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EXECUTIVE SUMMARY: 1.1 QUICK GLANCE
Quick glance

The aquaculture lab undertook the task of unlocking the potential of the aguaculture sector in South
Africa. The goal is to grow aquaculture so that it can play a major role in the supply of fish products and
an enhanced role in job creation and contribution to national income

South Africa's aquaculture sector has high growth potential due to increasing demand for fish in the face
of declining fish stocks in the ocean and South Africa's abundance of marine and freshwater resources.
The sector also offers significant potential for rural development, especially for the marginalised coastal
communities

The aquaculture lab aims to increase sector revenue from ZAR 0.67 billion to ZAR 3 billion production
by 20,000 tonnes and jobs from 2,227 to 15,000 and ensure increased participation to support
transformation in the sector

Currently, the sector in South Africa is at a very small scale and faces a number of challenges.
Production is focussed on a few high-value species, such as abalone, oysters, mussels, finfish and trout —
driven mainly by the high cost of production. Other challenges include regulatory barriers, difficulty in
accessing funding, poor access to markets, limited pool of skills, poor access to quality inputs, fragmented
R&D, limited infrastructure in rural areas and inclusivity in the sector

The lab identified 8 key initiatives, which are expected to spur the growth of the sector. One initiative
will address the selection and implementation of 24 projects, improving both the number and productivity
of the new farms. 3 initiatives relate to the creation of an enabling regulatory environment, and others
focus on funding support, increasing skills pool and awareness as well as improving access to markets

To deliver on these initiatives, the aquaculture lab created detailed implementation plans and
accompanying budgets, a proposed governance system to take responsibility for initiatives and key
performance indicators to help monitor delivery

SOURCE: Lab discussion T_I CPHAKISA 2



EXECUTIVE SUMMARY: 1.1 QUICK GLANCE

The aquaculture lab worked for 6 weeks to identify issues and develop

solutions and action plans

6 weeks

)

Developing
solutions

Gathering
of issues

Development of lab ' Development of

aspiration solutions
Identification of
issues and root
causes
Lab aspiration 8 initiatives
and 9 key developed

issues identified

Prioritising and
detailing
solutions

Detailed imple-
mentation plans
with timelines

30 implementation
plans

(19 projects and 11
initiatives)

SOURCE: Aquaculture Lab

Developing
detailed action
plans

Documentation

Detailed supporting | Documentation of
budgets and KPIs to ' lab efforts and

implementation outputs
plans
Budget and KPIs Lab report

for 30 plans
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EXECUTIVE SUMMARY: 1.2 OVERVIEW OF THE AQUACULTURE SECTOR
Overview of the aquaculture sector

The aquaculture sector in South Africa is nascent and sub-scale. In order to

fast-track growth and development, aquaculture will need to rapidly increase
scale of production and stimulate demand in local and international markets

Scale

Current players (producers, suppliers, processing facilities etc.) across the
value chain

* Value chain * Consumption

* Cost of production * Price

* Regulations * International trade
* Funding * Market maturity

el
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EXECUTIVE SUMMARY: 1.2 OVERVIEW OF THE AQUACULTURE SECTOR
Global aquaculture industry produces ~ 67 million tonnes,

with South Africa contributing 0.00003% of global production

Globally, the aqguaculture industry Countries with similar coastline length than South
produces ~ 67 million tonnes Africa produce > 100X South Africa’'s aquaculture
(USD 138 billion) of fish production
Million tonnes Coastline length Share of aquaculture
Indonesia 54,716 | 5
Marine
China
India 6
Freshwater
Vietnam 5
Thailand 2
Total
South Africa 0.00003424

21, OPERATION
SOURCE: FAO State of World Fisheries and Aquaculture 2014; FishStatJ '1—|hﬂ_|1;p HAKISA 6



EXECUTIVE SUMMARY: 1.2 OVERVIEW OF THE AQUACULTURE SECTOR

Nations with similar coastline length are producing ~ 1,000X

South Africa's aquaculture production volume

Global aquaculture production

Million tonnes

Myanmar

L

South Africa :

Share of aquaculture

production

0.00003424

[ Nations with similar coastline
length as South Africa

Coastline length

SOURCE: FAO State of World Fisheries and Aquaculture 2014; CIA World Factbook



EXECUTIVE SUMMARY: 1.2 OVERVIEW OF THE AQUACULTURE SECTOR

Globally, the aquaculture sector has contributed

significantly to important socio-economic priorities

Job creation

Human capital
development

Egypt employs 580,000 people in its aquaculture sector (more than all other African
countries combined)

In many developing countries, labour-intensive processing methods provide
livelihood support for many poor, rural economies

Over 80% of aquaculture farmers in Asia are small scale; often represents the only
source of income

Small-scale aquaculture enterprises are major contributors to food production in
many developing countries

Contributions of small-scale aquaculture enterprises to poverty alleviation and food
security have received significant global attention, e.g., Rio+20 UN conference

Several countries, e.g., the US, Norway, the Philippines provide training,
bachelor's degrees and advanced degrees in Aquaculture Studies

In countries where there is considerable competition for positions in the industry,
advanced degrees are frequently required for positions in research or
management

Gender equality

Aquaculture is a new industry in Developing countries, and women are making

valuable contributions

Division of labour between men and women varies by scale of operation

— Small-scale aquaculture: women provide 46% of total labour (marine — 36%
women, inland — 54% women)

— Examples: Sri Lanka — 90% women, Uruguay — 52% women, Brazil — 57%
women

SOURCE: FAO, World Review of Fisheries and Aquaculture T—| I:PH A KK IS A



EXECUTIVE SUMMARY: 1.2 OVERVIEW OF THE AQUACULTURE SECTOR

In South Africa however, aguaculture is a young industry

with a low scale of production

o 4,000 tonnes

(excluding seaweed) of
aquaculture production in 2013
(28% freshwater, 72% marine)

In2012, > 600,000

tonnes of fish and fish products
were produced in South Africa;

only 0.8% of it was from
aquaculture farms

SOURCE: FAO; FishStatJ; DAFF

- 50% of aquaculture

farms in South Africa are located
in the WWestern Cape

Untransformed sector

with 10% PDI participation at the
management level in the sector

2 y 2 2 7 jobs in the sector

g :
hl

Aquaculture contributes

~ ZAR 0.7 billion

(0.2%) to South Africa's GDP

=
el
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EXECUTIVE SUMMARY: 1.2 OVERVIEW OF THE AQUACULTURE SECTOR

Globally, aquaculture contributes to almost half of total

fish (?) supply

Aquaculture is playing an increasingly important role in fish production, as projections indicate

wild capture production has plateaued

Global total fish production! — wild catch and farmed
(reported)

Million tonnes
160

Share of
production

Aquaculture

" Wild catch
+7.2% p.a.

140 +
120

100

80 +0.9% p.a.

60

40

20

0
1970 80 1990 2000 2012

* Aquaculture production has shown strong growth of 7.2%
p.a. from 1970 to 2012

* Currently, aquaculture accounts for almost half of total fish
production’

* Asia accounts for 88% of global aquaculture production

1 Fish production refers to fish and shellfish production
SOURCE: FAO State of World Fisheries and Aquaculture 2014; FishStatJ

Factors influencing supply

* The need to employ sustainable fishing
methods has become more important due to
dwindling stocks of certain species

Supplementing
wild capture

within maxi-
mum sustain-
able yields

= FAO has classified most wild fisheries as
either fully exploited or overexploited

* Increasing demand for fish products

* New technologies and breeds, e.g., RAS
system and GIFT strain for tilapia, has
enabled better yields and lower long-term
input costs

Better
technologies
and production
methods * Higher stocking capacity for shrimps, which

allows for higher yield
* Investment in R&D

= Governments have a responsibility to ensure
that everyone has enough to eat

* Food needs to be available, accessible and
affordable through a resilient and reliable
supply system

Food security

* Fish is regarded as an essential part of a
healthy and nutritious diet

i gremesn o



EXECUTIVE SUMMARY: 1.2 OVERVIEW OF THE AQUACULTURE SECTOR
Fish stocks in South Africa are declining; however, the E——

pppppp

aquaculture sector contributes little to the total supply of fish products

South African marine catch production Aquaculture only contributes ~ 0.8% of South African fish
production
Thousand tonnes
Thousand tonnes Aquaculture B Wild catch
— 1% p.a. =P Ao — XX % aquaculture
663 627 715 Marine / » sector contribution
catch is 2
plateauing y
~0.4% ~0.8%
721
2000 06 2012

South African aquaculture production?

