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Disclaimer

The information and views set out in this publication are those of the author(s) and do not necessarily reflect
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Executive Summary

Europe is making major steps forward in harmonising the legal, regulatory and policy frameworks of the EU
Member States on crypto assets. On 24 September 2020, the European Commission published a proposal
for a “Regulation of the European Parliament and of the Council on Markets in Crypto-Assets”, commonly
referred to as the MiCA proposal. This proposal is part of the Digital Finance package, which is a holistic
package of measures to further enable and support the potential of digital finance in terms of innovation and
competition while mitigating the risks. The European Parliament voted a draft of the proposed MICA
framework on 14 March 2022 that has now moved into the next phase of discussions between European
Parliament, European Council and European Commission. The proposal remains a major challenge for the
EU as the debate on how crypto should be regulated is strong and ongoing.

In addition to the MiCA proposal, the Digital Finance package also includes a proposal for a pilot regime on
DLT market infrastructures, a proposal for digital operational resilience, and a proposal to clarify or amend
certain related EU financial services rules. Europe’s strategy prioritises ensuring that the EU financial
services regulatory framework is innovation friendly and does not pose obstacles to the application of new
technologies. The MICA proposal, together with the proposal on a DLT pilot regime, represents the first
concrete action within this area.

Finally, as showcased in the “European Financial Stability and Integration Review” of 2022, the European
Commission is well aware of the potential of decentralised finance (DeFi) and its associated innovations for
streamlining the financial sector and offering efficient, robust and transparent services.

Given the rising interest in cryptocurrencies assets and their underlying technology (blockchain or DLT), in
2020 the European Blockchain Observatory and Forum (EUBOF) has undertaken a study on capturing the
current state of technological, market and regulatory developments in each of the 27 EU Member States,
plus Switzerland and the United Kingdom (UK).

The study is topical as different countries present different states of development in blockchain and crypto
assets on several dimensions:

e Regulation and policy: several countries have recently legislated or issued guidance, thus leading to
market fragmentation.

e Business activity: as a result of different regulatory treatment, entrepreneurial and investment activity is
unevenly concentrated amongst countries, thus leading to emerging clusters.

The study was first published in 2020. To improve its quality and to make sure that everything in the study is
up to date, the EUBOF team has updated each country’s factsheet. This updated version of the report
features important developments in the European blockchain ecosystem over the last 2 years. In addition, it
presents two new countries: Norway and Liechtenstein.

To support Europe’s efforts to develop a harmonised framework across the EU Member States, it is therefore
important to study the current level of regulatory and market maturity in each of them. This report aims to do
that, by providing short country-level “factsheets” summarising the state of affairs in each country.

COUNTRY-LEVEL SUMMARY

Austria has adopted a mostly laissez-faire approach to regulating blockchain, limiting itself to monitoring
developments in the DeFi space and issuing warnings to investors when needed. There is no specific
legislation for crypto assets, while parts of more generic regulations (such as the Austrian Alternative
Financing Act, the Austrian Banking Act, the Austrian Electronic Money Act and the Austrian Capital Markets
Act) may apply. State-sponsored innovation and research activities, such as the Austrian Blockchain Center,
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pave the way for spearheading innovation though a public-private partnership model. As of December 2021,
Austria-based blockchain companies have raised approximately EUR 50 million and the number of
blockchain courses offered in the country has slightly increased.

Belgium can boast a vibrant crypto-assets community, with a distinct focus on Fintech startups. Due to its
proximity to European Union decision-making headquarters, the country is an attractive location for
international companies and several well-established companies and VC funds serve the continuous growth
of the cryptocurrency ecosystem in the country. The number of blockchain startups in Belgium, has
significantly increased. Belgium was the first country in the EU to spin up a second EBSI node. As of May
2022, the Financial Services and Markets Authority (FSMA), requires the region's crypto exchanges and
custodial wallet services to register.

Bulgaria is improving its position in the European blockchain scene, with an emerging base of blockchain
enthusiasts, as well as venture capital investors and start-up incubation programmes. Moreover, the country
is part of the European Blockchain Service Infrastructure (EBSI) with five technology companies developing
the node. The Ministry of Finance introduced the Anti-Money Laundering regulation in 2020 according to
which cryptocurrencies have to be declared and audited by the National Revenue Agency as a financial
asset. Bulgaria has also seen an increase in the number of blockchain-related educational courses.

Croatia has a small, but growing, ecosystem of blockchain start-ups and communities. There are a handful
of cases for adopting cryptocurrencies as a payment method in Croatia. In May 2020, the country’s financial
supervisor approved a bitcoin investment fund, even in the absence of any specific country-level legislation
specific to crypto assets. In a span of 2 years, Croatian universities have incorporated blockchain courses in
their curriculums while there are also organised research initiatives related to blockchain.

Cyprus remains one of Europe’s blockchain hotspots, and after announcing the draft bill to regulate
blockchain technology in 2019, the government published the bill for public consultation in September 2021.
Cyprus is also amongst the few Early Adopters of the EBSI, working on developing a fully operational
national EBSI Infrastructure. Guidelines for the tax treatment of cryptocurrencies are also being prepared by
the Tax Department. The country does not only boast the first-ever academic course and full degree on the
subject, offered by the University of Nicosia (UNIC) since 2014, but additional blockchain courses are being
prepared by UNIC and other research institutions.

The Czech Republic boasts a vibrant crypto asset community, including some notable European blockchain
start-ups and one of the largest concentrations of public venues (doubled since 2020) accepting digital
currencies as forms of payment. It also has a relatively strict regulatory framework, with laws aiming at
limiting the anonymity of crypto asset transactions.

Denmark is one of the few countries globally where the government has engaged in comprehensive
research on the potential economic impact of blockchain on industry and the labour market. In September
2020, the Ministry of Foreign Affairs of Denmark released a report analysing the use of blockchain in the fight
against corruption. Danske Bank, the largest bank in Denmark, laid out its official position on
cryptocurrencies in June 2021, not taking any practical stance against cryptocurrency. Although there is no
legislation specific to crypto assets, the country shows a rising ecosystem of start-ups and universities
working on blockchain-related applications and research.

Estonia initially adopted a receptive approach towards blockchain and cryptocurrencies by being the first
country to adapt relevant legislation. Regulatory certainty, coupled with the country’s digital first approach,
and e-residency programme allowing for the registering of companies remotely, resulted in a large number of
blockchain businesses in the country. While the country remains a proponent of public sector blockchain
initiatives on a national and European level, recent tightening of its positive policy and outlook on blockchain
and cryptocurrencies has slowed down the expansion of the private sector.
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Finland, although not having a comprehensive crypto asset regulatory framework in place, passed the Finnish
Act on Virtual Currency Providers in 2019, providing a clear landscape for the registration and supervision of
these companies. The government has shown interest in blockchain, with a number of pilot initiatives in e-
government and the private sector has produced one of the world’s first digital currency exchanges, operating
since 2012. Compared to 2020, the number of blockchain start-ups in the country has significantly decreased.

France is at the forefront of crypto asset recognition in Europe, having passed a legal framework for initial
coin offerings (ICOs) as early as 2016, followed by further legislative initiatives in 2017 and 2018. There is a
relatively large number of blockchain companies in the country, with one of the world’s most successful
hardware wallet providers (Ledger) headquartered in Paris.

Germany has a very active blockchain ecosystem of companies and enthusiasts, especially in the city of Berlin.
As of 2020, Germany included a new financial instrument in its banking laws, the crypto asset. In line with the
governmental 2019 blockchain strategy, the German parliament issued a law on introducing electronic securities,
including a blockchain register, in the summer of 2021. There is an abundance of entrepreneurial activity with an
increasing number of companies active nationwide, while universities offer specialized degrees and professional
training programs, as well as engaging in research and technology development activities.

Greece is a signatory to the European Blockchain Partnership (EBP), and has announced a draft bill on
emerging information and communication technologies in 2022.Firms give careful consideration as to
whether their activities constitute regulated activities, according to guidance from the European Securities
and Markets Authority (ESMA). The overall size and maturity of the blockchain and cryptocurrency business
ecosystem remains small despite the efforts of some initiatives to raise awareness and promote blockchain
in the country. However, the number of blockchain courses offered by different institutions has increased.

Hungary has joined the EBP since 2019 and is developing an EBSI node. The Hungarian Central Bank
announced plans to launch its native Central Bank Digital Currency. An update on the regulatory part is the
revision of the tax rate on cryptocurrency profits. Essentially, Hungary revised the tax rate on cryptocurrency
profits and decided on a more friendly regulation on cryptocurrency taxation. The public’s interest in
blockchain is vivid as the community engaging with blockchain subjects grows.

Ireland has a relatively mature blockchain company ecosystem, with both local companies and subsidiaries
of international ones (such as Consensys). The country has opted for a flexible and permissive regulatory
approach to date, without passing regulation specific to crypto assets, but applying existing financial services
legislation on a case-by-case basis instead. In 2021, the Central Bank of Ireland updated the consumer
warning on virtual currencies. The public and private initiatives to promote blockchain adoption are
increasing as are blockchain education initiatives. Blockchain companies in Ireland have collectively raised
tens of millions in funding.

Italy has a number of state-sponsored pilot initiatives aiming at testing blockchain applications in
government, as well as a large number of private pilots, mostly by financial institutions, while football fan
tokens are on the rise and are significantly contributing to blockchain adoption in the country. The country
was one of the first in the world to recognise the legal validity and enforceability of smart contracts in 2019.
According to a ruling by the Revenue Agency, issued in July 2021, the tax authorities reiterate the
equivalence of cryptocurrencies to foreign currencies.

Latvia has a blockchain-friendly business and regulatory climate, characterised by an active community of
enthusiasts and a willingness to experiment (for example, airBaltic, the country’s national owned air carrier,
became the first airline to accept digital assets for payments). There is a sizeable community of blockchain
developers in the country, while authorities have published guidance on the legal treatment of digital assets
and investor protection. Blockchain academic qualifications in Latvia are not established as Latvian
universities do not offer a degree in blockchain-related technologies.
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Liechtenstein has managed to establish a growing blockchain community, despite being Europe’s fourth
smallest country. The blockchain ecosystem in the country is supported by a constellation of organisations,
such as the Office for Financial Market Innovation and Digitalisation, the Financial Market Authority and the
Entrepreneur Service. Since early 2020, Lichtenstein has put in force the Blockchain Act in an effort to
provide a comprehensive regulatory framework for the token economy. In addition, the University of
Liechtenstein acts as a major player for the country’s blockchain ecosystem offering two certificate
blockchain programmes and participating in several projects and programmes.

Lithuania became an epicentre of ICO activity in Europe during 2017-2018, combining a blockchain-friendly
regulatory approach with an abundance of local engineering talent. The country does not rest on its laurels
and continues to develop its blockchain ecosystem. Lithuania is one of the top 30 of Europe’s biggest start-
up hubs. The financial technology (FinTech) and ICT sectors have the highest growth and count with well-
established start-ups. The Bank of Lithuania opened a pre-sale for the world’s first digital collector coins —
dubbed “LBCOINs”. The amount of funding raised by Lithuanian start-ups, which has increased from millions
to a billion in 2 years, places the country in the top tier of EU Member States, ranked by this criterion.

Luxembourg is one of Europe’s financial centres and, as such, has been at the forefront of developments in
the financial applications of blockchain. The country passed a bill on “dematerialised securities” as early as
2013 and has attracted a number of crypto asset-related start-ups and significant funding in the industry. The
country is the European leader in international securities listings. In late 2021, Luxembourg issued a
guidance paving the way for alternative investment funds to invest in virtual assets.

Malta has been called “the blockchain island” as it has been one of the first countries in the world to have a
comprehensive regulatory regime for crypto assets, since 2018. The country has made significant progress
in the past 2 years as it became the first country to install a blockchain-based IP Register and transfer

60 000 records using the blockchain network. In addition, the Malta Gaming Authority has recently
announced a digital asset focused sandbox, while the Malta Digital Innovation Authority launched a
Technology Assurance Sandbox. Malta has attracted a large number of prominent crypto asset-related
companies and is one of Europe’s most successful countries in attracting investment capital in the field.
Following the University of Malta that launched its Master of Science in Blockchain and DLT in 2019, the
Leadership and Management Institute has launched several additional blockchain courses.

The Netherlands boasts very strong blockchain communities, being amongst Europe’s top performers when
measured by the amount of funding secured by crypto asset and blockchain start-ups. The country has not passed a
crypto asset specific regulatory framework but has adopted a regulatory sandbox approach that empowers
regulators to use a principles-based rather than a rules-based approach when dealing with emerging technologies.
The number of blockchain start-ups launched and the millions raised by blockchain ICOs have increased compared
to 2020. The number of companies that accept digital assets as a form of payment is large and keeps increasing,
while the various meetups of digital assets enthusiasts in the country number thousands of members.

Norway has joined the EBP and has not implemented any laws or legal frameworks related to blockchain
technology. Although Norwegian regulators have not yet taken a definitive stance on blockchain technology, the
Financial Supervisory Authority of Norway has emphasised the risks associated with trading cryptocurrencies and
the need for a strong regulatory framework. After completing the third phase of a study on central bank digital
currencies (CBDCs), Norges Bank announced in May 2021 that it will begin testing technical solutions for a CBDC
over the next 2 years. Norway is the first European nation to embrace public Ethereum, as the government
announced a cap tables platform for unlisted companies built on public Ethereum.

Poland has adopted a strict approach against crypto assets, taxing profits from their trading as income and
warning investors about the dangers of investing in them (the Polish Financial Supervision Authority (KNF)
has published guidance for crypto assets and ICOs). The Office of the KNF published a warning in July 2021
on the Binance platform, which had traction in popularity. The cases of blockchain adoption in private and
public sectors are increasing. The most notable case is the virtual sandbox and Innovation Hub by the
UKNF. The KNF launched a virtual sandbox in 2021. The virtual sandbox was intended to simulate a number
of banking operations and test solutions with the interaction with Open API for innovative payment services.
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Portugal is to establish a node to join the EBSI. The country has friendly legislation towards
cryptocurrencies holders, as the Portuguese Tax & Customs Authority announced that it is tax-free to
exchange cryptocurrencies. There is legislation to support innovation via the blockchain application. There is
a growing base of enthusiasts organised in communities and a small, but dynamic, start-up scene, which has
been successful in raising growth capital from the market.

Romania passed a law in 2019 specifying that income from digital assets trading is taxable on profits and
has established regulations around cryptocurrencies to protect investors. Elrond, a Romania-based
blockchain start-up, achieved unicorn status in early 2021. The country implemented blockchain to safeguard
the integrity for parliamentary elections in November 2020. The interest in blockchain is vivid as the
community in Romania grows each year.

Slovakia boasts Europe’s first ATM, installed in Bratislava in 2013. The country is home to a Bitcoin mining
facility which converts human and animal waste into Bitcoin hash rate, securing the network while mining
Bitcoin. There is no crypto asset specific regulatory framework in place in the country, while the startup
scene is at early stages of development.

Slovenia has a very active ecosystem around crypto assets, combining government support and active
business development. The country was the first EU member state to launch a national test blockchain
infrastructure (SI-Chain) in 2019. In August 2021, the Slovenian Finance Authority announced a proposal to
tax cryptocurrency participants with 10% of their assets income while the Slovenian Finance ministry sought
a public opinion regarding crypto tax laws. Slovenia has also became the first country in the world to issue
NFT tokens which will serve to promote the Slovenian economy and tourist destinations.

Sweden has a developed and diverse blockchain ecosystem with notable initiatives. Riksbank, the country’s
central bank, was amongst the world’s earliest examples of research on a CBDC, called the e-krona. Other
notable pilot projects of public interest include a blockchain-based land registry and a number of applications in
the financial services industry. The number of blockchain startups launched and the millions raised by blockchain
ICOs have slightly decreased compared to 2020. The Swedish government assigned a special committee to
investigate needs for legislative changes in eliminating barriers to digital development in the public sector in 2017,
however the investigation did not result in any legislative amendments related to crypto assets or blockchain.

Switzerland remains one of the most advanced nations when it comes to blockchain and crypto assets, not
only in Europe but also globally. It has been called the “crypto nation” and is home to the world-famous
“crypto valley” of the Zug canton. The country is home to a very large number of blockchain companies,
amongst them some of the most well-known industry names, such as the Ethereum Foundation, Polkadot,
Cardano, Solana, Cosmos and Tezos. Companies and organisations operating nationwide have collectively
raised more funds than in any other country while the total valuation of top 50 companies is extremely high —
higher than any other country. Switzerland is home to the first two blockchain banks SEBA and Sygnum, with
a banking license from the Swiss Financial Market Supervisory Authority. The country moved early to clarify
the legal situation of crypto assets, with the earliest report by the federal government published in 2018,
analysing the applicability of the existing legal framework on blockchain. In 2020, the Swiss Parliament
passed the DLT blanket act, which selectively adapts 10 existing federal laws. In August 2021, one of the
key changes came into force, a license for DLT trading facilities. Several universities have launched
blockchain-focused academic degrees or specialised courses. The number of blockchain-focused academic
degrees offered in the country has also increased.

The United Kingdom maintains its great interest in blockchain, with the first report commissioned by the
government published in 2016. The country remains an epicentre of business activity in the space today,
with many startups and significant capital raising success. More than 300 companies have raised north of
EUR 3.8 billion, while the energy and creative industries are two emerging sectors in terms of blockchain
application. Even in the absence of a crypto assets specific regulatory framework, there are many initiatives
underway in the UK, driven by the various hubs within the innovation blockchain ecosystem.
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STATE OF THE UNION

Following the Tallinn Declaration on eGovernment (2017), the European Blockchain Partnership (EBP)
was created by 21 EU Member States and Norway in 2018, marking the first EU-wide initiative specifically
devoted to blockchain. Since then, eight more countries have joined the Partnership, bringing the total
number of signatories to 30 ().

Amongst other efforts, the EBP has worked to develop a trusted, secure and resilient European Blockchain
Services Infrastructure (EBSI), a network of distributed blockchain nodes across Europe, leveraging a
number of applications focused on specific use cases, such as notarisation, education credentials, European
self-sovereign identity, and trusted data sharing amongst customs and tax authorities in the EU. Today, the
EBSI features 27 active nodes in 20 Member States.

