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\ CIVITTA CONDUCTED A STUDY ON STARTUP ECOSYSTEM IN THE BALTICS
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\ WE NEED TO TAKE INTO ACCOUNT DIFFICULT ECONOMIC REALITIES WE FACE TODAY

The FED is raising interest

rates to fight inflation...

Tech company valuations
are declining...

Venture funding is slowing
down...

Russian war is causing
energy prices to soar
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\ THE BALTIC REGION HAS SHOWN TREMENDOUS GROWTH IN NUMBER OF STARTUPS

TOTAL NUMBER OF STARTUPS IN THE REGION, 2016-21

ESTONIA e LITHUANIA O LATVIA =

(257

‘ 1,039
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352
I I = I I = 320 l I

2016 2017 2018 2019 2020 2021 2016 2017 2018 2019 2020 2021 2016 2017 2018 2019 2020 2021
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C|\/| TT/\ Source: Baltic Startup Scene reports (2017-2020), Change ventures, Startup Estonia, e-Estonia.com GO gle 6



\ ESTONIA RETAINS ITS LEADERSHIP AS THE MOST ENTREPRENEURIAL COUNTRY,
MEASURED BY STARTUPS PER CAPITA

NUMBER OF STARTUPS PER 1 M INHABITANTS BY COUNTRY, 2021

XX Population, m inhabitants, 2021

S

1.3

8.7
1,107 070
=
8.6 17.1 67.9
2.7
650 625 621 615 :
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65.2 1.9
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318 315
5.5
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CIVITTA source: Dealroom.co Google



ECONOMIC IMPACT, 2021

EMPLOYMENT

COMPANIES’ REVENUE

TAXES

SALARY LEVEL

INVESTMENTS

# of employees

annual EUR m

annual EUR m

Gross annual salary all taxes

included, EUR
VS average salary

annual EUR m

retrieved from Dealroom; Investment and Development Agency of Latvia

@ Estonia

8,200

1,400

125

41,600
x1.9

928

CI\/I TT/\ Source: Startup Estonia; Unicorns LT; CIVITTA analysis based on the dataset retrieved from Orbis; CIVITTA analysis based on the dataset

\ BALTIC STARTUPS ARE CREATING POSITIVE ECONOMIC IMPACT

6 Lithuania

13,200
1,800

200

37,000
x1.8

436

*Data as of 2020

450

25

31,000
x1.7

220
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\ EMPLOYMENT IN STARTUPS IS GROWING AT DOUBLE-DIGIT RATES IN ALL COUNTRIES

COUNTRY INDUSTRY
Manufacturing
e Wholesale and retail
Transportation
Estonia Startups

EMPLOYMENT, % OF TOTAL # OF JOBS

I 18.0%
I 12.0%
I 7.0%

CAGR IN THE # OF EMPLOYEES IN 2016-20, %

0% |
0% |
-3% B8

Manufacturing
Wholesale and retail
Transportation

Lithuania Startups

I 16.0%
I 16.0%
I 7.0%

10.8%

Manufacturing
Wholesale and retail
Transportation

Latvia
Startups

Cl\/l TT/\ Source: Startup Estonia; Unicorns LT; Investment and Development Agency of Latvia, Statistical departments in each country
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\ SALARIES IN STARTUPS TEND TO BE TWICE THE NATIONAL MEDIAN WAGE

GROSS ANNUAL SALARIES ALL TAXES INCLUDED, EUR K

Lithuania e

15.4

Manufacturing - 23.6
Wholesale and retail - 20.6

Transportation 23.8

Startups 41.6 37.2

NI ITT eI a———
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\ THE BALTIC STARTUP POTENTIAL FOR EMPLOYMENT IS PARAMOUNT

EMPLOYMENT IN STARTUPS AND TECH COMPANIES, % OF TOTAL JOBS IN THE COUNTRY, 2020

MORE MATURE ECOSYSTEMS
A

THE BALTICS
A

8.4%

Estonia Lithuania Latvia

@ @ <

CIVITTA source: Roland Berger Economic miracle 2.0, CIVITTA calculations GOOgle 11
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\ REACHING ISRAEL LEVEL TODAY WOULD MEAN 5+ TIMES HIGHER ECONOMIC IMPACT