Thousand tonnes

+6% p.a.
growth of
2.8 6% p.a.
2000 06 2012 2000 2012
1 The total production includes 2,000 tonnes of seaweed ‘[_‘tl_'[
OPERATION
SOURCE: FAO State of World Fisheries and Aquaculture 2014; FishStatJ; DAFF 'i—" |_|I;P KISA 11



EXECUTIVE SUMMARY: 1.2 OVERVIEW OF THE AQUACULTURE SECTOR

Global demand for fish products is projected to grow by 48% .

In 20 years, with aquaculture expected to meet more than half of demand

Fish consumption to increase with growing world population and

increasing diet concerns

Fish consumption forecast
Million tonnes

Mostly in the developing
world, in urban areas due to

increasing longevity and
immigration

Global consumption
Kg fish/capita

18
15

12 13

1970 80 1990 2009

2009

2030

SOURCE: FAQO; Fish to 2030

Influencing factors of demand

Rising global
population

Movement
towards
healthier
diets in
wealthier
countries

Greater
product use

Increasing
demand for

premium
products

Global population growing at 1.1%
p.a., projected to reach 8.6 billion in
2033

Static-capture fisheries' production
unable to meet rising global demand

Fish provides not only high-value
protein, but also a wide range of
essential micronutrients, including
various vitamins (D, A and B),
minerals (including calcium, iodine,
zinc, iron and selenium) and
polyunsaturated omega-3 fatty acids
FSA recommends at least 2 portions
of fish per week

Seaweed is used as gelling agent
for various processed food and
pharmaceutical products, e.g.,
toothpaste and chocolate

Growing affluence, especially in the
Middle East and Asia, has led to
growth in premium products, e.g.,
grouper — U.S. FDA has classified
carrageenan (seaweed) as an
organic product



EXECUTIVE SUMMARY: 1.2 OVERVIEW OF THE AQUACULTURE SECTOR
South African fish consumption is projected to grow at a
significantly lower rate than the rest of the world

2010 2030
Per capita
Total fish consumption consumption
Million tonnes
China 57.4 32.6
Other Asia 31.6 21.3

Fish consumption in
Europe 16.7 27.1 e AR S |pe-
jected to grow at a
much slower pace

North America 10.7 229 than in other countries,
despite DoH's guide-

India 10.1 5.6 lines! promoting fish
as a healthy source of

Sub-Saharan Africa 7.8 11.0 protein

Latin America 5.2 8.4

The Middle East 4.7 93

' South Africa 0.4 7.6

1 DoH: food-based dietary guidelines of South Africa 1 I ke
k), OPERATION
SOURCE: Fish to 2030; DoH T_I C PHAKISA

13



EXECUTIVE SUMMARY: 1.2 OVERVIEW OF THE AQUACULTURE SECTOR
China used R&D to increase supply and facilitated market expansion

locally and internationally

Production
41 million 66,212
(2012) (2012)

50000

40000

30000

s (x1000)

> 5 million

0

Tonne

50

o
o

k]
13960
1970
1330
2000
2010

Supply

* Accelerated scientific and technical developments into
mass production

* Improved food safety and disease prevention by
developing new feeds and vaccines

* High level of government support from the 1950s;
aquaculture extension is funded jointly by central and local
governments

* Almost 2,000 research centres for further scientific
R&D and training

* Technology extension centres

* National Fisheries Technology Extension Centre — set
up aquaculture extension stations, which form a
network of services across the country

* Atleast 1state-owned hatchery per province

* Chinese Academy of Fishery Science dedicated to
providing extension and research support

SOURCE: FAQ; FishStat; DAFF interviews

Years

Demand

Large domestic market: per capita apparent fish
consumption increased at an average annual rate of 6%
from 1990 to 2010 to about 35.1 kg

By breaking market monopoly and trade barriers, China
created an enabling environmental for the market
development of the aquaculture industry

Demand for fish feed as aquaculture expands; high prices
of fish meal

Government-planned supply labs for testing, traceability
system and farming methods were improved when
shellfish export was forbidden to the EU

Chinese government is making a lot of efforts to
improve food safety and quality

LI BHAKPEA 14



EXECUTIVE SUMMARY: 1.2 OVERVIEW OF THE AQUACULTURE SECTOR

Chile focussed largely on supply factors to stimulate aguaculture sector
growth

Production

1000

g00

600

Tonnes (x1000)

400

1 million 5.9 (2012) 30,000
(2012)
Supply Demand

Wide geographic range of farming locations; low input and
operational costs

Adequate availability of specialised skills (researchers,
professionals and labour) to meet demand by industry and
research programmes

Many of the jobs created are generated by the 2,400 current
cultivation centres (Under-Ministry of Fisheries) in 2004
Establishment of the National Aquaculture Policy at the end
of 2003

In the 1990s the state created several kinds of financial
instruments and common funds to finance research,
development and technology transfer programmes and projects
related to aquaculture

State or state-derived research institutes

Aquaculture staff increased from 200 in 2007 to 729 in 2009
within government

Research institutes and universities conduct extensive
research

Implementation of regulations to ensure sustainable growth,
especially w.r.t. biosecurity and production

Better co-operation between government and industry in
regulating and monitoring

SOURCE: FAQ; FishStat; DAFF interviews

D
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EXECUTIVE SUMMARY: 1.2 OVERVIEW OF THE AQUACULTURE SECTOR
Australia focussed on financial and R&D programmes to increase supply
while using targeted marketing strategies to increase demand

Production

948
(2010)

75,000

7,000
(2008)

Major government research institutions are the
Commonwealth Scientific and Industrial Research
Organisation (CSIRO) and the Fisheries Research &
Development Corporation (FRDC), supported by various
minor research institutes

Funding has been provided to establish an aquaculture
zone for marine finfish in certain regions. The funds will be
used to undertake technical studies to secure environmen-
tal approval for the zone's development. This will provide
an ‘investment-ready opportunity for organisations to
establish aquaculture operations. This zone is expected to
be declared in 2014

Access to financial and social assistance is also a
driving factor in successful aquaculture production

Supply

Industry development programme focusses on
* Meeting long-term demand for fish and fish products

* Increasing the value and socio-economic return of fish
and fish products

* Increasing the efficiency of businesses and other
entities in the fishing industry

Highest priority: industry co-ordination and organisation,
promoting the industry and ensuring it has access to
resources, environmental issues, markets and marketing
as well as R&D

SOURCE: FAQ; FishStat; DAFF interviews

S 8K A 16



EXECUTIVE SUMMARY: 1.2 OVERVIEW OF THE AQUACULTURE SECTOR
Vietnam launched comprehensive, government-led programmes to
rapidly stimulate aguaculture production

Production

3 million
(2012)

5.8 (2012)

50000

40000

s (x1000)

30000
x

670.000 e

0

Ton

1950
13960
1370
13930
2000
2010

£ 1980

Years

Supply

* There are 3 state aquaculture institutes

* There is a National Fisheries Extension Center and
Information Center; government research institutes and
universities publish papers and simplify popular articles

* Most coastal provinces own 1or more state enterprises
for (?) aquaculture and aquaculture services

* |In Khanh Hoa and Binh Thuan, industrial parks for
aquaculture were set up with the government providing
basic infrastructure; farmers are then responsible for
investment in individual farm plots within the infrastructure

* Some support to aquaculture is provided through ongoing
rural development projects

