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About EVCA

CA

Established in 1983 and based in Brussels
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Represents the European private equity and venture
capital industry (PE/VC) and promotes the asset class
within Europe and throughout the World

§ Around 1,300 members in 53 countries

Definition of Private Equity and
Venture Capital
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Private equity is defined as equity capital invested in a (private)

company for a significant period of time, through a negotiated
process resulting in a shareholder agreement. This can involve

debt leverage.
Private Equity

Venture Capital

Early stage

Replacement

Seed Start-up Expansion Capital

Buyout

Definition of Private Equity and
Venture Capital (2)
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Early Stage Later Stage
Stages Seed Start-up Expansion/ | Buyout Replacement
Development capital/
secondary
purchase
Company | 1to2 2103 3t05 5+ 5+
Age
Next step | Develop and | Launch Expansion Bring Bring
of finalize initial | business and growth | company to | company to
business activity and | of company | the next the next level
company | concept start selling level
the product
commercially
Capital is | Finalize Finalize Finance Acquisition | Acquisition of
used to research and | product and | increased of business | a business
develop start initial | production | or business | from a private
business plan | marketing capacity, unit with equity or
newmarket | new/existing | other financial
or product | management | owner

development

LP

Definition of Private Equity and

Venture Capital (3)
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investors (banks, individuals
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What are Private Equity firms looking for?

CA

Focus on (high) growth potential companies:

Management team

Market potential

Internal processes

Thus, not all companies are suitable for PE/VC financing




How do Private Equity firms help?
CA

Provide both financial and strategic support:

The Unique PE/VC Business Model eV

CA

§ Investment by a dedicated professional team (GPs), mostly in
unquoted companies

Drawing resources from a defined pool of qualified investors (LPs)
Negotiated contractual relationship with those LPs

Profit-sharing schemes which align LPs'/GPs’ interests
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Strong self regulation with defined reporting and valuation
requirements towards LPs

§ Involving stand-alone management of each individual company
§ Involving active ownership driving value creation

§ Investing on the basis of a medium to long term strategy and
holding period

7 8
The Unique PE/VC Business Model (2) CV The Private Equity and Venture Caplfcal_ CV
CA Industry at a Glance — Industry Statistics C
§ Fundraising amounted to €79bn in 2007
Investment
« Dealflow
« Due dilligence § Investments into European private equity amounted to €73.8bn
« Value creation in
portfolio\company
Fundraising
§ Divestments at cost amounted to €27.1bn in 2007
Yedr 0+X
« Seach for exit
Investment « IPO, Trade sale
Exit
9 Source: EVCA Yearbook 2008, PEREP_Analytics on behalf of EVCA 10
The Private Equity and Venture Capital CV Type of Investor CV
Industry at a Glance — Market Statistics CA Share in total funds raised 2003-2007 CA
§ Investments into European private equity amounted to €72.2bn it
campy oo o
o e Corporate Investors
Endowments and ble. 4.0% Private Individuals
Foundations
Capital arkats Governmant Agencies
§ Divestments at cost amounted to €26.6bn in 2007 Fund of Funds Banks
Insurance Cormpanies
Source 2003-2006 figures: EVCA/Thomson Reuters/PricewaterhouseCoopers
1 Source 2007 figures: PEREP_Analytics on behalf of EVCA 12

Source: EVCA Yearbook 2008, PEREP_Analytics on behalf of EVCA




VC Investments as % of GDP —
Industry Statistics: by country of VC firm

2007 VC investments | VC inv as % of
tal GpP
Country In € thousands In%

0.23

United Kingdom
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Sweden 0.2
Finland 375,053 0.210%

switzerland 444,467

Norway 383,010

Netherlands 600,621

Belgium 327,033 0.099%

Europe 12,146,791 0.096%

spain 991,520 0.094%

Denmark 210,648 0.093%

France 1,427,718 0.076%

Portugal 113,269 0.070%

Romania 80,902 0.067%

reland 111,085 0.060%

Germany 1,066,317 0.044%

Poland 74,960 0.024%

1aly 204,377 0.019%

Austria 48,144 0.018%

Hungary 11310 o1  Source 2007 figures: PEREP_Analytics on behalf of EVCA
Czech Republic 14,220 0.011% 13
Greece 19,125 0.008%

