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 Defining the “cleantech” space
e Cleantech Venture Investment Trends
 Making Money in Cleantech

e Opportunities and Challenges
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Cleanice Pelinee

» Cleantech embraces knowledge-based products and
services that:

optimize the use of natural resources

» while reducing ecological impact and

« adding economic value by _significantly lowering cost and
iImproving profitability.

* Not classic “environmental” technology — more like
“biotech” as an investment theme.

* Now fifth largest venture investment category with
nearly 10% market share (Q4 2005)
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e NeXd lheustrael Revoeluioen

Cleantech is emerging as the enabling technology of modern

industrial society: the next and necessary wave of venture
Innovation.

Alongside the information revolution is an industrial revolution
reshaping the design and manufacture of almost everything that we
see around us. The disruptive products being develo ped today
have significant improvements over the old because they:

Are lighter, smarter and stronger

Are cheaper to manufacture and operate.

Are less carbon-intensive and more energy efficient
Offer greater service utility per unit of material input

Enable virtually zero waste and/or emissions
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Cleanice 1S ot Enviouee

Economic market drivers
Productivity-based purchasing

Regulatory driven market
« Compliance-based purchasing

» “End-of-pipe” tech, e.g. * “Front-of-pipe” tech, e.g. zero
scrubbers on smoke stacks emission plants

 Chemical science » Biological & materials science

« Traditional engineering » Systems design & engineering

» Slow growth markets, e.g. « Rapid growth markets, e.g.
waste management solar energy

» “Save the world” mentality » “Entrepreneurial’” mentality

Low IT use

High use of IT

Cleantech markets represent annual global revenues upwards of $150 billion, with some
segments such as natural pesticides, wind power and micro sensors having 5-10 year
compound annual revenue growth rates as high as 35% .
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CEllEEREChFEXERIES

Agriculture - bio-based materials, farm efficiency technologies, micro-
Irrigation systems and natural pesticides

Energy - distributed and renewable energy generation and conversion
(including fuel cells, geothermal, wind and photovoltaics); energy
management systems; superconducting transmission; energy storage
and power quality; key enabling technologies; and related Internet and
iInformation technology-based services

Manufacturing - advanced packaging; high value materials recovery;
natural chemistry; sensors; smart construction materials; and precision
manufacturing instruments.

Transportation - hybrid vehicles, lighter materials, smart logistics
software and telecommuting

Water - water recycling and ultra-filtration systems (UV and membrane
based systems), sensors and automation systems and desalination
equipment
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RIOYElEERIIENELYVERST

Pharmaceutical, Semiconductor and Thermoelectric
companies who use large guantities of ultra pure water

Automobile and Aircraft Manufacturers needing higher
fuel efficiency from lighter materials

Utilities and Large Energy Users demanding reliable,
affordable and low carbon power supplies

Consumer Electronics companies needing to reuse
valuable components and materials

Agricultural producers requiring safer and more precise
Inputs and products

Logistics organizations seeking more efficient use of
fleets and containers
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IECNNeI0gY ConVEgERNEE

Clean Energy

Clean Water

CONVERGENCE CONVERGENCE

Information Technology & Internet (e.g. advancedengand sensors)

Biotech “CleanBio” (e.g. biopolymers and biofuels)
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ExamplesCleantechranctNaneteech

TIME (in years)
Enabling technologies

.—Tools for Visualization, Measurement, Manipulation, Process ContrH
for most of these
. Self-Assembling Structures % applications include:
* nano tubes

* nano crystals
20 y
* nano cones

* nano rods

* nano horn
. mbedded Technology in Materials %

10
Recyclable Polymers Fuel/Energy Storage Ultra Clean Diesel Nano pourous Materials
Biosensors Conductive Polymers Coal Liguefication Recyclable Polymers
Catalysts Catalysts Catalytic Converters Biosensors
Coatings ! Coatings ' Miniturized Networks ! Membrane Filter
Resource Alternative Conventional ' Water & Waste
Productivity ' Energy ' Energy ' Treatment

ILLUSTRATIVE APPLICATIONS
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Recomihe Vel Cost Fneetivie

