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Early stage venture capital
Founded in 1983

$2 billion under management
~20 investing professionals

Investment sectors:
Cleantech
Information Technology
Life Sciences

100+ funded companies



Cleantech: 21 st Century Industrial Technology



Why listen to a venture capitalist talk policy?



Venture is known for catalyzing markets

Telecom

Computing

Internet

consumer

Lifesciences

Genentech



Venture has impacted the entire economy

Venture capital by the numbers:

0.2% of GDP ($28bn) is invested in venture capital

18% of GDP is generated by venture backed companies

10.4 million people employed by venture backed comp  anies
$8 generated in 2006 revenue for every $1 invested  since 1970
$466bn invested since 1970

60,700 companies created
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VC is looking to do the same in cleantech

Now the second largest category of venture investin g

Cleantech VC investments grew 1024% since 2001



Broadening investment focus

“Green Jobs” may be the wrong metric
Obijective is cleaner, lower cost, better performanc
Jobs will be spread across conventional players
New technology adoption will drive broad growth

e



Washington is deploying historic capital

$380 million $20 billion

EERE* FY2007

Including LGP and other programs

—~

$200+ billion

EERE* FY2009 + Stimulus

*EERE: Energy Efficiency and Renewable Energy (Prog ram in DOE)



Questions for regulators

Is there something to be learned from the venture
model’s ability to catalyze  growth?

How can the government leverage existing private
Investment and accelerate _ solutions?




The VC model is about rapid scaling of new ideas

Smalll targeted investments
Significant risk reduction

Rapid scale up
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Cleantech funding sources 2008

Source: Cleantech Group, NVCA Annual Meeting 2009



Pre-existing “funding gap” for new technology
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Funding alone won't solve the problem...

... Wide spread adoption is required



Transition always meets resistance

“California’s RPS could cost billions”

“BMW says CAFE ‘not feasible™

“Climate bill may spark high energy prices”

“New café standard will cost motorists
in money and lives”

...Costs rarely materialize



CAFE iIs not what killed GM



Is It that hard to build a more efficient car?



Let's try...
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Let's try...

Base Diesel Platform: 36 mpg

® Copyright 2007
Mohr, Davidow Ventures



Let's try...

Next gen diesel: 54 mpg

Next-Gen Diesel
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Let's try...

Diesel Hybrid: 88 mpg

Hybrid Drive

Next-Gen Diesel
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Let's try...

Diesel Hybrid: 88 mpg

Hybrid Drive

A

Li-lon Batteries

Next-Gen Diesel
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Let's try...

Turbocharger: 98 mpg

Hybrid Drive

A

Li-lon Batteries

Next-Gen Diesel \

Turbo Charger
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Let's try...

Turbo Diesel Hybrid: 98 mpg

Hybrid Drive

A

Li-lon Batteries

P I

Next-Gen Diesel \

Lithium Materials

Turbo Charger
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Let's try...

Light-weighting Body Materials

Next-Gen Diesel
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Turbo Charger

Add light-weighting: 115 mpg

Hybrid Drive

/

Li-lon Batteries

I

Lithium Materials
PLA Bio-based interior materials



The startup ecosystem extends beyond the car

\

d

All powered by emerging
growth companies
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Technology is not the limiting factor

Markets are efficient but slow

Huge opportunities  for growth await
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What can the states do?

Encourage investment in early stage companies not
just big existing employers
Support companies early when opportunity cost is low (San Jose)

Foster an entrepreneurial ecosystem
Inventory and leverage existing local strengths
Increase access to people and resources
Invest in talent, talent, talent
Entice don’t bind (ex. Masstech)

Don't try to reinvent the wheel

Speed up the process
Permitting, grants, approvals need to match company lifecycles (CEDA)
Slow processes will drive away good companies



What can the feds do?

