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Overview

This briefing paper, the third in our series of reports on investment opportunities in the seafood sector, provides an overview of the seafood supply chain and
highlights different impact investment opportunities within it. We reference the nearly 40 businesses in the Fish 2.0 competition* to illustrate where new
investment opportunities fit within the existing supply chain and how they are poised to change the current system. Although the Fish 2.0 businesses reflect
only a portion of entrepreneurial activity in the seafood sector, they provide a window into the types of investment opportunities emerging in the seafood
industry, especially among small and medium sized businesses in the early growth stages.

What do seafood supply chains generally look like?

The schematic to the right outlines the main activities within both the
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All of these factors mean that in order for small or medium-scale seafood Wholesale & Retail Buyers

businesses to thrive in this price competitive system, they must base their

strategies on sustainability, efficiency and differentiation.

Capital will be required to scale these successful sustainable technologies and business models, presenting strong opportunities for impact investors.

" Fish 2.0, the competition that connects seafood businesses with investors, engages a network of advisors and judges to help advance these businesses to investment-readiness. The competition
was launched in March 2013 and, as of September 2013, is in the third of four phases. More information is available at www.fish20.org
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Why should impact investors care about sustainable seafood and its supply chains?

Sustainable seafood businesses are poised for strong financial returns and hold the potential to transform the seafood supply chain and improve its associated
social and environmental impacts.

1. The current market demand for sustainable seafood is strong. Right now, progressive seafood buyers face
a shortage of quality and price effective supply from companies that strive to mitigate negative social and
environmental impacts, and they see even less supply from businesses that actively work to create positive
social and environmental impacts in the supply chain. Investing in impact-conscious seafood businesses
allows these enterprises to grow and reach competitive scales, meeting current market demand.

2. Supporting these businesses will create a ripple effect throughout the industry. As impact-conscious
businesses differentiate their products, they will create examples in the marketplace that larger companies
will be inspired or compelled to adopt — causing an indirect but immense impact multiplier in the industry.

3. Transforming the seafood sector in this way will result in positive social and environmental impacts,
improving livelihoods for populations around the globe and contributing to long term ocean conservation.

What type of positive impacts should investors expect from businesses in this sector?

To jump-start this cycle, we recommend that impact investors in seafood markets look for businesses that have taken steps to mitigate potential negative social
and environmental impacts and that are working to create at least one or more positive social or environmental impacts within their business context.

Examples of impacts that create value in seafood businesses include:

- Fair labor practices and better job quality: Businesses must have policies and practices to avoid
indentured or slave labor in their supply chains, creating the added benefits of avoiding severe demand
disruptions and loss of brand value over time.

- Transparent supply sourcing: Seafood buyers increasingly want to know where, when, and how their
seafood was captured or produced. This traceability also improves quality control systems and supplier
relationships.

- Fair pricing: New technologies to share pricing and sales information can build resilient relationships
with suppliers who operate fairly and transparently, as well as break monopolistic practices.

- Responsible resource management: Supporting brand-building relating to environmental stewardship
will ensure longer-term stability in supply.
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How are sustainable seafood businesses able to create value to compete in the marketplace?

The Fish 2.0 business competition offers a unique insight into the business models of small and medium sized seafood enterprises which create value.
Some recurring themes we see among the businesses in the competition are:

1. They seek vertical integration. 3. They develop and use information technology innovation.
Seafood businesses seek tighter and more compact supply chains to Emerging L.T. companies have developed new software and web
reduce risks, improve traceability, and increase margins. platforms that increase trading efficiency, traceability, and price

0 Seafood buyers and distribution businesses are integrating transparency in the seafood sector.
upstream products and services into their companies to manage 0 Technology companies are developing new IT systems that allow
supply risks and assure traceability of their product. retail companies to track and trace their seafood supply. This helps
0 Producers and fishermen are reaching downstream to connect buyers meet both regulatory and consumer demands for
directly to consumers. This direct connection helps them brand and sustainable, high quality products.
differentiate their products, capturing the value of their social and 0 Software businesses are combining data capture with on-line or
environmental practices. mobile platforms that allow fishermen to connect directly with

. . . buyers, challenging the role of traditional distributors.
2. They form new branding partnerships along the supply chain.

Together with, or in lieu of formal integration, businesses use supply 4. They develop new “clean technologies”.
chain partnerships to assure quality, differentiate their products, and Businesses develop new production and processing systems that waste
increase margins. less, use resource synergies, or convert waste into new products.

0 Several Fish 2.0 businesses are creating value by shortening the 0 Aquaculture production businesses, which have been traditionally
supply chain. They connect fishermen, farmers, or processors resource-intensive, are developing new equipment and methods
directly to new markets and consumers, creating an end-product that reduce energy use, water use, and food inputs. This lowers
that has both supply chain integrity and a personal story that costs and allows aquaculture systems to function in new locations
increases brand value. where such resources needs would otherwise be a barrier, such as

deserts and islands.

0 Agquaponics businesses are developing systems that build on
ecological synergies between fish and plant life cycles, to grow both
together efficiently. This provides communities with sources of
both proteins and fresh vegetables.

0 Producers are converting wastes from fish processing into new
aquaculture feed or pet-food products, providing a valuable
additional revenue stream for their enterprises while reducing the
amount of natural resources needed to meet demand for these new
products.
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How do new products and services from enterprises in the Fish 2.0 Competition fit in the supply chain?

The 39 businesses in the second half of Fish 2.0 reflect the three broad areas of the supply chain described earlier.

Innovative aquaculture
technologies, equipment, and products

New Aquaculture Production Approaches

Closed-containment methods to raise shrimp,
whitefish, Arctic Char, salmon, trout, pompano,
barramundi, abalone, sea cucumber, and caviar.

E Disruptive Aquaculture Technologies

System innovations that allow:

- Water and energy savings, enabling new locations.

- Production cycles to start at any time of year.

- Large-scale zero-discharge systems for marine
species.

- Training to improve salmon production.

- Integrated, community-based hatchery and grow-out.

- Large-scale ocean-pod systems.

New Aguaponics Systems

New self-contained fish and vegetable production

systems with innovative adaptations for:

- Growing food in desert areas.

- Using energy resources such as geothermal energy.

- Supplying protein to island communities that have
poor soil and nutrition.

New waste-based products

Production of pet food and other value-added
products from seafood clippings that are typically
discarded.

Infrastructure, distribution, and marketing
services for wild fisheries

Technology products supporting
wild fisheries supply chains

Small Fishery Collaboration

Creating new ways for small-scale fishermen
to collaborate and share resources to create
efficient operations and working
waterfronts.

Data Collection Technologies

Technologies for management of
fisheries data collection to improve
traceability, compliance, and bycatch
reduction.

Waterfront Infrastructure Investment

Offloading and processing that improves
local food systems and working waterfront
infrastructure.

Distribution Technologies

Distribution and auction systems for
large-scale commodity fisheries.

Traceability Systems

Processing and distribution of seafood with
data capture for full traceability.

Software for Financing

Software that allows forward contracts
and financing to help create efficiency
in the distribution system.

Local Distribution and Branding

Processing, distribution and branding of
seafood from small-scale suppliers
providing increasing income for
communities and quality assurance for

buyers.

Distribution and Logistics Systems

Technology for logistics and shipping
software for seafood and other
products to be delivered directly to
consumers.
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For more information on trends in the seafood sector, or to learn more about the Fish 2.0 businesses, please visit www.fish20.org or contact fish20@mantaconsultinginc.com.
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