VC Investments as % of GDP —
Market Statistics: by country of destination
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2007 VC investments | VC inv as % of
tal GpP

Country In € thousands In%

Denmark 532,766 0.234%

Sweden 689,287 0.207%

Finland 345,452 0.193%

United Kingdom 3,729,203 0.184%

switzerland 528,705 0.1719%

The Netherlands 810,128 0.145%

reland 233,018 0.125%

spain 1,189,115 0.113%

Romania 134,804 0.111%

Belgium 366,424 0.111%

Norway 313,766 0.110%

Europe 12,273,122 0.097%

France 1,531,285 0.082%

Czech Republic 95,273 0.074%

Portugal 81,786 0.050%

Germany 1,107,078 0.046%

Poland 134,362 0.044%

Austria 93,106 0.034%

Taly 337,110 00229 Source 2007 figures: PEREP_Analytics on behalf of EVCA

Hungary 15,510 0.015% 14

Greece 4,345 0.002%

Buyout Investments as % of GDP —
Industry Statistics: by country of PE firm

cV
CA

Buyout Investments as % of GDP —
Market Statistics: by country of destination
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2007 BO investments | BO inv as % of 2007 BO investments | BO inv as % of
total GDP total GDP
Country In € thousands In% Country In € thousands In%
United Kingdom 1.454% Sweden 3,281,968 0.988%
Sweden 1.032% The Netherlands 4,937,395 0.882%
Netherlands 3,327,556 0.595% United Kingdom 17,167,428 0.849%
France 10,860,621 0.581% France 10,325,103 0.553%
Europe 61,640,769 0.488% Belgium 1,754,582 0.530%
Denmark 0.440% Denmark 1,176,754 0.517%
Finland 0.348% Europe 59,802,361
Germany 6,385,226 0.263% Hungary 475,857
Norway 580,541 0.203% Norway 1,236,127
spain 2,061,489 0.196% Finland 736,708
Greece 435,843 0.191% Germany 0,487,992
Belgium 611,485 0.185% spain 3,037,209
Romania 216,852 0.179% Austria 762,443
Poland 496,522 0.162% Romania 336,557
switzerland 460,403 0.149% switzerland 772,611
reland 175,642 0.095% Poland 612,178
Czech Republic 115,618 0.090% Greece 435,633 0.191%
Austria 208,517 0.076% 1aly 2,835,416 0.184%
raly L 16a5a7 o7 Source 2007 figures: PEREP_Analytics on behalf of EVCA Jreland . 01750  Source 2007 figures: PEREP_Analytics on behalf of EVCA
Hungary 308 0.030% 15 Czech Republic 107,439 0.084% 16
Portugal 45,169 0.028% Portugal 88,026 0.054%

A strong focus on SMEs in 2007
Employment — Industry Statistics

Number of | Amount invested | In % of total | No. of
Employees 2007 (in€ investments
thousands)
0-19 1,608,756 2.2 2,412
20 - 99 6,271,947 8.5 3,126
100 - 199 3,981,371 5.4 834
200 - 499 8,239,250 11.2 784
500 - 999 9,261,409 12.6 448
1000 - 4999 25,379,824 34.4 601
5000 + 19,045,004 25.7 206
Subtotal 73,787,560 100.0 8,411
Unknown o] o]
TOTAL 73,787,560 8,411

Source 2007 figures: PEREP_Analytics on behalf of EVCA
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In % of total

28.7
37.2
9.9
9.3

7.2

2.4
100.0
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A strong focus on SMEs in 2007
Employment — Market Statistics

Number of | Amount invested | In % of total | No. of
Employees 2007 (in€ investments
thousands)
0-19 1,579,421 2.2 2,329
20 - 99 6,023,637 8.4 2,965
100 - 199 4,010,582 5.6 824
200 - 499 8,075,966 11.2 762
500 - 999 10,434,325 14.5 465
1000 - 4999 24,656,693 34.1 611
5000 + 17,384,860 24.1 209
Subtotal 72,165,484 100.0 8,166
Unknown - -
TOTAL 72,165,484 8,166

Source 2007 figures: PEREP_Analytics on behalf of EVCA
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In % of total