* There is demand from export markets for high-quality,
safe and clean aquatic products; Aquaculture is likely to be
the main supply for higher-value, exported aquatic
products

* Vietnam has made a substantial investment in
upgrading the quality of its seafood processing factories,
and HACCP, EU and Japanese health and hygiene
standards are now being widely adopted

SOURCE: FAQ; FishStat; DAFF interviews
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EXECUTIVE SUMMARY: 1.2 OVERVIEW OF THE AQUACULTURE SECTOR

Egypt trained subsistence farmers and new entrants to succeed while
creating an enabling environment for aquaculture sector growth

Production

1 million 2 (2012)
(2012)

1000
800
600

400

580,000 " 20

nnes («1000)

T

1950
1960
1970

£ 1980
1990
2000
2010

Supply

Government issued land leases to traditional farmers;
this encouraged aquaculture by providing about 140,000
feddans of land close to lakes for development of
aquaculture (USD 3 per feddan)

1,000 government officials employed for aquaculture.
Employment of new graduates by government to help
traditional farmers. Free aquaculture training courses
(extension officers and training directorates). Government
projects to increase aquaculture productivity, including
hatchery development, genetics research and breeding
programmes

Government is licensing hatcheries for several marine
species, which, along with expanded fish feed
manufacture, is expected to reduce production costs

Traditional farmers have grown from extensive to semi-
intensive systems with help from government
technicians

Demand

Fish is a traditional and important component of the
Egyptian diet. It is the main source for cheap animal
protein for the growing population

By 2008, the rapid increase in aquaculture production
made it possible for Egyptians to eat about double the
amount of seafood compared to 20 years earlier

Per capita demand per year approximately doubled
from 1988 to 2008; domestic fish production is a key
contributor to the national food supply

SOURCE: FAQ; FishStat; DAFF interviews

il greees a
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EXECUTIVE SUMMARY: 1.2 OVERVIEW OF THE AQUACULTURE SECTOR
In 2013 aquaculture was identified as a priority sector in the development
of South Africa's ocean economy Fisheries M Aquaculture

GDP contribution? Job creation?

440 - 660

30 -40
30.5 .
4.6-5.6
29.0
40-5.0
2012 2033 2012 2033

1 Only direct potential (excluding multiplier effect) from the EEZ considered
2 Growth rate per annum (p.a.) is based on the 2033 projected base value; based on 2033 catch/jobs ratios: abalone — 1 MT/job, mussel — 11 MT/job,
oyster — 2 MT/job, marine finfish — 0.3 MT/job, all freshwater species — 0.3 MT/job (obtained from expert interviews)

SOURCE: Stats SA; IHS Global Insight; expert interviews; TNPA port development plan 2011/2012; Transnet corporate t]ﬁth OPERATION
plan 2013/2014; NMMU estimates, AME; McCloskey; Platts; press search T PHAKISA 19



EXECUTIVE SUMMARY: 1.2 OVERVIEW OF THE AQUACULTURE SECTOR
Potential for the aquaculture sector in South Africa

DAFF has identified aquaculture as a sector that presents a good opportunity to
diversify fish production

Satisfy local demand

Contribute to food and nutritional security
Create sustainable job opportunities

Foster economic development

Capitalise on export opportunities

Stimulate rural development and livelihoods
: i Attract foreign direct investment

Safeguard sustainable environmental integrity

Create SMMEs and wealth-generating opportunities through aquaculture

F CTON

J[ 1T operaTioN
SOURCE: DAFF National Aquaculture Strategic Framework T—” C PHAKISA 20



EXECUTIVE SUMMARY: 1.2 OVERVIEW OF THE AQUACULTURE SECTOR

Although there are over 195 operating marine and freshwater aquaculture

farms, they have mostly small-scale farmers (5 - 50 tonnes) @ Marine species

Freshwater! species

NORTHERN CAPE

°
o 4

® .WESTERN CAPE
'8‘ °

1 Freshwater data is from 2010
SOURCE: DAFF

LIMPOPO
MPUMALANGA
GAUTENG
NORTH WEST
FREE STATE KWAZULU-
NATAL
°
°
EASTERN
CAPE
o0

e R RKPE A
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EXECUTIVE SUMMARY: 1.2 OVERVIEW OF THE AQUACULTURE SECTOR
Although there is a great deal of diversity, South African marine and
freshwater aquaculture are dominated by 6 species

Marine aquaculture is dominated by molluscs Freshwater aquaculture is focussed on finfish
Production Production
Species  Overview Tonnes' Species  Overview Tonnes’
Abalone : II\:/Iarrttlled exclrt:sic}/ely in WC 1,111 Trout Maturity 1,428
v | . Ostly exporte \\ = Table trout: 12 months
' Market.prlge. ZAR 280 - 360/kg b o = Large salmon trout: 18 months
* 0.9-1jobis created per tonne of Apx
production A
* Maturity: 36 - 48 months
Oysters " Farmed exclusively in WC 241 Catfish = Forms: live, whole on 160 (2011)
* Prices: ZAR 45 - 60/kg ice, smoked fillet, paté 0 (2012)
& . * |mports are cheaper; not required to f\ * Prices: ZAR 30/kg
@@ meet same sanitation standards T . Maturity: 6 - 9 months
- J * Maturity: 6 - 12 months
Mussels ™ Mediterranean and black mussels 860 Tilapia = |s referred to as aquatic
= Direct price: ZAR 5.50/kg chicken 234
processing (?) +ZAR 18/kg fresh ‘@ = Maturity: 9 months
é . Proce_ssed price: ZAR 25/kg - = Mozambique tilapia is
" Maturity: 7. months endemic in South Africa
Marine * Dusky kob, silver kob, yellowtail, 280
finfish white margined sole
~™»g " Production prices: ZAR 35-45/kg
-~ .
=  Maturity: 8 - 12 months

-

1 Approved figures from the 2012 Aquaculture Yearbook; 2013 draft awaiting approval

SOURCE: DAFF: South Africa Aquaculture Yearbook 2012; WCADI: Draft Western Cape Aquaculture Market Analysis and T—l 1, orer
Development Programme/Strategy CPHAKISA 22



EXECUTIVE SUMMARY: 1.2 OVERVIEW OF THE AQUACULTURE SECTOR
4 main marine aquaculture species are cultivated in South Africa (1/2)

Abalone: key characteristics Current abalone production (2012): 1,111 tonnes

= Perlemoen abalone (Haliotis
midae)

* Premium species

) = Optimal temperature:

L 12-200C
= Maturity: 36 - 48 months

= Market price: ZAR 280-
360/kg

* 0.9-1jobis created per
tonne of production

= Export forms: live, canned,
frozen, dried

High start-up cost

High electricity cost

Suitable coastal sites are limited

— Competing residential use

— High sensitivity to water temperature

— Land-based facilities should not be
too high above water level; constant
flow of water required

Competition with international sales
from lower-cost countries with higher
yields and lower costs

High energy and veterinary health
costs, e.g., 26 farm closure notices
sent to shellfish farms in 2011

No quality standard defined for dried
abalone — could affect South African
brand

Oysters: key characteristics

Temperature: 18 -24°C

* Maturity: 6 - 12 months

= Prices: ZAR R45 —
60/kg

= Forms

— Live, half shelled,
shucked

— Also smoked/

* Pacific oyster
* Can be grown

in 10 - 35% canned, but not
salinity water currently done in
(optimal: 20 - South Africa
25%)

Current oyster production (2012): 241 tonnes

Regular environmental/toxicity testing
is required; estimated to be ~ 15% of
total production cost

Water quality issues from municipal
sewage spills

Water lease areas not advertised
Land-based factory space not being
made available

Large number of farm closures (26 in
2011) due to sanitation requirements
Imports are cheaper; not required to
meet same sanitation standards
High dependency on Chile/ France
for seed imports

Low capitalisation on value-added
product market

SOURCE: DAFF: South Africa Aquaculture Yearbook 2012; WCADI: Draft Western Cape Aquaculture Market Analysis and