On a path toward harmonising their regulatory and policy frameworks, EU Member States are currently at different
maturity levels in terms of regulatory and ecosystem development. We can broadly group each country in one of
three stages of maturity in each dimension of each maturity curve (regulatory and business):

e Regulatory maturity curve: this dimension measures the degree of top-down support provided by
national or regional government:

o Stage | regulatory maturity, where no specific crypto asset legislation exists, save perhaps
warnings issued by local authorities in the context of investor protection.

o Stage Il regulatory maturity, where the state has shown signs of significant involvement with the
field, through a combination of adoption of wider regulatory schemes (for example, related to know
your client/anti-money laundering, but also explicitly touching upon crypto assets, such as regulation
of alternative forms of financing, ICOs and security token offerings) or through other specific
measures, which might include government-sponsored studies (for example, taxonomies of virtual
assets as far as applicable existing regulation is concerned) or government-sponsored pilot
applications of blockchain in the public sector. An established framework for the taxation of digital
currencies and digital assets is another characteristic of countries that fall under Stage II.

o Stage lll regulatory maturity, where either specific legislation for blockchain or crypto assets has
been voted or published, and/or the government has announced a national strategy/vision specific to
blockchain (or for new technologies, explicitly addressing blockchain). Regulatory sandboxes,
innovation hubs and other initiatives that allow blockchain, FinTech and other firms to pilot novel
implementations, as well as the involvement of the banking sector, are also characteristics of
countries in Stage Il

e Ecosystem maturity curve: this dimension measures the degree of bottom-up development of the local
ecosystem in each country, as evidenced through three main indicators: presence of a local
business/startup ecosystem; number of blockchain-related formal education and academic research
initiatives; number of user-driven communities around blockchain or virtual assets. Again, we have
grouped countries into three broad categories:

o Stage | ecosystem maturity, where there is evidence of sizeable and dynamic initiatives in none or
one of the three indicators (business, academia, communities).

o Stage Il ecosystem maturity, where there is evidence of sizeable and dynamic initiatives in at least
two of the three indicators.

o Stage lll ecosystem maturity, where there is evidence of sizeable and dynamic initiatives in all
three indicators.

(Y The EBP declaration was initially signed by Austria, Belgium, Bulgaria, Czech Republic, Estonia, Finland, France, Germany, Ireland,
Latvia, Lithuania, Luxembourg, Malta, Netherlands, Poland, Portugal, Slovakia, Slovenia, Spain, Sweden and the United Kingdom.
Norway was also a signatory. Since then, the following countries have joined: Greece (23 May 2018), Romania (29 May 2018),
Denmark (1 June 2018), Cyprus (4 June 2018), ltaly (27 September 2018), Liechtenstein (1 February 2019), Hungary (18 February
2019) and Croatia (16 October 2019).
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According to the above classification, we can position the 31 countries we have studied into a 3x3 matrix, as
shown in the following figure.
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Regulatory Curve

It must be noted that, naturally, the borders between categories are by definition porous and countries may
not always objectively belong strictly to one of the matrix categories. It must also be stressed that this is a
fast-evolving space, so that all countries are expected to gradually move from the bottom-left to the top-right
part of the matrix. Notwithstanding these, the matrix is a helpful instrument in assessing the current status of
the European blockchain ecosystem in the middle of 2022.

At the one extreme of this categorisation, we find countries in the early stages of development in both the
local ecosystem and the initiatives of the state in providing regulatory clarity for the treatment of crypto
assets. These countries should not be considered as falling behind in the blockchain and crypto assets
development path: it may simply be the case that there is not significant commercial activity yet in their local
markets to necessitate specific regulatory action by authorities. These countries are (in alphabetical order):
Croatia, Czech Republic, Greece, Hungary and Romania. These countries will be mostly expected to follow
and adopt EU-level policymaking developments in the field of crypto assets.

At a mid-level tier, we find countries that show signs of development in their local business and market
ecosystem and/or some sophistication in regulatory approaches to crypto assets. These countries are: Austria,
Bulgaria, Finland, Germany, Italy, Latvia, Liechtenstein, Lithuania, Luxembourg, the Netherlands, Poland,
Portugal, Slovenia and Spain. Although with significant differences in individual development paths amongst
them, this group of countries is expected to inform the development of EU-wide policy by contributing their
unique experiences, success stories and lessons learnt from their involvement with the field.

Finally, at the other extreme of our grouping, we find the group of countries that exhibit the most
sophistication in both their market development and regulatory maturity. These countries are: Cyprus,
Estonia and Malta (in the EU), as well as Switzerland and the United Kingdom. Again, these countries have
their individual differences, of course. Yet, they all provide rich cases of experience that can inform how
Europe will pave its harmonised path towards assuming a globally leading role in crypto assets innovation
and development, while mitigating risks associated with new technologies.
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Country Profiles
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Key Figures Austria

THE AUSTRIAN BLOCKCHAIN
TOTAL FUNDS RAISED ECOSYSTEM AT A GLANCE

€50 mi | I 10N Austria is one of the most prosperous countries in the world,
ranking 15th globally and 10th in Europe in gross domestic
product (GDP) per capita. It has a highly industrialised economy

THE MOST ACTIVE SECTORS and education levels, coupled with a generally receptive
regulatory approach towards digital currencies and blockchain,

E ner g y : M (@) b | | | ty ,  thusrendering Austria a welcoming place for those
. transformative technologies.
FinTech

As a result, approximately 50 global reaching companies and
startups, counting the national champions Bitpanda, Coinfinity
and Blockpit, as well as more than 35 research initiatives, are
BLOCKCHAIN SOLUTION PROVIDERS currently established in the country. Companies are active in a
50 wide range of verticals, while research mainly concentrates in
the energy, mobility and financial technology (FinTech) sectors.

The Austrian state has adopted a generally proactive approach
towards digital currencies and blockchain, with the capital city of
Vienna spearheading the country’s efforts through ‘Smart City
Vienna’, an initiative to foster social and technical innovations,
while improving quality of life for citizens and conserving
resources. State-sponsored initiatives can also be identified in
the areas of public administration, contact tracing to combat the
spread of COVID-19, heat waste management, and even a_
rewards citizen programme in the form of a “culture token”
developed in partnership with the Vienna University of
Economics and Business.
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TOWARDS MAINSTREAM ADOPTION

Regulation and policymaking: Austrian policymakers and financial regulators are generally receptive towards
transformative technologies, especially those that apply to the FinTech sector. For example, the Financial
Market Authority (FMA) has established a registry for Virtual Asset Service Providers in Q4 2020.
Correspondingly, regulators have adopted an overall non-restrictive approach towards digital currencies and
blockchain to avoid hindering innovation. Indicatively, during the 2019 ANON Blockchain Summit discussion
panel, the Austrian Federal Minister for Digital and Economic Affairs, Margarete Schrambdck, remarked that
“Europe has a strong tendency to overregulate. [...] And then we are surprised that there are no European
companies in the top 10 worldwide. [...] We do not need regulation for blockchain.”

In November 2019, the Austrian Blockchain Centre (ABC) was established to explore blockchain applications
in the fields of finance, energy, logistics, public administration, and the internet of things (1oT). ABC, currently
involving more than 21 institutions and 54 companies in its public-private partnership model, aspires to
become the world’s largest blockchain research centre. Blockchain is also a key facilitator of the ‘Smart City
Vienna’ and ‘Open Government Data’ initiatives. The capital city of Austria aims to utilise blockchain
technology to reinforce transparency, openness, trust and citizen participation in its operations, and has
conducted numerous successful pilot releases to date.

Digital currency legislation that applies to blockchain: The Austrian Financial Markets Authority (FMA) has
warned the general public and investors of the risks associated with digital currencies, with many unlicensed
business entities active in the space included in the Authority’s warning list. FMA closely monitors the
developments in the field of decentralised financing, including initial coin offerings (ICOs), initial exchange
offerings (IEOs) and security token offerings (STOs). Digital currencies are generally treated as commodities
in Austria. However, depending on their specifics, various business activities involving blockchain and digital
currencies may provoke licensing requirements under the Austrian Alternative Financing Act (AIfFG), the
Austrian Banking Act (BWG), the Austrian Electronic Money Act (E-Geldgesetz) and the Austrian Capital
Markets Act (KMG).

Digital currency exchange is VAT exempt, as is the case in most European countries. Their use as payment
for goods or services is treated no differently than fiat currencies. Capital gains from their sale are subject to
a progressive income tax that amounts to up to 55 % for individuals and 25 % for corporations. For the near
future, however, a harmonisation in the capital gains taxation of token-based assets with traditional assets is
proposed. In case digital currencies are used to generate interest income, they are characterised as
investment assets and different taxation policies may apply. Anti-money-laundering (AML) and know-your-
client (KYC) regulation applies for payment service providers that utilise digital currencies. Digital currency
mining remains largely unregulated in Austria and no specific restrictions apply.

Academic Courses & Professional Qualifications: The Vienna University of Economics and Business
(Wirtschaftsuniversitat Wien, or WU), a research partner in ABC, provides a professional certification course
on blockchain, titled ‘Certificate in Blockchain Transforming Business’. The same university has also
launched the Institute of Cryptoeconomics, dedicated to the research of transformative technologies and
offering two undergraduate courses on blockchain topics: “Introduction to Blockchain” and “Blockchain and
Token Economy”. Moreover, the university offers a master’s degree programme in “Digital Economy”, which
includes some blockchain courses.

Blockchain across key industries: While Austria-based startups are active in a wide range of business
verticals, the state has concentrated its efforts to exploit blockchain technology in specific sectors. Various
initiatives have been exploring blockchain technology to facilitate the country’s digitisation plan, with the
capital of Vienna leading the charge. Blockchain technology is expected to be implemented in data
management and e-governance sectors, with the energy sector following next.
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BLOCKCHAIN STARTUP AND BUSINESS SCENE

Relative to its size and population, Austria counts a high number (50) of startups that are active in the
blockchain space. However, apart from a few global reaching national champions, most initiatives are in a
very early stage. This is evident by the relatively small number of employees per company (1-10 on
average), as well as the wide range of verticals in which companies are active. Specific geographical or
sector clusters could not be identified, although the capital of Vienna concentrates the highest number of
company headquarters, being home to 8 out of the 10 largest companies.

Blockchain Landscape Austria - January 2021

Blockchain Companies & Startups
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As of December 2021, Austria-based blockchain )
companies have approximately EUR 50 million, with Compame; founded per year
business opportunities in the space were identified as (since 2015)

early as 2012. In total, 7 companies have secured

funding with an average number of 2.5 investors per o

funded company. Notable startups and companies in 10

the country include: Bitpanda; Blockpit, a digital

assets investment platform responsible for more than 5

EUR 510 million traded in 2017; Coinfinity, a digital

currency broker; and Conda, a crowd-investing 0

platform for Austrian startups. 2015 2016 2017 2018 2019 2020 2021
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BLOCKCHAIN COMMUNITY

The COVID-19 pandemic had an evident impact on Austria’s blockchain community. Annual events and get-
togethers were postponed, others turned virtual, while others were cancelled. Concurrently, measuring the
growth of the Austrian blockchain community over the past years in a meaningful manner is hard. Yet,

11 000 individuals make up Austria’s blockchain community.

& \
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Source: coinmap.org

Overall, the Austrian blockchain and digital currency audience consist of 231 000 to 272 000 individuals, or
approximately 2.8 % of the total population.

(Source for audience: Facebook audience, ages: 16-65+, location: Austria, keywords: Block chain (database),
cryptocurrency, Bitcoin, Ethereum | Source for enthusiasts)
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INSIGHTS FROM EXPERTS

Alfred Taudes, Professor, Department of Information Systems and Operations Institute for Production
Management, Vienna University of Economics and Business

How would you evaluate the public awareness and adoption of blockchain and cryptocurrency in
Austria? Has the recent growth of the cryptocurrency markets facilitated familiarity ?

The awareness of the blockchain technology and cryptocurrencies has risen in Austria especially in the past
few months. This was mainly driven by mainstream media coverage of the recent growth in cryptocurrencies
markets in general, specific phenomena, such as non-fungible tokens (NFTs) as well as highly visible VC
[venture capital] investments in selected Austrian blockchain startups. In Austria, the blockchain technology
and especially cryptocurrencies are still associated with tax evasion and money laundering. Due to the lack
of legal regulatory measures and reliable control measures, the people’s trust in this technology is relatively
low. However, despite this low trust, the Global Digital Report 2020 shows that nine per cent of the persons
living in Austria in 2020 owned cryptocurrencies in any kind, which is two percentage points above the
worldwide average.

How would you evaluate the overall size and maturity of the blockchain and cryptocurrency business
ecosystem in Austria?

The overall size of blockchain and cryptocurrency business ecosystem in Austria is due to the above-
mentioned facts and circumstances relatively small and mostly startups are currently engaged in this sector.
However, these Austrian startups encompass numerous aspects and business areas that deal with
cryptocurrencies and the blockchain technology in general, for instance such as crypto tax reporting, crypto
broker exchanges and even token-emitting startups. The startup part of the ecosystem can be characterised
by a high level of growth combined with a high level of attrition. Overall, once regulatory measures and
reliable control measures will be implemented, in our view, the size and maturity of the blockchain and
cryptocurrency business ecosystem in Austria will face a huge chance of growth since institutional investors
and other companies then SMEs could be likely to make use of this technology. With regards to larger
corporate players, an increase of experimentation in innovation departments can be seen. However, these
remain at early stages of product lifecycles. The focus is on understanding the technology, product discovery
and limited proofs-of-concepts. However, once such regulatory measures and reliable control measures will
be implemented, in our view, the size and maturity of the blockchain and cryptocurrency business ecosystem
in Austria will face a huge chance of growth due to the fact that institutional investors and other companies
then SMEs could be likely to make use of this technology.

What measures has Austria taken over the past year in terms of public sector initiatives and
legislation to promote blockchain and cryptocurrency adoption?

The EU’s 5th Anti Money Laundering Directive (Directive [EU] 2018/843), which had to be implemented by all
Member States and therefore also in Austria by 31 January 2020, introduced a uniform definition for
cryptocurrencies (so-called “virtual currencies”) and, on the other hand, certain due diligence obligations,
which must be carried out by domestic service providers in relation to cryptocurrencies. These obligations
include, for instance, the regular verification of the identity of the customer, the beneficial owner and the
origin of the funds. Thus, for the first time, a regulatory framework was created both at the EU level and in
Austria, which has increased legal certainty and subsequently also the willingness of investors to invest in
cryptocurrencies.

What measures can be taken at a national and European level to promote blockchain and
cryptocurrency adoption by the public while also making it a more appealing option for
entrepreneurs?
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Due to the payment character of the “virtual currencies” defined in the 5th Anti Money Laundering Directive
on the one hand and the increasingly diverse design possibilities of tokens as well as their growing popularity
on the other hand, which can be structured similar to shares, participation rights or vouchers, new regulatory
and supervisory measures will be necessary to achieve legal certainty and consequently the increased
willingness of investors to invest in such assets. On the part of the EU, there are already moves in two
different directions: with the DAC 8 directive proposal, the EU is planning a further step towards equalisation
with capital assets, as crypto assets are also to be covered by the automatic exchange of information
between the Member States. With the Markets in Crypto Assets (MiCA) directive proposal, crypto assets not
qualifying as financial instruments are to be subject to the same regulatory provisions (i.e. in particular with
regard to market manipulation). Furthermore, the directive proposal aims at providing legal certainty for
crypto assets not covered by existing EU financial services legislation in general.

What does the future hold for the Austrian blockchain and cryptocurrency ecosystem?

In our view, the future for the Austrian blockchain and cryptocurrency ecosystem must be divided into the
cryptocurrency and blockchain sector. On the one hand, the cryptocurrency sector might diminish in the
upcoming years since the payment character of such assets is becoming increasingly less important.
However, because of the paradigm shift undertaken in the course of the eco-social tax reform 2022,
cryptocurrencies (but not tokens) have been integrated into the taxation system of capital assets and will be
treated as such retroactively as of 28 February 2021. This could have an impact on the popularity of
cryptocurrencies. On the other hand, assets that allow for utility and governance functions are becoming
increasingly popular. This leads to the second, i.e. blockchain sector, which provides for numerous ways of
usage, such as the tokenisation of assets, making it possible for precious goods (e.g. real estate and shares)
to be divided into parts which then allows people to acquire those parts and participate in the gains derived
by those assets, or simply to own (a part of) an asset they always wanted to possess. Furthermore, the
blockchain technology due to its inherent characteristics allows for the unadulterated and aggregated
storage of data that can be used to enhance especially processes involving big data, e.g. for customs and
other purposes.
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Key Findings Belgium

THE BELGIAN BLOCKCHAIN ECOSYSTEM AT
THE MOST ACTIVE SECTORS A GLANCE

Fl n TeC h Belgium has one of the largest GDP per capita, strong scientific
work, and FinTech sector. This combination has fostered the
creation of an active blockchain ecosystem nationwide. Being

BLOCKCHAIN PROFESSIONALS one of the most important financial centres of the world, the
Belgian blockchain startup ecosystem is primarily centred
992 around applications for the banking and financial sector. More

recently, the growing understanding of tokenisation's benefits
fostered several startups' growth in that scene. The lack of
specific legislation didn’t hamper the issuance of utility and even
BLOCKCHAIN SOLUTION PROVIDERS security token offerings. Last but not least, several well-

AND STARTUPS established companies and VC funds serve the continuous
47 growth of the cryptocurrency ecosystem.

Most blockchain startups focus on Business to Business (B2B)
and Business Consumer (B2C) projects that, apart from the
financial and banking sectors, cover diverse domains, such as
legal, logistics, supply chain, and corporate governance, among
others. Several blockchain companies also offer consultancy
services for big corporations, which helps to highlight why
existing companies investigate the applicability of blockchain
technologies in their business.

Belgium is also characterised by regional disparities when it
comes to blockchain companies. The region of Flanders has
approximately 60% of all blockchain-related startups, followed
by Brussels with 30%, while Wallonia is home to the remaining
10% of blockchain companies.

Belgian companies are also heavily involved in research and
innovation activities around blockchain technology, mainly in
Horizon 2020 projects funded by the European

Commission. To date, more than 65 projects have been funded.
This number is relatively high compared to other European
countries of larger size and population.
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Regulation and policymaking: Belgium, together with 20 other Member States from the European Union, is
a committed participant of the European Blockchain Services Infrastructure (EBSI). As a first step towards
this, Belgium commissioned its first node on 12 February 2020, as a result of a collaboration between Belnet,
the country’s public services provider of high-speed internet, and Smals, which develops applications and
services for the ICT sector. Belgium was also the first country to spin up a second node. In collaboration with
KU Leuven and BOSA (a government agency, Belnet and Smals founded BelBlock, an EU CEF project.
Their website and other activities aim to raise awareness for EBSI in the Belgian context.

