Council raise the quotato 4.5 million
bushels as that iswhat they expected to be able to sdll in 1999 and they supported maintaining the status quo for 2000,
2001 and 2002.

IX.6. Other Management Actions. Quota for the Maine Ocean Quahog Fishery

The Council voted to recommend that the Maine ocean quahog quota remain unchanged for 2002 at theinitia
maximum quotaleved of 100,000 bushels. This quota pertains to the zone of both state and federa waters off the
eastern coast of Maine north of 43 degrees 50 minutes north latitude. Amendment 10 (MAFMC 1998) which
established management measures for this amdl artisand fishery for ocean quahogs was implemented in May of 1998.
Data from the federally managed fishery is being compiled and there has been no attempt yet to develop and conduct a
scientific survey of the extent of the resource.

There were three quota dternatives that the Council consdered (MAFMC 20018). The preferred dternative maintains
the status quo quota at the maximum alowable level of 100,000 Maine bushels. A second aternative was a quota
reduction of 50% and the third dternative was a quota fixed at the 1998 harvest levd of 72,466 bushels. However, it
isimportant to understand that any shortfall that a restrictive Maine ocean quahog fishery quotaimposes can be made
up with quotarented or bought from ITQ holders. As such, the only impacts of different quotas in this fishery would be
economic (renta or purchase price of ITQs) a this time and thus the reason for full evauation in the RIR (MAFMC
2001b).
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The Council believes that the 2001 quota will likely be reached in the fal and the Regionad Adminigtrator will close the
fishery in 2001, as she did in November of 2000. It is anticipated that the Regiona Adminigtrator will likely also have
to close thefishery in 2002 aso.

According to 50 CFR section 648.76 (2)(b)(iv): The Regional Administrator will monitor the quota based on
dealer reports and other available information and shall determine the date when the quota will be harvested.
NMFS shall publish natification in the Federal Register advising the public that, effective upon a specific date,
the Maine mahogany quahog quota has been harvested and notifying vessel and dealer permit holders that no
Maine mahogany quahog quota is available for the remainder of the year.

It must also be remembered that according to 50 CFR section 648.76 (2)(b)(iii): All mahogany quahogs landed by
vessels fishing in the Maine mahogany quahog zone for an individual allocation of quahogs under section
648.70 will be counted against the ocean quahog allocation for which the vessel isfishing. In other words, even
after the initid maximum quota of 100,000 Maine bushdsis harvested from the Maine mahogany ocean quahog zone
(north of 43°50), vessdls could obtain/use I TQ dlocation and continue to fish in this zone. It is anticipated that some
Maine fishermen will rent ITQ dlocation after the 100,000 bushel quotais reached as they did in 2000.

Amendment 10 (MAFMC 1998) emphasized that there had been no comprehensive, systematic survey or assessment
of the ocean quahog resource in eastern Maine. 1t aso emphasized that afull stock assessment of the Maine resource
should be a priority to ensure that this segment of the fishery would have a sugtainable future. Theinitid maximum
quota for the Maine zone was to remain in effect until aresource survey and assessment was completed. The
agreement a the time of Amendment 10 was that the State of Maine was to initiate a survey once the initia maximum
quota of 100,000 bushels became congtraining. A representative of the Maine Dept. of Marine Resources (Mr. Chris
Finlayson) initiated discussions with the NEFSC on the development of a scientific research survey in the oring of
2000. Unfortunately, discussions never developed beyond theinitia contacts because Mr. Finlayson left the employ of
the State of Maine. Thereisan effort within the State of Maine to initiate an ocean quahog survey in 2002, however
the appropriate scientist has yet to be hired.  Council and NEFSC staff have been committed to assisting the State of
Mainein survey design and assessment methodology.

X. IMPACTS ON ENDANGERED SPECIESAND MARINE MAMMALS

Numerous species of marine mammals and sea turtles occur in the northwest Atlantic Ocean. The most
comprehensive survey in this region was done from 1979-1982 by the Cetacean and Turtle Assessment Program
(CETAP), a the University of Rhode Idand (University of Rhode Idand 1982), under contract to the Mineras
Management Service (MMS), Department of the Interior. The following isa summary of some of the information
gathered in that study, which covered the area from Cape Sable, Nova Scotia, to Cape Hatteras, North Carolina, from
the coastline to 5 nautical miles seaward of the 1,000 fathom isobath.

Four hundred and seventy one large whae sightings, 1,547 smal whae sghtings and 1,172 seaturtles were
encountered in the surveys. The "estimated minimum population number” for each mamma and turtle, aswell asthose
species the area currently included under the Endangered Species Act were a so tabulated.