Development Programme/Strategy
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EXECUTIVE SUMMARY: 1.2 OVERVIEW OF THE AQUACULTURE SECTOR
4 main marine aquaculture species are cultivated in South Africa (2/2)

Mussels: key characteristics

Spanish and black mussels
Direct price: ZAR 5.50/kg
processing (?) + ZAR 18/kg
fresh

Processed price: ZAR 25/kg
Maturity: 7 months

Optimal temperature: 10 -
200C

Forms: live, half shelled,
shelled, canned/bottled (not
produced in South Africa),
crumbed/sauced (not
produced in South Africa)

Current mussel production (2012): 860 tonnes

= Spanish mussels (non-indigenous,
introduced through ship hull fouling)

* Regular environmental/toxicity testing
is required; estimated to be ~ 15% of
total production cost

A number of farm closures due to
sanitation requirements (red tide
events)

Low capitalisation of profit margin
gains from vertically integrating
processing

Marine finfish: Key characteristics

= Forms: whole,

herbs/sauce,
breaded

filleted, cold/hot -
smoked, added

= Dusky kob, silver kob,
yellowtail, white
margined sole

= Maturity: 8 - 12
months

* Production prices:

ZAR 35 - 45/kg

Optimal temperature:

20-25°C

Current marine finfish production (2012): 280 tonnes

= Dusky kobs are migratory species

* High mortality rate for kob, e.g., only
3 out of 10,000 juvenile kob reach
1 kg in size

= Expensive land-based water
recirculation systems are required for
some species

= Highly technology-driven sector with
high start-up costs as a result

Complex environmental legislation

No processing capacity has been
planned for any projects/farms under
development

No certification programmes are in
progress/planned to be developed
Complex hatchery requirements; might
lead to dependency on imports

Many substitutes exist in the market

SOURCE: DAFF: South Africa Aquaculture Yearbook 2012; WCADI: Draft Western Cape Aquaculture Market Analysis and

Development Programme/Strategy

-
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EXECUTIVE SUMMARY: 1.2 OVERVIEW OF THE AQUACULTURE SECTOR
2 main freshwater aquaculture species are cultivated in South Africa

Trout: key characteristics

Current trout production (2012): 1,428 tonnes

= Temperature: optimal
16° C; range 6 - 16°C Key production challenges Other issues

Production cycle

= Table trout (300 g avg. @ * Active role by lead agency for * Access to risk capital for financing new
12 months — 450 MT @ interdepartmental enabling ventures involving BBEEE
ZAR 65/kg) ofenvironment provision required * Facilitation for formation of PPP

q = Large salmon trout (1.5 kg * Current restrictive legislation = One-stop regulatory approval
avg. @ 18 months — * Access to public water bodies * Western Cape Aquaculture
1,500 MT @ ZAR 75/kg) * Applied research Development Initiative — extended to
= Extension facilities include other provinces

Market
= Current national production 2,000 MT
= Further 3,500 MT imported

Catfish: key characteristics

Current catfish (2012): 160 tonnes

* Produced at extremely
high densities of up to Key production challenges Other issues
500 kg/m3in
recirculating systems * Local fish grow slowly and feed * No quality standard defined for
* Temperature: 26 - conversion ratio is poor products
280 C in recirculating * Recirculating technology is costly * Recirculating systems require constant
= Price: systems, 18 - 249C in * Expensive feed makes COP too high electricity supply
ZAR 30/kg open ponds to be competitive = Veterinary services not available
* Forms: live, = Maturity: 6 - 9 months * Negative perceptions about catfish * Poor track record of catfish farming
whole on ice, make marketing difficult makes access to finance difficult
smoked fillet, * Inland processing not available for fish * Only 1 commercial system that can
paté assist with practical training

*Please note that details for tilapia have not been added into the report

SOURCE: DAFF: South Africa Aquaculture Yearbook 2012; WCADI: Draft Western Cape Aquaculture Market Analysis and -i—ﬁl"l—ll;gp ER /\IT ‘ fg A

Development Programme/Strategy HA 25



EXECUTIVE SUMMARY: 1.2 OVERVIEW OF THE AQUACULTURE SECTOR
Operation Phakisa — aquaculture lab aspiration

HEADLINES 2019: South African economy reaps the rewards of Operation Phakisa

"... The aquaculture sector in "Jobs in aquaculture sector seen
"... to aquaculture in South Africa has South Africa now employs b f
shown strong growth in 5 years, with b as quality jobs, improv-
production from 2014 up 5 15,000 people in direct ing livelihoods in rural
and full-time jobs ... communities "

fold to 20,000 tonnes ..."

"... experts estimate the revenue
contributed by aquaculture
to South Africa's economy tO be as
much as ZAR 3 billion .-

"... exciting momentum built in
Operation Phakisa evidenced by

aquaculture's inclusive
growth .."

Mussels

Finfish

,_T OPERATION
SOURCE: Aquaculture Lab TII_\ T PHAKISA 26
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EXECUTIVE SUMMARY: 1.3 OVERVIEW OF ISSUES
Scenario: current challenges in setting up an aquaculture farm

Mrs Nkosi and Mrs Sibiya grew up fishing in the Tugela River. Due to the depleted fish stocks, they can't access affordable fish
and would like to start a kob farm in KwaZulu Natal

Gather information

1. They can't find good data!
What production systems are
kob farmers using in South
Africa? Do they have to own
R&D?

2. Local consumption in South
Africa is very low

3. Is there no one they can go
to for information on export
markets? They are sent from
one government office to the
next without success

4. Aquaculture doesn't even
have its own act!

SOURCE: ...

Source government funds

1. DFls are not interested,
indicating that aquaculture is
risky

2. Confused with government

funding sources, they apply to
a loan institution for a grant

3. Other government depart-

ments indicate incentives can
only be provided after they
have first spent their own
funds

Start operation

1. None of the current farmers
are willing to share experi-
ence and knowledge

2. They have to buy most of
the technology from abroad

3. Mrs Nkosi and Mrs Sibiya
apply for an electricity
upgrade and wait for 270
days before installation

Secure private funding

. Local, private-investors don't

seem to understand the
business

. Large-scale investors are not

interested, indicating that the
business is high risk and has
high capital investment and
slow returns

. Venture capitalists are willing to

fund, but only if they see fast
returns

Formalise intent to
operate

1. They apply for 28 permits
and licences which cost
over ZAR 9,000

2. They have to approach 9
government departments

3. The entire application
process takes them 1,100
days to get all permits and
licences

Apply for
land and sea
space

. The land belongs to the

government; they approach
the tribal leaders, munici-
pality, DPW and DRDLR to
access the land. No one
seems to have records

. They submit an application

for zonating and wait 3
months prior to obtaining
approval

4 CPHAKISA 28



EXECUTIVE SUMMARY: 1.3 OVERVIEW OF ISSUES
Scenario: current challenges to operating an aguaculture farm

Mrs Nkosi and Mrs Sibiya met all their infrastructural and legal requirements managed to grow their fish and are trying to access the market

Operate facility

. They can't find good quality feed! (Import?) — the

sector too small. Local feed producers don't
produce to specifications

. They can't find staff! Very few people are aware

of jobs in aquaculture. They have to advertise
extensively

. They hire untrained/unskilled workers, as there

aren't enough trained kob farmers out there —
especially PDIs, women and youth (requirement
by government, especially for grants)

. They have to pay high salaries for trained and

skilled management employees

. They train their employees for 2 - 3 years before

they are able to execute without supervision, but
some of them leave for bigger farms because
they pay more

. They do not get assistance or information on

good farming practices. They try their best

Harvest product

1.

2.