Price carbon
Don’t be afraid of volatility and high prices

Allow some pain in the transition
Potential for pain drives behavior change amongst incumbents

Performance standards

Public dollars are significant enough now to drive behavior
Performance standards need to be applied to deployment of dollars
Transparent, merit based systems will encourage investment

Focus on rejuvenating debt markets
Larger project finance markets are still frozen
PTC/ITC helps but is not sufficient
CEDA with broad scope would be a start



Current policy priorities

Cap & Trade

Allowances, safety valves, revenues, timing
Is cleantech better off with or without a bill?

Renewable Energy Standard (RES)

Must integrate with carbon, but not a carbon standard

Clean Energy Development Agency (CEDA)
Needs the flexibility to utilize all the tools available
Requires a rethinking of acceptable risk
Must have revolving funding

ARRA Deployment

Priorities and metrics must drive deployment
Carbon, LCOE, and need must drive deployment



We must remain the hub of innovation

We must encourage adoption by incumbents
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Will Coleman
Mohr Davidow Ventures
www.mdv.com

wcoleman@mdv.com



Cleantech: 21 st Century Industrial Technology

Fuels & Chemicals
Power Generation & Grid

Air & Water
Transportation

Buildings, Lighting, Materials

Manufacturing

Addressing growing pain

Carbon emissions
Reliance on fossil energy

Advanced Materials
Industrial Biotechnology
Information Technology
Design & Engineering
Business Models

-points:

Sustainable resource management

Water
Waste




ex. Biofuels

Government Levers

]
-

|

-

|
-

|

|
-

|

-
-
-

]

e _e_—_—_—_—_—_—_———————

e
-
i
i
BB

4

i

.

... - . . a3 .
... &2 e
. .. @ .-
- o e
. o -
... - . s
. s e
-y  £F5
- sy g
.. 5 ey e
... .y s e,
. = ... s
- . e
= . ...

|
$
.

i

|l
i
. |
.

i

#
o
o

e

B
e e e
| ] .

-
-
-
-
-
-
-

e
c
Qo
S
c
S
(3]
>
(@)

—

-

-
i
.

-

-

—

IPO/M&A

_

-
.
.
PR
-
1
|
b s
- e
. .
. - e
. :
e

L

]
]
e
e
.
.

-
-
-
-

-

Equity Finance

-
-

i

]

i
]
i
]
i
]
i
]
i

D

Ies

] |
. |
- !
-

.

L

|

.

S

.

. -
-
-

Ser

.
-
e
e

=

.
.
-
-
-
.
-
-
-
.
-
-
-
-

| v
.

o=
-

-
-
-
-
-
-
-
-
-
-

-

-
o
-
-

.
.
-
-
-

-

-
e
.
.

=
-
-

e

-
-
-

-
-
-

-
-

| =
|

=
-
-
-
-

-
-

.

-
-
-
-
-

-
-

>
-
-
-

-
-
-

&

-

—
-

=
-
-
.
L

T

L

-

-

-

i
b

I\
i
)

-
f
k.

A
—

B

. .\
.

. .

=

Ies

|
i
.
i
B

]

.
.

. Capital Requirement

Ser

] J
] o
i 5
. 5
e
P - S
b ] e N
. | 2%
e : [72] 20
(] S
- — o<
<}

Ser



Renewable Energy Standard (RES)

State RES already exist (28 states)

CA, TX, and NE drive most renewables investment
Continued growth requires infrastructure
Federal RES provides market certainty

Federal RES
Current (without Fed RES)

Renewables are 2.5% of total
~ 75 GW of capacity
Target (House Energy Bill)
6% by 2012 .

25% by 2025
~ 800+ GW of new capacity
Demands ~35% CAGR across all technologies to achieve



The premise is not $100 ol



Peak oil depends on willingness to pay

Potential Supply of Liquid Hydrocarbons

Source: A E Farrell & A R Brandt, Environmental Research Letters



Demand will continue to grow globally
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Investors need certainty: ex. Wind
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North America Installations & Forecast

PTC
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PTC
passage

PTC
expires
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passage

PTC
expires

PTC
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PTC
passage

Bl USA
B Canada
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