Startup
Investment ...

CHALLENGING TIMES PROMOTE EARLY STAGE INVESTMENT

PURPOSEFUL INNOVATION REMAINS STRONG

SOLVING THE WORLD’S BIG PROBLEMS MEETING THE MARKET:

MEANS STAYING THE COURSE EARLY-STAGE STARTUPS GAIN TRACTION
WHAT THE GROWING WITH PURPOSE:

DATA SHOWS PIONEERING TECH TAKES THE NEXT STEP

pw

6 o

ON CAPITAL PARTNERS
N D

|
I ((
\\) ANGEL NZ GROWTH



ONE | STARTUP INVESTMENT

Challenging
times promote
purposeful
innovation ¥

Welcome to the Spring 2022 edition
of Startup Investment

This edition feels aligned to the season, with opportunities
sprouting up, and our New Zealand entrepreneurs and
investors planting the seeds for a thriving future. Despite
challenging market conditions, with high levels of caution

in traditional markets, in the first half of 2022 early stage
investors funded 66 deals with a record $74.4m invested.
This builds on the momentum of 2021, and is where we want
the New Zealand startup ecosystem to be — supporting our
existing startups and helping new ones take root.

What'’s great to see is investors identifying and supporting
startups with a clear purpose and connection to their
customers. By reimagining how things can be done,
these companies can demonstrate clear value, resulting
in a strong economic and social impact. It’s this that
enables growth in times of market uncertainty, and it’s
refreshing to see Veronica Harwood-Stevenson, founder
and CEO of Humble Bee Bio comment on the “upturn

in the philosophical and moral understanding of capital
deployment,” as a trend in investment that will endure well
beyond the current market downturn.

In this edition, we take a look at how market conditions
are impacting Kiwi startups — with some interesting and
overwhelmingly positive outlooks. We speak with FTN
Motion and NZ Functional Foods - two very different
companies that have overcome challenging marketing
conditions to secure funding, due to their market appeal.

In this edition, we
take a look at how
market conditions
are impacting Kiwi
startups — with some
interesting and
overwhelmingly
positive outlooks.

We also explore the journey of two established startups,
BioLumic and Humble Bee Bio, who talk about how having
a clear purpose and connection to their customers has
helped them to secure next stage funding.

All the companies featured in this edition are tracking

to create value for their investors, their customers, for
Aotearoa and beyond. What better reason to continue to
support our startup ecosystem to ensure a thriving and
prosperous future for all.

NADINE WILLIAMS
DIRECTOR, PWC
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Solving the world’s
big problems means
staying the course ¢

In New Zealand and around the world, last year was a
record year for investment in startups. In Aotearoa we
experienced a 60% uplift, both in terms of ‘dollars’ and
‘deals’, on the previous year.

As | noted at the time, this level of growth, while exciting
for startups and investors, is not sustainable year on
year, especially in New Zealand where our venture capital
markets and pipeline of startups is still relatively nascent.

| went on to make the point that while it has taken us about
15 years to invest a billion dollars in startups, we needed
to invest the next billion in 5 years to ensure we were
generating the value expected of the asset class. For this
to be the case we need to sustain at least the level of
investment experienced in 2021.

Our first half year data — with 66 deals and over $74m
invested — suggests we are on track to do so. And this is
despite global markets experiencing a significant reset for
the range of reasons we are all familiar with. We need to
stay the course in our commitment to backing the incredible
range of startups being created by Aotearoa based
founders who are solving the world’s big problems.

Scaling a startup to the value inflection point where
investors see returns takes between 5-10 years, sometimes
longer, especially for deep tech opportunities. And it is
inevitable that as startups scale over this time frame,

they will experience, and have to navigate, changing
economic contexts.

In boom times or bull markets it’s easier to raise capital,
valuations are higher and there is generally a higher
cadence of trade sales and IPOs. But recessions or
bear markets also have an upside for those building and
backing startups:

e investors tend to make value based decisions (versus
momentum based decisions where it’s all about growth),

e startups being founded or scaling during bear markets
are truly creating products and services the world needs,

e these startups are then in a unique and powerful position
to take advantage of the next boom period and thereby
amplify their value and returns,

¢ and labour tends to be cheaper.