TOWARDS MAINSTREAM ADOPTION

Within the ‘Blockchain on the Move’ project, the City of Antwerp envisages the first attempt to provide
citizens, through blockchain technology, with a 'Self-Sovereign Identity (SSI)' that they can use in their
interactions with governments, other (public) organisations or companies. The project focuses on the use of
new technologies (including blockchain), providing citizens with more freedom of choice and room for
regulation in their contracts with the government, and granting citizens ownership of their data. This project,
alas died a silent death when the Flemish Government stopped supporting it.

Ubisoft in partnership with Belgium Pro Soccer league has launched a free to play crypto soccer game.The
company has partnered with the Jupiler Pro League, the professional soccer league of Belgium.

Seety, a digital parking startup based in Belgium, has introduced crypto payment support for parking tickets.
The startup has rolled out a crypto payment feature in Antwerp and Brussels. According to the press release
issued by the company, customers will not incur any additional fees if they use crypto.The Seety app
reportedly has over 355,000 users in Belgium and the Netherlands.

Brewers and farmers from Belgian Barrels Alliance (BBA) have partnered with Zeromint to offer nonfungible
tokens (NFTs) aimed at preserving the UNESCO recognized Belgian beer culture and heritage. The Belgian
Barrels Alliance, aims to launch NFTs initiatives to promote tree plantations and learn specialized artisan
skills and traditions in addition to building engagement and reward opportunities for beer fans and
enthusiasts.

Virtual currency legislation that applies to blockchain: According to a recent report on the regulation of
cryptoassets from Burges Salmon, there are currently no specific laws or regulations in Belgium. In 2017, the
country’s Financial Services and Markets Authority (FSMA) published a communication on Initial Coin
Offerings (ICOs) that provides an overview of the legislation and regulations that may apply to ICOs and
cryptoassets. At the same time, the Belgian National Bank and the Financial Services and Markets Authority
have issued public warnings, informing consumers and potential investors of the risk associated with virtual
currencies as early as 2014. The latter Authority actively maintains a red-list of fraudulent virtual currency
sites. Nevertheless, the FSMA approved during 2021 a real estate token project and an (art) security token
project. Utility token offerings are considered a regular option to raise capital.

According to the financial regulator of Belgium, the characteristics of cryptoassets may be similar to

e investment instruments, given that they may provide rights to revenues or returns;

e a means of storage, calculation, and exchange, given their convertibility into other cryptoassets, tokens
or fiat money; and/or

e a utility token, if they provide access to certain products or services.

It should be mentioned, however, that the Anti-Money Laundering (AML) regulations and Know Your Customer
(KYC) policies are still applicable to crypto exchanges operating in Belgium.

Belgium has cryptocurrency taxes, at 33% on any cryptocurrency income depending on how the tax subject is
investing. If it's merely an increase of value over time, there is no taxation, but the tax subject has to proof the
HOLD’ing. This is considered an investment as a bonus pater familias. Contrary to other countries, there is no
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specification on the required holding time. The intention has to be proven. If the profit results from speculation
and market trading, the tax is 33% (taxed as other income). However, if the tax subject acts as a professional
trader (i.e. buy hardware, subscribe to paid info sources,...), then the income from the trading will be taxed as
regular income. Belgium has one of the highest taxes on income, as of 39.660 €, you pay up to 50% on taxes.

Blockchain Regulation for Crypto Exchanges and Custodial Wallets: The Financial Services and Markets
Authority (FSMA), requires the region's crypto exchanges and custodial wallet services to register as of 1 May,
2022. Crypto businesses in Belgium that have been already operating before this official announcement are
required by law to notify the FSMA of the “exercise of their activity” within the next two months, before July 1
2022. In addition to disclosing operations, existing businesses have been given four months, i.e., before Sept.
1, to register as a regulated business with the financial regulator. Crypto service providers must fulfill seven
conditions that include being constituted in the form of a company with a minimum capital of 50,000 euros.

Blockchain in academia: Professional training courses on blockchain technology are available in Belgium,
mainly through independent training and certification providers. Academia has also adapted their curricula to
include specific blockchain-related topics to meet the public’'s increased interest in blockchain and
cryptocurrencies. It is important to note that the topics are not offered as dedicated, organised programmes
that lead to a degree associated with blockchain or other decentralised technologies.

Blockchain across key industries: Analysing the startup ecosystem in Belgium, it is evident that most active
startup companies focus on applications and services around the banking and the financial sector. This can be
attributed to the fact that Brussels is the financial capital of Europe and the seventh most important financial
centre worldwide. Additionally, the legislative and regulatory frameworks do not pose any specific restrictions or
hurdles that would prevent the development of the FinTech and ecosystem in Belgium. The presence of financial
knowledge also fosters the growth of companies focusing on cryptocurrencies and decentralised finance.

BLOCKCHAIN STARTUP AND BUSINESS SCENE

Companies Founded per Year (Since 2015)

10

2015 2016 2017 2018 2019 2020 2021
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Belgium is home to a fast-growing startup scene, thanks to its strong service economy, and the fact that
most people are proficient in English. Adding to this, the number of newly incorporated companies in the
country is constantly on the rise, and numerous Belgian cities host startup weekends, hackathons, meetups,
and open coffees. This startup ecosystem is supported by many diverse acceleration programmes and
incubators across the country.

Moreover, being the financial centre of the European Union, along with its diverse, innovative startup scene,
Belgium is an attractive location for international companies looking for a place to set up their excellence
centres. In March 2018, Fujitsu inaugurated its international Blockchain Innovation Centre in Brussels, which
focuses on the promotion of research and development in the field of blockchain technologies beyond
financial services, addressing the needs of sectors such as logistics and supply chain, real estate,
decentralised digital identities, and smart contracts.

The number of blockchain startups in Belgium, according to Crunchbase, is 47. According to data retrieved
by Linkedin, the number of blockchain professionals is 992.
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BLOCKCHAIN COMMUNITY

Brussels, as well as other Belgium cities, host an active and diverse ecosystem of blockchain-related
startups that are developing applications and services for various sectors. This ecosystem is supported and
further promoted by various associations incorporated in Belgium with, in some cases, pan European or
global influence and presence.

Founded in 2019, the International Association of Blockchain Trusted Applications (INATBA) is driven by DG
Connect of the European Commission. INATBA serves as a joint platform for various industrial players,
startups, as well as regulatory and policymaking and standardisation bodies that support and promote
blockchain and Distributed Ledger Technology (DLT), by encouraging public and private sector collaboration.

Blockchain for Europe represents international blockchain industry players at the EU-level, with a primary
focus on proactively contributing to the regulatory debate by supporting European decision-makers in their
goal to make blockchain technology a success. HIVE Blockchain Society is a non-profit blockchain
association that aims to create a multidisciplinary community of blockchain enthusiasts and experts, to
promote the understanding of DLTs and its potential for decentralisation, its different applications, and
challenges, as well as to inform the Belgian and international community about its developments.

The Blockchain proponents in Belgium are at the moment still organised across several axes. Supported by
the Wallonian (French / German speaking part of Belgium) government, WalChain aims to unite blockchain
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startups to position their digital solutions as drivers for the development of new digital ecosystems, and the
further economical development of the region.

The enterprise blockchain focused BelTug Blockchain taskforce, established in 2018, unites the largest
stakeholders in Flanders (Dutch speaking part of Belgium). They aim to unite enterprises to create a
common voice towards the government.

The newly founded Belgian Blockchain & Cryptoassets Federation, at the moment with a strong
cryptoassets/cryptocurrencies focus, aims to unite all Belgian blockchain and cryptoassets proponents.

In addition to organised blockchain associations and hubs, the Belgian blockchain community consists of
45,000 observers based on the extended outreach data from Facebook Audiences, which corresponds to
approximately 0.4% of the population. Out of those, 10,105 members are engaged with communities of
practice related to blockchain technology and are involved in 28 frequent meetup groups. Based on LinkedIn
data, 3,200 professionals are directly or indirectly associated with the blockchain technology.

NOTABLE BLOCKCHAIN COMPANIES

AGEIify: A simple, accurate, and privacy-preserving age verification solution. It is based on advanced IT
security methods and techniques used in Identity & Access Management and Privacy-Preserving solutions
and a blockchain backbone that guarantees non-repudiation of the already minimal information stored. It
may be used for controlling access to online age-restricted content, such as adult web sites, rated-videos,
gambling and games platforms, alcohol, tobacco, etc.

Keyrock: It is cryptocurrency market makers building scalable, self-adaptive algorithmic technologies to
support efficient digital asset markets. Through a combination of in-house algorithmic trading tools, high-
frequency trading infrastructure, and industry expertise, Keyrock provides unparalleled liquidity services to
tokens, exchanges, and brokerages within the cryptocurrency ecosystem.

Delta: Delta is a Bitcoin & cryptocurrency portfolio tracker app. Delta allows users to keep track of all
cryptocoins, including Bitcoin, Ethereum, Litecoin and over 2000 altcoins. The company has been acquired
by eToro.

Credix: Credix is a decentralised credit marketplace powered by Solana blockchain technology. Credix
protocol enables global access to efficient undercollateralized lending for loan originators (e.g. FinTech
companies) in emerging markets and fixed-income investment opportunities for investors. Credix bridges
traditional finance and DeFi with the regulatory compliant framework institutions need.

Playtreks: The PlayGrounds is the NFT marketplace for artists and digital content creators. PlayGrounds
NFT marketplace, one of the first digital marketplaces where artists and digital content creators can mint their
content into non-fungible tokens (NFTs) and expose their crypto collectibles. Creators and fans alike can

buy, sell, and discover exclusive digital items.

SettleMint: Founded in 2016, it has one goal: To make blockchain applications accessible for organisations
and companies. With their platform, they reduce the complexity of the blockchain technology, making it easy,
fast, and seamless for an organisation to turn a business concept into a working blockchain application in a
fraction of time.

Yuso: Integrates renewable and sustainable energy sources into the existing markets. By focusing on
decentralised energy production, companies can manage their energy consumption and injection flexibly.
Yuso is your intermediary to the new energy market.

Venly (formerly Arkane) : Venly provides a wallet and NFT products that seamlessly integrate with your
blockchain project.
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INSIGHTS FROM EXPERTS

Interview with Koen Vingerhoets, FUJITSU

EUBOF: How would you evaluate the public awareness and adoption of blockchain and
cryptocurrency in Belgium? Has the recent growth of the cryptocurrency markets facilitated
familiarity?

KV: The public awareness about and familiarity with blockchain, cryptocurrencies and NFT’s are steadily
growing. Initiatives are easily picked up by the mainstream media, although frequently contextualized by
powerful critical voices. It could be summarized as “mainstream-with-a-frown”. Some examples that made it
to many households through the news: a well-known artist like Jeroom sells his drawings as NFT’s, a house
was put on the market together with its digital twin in the metaverse (https://www.zimmo.be/nl/metaverse-
huis/), a work of art was tokenized (https://www.rubey.be), newspapers write about novelties like real estate
tokenization (https://www.tijd.be/ondernemen/vastgoed/dankzij-blockchain-ben-je-kotbaas-vanaf-50-
euro/10332538.html), KBC had her own employees test the KBC Kate-coin (a bank backed stablecoin) on a
festival (https://www.demorgen.be/nieuws/kbc-test-eigen-cryptomunt-op-werchter-boutique-daarna-
beschikbaar-voor-alle-klanten~b7435a6d/). Crypto even made it to the late night news
(https:/Iwww.vrt.be/vrtnws/nl/2022/05/25/bijna-10-van-de-belgische-gezinnen-belegt-in-cryptomunten/), but a
smirk is never far away. Owning crypto as part of an investment portfolio is no longer an oddity and tips are
frequently shared by (so-called) crypto-experts. However, the loudest voices in the public debate (National
Bank, economists) warn about the risks of cryptocurrencies and NFT’s, and, but to a lesser extent, the risks
of blockchain technologies.

EUBOF: How would you evaluate the overall size and maturity of the blockchain and
cryptocurrency business ecosystem in Belgium?

KV: The business ecosystem is in my opinion steadily growing in diversity and size, but still remains largely
under the radar. Companies like Keyrock are essential to the crypto market, but still fairly unknown. Venly
(formerly Arkane) raised millions to expand their NFT marketplace and services. NGrave receives rewards
for having the most secure crypto storage device. With Tioga Capital, there is an investment fund focused on
blockchain technology. Service providers like SettleMint, IntellectEU and Fujitsu bring projects from idea to
production all over the world. Recent events like Web32 in Antwerp and the Brussels Blockchain Week
showcased a myriad of startups and established companies moving to blockchain based solutions. The
Walloon region created WalChain to properly support blockchain technology based start- and scale-ups.
Three elements impact the lack of visibility: (i) customers are often located abroad, (ii) Belgian people are
modest and aim to have a solution in production prior to communicate about it, (iii) the different actors in the
blockchain & crypto market are not fully aware of each other. To counter the latter, #Blockchain4Belgium, an
initiative supported by FPS BOSA (https://bosa.belgium.be/en), aims to unite all professional actors and
stakeholders in the Belgian blockchain and crypto ecosystem.

EUBOF: Only respond if specific measures have been taken - What measures has Belgium taken
over the past year in terms of public sector initiatives and legislation to promote blockchain and
cryptocurrency adoption?

KV: As far as | know, there is no legislation promoting blockchain and crypto adoption. The FSMA and NBB
have been very open to discuss blockchain projects. The kick-off of #Blockchain4Belgium
(https://blockchaindbelgium.be/), supported by the SPF BOSA, is as far as | know the most visible action.

EUBOF: What measures can be taken at a national and European level to promote blockchain and
cryptocurrency adoption by the public while also making it a more appealing option for
entrepreneurs?
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https://www.rubey.be/
https://www.tijd.be/ondernemen/vastgoed/dankzij-blockchain-ben-je-kotbaas-vanaf-50-euro/10332538.html
https://www.tijd.be/ondernemen/vastgoed/dankzij-blockchain-ben-je-kotbaas-vanaf-50-euro/10332538.html
https://www.demorgen.be/nieuws/kbc-test-eigen-cryptomunt-op-werchter-boutique-daarna-beschikbaar-voor-alle-klanten~b7435a6d/
https://www.demorgen.be/nieuws/kbc-test-eigen-cryptomunt-op-werchter-boutique-daarna-beschikbaar-voor-alle-klanten~b7435a6d/
https://bosa.belgium.be/en
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KV: On national and EU level, a coordinated approach to properly regulate cryptocurrencies would contribute
to legal certainty, which is imho elementary for entrepreneurs. No more “crypto friendly” zones, clear
guidance on what is a utility/security token, publication of past decisions to show the way, regulatory
sandbox to provide proper understanding to all parties involved,... could be manifestations of such a
coordinated approach. | do believe the EU is taking steps in the right direction.

EUBOF: what does the future hold for the Belgium blockchain and cryptocurrency ecosystem?

KV: In the future, | expect more regulation and legislation to protect consumers. It's a two-edged sword: an
almost religious belief in a decentralized approach, requires support and decisions from the most centralized
instances to make progress. It will foster public adoption, but contain and channel the almost unlimited
innovation of today into customer focused, secured solutions.

For enterprise blockchain, | expect a further steady growth into tech-stack oblivion, supporting ever more
mindblowing use cases (in other words: it will reach the platform of productivity in the Gartner hype cycle).

USEFUL RESOURCES

International Association for Trusted Blockchain Applications — Website of INATBA

Blockchain for Europe — Website of Blockchain for Europe

HIVE Blockchain Society — Website of HIVE Blockchain Society

Cryptoassets: A UK and European perspective on the regulation of cryptoassets — Burges Salmon

Blockchain on the Move — City of Antwerp, Innovation and Technology Division.
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https://inatba.org/
https://www.blockchain4europe.eu/
https://www.hive.brussels/
https://bsreaction.burges-salmon.com/reaction/emsdocuments/Cryptoassets%20Report%202020.pdf
https://www.innovatieveoverheidsopdrachten.be/en/projects/blockchain-move-botm
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Key Figures

TOTAL FUNDS RAISED

€6.39 million

BLOCKCHAIN SOLUTION PROVIDERS
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Bulgaria

THE BULGARIAN BLOCKCHAIN ECOSYSTEM
AT A GLANCE

Bulgaria locates in the Balkans and has been part of the
European Union since 2017. According to the European
Commission report, the economy experienced strong economic
growth in the past few years. General figures on the country are
available through various organisations such as the World Trade
Organisation and World Bank.

The country hosts a vibrant ecosystem around the blockchain.
Moreover, the ecosystem has grown from the previous report, as
indicated by the number of startups. Bulgaria participates in
European initiatives on the blockchain, such as hosting nodes for
the EBSI, as discussed in the adoption.

There are regulations mainly focused on the financial aspect and
cryptocurrencies. The regulations are relevant to taxation and
investors’ protection. Moreover, academia fosters the ecosystem
around blockchain by establishing courses and certifications.
Private entities are active in providing educational material.

The startup ecosystem in Bulgaria is composed of small and
medium entities, with the focal sector being financial services.

AXN CERTH
{25 2IE omoom ?ﬁi@i‘"“'" d BITFURY \\/WH'TE Deraner

o dh¥  HELLAS

RESEARCH

Page 30 | 213


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52020SC0501&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52020SC0501&from=EN
https://www.wto.org/english/thewto_e/countries_e/bulgaria_e.htm
https://www.wto.org/english/thewto_e/countries_e/bulgaria_e.htm
https://data.worldbank.org/country/BG
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TOWARDS MAINSTREAM ADOPTION

Blockchain adoption: There is interest in blockchain adoption in Bulgaria as various cases showcase the
interest. Rumours from international media reported that the country explores crypto payment options, as
Bulgaria uses its national currency and may have little benefits in a digital euro without a swift in currencies.
Moreover, the country is part of the EBSI and the coordinator for setting up a node in the network is Industria
Technology OOD as defined by the EC announcement. The action includes entities from the national
ecosystem active in blockchain that will have to cooperate to deliver the node and other functionalities.