The CETAP concluded that both large and small cetaceans are widely distributed throughout the sudy areain al four

seasons, and grouped the 13 most commonly seen species into three categories, based on geographical distribution.
The firg group contains only the harbor porpoise, which is distributed only over the shef and throughout the Gulf of
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Maine, Cape Cod, and Georges Bank, and infrequently south to Virginia. The second group contains the most
frequently encountered baeen whdes (fin, humpback, mink, and right whaes) and the white-sded dolphin. These are
found in the same areas as the harbor porpoise, and aso occasionally over the shelf at least to Foridaor out to the
shelf edge. Thethird group "shows a strong tendency for association with the shelf edge’ and includes the grampus,
striped, spotted, saddleback, and bottlenose dolphins, and the sperm and pilot whales.

Loggerhead turtles were found throughout the study area, but gppear to migrate north to about Massachusettsin
summer and south inwinter. Leatherbacks gppear to have amore northerly distribution. The CETAP hypothesized a
northward migration in the Gulf Stream with a southward return in continental shelf waters nearer to shore. Both
species usually were found over the shoreward hdf of the dope and in depths less than 200 feet. The study area may
be important for seaturtle feeding or migrations, but the nesting areas for these pecies generdly are in the South
Atlantic and Gulf of Mexico.

The only other endangered species occurring in the northwest Atlantic is the shortnose sturgeon (Aci penser
brevirostrum). The Council urges fishermen to report any incidenta catches of this gpecies to the Regiond
Adminigtrator, NMFS, One Blackburn Drive, Gloucester, MA 01930, who can forward the information to the active
sturgeon data base.

The range of surfclams, ocean quahogs, and the above marine mammals and endangered species overlgp to alarge
degree, and there dways exists some very limited potentiad for an incidenta kill. Except in unique Studtions (e.g., tuna:
porpoise in the centra Pecific), such accidenta catches should have anegligible impact on marine mammal/endangered
gpecies abundances, and the Council does not believe that implementation of these quotas will have any adverse impact
upon these populations. While marine mamma's and endangered species may occur near surfclam and ocean quahogs
beds, it is highly unlikely any sgnificant conflict between the fishermen managed by this FMP and these species would
occur. Clam vessds dredge a very dow speeds and heathy anima's should have no difficulty avoiding these vessdls.
Additiondly, surfclams and ocean quahogs are benthic organisms, while marine mammals and marine turtles are mostly
pelagic and spend nearly dl of their time up in the water column or near the surface.

XI. LIST OF AGENCIESAND PERSONS CONSULTED IN FORMULATING THE PROPOSED
ACTION

The proposed quota was submitted to the Nationd Marine Fisheries Service (NMFS) by the Mid-Atlantic Fishery
Management Council.

XI1. LIST OF PREPARERS OF THE ENVIRONMENTAL ASSESSMENT

This environmenta assessment was prepared by Dr. Thomas B. Hoff of the Mid-Atlantic Council staff and is
sgnificantly based on information provided by the Northeast Fisheries Science Center through the most recent two
stock assessments for surfclams (USDC 1998a and 2000a) and ocean quahogs (USDC 1998b and 2000b). The staff
prepared document entitled: Overview of the surfclam and ocean quahog fisheries and quota recommendations
for 2002 provided significant background information for this environmental assessment.
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XIl. ESSENTIAL FISH HABITAT ASSESSMENT
Introduction

This Essentid Fish Habitat (EFH) Assessment is provided pursuant to 50 CFR 600.920 of the Essentid Fish Habitat
Interim Find Rule for the Council to initiate EFH consultation with the Nationd Marine Fisheries Service.

EFH Assessment

Surfclams and ocean quahogs have EFH designated in many of the same bottom habitats that have been designated as
EFH for most of the MAFMC managed species of summer flounder/scup/black sea bass, squid/mackerd/butterfish,
bluefigh, tilefish, and dogfish, as well as the NEFMC species of groundfish within the Northeast Multispecies FMP,
including: Atlantic cod, haddock, monkfish, ocean pout, American plaice, pollock, redfish, white hake, windowpane
flounder, winter flounder, witch flounder, yellowtal flounder, Atlantic haibut and Atlantic sea scallops. Numerous
gpecies within the NMFS Highly Migratory Species Divison and the SAFMC have EFH identified in areas dso
identified as EFH for surfclams and ocean quahogs. Broadly, EFH is designated as the bottom habitats within the Gulf
of Maine, Georges Bank, and the continenta shelf off southern New England and the mid-Atlantic south to Cape
Hatteras for the juveniles and adults of these two species. Specificdly the definitions as approved in Amendment 12
(MAFMC 1999) are:

Surfclams

Juvenilesand adults: Throughout the substrate, to a depth of three feet below the water/sediment interface,
within federal waters from the eastern edge of Georges Bank and the Gulf of Maine throughout the Atlantic EEZ, in
areas that encompass the top 90% of dl the ranked ten-minute squares for the area where surfclams were caught in
the NEFSC surfclam and ocean quahog dredge surveys. Surfclams generaly occur from the beach zone to a depth
of about 200 feet, but beyond about 125 feet dbundanceis low.