The approach to scaling a startup during tougher economic
times is different:

e capital strategies need extra careful attention — being
really clear about how much capital is needed to achieve
each value inflection point,

e being super conscious where and how revenue will be
generated, sooner than you might during a bull market,

e deeply understanding where and how your stakeholders
want to see value being created and shoring up that
value, and

* being more attentive than you might in boom times to
relationships and transparency.

Now is not the time to be dialling back our attention and
support for startups. If anything, now is the time to be
doubling down on startup investment; the world even more
desperately needs big problems solved, and people are
even more focused on finding better, more cost effective,
more planet friendly, more people friendly products

and services.

&

SUSE REYNOLDS
CHAIR, ANGEL
ASSOCIATION NZ
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Startup investment trends

The latest Young Company Finance deal data shows that in the first half of 2022, a total of 66 deals were funded by Early Stage
Investors' with a record total of $74.4m capital funding provided. This represents the same deal volume, with a 24% increase in
dollar amount for the same period in 2021. While the split in the number of new and follow on deals is identical to H1 2021, the
new deals made up 57% of the funding in dollar terms (compared to just 29% in H1 2021).

Deep Tech? continues to be a favourite sector for investors, accounting for 44% of total capital funding during H1 2022.
Software was the second most significant sector with 40% of investment. Among the Deep Tech sub-sectors, Pharmaceuticals
& Biotechnology attracted the lion’s share of the funding (48%), followed by AgTech (22%).

1 Early Stage Investors refers to angel investor groups or funds, incubators, university funds and early stage co-investment partners of NZGCP.
It does not include venture capital investment.
2 Deep Tech includes Pharmaceuticals & Biotechnology, Agtech, Cleantech, Climatetech, Spacetech and Healthtech.

TOTAL INVESTMENT PROVIDED BY EARLY STAGE INVESTORS DURING H1 2006 - 2022
® CAPITAL INVESTED = NUMBER OF DEALS

80,000 70

70,000 /\ 60
60,000 VAN
\/ \ / 50 Z
=
_ P =
- 50,000 \/ ~—_/ ®
5 40 7
= b}
S 40,000 o
©
©
z / 30 ©
= lul
30,000 >
e
(2]

20

20,000

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

NEW AND FOLLOW ON DEALS COMPLETED BY EARLY STAGE INVESTORS
DURING H1 2006 - 2022

® NEW DEALS @ FOLLOW ON DEALS

70

60

50

40

30

NUMBER OF DEALS

20

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022



STARTUP INVESTMENT | FOUR

During the first half of NEW AND FOLLOW ON CAPITAL PROVIDED BY

EARLY STAGE INVESTORS DURING H1, 2006 - 2022
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Early stage investment
remains strong +

During the first half of 2022, the early-stage technology
sector proved remarkably robust considering the
turmoil in the public markets and the well documented
uncertainty currently facing the global economy.

The ecosystem experienced record growth in 2021 and at
the time we cautioned that gathering economic headwinds
may impact the growth trajectory in 2022 and beyond.

We did not see a continuation of the record growth in the
first half of 2022, but encouragingly growth did continue.
The amount of investing increased by 24% to $74m when
compared the first half of the prior year, whilst the number
of deals completed remained constant at 66.

The current economic challenges are not over and may take
some time yet to have a full effect on Aotearoa’s early-stage
technology ecosystem. We have seen a larger impact on
later stage Venture Capital markets with investments closer
to liquidity. We would expect those effects to trickle down to
some extent into earlier stage investments over the coming
months. Economic downturns have, in the past, led to golden
periods for technology startups, as increased availability of
talent and rising need for innovation places these companies
in a unique position to disrupt old ways of doing business.
We are hopeful that the long-term nature and disruptive value
propositions offered by these startups will reward investors
with continued exposure to this asset class.