Legislation of blockchain: The regulation mainly focuses on cryptocurrencies, and the subjects are
relevant to the uses of cryptocurrencies. In detail, cryptocurrencies have to be declared and audited by the
National Revenue Agency as a financial asset. Gains from cryptocurrencies trading and mining are
considered taxable events, so citizens will have to report that source of income to the tax authorities. Finally,
a public registry for entities, including both natural persons and companies, with cryptocurrency-related
activities have to be registered in a public register. The regulation for AML was introduced in 2020 issued by
the Ministry of Finance with Ordinance No. N-9.

Blockchain in academia: There was a scarcity of information relevant to educational initiatives on
blockchain in Bulgaria. Blockchain impacts numerous business sectors and it is included as a subject in
FinTech related masters. In detail, the Faculty of Economics and Business Administration (FEBA)
collaborates with Bulgarian Fintech Association (BFA) for a FinTech master, including blockchain. The
initiative has been covered by the media and university. The university accommodates individual courses
such as Blockchain changing Digital Strategies and others. The Technical University in Varna is another
institute with individual blockchain courses like Blockchain Technologies as part of artificial intelligence (Al)
systems.

Moreover, there are initiatives from the private sector for educating the public on blockchain. The last report
on the national ecosystems included a couple of training programmes that are still active. Another initiative in
education comes from the private company, LimeChain, with the introduction of LimeAcademy. For example,
there is educational material for Blockchain Developers with eight modules to guide them.

Blockchain across key industries: The blockchain activity is across a diverse range of industries and
sectors in Bulgaria. The prevalent industry for blockchain use is in finance, as the majority of entities are
concentrated. The finance sector has a higher degree of maturity, and the Bulgarian Fintech Association is
active in the national ecosystem. Another use for blockchain is to support applications and software, and this
is the second most prevalent use of the technology. The services make use of blockchain attributes to deliver
functionalities with their services.
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https://cointelegraph.com/news/bulgaria-s-finance-minister-says-country-is-exploring-crypto-payment-options-report
https://ec.europa.eu/inea/en/connecting-europe-facility/cef-telecom/2020-bg-ia-0060
https://therecursive.com/the-sofia-university-and-bfa-programme-for-future-fintech-masters-adds-a-new-focus-blockchain/
https://www.uni-sofia.bg/index.php/eng/the_university/faculties/faculty_of_economics_and_business_administration/news/for_the_second_year_in_a_row_in_the_faculty_of_economics_and_business_administration_at_sofia_university_st_kliment_ohridski_a_master_s_program_in_fintech_is_being_started
https://www.uni-sofia.bg/index.php/eng/the_university/faculties/faculty_of_economics_and_business_administration/news/course_how_are_technologies_like_blockchain_and_artificial_intelligence_changing_digital_strategies
https://uni-sofia.bg/search/?q=blockchain
http://cs.tu-varna.bg/en/discipline/146
https://limeacademy.tech/
https://fintechbulgaria.org/
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BLOCKCHAIN STARTUP AND BUSINESS SCENE

Companies size in employees A robust startup scene closely relates to aspiring innovators and
entrepreneurs’ investment and funding opportunities. The last
version of the report included venture capitals, such as eeternity
Ventures, Eleven Ventures and LANCHHub Ventures, active in
the Bulgarian ecosystem. Apart from venture capitals,
accelerator programmes are beneficial for preparing startups for
their next stage, and the Starfleet Accelerator Program was part
of the report’s last version. This report will aim to extend and dive
deeper into the startup opportunities in Bulgaria.

1%

101-250

As the venture capital is interested in blockchain technology,
startups in the early stages can explore the option of the New
m1s00  Vision 3 Fund. The portfolio fosters some entities with blockchain
applications like Phyre, Klear and others. Similarly, LAUNCHHub
Ventures is active in supporting the blockchain ecosystem. For
example, as one of the latest news — Ambire succeeded in
raising close to EUR 2.5 million. Other venture capital options
with blockchain projects in their portfolio include Vitosha Venture
Partners and NEVEQ Management.

31-100

Business sector

Apart from venture capitals, there are accelerators programmes
to support the innovation in the Bulgarian blockchain ecosystem.
Accelerators can provide a wide range of benefits to participants:
from idea validation up to preparation for funding rounds. The
Bulgarian Innovation Hub hosts accelerator programmes for
startups, with last year’s cohort covered in a hews article.
Innovation Capital provides another option for attending
accelerators with different options to select depending on the
startup’s needs.

T Leisure
Healthcal
Administration
Gambling
Entertaiment Education

The blockchain startup ecosystem is vibrant with small and medium companies. The vast majority of the
entities were established between 2017 and 2019, as Bitcoin hit the news and popularised blockchain
technology. There are entities that swift their operations and adopt blockchain, as indicated from entities
established prior in years, before the 2010s. Finally, the startups cover a wide range of business sectors,
with the most prevalent being the financial sector.

Companies founded per year
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https://www.newvision3.com/
https://www.newvision3.com/
https://cryptoevents.global/defi-focused-crypto-wallet-ambire-receives-2-5m-in-funding-round/
https://www.vitosha.vc/portfolio
https://www.vitosha.vc/portfolio
http://neveq.com/en/companies
https://www.bghub.io/
https://therecursive.com/seven-startups-join-bulgaria-innovation-hub-s-accelerator-for-international-scaling/
https://www.innovationcapital.bg/accelerator
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BLOCKCHAIN COMMUNITY

There are organisations and incentives in Bulgaria to support and boost the participation of the public in
blockchain. The past version of the report included the Balkan Blockchain Association and Bulgarian Fintech
Association. The first association participates in INATBA as a member as announced in 2019. Bulgarian
Fintech Association is active with publishing reports on Bulgarian FinTech ecosystem with the 2021 report
being available online. Blockchain is a subject for FinTech, as the technology can disrupt the financial sector
and the traditional business model.
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Conferences are another choice for people active in the blockchain to participate. Conferences are events
that permit participants to learn the state-of-the-art on the subject and expand their network. For example,
Bulgarian Digital Week has accommodated the International Conference on Crypto Finance & Blockchain
Technologies in June 2021. For upcoming events, the enthusiasts for blockchain have the opportunity to join
the FinTech Summit in March 2022, where the subject will be on the way for blockchain disruption in the
FinTech and benefits to harness. Finally, the academic community sets up events for promoting research. An
example is the Science Events Ltd with events on multiple subjects and publication such as last year’s
Blockchain in Marketing by Justyna A. Minkiewicz.

Apart from associations, private companies aim to support the community with organising events. Such
events share the passion and experience of experts active in the field. For instance, the private entity
hack.bg has organised meetups for blockchain developers. Similarly, another entity, DEV.BG, has a user
group on blockchain where events take place for learning and socialising between people with similar
interests. While the majority of events are concentrated in the capital, other cities accommodate events and
meetups for the community. An event in Blagoevgrad covered in a news article had as a topic FinTech and
Blockchain in the past year and was organised by Startup@Blagoevgrad.
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https://balkanblockchain.org/
https://fintechbulgaria.org/
https://fintechbulgaria.org/
https://balkanblockchain.org/2019/06/bba-member-of-inatba/
https://fintechbulgaria.org/annual-fintech-report-2021-is-here-download-it-now/
https://bdw.bg/crypto-and-blockchain/
https://www.capital.bg/en/event/229-fintech-summit-2022/#item-1
https://www.sciencebg.net/en/conferences/economy-and-business/
https://www.scientific-publications.net/en/article/1002262/
https://hack.bg/events/
https://dev.bg/en/
https://dev.bg/en/bulgarian-blockchain-user-group/?et_fb=1&PageSpeed=off
https://therecursive.com/startup-aubg-gathers-the-see-community-of-tech-leaders-and-future-innovators/
https://www.startupatblagoevgrad.org/en
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BLOCKCHAIN COMMUNITY

Ambire: is a company established in 2017 relevant to digital advertising. The solution aims to boost
transparency for advertisements while respecting users’ privacy. Advertisers are recognised via
cryptographic identities as personal data are in off-chain storage. A dedicated wallet to handle tokens and
permissions is part of the suggested solution.

Coinpanda: is an application launched in 2018 for tracking cryptocurrency portfolios and the resulting taxes.
The idea emerged from the frustration of tracking transactions and calculating the taxes. Digital wallets can
be used for that purpose by using their public keys for querying the blockchain transactions via APIs.

Credefi: introduced its idea to connect crypto lenders with SME borrowers in 2020. The roadmap of the
project presents the adoption of Polygon and the future migration to Solana. The project includes three
distinct phases. The platform makes use of Ethereum blockchain and the matured language Solidity for
deploying smart contracts.

Deriveum: a startup founded in 2019 which was funded by Block.IS. The start-up’s idea is to utilise crypto
commodities as credit-default swap (CDS) collateral and manage risk-sharing. The idea involves locking
value in a smart contract to cover the case of inability to pay. The startup seems to implement Corda
blockchain for its application.

Qaisec: is a company that states to offer custom solutions in the banking sector. One of the solutions is the
introduction of the quantum encrypted blockchain (QEB). The application of QEB offers a greater level of
security to safeguard blockchain from vulnerabilities stemming from the proliferation of quantum computing.

Ricoto: is a company established in 2018 with an expertise on content writing for blockchain projects. The
proliferation of ICOs necessitates the presentation of coherent plan around the suggested solution of a
project.

TokenGet: is a platform to launch ICOs in a secure and manageable way established in 2017. It permits the
companies to focus their efforts on marketing and promotion of the ICO, since the platform delivers
functionality across the different actions involve in an ICO. The company is part of the Balkan Blockchain
Association.

Tresaro: is a blockchain marketplace that focuses on three sectors: e-commerce, crowdfunding, and charity.
The decentralised marketplace is a trustless environment for peer-to-peer trading without the arbitration of a
centralised authority. The marketplace utilises a SWARM network deployed on Ethereum.
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https://www.ambire.com/
https://coinpanda.io/
https://www.credefi.finance/
https://deriveum.com/
http://www.qaisec.eu/
https://ricoto.com/
http://www.tokenget.com/
https://tresaro.com/
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INSIGHTS FROM EXPERTS

Hristian Daskalov, Doctor in Industrial Management, Technical University of Sofia

How would you evaluate the overall size and maturity of the blockchain and cryptocurrency business
ecosystem in Bulgaria?

When my colleagues and | launched the “Open Source University” project in 2015, it was among the few, if
not the only blockchain-development initiative in the country beyond the world of finance. The Center for
Shared Science and Business, which we set up at the Technical University of Sofia to academically govern
the project, was the only such laboratory. Today there is a plethora of blockchain R&D projects in the country
from all the industry sectors — software development and consulting, accounting and legal, exchanges and
brokerages, infrastructure providers, mining services, NFTs, and educational programs. We have Web3-
focused venture funds active on the ground, a couple of crypto associations, and a very active “Sofia Crypto
Meetup” community. Major international entities in the blockchain sector have invested in the country by
employing outsourced teams and establishing development offices in Sofia. | would say that Bulgaria, as of
today, has a fully-fledged blockchain/crypto ecosystem, which is among top 6 in Eastern Europe. The only
thing the country needs is its Web3 unicorn to make the headlines globally and attract more awareness and
talent, similar to countries such as Estonia.

What measures has Bulgaria taken over the past year in terms of public sector initiatives to promote
blockchain and cryptocurrency adoption?

Bulgaria has recognized blockchain as the new infrastructure and enabler for more transparent, efficient, and
accountable public administration. It is among the founding countries behind the European Blockchain Service
Infrastructure (EBSI), which explores how decentralized technologies can empower the creation of human-
centric solutions that foster civic participation and digital sovereignty. Over the past year, a country-level
consortium was formed, which is now in charge of implementing the Bulgarian part of EBSI with pilots in the
field of document validity checks and elf-sovereign identity.

What measures can be taken at a national and European level to promote blockchain and
cryptocurrency adoption by the public while also making it a more appealing option for
entrepreneurs?

| believe that the new elDAS 2.0 regulatory framework and the European Digital Identity Wallet are significant
initiatives under the umbrella of the European Commission, which have the potential to advance the adoption
of blockchain by the public. Blockchain’s adoption as a means for transparency and accountability in the private
sector is also important, but policy-makers on national and international levels should avoid too much
intervention in the area if they are to be seen as enablers. Cryptocurrencies and DeFi, in general, are a whole
other story and the more they correlate with the traditional financial world assets, the closer regulations they
should expect. Hence, it is important to go towards smarter, digital-savvy regulations for all — such that provide
trust and predictability and encourage innovation on the side of all key stakeholders.

What does the future hold for the Bulgaria blockchain and cryptocurrency ecosystem?

The Bulgarian startup ecosystem is a regional leader in innovation, ranked number 36 globally by
StartupBlink. According to recent research, Bulgaria is an ideal place to locate for energy & environment,
software and data, as well as marketing & sales startups. All of this speaks well about the development of
the blockchain and cryptocurrency ecosystem in the country. While there is a global recession ahead of us,
Bulgaria was actually on a net profit as a result of the previous one in 2018 due to the relocation of many IT
businesses in the country, known as a preferred nearshore destination among international corporations. |
believe we can expect similar developments this time around, but with Web3 companies making a move
towards Bulgaria.
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Key Figures Croatia

THE CROATIAN BLOCKCHAIN ECOSYSTEM
TOTAL FUNDS RAISED AT A GLANCE

€1 04 922 . 4 Croatia is a country located in central and south-east Europe

and part of the EU since 2013. Croatia’s economy has been
affected negatively by the pandemic, but the economy is to
recover and grow as forecasted by the European Commission.
The recovery after the pandemic is an indicator of the reforms in
the economy in the prior years. The Startup Europe Network
accommodates an overview of the startup ecosystem in the
country. A notable point from the startup ecosystem is the range
of sectors they operate within.

There is interest in Croatia to adopt blockchain as there are
public activities like Croatian Post’s cryptoexchange introduction
and crypto stamp. Moreover, the Croatian Energy Strategy
mentions blockchain as an example of a technology to act as a
mechanism to foster smaller market segments in the energy
sector. Blockchain adoption is continuous in the public sector as
Croatia has joined the Blockchain Partnership since 2019.

The legislation around blockchain and cryptocurrencies
incorporates the European actions around the subjects.
Activities related to cryptocurrencies like trading and mining are
considered taxable events in Croatia. Moreover, entities
supporting cryptocurrency activities should be registered to the
Croatian Financial Services Supervisory Agency to adhere to
the regulations.

The private sector seems to grow with a variety of blockchain

applications introduced. Private companies try to facilitate

transactions with cryptocurrencies as their popularity grows.
Moreover, Croatia attracts tourists who wish to use their cryptocurrencies in their exchanges with the local
community. There are a handful of cases for adopting cryptocurrencies as a payment method in Croatia.

The blockchain community seems to grow and has the support of academia and associations. There are
training and courses for the community to learn about blockchain. The research on blockchain matters is
facilitated as there is an established laboratory dedicated to the technology. The community can attend large
scale events and network during these events.
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https://ec.europa.eu/info/business-economy-euro/economic-performance-and-forecasts/economic-performance-country/croatia/economic-forecast-croatia_en
https://startupeurope.network/ecosystems/hr
https://narodne-novine.nn.hr/clanci/sluzbeni/2020_03_25_602.html
https://digital-strategy.ec.europa.eu/en/news/european-countries-join-blockchain-partnership
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TOWARDS MAINSTREAM ADOPTION

Blockchain adoption: Cryptocurrencies are not equivalent to traditional money, but their popularity is
undeniable, with more citizens owning a crypto token. After launching a crypto stamp, the Croatian Post has
introduced a service to exchange your cryptocurrencies with the introduction of Crypto Centers. This action
was covered by articles, as the service is available in over 50 spots. It should be noted that a handful of the
popular cryptos are selected to be available through the service.

As previously mentioned, cryptocurrencies are not equivalent to money. In contrast, people are eager to hold
digital tokens, and companies are adjusting to this trend. For example, Tesla shook the world in 2021 by
announcing crypto payments availability. In a similar fashion, Konzum, a Croatian supermarket chain, is in
place to accept payments in cryptocurrencies as covered in CoinTelegraph. It should be noted that the
company does not receive or hold in their ledger cryptocurrencies but fiat money. The exchange of
cryptocurrencies to tokens is the responsibility of the Croatian brokerage, Electrocoin. Similarly, there is
another service that is structured to accept cryptocurrencies. This service is the petrol payments per
CoinTelegraph, as it is a service to assist tourists in their experience in the country.

Blockchain adoption should not be limited to cryptocurrency payments, as blockchain structures facilitate
different functionalities. For example, NFTs were one of the trends in 2021 for blockchain. These trends
reshape business models and interactions between stakeholders in an ecosystem. An example from Croatia
is the music event Circus Maximus, which envisions establishing a DAO and mint NFTSs for ticketing. The
Distributed Autonomous Organisation (DAO) can democratise the participation in events, as the
organisations could be run on logic with the application of code.

Legislation of blockchain: There are no major updates in the regulations from the previous report.
Cryptocurrencies and related activities are regulated as part of the Personal Income Tax Act that handles the
general tax policy. It should be noted that mining is an activity producing tax events as described in a blog_
post.Entities that are active in providing exchange services for digital currencies are obliged to apply measure and
procedure for AML. The Croatian Financial Services Supervisory Agency (HANFA) is the supervisor for the
implementation of the regulation. HANFA provides a list with the registered entities on their site, as a means for
the public to avoid fraudulent entities.

Blockchain in academia: Universities have incorporated courses in their curriculums for blockchain and its
applications. An example is the University of Pula, with a course titled Blockchain applications. The course is
part of a master’s degree programme and includes suggested literature on the blockchain. Another course is
the postgraduate one at the University of Zagreb, titled Distributed Ledgers and Digital Assets.

An upcoming summer school in June 2022 will be held in Sibenik with the subject of crypto in real-world
applications and privacy. The summer school is organised collectively by Radboud University, ETH Zurich
Information Security and Privacy Center, and the University of Zagreb.