POTENTIAL GROWTH OF THE BALTICS STARTUP ECOSYSTEM

Number of startups
. Potential economic impact on the Baltic economies
XX = #of unicorns
92 50 Y - |
| @ 3} i
9300 9300 i o |
# OF EMPLOYEES i
| |
i IN STARTUPS, K 27 . i
i [ 1
i 2021 2030 i
Y I
| |
| o |
i 1000 |
Potential growth of the ' TAXES M EUR i
Baltics ecosystem under : 350 i
optimistic scenario i ] }
! 2021 2030 }
L o o o ,,.,,——,——,——_——_———————— |
T I
| |
; | o |
g 1 i 8 500 i
'INVESTMENTS ‘
1300 1100 ! i |
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Y Y
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CIVITTA source: CIVITTA calculations AMBITION Goog|e 12
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\ BUILDING STARTUPS IS DIFFICULT

% OF SUCCESSFUL STARTUPS (I.E., HAVING MORE THAN 50 EMPLOYEES)

The average chance to
succeed for Baltic
startups is 4-5%... Total

increased 1.5-3 times if
a startup...

has attracted funding — 8%
has more than one founder _ 10%
has at least one serial founder _ 15%
|
|
|
|

has at least one foreign investor _ 18%

|
|
|
|
... though it can be i
|
|
|
|
|

CIVITTA source: CIVITTA analysis based on Dealroom data
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I

11%
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\ MAJORITY OF ECONOMIC VALUE IS CREATED BY A HANDFUL OF LARGE STARTUPS

- Share in total # of companies - Share in total employment

JOBS

REVENUE

S

43%

1%

Top 10
companies!?

77%

2%
Top 10
companies

24% I
N -
9%

Top 11-100
companies

18%

18%

Top 11-100
companies

90% 33%

Other
companies

80% 4%
—

Other
companies

S

1%

Top 10
companies

50%

2%
Top 10
companies

- Share in total revenue

28%

10%
]

Top 11-100
companies

38%

18%

Top 11-100
companies

Cl\/l TT/\ Source: CIVITTA analysis based on the dataset retrieved from Dealroom. Prior to the analysis, the dataset was cleaned.

88% 28%

Other
companies

80% 11%

Other
companies

o

59%

3%

Top 10
companies

64%

2%
Top 10
companies

29%

23%

Top 11-100
companies

35%

18%

Top 11-100
companies

1. Hereinafter, Top companies are those startups that have the largest

number of employees / revenue within the country

75% 13%

Other
companies

80% 1%

Other
companies
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\ MAJOR CHALLENGES FOR STARTUPS: LACK OF SKILLED MARKETERS, VENTURE CAPITAL

AND LACK OF TECHNICAL TALENT

THE MOST IMPORTANT CHALLENGES THE STARTUP ECOSYSTEM FACES IN YOUR COUNTRY, % of respondents

TOTAL AVERAGE e Estonian
n=108 n=41
Lack of skilled marketers to commercialize products 48%
Lack of VC money 42% 29%
Lack of technical talent 40% 41%
Lack of local demand for the product 26% T 24%
No adequate education system 17% I 15%
Lack of ambitious founders 16% 1 2%
Too many legal restrictions 15% 7%
Too much competition from larger foregin companies 11% e 12%
No supporting infrastructure for young companies 10% 12%
Lack of networking activities 9% M 5%
Lack of good ideas 4% 7%
Other 9% 10%

Cl\/l TT/\ Source: Startup survey answers “WHAT ARE THE MOST IMPORTANT CHALLENGES THE STARTUP ECOSYSTEM FACES IN YOUR COUNTRY?”