We expect that startups that are hitting their milestones will
be able to raise follow-on capital, as investors potentially
consolidate and prioritise existing investments. The challenge
over the coming months will be to ensure the pipeline of new
investments remains strong and well capitalised to deliver
the outsized returns to the economy, and the needed societal
and climate impact over the next 5-10 years.

e

JACQUES RICHTER
ASSOCIATE INVESTMENT
DIRECTOR, NZGCP

The challenge over
the coming months
will be to ensure

the pipeline of new
investments remains
strong and well
capitalised to deliver
the outsized returns to
the economy, and the
needed societal and
climate impact over
the next 5-10 years.
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Meeting the market:
early-stage startups

gain traction ¥

Having the right product at the right time will get investors across the line, regardless of
market conditions. FTN Motion and NZ Functional Foods are two very different early-
stage companies that have overcome challenging environments to secure investment.

FTN Motion

Most New Zealand startups in existence right now kicked
off well before the Covid-19 pandemic and already

had some reputational runs on the board in terms of
development. That’s not true for Kendall Bristow and Luke
Sinclair who founded FTN Motion in Wellington after we all
started wearing facemasks and doing RATs.

The engineers designed and built a prototype electric
motorcycle - legally a moped - that has created huge
interest. Called Streetdog, the EV has a range of about
100km per charge and, depending on the electricity rate,
costs less than $1 to top up.

&

KENDALL BRISTOW
FOUNDER
FTN MOTION

&

STEVE THORNTON
DIRECTOR AND CHAIR
FTN MOTION

Generating early interest

Flying in the face of any suggestion of a financial downturn,
the pair loaded their creation in a car and shopped it around
“most of the angel investor groups in New Zealand.”

“We had a hard time because it is a physical product and
software seems to be all the rage at the moment. A lot of
investors were asking about our IP and had concerns about
our product being copied.”

Kendall explains that “a couple of dudes with a bike in a
car” didn’t get the traction they’d hoped for, but after some
time in the Creative HQ incubation programme they were
connected with Angel HQ.

“That’s where we ended up pitching and that’s also when
Steve came on board as our champion.”

That’s investor Steve Thornton, who says his background
with EVs, the electricity industry and climate change policy
ensured he developed an interest pretty early on.

“We ended up raising our first round with a decent proportion
of Angel HQ funds and a bunch of private investors, but there
was still a bit of trepidation,” Kendall says.

Steve agrees.

“Covid was an interesting period because it did look like
it was going to be difficult to raise money. But then as we
progressed, with all the money that was being pumped in,
and all the assistance being provided by the government,
the economy shot ahead,” he says.

“By the time that Kendall and Luke were raising the seed
money, the conditions were reasonably good.”



STARTUP INVESTMENT | EIGHT

Firing up investment IS/\(I IS/\(I
At this point, the team caught a lucky break with some well-
timed publicity in mainstream media. 2\/& l)\/gl

“We were struggling to attract investors,” says Luke, “but

we ended up having an article in Stuff and that made all the
difference to us.” I%’\(I l%/\(l
What followed were pre-orders, more than could be 2\/& 2\&

immediately fulfilled, which provided product validation and
fired up investors, making the first round easy to complete

for the fledgling company. '3/\(‘ 'y\gl
A second top-up round soon followed. 2\ /g' 2\ ,g,

“Before that round even started, an existing investor came
on board and put up half of the raise.”

Other early investors also contributed more, along with a I%’\(I S"(‘
couple of new additions. 2\,& Iz\,gl

A third round in the second half of this year was

over-subscribed.
“That was an interesting problem to have. We increased the IS,\(‘ S"(I
raise, but we ended up having to turn investors away.” |2\ ,&l 2\ /gl
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Ultimately,.people

were.blown.away.by
the product..Another

important.factor
was.evidence.of.the
product’s.market
fit.. The fact.thatwe
were.generating.so
much.interest.and
had.so.many.orders
coming.through
=thatreally.helped
to.glve.investors
some.assurance
thatthe guys.were
on.to.something.

Steve explains that early scepticism about manufacturing in
New Zealand and competitiveness has since faded away.

He adds that early investors typically exhibit a preference,
and a bias, towards software development here rather than
making hardware.

“Ultimately, people were blown away by the product.
Another important factor was evidence of the product’s
market fit. The fact that we were generating so much
interest and had so many orders coming through — that
really helped to give investors some assurance that the guys
were on to something.”