The academia scene in Croatia takes actions into organised research initiatives to research and innovate on
the blockchain. For that reason, the Laboratory for Applications of Blockchain Technology aims to test
innovative methods and applications with the implementation of blockchain and DLT technology led by Prof.
Kristijan Lenac. Additionally, research projects set the groundwork for blockchain applications and
innovations. There is IoT4us funded by the Croatian Science Foundation with ongoing work and publications

Blockchain across key industries: The adoption of cryptocurrencies as a payment method seems to be
popular in Croatia. The incentive for this adoption is to facilitate a method for tourists to use their
cryptocurrencies during their stay in the country. The gathered data about the startup ecosystem in Croatia
indicate that the majority of services are adopting blockchain as a part of the software application. Blockchain
is general technology with use in different sections and developers make use of it to incorporate as a
component for their service.
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https://kripto.posta.hr/?lang=en
https://www.trendingtopics.eu/the-croatian-post-enables-exchange-of-cryptocurrencies-after-launching-the-first-croatian-crypto-stamp/
https://cointelegraph.com/news/croatia-s-largest-supermarket-chain-now-accepts-crypto
https://cointelegraph.com/news/different-kind-of-gas-fees-electrocoin-enables-crypto-petrol-payments-in-croatia
https://circusmaximusfestival.com/
https://www.zakon.hr/z/85/Zakon-o-porezu-na-dohodak
https://www.confida.hr/2021/11/25/tax-treatment-of-cryptocurrency-in-the-republic-of-croatia/
https://www.confida.hr/2021/11/25/tax-treatment-of-cryptocurrency-in-the-republic-of-croatia/
https://www.hanfa.hr/warnings-by-hanfa/virtual-currencies/
https://fipu.unipu.hr/fipu/en/course/bcinf
https://www.fer.unizg.hr/en/course/rgkk
https://summerschool-croatia.cs.ru.nl/2022/
https://airi.uniri.hr/laboratories/laboratory-for-applications-of-blockchain-technology/
https://iot4us.fer.hr/iot4us/en
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BLOCKCHAIN STARTUP AND BUSINESS SCENE

Companies size in employees Croatia’s ecosystem has significantly grown the past few years as
recorded by Startup Europe Networks. There are initiatives that
exceeded the borders and have been funded by different sources.
An example is Revuto that introduced a digital token, REVU, to

1-10 facilitate its financial service.

76.8% Startups can select from venture capital to incubators to assist their
growth depending on their strategy. Fil Rouge Capital is a venture
capital established in Zagreb with different options for entities to
choose from depending on their situation. There are incubation,
acceleration, and growth programmes for entities to participate in.

73 1% Additionally, there is ZICER, Zagreb Innovation Centre, a place with
a list of options as incubation and acceleration programmes are
11-50 available. Another option is the tech company incubator SPOCK,
which helps students, researchers, and scientists shape their ideas
into startups.

Business sector Most entities in our startup data set for Croatia were established in
Sports 2017. Lately, there have been new additions in the startup
ecosystem with the inclusion of newly formed entities. Blockchain
is used predominantly in software applications and IT services, but
other sectors like leisure and sports have adopted blockchain. The
size of the entities is small and medium, as it is normal for
technologies companies that develop software.

Entertainment

Financial Services

Leisure
Companies founded per year
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https://startupeurope.network/ecosystems/hr
https://www.total-croatia-news.com/business/52596-croatian-startup-revuto
https://filrougecapital.com/
https://www.zicer.hr/
https://spock.fer.hr/en/
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BLOCKCHAIN COMMUNITY

The community can participate in associations for blockchain that promote the technology and its
applications. One example is the Croatian Association for Blockchain and Cryptocurrencies, UBIK, with a
range of activities. The activities include workshop organisation, updates on the blockchain and even an NFT
collection.

Large-scale events have been hindered by the pandemic, but conferences and events gradually return.
There are two events scheduled for May 2022 that will be available for the community to interact with each
other. BlockSplit will be organised for the third time with workshops, a 2-day conference and a hackathon.
The event will occur in Split with numerous subjects in the respective workshops and talks. Another event is
BlockDown Croatia held in Sibenik, with the focal point being NFTs and Web3.
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There are smaller-scale events held in Croatia that are interesting to the community from time to time. For
example, a virtual panel accommodated by the University of Dubrovnik discussed the contemporary issues in
money, digital euro, and more subjects in a panel. The panel consisted of blockchain practitioners in
business and universities professors as moderators. More details and a video recording are available in the
university’s blog post. There are events organised by universities accommodating blockchain and its
subjects. For example, the University of Rijeka and the Croatian Academy of Sciences and Arts held a
conference on the COVID-19 messages where Prof. Kristijan Lenac presented blockchain solutions for the
post-pandemic period.
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https://ubik.hr/
https://ubik.hr/blog/ubik-nft-kolekcija/
https://ubik.hr/blog/ubik-nft-kolekcija/
https://blocksplit.net/
https://blockdownconf.com/
https://www.unidu.hr/virtualni-panel-buducnost-novca-u-svjetskom-i-europskom-tjednu-novca/
https://uniri.hr/en/covid-19-messages-five-perspectives-on-the-pandemic/
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An indicative but non-exhaustive list of blockchain companies in Croatia

Ampnet: is a platform for fundraising and tokenisation established in 2018. The platform aims to speed up
the global fundraising procedures, as it provides KYC methods and reporting for automating procedures. The
tokenisation can be applied in a wide range of businesses.

Beyondi: is a development company that is active in different technologies established in 2014. Their
expertise in blockchain lies on Hyperledger and its frameworks that allow the creation of decentralised
systems.

Break Stuff App: this is a one-stop shop for sports cards collectors established in 2021. The shop merges Al
with blockchain to mitigate issues that collectors have to deal with. The shop is currently under development,
as there is an available waiting list for access to the prototype.

Spiritus: introduced itself in 2021 as a platform based on blockchain for creating digital memorials. The
platform is currently in its initial stages, as a fundraising is live. The platform goal is to ameliorate oblivion,
where past relatives are forgotten with the passage of time. Users of the platform can upload images and
stories of their beloved people.

TheGepek: is a platform introduced as a carpooling for packages delivery based on blockchain. The platform
established in 2021 and was featured in an article. The platform is intended to support package delivery in a
paradigm of sharing economy.

Unifty.io: is a multi-chain infrastructure platform that enables creators to decentralised no-code solutions. It
provides services around the NFT space. And through the platform, creators can buy, sell, swap and create
NFTs and NFT farms. It is founded in 2020 and is based in Zadar, Croatia.

netcompany Nl universiTy  Acen CERTH
e ‘ NS INERE: - M. E’f&%@"’“m a BITFURY NVWHITE  (Popaner

intrasoft o HELLAS Frsb

Page 40 | 213


https://ampnet.io/
https://www.linkedin.com/company/beyondi/
https://tradingcards.ai/
https://www.spiritus.app/#/
https://thegepek.com/en/
https://thegepek.com/en/

@) EUBlockchain

Observatory and Forum

INSIGHTS FROM EXPERTS

Ivan Piton, Member of the organizing committee of UBIK- Union for Blockchain and Cryptocurrencies Croatia

How would you evaluate the public awareness and adoption of blockchain and cryptocurrency in
Croatia? Has the recent growth of the cryptocurrency markets facilitated familiarity?

The public awareness and adoption of blockchain and cryptocurrencies have been increasing in the past
years; however, relative to the more developed countries with a more proactive approach when it comes to
blockchain technology, Croatia is behind the curve. The recent growth of the crypto market has facilitated
familiarity with blockchain technology in general, and there is a growing number of companies that utilize
blockchain in some way, shape or form. There is still plenty of room for growth and adoption of this
technology, but the regulations are not set up in such a way that they favour growth, and the regulators are
too reactive instead of proactive. This creates a significant barrier to entry for all beginners and slows down
growth.

How would you evaluate the overall size and maturity of the blockchain and cryptocurrency business
ecosystem in Croatia?

The overall size and maturity of Croatia's blockchain and cryptocurrency business ecosystem exceed the
expectations. The companies that engage in blockchain development, as well as the companies that conduct
their business on-chain, are mature, experienced and forward-thinking. These companies' networks have a
worldwide market reach and meet the expectations of the growing worldwide market. Unfortunately, their
growth is stunted within Croatia due to inadequate regulation.

What measures can be taken at a national and European level to promote blockchain and
cryptocurrency adoption by the public while also making it a more appealing option for
entrepreneurs?

A step toward making blockchain and cryptocurrencies more appealing for entrepreneurship can guide
Croatia in setting up a proper framework for regulating these companies and delivering a tax framework that
is not vague and does not hinder the growth of these businesses. A clear and coherent framework can pave
the path for a significant inflow of foreign investments, which we are currently missing out on simply due to
poorly set up infrastructure.

What does the future hold for the Croatia blockchain and cryptocurrency ecosystem?

Regardless of the difficulties, the future is very bright, and the companies that are currently engaging in
business based on blockchain are paving the way for all other companies that will come in the future. Current
obstacles will be surmounted because the market is simply demanding change, and it is becoming too large
to ignore. Many regulators are slowly becoming digital as well as blockchain-friendly, and it is only a matter
of time and proper education before a well-established framework for blockchain-based businesses is set up.
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Key Figures Cyprus

TOTAL FUNDS RAISED THE CYPRIOT BLOCKCHAIN ECOSYSTEM
HTH AT A GLANCE
€150 million

The island state of Cyprus has emerged as one of Europe’s
blockchain hotspots, further confirming the trend of small
POPULATION INTERESTED IN European nation states, such as Malta and Estonia, embracing
BLOCKCHAIN AND transformative technologies early.

CRYPTOCURRENCIES

In terms of public sector initiatives, the positive outlook towards
2 . 5 % blockchain and distributed ledger technologies (DLTS) is
reaffirmed by state-backed initiatives, such as the Innovation
Hub, a unified national strategy to regulate and exploit
blockchain for the public and private sector. The existence of
BLOCKCHAIN SOLUTION PROVIDERS strong private initiatives in the space, as well as the country’s
4 8 attractive framework and set of policies on foreign direct
investment (FDI) for technology companies, have further
propelled blockchain growth in the country. As a result, Cyprus,
a signatory to the European Blockchain Partnership (EBP),
counts more than 20 startups and companies active in the
blockchain and digital currency space, while the country’s
largest private educational institution, the University of Nicosia
has spearheaded blockchain education and research on a global
level since 2014.

As was the case in neighbouring Greece, the debt crisis
following the events of 2008 was a major facilitator for the rising
interest in digital currencies as self-custodian stores of value.
Digital currencies and blockchain first surged in popularity as
discussions over the 2013 Cypriot bank deposit haircut
unfolded. In fact, the events in Cyprus are largely assumed to
have caused one of the biggest rises in Bitcoin price at the time.

Cyprus today is primarily concerned with the transformative
effects of blockchain technology in its public and private sector,
and continues to work towards a common national framework to
utilise blockchain at a national level.
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https://www.cysec.gov.cy/CMSPages/GetFile.aspx?guid=a3f09f20-2909-43aa-8ed6-4c1812eb8093
https://www.cysec.gov.cy/CMSPages/GetFile.aspx?guid=a3f09f20-2909-43aa-8ed6-4c1812eb8093
https://www.dmrid.gov.cy/dmrid/research.nsf/All/C31BA3D04200AFECC2258564006126AA/%24file/blockchain_strategy_english_final.pdf?OpenElement
https://ec.europa.eu/digital-single-market/en/news/european-countries-join-blockchain-partnership
https://ec.europa.eu/digital-single-market/en/news/european-countries-join-blockchain-partnership
https://www.unic.ac.cy/blockchain/msc-digital-currency/
https://www.unic.ac.cy/blockchain/msc-digital-currency/
https://www.ft.com/content/4a1bb1d6-9926-11e2-af84-00144feabdc0
https://money.cnn.com/2013/03/28/investing/bitcoin-cyprus/index.html

@) EUBlockchain

Observatory and Forum

TOWARDS MAINSTREAM ADOPTION

Regulation and policymaking: While no specific references to digital currencies and blockchain
technologies exist in the country’s legal or regulatory framework, the state’s increasing interest in blockchain
and relevant technologies is evident in the collection of warnings and advice to potential investors and firms,
issued by the Central Bank of Cyprus (CBC) and the Cyprus Securities and Exchange Commission (CySEC)
from 2014 to date. The CBC and CySEC have warned the public of the risks that digital currencies pose,
including volatility, their potential use for money laundering and terrorist financing, and the possibility of
unrecoverable loss of funds, amongst others.

In pursuit of remaining in sync with international developments in the space, CySEC launched an Innovation
Hub in 2018. The Hub aims to serve as a two-way communication channel between regulators and
companies to foster innovation and an informed regulatory landscape on the topic of transformative
technologies. The Hub has since partnered with the University of London to research blockchain applications
in automating compliance and regulation. The Chair of the Innovation Hub, Demetra Kalogerou, noted:

“... Financial technology (FinTech) firms will have access to specialised regulatory expertise, industry and
academic roundtables — and will also have a voice to improve CySEC’s understanding of the risks and
benefits of new innovative investment products and platforms, using DLT (e.g. blockchain), enabling a more
informed regulatory landscape.” The CySEC regulatory sandbox project was included in Cyprus’ Resilience
and Recovery Plan with an aim to “enable FinTech, startups, and other innovative companies to expand their
offering in new products or services, by regulators establishing a ‘testing ground’ that would allow them to
conduct live experiments in a controlled environment under their supervision.” The initiative is expected to
launch by mid-2023.

In 2019, the Finance Minister of Cyprus, Harris Georgiades, announced a draft bill to regulate blockchain
technology, as part of the country’s national strategy to exploit blockchain technologies across its public and
private sector noting that: “[Blockchain technology] is a form of simplification and modernisation of cutting
down red tape, but in a swift and completely transparent and secure manner. [It will allow for] transactions to
be executed speedily, with transparency, security and immediacy, [and its use] will bring about savings both
in the public and the private sector.” The bill was recently published for public consultation.

Cyprus is also amongst the few Early Adopters of the EBSI, working on developing a fully operational
national EBSI Infrastructure under the Deputy Ministry of Research, Innovation and Digital Policy. This
project has gained funding by CEF and is being implemented in collaboration with academia (University of
Nicosia) and enterprises (TALOS, Goldman Solutions). As part of the Project, a Diploma Blockchain Use
Case will be developed in collaboration with the Cyprus Scientific and Technical Chamber.

Legislation of blockchain: Besides the CySEC AML directives for crypto assets service providers, there
are currently no specific references to digital currencies or other digital assets in Cypriot legislation.
However, a bill is currently under development within the Cyprus Parliament (House of Representatives) and
is expected to be approved in 2022. Guidelines for the tax treatment of cryptocurrencies are also being
prepared by the Tax Department.

Blockchain in academia: Since 2014, the University of Nicosia (UNIC) has emerged as a major facilitator of
blockchain and digital currency education, not only in Cyprus, but also globally. By leveraging the country’s
favourable outlook towards transformative technologies, the university has achieved global impact through
online courses, a full academic degree (MSc in Blockchain and Digital Currency), and professional
certificates. UNIC's Massive Online Open Course (“Introduction to Digital Currencies”) has been attended by
close to 40 000 students from 100+ countries since 2014. The university has also established the Institute
for the Future, a research centre focused on transformative technologies, and actively supports one global
blockchain conference, Decentralized. In 2021, UNIC introduced the first MOOC on decentralised finance
(DeFi) in the world as well as the UNIC Open Metaverse Initiative.
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https://www.cysec.gov.cy/en-GB/public-info/warnings/cysec/
https://www.cysec.gov.cy/CMSPages/GetFile.aspx?guid=a3f09f20-2909-43aa-8ed6-4c1812eb8093
https://www.cysec.gov.cy/CMSPages/GetFile.aspx?guid=a3f09f20-2909-43aa-8ed6-4c1812eb8093
http://mof.gov.cy/assets/modules/wnp/articles/201907/480/docs/blockchain_strategy_english_final.pdf
http://mof.gov.cy/en/press-office/announcements/949/?ctype=ar
https://www.unic.ac.cy/
https://www.unic.ac.cy/blockchain/free-mooc/
https://www.unic.ac.cy/iff/
https://www.unic.ac.cy/iff/
https://www.unic.ac.cy/iff/
https://www.decentralized.com/
https://www.unic.ac.cy/blockchain/free-defi-mooc/
https://www.unic.ac.cy/blockchain/free-defi-mooc/
https://www.unic.ac.cy/OPENMETAVERSE/
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Other executive and professional certificates are also offered, while some consulting firms have integrated
blockchain courses in their curriculums. Following the same path, Frederick University’s Mobile Device
Laboratory is working on an online learning platform for the use of Blockchain Technologies in SMEs. An
online, self-study course, named “Introduction to Blockchain & Cryptocurrency”, is also provided by the SCP
(School of Certified Professionals) Academy.

Blockchain across key industries: The Cypriot economy is primarily driven by services that support its
ever-growing tourism. Private education, especially at higher levels enjoys great growth, mainly benefiting
from the lack of private higher education institutions in neighbouring Greece. Cyprus is the world’s 11t
maritime power and a major exporter of agricultural products and pharmaceuticals. In June 2020, VeChain
announced that the Mediterranean Hospital of Cyprus will be employing their blockchain-based solution to
store COVID-19 results. The country’s national strategy on blockchain technologies suggests 11 primary
areas in which blockchain applications will yield significant benefits: land registry, customs and taxation,
National Betting Authority, educational certification/digital certification, KYC, energy, e-invoicing, AML,
medical records, supply chain and company registry. The most promising domains for which Cyprus stands
to attain the greatest benefits were identified with a request for interest (RFI) conducted in early 2020. Based
on the outcome, a Blockchain Call for Proposals is expected to be announced by the Research & Innovation
Foundation.

BLOCKCHAIN STARTUP AND BUSINESS SCENE

Cyprus is home to several small and medium-sized blockchain and digital currency companies and startups.
The country counts 48 companies, 12 of which have raised approximately EUR 150 million. Cyprus-based
companies and startups are active in a wide range of verticals. Payment and banking services are by far the
most popular category, with compliance and legal, digital currency exchanges, and entertainment/gaming
following. Due to the country’s favourable tax treatment, many startups from Greece, central Europe and
even the United States of America (US) choose to establish their business and operations on the island.