61%

6 Lithuanian

n=31
39%
45%
42%
e 26%
I 10%
I 19%
29%
I 13%
L 16%
6%
3%

13%

= Latvian

n=36
42%
53%
36%

I 28%
e 25%
I 28%

11%
8%
I 14%
I 17%

6%
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\ DATA ANALYTICS AND IT ENGINEERS ARE THE OCCUPATIONS THAT ARE HARDEST TO
ATTRACT

MOST DIFFICULT AREAS FOR FINDING TALENTS FOR STARTUP COMPANIES, (1 — easy, 10 — difficult)

TOTAL AVERAGE & Estonian @ Lithuanian & Latvian

n=108 n=41 n=31 n=36
oasarais/ | T T
machine learning / Al 7.3 73 7.3
developmen e D ECIE
development

Marketing

people are Sales and business
available, development _ 6.4 6.4 6.2

however, the
skillset is Product management _ 6.0
lacking & Project management )

Marketing

6.3 6.1

wu
o0
w
)}

Finance 4.6 4.8

P
o0

Administration 3.6 3.5 3.7

CIVITTA source: Startup survey answers “HOW DIFFICULT IS IT TO FIND TALENT FOR YOUR COMPANY IN THE FOLLOWING AREAS (1 — EASY, 10 — DIFFICULT)” Google 19



\ IT IS DIFFICULT FOR STARTUPS TO FIND AMBITIOUS AND LIKE-MINDED PEOPLE, MEET
SALARY EXPECTATIONS, OR ENSURE APPROPRIATE LEVEL OF SKILLS

THE DIFFICULTIES STARTUPS FACED WHILE HIRING EMPLOYEES, % of respondents

TOTAL AVERAGE &3 Estonian
n=108 n=41

I

Difficult to find and target ambitious and like-minded people - 52%

41%

Too high salary or social benefits demands of applicants

Lack of/inappropriate skills of applicants 38% - 34%
Poten'tlal employegs more attractgd to 339% 24%
work in well-established corporations

Need to invest a lot of time and money in reskilling 19% . 20%

CIVITTA source: Startup survey answers “WHAT DIFFICULTIES HAVE YOU FACED WHILE HIRING EMPLOYEES? (STRONGLY AGREE + AGREE)”

G Lithuanian

n=31

P
e
o

Q Latvian

n=36

-
P
m-
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Mature, well
known startup

Large established
corporate company

Medium-size regular
company

Small-size regular
company

Small, recently
founded startup

TOTAL AVERAGE
n=228

o) I I
o I I
o) I I

5.9

7.3

7.1

6.9

3

Q Estonian

n=46

7.2

6.9

6.8

3

5.7

\ EMPLOYEES WANT TO WORK AT A MATURE, WELL-KNOWN STARTUP

ATTRACTIVENESS OF COMPANIES TO WORK WITH FOR EMPLOYEES, (1 — not attractive, 10 — very attractive)

e Lithuanian
n=75

7.5

7.5

.9

6.5

CI\/I TT/\ Source: Employee survey answers “HOW ATTRACTIVE WOULD YOU FIND WORKING FOR THE FOLLOWING COMPANIES?” (1 — NOT ATTRACTIVE, 10 — VERY ATTRACTIVE)

@ Latvian

n=107

7.3

7.1

7.0

o
N

5.8
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\ HOWEVER, YOUNG STARTUPS FIND IT DIFFICULT TO ATTRACT EMPLOYEES

ASSUMING THE SAME CONDITIONS (POSITION, SALARY, BENEFITS, WORK HOURS ETC.), WHERE WOULD YOU PREFER TO WORK?, % of
respondents vs % of Large corporate company and HOW MUCH BIGGER SALARY SHOULD IT OFFER YOU TO CHOOSE IT OVER CORP.?

TOTAL AVERAGE Q Estonian e Lithuanian @ Latvian
n=1798 n=599 n=599 n=600

MR . [EREEN I -

startup

Corporate - 1.0 - 1.0 - 1.0 - 1.0
Small, recently founded - 05 - 05 - 0.6 - 05

startup

Salary premium to

switch from corporate - - - -
to small startup

Source: Employee survey answers, “ASSUMING THE SAME CONDITIONS (POSITION, SALARY, BENEFITS, WORK HOURS ETC.), WHERE WOULD YOU PREFER TO WORK?” and “HOW MUCH BIGGER SALARY
o
Cl\/l TT/\ SHOULD SMALL STARTUP OFFER YOU TO CHOOSE IT OVER LARGE CORPORATION? oogle
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\ CAN WE USE STOCK OPTIONS TO ATTRACT EMPLOYEES TO WORK FOR STARTUPS?