Ocean quahogs

Juveniles and adults. Throughout the substrate, to a depth of three feet below the water/sediment interface,
within federal waters from the eastern edge of Georges Bank and the Gulf of Maine throughout the Atlantic EEZ, in
areas that encompass the top 90% of all the ranked ten-minute squares for the area where ocean quahogs were
caught in the NEFSC surfclam and ocean quahog dredge surveys. Didtribution in the western Atlantic rangesin
depths from 30 feet to about 800 feet. Ocean quahogs are rarely found where bottom water temperatures exceed
60° F, and occur progressively further offshore between Cape Cod and Cape Hatteras.

Any mobile gear that comes into contact with the seafloor in surfclam and ocean quahog EFH may potentidly have an
impact to these immobile benthic organisms (MAFMC 1999). The gears expected to have the most adverse impact
are hydraulic clam dredges and the scallop dredges.

From Auster and Langton (1998) we know that hydraulic clam dredges damage buried bivalves when the dredge does
not fully penetrate the bottom to a depth below the horizon where clams occur (Meyer et al. 1981). The cutting bar
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directly bresks clam valves from the force of the dredge moving laterally through the sediments and pushing againgt high
dengties of clams. In dl studies, the authors made reasonable assumptions regarding levels of damage which will result
in direct mortaity (e.g., broken hinge, remova of avalve, exposure of soft tissues). However, no studies followed
individuas to assess long term mortdities based on damage such as chipped shdl margins, which may increase the risk
of predation from crustacean predators. The issue of mortdity associated with catching but not landing isincluded in
each of the recent stock assessments for surfclams (USDC 1998a and 20004) and ocean quahogs (USDC 1998b and
2000Db).

Assessment of impacts of hydraulic clam dredgesin the Middle Atlantic in a closed areawith high dengties of surfdlams
by Meyer et al. (1981) indicated that when dredge efficiency was low, larger clams which were buried deeper had
mortalities as high as 92%. When dredge efficiency was high, mortaities were gpproximately 30% (Auster and
Langton 1998).

Murawski and Serchuk (1989) studied the short-term impacts on benthic communities of bivave harvest operationsin
the Middle Atlantic Bight, including scalop dredge and hydraulic clam dredge on various subgirate types. Scalops
harvested on soft sediment (sand or mud) had low dredge induced mortdity for uncaught animas (Iess than 5%).
Culling mortdity (discarded bycatch) was low, approximately 10%. Over 90% of the ocean quahogs that were
discarded re-burrowed and survived whereas 50% of the surfclams died. Predators such as crabs, starfish, fish and
skates, moved in on the ocean quahogs and surfclams within 8 hours post dredging. Murawski and Serchuk (1989)
noted numerous "minute’ predators feeding in trawl tracks. Non-harvested animals, sand dollars, crustaceans and
worms were significantly disrupted but sand dollars suffered little gpparent mortality.

Meyer et al. (1981) evaduated clam dredge (harvesting ocean quahogs) efficiency over atransect in Long Idand
Sound, NY. After the dredge passes, it creates a"windrow of clams” The dredge penetrates up to 12 inches and
pushes sediment into track shoulders. After 24 hours the track looks like a shalow depression. Clams can be cut or
crushed by dredge with mortdity ranging from 7 to 92%, being dependent on size and location aong dredge path.
Smadler clams survive better and are cgpable of re-burrowing in afew minutes. Predators such as crabs, starfish and
snalls, move in rgpidly and depart within 24 hours.

MacKenzie (1982) studied the long-term impacts of harvesting ocean quahogsin fine to medium sand areas in Southern
New Jersey. In aressthat are unfished, recently fished, and currently fished for ocean quahogs using hydraulic dredges
invertebrates were sampled with a Smith Maclntyre grab. Few sgnificant differences in numbers of individuas or
Species were noted, and no pattern suggested any relationship to dredging.

The surfclam and ocean quahog fisheries are I TQ fisheries, and as such there is no reason that fishermen have a*“rush to
fish.” One of the great benefits of ITQ fisheries from around the world isthat it indtills the sense of private property
rights and ownership in the resource. Fishermen in these fisheries understand that they are not time driven to rape the
resource and that by protecting the resource and its environment they are protecting their long term livelihoods.
Unquestionably, ITQs and the way clams are now fished dleviate some environmental damage (Wallace pers. comm.).