Companies founded per year
(since 2015)
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https://www.frederick.ac.cy/latest-news-fu/3033-%CE%B4%CE%B9%CE%B1%CE%B4%CE%B9%CE%BA%CF%84%CF%85%CE%B1%CE%BA%CE%AE-%CF%80%CE%BB%CE%B1%CF%84%CF%86%CF%8C%CF%81%CE%BC%CE%B1-%CE%B5%CE%BA%CE%BC%CE%AC%CE%B8%CE%B7%CF%83%CE%B7%CF%82-%CE%B3%CE%B9%CE%B1-%CF%84%CE%B7-%CF%87%CF%81%CE%AE%CF%83%CE%B7-%CF%84%CE%B7%CF%82-%CF%84%CE%B5%CF%87%CE%BD%CE%BF%CE%BB%CE%BF%CE%B3%CE%AF%CE%B1%CF%82-blockchain-%CE%B1%CE%BD%CE%B1%CF%80%CF%84%CF%8D%CF%83%CF%83%CE%B5%CE%B9-%CF%84%CE%BF-%CE%B5%CF%81%CE%B3%CE%B1%CF%83%CF%84%CE%AE%CF%81%CE%B9%CE%BF-%CE%BA%CE%B9%CE%BD%CE%B7%CF%84%CF%8E%CE%BD-%CF%83%CF%85%CF%83%CE%BA%CE%B5%CF%85%CF%8E%CE%BD-%CF%84%CE%BF%CF%85-%CF%80%CE%B1%CE%BD%CE%B5%CF%80%CE%B9%CF%83%CF%84%CE%B7%CE%BC%CE%AF%CE%BF%CF%85-frederick
https://scp.ac.cy/introduction-to-blockchain-and-cryptocurrency/
https://twitter.com/vechaininsider/status/1274353081254318080
https://nba.gov.cy/
https://nba.gov.cy/
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BLOCKCHAIN COMMUNITY

One of the most prominent and far-reaching community initiatives from Cyprus is the Decentralised Chapters
community. Decentralised Chapters are independent communities of practice and enthusiast groups
organised under the sponsorship of the Decentralized conference. To date, there are more than 35 such
chapters, 7 of which are based in EU Member States, while the rest hail from the United Kingdom (UK), the
US, Latin America, United Arab Emirates and even Venezuela. The Chapters are responsible for
independently organised events and workshops, spanning a wide range of interest areas that relate to
blockchain and cryptocurrencies.

Besides the Decentralised Chapters, 102 500 individuals interested in blockchain and cryptocurrencies could
be identified. This amounts to 11.5 % of the total population.
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source: coinmap.org

(Source for audience: Facebook audience, ages: 16-65+, location: Austria, keywords: Block chain (database),
cryptocurrency, bitcoin, Ethereum)
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INSIGHTS FROM EXPERTS

Kyriacos Kokkinos, Deputy Minister to the President for Research, Innovation and Digital Policy, Republic of
Cyprus

How would you evaluate the public awareness and adoption of blockchain and cryptocurrency in
Cyprus? Has the recent growth of the cryptocurrency markets facilitated familiarity ?

Firstly, I would like to stress that the Cyprus Strategy refers to crypto assets in general and not
cryptocurrencies as such. We are still at an experimental space, with an ongoing growth in terms of
awareness and adoption. Cyprus is home to a number of small and medium-sized blockchain and digital
currency companies and startups. Cyprus-based companies and startups are active in a wide range of
verticals. Payment and banking services are by far the most popular category, with compliance and legal,
digital currency exchanges, and entertainment/gaming following.

A number of companies have already utilised the blockchain technology whilst some startups and even
public sector organisations, experiment with the technology as Proof of Concepts. We believe that with the
adoption of the Cyprus DLT Bill, as well as the adoption of the European Regulations, namely Markets in
CryptoAssets and Pilot Regime for market infrastructures based on DLT, many more companies will shift
their focus towards DLT and crypto assets markets.

How would you evaluate the overall size and maturity of the blockchain and cryptocurrency business
ecosystem in Cyprus?

Cyprus has embraced transformative technologies and the level of involvement and maturity of the
ecosystem in Cyprus is at an evolving, but still fragmented stage. Maturity in the space of blockchains and
crypto assets is characterised by various factors ranging from regulation, technology adoption, and
community/user awareness. We believe that Cyprus has the potential to obtain a leading position in EU in
terms of digital transformation and become a “technology friendly” island. As government, we aim to facilitate
the various ad hoc efforts from regional teams, technology startups, and academic institutions, under the
same umbrella.

To this end, the Council of Ministers approved Cyprus’ National Strategy on Blockchain and Distributed
Ledger Technologies in June 2019. We believe that with the implementation of the National Strategy, Cyprus
will transform the economy and adopt to new business models and therefore increase the level of
engagement with disruptive and emerging technologies. In addition, the upcoming DLT Bill, will contribute
towards improving the maturity levels of this technology for Cyprus and thus creating an “enabling
environment” for companies to flourish.

The National Strategy focuses on three priorities:

e Priority 1 — Preparing an enabling legislative framework,
e Priority 2 — Enhancing the application of the technology by the government and the private sector, and
e Priority 3 — Promoting DLT in the financial sector

What measures has Cyprus taken over the past year in terms of public sector initiatives and
legislation to promote blockchain and cryptocurrency adoption?

The National Strategy on Blockchain and Distributed Ledger Technologies sets out Cyprus’ vision for DLT,
and is part of the wider vision of Cyprus for digital transformation. The Strategy provides a framework and a
high-level road map for examining the applications of DLT, across different sectors, in the context of process
optimisation and cost efficiency, and addresses the risks arising from the emergence of new products utilizing
DLT.
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On the basis of the National Strategy, the preparation of a new legislation framework on DLT and Blockchain
has been prepared and has already been published for public consultation. Additionally, the Tax Department
is also preparing a Circular on Cryptoassets tax treatment.

CySEC has also published AML directives for crypto assets service providers, while CySEC’s envisaged
regulatory sandbox has been included as a project in the Cyprus Resilience and Recovery Plan. The
sandbox is expected to be launched by mid-2023 and aims in enabling FinTech, startups and other
innovative companies to expand their offering in new products or services, by regulators establishing a
“testing ground” that would allow them to conduct live experiments in a controlled environment under their
supervision. It shall consist of facilitating the development of a suitable and attractive regulatory regime on
FinTech and innovative technologies and strike a balance between the seamless deployment of innovative
products or services and ensuring investors’ protection.

The Republic of Cyprus also patrticipates in the European Blockchain Partnership (EBP) and the EBSI
(European Blockchain Services Infrastructure) with the aim of materialising an EU-wide cross-border
distributed ledger infrastructure. Cyprus is amongst the few Early Adopters of the EBSI, working on
developing a fully operational national EBSI Infrastructure under the Deputy Ministry of Research, Innovation
and Digital Policy. The project is implemented in collaboration with academia (UNIC), enterprises (TALOS,
Goldman Solutions) and the Scientific Technical Chamber of Cyprus (ETEK).

What does the future hold for the Cypriot blockchain and cryptocurrency ecosystem?

With the upcoming legislative proposal, Cyprus is prepared to take the next concrete steps ahead towards
the digital era.

We believe that with the release of the DLT Bill, which aims to provide legal certainty for smart contracts and
crypto assets as property, the ecosystem in Cyprus will progress to the next evolution stage. Furthermore,
with the implementation of the various use cases that the government is exploring under the National
DLT/Blockchain Strategy, the space will get more mature with more stakeholders involved.

Cyprus as a small economy wants to innovate and be the role model and test bed for others worldwide, as
our strategy is not only intended for the local market. Cyprus has still a long way to go but through the
implementation of a holistic DLT national strategy, we are trying to promote, create the right framework,
attract foreign direct investment and establish our country as a key player in the international arena.
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Key Figures Czech Republic

BLOCKCHAIN STARTUPS

40+

FUNDRAISING REVENUE

€1.45 million

INITIAL COIN OFFERINGS

42

VENUES THAT ACCEPT
CRYPTOCURRENCY PAYMENTS IN
PRAGUE ALONE

300+

INDIVIDUALS ORGANISED IN
BLOCKCHAIN COMMUNITIES

4 200+

THE CZECH BLOCKCHAIN ECOSYSTEM
AT A GLANCE

The Czech Republic can be the ideal market to enter the
blockchain and cryptocurrency industry, considering that this
country is one of the pioneers in this type of activity. It is a
signatory of the EBP, and in 2019 the Czech Republic held a
1-year presidency of the EBP.

Dozens of blockchain companies operate in the Czech
Republic. It is an incubator for blockchain innovations and
FinTech startups.

In 2018, Prague gained publicity following high ratings in crypto-
friendliness from reports by FortuneJack and Cointelegraph.
The capital and largest city in the Czech Republic has around
300 venues, including bars, restaurants, hotels, cinemas and
attractions that now accept Bitcoin as a method of payment. In
addition, special ATMs in the city dispense real cash from virtual
money accounts (?).

The Czech Republic took steps to regulate cryptocurrencies, as
did many EU countries. In January 2017, a law adopted in the
country limited the anonymity of transactions (%). Currently,
cryptocurrency exchanges and other exchange services are
required to verify their customers. This is done as a means to
fight money laundering and financing of prohibited activities.

The Czech Republic is also an important hub for conferences
and meetups involving leading blockchain specialists from the
country and technology enthusiasts abroad. For example, the
Blockchain & Bitcoin Conference was held in Prague for a
couple of years.

Approximately 4 200 people make up the core of the blockchain
community in the country, according to official Meetup.com
groups. Communities of practice constitute the primary facilitator
of education and discussion in the field.

(%) Source: https://coinatmradar.com/city/129/bitcoin-atm-prague/

(%) Source: https://prague.bc.events/en/news/kriptovalyuta-v-chehii-zakoni-i-nalogooblogenie-95367
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https://coinatmradar.com/city/129/bitcoin-atm-prague/
https://prague.bc.events/en/news/kriptovalyuta-v-chehii-zakoni-i-nalogooblogenie-95367
https://tracxn.com/explore/Blockchain-Startups-in-Czech-Republic
https://cointobuy.io/countries/czech-republic
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TOWARDS MAINSTREAM ADOPTION

Regulation and policymaking: The Government of the Czech Republic does not prevent the introduction of
cryptocurrencies in business circulation as a means of payment. Despite the fact that in many countries
cryptocurrencies are considered a threat to the traditional financial systems and restrictive laws are enacted,
the government implements only EU AML policy that is favourable to business interests and does not create
obstacles to the cryptocurrency community. On 1 January 2017, a new law defined the concept of “virtual
currency” and imposed obligations on Czech banks, Virtual Asset Service Providers and other financial
service providers. This was done to establish the identity of their customers when exchanging virtual
currencies in the Czech Republic for amounts exceeding EUR 1 000. Nevertheless, the legal status of
Bitcoin, as well as other virtual currencies in the Czech Republic today, is not defined at all by the legislation.
The income tax on the sale of goods and services for virtual money is governed by the same rules as when
paying with conventional money in the Czech Republic.

Raising funds through ICOs, as well as the issue and sale of digital tokens, are also not regulated by Czech
national legislation. However, both EU and Czech legislation on combating money laundering and the
financing of terrorism is applied to such operations.

The Czech Republic has been extensively involved in preparing for the implementation of Model law on
electronic transferable records with the United Nations’ Committee (#). This positions the nation well in terms
of expediating the usage of blockchain technologies at government level, as the law entails blockchain usage
and offers a strong basis for expanding the initiative to other areas of governance.

Blockchain across key industries: Due to the government’s favourable attitude towards the community, the
Czech Republic attracts enthusiasts to the field of cryptography and IT. The country’s capital is the location
for the crypto anarchy centre ‘Paralelni Polis’ — founded by the Ztohoven artist group. The hub is focused on
crypto technology development. It has a co-working space for IT experts and a 3D printing studio. Paralelni
Polis is a hub for multiple hackathons and international crypto events. In addition to cryptocurrency
exchanges, dozens of blockchain companies operate in the Czech Republic. It is an incubator for blockchain
innovations, such as Adelphoi.io, FinTech startups SDK.finance, Cashila and finGOOD, as well as the
Bitcoin Banking Sservice wBTCb. In addition, Expobank CZ claims to be the first bank in Europe to offer
account holders the opportunity to perform crypto-related transactions alongside traditional banking activities.

Blockchain in academia: Blockchain’s academic landscape in the Czech Republic is sparse. The University
of Economics in Prague offers a course called “Blockchain and business innovations for digital economy”.
However, there are lots of non-academic courses. For example, the European Summer School offers the on-
campus course “Blockchain Fundamentals” that examines important concepts and the history of blockchain,
potential applications and their impact on the business world. Interested parties can also receive
qualifications in blockchain through online professional courses and certifications.

(*) The Model law on electronic transferable records (MLETR) sets out the basic rules for recognition of electronic securities, such as the
bill of lading.
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BLOCKCHAIN STARTUP AND BUSINESS SCENE

The Czech Republic is an important player in the cryptocurrency sectors, considering that it is one of the
pioneers in this type of activity. Prague has a very well-developed infrastructure for cryptocurrency users.

Businesspersons interested in starting the company registration procedure for a cryptocurrency business
should know that the Finance Ministry requires such companies to determine the identity of its users, an
aspect that had not been requested prior to the law prepared to bind EU AML policy.

Furthermore, in 2019, the Czech authorities announced that cryptocurrency companies will need to comply
with a set of additional regulations. For example, cryptocurrency companies are required to register with the
Trade Licensing Authority.

According to tracxn.com, the Czech Republic has 1 424 startups, while 38 of them are related to blockchain.
Startups operate in several different industries, such as cryptocurrency exchanges and wallets, mining pools,
blockchain funding and communication platforms.

Start-ups in Czech Republic

3%

m Blockchain related start-ups
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BLOCKCHAIN COMMUNITY

The Czech Republic has a noteworthy blockchain community. Official and unofficial enthusiast groups
amount to more than 4 200 active members concerned with a variety of blockchain and cryptocurrency
aspects.

A major European and international hub for Bitcoin and other cryptocurrencies, Prague counts 232 venues
(bars, restaurants, hotels, cinemas and other attractions) where cryptocurrencies are accepted as a method
of payment. Furthermore, over 1 000 e-stores® in the Czech Republic accept Bitcoins, including the largest
online retailer Alza.cz.

Facebook Audience in Czech Republic ~ Prague’s cryptoculture has been booming in recent years. In
2014, the first Bitcoin ATM appeared in the streets of the Czech
capital, while local users also launched their own home-grown
cryptocurrency, the Czech Crown Coin (CZC) (doesn'’t exist
anymore), meant to offer a local alternative to Bitcoin and other
digital currencies. More famously, Prague is home to the Bitcoin
Coffee, allegedly the first of its kind in the world where
cryptocurrencies (e.g. Bitcoin, Litecoin, Monero) are the only
accepted (®) form of payment. The Bitcoin Coffee is part of the
minterested in Blockchain and Cryptocurrency ~ Paralelni Polis building, an experimental alternative centre

launched by the art group Ztohoven in the HoleSovice district,
which also hosts a co-working space and the Institute of Cryptology. In short, Prague is the epicentre for
enthusiastic members of the global cryptocurrency community.

According to ekonom.cz, at the beginning of 2017, there were some tens of thousands of Bitcoin owners in
the Czech Republic. Today, this number is surely many times bigger. Facebook Audience shows that 2 %
(about 170 000 people) of Czech Facebook users (5.9 million) are interested in blockchain and
cryptocurrency. This figure is considered substantial. The Czech blockchain community is slightly below the
median, with 1 500 LinkedIn professionals registered as working with or in the industry

NOTABLE BLOCKCHAIN COMPANIES

A major European and international hub for Bitcoin and other cryptocurrencies, Prague counts 232 venues
(bars, restaurants, hotels, cinemas and other attractions) where cryptocurrencies are accepted as a method
of payment. Furthermore, over 1 000 e-stores[1] in the Czech Republic accept Bitcoins, including the largest
online retailer Alza.cz.

Slushpool: Bitcoin mining pool operating since December 2010. A unique reward system provides stable and
transparent rewards for loyal miners. The entire infrastructure runs on highly secure servers and users’ wallet
address can be secured with two-factor authentication.

TREZOR: Hardware device designed as a Bitcoin wallet. Because all transactions are signed in by the device
itself, the keys never leave the device and thus cannot be stolen by a virus, malicious code or an attacker.

() Source: https://www.bitcoincoffee.cz
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Satoshilabs: Provides a cryptocurrency hardware wallet called Trezor to receive, store and send
cryptocurrencies. It also provides two more projects called Password Manager and Blockbook for the
hardware wallet.

BrikkApp: Decentralised crowdfunding real estate marketplace built on top of the Hyperledger fabric
blockchain.

Kira Core: Software development company building a full stack DeFi ecosystem and truly distributed
applications.

Saifu: App-based cryptocurrency wallet. Supports multiple fiat and cryptocurrencies, including Bitcoin,
Ethereum and euro. Services offered include cryptocurrency exchange, SWIFT wire transfers, money
transfer, load currencies onto VISA and MasterCard accounts, and cryptocurrency payments.

Simple Coin: Digital asset exchange platform. Offers to buy and sell cryptocurrency with euro and Czech
koruna. It also provides a crypto-to-crypto exchange service. It supports bitcoin, Ether, Litecoin, bitcoin cash
and Ripple.

True Gym: Decentralised platform for the fitness industry. Users are rewarded with True Gym Coin for
sharing workout data with the network.

INSIGHTS FROM EXPERTS

Blockchain is one of the most prominent yet confusing technologies. Most people know about it through the
recent popularity of the cryptocurrency market. However, since its emergence, the technology is used in
different spheres. An example is the adoption of blockchain technology for the government’s database
registration across several sectors, such as security, law, health and the judiciary. In turn, it should
potentially reduce the level of corruption and bureaucracy. Indeed, the Czech Republic is one of the most
advanced countries in Europe in the cryptocurrency field.

Therefore, blockchain solutions are emerging in the financial sector in the form of simple platforms that
replace complex business transactions and automate administrative activities with self-enforcing contracts.
This reduces the error rate and the risk of fraud, as all retailers, including banks and insurance companies,
have access to the same, secure, real-time database.

Reducing administrative burdens and increasing the credibility of electronic documents is one of the basic
features of blockchain. It can also be applied to other areas, including the public sector.

Miroslav Lukes, Senior Vice President at Mastercard

“With a blockchain we have avoided a number of manual steps that are relatively slow for human workers to
make, and they can make mistakes.”