Now, with a small team on board focused on developing
future markets, the company is following up on fulfilling its
first 100 orders in New Zealand this year and preparing for a
second tranche of 70 pre-orders to be built next year.

Beyond New Zealand, the company has set its sights
on European cities with a view to supplying in excess of
10,000 units per year by 2030.

Steve and Kendall say part of the reason investors have
shunned any doubts about writing cheques during a period
of economic unrest is because of the inherent appeal of
the product, solid evidence of market-fit, and the size of the
potential market.

Steve notes there are two key trends that help to make the
company attractive. One is the rise of electric vehicles over
internal combustion engines, and the other is customers
starting to favour two-wheeled transport over four.

Streetdog is billed as an urban transport solution, and once
the 170 New Zealand orders are filled, Europe is next.
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New Zealand exporters are incredibly adept at navigating changing
global conditions. In large part, this is due to the Kiwi modus
operandi. Time and again our startup teams and exporters create

and sell goods and services that are genuinely and inherently
valuable; that the world really needs. Kiwis then build depth and
resilience into the value of those goods and services through authentic
relationships with all the players in their product’s ecosystem.

Our focus on value, and on deeply understanding where and how
a product or service meets the needs of the customer, means that
New Zealand often outsmarts and out performs international competition.

New Zealand Trade and Enterprise, and especially our investment
team, is working hard to ensure that levels of investment in

our startups are maintained. After all, it’s our startups that

are the engine room of future growth and job creation.

New Zealand’s early stage capital markets are in a strong position
relatively because they resisted the valuation hype over the last few years
in offshore markets and made strong investment decisions. Generally
their portfolios are not as affected as offshore funds and they have
capital ready to deploy in great opportunities backed by great people.

Brand New Zealand is well recognised and respected globally, and
we are committed to ensuring that those who invest in New Zealand
do good and do well ... for New Zealand and for the world.

e

TERRY ALLEN
INVESTMENT DIRECTOR,
COMPANIES, NZTE




ELEVEN | STARTUP INVESTMENT

New Zealand Functional Foods

Another startup with equally grand ambitions is Southland-
based New Zealand Functional Foods.

The company was formed from an idea 12 years ago to
improve arable farming returns and create better land use
in Southland.

Acting CEO Roger Carruthers says the concept follows
recognition that continued intensive dairying in the region at
current levels probably wasn’t sustainable.

An alternative is to grow oats, which Southland is
particularly good at.

Converting a farm to crops is one thing, however, turning the
harvest into something marketable is an entirely different
challenge, and expensive.

“Very quickly conversations turned to the production of oat
milk as an alternative land use, but unfortunately it was an
idea that didn’t have any capital,” Roger says.

Gaining backing

Initially, the team behind the idea pitched to the
government’s Provincial Growth Fund, but without other
investment to match there was no progress. There was
also a lot of work done with the Southland Regional
Development Agency — now Great South.

“At the end of 2020, Sir Stephen Tindall and K1W1 became
interested. That provided the seed capital and enabled us to
establish a commercial board.”

At the same time, Great South also became an investor
based on its earlier time and commitment put into the
project. Great South holds a 49% stake in NZFF, and K1W1
the balance with a $2 million contribution.

With that, NZFF could plan and design a factory and scope
out potential sites for development in preparation for its
first funding round. As a result, the Ministry of Business,
Innovation and Employment has now backed the project in
principle with a $6 million contribution.

K1W1 put forward Wanaka-based Monique Kelly to the
NZFF board. She is the co-founder of Wao, a non-
profit created to inspire and enable communities to
adopt more sustainable practices; and Revology which
uses natural fibre composites to make products from
sustainable materials.

She explains K1W1’s approach with NZFF is about enabling
an entire industry to make plant-based beverages for both
domestic and international markets, keeping New Zealand
at the forefront of food innovation.

And those markets are growing, even faster than the
business plan has allowed for.

In the two years between 2017 and 2019, the domestic
market for plant-based milk tripled to nearly $150 million.
It’s grown even since then.

Roger explains most of the oat milk used by New Zealand
brands is imported, yet New Zealand is capable of
producing more oats than it can ever use.

