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Investment Memo — ClearTrace

Al-driven ESG compliance intelligence for mid-market manufacturers

Founder Lena Hoffmann

Stage Initial

Model B2B SaaS

Deal Signal WATCH — HIGH POTENTIAL
Founder Potential 68/100 — HIGH

WATCH — HIGH POTENTIAL

1. Investment Thesis

ClearTrace is building something that doesn't have a name yet — Al-driven ESG compliance intelligence that
replaces the manual audit cycle with continuous, evidence-graded monitoring. The technology works. A
working prototype processes supplier data and produces compliance assessments that three pilot
manufacturers describe as 'better than what the Big Four deliver.' But the market for this product doesn't exist
as a procurement category — ESG compliance budgets go to consulting firms, not software. ClearTrace is a
category creator with proven technology and zero commercial validation. The distance between 'this works'
and 'someone will pay for it' is the entire assessment.

The gap is the widest in the portfolio. Pain at 75% — three independent pilots confirming 60-80% time
savings — alongside need-to-have at 25% (usage at , payment at ). Bitching ain't switching. The pilots use
the product. They praise it. They haven't been asked to pay. That single conversation — naming a price to
the most engaged pilot — is the highest-leverage action in this assessment.

The Category Creation Modifier is triggered. Low commercial evidence may reflect market maturity rather
than founder weakness. 'Al ESG compliance intelligence’ is not a budget line at any mid-market
manufacturer. The founder's task is not just to sell the product but to create the category it belongs to. This
context doesn't change the scores but it changes the interpretation: the gap between product quality and
commercial evidence is characteristic of category creators, where the technology is ahead of the market's
procurement processes.

Why This Company

« Working product with pilot validation — technology risk largely eliminated
* CSRD regulatory tailwind creates forced demand on a fixed timeline

e Founder articulates continuous monitoring value proposition clearly

 Capital-efficient: Al-native builder with near-zero burn




2. Company Overview

Company ClearTrace

One-liner Al system that automates ESG compliance assessment for mid-market
manufacturers, replacing the manual audit cycle with continuous,
evidence-graded monitoring.

Stage Validation
Business Model B2B SaaS
Team Size 1

Team Gaps

Enterprise sales and business development. Partnership development. Legal expertise for multi-jurisdiction
CSRD. Advisory board with manufacturing C-suite connections.

3. Market Opportunity

TAM Global ESG compliance and reporting market ~$15B by 2028

SAM European mid-market manufacturer ESG compliance — estimated €2-4B
addressable

SOM Dutch mid-market manufacturers facing CSRD — estimated €50-100M
addressable within 2 years

Entry Wedge Dutch mid-market manufacturers facing imminent CSRD compliance
deadlines — regulatory urgency plus geographic concentration

Market sizing has not been independently validated. These are founder estimates anchored against industry
reports.

4. Value Proposition

Sixteen dimensions scored from the assessment. Each score reflects how far along the startup is. Sorted by priority
— the top items are the ones that matter most right now.

Acquisition 20 FOCUS Network only

Need-to-Have 25 FOCUS Early need signals only
Monetisation 35 FOCUS Model committed, untested
Strategy 40 FOCUS Beachhead with transfer logic
Why Them? FOCUS Partial — clear but narrow
Team 22 SECONDARY Solo + Al, distribution gap
Vision 45 SECONDARY Vision guides decisions

Unfair Advantage SECONDARY Domain expertise embedded in product



Advantage SECONDARY Structural defence emerging

Why Now? 70 SECONDARY Regulatory window open

Pain Point 75 SECONDARY Urgent — forcing function exists
Moat 30 LOW Data accumulation starting

Risk 30 LOW Risks identified, mitigation partial
Flywheel 30 LOW First connection demonstrated
Optionality 35 LOwW Three-tier optionality enabled
Capital 40 LOW Capital independence demonstrated
5. Traction

Active Users 3 pilot manufacturers

Engagement Active usage — pilots report 60-80% time savings
Retention All 3 pilots still active

Revenue €0

Paying Customers 0 paying (3 free pilots)

Validated Signals

3-Strong — Working product producing output that three pilot manufacturers independently describe as
better than Big Four deliverables. Technology risk largely eliminated.