Read more: “https://archiv.hn.cz/c1-66331660-blockchain-setri-firmam-papirovani-rakouska-skupina-erste-
pomoci-neho-napriklad-zprostredkovala-vydani-dluhopisu”

Alex lvanco, Ministry of Finance of the Czech Republic

“Blockchains can radically change, how payments are tracked, securities and derivatives trades are
processed, global agricultural supply chain become more transparent and health records are stored.”
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Read more:
“https://www.researchgate.net/publication/335083459 The Czech Republic's push for innovative _agenda
in_the UNIDROIT and the UNCITRAL”

Maria Staszkiewicz, Guarantor for the area of blockchain and finance Chairperson of the Czech FinTech
Association

“An important driver is also the EU regulator, though it is a double-edged sword. It is responsible for financial
services is pushing for a more competitive, modern regulatory framework, be it opening of banking
infrastructure to third party providers or recently by proposing a regime for crypto-assets.”

Read more: “https://thepaypers.com/interviews/interview-with-maria-staszkiewicz-edfa-president-on-the-
european-fintech-ecosystem-in-2021--1249801"

USEFUL RESOURCES

Coinmap.org — Website containing information on physical virtual currency exchanges (ATMs)
Tracxn.com — Information about innovative companies in different industries and countries
Cointobuy.io — Cryptocurrency analysis tool

Kafkadesk — Local news from central Europe

Meetup — Events in any field

Sb-sb.cz — Fintech lawyers

Ekonom.cz — Independent weekly

Digital Czech Republic — Institute for politics and society

INDIVIDUALS INTERVIEWED

Miroslav Luke$ — Senior Vice President at Mastercard
Alex Ivan¢o — Ministry of Finance of the Czech Republic

Maria Staszkiewicz — Guarantor for the area of blockchain and finance, Chairperson of the Czech FinTech
Association

netcompany NIl niversity | At CERTH
_— “ of NICOSIA (i3 EmER o ?J’&Z!T’“'" a BITFURY \\/WH'TE O pianer

intrasoft N yol Frsb

Page 53| 213


https://www.researchgate.net/publication/335083459_The_Czech_Republic's_push_for_innovative_agenda_in_the_UNIDROIT_and_the_UNCITRAL
https://www.researchgate.net/publication/335083459_The_Czech_Republic's_push_for_innovative_agenda_in_the_UNIDROIT_and_the_UNCITRAL
https://thepaypers.com/interviews/interview-with-maria-staszkiewicz-edfa-president-on-the-european-fintech-ecosystem-in-2021--1249801
https://thepaypers.com/interviews/interview-with-maria-staszkiewicz-edfa-president-on-the-european-fintech-ecosystem-in-2021--1249801
https://thepaypers.com/interviews/interview-with-maria-staszkiewicz-edfa-president-on-the-european-fintech-ecosystem-in-2021--1249801
https://coinmap.org/
https://tracxn.com/explore/Blockchain-Startups-in-Czech-Republic
https://cointobuy.io/countries/czech-republic
https://kafkadesk.org/2018/10/06/czech-republic-prague-crowned-most-crypto-friendly-city-in-the-world/
https://www.meetup.com/topics/blockchain/cz/
https://sb-sb.cz/en/news/pravovoe-regulirovanie-kriptovalyut-v-chehii
https://ekonom.cz/
https://www.digitalni-cesko.eu/wp-content/uploads/2019/05/Digital-Czech-Republic-2019.pdf
https://www.linkedin.com/in/miroslavlukes/
https://www.linkedin.com/in/alex-ivan%C4%8Do-031572112/
https://www.linkedin.com/in/mariastaszkiewicz/

@) eEuBlockchain

Observatory and Forum

Key Figures Denmark

THE DANISH BLOCKCHAIN ECOSYSTEM
TOTAL FUNDS RAISED AT A GLANCE

€32 . 3 m i I I iO n Denmark has been progressive by establishing strong

foundations towards the mainstream adoption of blockchain
technology. Such initiatives are not only limited to attracting new

THE MOST ACTIVE SECTORS startups, but also focus on the use of the technology in
governmental operations, too. As described by the Ministry of

M ar | t| m e’ Trad e’ Foreign Affairs of Denmark, “a buzzing ecosystem of startups is

. bringing blockchain to practical application in e.g. finance, where
FinTech is delivering savings and improved transactional
Tr an S p O rt atl O n experience. Danish universities complement the early-stage
application, by bringing world-class research in the domain of
the blockchain technology.”

BLOCKCHAIN SOLUTION PROVIDERS

AND STARTUPS The country is constantly achieving high ratings in the Digital
24 Economy and Society Index (DESI Index) and is amongst the

global leaders in digitalisation. The DESI index is a composite
metric that summarises relevant indicators on Europe’s digital
performance and tracks the evolution of EU Member States in
digital competitiveness.

Denmark is one of the few countries for which there is comprehensive research done on the economic
impact of blockchain on the Danish industry and labour market. The report is a joint achievement of the
European Blockchain Centre at the IT University of Copenhagen, Fraunhofer Institute for Industrial
Engineering, Confederation of Danish Industry, Statistics Denmark and the Danish Industry Foundation. It
focuses on the application of blockchain technologies in different industry sectors in Denmark.

The survey conducted by Statistics Denmark had a 44 % response rate from a total of over 3 000
interviewed corporations and organisations. The outputs of the survey showcase a dynamic potential for the
adoption of blockchain activities within the Danish industry and market. The most prominent blockchain
related sectors include FinTech, the professional services industry, IT, and the maritime shipping and
transportation industries. According to the report, and despite the fact that there are only very few blockchain
initiatives in the Danish banking and insurance industry, the FinTech and blockchain startup scene in
Denmark is nevertheless quite active. Furthermore, the report noted that around 15 % of large companies
and 12 % of medium-sized companies use blockchain technology. The greater Copenhagen region appears
to be hosting quite a large number of startups and established companies involved in blockchain activities.
The Danish blockchain ecosystem is currently grouped into four general business groups: FinTech, the
professional service industry and IT, and the maritime shipping and transportation industry.
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TOWARDS MAINSTREAM ADOPTION

Regulation and policymaking: In October 2018 during the International Anti-Corruption Conference
(IACC), the Danish government, through the Ministry of Development Cooperation, published a report that
highlighted the importance of blockchain technology in combating government corruption.

The government trusts that the digitalisation of public services and procurement through blockchain
technology can facilitate transparency in the administration of financial transactions and land ownership,
while averting corrupt practices in governmental institutions.

According to Ulla Tagrnaes, the Minister for Development Cooperation:

“With digital technologies, we now have new tools to fight corruption. With this report, we wish to start a
discussion about potentials and dilemmas. On the one hand, there are enormous possibilities and on the
other hand, we should not forget the risk that comes along with them.”

The Danish state-owned energy company Energinet has examined how to use lota Tangle to develop loT-
based products and services. The two entities have worked together on a data marketplace initiative since
late 2017.

In line with the digitisation efforts of the maritime industry, the DMA created a project in 2017 that uses
blockchain to register ships by owners. Until now the owners must fill in and handle all related forms
manually.

Legislation of blockchain: Denmark has no laws specifically addressing cryptocurrencies, and no
regulatory proposals on cryptocurrencies are pending in the Danish Parliament. However, government
agencies have issued a few statements on cryptocurrencies.

Overall, Denmark is considered friendly to cryptocurrencies and blockchain, with the Danish Central Bank
reportedly contemplating a blockchain backed E-Krone. As reported by CoinTelegraph, one of the key
concerns arises when failing to anonymise a currency, introducing concerns if the central bank should
monitor and track the transactions of its people.

Digital currency legislation that applies to blockchain: According to the industry’s media references, the
Denmark Tax Authority has been authorised by the country’s Tax Council to obtain information from three
domestic crypto exchanges. On another note, Denmark-based cryptocurrency users have received letters
from the Danish Tax Agency requesting traders to submit a full list of their cryptocurrency transactions for the
fiscal years 2016-2018 with respect to the First in First Out principles.

Blockchain in academia: Universities in Denmark have identified a need for education at all levels,
especially at the executive level, as evident by their academic offerings.

University of Copenhagen: The University of Copenhagen offers an Introduction to Blockchain Technology
with a subsequent focus on the hands-on implementation of a blockchain prototype. Students engage in a
“blockchain summer of code”, 4 weeks of software development where they have a solid introduction to
state-of-the-art blockchain technology, followed by the implementation of a prototype in a team to solve a
real-world problem using blockchain technology. Examples of potential projects are contract management
languages, identity (Know-Your-Customer, data mining), reporting, and applications such as backup, bill of
lading and resource tracking. Each team can choose a blockchain platform (e.g. Ethereum network, R3
Corda) that is suitable for the particular use case.

Blockchain Summer School: Organised by the European Blockchain Centre, the summer school is a
collaboration between the IT University of Copenhagen, the University of Copenhagen and the Copenhagen
Business School. The summer school premiered in 2016 as the first of its kind in the entire world. Since then,
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blockchain technology has become significantly more mature, providing new challenges for the participants
to work on, says Roman Beck, professor at ITU and head of the European Blockchain Centre.

ITU research — tools to investigate crypto crime: A new research project at the ITU aims to develop new
methods that will allow authorities to investigate suspicious transactions, while at the same time
guaranteeing anonymity for law-abiding users. Bernardo Machado David, Associate Professor in the
Department of Computer Science at the IT University of Copenhagen, has received DKK 2.9 million from
Independent Research Fund Denmark for a research project that may pave the way for a wider
implementation of cryptocurrencies.

The project enables authorities to investigate suspicious crypto transactions while solving another
fundamental problem: securing the anonymity of law-abiding users.

Aarhus University — Concordium Blockchain Research Centre: The Swiss non-profit behind the Concordium
Blockchain Network announced the establishment of the Concordium Blockchain Research Centre, in
partnership with Aarhus University’s Department of Computer Science. The Centre’s mission is to provide
the foundational research to support the development of energy-efficient, scalable blockchains that are
provably secure. The Concordium Blockchain Research Centre’s goal is to build on decades’ worth of
research to create new blockchain technologies. The Centre will focus on areas such as consensus protocol
efficiency, sharing and state-flattening, as well as new cryptographic techniques supporting privacy-
preserving identification, KYC and AML, better zero-knowledge techniques and formal verification of smart
contracts.

Blockchain Academy Network: A new research project at the Department of Engineering has received a total
of EUR 0.9 million in funding from the Danish Industry Foundation to help Danish companies. Called the
Blockchain Academy Network, the project aims to bring together Denmark's brightest minds in blockchain
technology to teach and advance the Danish business community, organisations and the political system so
that they can better understand the technology’s opportunities and challenges.

Blockchain across key industries: An empirical analysis based on a comprehensive survey amongst
Danish companies was performed in January and February 2019. The goal was to gain insight into the
current assimilation state of blockchain technologies in Denmark, as well as of drivers and hurdles to future
developments.

The selection of the specific sample and the implementation of the survey was carried out by Denmarks
Statistik, the Danish national statistics office. From the national industry register, 28 sectors were selected for
the survey and clustered into six groups, namely trade, information and communication, transportation,
knowledge-based services, manufacturing, and financial and insurance. These six sector groups comprise
the most important private industries in Denmark. The data sample with a response rate of over 44 % of the
3,000+ companies surveyed allows for a very robust empirical analysis of the innovation dynamics and
blockchain activities within the Danish industry.

Some of the key insights as outlined here are the following:

The financial services industry had the most knowledge about blockchain, with around 77 % reporting to
have experience with it. However, a similarly high percentage was found for the information and
communication technology sector in Denmark. At the same time, the logistics and shipping industry has
taken a great interest in implementing use cases to showcase how the shipping industry could benefit from
blockchain by registering and issuing certificates on blockchain.

There are two major blockchain initiatives in the supply chain industry: Tradelens with the bill of lading on
blockchain and improving the turnaround and management of containers to reduce costs by Blockshipping.
Considering Denmark’s advanced maritime industry and long history, it is fair to assume that more initiatives
in this domain will increase.
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BLOCKCHAIN STARTUP AND BUSINESS SCENE

An overview of the Danish blockchain cluster illustrated that most identified blockchain-related entities can be
classified into three main sectors: FinTech; professional service industry and IT; and the maritime shipping
and transportation industry.

According to the Crunchbase database, 22 blockchains startups operate in Denmark. This list is not
exhaustive, since major endeavours and blockchain startups such as Chainalysis, Blockshipping and
MakerDAO were established in Denmark, but are registered in countries outside the Danish territory.

BLOCKCHAIN COMMUNITY

. J T The Danish blockchain ecosystem is prominent,
¥ istiansany featuring high-growth opportunities due to the
active engagement opportunities of the scene and

_ L 555 O, Nk the large number of organisations advocating to
SOUKce; Colbimap-org support the blockchain technology.
£ 3
b5 The community consists of 84 000 observers,
5 & according to Facebook’s audience metrics system.
Aarhus: & ; Out of those, 2 604 are actively engaged in
» .\ communities of practice, engaging in 14 frequent
DENMARK Z3menhagen i )
& ~ meetup groups. According to LinkedIn data, 1 500
professionals are directly or indirectly associated
~ S with blockchain technology.
RO
F o | (Source for Observers: Facebook Audience. Ages:
% 16-65+, Locations: Denmark, Keywords:
- N e ! : P Blockchain, Cryptocurrency, Digital Currency,
= : =< . Bitcoin | Source for Enthusiasts)

NOTABLE BLOCKCHAIN COMPANIES

Sepior: Enables trust in online financial transactions and enterprise data protection applications, such as
cryptocurrency custodial wallets, public or private blockchains and cloud-based SaaS offerings, using
threshold-based multiparty computation (MPC).

NewBanking: Company founded in 2015 to provide a user identity platform that allows end users to verify
their identity easily and securely across businesses, while having control and ownership of their data and
identity online. Platform also solves the regulatory challenges that financial institutions face, especially in
regards to the 4th European Anti-Money Laundering (AML) directive and the General Data Protection
Regulation (GDPR), amongst other relevant regulatory legislation.

Clearhaus Holdings: As the parent company of the Clearhaus Group, Clearhaus A/S performs its operational
activities. Payment institution regulated by the Danish Financial Supervisory Authority, as well as a Visa and
Mastercard Principal Member that offers payment solutions to e-commerce across Europe. The company
has managed to reduce friction in online payments by offering a fast sign-up online, using modern
technology in the form of developed APIs and assisting merchants through a dedicated support team.

Aryze: Issues fully redeemable stable coins backed by and pegged to traditional assets. By creating the
bridge between conventional fiat money and digital cryptocurrencies, it aims to be the primary payment
infrastructure enabling individuals, businesses and loT devices to make instant payments globally in a
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modular ecosystem with no transaction fees. MAMA is the name of its multi-asset wallet application that will
allow users to send, receive and store currencies with near-zero transaction fees.

Nets: Provider of payments, credit and debit cards, and information services. Helps financial institutions,
businesses and merchants make tomorrow a little easier for customers while providing unrivalled security
and stability. Turns a complex reality into easy, intuitive and customer-oriented solutions, and guarantees it
remains a reliable hub of the payments industry by building on unmatched connectivity. Founded in 2003
and based in Ballerup.

InPAY: Delivers real-time cross-border transactions in 60+ countries. This enables customers across the
banking, travel, B2B and financial services sector to improve efficiency, reduce costs and create new
revenue streams.

Digishares: Provides a software solution that is used through the issuance process. It is a white-label
software solution for the issuance and management of securities (e.g. shares, bonds, etc.) on blockchain,
and is one of the first functional and compliant STO platforms in Europe.

AMAZIX: Operates as a turnkey crypto-consultancy firm with a large and rapidly growing client base.
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Key Figures =stonia

THE ESTONIAN BLOCKCHAIN ECOSYSTEM
TOTAL FUNDS RAISED AT A GLANCE

€285 m | I I |0 n Between in 2017 and 2018 Estonia facilitated the advancement

of the European blockchain ecosystem by being the first country
to embrace clear legislation for blockchain and digital assets.

THE MOST ACTIVE SECTORS Moreover, the country’s existing digital infrastructure, receptive
. culture to new technologies, e-Residency programme allowing
for busi isteri tely, and | te t d

F| Nanc e, or business registering remotely, and low corporate tax serve

as a bedrock for the establishment and developed of a
CO m m erC e IT blockchain ecosystem in the country. Specifically, almost 2 000
1 digital assets licenses were granted to Virtual Asset Service
Providers by 2019.

BLOCKCHAIN SOLUTION PROVIDERS The country has since backtracked on its receptive attitude

200+ towards blockchain and cryptocurrency initiatives from the
private sector. New legislation expanding the definition of Virtual
Asset Service Providers, coupled with AML requirements,
revocation of over 1 000 licenses from crypto companies, and
regulators calling for the revocation of all licenses have
discouraged private blockchain and cryptocurrency activity in
the country.

Yet, Estonia remains a proponent of public sector initiatives. The country utilises a highly scalable, privacy-
focused keyless signature infrastructure (KSI) Blockchain, developed in the country, which is also used by
NATO and the US Department of Defence. Today, healthcare, property, business, and succession registries,
along with the state gazette and the country’s digital court system, are largely powered by this KSI
Blockchain. e-Estonia’s backbone is a state-backed solution known as ‘X-Road’, also implemented by
Finland, Azerbaijan, Namibia and the Faroe Islands. X-Road facilitates data transfers between public and
private databases and, while officially not a blockchain, shares many of the same principles, including a
decentralised architecture, immutability, high security, standardisation and availability. Additionally, besides
examining the launch of its own CBDC in the past, the Bank of Estonia finds “Unlimited” potential in the

Digital Euro.

TOWARDS MAINSTREAM ADOPTION

Regulation and policymaking: Verified digital identities in the form of digital signatures, X-Road and the e-
Residency programme, largely paved the way for “blockchain” use in the country. Estonians and e-Residents
can use their electronic identifications (e-1Ds) as an all-in-one solution to interact in a cryptographically
verifiable way with authorities online, with only marriage, divorce and real-estate transactions requiring
physical presence. X-Road, a technology that draws from blockchain, enables secure internet-based data
exchange between information systems, whether private or public.