What'’s missing is a lot of stainless steel put together in a
way that creates a versatile factory to produce what the
entire domestic market can use, as well as innovate and
explore other plant-based beverage alternatives.

As the company goes to the investment market, it’s
ultimately seeking $60 million to build the plant and provide
working capital.



Building a customer base

Working to entice investors, Roger says the company has
already secured memorandums of understanding with six
New Zealand oat milk brands which either buy in product
from overseas — sometimes from Europe, or intend to
launch a brand in New Zealand.

“When we are operating, they’ll switch to us. And others
are already enquiring. This means from when we start, we’ll
have customers.”

To add more value, the company will ultimately create its
own oat milk brand and products, as well as explore other
plant-based beverage alternatives.

“We very much want to be a seed to cup company and you
can’t do that unless you’ve got your own brand. That also
means we can capture a lot more value,” Roger says.

For Monique, NZFF is an example of where New Zealand
should be heading.

She says consumers are becoming more conscious about
the environment and as a result, the plant-based beverage
base is growing fast.

“Also, at farm level, there is a move to diversify,” she says.

“This is where the project has really started from. It’s
looking at our soil and climate and seeing what we can grow
best here.”

Part of the solution

Monique points out that globally, regulations designed to
curb climate change are impacting food producers of all
kinds, and they will happen in New Zealand too.

“We need to find options for what we’re growing and how
we’re growing it. It’s about future-proofing. While it’s not the
only solution, it’s one that’s helping to pivot our food system
and provide value for primary producers.”

New Zealand needs to be part of that change or be left
behind and, according to Monique, many other countries
are leaping ahead, including parts of Europe, the UK and
also the US.

“We need to be up there with innovation and, while it’s a
significant investment in this project, it’s not when you look
at what the impact can be.”

TWELVE

Already there is investment interest from funds that have a
strong ESG element to them.

“They’ve already got a pre-condition that their funds are
going into investments that have a strong environmental and
social impact.”

Environment-positive investments are becoming
mainstream, Monique says, and often a requirement rather
than just achieving portfolio balance.

“If you’re looking at where the hockey puck is going,
investments like this are becoming mainstream and quite
quickly. There’s way more risk looking at fossil fuel-intensive
industries than there is investing in us.”

Add in New Zealand’s providence story, more consumers
“looking under the hood” of the products they buy, and
better understanding of what good nutrition looks like and
Monique is struggling to see any downside.

“This is because functional food isn’t a luxury, it’s one thing
that everyone needs.”

NZFF has opened a data room and presented an investment
memorandum, and is talking to potential investors as well as
seeking a strategic partner.

The plan is for NZFF to be up and running by the end of
2023, with a capacity to produce 40 million litres of product
a year initially. A goal of being carbon neutral by 2025 is also
set right across the value chain.

&

ROGER CARRUTHERS
ACTING CEO
NZ FUNCTIONAL FOODS

e

MONIQUE KELLY
DIRECTOR
NZ FUNCTIONAL FOODS
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Growing with purpose:
pioneering tech takes

the next step

Having a clear purpose and connection to their customers has helped science-based
BioLumic and Humble Bee Bio weather market conditions and evolve into established
startups. We speak with them as they secure next stage funding for their ventures.

BioL.umic

Capital consciousness is always part of the discussion,
according to BioLumic founder Dr Jason Wargent.

Programming plants with light is the premise behind Kiwi
startup BioLumic. In short, the team at the Palmerston
North-based company has harnessed UV light to improve
plant health, growth and yields for a variety of crops without
adding chemicals or using genetic engineering.

In June, the company closed its series B funding round,
raising USD$13.5 million to be spent on accelerating
commercial growth.

Jason and investor Dean Tilyard from Finistere Ventures
believe funding targets might not have been met if the raise
was launched just a few months later.

“It’s quite surreal,” Dean says. “It’s really been up and down
being in a startup. If you think about the latest stage of the
economy compared with the previous two years, we had
Covid come and investors basically battened down the
hatches, before embarking on the largest expansion of
private investment in history over the next two years.”

“We’ve had some shocks this year and now we’re in
uncharted waters, so it’s very hard to pick.”

