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Objectives and methodology

RoseRyan conducted its second annual State of Cleantech survey in July 2011. The
benchmark study was conducted in May 2010.

Study objectives: take the current temperature of cleantech, assessing the industry’s
optimism, growth potential, challenges and risks for the coming year. As much as
possible, compare findings to the 2010 benchmark study.

Survey invitations were distributed to targeted cleantech leaders through email and in-
person networking channels. A total of 42 people clicked on the link to the survey, and
38 completed it.

The sample size of 38 is too small to be statistically projected to the cleantech industry
as a whole. The survey results are best viewed as directional in nature.

This survey was conducted by RoseRyan, with assistance from KPMG, Arbor Advisors
and Barney & Barney. It was implemented by the Green Research Group. Please
contact Chris Vane at RoseRyan (cvane@roseryan.com) with any questions.




Who we spoke to RePSERYAN

B Respondents are predominately high-level leaders from renewable energy and
service provider sectors.

B The transportation and energy efficiency sectors are also well represented.

Which of the following most closely
represents the cleantech work that you
do?

Renewable energy (solar, wind)

Service provider (legal, consulting) What is your role in your organization®

Transportation
P Owner/partner
Energy efficiency

C-level/executive management
Water

Biofuels Director

Venture capital/finance Manager/senior manager

Other

Vice president/general mgr
Note: lighting, green building — 0%

Base: Total sample, 42n Other
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Key findings

Outlook for venture funding is optimistic, with 67%b6 of respondents
saying they are extremely/very/somewhat optimistic.

e Hesitations center around VC aversion to funding for risky/innovative ideas and
small start-up firms.

Safer ideas, especially from midsize to large companies and those with a shorter
time horizon for revenue/profitability are perceived as better candidates for
funding.

The outlook for cleantech growth in Northern California is strong,
with fully 5026 saying they are extremely/very optimistic, and
another 429 saying they are somewhat optimistic.

e The sector with the largest growth prospects is energy efficiency, followed by
lighting and transportation.

The two biggest trends are an increase in M&A and the expansion of
large multinationals into cleantech.




REPpSERYAN

Key findings (continued)

B Cleantech’s single greatest challenge is gaining access to
capital. Survey respondents believe some reasons for the
reluctance for VC funding are government policies, the fragile state
of the economy and the uncertainty of the ability to grow the
customer base.

e Survey respondents firmly believe that government incentives are
needed to fuel growth and be globally competitive (especially against
China). The U.S. government is perceived as lacking in commitment,
especially to long-term and ongoing programs.

B With regard to personnel, cleantech demand is highest for
engineering support. The greatest challenges are:

e For executives, fundraising and the need to meet aggressive
monthly/quarterly/annual targets.

e For administration, sales and marketing: the ability to scale quickly.
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Detailed findings




Optimism for venture funding RPSERYAN

B Outlook for venture funding, though down from last year, is still fairly
optimistic, with 67% saying they are extremely/very/somewhat optimistic.

e Hesitations center around VC aversion to funding for risky/innovative ideas, government
policy and small start-up firms.

Safer ideas, especially from midsize to large companies and those with a shorter time horizon
for revenue/profitability, are perceived as better candidates for funding.

B While the 2011 and 2010 rating scales were different, it is noteworthy that:
e The percentage of extremely/very/highly optimistic responses decreased to 17% from 26%.

e The percentage that are somewhat optimistic remains stable, at 50% and 52% respectively.

How optimistic are you about the venture funding environment for cleantech companies?

2011 e 2010 529%

26%

17%
I 6%
| I | —

Extremely/Very Somewhat Not too Not at all Highly Somewhat Neutral Pessimistic
optimistic optimistic optimistic optimistic optimistic optimistic
Base: total sample, 2011, 40n; 2010, 65n




Anticipated IPO and M&A activity REPSERYAN

Within the next 12 months, 72%6 of respondents think that there will be five or fewer
cleantech IPOs in Northern California (25% said 0—1 IPOs, 47% said 2-5).

The results are similar to 2010, except that more respondents expect 10+ IPOs (8% in 2011
vs. 2% in 2010).

M&A activity is expected to be slightly lower than 2010, with 31% of respondents thinking there
will be 11+ mergers and acquisitions, compared to 36% in 2010.

Within the next 12 months, how many IPOs do
you think there will be in the Northern
California cleantech sector?

Within the next 12 months, how many mergers and
acquisitions do you think there will be in the
Northern California marketplace?

72% 71%

()
17% 17% 20%19%
11% gy

i I 3%I ! =2%

0-5 6-7 8-9 10+ 0-5 6-10 11-15 16-20

Note: 2011 IPOS: 0-1 IPO: 25%; 2-5 IPOs: 47% Note: 2011 M&As: 0-1: 6%; 2-5 M&As: 20%

B 2011 LA 2010

Base: total sample, 2011, 35n; 2010, 65n




Cleantech’s greatest challenges REPSERYAN

B By far, the single greatest challenge facing cleantech is gaining access to
capital. Fully seven in 10 respondents rank this as their biggest challenge.