WHAT WERE THE MAIN REASONS FOR YOUR DECISION TO WORK IN A STARTUP FOR EMPLOYEES, % of respondents

TOTAL AVERAGE Q Estonian e Lithuanian @ Latvian

n=228 n=46 n=75 n=107
Flexible working policy 38% _ 30% _ 45% _ 36%
Higher career growth 33% _ 28% _ 32% _ 36%
Compensation package 31% _ 30% - 24% _ 36%
Interesting product 23% - 26% - 27% - 20%
Empowerment and freedom 22% - 20% - 15% _ 29%

24% 9% 2%

Employee stock options . 9%

CIVITTA source: Employee survey answers “WHAT WERE THE MAIN REASONS FOR YOUR DECISION TO WORK IN A STARTUP?” Google 23



\ STOCK OPTIONS ARE A POWERFUL TOOL TO ATTRACT EMPLOYEES IF THEY HAVE
KNOWLEDGE ABOUT THE SUBJECT

HOW KNOWLEDGEABLE ARE YOU ABOUT STOCK OPTIONS?, # of respondents

- Very important and Important Others

TOTAL AVERAGE Q Estonian G Lithuanian @ Latvian
n=1789 n=596 n=596 n=597

Very knowledgeable
and already
received

Knowledgeable but
don’t have practical
experience

| know something but
would like to learn more

| do not know how stock
options work at all

CIVITTA source: Employee survey answers “HOW KNOWLEDGEABLE ARE YOU ABOUT STOCK OPTIONS?” Go gle 24
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\ TOTAL VC FUNDING IN THE BALTICS HAS DRASTICALLY INCREASED SINCE 2017, WITH
ESTONIA AS THE CLEAR LEADER

TOTAL VC FUNDING RAISED IN THE BALTICS BY COUNTRY, 2010-22, M EUR

XX number of deals
ESTONIA e LITHUANIA 6 LATVIA :

241 58 98 106, (119, (103 55 183 36 53 93 62 79 19 130 40 30 37 42 26 12
1,115 1,100
291
216 221 219
200 169
143

18 22 17 23
2010- 2017 2018 2019 2020 2021 2022* 2010- 2017 2018 2019 2020 2021 2022* 2010- 2017 2018 2019 2020 2021 2022*
2016 2016 2016
LARGEST DEALS

Jwire  Twire Bglt Bglt Bglt Bglt B?It Vinded # cwon cityo& Vinled argyle Vinfed MyNORD.  TWINO ﬂ mintos Sonarworks mintos asprintruL € A

ssssssss
LIS

Cl\/l TT/\ Source: CIVITTA analysis based on the dataset retrieved from Dealroom. Prior to the analysis, the dataset was cleaned based on methodology described in the appendix slide GO gle 26
*as of August 2022



\ ESTONIA HAS RAISED THE MOST VC FUNDING PER CAPITA OF ANY COUNTRY IN EUROPE

VC FUNDING PER CAPITA BY COUNTRY, EUR, 2015-2021

' Startups based in Singapore in 2021 i
i raised more than double (~ € 13 billion) i
‘ \
| \

[
i Israeli VC investment activity
- was up 127% in 2021 in

- comparison with 2020,

- crossing the €10 billion mark

48 29
SGP ISR EE CHE UK NL FR DE LT Lv PL SK

C|\/| TT/\ Source: Dealroom report “Coming of age: Central and Eastern European startups”, Statista, Pitchbook, news articles of startup ecosystems in Israel and Singapore Google 27



\ AVERAGE ROUND SIZES HAVE BEEN INCREASING OVER THE YEARS

Estonia has higher average pre-seed

and seed round sizes, and more
AVERAGE ROUND SIZE THE BY REGION, M EUR, 2010-21 funding raised in other, bigger rounds