Being purposeful

Using science to better feed the world, Jason says the
BioLumic team is clear on the company’s purpose and how
valuable capital is for it to continue on its journey, particularly
given the turbulent world situation in terms of food security.

“That sense of purpose, our mission, outstrips any macro-
economic situation that’s occurring,” Jason explains. “Our
path has a clear purpose and that will outlast any particular
sentiment in the market at any one time.”

However, both he and Dean say that the realities of the
economy and the gaze of investors — and future investors —
remain an important consideration.

“Following the series B raise, our platform has to
demonstrate clear value to investors,” Jason says.

Dean adds that everyone within the company is aware of
the challenges with capital and understands what they’re
working with, which means everyone is looking for an
opportunity to make the best use of the runway and take a
conservative approach to spending.

“It’s a capital scarce environment, so runway is very important
to the company. We have limited funding in some areas
as part of our response to the economic climate right now.”

Prioritising innovation
The pair are happy with the result of the funding round — it

was within the sought-after range — but they’re making no
assumptions that further capital will be easy to achieve.

“Every dollar is a soldier,” says Jason. “We’re always
thinking that way, and you have to keep that tactical
reappraisal all the time when investing your investor’s
money to grow a company,” he says.

It’s not just about operating with constraint — or restraint -
though. Jason says the current economic climate induces
creativity which can lead to innovation.



FOURTEEN

That sense of purpose, our mission,
outstrips any macro-economic situation
that’s occurring. Our path has a clear
purpose and that will outlast any particular
sentiment in the market at any one time.

“That can sometimes get you to a more insightful, more (
efficient way of doing things better than if you just spend a
bunch of money on something.” JASON WARGENT

Dean adds it’s important to recognise that more than just FOUNDER & CSO
the capital markets are impacted by current constraints and BIOLUMIC
future concerns.

“It’s the markets, our customers and partners as well.
They’re all going through the same issues as us, looking at

their business and prioritising.” e

DEAN TILYARD
DIRECTOR
BIOLUMIC
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Humble Bee Bio

How investors prioritise is a key factor for Kiwi deep tech
company Humble Bee Bio, which has a bold but crucial
objective to create a more sustainable alternative bioplastic
to replace current harmful plastics.

The company is focused on recreating the biology of the
Australian masked bee. Unlike honey bees, they are loners,
don’t produce anything we can smear on toast, but instead
create a nesting material with many properties in high-
performance plastics.

By understanding the bee’s genetic code, the team is
working to recreate its nesting material using a process

of synthetic biology. The resulting high-performance
sustainable bioplastic aims to compete in multiple markets,
such as sustainable fibres and durable water repellent
finishings for textiles.

Humble Bee founder and CEO Veronica Harwood-
Stevenson explains that unlike software, science cannot be
bootstrapped. It is expensive — for example it takes much
longer than shipping an app - so it can be challenging to
inspire confidence in an early-stage company.

“There has been a shift from investors on what pre-monies
are appropriate for early-stage businesses, especially for
deep-tech companies, in terms of making sure their cap
table is viable for the subsequent rounds required to get
their technology to market.”

Some deep tech companies that spin out from university
research have advantages provided by the early tertiary
institutional input, although this can create cap table
challenges. However, these spin outs can be more attractive
to investors or angels because they’ve already had a degree
of backing and are closer to commercialisation.

Creating a buzz

Earlier this year, Humble Bee raised $5 million in convertible
notes as part of its series A round, and is working on a proof
of concept as it prepares for further rounds.

Veronica says the funding round, which closed in March,

was a little ahead of a rise in caution in the markets, but a
positive outlook remains, particularly for environmentally

savvy startups.

“Yes, there’s a downturn in the market, but there’s an upturn
in the philosophical and moral understanding of capital
deployment, which works to our advantage,” she says.

“When you speak to people about the 400-plus chemicals
they’re exposed to that are known hormone disruptors and
carcinogens, and ask them if they think it's ok, and then
ask them if there is opportunity and money to be made

in creating ingredients that replace them with safe and
circular ones...”

“..Yes, there’s an emotional connection beyond the
business case. But the business opportunity is in
the trillions.”