Poor quality fry and seed —
smaller and lower-quality fish

Disease has wiped out 50% —
they could not access assist-
ance for disease manage-
ment and control. There was
no vet in KZN; the vet could
only come 1 week later, by
which time half their fishes
had died

With the high cost of
operations (electricity costs,
training and staff turnover),
their farm gate is higher than
market price

Grow the business

1. The venture capitalist cuts his

losses and pulls out

2. Mrs Sibiya decides to quit fish
farming due to her bad experience

3. Mrs Nkosi can't pay the loans and

goes bankrupt

1.

o,

Sell or
market
product

4.

Local restaurants are
not interested as the
fish does not meet
the required
standards

. They do not know

who else to ap-
proach. Other farm-
ers sell on their own

. Retailers are not

interested due to the
small scale

They try to sell to the
community, but the
people are not
interested, as they
are not fish
consumers

. Mrs Nkosi and Mrs

Sibiya sell their fish
100 km from their
farm in a small town
on the side of the
street. They get a
fine from the govern-
ment officers as they
assume it is wild
caught fish

1 OPERATION
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EXECUTIVE SUMMARY: 1.3 OVERVIEW OF ISSUES
Approach taken by the lab to identify and address key challenges

Issues can be categorised based on the approach required for resolution

Scale and project-specific issues

= |ssues that are linked to the size of the sector due to low production volumes,
leading to high costs of production and challenges in value chain development
(quantity)

= |[ssues that relate specifically to an operation, i.e., issues that are unique by farm,
business and/or species. These issues require a specific, project-based approach
for resolution (quality)

Enabler issues

» |ssues that relate to the ability of businesses to operate within the sector. These are
cross-cutting issues, which impact the sector as a whole and require a common
approach

SOURCE: Aquaculture Lab L| I_'_P H A K1 5 A 30



EXECUTIVE SUMMARY: 1.3 OVERVIEW OF ISSUES

The aquaculture sector in South Africa has incredible potential and, yet,
remains at a small scale, leading to many challenges for producers

South Africa

4 Insufficient primary infrastructure

B Aquaculture in rural areas is
= challenged by infrastructural
limitations

Lack of access to quality inputs
@ Quality seed, fingerlings and feed are
& critical to the health and quality of the
products. Due to the limited scale,
there is a limited number of input
suppliers for the sector, which also
increases the cost of production

SOURCE: Aquaculture Lab

i

T

“.

]

4 project-related issues that contribute to or result from the sub-scale nature of the sector in

R&D is fragmented

The R&D activities are not co-
ordinated and do not align with the
industries' needs

Lack of inclusivity

Limited participation by youth,

~_ women and black people in the
sector. Currently, the sector
averages less than 10% PDI
participation at management levels

A OPERATION
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EXECUTIVE SUMMARY: 1.3 OVERVIEW OF ISSUES
In addition, there are 4 supply-side and demand-side issues that hinder the
growth of the sector

4 enabler issues that relate to the ability of the projects to operate. These are cross-cutting
issues that impact the sector as a whole

Unsupportive legislative and regulatory

environment

The current regulation and governance
systems do not cater to the aquaculture
sector specifically. In addition, delivery
systems are slow and costly. Compliance
burden serves as a barrier to the sector

Limited access to land and sea space
The aquaculture sector is often excluded
from spatial planning. In a user conflict
situation, aquaculture does not often get
priority

Small pool of skills and knowledge
Due to the emerging nature of the
sector, there is limited extension
support (specialised state extension
officers, veterinarians and research-
ers). There is also little awareness of
aquaculture farming as a career and
education option

SOURCE: Aquaculture Lab

Access to finance

The aquaculture sector faces
difficulty in accessing finance as it is
not well understood by financial

<. institutions and deemed to be a high-

risk sector. The sector requires high
capital investment and a long
payback period

Limited accessibility of markets
This is due to undeveloped value
chains. In addition, limited market

. intelligence has led to fragmented

marketing efforts. Hence, production
and project planning are not based
on demand

e R RKPE A
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EXECUTIVE SUMMARY: 1.4 OVERVIEW OF INITIATIVES
Approach taken by the lab to develop solutions for identified issues

Solutions for issues were developed that supported the following key objectives

Project quantity and quality

or result from the sub-scale nature of the
sector in South Africa

Solution: Select and fast-track implementation
of projects that will increase the scale of the
sector. In addition, establish mechanisms to
address project-specific issues as part of the
project implementation

,rf Market Skills and
7l access knowledge

OPERATION
SOURCE: Aquaculture Lab %ht[]&P HAI ‘ ISA 34



EXECUTIVE SUMMARY: 1.4 OVERVIEW OF INITIATIVES
Solutions developed focus on priority initiatives that support
the implementation of the projects
Ky

Y Quick wins

election and implementation of 24 projects

* Phased implementation of selected projects
* Resolution of project-specific issues within the project
implementation plans

o Regulations
@ Legislative reform to promote aquaculture @ Establishment of a globally recognised &

development monitoring and certification system

} Establishment of an inter-departmental
authorisations committee

Funding -
& i

Establishment of an aquaculture development fund

RAND
Skills
@ Capacity building for support services r=
Market
@k Co-ordination of industry-wide marketing @ Preferential procurement of ,./I’
efforts aquaculture products and

OPERATION
SOURCE: Aquaculture Lab %Iﬂ ‘_IILP KISA 35



EXECUTIVE SUMMARY: 1.4 OVERVIEW OF INITIATIVES
Scenario: with the implementation of Operation Phakisa initiatives,
Mrs Nkosi and Mrs Sibiya will be able to expand their farm

They try to gather information on
current production and market
status (volume, production systems,

markets etc.) 0 0

1. They approach DAFF and AquaSA 1.

and obtain a published
Aquaculture Yearbook and the
Profile of the Aquaculture
Industry in South Africa with all
the information on produc-tion,
markets and suitable sys-tems to
be used in South Africa

2. The publications also contain
information on relevant
departments to be contacted when
starting a fish farm

3. They develop a business plan and
obtain technical advice from the
government

their loan and expand their farm

[ Mrs Nkosi and Mrs Sibiya pay off }

115

SOURCE: ...

They approach financial
institutions for funding

They access a grant funding from
ADF to ensure all pre-operations

requirements are met and a loan
funding for operations

Mrs Nkosi and Mrs Sibiya sell
their fish

1.

717

1. They work with the AquaSA to

access markets
2. They sell to a retailer, and the

within the prefer-ential
procurement scheme

government procures a portion

They approach the
government for
authorisations relevant to fish

farming 99@

They are guided by the Aquaculture
Act for compliance with legal
requirements

They obtain a letter of consent to
utilise the state land, EIAs and a
water use licence and permit to
operate a fish farm from the IAC. After
180 days they obtain permission to
start construction

Government extension officers
provide them with technical support

Mrs Nkosi and Mrs Sibiya
harvest their 1st batch of fish

(417

1. Government extension officers
advise on compliance with existing
farming standards, enabling access
to markets

2. Government fish vets are available
to provide support in the event of
disease

3. The growth rate is high, and the
fishes are healthy. Farm gate price
is ZAR 25/kg and profit margins are
acceptable

(6

1.

@ Related initiatives

Start
operations!
Mrs Nkosi and
Mrs Sibiya
believe that
their dream
came true.