3-Strong — Regulatory tailwind: CSRD mandates are creating forced demand. This isn't discretionary —
manufacturers above the threshold must comply. Timeline is fixed and accelerating.

2-Promising — Al-Native Builder: solo founder built entire platform using Al as development team in under 3
months. Output equivalent to 3-5 person engineering team. Structural cost advantage.

2-Promising — 60-80% time savings validated by three independent pilots. Quantified pain with specific
metrics, not generic claims.

2-Promising — Founder experienced the problem firsthand for six years. Didn't read about it — lived it.
Domain expertise is embodied, not researched.

1-Noted — Continuous monitoring model (not annual report) is a genuine reframe that changes the value
proposition from ‘cheaper audit' to 'ongoing compliance confidence.’



6. Risk Assessment

HIGH — diagnostic gap: pain validated at 75% but need-to-have at 25% ( usage, payment). Three pilots
using the product for free. None have been asked to pay. 'Bitching ain't switching' pattern active.

HIGH — No enterprise sales capability. Founder has never sold B2B software. Pilots came through former
employer network. Cold outreach untested.

HIGH — Al Dependency: entire product built on foundation model APIs. Model changes, pricing changes, or
capability changes could disrupt core product. No fallback architecture.

MEDIUM — Tarpit proximity: ESG/sustainability space matches Environmental tarpit pattern. Override
applies — B2B infrastructure with regulatory mandate, not consumer sustainability.

MEDIUM — Solo founder constraint. Al covers technical execution but distribution, sales, and partnership
development require human capabilities the founder doesn't yet have.

MEDIUM — Procurement category doesn't exist. ‘Al ESG compliance intelligence' is not a line item in any
mid-market manufacturer's budget. Selling requires category creation, not just product sales.

7. Valuation & Value Increment Strategy

Floor Midpoint Ceiling

€120,000 €220,000 €450,000

Working technology with pilot validation. Floor reflects technology + domain expertise. Ceiling requires commercial
validation.

Ceiling constraint: Ceiling capped by zero commercial evidence. Technology alone doesn't determine enterprise
value — the ability to convert technology into revenue does.

Methodology Five-method trimmed mean: Berkus, Scorecard, Risk Factor Summation,
First Chicago, Comparable Company Analysis. Highest and lowest
discarded; middle three form the range.

At Full Validation €370K—€650K if pricing validates and one pilot converts

Runway 18+ months (bootstrapped, near-zero burn)

Value Increment Strategy

Each action below closes a specific gap and moves the valuation range.

1. First paying customer — usage converts to payment — +€150K—€250K
2. Second jurisdiction — German or French CSRD — +£€80K—€120K

3. ERP vendor partnership for distribution — +€100K—€200K

8. Key Assumptions to Validate

Mid-market manufacturers will create a new High Ask 3 pilot CFOs: where would budget for this come from?
budget line for Al ESG compliance rather than What would it replace?
expanding existing consulting relationships



Continuous monitoring is more valuable than Medium Ask pilots: would you pay more for continuous than for annual?
annual reporting to the buyer What's the delta worth?

€30K-€80K pricing is viable for mid-market High Name the price to one pilot. Watch the reaction.

manufacturers

Dutch CSRD compliance expertise transfers to Medium Map CSRD national implementation differences. Interview one
German/French manufacturers German manufacturer.

Foundation model API costs will remain stable or Medium Model-agnostic architecture. Budget for 2x API cost increase.
decrease

9. Investment Triggers

Positive — events that would upgrade the signal:
1 One pilot converts to paid subscription at any price point
1 A manufacturer outside the founder's network requests a pilot (cold inbound)

1 CSRD enforcement action against a mid-market manufacturer creates urgency across the sector

Negative — events that would downgrade the signal:
1 All three pilots decline to pay when asked — praise the product but won't commit budget
| Ecovadis or Sphera launches a CSRD compliance module for mid-market

| CSRD enforcement timeline delayed by 12+ months

10. Recommendation

WATCH — HIGH POTENTIAL

Conditions for Upgrade
* One pilot converts to paid subscription at any price point
« A manufacturer outside the founder's network requests a pilot (cold inbound)

* CSRD enforcement action against a mid-market manufacturer creates urgency across the sector

Next Steps

4—-6 weeks — after pricing conversation and budget owner identification. Goal: validate whether ClearTrace
can convert free pilots to paying customers.
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