And while Veronica agrees there is a degree of “reputational
laundering” occurring within some investment companies,
there are also many people who have been personally
impacted by how the world has been making things until
now; and there needs to be a shift.

&

VERONICA HARWOOD -
STEVENSON

CEO AND FOUNDER
HUMBLE BEE BIO

&

GREG SITTERS
MANAGING DIRECTOR
MATU GROUP




Yes,.there’s.a
downturn.in.the
market,.but.there’s
an.upturn.in.the
philosophical.and
moral.understanding
of capital.deployment,
which.works.to
our.advantage.

Early Humble Bee investor Greg Sitters, Matu Group
managing director, says that despite the green credentials
of the company and others with sustainable visions, deals
are becoming harder to close.

He says the impact of Covid and other pressures are
starting to flow through and big funds, especially,

are re-evaluating their exposure to tech companies and
re-balancing their books.

“Rounds are getting harder to close and lead investors are
getting slower to sign up.”

“Funds or investors who have more typically been syndicate
partners are either being more cautious, putting in smaller
cheques or just sitting tight,” he says.

“This is having an impact on the bigger New Zealand VCs
and their carrying capacity, along with what they actually do
with the money.”

Greg says companies involved directly in tech and science
are faring better than, for example, SaaS companies, which
have sometimes been overvalued, leading to corrections for
the funders who are exposed.

“| think there’s been a far better balance in valuing companies
[like Humble Bee] by the investment community.”

He adds that wise use of money and demonstrated success
in hitting milestones, alongside well-protected technology
will still attract funding.

“If money has been ill-gained and ill-spent, companies
will struggle.”

In Humble Bee Bio’s case, Veronica says the company
didn’t build official milestones into its funding round, but
operates with clear targets anyway.

“That has given confidence and made it easier to
communicate what we’re trying to achieve. It’s made it easy
for investors to come on the journey with us.”

Greg says that approach helps investors hugely.

“When you’re asking someone to come in at the next
stage, you want to show them how you’ve been spending
the money from the previous round and build the
greatest value.”

It’s not just about funding though. Talent is just as critical
and Greg says a lack of it hamstrings startups.

“There should always be someone that provides the
balance and can mentor the CEO. This is vital, and it means
you have to go international because there aren’t enough
local people.”

Veronica takes it a step further and points out that some
business training opportunities, including mentoring
courses, aren’t always run by people who have a

lived experience.

“I've found that access lacking. Getting the experience of
those who have done it before can give you the examples
and have a growth mindset of someone who has scaled and
exited — that’s something we’re short on in New Zealand.”
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This biannual publication is put together by PwC

New Zealand (‘PwC’), Angel Association New Zealand
(‘AANZ’) and New Zealand Growth Capital Partners
(‘NZGCP’), using Young Company Finance deal data

supplied by NZGCP.

The purpose of this magazine is to provide insight and
commentary on the startup sector in New Zealand and
what it means to invest in startups as an asset class.

We welcome your feedback on our content and

suggestions for future editions.

Seed

Often pre-revenue,
negative cash-

flow, managed by
founders and part time
employees, little formal
governance / nascent
Board of Directors,
generally no prior
investment, round size <
$1m.

The purpose of seed investment
is to enable development,
testing and preparation of

a product / service to the

point where it is feasible to

start business operations.

Startup

Revenues <$3M,
negative cash-flow, FTE
<20 with incomplete
senior management
team, governance a mix
of founders & early stage
investors, first investment
round (if no seed round).

The purpose of start-up
investment is to enable
business operations,
further development of
products / services, sales
and international growth.

N2

NZGCP Young Company Finance deal data represents data
collected from NZGCP’s own investments, together with
details of the transactions reported to NZGCP by its co-
investment partners as well as other early-stage investors in
New Zealand. The data includes that provided by selected
angel groups, incubators, university funds and venture
capital funds which invest in early-stage companies.

The data aims to cover the majority of start-up funding
activities by investors across the country.

Early Expansion

Neutral cash-flow
(EBITDA + CAPEX)
based on aggressive

re investment policy,
structured management
& governance.