Mrs Nkosi and Mrs Sibiya
ensure their new recruits
obtain aquaculture
vocational training in order
to be capacitated in
aquaculture operations



EXECUTIVE SUMMARY: 1.4 OVERVIEW OF INITIATIVES
Specific initiatives have been identified as quick wins % Quick wins

_—

Wave lll: long term
First results by March 2025

Wave II: medium term ) Selection and implementation
- ) f . t

Wave |: quick win Selection and Capacity building for the

First results by March 2016 implementation of 15 entire sector

@Selectlon and implementation additional projects
of 9 initial projects -

Legislative reform to
promote aquaculture
development

Establishment of an inter-
departmental authorisations

committee Establishment of a globally

recognised monitoring and

Establishment of an -
certification system

aquaculture development .
fund @ Capacity building for

Co-ordination of industry- support services

wide marketing efforts

@*@@;

Preferential procurement
of aquaculture products

S OPERATION
SOURCE: Aquaculture Lab | C_PHA



EXECUTIVE SUMMARY: 1.4 OVERVIEW OF INITIATIVES
Initiatives have been ranked by priority, and budget
requirements have been specified

Highest
priority

@@ € 0

SOURCE: Aquaculture Lab

@k Selection and implementation of 24 projects

@k Establishment of an inter-departmental

&
)

authorisations committee

Establishment of an aquaculture development fund

Co-ordination of industry-wide marketing efforts

Legislative reform to promote aquaculture
development

Establishment of a globally recognised monitoring
and certification system

Capacity building for support services

Preferential procurement of aquaculture products

Detailed in following pages
Yo Quick wins

Budget required ZAR m

@k 2,383
€& -

w515 OPERATIC
TITH_IILI(DHAI(IJgA 38



EXECUTIVE SUMMARY: 1.4 OVERVIEW OF INITIATIVES

. _ Ouick
Implementation of Phase 1 projects % Quick wins

The challenges presented by the production scale of the sector will be addressed by the
expedited implementation of aquaculture projects, which will serve as a catalyst to the
growth of the sector

24 aquaculture projects were selected based on criteria developed in the lab. These projects were categorised into 3 phases
based on their readiness to begin implementation and operate, as follows

Year 1 Year 2 Year 3 »
* Phase 1: Implementation of 9 Achievement by 2019
ready-to-operate projects in Production: 17,939 tonnes
6 to 12 months Phase 2: Implementation of 3 Revepue: ZAR 1,417 m
ready-to-operate projects in New jobs: 2,467

12 to 24 months

Phase 3: Implementation of
— 12 projects in 2 to 4 years

(more planning required)

New 424 | 580 572 548 343
jobs >
2015 16 17 18 2019
Tonnes ZAR m Tonnes ZAR m Tonnes ZAR m Tonnes ZAR m Tonnes ZAR m
Phase 1 951 247 1,359 306 1,988 389 3,385 500 4,117 552
Phase 2 500 27 1,000 62 2,130 117 3,622 208 3,922 229
Phase 3 950 42 1,930 99 4,400 267 7,450 499 9,900 637

:L- OPERATION
SOURCE: ... "%Ilr'_PHAl ISA 39



) EXECUTIVE SUMMARY: 1.4 OVERVIEW OF INITIATIVES
@ The approach to project selection was guided by 3 principles and 4

evaluation criteria

Evaluation criteria

1.

Market attractiveness of species

2. Production readiness of project (time

to stock fish for commercial
production)

3. Planned scale of project
4. Availability of funding for project

Principles
Geographical diversity of aquaculture
activity
— Participation by all coastal
provinces

— Freshwater species evaluated to
include inland provinces

Transformation

— All considered projects should
agree to strive towards the targets
set forward in the AgriBEE
Charter

Sustainable growth through

balancing new projects and

expansion projects

1 Some production facilities include processing plants
SOURCE: Aquaculture Lab

Market
attractive-
ness of
species

Production
readiness

Planned
scale

Availability
of funding

Projects deemed more
commercially viable if
they focussed on a
species with high
demand in the market
(local/international)

Projects that are closer
to production would
allow the sector to meet
its 5-year growth
aspiration

Projects that maximise ))

economies of scale
would contribute
significantly to lab
aspiration of 20,000
tonnes by 2019

Projects deemed more
commercially viable if
they can show evidence
of committed investors

Tl PHAKTEA a0



/ EXECUTIVE SUMMARY: 1.4 OVERVIEW OF INITIATIVES
e The lab devised an objective, fact-based approach to identify high-
Impact projects

Activities

Outputs

SOURCE: ...

Identified potential
projects

Conducted dis-
cussions with
industry stake-
holders (private
sector, public
sector, academia)
to identify poten-
tial projects Oper-
ation Phakisa
could accelerate

List of > 60 poten-
tial aquaculture
projects across
the value chain
(marine and
freshwater)

Developed
sequencing
criteria

* Developed
guiding prin-
ciples and
detailed, fact-
based se-
quencing criteria

* List of guiding
principles

= List of evaluation
criteria

Collected data

* Collected in-
depth data from
project owners
to evaluate
commercial
viability of
projects

* Conducted on-
site visits (led by
DAFF) to vali-
date data
collected

* Project data

* Site data

* Species-specific
market data

Evaluated and
scored projects

Scored projects
on a scale of 1 -
5 for each
evaluation
criteria

Verified that
each project
met all guiding
principles
Projects that did
not provide data
were categor-
ised as "future
business
opportunities"

List of ~ 30
scored projects
List of ~ 30 future
business
opportunities

Sequenced
projects

= Sequenced all
scored projects
into 3 phases
based on score
and time taken
to start
operation

= 9 Phase 1

projects

= 3 Phase 2

projects

= 12 Phase 3

projects

e R RKPE A
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EXECUTIVE SUMMARY: 1.4 OVERVIEW OF INITIATIVES

factors for high-impact projects

Market
attractive-
ness of
species

Production
readiness

Planned
scale

Availability
of funding

SOURCE: ...

Rationale

Projects deemed more .
commercially viable if they
focussed on a species

with high demand in the
market (local/international)

Measurement proxy Weighting

A composite score that considered 30%
— Presence of existing local,
regional and international clients
— Level of demand in market
— Product diversity and potential
value added
— Level of private-sector investment

Projects that are closerto =
production would allow the
sector to meet its 5-year
growth aspiration

Time to stock for maximum 30%
commercial capacity

Projects that maximise "
economies of scale would
contribute significantly to

Scale multiple (planned additional 20%
tonnage divided by minimum
tonnage for commercially viable

lab aspiration of 20,000 production)
tonnes by 2019
* Projects deemed more * Committed financing as a 20%

commercially viable if they
can show evidence of
committed investors

percentage of total investment
required for project execution

e R RKPE A

Evaluation criteria: collaboratively developed considering key success
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EXECUTIVE SUMMARY: 1.4 OVERVIEW OF INITIATIVES

24 projects have been selected and sequenced for implementation

across 3 phases

i% Phase1 () Phase2 ( Phase3

- Coastal provinces Inland provinces

Limpopo

Mpumalanga
° Gauteng

North West
Vantersdorp

Free State ~ Richards

a bay
Amatikulu

Doring Bay

SOURCE: Aquaculture Lab

Project/enterprise

* Hatchery expansion — Paternoster — oysters 29,
* Expansion — East London IDZ — kob 5
j’% Expansion — Hamburg cluster — oysters ﬂg
j’% Expansion — Ventersdorp — catfish L 4
* Expansion — Jacobsbaai Sea Products = ]
* Expansion — Abagold S
j’% Expansion — HIK Abalone 175
* New — Amatikulu — kob “3
‘ Expansion — Amatikulu — ornamentals 4n
‘ Expansion — DST Abalone Hatchery L5
. New — Hamburg cluster — kob <
() New — Saldanha Viking Cages — trout P
() ADZ - Ventersdorp — catfish oz
(O Doring Bay Abalone @
. New — Saldanha Viking Cages — salmon B
‘ Expansion — Saldanha Blue Ocean Mussels — mussels é-
‘ Expansion — Saldanha Bay Oyster Company — oysters ﬂ!,
‘ New — Saldanha Southern Atlantic Sea Cages — salmon ==
‘ New — Algoa Bay Sea Cage Farming — yellowtail =
‘ New — Richards Bay Sea Cage Farming — dusky kob e
. New — Diamond Coast Abalone Ranching — abalone 5.4
(O New —Van der Kloof — trout =y
‘ New — Matzikama Brenner Dietrichs — abalone [
() New — Buffeljachts - abalone ©e

il gy



EXECUTIVE SUMMARY: 1.4 OVERVIEW OF INITIATIVES
Legislative reform to promote aquaculture development

The aquaculture sector requires a specific aquaculture act to govern the sector's activities
effectively. This act will require several years to implement, and as such, interim measures have
been developed in order to address some of the issues currently faced