36.3
10.1




Virtuous Financing Cycle of PE/VC (‘:V European PE/VC — Economic and (‘:V
Investment CA Social Impact CA
saving accounts, A direct influence on European growth
Pension plans, W
Insurance contracts. 2000-2007: nearly €345bn of equity invested (at equity value) in over
Savings i 61,500 companies across the EU
d d
:Znsmns /—\psnsmns 6 million people employed by PE/VC-backed companies in Europe as
14 of end 2004 (3% of economically active population in Europe)
Institutional investors Institutional investors 2000-2004:
(Insurance companies, (Insurance companies,
Pension funds, Banks...) pension funds, banks...)
A
Commitments Repayments
+ Capital gains
Private Equity Funds Private Equity Funds
N
Investments Divestments
. High-potential Deutsche Bank Research :
‘companies +0.1% Investments/GDP creates 0.4% additional GDP
by VCs and 0.2% for Buyouts
19 20
European PE/VC — Economic and - P i -
op CV Contribution to Research Activity CV
Social Impact (2) CA CA
Venture-Backed R&D Activity
Every third employee in venture-backed companies works in
§ VC-backed companies spend on average 45% of total expenses on R&D b4 R&D lg"/yh d PhD | pt d
(€3.4 million pa) - %6 holding a or equivalent degree
§ This averages €50,500 per employee per year — six times the per
employee expenditure of the EU 25's top 500 R&D spenders
-Ral 3 i
R0 G5 (S G SER ex;n:;;mgn empl‘?j;?nem a 26% are researchers and engineers
67% 33% a 13% hold a PhD or equivalent
Venure -backed companies. 0,693
One employee can work as researcher or engineer and
hold a PhD at the same time
Top 500 European research
companies. 8,301
Source: Employment Contribution of Private Equity and Venture Capital in Europe, CEFS/EVCA, November 2005 2 Source: CEFS/EVCA 2
European Tax and Legal Environments for CV  th CV
. N . Content of the Study
Private Equity and Venture Capital CA CA

§ Aim

§  The paper analyses how to encourage more efficient tax and legal frameworks across
Europe, and enables comparisons to be drawn between different European countries

§ The EVCA Benchmark aims to:

§  The National Reform Programmes bring an excellent opportunity for Member States to
report on the progress made on these specific areas.

§  Full paper: http://www.evca.eu/uploadedFiles/al_benchmark06. pdf
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§ 25 European countries, including 4 new countries compared to the
glrevioqs)EVCA Benchmark study (Estonia, Latvia, Romania and
ovenia,

§ This study has focused on 3 main areas, grouping 7 criteria, which
are further split into 29 variables:




Country Total Score  Country Total Score | Country

fretand 1.27_ United Kingdom 1.26 | united Kingdom e § Poland was positioned at the lower end of the ranking

France 136 Luxembourg 149 | ireland 158

unied Kinadon bl 153 | Luxembourg o § Poland provides an unfavourable environment for PE/V/C

Beigiom 151 Gresce 175 | Netheriands i

Spain 152 Netherlands 176 | taly 196 Both pension funds and insurance companies have to abide by a list
Greece 155 Portugal 181 | Greece 196 of allowed categories of investments and quantitative restrictions
feertands 160 Belgum 1.82 | Total Average 208 The country provides an appropriate domestic fund structure (Close-
Luxembourg 162 Hungary 186 | Belgium 208 End Investment fund for Non-Public Assets “CEIF”). However, not
Portugal 171 laly 186 | France 2o very often implemented in practice.

ey e 189 | Sweden S Poland does not provide any tax incentive for investing in PE/VC
Austria 174 Swizeriand 195 | Spain 217

Denmark 175 Span 196 | Finland 225 s . .

v Ry o7 | porugar o § There is still room for improvement regarding company

Switzeriand 183 Norway 2.04 | Denmark 236 incentivization

l""‘“':"““ge ’)’Z‘]‘ z““:l . 2':: ie""‘“”y 2:; No Young Innovative Company (YIC) Scheme

inian Zech Republic ustria

[ YRR PR No special company tax rate for SMEs

Norway 208 Finland 230 On the right track regarding fiscal R&D incentives

Sweden 212 Germany 237 . . . .

tavia 212 Ausiia 24 § Also room for improvement regarding attracting and retaining
Germany 235 Denmark 246 talent

Poland 2,16 Siovak Republic 249

Siovak Republic 217
TCrechmepubic 2z

Slovenia 226 25 26
Romama 53

For more information, please visit
or contact the Public and Regulatory Affairs

team at
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