Generally an investment into a
company at this stage will be
used to build out the sales and
marketing teams, establish /
expand offshore offices and / or
scale up its production facilities.

Expansion

An investee company

is in the mid-expansion
stage of its development
if the investment provides
capital to expand
commercial production
and marketing and

where the company is
normally breaking even
or trading profitably.
Generally, Venture Capital
investments.

“We appreciate the following investors who contributed their H1 2022 data: Alt Ventures, Angel HQ, Angel Investors

Marlborough, Arc Angels, Blackbird Ventures, Brandon Capital, Canterbury Angels, Cure Kids Ventures, Enterprise Angels,
Finistere Ventures, Flying Kiwi Angels, GD1 Fund, Hillfarrance VC, Icehouse Ventures, Impact Enterprise Fund, Launch Taranaki,
Mainland Angels, Matu Fund, MIG Angels, Movac, Nelson Angels, NZGCP, Nuance Capital, Otago Angels, Outset Ventures,
Pacific Channel, Punakaiki Fund, Quidnet Ventures, Snowball Effect, Sprout Agritech, UniServices and WNT Ventures”.

As the data is provided voluntarily, NZGCP cannot guarantee the completeness of the data provided and the data excludes
investments into early-stage companies by corporate organisations, family offices, high net worth individuals or family & friends
of the investee companies unless they have been provided by other sources (e.g. the investee companies themselves or which
NZGCP has been able to obtain from other sources such as media announcements). NZGCP does not undertake to validate the
information provided and therefore makes no assurances to the accuracy or completeness of the data reported.

Capturing as complete a set of data as possible enhances the reliability of the information that can be reported. NZGCP
warmly welcomes other parties to contribute their data in the future editions by contacting
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About PwC ¢

PwC is dedicated to helping startups with great ideas make their way in the world. We provide support through tailored
financial reporting, tax advisory and compliance, structuring, strategic advisory services as well as networking opportunities.
We collaborate with others in the local ecosystem including NZTE, AANZ, NZGCP, KiwiNet, and other New Zealand VC
funds. Alongside publishing StartUp Investment NZ, we are sponsors of KiwiNet Awards and the NZ Hi Tech Awards.

Please get in contact using the details below if you’d like to know more.

ANAND REDDY

e Partner | PwC
9

NADINE WILLIAMS
e Director | PwC

+64 27 592 1394
anand.s.reddy@pwc.com

+64 21 846 464
nadine.williams@pwc.com

About AANZ ¢

AANZ exists to support the creation of New Zealand born, world changing businesses delivering exponential financial, social
and economic returns through mutual support, connectivity and collaboration. AANZ is working to increase the quantity,
quality and success of angel investments in New Zealand and in doing so create a greater pool of capital for innovative start-up
companies. It was established in 2008 to bring together New Zealand angels and early-stage funds. AANZ currently has 50
members representing over 900 individual angels associated with New Zealand'’s key angel networks and funds. Since 2006
over $1bn has been invested in 1500 deals. AANZ works with NZ Growth Capital Partners, PwC New Zealand and a number of
public and private sector partners. For more, please visit: www.angelassociation.co.nz

SUSE REYNOLDS

BRIDGET UNSWORTH
e Chair | Angel Association

6 Executive Director | Angel Association

+64 21 490 974
suse.reynolds@angelassociation.co.nz

+64 21 555 563
bridget.unsworth@angelassociation.co.nz

About NZGCP ¢

New Zealand Growth Capital Partners (NZGCP) was established by the New Zealand Government in 2002 to build a
vibrant early-stage technology investment market in New Zealand. We aim to achieve our vision by supporting Kiwi tech
companies, innovators and investors to become world class. Alongside operating our Elevate and Aspire funds which are
designed to stimulate private investment into this space through a fund of funds and co-investment model, we also have
a market development mandate that includes sponsorship and support of programmes, events and other initiatives to
benefit the ecosystem.

JACQUES RICHTER MOLLY YANG
6 Associate Investment Director | NZGCP 6 Senior Portfolio Manager | NZGCP

+64 21 197 8120 +64 22 390 5504
jacques.richter@nzgcp.co.nz molly.yang@nzgcp.co.nz
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