S S

ESTONIA LITHUANIA LATVIA
1.1
o) 0.8
S 0.6 0.6
(75)
w |.|'.| 0.4 0.3 0.3
v
(o
2010-2015  2016-2018  2019-2021 2010-2015  2016-2018  2019-2021 2010-2015
12.7
<L
[ 7.9
< 5.4
8 48 - .
& - ] - . 02
2010-2015  2016-2018  2019-2021 2010-2015  2016-2018  2019-2021 2010-2015
65.5 68.3
38.3 38.4
2010-2015  2016-2018  2019-2021 2010-2015  2016-2018  2019-2021 2010-2015

Cl\/l TT/\ Source: CIVITTA analysis based on the dataset retrieved from Dealroom. Prior to the analysis, the dataset was cleaned based on methodology described in the appendix slide

0.6

2016-2018

5.4

2016-2018

2016-2018

o

0.6

2019-2021

12.3

2019-2021

2019-2021

Google
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\ HOWEVER, MOST FUNDING ROUNDS ARE ASSOCIATED WITH SEED/PRE-SEED STAGE

SHARE OF DEALS COUNT AND DEALS VALUE, M EUR, 2010-21
Seed/Pre-Seed [ Series A [} Other

ESTONIA e LITHUANIA 6 LATVIA @

> 160 237 328 160 112 234 90 110 105
—
<
Ll
o)
o)
o) 86% 86% L 92% 87% 90% — 99% 90%
Ll
<
T
7 mm == B e e e —
20102015  2016-2018  2019-2021 2010-2015  2016-2018  2019-2021 2010-2015  2016-2018  2019-2021
225MEUR  745MEUR 1,791 M EUR 130 MEUR 250 MEUR 679 M EUR 30MEUR  67MEUR 270 MEUR
Ll
=) 23% 15% 13% 25% 17% 17% 17%
—
<
>
o 99% 91%
= % 73% 61%
&= 44% 6
§ 0
7 ]
2010-2015  2016-2018  2019-2021 2010-2015  2016-2018  2019-2021 2010-2015  2016-2018  2019-2021

Cl\/l TT/\ Source: CIVITTA analysis based on the dataset retrieved from Dealroom. Prior to the analysis, the dataset was cleaned based on methodology described in the appendix slide GO gle 29



\ MOST STARTUPS DO NOT PROGRESS FROM PRE-SEED / SEED STAGE

While EU and US funnels are

SUCCESS FUNNELS OF STARTUPS BY COUNTRY comparable to Baltic funnels,
methodology slightly differs

ESTONIA e LITHUANIA G LATVIA = EU 0 us —4
Nr of observations: 208 Nr of observations: 184 Nr of observations: 115
PRE-SEED/SEED 100% 100% 100% 100% 100%
SERIES A 13.5% 8.7% 4.3% 14.0% 21.5%
SERIES B 5.3% 2.7% 0.9% >> 5.5% 9.6%

SERIES E

SERIES C 5.8% 1.1% 0.9% - -
e G W w W W
— — — — —
v v v v v

SERIES F

Note: Success funnels built based on Dealroom data. Only startups which reported a Seed round in 2000-18 (incl.) are included into analysis. % indicates percentage of companies that
managed to get to the given round out of those which had a Seed round in the given period. Self-declared round names are used for the analysis

Cl\/l TT/\ Source: CIVITTA analysis based on Dealroom data GO gle 30



\ MAJORITY OF FUNDS GO TO FEW SELECTED WINNERS IN EACH COUNTRY

VC FUNDING RAISED BY TOP 10 COMPANIES IN BALTICS BY COUNTRY, AS OF AUGUST 2022, M EUR

ESTONIA

Bolt  Food, Transportation
Wise Fintech

Veriff Identity verification Saas
Monese  Fintech
Skeleton Tech.