In the coming year, which of the following do you consider to be cleantech's
greatest challenges? Please rank the following in order of most (rank=1) to least Ranked

(rank=4) greatest challenge. 1st or 2nd

Gaining access to capital 92%

Distribution of products/services

Protection of intellectual property [:3A

Geographic expansion

M Ranked 1st ® Ranked 2nd E Ranked 3rd k4 Ranked 4th

Base: total sample, 2011, 39n
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Cleantech’s biggest risks

B Cleantech risks appear on many fronts: government programs, the
economy and a slow-growing customer base.

What do you think cleantech companies biggest
risks are?

Government programs Economy stays or goes Growing customer base Ability to scale fast
are not ongoing back into a recession fast enough enough

Base: total sample, 2011, 38n




Optimism for cleantech growth REPSERYAN
In Northern California

Fully 95% of all respondents say they are extremely, very or somewhat optimistic
about cleantech growth in Northern California.

e 10% are extremely optimistic while 40% are very optimistic.

Though the rating scale in 2011 is different versus 2010, results suggests increased
optimism compared to 12 months ago.

How optimistic are you about the cleantech industry’s growth rate in

Northern California?
2011 2010

50%

5% 0% I 2%

Extremely/Very Somewhat Not too Not at all Highly Somewhat Neutral Pessimistic
optimistic optimistic optimistic optimistic optimistic optimistic

Base: total sample, 2011 , 38n; 2010, 65n




Industry growth
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Energy efficiency followed by lighting show the largest anticipated growth for the
coming year.

e Somewhat smaller growth is expected for the transportation, solar and water sectors, while biofuels
and building materials may see less growth.

China leads in international expansion (45%) followed by Europe (219%0).

In both 2011 and 2011 midsize cleantech companies are expected to have the most
success.

In the coming year, which of Where do you anticipate What size cleantech
the following sectors do you the most growth for companies do you think
think have the greatest international expansion in will be most successful in
growth prospects? cleantech? the next year?

2011

2011|2010 20112010
Energy Small — $0-

efficiency | 68% China 45% $5M revenue | 22%

Lighting 40% Europe | 21% Mid-sized -
; $5M-$50M
T ta-
Rspora India 13% e

tion 32%
. i"“th > Large - $51M-+
Solar 26% merica (4 revenue

Water 24% Japan 3%

Biofuels 16%
Building
materials 13%

Note: In 2011 multiple answers were accepted. In 2010 only one Base: total sample, 2011, 38n; 2010, 65n

answer was accepted.T herefore, results are not comparable



Future trends R§PSERYAN

The two biggest trends for cleantech are more M&A and the
expansion of large multinationals into cleantech.

How much do you agree or disagree with the following statements? Over the
next 12 months....

There will be an increase in mergers and acquisitions 43% 43% 109

Large multinationals will rapidly expand into cleantech 13%4 16%

A major breakthrough (crisis, discovery) will increase the
need for cleantech worldwide

Cleantech will continue to lead in venture investment

Many cleantech companies go out of business due to the

6%
general economy

M Strongly agree Somewhat agree E Neutral 4 Disagree

Base: Total sample, 2011 — 34n




Government incentives REPSERYAN

B The vast majority of respondents believe that government incentives are
necessary to grow the cleantech sector. The 2011 results are similar to
2010.

Do you think government incentives are
necessary for the cleantech sector’s
acceleration?

11% =

No Don't know
B 2011 2010

Base: \total sample, 2011, 36n; 2010, 65n
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Future demand for personnel

B Engineering support will be in greatest demand for cleantech
companies.
There will be somewhat less demand for sales and marketing and
manufacturing personnel.

What type of cleantech personnel do you see in the greatest
demand?

63%

0%

Engineering Sales and Manufacturing Administrative

support marketing (actg, finance,
legal)

Base: total sample, 2011, 38n




Challenges for cleantech RGPSERYAN

For executive teams, by far the biggest challenge is fundraising, followed by the need to
meet aggressive monthly/quarterly/annual targets.

For administrative teams, the ability to scale quickly is the main challenge.

For sales and marketing, the three key challenges are the ability to scale quickly, expand
internationally and differentiate from competitors. % Extremely/very

For senior executive teams: challenging:
Fundraising 88%
Meeting aggressive monthly, quarterly..
Managing aggressive growth
Identifying channels to market services
Identifying and finding key executives
For administrative teams: Ability to scale quickly
Ability to support international..
Ability to hire highly skilled candidates For______team at
7 ] cleantech companies,
Ability to manage risks how challenging is each
Ability to meet difficult compliance.. of the following?

For sales/marketing teams: . )
Ability to scale quickly
Ability to differentiate your solution..
Ability to expand internationally
Ability to expand in the U.S.
Ability to hire highly skilled candidates 28%

Five-point rating scale: extremely challenging, very challenging, somewhat
challenging, slightly challenging, not at all challenging




Thank you

Chris Vane
Business development, cleantech
RoseRyan, Inc.
35473 Dumbarton Court, Newark, CA 94560
510.456.3056 x169
WWW.roseryan.com

Follow us
Twitter: www.twitter.com/RoseRyan
LinkedIn: www.linkedin.com/company/RoseRyan
Blog: www.roseryan.com/blog/

RoseRyan cleantech expertise
www.roseryan.com/industries/cleantech.php
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