The blockchain-enabled e-Residency programme, has proven a significant facilitator of blockchain business
activity in the country. It allows anyone to start and manage an EU-based company completely online.
Estonia’s e-Residency site is also home to a marketplace of services in the areas of virtual offices, finance,
tax, legal and payment/banking. The combination of the country’s digital ambitions, the ease with which one
can start a business remotely, coupled with clear digital currency legislation, constitute a compelling case for
aspiring entrepreneurs, digital nomads, and businesspeople active in the blockchain space.
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Digital currency legislation that applies to blockchain: Estonia was the first European country to provide
clear regulation and guidelines for digital currencies. Estonian law recognises digital currencies as “value
represented in digital form that is digitally transferable, preservable, or tradable, and that natural persons or
legal persons accept as a payment instrument”. However, digital currencies are not considered legal tender
and do not otherwise possess the legal status of money. The country was the first European state to adopt
the 5th Anti-Money Laundering European Directive to subject digital currency exchanges and custodian
wallet providers to anti-money laundering and counter terrorism financing regulation. Additionally, the
Estonian Money Laundering and Terrorist Financing Prevention Act defines cryptocurrencies and introduces
safeguards to prevent illicit activity.

In terms of digital currency taxation, as is the case in most countries, their use is VAT exempt. Tax liability
arises only when cryptocurrency is converted to fiat, exchanged for another cryptocurrency, or used to pay
for goods and services. Digital currencies are treated as property when it comes to personal income tax
purposes and thus, their exchange is subject to a capital gains tax of 20 %.

Blockchain in academia: Despite the prominent blockchain ecosystem in the country, only a few relevant
academic courses or professional qualifications could be identified. More specifically, the University of Tartu
(UT) recently conducted a Research Seminar in Cryptography and Cybersecurity. Also, it has launched the
“BLISS — Blockchain Skills for ICT Professionals” project and the “BlockNet — Blockchain Network Online
Education for Interdisciplinary European Competence Transfer” project, both focused on the subject of
Blockchain Technology Applications. Moreover, the Tallinn University of Technology (TALTECH) offers a
MSc in Cybersecurity, which includes the subject of cryptography.

Blockchain across key industries: The Estonian Investment Agency (EIA) invites investors and
entrepreneurs to utilise the country’s established digital infrastructure in order to invest or start a business in
the country focusing on any of those areas. The Agency’s website explicitly lists blockchain as a facilitator
under the categories FinTech, Cyber-Security, Industrial Digitalisation/Industry 4.0, Blockchain and
Blockchain-as-a-Service, and e-Health.

BLOCKCHAIN STARTUP AND BUSINESS SCENE

As noted, the country’s e-Residency programme, coupled with a marketplace of service providers to facilitate
establishing a company online, is largely responsible for attracting thousands of blockchain entrepreneurs
from all over the world. Until 2019 approximately 1,500 digital assets licenses were issued by the Estonian
Financial Intelligence Unit (EFIU), with hundreds of other companies active in the blockchain industry without
requiring one. Due to the until recently trivial nature of setting up a company and obtaining a digital assets
license, it is impossible to pin down the exact number of active businesses and startups in the space, as
many of them were registered, issued a license, and never operated in the first place. The task of quantifying
active blockchain businesses is complicated further by recent license revocations.
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The sharp increase of blockchain companies established between 2017 and 2018 followed an equally sharp
decline, a result of the aforementioned adjustment in policy. Estonia-based blockchain businesses have
collectively raised a total of EUR 285 million through a combination of traditional financing and ICOs. Most
companies (37 %) have received north of EUR 16 million in total funding. They are closely followed by
companies that have received EUR 1-15 million (33 %) and under EUR 1 million (30 %).

Companies per Sector

Travel and Tourism
Community and Lifestyle
Administrative Services
Internet Services
Education

Content and Publishing
Health Care

Advertising

Artificial Intelligence
Information Technology

Financial Services

<) |IIIIII'.II.........
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Activities are concentrated in the financial services sector, that accounts for 60 % of blockchain businesses.

A total of 17 % of businesses are active in commerce and shopping (7 %), IT (5 %), and apps (5 %). Other
sectors include Al, advertising and gaming.
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BLOCKCHAIN COMMUNITY

Estonia’s remote and digital-first approach was catalytic in shaping the local blockchain community, or lack
thereof. While the general public is interested in transformative technologies, and the number of registered
companies is high, no prominent official or unofficial enthusiast groups and communities of practice could be
identified, as Estonia constitutes primarily a “virtual” home for most of the businesses. Some community
initiatives exist in the form of local discussion groups, but they do not qualify as a quantifiable sample.
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Key Figures Finland

THE FINNISH BLOCKCHAIN ECOSYSTEM
BLOCKCHAIN STARTUPS AT A GLANCE

18 Finland is largely considered to be a model country for
technology and development. Its advanced information networks
are recognised globally. On top of the technological

FUNDRAISING REVENUE developments, the country is acclaimed internationally for its
mgps high level of scientific and technological education. As a result,
€4_ 6 mi I I ion the population has generally had a positive attitude towards

innovations. Blockchain is no exception.

The blockchain ecosystem in Finland consists of public sector
projects, research organisations and companies exploring the
new technology’s potential. Some of the projects and
developments are well-known and internationally competitive
(i.e. LocalBitcoins).

NOTABLE INSIGHTS

e STRONG LOCAL AND
INTERNATIONAL
BLOCKCHAIN COMMUNITY

e HIGH POTENTIAL FOR
BLOCKCHAIN INTEGRATION
IN VARIOUS SECTORS

Currently, cryptocurrencies or crypto assets are not specifically
addressed in Finnish legislation, but the Finnish government
and policymakers are starting to respond to this emerging
technology. The Finnish Financial Supervisory Authority (Fin-
FSA) approved the Act on Virtual Currency Providers in 2019. In
accordance with the Act, Fin-FSA will serve as the registration
and supervisory authority for virtual currency providers. Cryptocurrencies are generally taxed as capital
assets. In accordance with EU law, trade in cryptocurrencies is not subject to value-added tax.

Finland is a highly digitised country. Key areas where digitalisation has been adopted are in healthcare,
social services, integration services, elections and citizen participation services. Blockchain as an alternative
e-governance solution has also been tested. For instance, blockchain as a digital identity solution for
undocumented refugees was experimented back in 2015.

In general, the blockchain ecosystem in Finland is relatively small yet robust, with several influential startups
and law firms offering blockchain legal services. Finland has the potential to become the blockchain capital of
Scandinavia.
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TOWARDS MAINSTREAM ADOPTION

Regulation and policymaking: In contrast to many other European countries, the public sector in Finland
has been trying to experiment with the emerging technology. Despite the fact that projects never went
beyond the experimental stage in order to show the blockchain potential, there is proven interest and
awareness on behalf of the public sector towards the new technologies. The Finnish Immigration Service
proposed a pilot project offering refugees a prepaid card linked with their digital identity on blockchain to
ultimately speed up their process of becoming established in Finland. The Finnish government has
announced yet another collaborative effort with decentralised interoperability protocol Essentia to build
blockchain-based solutions for smart logistics.

Virtual currency legislation that applies to blockchain: As a relatively defined regulatory framework is
already in place, there are several legal firms that analyse blockchain technologies. Nordic Law, one of
Finland’s most prominent law firms, already offers advisory services and assistance in the mapping of legal
risks regarding blockchain-based business practices.

Blockchain in academia: There are no universities in Finland offering a degree in blockchain-related fields.
However, Finnish universities play a significant role in exploring the technology by researching various
relevant use cases (Aalto University — SOFIE project).

Blockchain across key industries: As some practices in blockchain use already exist in the shipping
industry, Finland is also set to transform logistics through blockchain technology. With the support of the
Finnish government, local blockchain companies are working on the SmartLog project. With the use of smart
containers and blockchain, a route, schedule and cargo conveyance will be independently determined by the
container. The project received EUR 2.4 million in funding from the EU.

There are a limited number of technological startups that utilise blockchain as their underlying technological
infrastructure, most of which are in the acceleration or early stage. However, Nokia, one of the most
successful Finnish companies in history, seems to be interested in the technology and is developing a
blockchain platform to store and protect personal medical data.
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BLOCKCHAIN STARTUP AND BUSINESS SCENE

Finland is one of the European countries that is receptive to blockchain projects. According to Swiss financial
experts, Finland was listed amongst the top 10 blockchain-friendly countries. The country is conducting
studies and experiments with distributing ledger technologies. Pilot blockchain projects are being launched
by partnering with local innovators in the space. This creates incentives for entrepreneurs to innovate and
prove their expertise in practice.

Finland also offers government funding to entrepreneurs. Business Finland, the most important public
funding agency for research and innovation, has injected significant funds into the industry. SOMA, a
decentralised platform that facilitates trade and social interaction powered by blockchain technology, is one
of the most recent startups funded by the agency. The company has raised more than a million euro in
funding in total.

Business opportunities in the space were identified as early as 2014, with the majority of companies founded
between 2017 and 2018. Revenue numbers are generally hard to come by, both due to their small volume
and the variety of income generation mechanisms employed by those companies and startups. The issue
with identifying exact figures are amplified due to the use of virtual currencies as a means of payment.

Academic and international experience as facilitators of entrepreneurship: As previously mentioned,
the Finnish government has shown interest in the technology and launched several initiatives at the early
stage. In addition to e-government projects, the country's central bank and the Ministry of Finance held a
blockchain seminar back in 2017 involving experts from Nets, Microsoft, Fortum, VTT Technical and other
technology companies. To further facilitate entrepreneurship, the Finnish government often partners with
local startups to explore new blockchain projects.

Finland also has a strong academic sector with capable researchers exploring the potential use cases for the
new technology. Aalto University of Finland is working on the SOFIE project, an open business platform
aiming to use several different blockchain systems to store same transactions in several registers
simultaneously. Their focus is on renewable energy, food chain monitoring and mixed reality games.
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BLOCKCHAIN COMMUNITY

Finland has an active community of blockchain developers and enthusiasts who often meet at conferences in
Helsinki that bring together blockchain devotees and business representatives. Community members are
concerned with a variety of blockchain and cryptocurrency aspects. E-government, decentralised services
and exchange platforms are some of the most popular topics amongst community members.

Coinmap.org: physical virtual currency exchanges
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The Finnish blockchain community operates internationally, but many local communities have also evolved
around the technology. Enthusiasts often organise meetings, discussions and events with good local internet
representation. Bittiaraha.fi, one of the most popular forums, is a place where community members share
their ideas, exchange cryptocurrencies and ask for technical assistance.

The Finnish blockchain ecosystem is geographically diverse, with Helsinki being the largest hub in the
country. There are more than 60 companies that accept cryptocurrencies (including 16 ATMs) as a payment
method, 36 of which are based in Helsinki. The capital also has a Bitcoin Embassy, a non-commercial
organisation aimed at promoting cryptocurrency amongst citizens. Another big hub is the city of Tampere —
the former research and engineering centre of Nokia. The city offers a large pool of highly qualified engineers
and software developers. With its Smart City initiative, Tampere also provides incentives for tech startups.
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NOTABLE BLOCKCHAIN COMPANIES

SOMA (SOcial MArketplace): Decentralised P2P trading and exchange of physical goods. Founded in
2016, the platform is built on Ethereum and uses a native Social Community Token (SCT) to incentivise
users to contribute to the network by serving as an escrow agent. Their Heimdall Protocol stops forgeries
and counterfeiting by validating ownership and provenance history on blockchain. (soma.co)

LocalBitcoins: Founded as early as 2012, it is an exchange where people from different countries can swap
their local currency for bitcoins. Users post exchange rates and payment methods for buying or selling
bitcoins. The counterparty replies to these posts and agrees to meet the person to buy bitcoins with cash, or
trade directly with online banking. (localbitcoins.com)

Espeo blockchain: Full-service partner for transforming the blockchain concept into a complete
decentralised product. Offers approachable and concise blockchain training. Also helped to launch an STO:
advise, analyse and supply the technology. (espeo.eu)

Haja Networks: Startup founded in 2018 develops distributed and decentralised database solutions based
on blockchain solutions. Aims to develop a decentralised database protocol that enables users to control and
manage data, and integrates into existing databases to provide interoperability between structured data
sources. (haja.io)

2Miners: Offers cryptocurrency pool mining services. Connects users to multiple mining pools for
cryptocurrency mining. Also provides a coin listing platform allowing users to add coins on Ethash or
Equihash algorithm to the mining pool. (2miners.com)

P2PChange: Automatic exchange of bitcoin to PerfectMoney. Users can exchange BTC to supported
cryptocurrencies after the network’s zero confirmation. Certified exchange partner for Perfect Money.
(p2pchange.is)

Empirica Finland Oy: Blockchain technology startup that specialises in FinTech, cryptocurrency and ICO
advisory services. Also specialises in software development, advanced analytics, Internet of things (loT)
solutions and machine vision. (empirica.fi)

Fortum: Finish power company that offers a blockchain-based solution allowing consumers to control their
homes via the internet. Offering blockchain-based energy services since 2016. (fortum.com)

SmartlLog: EU-funded proof-of-concept platform. Creating smart containers in the shipping industry based on
blockchain technology that will determine the route, schedule and cargo transportation procedures on their
own. Blockchain technology is used to store transactions concerning shipments. (smartlog.kinno.fi)
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INSIGHTS FROM EXPERTS

While the hype of blockchain and its potential applications are driving the transformation to the internet of
value, there is limited insight into what companies are doing to reap its benefits. Representatives of the
largest blockchain startups in Finland describe the great opportunities for Finland in the blockchain scene.
The generally positive attitude towards new technologies has made it relatively easy for Finnish startups,
although blockchain has yet to attract more public or private interest.

Mr Hannes Helenius, Chairman of the Board at FA Solutions, thinks Finland has a fairly advanced position
in blockchain domain. As Finland is considered a tech-oriented country, blockchain is one of the hot topics,
but mainly for business. Authorities have been trying to utilise the technology, as well as define legal
perspectives.

Mr Toni Mattila, Senior Director at Investment Consulting “Invest in Finland”, thinks the country has immense
potential in developing blockchain applications: “The cumulated know-how from the ongoing blockchain
research, combined with Finland’s strong ICT expertise and availability of highly qualified engineers, can
offer interesting opportunities for international companies.”

Mr Keir Finlow-Bates, CEO of Chainfrog Oy, Finland’s first blockchain startup, believes that the country has
potential but still lags behind compared to other European countries. Despite being the technology and
startup hotspot, Finnish startups seem to be more focused on gaming and loT. However, if blockchain
initiatives turn out to be fruitful, it is expected to spread quickly.

Mr Sebastian Sonntag, CEO of LocalBitcoins, expressed his views on Finland as a country open to
blockchain technologies:

“Only registered virtual currency providers can market virtual currencies and related services in Finland. The
controls in the financial sector are of particularly high quality, and the position of the clients is well protected.”

Read more: “https://cointelegraph.com/news/finnish-requlators-tighten-the-screw-on-virtual-currency-
marketing”

Mr Mika Lammi, Head of 1oT Business Development for Kouvola Innovation, highlighted the key challenges
when looking for financial support for the SmartLog project:

“It was easy to get people’s attention as there was a big interest in the technology, but what made it hard
was to get all involved parties to understand exactly what | was proposing to accomplish, in the middle of all
that hype and distortion.”

Read more: “https://www.ibm.com/blogs/internet-of-things/logistics-blockchain/”

Mr Hannes Helenius, Chairman of the Board at FA Solutions, on blockchain regulations and the legal
framework in Finland:

“Current legislations are in some part there and some parts coming up. In my opinion, there should not be
country-specific legislation for cryptocurrencies or blockchain technology. Instead, this should be as globally
harmonised as it can be. As far as | see it, the most difficult part is to harmonise tax rules with
cryptocurrencies. However, as the EU recently announced, it shall apply the anti-money laundering rules to
the cryptos, too. This is an indication that cryptocurrencies are becoming more accepted and a more
regulated asset class.”

Read more: “https://fasolutions.com/blog/cryptocurrencies-and-blockchain-should-be-as-globally-
harmonized-as-they-can-be-interview-with-hannes-helenius/”

netcompany NIl niversity | At CERTH
_— “ of NICOSIA (i3 EmER o ?J’&Z!T’“'" a BITFURY \\/WH'TE O pianer

intrasoft N yol Frsb

Page 68 | 213


https://cointelegraph.com/news/finnish-regulators-tighten-the-screw-on-virtual-currency-marketing
https://cointelegraph.com/news/finnish-regulators-tighten-the-screw-on-virtual-currency-marketing
https://cointelegraph.com/news/finnish-regulators-tighten-the-screw-on-virtual-currency-marketing
https://www.ibm.com/blogs/internet-of-things/logistics-blockchain/
https://www.ibm.com/blogs/internet-of-things/logistics-blockchain/
https://fasolutions.com/blog/cryptocurrencies-and-blockchain-should-be-as-globally-harmonized-as-they-can-be-interview-with-hannes-helenius/
https://fasolutions.com/blog/cryptocurrencies-and-blockchain-should-be-as-globally-harmonized-as-they-can-be-interview-with-hannes-helenius/
https://fasolutions.com/blog/cryptocurrencies-and-blockchain-should-be-as-globally-harmonized-as-they-can-be-interview-with-hannes-helenius/

@) eEuBlockchain

Observatory and Forum

USEFUL RESOURCES

Blockchain Partners — Articles, interviews, and guides on bitcoin and the blockchain space
EU Startups — Startup-related content, including blockchain

Cryptocurrency Tax Information — Interactive map of cryptocurrency taxation per country

Coinmap.org — Website includes information on Coinmap.org: physical virtual currency exchanges (ATMs)
OTHER SOURCES

Bittiaraha.fi: Blockchain forum in Finland

Crunchbase.com: Blockchain startups and fundraising revenue
SOMA: soma.co

LocalBitcoins: localbitcoins.com

Espeo blockchain: espeo.eu

Haja Networks: haja.io

2Miners: 2miners.com

P2PChange: P2PChange.is

Empirica Finland Qy: empirica.fi

Fortum: fortum.com

SmartLog: smartlog.kinno.fi
INDIVIDUALS INTERVIEWED

Hannes Helenius — Chairman of the Board at FA Solutions

Sebastian Sonntag — CEO of LocalBitcoins

Toni Mattila — Senior Director at Investment Consulting Invest in Finland
Keir Finlow-Bate — CEO of Chainfrog Oy

Mika Lammi — Head of 10T Business Development for Kouvola Innovation
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Key Figures France

THE FRENCH BLOCKCHAIN ECOSYSTEM
BLOCKCHAIN STARTUPS AT A GLANCE
16O+ France has been at the forefront of blockchain technology
adoption in the European Union. In 2016, France became the
first 