Energy

Starship Tech. Robotics,
Transportation

Pipedrive Marketing, SaaS . 87
Metaverse
Ready Player Me olatform I 56

Bitlevex BTC platform
Eurora Solutions security [ 40

Other 493

85% of total funding attracted by TOP 10 companies

LITHUANIA

S

Vinted Fashion
CityBee Transportation

Nord Security Security

TransferGo Fintech

Kevin. Finech 77
. . Security

Zenith chain Slockchain I 35

Yplan Event tech I 34

Interactio Event tech, SaaS I29

Pvcase Energy I 21
Argyle saas |21
Other 218

79% of total funding attracted by TOP 10 companies

Cl\/l TT/\ Source: CIVITTA analysis based on the dataset retrieved from Dealroom. Prior to the analysis, the dataset was cleaned based on methodology described in the appendix slide

LATVIA

Printful Fashion, Marketing

Lokalise saas I 51
Printify Marketing, Saas I 45
Mintos FinTech | 15

LightSpace Tech. Gaming, Health | 13
Sonarworks Music | 12
Eco Baltia Energy | 10
Aerones Robotics, Transportation | 9
RoutedGas Energy, Transportation | 9
Twino FinTech | 8

Other 80

79% of total funding attracted by TOP 10 companies

Google ' 31



\ FOREIGN CAPITAL IS CRUCIAL IF STARTUPS WANT TO RAISE HIGHER VALUE ROUNDS

SHARE OF FOREIGN VC FUNDING DEPENDING ON THE DEAL SIZE, AS OF 2021

ESTONIA e LITHUANIA e LATVIA Q

esto e Ly
0-1 M EUR . 19% 0-1 M EUR . 14% 0-1 M EUR - 37%

1-2 M EUR - 42% 1-2 M EUR - 41% 1-2 M EUR - 37%

2-3 M EUR 65% 2-3 M EUR 63% 2-3 M EUR 32%

3-10 M EUR 62% 3-10 M EUR 69% 3-10 M EUR 49%

10-50 M EUR 69% 10-50 M EUR 86% 10-50 M EUR 67%

C|\/| TT/\ Source: CIVITTA analysis based on the dataset retrieved from Dealroom. Prior to the analysis, the dataset was cleaned based on methodology described in the appendix slide GOOgle 32



\ IT TAKES MORE THAN 20 ATTEMPTS TO GET FUNDING — MORE PERSISTENT STARTUPS

ULTIMATELY GET FUNDED
HOW MANY VENTURE CAPITAL FUNDS/ BUSINESS ANGELS/ OTHER FUNDS DID YOU HAVE TO APPROACH TO CLOSE LAST ROUND, % of
respondents

TOTAL AVERAGE e Estonian e Lithuanian @ Latvian

n=108 n=41 n=31 n=36

___________________________________________________________________________________________________________________

__________________________________________________________________________________________________________________

0-5 companies - 27% - 24% - 32% - 26%
5-10 companies - 15% - 20% . 12% - 13%

10-20 companies - 14% . 12% - 24% I 4%

20-50 companies - 16% - 20% . 8% - 22%

>50 companies - 27% - 24% - 24% - 35%

CIVITTA source: startup survey answers “HOW MANY VENTURE CAPITAL FUNDS/ BUSINESS ANGELS/ OTHER FUNDS DID YOU HAVE TO APPROACH TO CLOSE YOUR LAST ROUND?” Google 33



\ SUCCESSFUL EXIT IS AN IMPORTANT SOURCE OF CAPITAL FOR FURTHER STARTUP
CREATION

Baltic startups have produced 75 exits; the value of the exits is at least EUR 15 billion