Requirements

Include freshwater
and marine
aquaculture under 1
act

Define aquaculture
as agriculture, not
fisheries

Have a development
focus

Zone areas
specifically for
aquaculture

Promote PDIs and
new entrants into the
sector

Reduce fragmented
authorisations,
promote
synchronised author-
isations and enable
a "one-stop shop"

SOURCE: Aquaculture Lab

30 days 180 days

Norms and stan-

dards for abalone
and trout

B interim

measures

New author- Time
isation time savings

Strategic environmental

assessments (all
species)
350 days — 2 years

Scoping and EIR (DEA)

Amend EIA thresholds
and EIA regulations
basic assessment

258 days

Water use License (DWS)

General
authorisation

180 days-230 days

Coastal discharge permit (DEA)

30 days I

General
authorisation

The interim measures cut the

processing time down from 2
years to 180 days

i BEHRTEA a




/ EXECUTIVE SUMMARY: 1.4 OVERVIEW OF INITIATIVES
@ The following legislative amendment requirements were identified

Amendment

Increase minimum and maximum EIA thresholds
for aquaculture (NEMA 107 of 1998)

Resolve concerns around additional permitting
layer under the Alien and Invasive Species
Regulations (NEMBA 10 2004)

Finalise trout and abalone norms and standards
(NEMA 107 of 1998)

Undertake and adopt a strategic environmental
assessment for land-based aquaculture

Develop a general authorisation for freshwater
water use (Water Act 36 of 1998)

Develop a general authorisation for coastal
discharge permits (ICM Act 24 of 2008)

Increase tenure of MLRA rights for marine
aquaculture rights holders from 1 year to 2 years
and combine permits where possible

Adjust DTI Industrial procurement policy
framework

Develop an aquaculture act

SOURCE: Aquaculture Lab

Impact

Small farms would fall under the EIA threshold, and other farms would be restricted
to a basic assessment, which is simpler and shorter than a full scoping and EIR

Avoid additional permit layer and specialist study requirements for existing and new
farmers

Farms that fall within the scope and adhere to norms and standards would not
trigger an EIA and could start in 30 days from notification

Zone environmentally less-sensitive and suitable areas for aquaculture, which
requires minimal or no additional permits and assessments prior to authorisation

In line with the norms and standards, avoid the need to apply for the water use
licence, which can take 6 months to a couple of years to get, by adhering to general
authorisation, which covers the requirements of aquaculture farms (flow rate, water
quality etc.)

In line with the norms and standards, avoid the need to apply for the discharge
permit, which can take 4 to 8 months to get, by developing general authorisation,
which covers the requirements of low-risk aquaculture effluent (flow rate, water
quality etc.)

Reduce the administration cost for the sector from applying for various permits
annually

Ensure that locally farmed fish is included in the policy

Foster a one-stop-shop approach, include freshwater aquaculture, promote PDI
entrants, have development focus, zone areas for aquaculture ...

Tl PHAKTEA a5



EXECUTIVE SUMMARY: 1.4 OVERVIEW OF INITIATIVES
Establishment of an inter departmental authorisations committee

Currently, there is an uncoordinated approach to application processing for aquaculture,
approvals, which can take up to 890 days. The establishment of an inter departmental

authorisations committee (IAC) aims to co-ordinate applications and approvals, with the
expectation of reducing the processing time to 240 days

NWRI
Access Permit

% - Current progress = n.:s
trade
ﬁ h 890 days to 240 days!
& & Animal Health o | et tdys
E: : B Marire
—_— H [ Freshwater
&3 ; = pon
Transport - : . i
l Permit As i

I Daserds anwAdiFar aivara warl p odod

350 days ' 360 days ; 180 days

B Marine
[] Freshwater
& Both

Capital
Management
<
'

120 d

Representation at the IAC by all —
relevant departments - P

SOURCE: Aquaculture Lab
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EXECUTIVE SUMMARY: 1.4 OVERVIEW OF INITIATIVES
Establishment of a globally recognised monitoring and certification

system

Importing nations require health assurances that the products they receive are safe for

consumption. South Africa needs an internationally recognised health assurance system
to grow the markets that can be accessed

Some programmes are already
operating, but are under-resourced

At present, there is no co-ordinated
health assurance system in place. This
impacts exports, as producers cannot
expand out of existing markets. A
dedicated sub-directorate would

Open new markets

Ensure safe products for
export/sale

Reduce bureaucracy

Provide a quick response to
new regulations

Help develop aquaculture

SOURCE: Aquaculture Lab

Food safety
and animal
health

Finfish: Animal
SAMSMCP freshwater, health
marine

New sub-directorate

Effective programmes would unlock at least 9 NEW

markets for South African aquaculture products!

i BT A



EXECUTIVE SUMMARY: 1.4 OVERVIEW OF INITIATIVES
Establishment of an aquaculture development fund

The aquaculture sector faces difficulty in accessing finance, as the sector is small and not well
understood by financing institutions

Funding only required
for new projects

ADF aims to fast-track growth while meeting transformation objectives [] Where ADF will operate

* Funding pool to assist end-to-end aquaculture projects

* Co-ordination of funding from various government departments and DFls through an MoC

* |nitial proposal for ADF to be managed by Land Bank

* Key focus of ADF is to drive transformation/inclusivity by providing new entrants with
access to funding in the pre-production phase

ADF involvement and leadership

ADF will Er‘g{g“ life RSN Phase 2 -
receive y

financing Description = Develop concept, | = Apply for * Acquire andset * Begin production
requests of support consult technical permits, up primary and
from pro- provided advisors approvals etc. supporting
jepts and = Develop infrastructure
disburse business plans
funds to ................... ettt
Sles 1 | The "busi- = DAFF = DST " NEF
Land Bank nesslﬁls = NAMC = IDC
sua
gugport/ - SMME - NYDA
funders department * Private investors >

HT operaTION
SOURCE: Aquaculture Lab 'l—hm_ll;PH [KISA 48



EXECUTIVE SUMMARY: 1.4 OVERVIEW OF INITIATIVES
G Capacity building for support services

Aquaculture as an emerging sector has almost no dedicated and specialised extension
officers, state vets specialised in aquaculture and research officers at a provincial level

i\( Phase1 () Phase2 ( Phase3

. Coastal provinces Inland provinces '
) Provincial state vet e Limpopo
V‘Qe (aquatic experience) x Identified gaps pop

' Aquaculture x Solution

I extension officers * Existing state

%  State aquaculture Mpﬂu_malanga support

' research officers Gauteng Q_Q'. services, e.g.,

North West state vets need

Vantersdorp

to be upskilled
(specialised)

* Additional
Free State
i Richards aquaculrt]ured
b3 research an
) . y extension
Amatikulu officers need to

be employed
provincially to

Hondeklip assist with

Bay provincial
Doring Bay g;%\;\g[:\ in the
Saldanha ‘e LIDZ

Matzikama

W

>
—y
o ©)

Wz
o
N
[{e]

SOURCE: Aquaculture Lab ﬁlMP A



~ EXECUTIVE SUMMARY: 1.4 OVERVIEW OF INITIATIVES
0 Co-ordination of industry-wide marketing efforts
The players in the aquaculture sector have limited access to and awareness of markets for aquaculture

products due to the silo-based approach towards marketing. In addition, there is little awareness and, hence,
local consumption of aquaculture products in South Africa

4 sub-initiatives were developed to address these issues, which will be executed through an industry
organisation, Aquaculture South Africa, mandated to co-ordinate industry-wide marketing initiatives

1. Improve and co-ordinate
market intelligence
initiatives through a
centralised system

Inclusive
market intelligence
information system

4. Promote responsible, fair
regulation and
environmental certification

SOURCE: Aquaculture Lab

2. Improve domestic access
to markets. Co-ordinated
SSAS marketing will open
new markets

Public
awareness
- campaigns

Government
awareness
campaigns

Cook
hooks/food
services
campaign

3. Strengthen emerging producers
through increasing value chain
ownership and product development
through co-owned processing facilities