The numbers of surfclam and ocean quahog fishermen have aso decreased sgnificantly with the implementation of
ITQs. In 1979 there were 162 permitted surfclamming vessals. That number had fallen to 135 vessals the year before
(1989) implementation of the ITQ program, and by 1995 the number was only 37. For ocean quahogs the number of
vesselswere: 591n 1979, 69 in 1989 and 36 in 1995. Many vessdsfish for both surfclams and ocean quahogs and in
fact the total number of vesselsthat fished in 2000 was only 48 (MAFMC 20018). Most of these current vessals aso
use sorting machines which make it possible to harvest broken clams which are now not discarded.
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A brief discussion on the concept of reserves, or areas where clam dredging would not be allowed, occurred at the
June 1998 SARC (USDC 1998h). Theideaof reserves was dismissed at thistime by the SARC when it was quickly
caculated that the grestest possible impact to the bottom, of al the clam dredging for an entire year, would be less than
100 sguare miles per year. Putting this in context, this 100 square milesis roughly the area of one ten minute by ten
minute square. There are over 1200 ten minute squares in the EEZ between Cape Hatteras and Georges Bank.

With the above limited gear impact satements (Auster and Langton 1998), the minimal bottom impact of only 48
vesss, and statements of internationaly known invertebrate experts (Drs. Roger Mann of VIMS and Eric Powd| of
Rutgers who state that the bottom is stirred up more from the average Northeaster than from surfclam dredging) the
Council bdieved that no specific management measures should be proposed for this fishery when Amendment 12 was
submitted (MAFMC 1999). The Council solicited public input on clam dredge gear impact during the public hearing
process. No public input was received.

According to section 600.815 ()(4), fishery management options may include, but are not limited to: (1) fishing
equipment regtrictions, (ii) timefarea closures, and (iii) harvest limits,

According to section 600.815 (8)(3) Councils mugt act to prevent, mitigate, or minimize adverse effects from fishing, to
the extent practicable, if thereis evidence that afishing practice is having an identifiable adverse effect on EFH. Some
discussions of various gear impacts on bottom in the Mid-Atlantic region has been presented to the Council over the
past severd years. It isbecause of this anecdotd information that the Council consdered that dl mobile gear coming
into contact with the seafloor within surfclam and ocean quahog EFH was characterized as having a potentia impact on
their EFH (MAFMC 1999). However, the effort of these bottom tending gearsislargdy unquantified from data that
are presently collected by the NEFSC as summarized by Auster and Langton (1998) and therefore no management
measures will be proposed at thistime. Dr. Joe DeAlteris (University of Rhode Idand) is presently attempting to
gynthesize the historical (1983 to 1993) fishing effort data by areaand hopes to have this project complete in the next
two years. When specific gear-effort data by area are available the Council will review them and condder whether
management measures will be useful.

The requirement concerning gear impact management is to the extent practicable given the evidence that the fishing
practiceis having an identifiable adverse effect. The Council feds strongly that very little evidence was provided in the
synthes's document of Auster and Langton (1998) relative to identifiable adverse effects to EFH in FMPs managed by
this Council at thistime. Fishing gear impacts dong with the description and identification of EFH are frameworked
management measures which can easly and readily be changed as more information becomes available (MAFMC
1999). The Council fedsit would be premature, given the lack of identifiable adverse effects of gear impactsto these
managed species EFH, to propose gear management measures a thistime. It is Smply not practicable to impose
unwarranted management measures that are unjudtifiable. The Council will condder implementing management
messures to protect EFH if and when adverse gear impacts are identified.

Many MAFMC, NEFMC, SAFMC, and HMS FMPsfor severa overfished species include management actions that
would effectively reduce gear impacts to bottom habitats by reducing the harvest of the managed species. This
reduction in harvesting effort may indirectly benefit EFH by creating an overal reduction of disturbance by a gear type
that impacts bottom habitats. Other management actions aready in place should control redirection of effort into other
bottom habitats. These proposed quotas for 2002 are identical to those for 2001 for ocean quahogs and Maine
mahogany ocean quahogs, with only adight increase in the surfclam quota, and therefore should cause little change in
any impacts. Therefore, the MAFMC has determined that this action will have no more than minimal adverse impact
upon the listed EFH.
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XIV.FINDING OF NO SIGNIFICANT ENVIRONMENTAL IMPACT

Having reviewed the Environmenta Assessment For the 2002 Surfclam and Ocean Quahog Fishing Quotas and the
available information relating to the proposed action, | have determined that there will be no sgnificant adverse environ-
menta impact resulting from the action and that preparation of an environmenta impact statement on the action is not
required by Section 102(2)(c) of the Nationa Environmental Policy Act or itsimplementing regulations.

Asdgtant Adminigtrator for Date
Fisheries, NOAA
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