Exits Exits with disclosed value Total disclosed exits value, M EUR

D
SN

Estonia

5 I 1,275

2 184

Lithuania

Latvia

0P

C|\/| TT/\ Source: Crowdsourced lists in each country

34



\ FLYWHEEL EFFECT — SUCCESS BRINGS SUCCESS

PayPal Mafia

Peter
Andrew Thiel Elon
McCormack Musk
Ken Max
Howery A Levchin Successful
ﬂ @ companies
Chad ’ Valar Stripe - Tesla Reid
Hurley Ventures Hoffman
e Joyent
Avant ZocDoc SO
Affi
Roelof o Y SpaceX Luke
Botha s Evernote Soffirs & Nosek
Fund
Clarium Facebook
o Pinterest
Quora L q
S ol e P oot Talents Knowledge Large exits
Simmons ¥} - Banister
Yammer
YouTube Postmates -
500 Startups
Jason b Twilio Dave
uare
Portnoy q o McClure
: Palantir
) Airbnb 3
\\f’;l?nagn Eventbrite ~_Udemy 5 ng;igi\s Venture capital &
’ Angel Investors
Steve Jeremy
Chen Stoppelman
David O. Jawed
Sacks Karim

CIVITTA Google ' 35
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\ THE BALTIC POLICIES AND REGULATIONS ARE GENERALLY FAVORABLE FOR STARTUPS

POLICIES AND REGULATIONS IMPACT ON MAJOR GROWTH DRIVERS FOR STARTUPS, REGULATION VS OUTCOME

Assessment of Assessment of Favorable regulation/ Moderate improvements Lacks proper regulation /
regulation outcomes outcome in place can be done - outcome, action required

MAJOR GROWTH DRIVERS Estonia ~— Lithuania - Latvia —

General business environment

Innovation policy

Growth
Support
mechanisms

Local talent

Foreign talent

Stock options

Corporate
governance

% Funding

IP protection

00000 O®
00OV ®
V0OV O®

Cl\ll TT/\ Source: CIVITTA analysis, interviews with ecosystem players GO gle
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\ INCREASING NUMBER OF POLICIES AFFECTING STARTUPS ARE BEING DEVELOPED ON

EU LEVEL

KEY POLICIES & REGULATIONS AT THE EU LEVEL

XXX —in force; XXX — in progress as of now

Digital services

¢ E-Commerce o

Directive (ECD) o

Digital Services
act (DSA)

®
@ Digital markets [ ]
act (DMA)

@ c:usingle

Digital

Gateway

Regulation

\ 4

Directive on
Copyrightin
the Digital
Single Market

Cl\/l TT/\ Source: CIVITTA analysis

. Effect on Operational ‘ Effect on Operational activities Facilitation without a direct
activities for all startups for major groups of startups effect

Artificial Consumer .
Data . . IP protection
Intelligence (Al) protection
GDPR €& Alact @ New Deal for @ intellectual
Data Consumers property
Governance package action plan
Act
Data Act

Environment
and transition

EU Green Deal
Fit for 55

Circular
Economy
Action Plan

European
Industrial
Strategy

Industry 4.0
CSRD
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\ HOWEVER, STARTUPS LACK AWARENESS OF THOSE POLICIES AND THE IMPACT THEY
MIGHT HAVE FOR THE FUTURE OF COMPANIES

LEGISLATION AWARENESS (I HAVE HEARD OF IT), % of respondents

TOTAL AVERAGE
n=108

E-Privacy Regulation - 52%
Data Act / Data Governance Act - 51%
Digital Markets Act (DMA) 43%
Digital Services Act (DSA) 37%

Artificial Intelligence Act (Al Act) 31%

Cl\/l TT/\ Source: CIVITTA analysis

Q Estonian

n=41

59%

54%

51%

39%

29%

e Lithuanian

n=31

52%

52%

35%

35%

42%

44%

47%

39%

36%

22%

Google
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\ COMPLYING WITH EU REGULATIONS MIGHT BE A CHALLENGE FOR BALTIC STARTUPS

HOW BIG OF A BURDEN IS IT TODAY OR WOULD IT BE IN THE FUTURE FOR YOUR STARTUP TO COMPLY WITH THE FOLLOWING EU
REGULATIONS AND NEW CIRCUMSTANCES? MAJOR ISSUE + ISSUE, % of respondents

TOTAL AVERAGE e Estonian e Lithuanian : Latvian
n=108 n=41 n=31 n=36

» - -
o e - .
EX|st.|ng .dlfferent VAT thresholds, rates and 549 44% 24% 47%
application methods