Improvements in technology and mass production will drive costs down further
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Clealieeh Vanilie lhveEsthe

YYTE2UUS

US and Canadian Cleantech Venture Deals by Year, 19 99- 2005
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Total Cleantech Venture Investing 1999-2005: $8.2bn
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Cleanteehrinvestiments oy

QUAERESYY=2UUS

U.S. and Canadian Cleantech Venture Deals by Quarte r
and as a percentage of total VC (by amount), 1999-2 005
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Cleantech is growing as an investment category:
Now receiving 9+% of all VC in North America
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Cleateeh Vel [nvesthe
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Europe is about 40% and Asia 10% of North America
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Cleantee lvestnent by See et

Cleantech segments: by amount invested 1999 - 2005

Materials &
Nanotechnology
15%

Manufacturing/ Industrial

11% Energy

43%

Materials Recovery &

Recycling
6% T

Enabling Technologies/ \ . .
6% Air Quality

2%

Agriculture & Nutrition
5%
Transportation & Logistics
3%
Environmental IT Water Purification &
4% Management
5%

Energy-related deals are leading: 43% of total clea  ntech
by amount; 36% of number of cleantech deals.
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IRVESIIENBRYAREI@R

Percentage of total amount invested in cleantech by Region

(1999-Q3 2005)
Source: Cleantech Venture Network, 2006
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The West Coast and North East receive over 60% of all
cleantech venture capital: Canada takes 9%
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ClEanEEINVESIMERT Y RAOUNE

e REEIQN

Amount and number of cleantech deals by Round and R egion,

1999 - 2005
183 200
$US m 181
180
2,000 160
140
1,500 120
100
w
1,000 80 8
©
60 ©
500 0 3
e
20 2
0
c ®© = +— 0 — +— = = c ® — +— [0} — — — —
5598 % 5 7 8 § ¢ 585¢% %57t o§od
g5288 £ £ & 2 8§ £ O pcos = £ ¢ 2 2 £ S
zoWo £ 32 8 5 S &5 B z0Wo € 3 2 3 S § %7
z 0 X § < 2 z O x § z ¢
3 3
04 o
First Round Follow -on
The Northeast receives 25% of all First Round Clean tech
Investments
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- Q2 2005, by Amount and Number of deals.

US and Canadian Cleantech Deals by Quarter, Q1 1999
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US Cleanieely ounes s Yo ol

QEBUS V@

US cleantech % of total US VC: comparing first roun  d and follow-on rounds
(by amount and number of deals)
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Source of all US VC data;: PWC/Venture Economics/ NVCA
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2006 @ nWea e = Growine R@|

Three periods of cleantech, $ amounts and numberso  f deals
invested Q 1999-Q2 2005 and projected for Q3 2005-Q 4 2009
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@l EGlEanEChnVieKENVIORNEY~
Cleantech Venture Investment — Patterns & Performanc
The most comprehensive investigations of cleantech Investment

performance to date

Report released in late March 2005
67 initial public offerings: 730 M&A transactions in 30+ countries

Estimates Cleantech IPOs yielded returns to pre-IPO investors
of 5.5x, while European venture-backed IPO generated returns of
over 8x.

Estimates overall returns on cleantech M&A transactions were
4.3x on invested equity, based on more than $94 billion in
transactions tracked over the past 2 decades

A hypothetical portfolio of cleantech venture investments delivered

an estimated IRR of approximately 30%.  (Assumed 40% of the portfolio’s
investments were written off and an average holding period of five years.)
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Cleanicen e e

The Cleantech Index ™ was developed to capture the investment

potential associated with the substantial increase In the
economic value of clean technologies that will inev itably be
unlocked as the global population adjusts to the i nkage
between economic development and resource sustainab ility.