,&"f'

3
S

Evaluate a set of
standards retailers
suggest as minimum
requirements

-+

The availability of
good quality value-
for-money products
increases for

Negotiate with both
retailers and
producers to adopt

the standards consumers

e PHAKTE A 50



EXECUTIVE SUMMARY: 1.4 OVERVIEW OF INITIATIVES
Preferential procurement of aquaculture products

Preferential procurement can create local markets while Protein to price ratio
contributing to transformation and food security in South g of protein / ZAR
Africa. This initiative aims to sell aquaculture products to
government institutions in order to:

1. Increase sales and stimulate local demand
2. Create market awareness for aquaculture products Mussels 445.360
Fish is a cheap Shrimps 4.995

| support the adding of
omega -3 to fish to make
it more healthy (49%
agree) Pork 1.406

way for me to eat
healthily (29%
agree)

Consumers know the nutritional value Chicken 1.022
and price of seafood o
Despite its

efficiency, only

Lamb 0.949 15% of global
Fish is healthier When fish is too protein
than meat or expensive, 28% buy consumption
chicken (71% something else instead, Beef 0.706 comes from fish
agree) e.g., meat or poultry. And
32% buy a cheaper type of
fish

el

OPERATION
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EXECUTIVE SUMMARY: 1.4 OVERVIEW OF INITIATIVES

Budget required
Total budget, ZAR m

Selecti dimol tafi f 24 Govt: 208 Govt: 188 Govt: 607 Govt: 1003
1 election and implementation o 482 463 1,666 2,611 Non-govt

projects Non-govt: 274 Non-govt: 275 Non-govt: 1,059 1608
Legislative reform to promote 3 Govt: 3 Govt: 4 Govt: 2 Govt: 9
aquaculture development Non-govt: 0 Non-govt: 0 Non-govt: 0 Non-govt: 0
Establishment of an inter- Govt: 2 Govt: 0 Govt: 0 Govt: 2
departmental authorisations 2 ) ) _ 2 _
committee Non-govt: 0 Non-govt: 0 Non-govt: 0 Non-govt: 0
Establishment of a globally Govt: 3 Govt: 6 Govt: 18 Govt: 27
recognised monitoring and 3 18 27
certification system Non-govt: 0 Non-govt: 0 Non-govt: 0 Non-govt: 0
Establishment of an aquaculture 0.2 ot 02 Cos | Covs & 6 Cos @
development fund ' Non-govt: 0 Non-govt: 0 Non-govt: 0 Non-govt: 0
c ity building f o n/a n/a n/a n/a

apaci y1 HECINGHOrstppo n/a n/a n/a n/a
services n/a n/a n/a n/a

Govt: 17 Govt: 6 Govt: 30 Govt: 53
Co-ordination of industry-wide
. 17 32 55

marketing efforts Non-govt: 0 Non-govt: 0 Non-govt: 2 Non-govt: 2
Preferential procurement of Govt: 2 Govt: 4 Govt: 1 Govt: 7
aquaculture products Non-govt: 0 Non-govt: 0 Non-govt: 0 Non-govt: 0

%W?FIL_BW s

SA 52

1 This initiative is a work in progress. The 3-foot plan, budget and KPIs will be developed post-lab
SOURCE: Aquaculture Lab — budget template



EXECUTIVE SUMMARY: 1.4 OVERVIEW OF INITIATIVES
Aquaculture lab outcomes — headline KPIs and targets

KPI description Baseline
2014/15

Overall sector KPI

1 Production tonnage 4,000 tonnes 6,400
2 Jobs 2,227 jobs 2,651
3  Additional contribution to GDP ZAR 0.67 bn ZAR 0.4 bn

Initiative 1: Selection and implementation of 24 projects

1 Production tonnage 1,923 tonnes 2,401
2 Jobs 762 1,186
3 Revenue ZAR 0.3 bn 0.3 bn

Initiative 2: Legislative reform
1 Number of amendments 3 4
Initiative 3: inter-departmental authorisations committee

1 Number of applications

processed within 12 months n/a

2015/16

8,289
3,231
0.5 bn

4,289

1,766
0.5 bn

100%

Initiative 4: Globally recognised monitoring and certification system

1 Farms included in monitoring

n/a
programme

2 Increase in safe products
(tonnage)

SOURCE: Aquaculture Lab — KPI template

2016/17

12,518
3,803
0.9 bn

8,518

2,338
0.8 bn

100%

50%

20%

2017/18  2018/19

18,457 24,000
4,351 4,694
1.3 bn 1.6 bn

14,457 17,939

2,886 3,229
1.2 bn 1.4 bn

100% 100%

75% 100%

40% 60%

wI=Hl OPERATIC
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EXECUTIVE SUMMARY: 1.4 OVERVIEW OF INITIATIVES
Aquaculture lab outcomes — headline KPIs and targets

Target
2015/16 2016/17  2017/18  2018/19

No. | KPI description Baseline
2014/15

Initiative 5: Aquaculture development fund

1 Number of projects funded ADEP-funded
. 5 10 20
projects
o : :
2  %of pI'OJ.eC’[S funded with PDI 259, 25%
ownership
Initiative 6: Capacity building for support services (refer to DHET)
Initiative 7: Industry-wide marketing efforts
o :
1 %o increase in share of shelf Current level 20, 49 49 89% 10%
space unknown
Initiative 8: preferential procurement
(0]
1 %o of aquaculture products n/a 50, 10%
procured by government
SOURCE: Aquaculture Lab — KPI template %H‘LIILBP F RAIT ‘ (Ijg A 54



EXECUTIVE SUMMARY: 1.4 OVERVIEW OF INITIATIVES
Results schedule

The lab has identified opportunities to achieve tangible results within the next

12 months

Initiative

Impact

Timing of impact

0 : Implement 9 projects in EC, NW, Produce 950 tonnes and 1.9 million spat, contribute ZAR bm
Projects KZN and WC provinces 247 million to aquaculture sector revenue, create 227 jobs 5 Oel%
. Reduce time for EIA completion from 2 years to 8 months,
Raise EIA thresholds - N ) Dec
which is a 66% reduction 2015
Establish inter governmental - R ]
B mmittee and I?ecéuce o{hovera_atlrll authorlsatllotn time from up to 2 years to e
implement norms and standards Rl Eltinew regulations) 2015
Increase tenure of MLRA from Stabilise the aquaculture sector and improve investor s
Enablers lyear to 2 years confidence 2[2)‘1%
Establish an aquaculture Create "One pot" (> ZAR 500 million) for government bm
development fund funding, currently distributed across > 5 departments 5 091%
_ Create 70 - 80 buyer relationships with local processing EEEEERE
Establish an aquaculture South facilities, retailers and food service companies Dec
African industry body Create a comprehensive market database covering 100% 2015
of South African aquaculture production

SOURCE: Aquaculture Lab

i, grensen
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EXECUTIVE SUMMARY: 1.4 OVERVIEW OF INITIATIVES

Even during the lab process, several issues faced by the

industry were resolved
Key outcomes from the aquaculture lab
Proposal to reconsider increasing

‘/ the EIA thresholds legislation/
regulation

. DEA |

‘/ Exemption from listing of trout as
an Alien and Invasive Species
where it is already established

[ DEA }
Access to state land for
: : : DPW
projects and zones in Phakisa
DLDLR

Access to sea space and duration
of leases [ TNPA }

SOURCE: Aquaculture Lab

\/ Done

In progress

Impact on sector

Time and cost savings since the majority of farms
would trigger a basic assessment (8 - 10months),
instead of a full scoping and EIR (14 - 24 months)

Growth of trout farming through expansions and
establishment of new farms in areas in which they
already occur since farmers would not need to
undertake an additional risk assessment and
apply for an additional permit

The security of tenure will increase investor
confidence through improved turnaround times for
lease approvals and duration of leases

Investor confidence through improved turnaround
times for lease approvals and duration of leases

1
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