Upcoming obligations for all o o o o
platforms in the DSA 38% 34% >5% 28%

CIVITTA source: CVITTA analysis Google 40



\ AGENDA

INTRODUCTION

ECOSYSTEM IN NUMBERS AND ECONOMIC IMPACT
STARTUP SUCCESS RATE

CHALLENGES FACED BY STARTUPS

CHALLENGE 1 — TALENT

CHALLENGE 2 — FUNDING

REGULATORY ENVIRONMENT

CIVITTA

Google
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\ RECOMMENDATIONS - FOR STARTUPS

STARTING A
COMPANY

TALENT POOL

FINANCING

NETWORKING AND

BUSINESS
ENVIRONMENT

CIVITT/ source: CIVITTA analysis

Be resilient. Building startups is difficult — only a handful of companies succeed. Having a co-founder will double your
chance of success. Having a serial co-founder might triple your success rate.

Follow well known startup development guidelines: find an area where you are passionate about, hire A-level team,
develop an MVP, talk to customers, focus on sales, be prepared to pivot, grow fast and fail fast (if needed!).

Think about international markets from the beginning. The most successful startups in the Baltics grew big due to ability
to conquer foreign markets. Leverage global digital platforms to achieve growth.

Hire the most competent team, use stock options to attract the best talent, and compensate generously. When handing
out stock options, make sure everyone is educated about their potential value and implications.

Obtain specific know-how and people with relevant experience and skills from companies that have been in similar
situation before. Having serial founders in your team can double or triple your chance of success.

Seek mentoring, help, and assistance from serial founders. Ideally have them as angel investors to unlock connections to
VCs, talent, and know-how.

Raise venture capital money. Yes, there are successful startups without VC money, however, if you raise VC money you
have 2x higher success rate.

Ask for introductions from established and well-connected startup founders. Leverage network of startups in the local
ecosystem to get intros to VCs.

Be persistent. It takes 20-30 meetings with VCs to get funding. Demonstrate results. Startups with a ready product and
demonstrated commercial traction will get funded eventually.

Share successes and failures within community and learn from others. Exchanging experiences with others is beneficial.
Share and seek advice locally and from international peers to avoid Galapagos syndrome.

Engage actively in the EU level policymaking process as it is increasingly defining startup business environment in
Europe and globally. Continue leveraging proximity to policy makers on national policies.
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\ RECOMMENDATIONS — FOR POLICY MAKERS

FUNDING AND

FINANCIAL
INCENTIVES

TALENT

DIALOGUE &
ENGAGEMENT

CIVITT/ source: CIVITTA analysis

Provide additional sources for venture capital money. VC funds in the Baltics are relatively scarce and governments can
play an important role in providing initial funds or offering tax and other incentives.

Create incentives for private angel investors to be more active in the ecosystem, such as Co-investment Fund Scheme in
Lithuania.

Attract prominent international VC funds to establish presence in the Baltics. This could help close the later stage funds
availability gap.

Provide funds for product commercialization. There are funds for scientific R&D support, however, funds to
commercialize products are not as widely available.

Develop financial incentives (e.g. stipends) to increase the available talent pool by directing students into areas with
shortage of necessary skills. Organize workshops and seminars to educate high-school students about lucrative fields.

Create specific training programs to help startups close the talent gap. For example, establishing a focused tech program
or growth hacking / marketing program.

Double down on efforts to attract foreign talent , such as e-Residency and startup visas. Invest in long-term
infrastructure to retain foreign talent.

Create favorable regulatory environment to enable startups to offer stock options to employees. Options are an
important tool especially for small startups to attract the best talent.

Engage with the startup community more broadly to hear their view on upcoming EU regulation and regulatory changes.
Governments and startups should be informed about upcoming changes, prepare for them, and provide suggestions on
how to shape future regulations.

Help startup community in monitoring and engaging with EU policy developments, just as they are doing on national
policy issues.

Create a list of all relevant info about VCs and funding sources to save time for founders when searching for funding.

43



C I \/ I T T /\ Commissioned by o