For a stock to be included in the selection univers e, a company
must be identified as one that has an exposure of 0  ver 50% to a
cleantech segment. Current universe of 75 stocks wi  th market
capitalization of approximately $100 billion.
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INEEXCOMPORNERES

12.31.2005

@ Materials & Nanotechnology

m Air Quality & Emission Controls
O Transportation & Logistics

0O Energy Generation

m Energy Infrastructure

O Energy Storage

m Energy Efficiency

0O Enabling Technologies

m Materials Recowery & Recycling

m Water Purification &
Management
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PlrellninEy, lhoex Stausties

Preliminary Return Summary (December 29, 2000 to Ja

nuary 20, 2006)

WilderHill Dow Jones Palisades
CleanTech CleanTech Clean Energy | S&P 500 Industrial Water
Start Date End Date Period | Index Index - TR Index Index Index Nasdaqg 100 | Index
12/31/1999 | 1/20/2006 ITD 96.81% 101.75% NA -14.14% -7.22% -54.79% | 147.46%
12/29/2000 | 12/30/2005 5YR 52.96% 55.81% -10.32% -5.45% -0.64% -29.74% 99.84%
12/31/2002 | 12/30/2005 3YR 117.10% 119.16% 72.71% 41.88% 28.48% 67.13% 85.67%
12/31/2004 | 12/30/2005 1Yr 9.47% 9.76% 4.07% 3.00% -0.61% 1.49% 8.48%
12/30/2005 | 1/20/2006 YTD 8.19% 8.20% 12.15% 1.06% -0.47% 1.90% 6.11%
12/30/2005 | 1/20/2006 QTD 8.19% 8.20% 12.15% 1.06% -0.47% 1.90% 6.11%
Annualized
12/31/1999 | 1/20/2006 ITD 11.82% 12.28% NA -2.48% -1.23% -12.28% 16.13%
12/29/2000 | 12/30/2005| 5 YR 8.85% 9.26% -2.15% -1.11% -0.13% -6.80% 14.82%
12/31/2002 | 12/30/2005| 3 YR 29.49% 29.89% 19.98% 12.37% 8.71% 18.67% 22.91%
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GE SV ECOUIIECIREtIORRIRIEIVE

Launched May 9 2005 by CEO Jeff Immelt: “Greenis G  reen”

Double investment in R&D . GE will invest $1.5 billion annually in
research in cleaner technologies by 2010, up from $700 million in 04.

Introduce more ecomagination products each year. GE will
double its revenues from cleantech products and services— from $10

billion in 2004 to at least $20 billion in 2010. (These products include
renewable sources of energy and materials that make energy production and
consumption more efficient, cleaner and more efficient transportation
technologies, and products and services that conserve or purify water)

Reduce its greenhouse gas (GHG) emissions and impro  ve its
energy efficiency . GE has committed to reduce its GHG emissions
1 percent by 2012 and the intensity of its GHG emissions 30 percent
by 2008 (both compared to 2004).
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BEEVAIEEREIVES ERERE)Y

Launched November 29 2005 by BP Chief Executive
Lord Browne

Double its investments in the entire umbrella of
alternative and renewable energy technologies.

Manage an investment program in solar, wind, hydrogen
and combined-cycle-gas-turbine power generation, which
could amount to $8 billion over the next ten years

The effort has a growth potential to deliver revenues of
around $6 billion a year within the next decade.
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Othel Ney, Evehts

» CalPERS/CalSTRS Green Wave Initiative

» $60 a barrel and OPEC instability — ME, Nigeria, Ven ezuela
o 3 0oftop 10 Ten IPOs in 2005 are cleantech + Suzloni n India
 Rise of Alternative Investment Market, London

» Xerox’'s PARC announces cleantech initiative

* President’s State of the Union Address

» Carbon trading kicks in and prices rise

* The hybrid as status symbol

» China and the rush for commodities

« KPCB announces $100 M for cleantech investing
— “biggest opportunity of the 21st century”
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The Challehoes

e Fostering “serial” cleantech entrepreneurs
 Building big-small business partnerships

e Attracting institutional capital

e Gaining recognition as an investment category
e Developing sell-side analyst coverage

e Avoiding a mini “bubble”

* Building linkages between different capital suppliers (eg
project finance, venture capital and equipment leasing)

* Encouraging appropriate public policies
e Bringing cleantech to emerging market economies
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Www.cleantech.com

nick@cleantech.com
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