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Innovation &
Investment

Aquaculture Exchange: Mike Velings, Aqua-Spark

30 November 2015
By James Wright

Dutch investor seeks improvement in practices, �nancial returns
Anything that can make the aquaculture industry better is
what Aqua-Spark CEO and co-founder Mike Velings is
looking for as an investor. Like eFishery, an automated �sh
feed administration technology that was invented in
Indonesia and is currently being implemented by
producers there. Using eFishery, farm operators can
monitor their feed performance from anywhere, saving
money and environmental impacts from wasted
resources.

And like Calysta, a California-based biotechnology
company that has developed technology to convert
natural gas into animal feed, perhaps the aquaculture
industry’s greatest input cost. Calysta (http://calysta.com)
CEO Alan Shaw presented at the Global Aquaculture
Alliance’s GOAL
(https://www.aquaculturealliance.org/advocate/goal-day-
3-the-greater-good/?

__hstc=189156916.4ae95076c7a76801caf6eb5363413d50.1681681089269.1681681089269.1681681089269.1&__hssc=189156916.1.1681681089270&__hsf
conference in Vancouver in October, tantalizing the audience with the promise of his company’s potentially revolutionary technology.

For Velings, investing in aquaculture is more of a global imperative than a value proposition. This is no time for small thinking if seafood production
worldwide is to double, as some predict, by the end of the century. In just two years the Dutch �rm has developed a modest portfolio, but a strategy that is
poised for growth and impact across the entire aquaculture value chain.

Investors active in the aquaculture sector seem scarce. Why is aquaculture — given its promise as a solution to global food security — a risky or unsexy
industry to invest in?

For a number of reasons, and [due to] quite a few issues from the past. One, it doesn’t have a good reputation, because some people lost quite a bit of money
in the past; those stories have been relatively published. From an outsider’s perspective, from an investment perspective, [it’s di�cult] to determine what is a
good investment in this space and what that investment looks like and what is safe to put your money into.

Mike Velings participates in a panel discussion at the recent Fish 2.0 competition in Palo Alto, Calif.
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If you can invest your money in something you know, and there’s a lot of benchmark information to compare one business to another, or to another sector
because you have the data, you can get comfortable with what you’re doing. That’s not available in aquaculture. Right now you don’t have anything to
compare it to, outside of a few public companies. And on top of that it’s capital intensive. There’s differences in species and in geography and what kind of
farm you’re talking about. If you do open-water marine aquaculture, you’re talking about tens of millions of dollars, easily.

Many investors take a traditional approach to own the company and that means they would need a lot of capital, even larger scale investors can probably do
only one investment, and without any signi�cant knowledge of the industry, it’s nearly impossible. A lot of people see the micro-trends and see it’s a growing
industry. But at the same time a lot of people have a hard time to place their bets. Very few examples of people making money. There are some, but for an
investor looking at the industry, they’re not easy to identify at all, so they stick to what they know, like real estate or something else.

Are aquaculture diseases the major deterrent, or is it the uncertain regulatory climate?

The other things I mentioned previously are bigger issues. But disease is de�nitely a major issue.

Fish feed is a key area of focus for you. What attracts you, the innovative work in replacing �shmeal in feeds and continual improvement in formulations?
Or the overall surging demand for �shmeal?

We have a slightly different approach than a typical investor. Our goal is to show you can have sustainable, healthy and affordable aquaculture and �nancial
returns comparable to traditional industry or better, and hopefully that will create a following. Our strategy to do that is to make 60 to 80 investments over a
decade across the value chain, for feed ingredients to farming to technology, all the way to the supermarkets; across species, across the globe, and create
synergies between these companies.

We believe you can’t talk about sustainable aquaculture without sustainable feed. There are major challenges in that area. If we are to build a sustainable
aquaculture value chain, we have to look at investment in every element. It’s logical that one of our �rst investments was a feed ingredient, but it’s only one of
many we will make. Our main focus on the long term is actually farming, and not so much other companies or out�ts. But we need those companies to come
up with something that is sustainable. For the long term, we have quite a number of goals — we want to go way beyond �shmeal. We think that �shmeal
needs to be replaced, that �sh oil needs to be replaced; both products are good for the �sh but not the environment. We have a very limited amount of
resources.

If we are to produce an additional 70 million metric tons (MT) of �sh by 2030, maybe even double that by end of century, and hundreds of millions of MT of
feed — the way we formulate feed today in those terms is unsustainable, whether you’re talking about �shmeal or soy, which is not a popular thing to say.
Where is 200 to 300 million MT of extra soy going to come from? We can’t cut down twice the rainforest that we already have. You could argue that soy or in
general food crops that require large tracts of land and other resources are just as unsustainable as �shmeal. We think that an ideal feed in the future is
formulated with ingredients that have a much smaller footprint in general, such as microbes.

Even the smart-feeder system e-Fishery has feed conservation as a focus. Feeding �sh indiscriminately is obviously a thing of the past. Is the
aquaculture ine�cient with its feed resources?

That depends very much. [Looking at] current practices, I would say no. The big formulators EWOS and Nutreco, I look at how they do it, and the resources
available, and they are doing a good job. I wouldn’t say those operations are ine�cient.

[Looking at] aquaculture globally, Indonesia has 3.3 million �sh farmers. Most of those ponds are fed by hand. Now we could argue if we could make a more
sophisticated appliance, we could go further. But we want it to be affordable and make money for a farmer on a short term. [We see a] 21 percent in feed
savings in Indonesia, millions of ponds — that alone is huge savings, better incomes and a lot less pollution.

Aside from feed technology, are there other aspects of aquaculture that are potential targets for you?

Farming itself, disease battling, all kinds of equipment — anything that makes the industry better than it is today. Revolutionary methods of farming; anybody
that does something that adds to the betterment of the industry, we are interested in.

We look at everything; we have 500 companies in the pipeline that we think are interesting and to keep tracking.

Aqua-Spark co-founder Amy Novogratz said when the e-Fishery was announced, that if the industry were more “transparent, data-driven, and
accountable” it would be more “investment-friendly.” Is it hard to come across trusted information? In what other ways can the industry increase its
reliability?

Yes, it is hard. There is no information — that’s the summary of it. The only information you get is what you get from individual entrepreneurs and businesses.
You have to look at a great deal of them. It’s not easy to get the right reliable data on the table. We do a lot of research. It would help if this industry came up
with a global standard or benchmark. It’s common for other industries to submit data to an anonymous database.

We think that �shmeal needs to be replaced, that �sh oil needs to be replaced; both

products are good for the �sh but not the environment. We have a very limited amount of

resources.
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Concerning the overall investor interest in aquaculture, are we about to reach a turning point? What are some signs?

We have a few years to go. But together we can create that turning point. We believe it is coming.

@GAA_Advocate (https://twitter.com/GAA_Advocate)
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