N FUNDETEC é‘;

Project 044370

FUNDETEC

Comparison and Assessment of Funding Schemes for the Development of New
Activities and Investments in Environmental Technologies

Instrument: Specific Targeted Research Project (STREP)

Thematic Priority: Integrating and Strengthening the European Research Area
(Scientific Support to Policy — SSP 5A)

Deliverable 14 - Report SDRC Conference

Due date of deliverable: November 315 2007
Actual submission date: November 22" 2007

Start date of project: 1* January 2007 Duration: 12 months

Organisation name of lead contractor for this deliverable:
Sustainable Development Research Centre (SDRC)

Revision [draft]

Project co-funded by the European Commission within the Sixth Framework Programme (2002-2006)
Dissemination Level

PU Public X

PP Restricted to other programme participants (including the Commission Services)

RE Restricted to a group specified by the consortium (including the Commission Services)

CO Confidential, only for members of the consortium (including the Commission Services)




FUNDETEC Work-package 7 - Deliverable 14

Report SDRC Conference

FUNDETEC

Deliverable 14 — Final Report on the SDRC Conference

Sustainable Development Research Centre
Fourth Annual International Conference
“Creating the Culture”
31° October and 1% November 2007

FUNDETEC Workshop

Authors:

Aileen Marshall
Sarah-Anne Munoz
Heather George

22" November 2007



FUNDETEC Work-package 7 - Deliverable 14
Report SDRC Conference

CONTENTS
1 INTRODUCTION TO THE FOURTH SDRC ANNUAL CONFERENCE................ 3
2 THE FUNDETEC WORKSHOP ... e 3
3 DELEGATE PARTICIPATION AND DISCUSSION ......ccooiiis ittt 4
3.1  FINANCIAL INSTRUMENTS TO OVERCOME THE GAP IN FUNDING ....... 5
3.2 BARRIERS TO ACCESS TO FINANCE AND APPROACHES TO
OVERCOME THEM ... .ttt e e e e e e e 6
4 CONCLUSIONS ...t ettt e e e e e e e e e e e e s e e s en e 10
5 APPENDICES ... .ottt ettt e e e as 12
5.1 APPENDIX A - PRESENTATION SLIDES .......oouttiiiiieeeeee e, 12
5.1.1 Robert Earhart, TBLI Consulting Group .........ccooeeeiiiiiiiiiiiiiiiiie e 12
5.1.2 Dr. Heikki Sundquist, Finnish Innovation Fund .............cccccvviiiiienenenn. 17
5.1.3 Raymond van Ermen, European Partners for the Environment ............ 19
5.2 APPENDIX B - CONFERENCE PROGRAMME.........cccccoiiiiiiiiiiiiiiiee 21
5.3 APPENDIX C - CONFERENCE DELEGATE LIST....cccoiiiiiiiiiiiiiiiiieeiiiiiie 24



FUNDETEC Work-package 7 - Deliverable 14
Report SDRC Conference

1 Introduction to the Fourth SDRC Annual Conference

SDRC holds an annual international conference in Scotland based around the overall
theme of “Sustainability — Creating the Culture”. This year the fourth conference took
place in the Drumossie Hotel, Inverness on the 31% October and 1% November 2007.
It was developed around a particular focus: Shaping a Sustainable Future, Creating
Policy and Devising Strategy. Sessions covered policy; social added value; corporate
social responsibility; working towards sustainable development, and the role of
business in sustainable development. Parallel workshops were held on the afternoon
of the second day, one focused on FUNDETEC and the other on sustainable
construction.

The conference sought to establish a forum for discussion and debate on emerging
issues, on new policies and practices and on recent research findings from around the
world. SDRC’s annual conference is designed to be accessible and informal and aims
to build productive partnerships between people working in fields related to corporate
social responsibility, environmental management, environmental technology
development and sustainable development. This year’'s conference had over 90
delegates from throughout Scotland, but also from the rest of the UK, Europe, India,
USA and Canada. A mixture of public sector, industry, private sector, NGO and
academic delegates attended and participated in the conference.

The Master of Ceremonies at the event was Mr Douglas Mundie, a member of
SDRC'’s Board of Directors. The conference provided a platform for two strategic
statements: Professor Jan Bebbington, Vice Chair of the Sustainable Development
Commission Scotland outlined the progress made by the Scottish Government
towards sustainable development and the Chairman of Highlands and Islands
Enterprise set out the vision for a sustainable Highlands and Islands region at the
conference dinner. The full conference programme and delegate list can be found in
Appendices B and C.

2 The FUNDETEC workshop

The FUNDETEC workshop took place on the second afternoon of the conference in
the main auditorium. The workshop was chaired by Douglas Mundie. The aim of the
workshop was to engage the delegates in the development of the FUNDETEC
research programme and to provide a platform for the dissemination of preliminary
results and to receive feedback on the outcomes of the research. The workshop was
attended by approximately 20 delegates with a cross section of representatives from
business and the public sector.

The workshop was divided into two main sections. Firstly, three presentations were
made with questions from the participants after each one. This was followed by an
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informal discussion led by the Chair and by Robert Earhart, research leader of the
FUNDETEC project.

There were three speakers for the workshop. All their presentation slides can be found
in Appendix A. Robert Earhart, Director of TBLI Consulting Group presented the up-to-
date results and recommendations from the FUNDETEC project on behalf of the
consortium partners also in attendance. It included all three perspectives covered in
the project: the technology developers; private sector financiers and the public funding
bodies.

The second speaker was Dr Heikki Sundquist from the Finnish Innovation Fund,
SITRA. He presented the work of his organisation in successfully funding
environmental technology development, mentioned the launch of their new Cleantech
fund and discussed the need for more timely and accurate statistics and clear
classifications for activities in the Cleantech field. He also spoke about Scandinavian
cooperation on the Nordic Environmental Technology Project.

The final speaker for the FUNDETEC workshop was Raymond van Ermen, the
FUNDETEC project coordinator and Director of European Partners for the
Environment based in Brussels. He presented a number of recommendations of the
FUNDETEC consortium to finance the future of eco-innovation. He discussed the EU
plans of action and made recommendations to the European Regions, SMEs, banks
and business angels.

Other consortium members who participated in the workshop were: Birgit Eggl from
forseo, Germany; Volker Handke from 1ZT, Germany; Aileen Marshall and Professor
Stephen Tinsley from SDRC and Arnaud Berger from Banque Populaire.

3 Delegate participation and discussion

After each of the speaker’'s presentations the audience were given an opportunity to
ask questions. The discussion that followed provided the consortium with valuable
feedback on their research but also on the regional specific implications of their work.
The consortium particularly wanted to know if there were any gaps and barriers to the
financing of environmental technology development that researchers had not
identified, maybe particular to the local region. The participants were asked to
contribute with solutions and examples of best practice that overcome these barriers.
The audience were also asked to comment on the desirable/ effective or
problematic/weak characteristics of certain funding mechanisms that were discussed.
The quality of the discussion was felt to be good and several interesting points were
raised.
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Financial instruments to overcome the gap in fu nding

There were a number of financial instruments suggested and debated by
participants to help overcome the gaps in finance for environmental technology
development. They were as follows:

CAPITAL GRANTS

One of the participants wondered if the consortium had encountered the usage
of capital grants as a form of financing for renewable energy projects. This
describes when the investors do not take a stake in the business in return for
their investment. Robert Earhart explained that this kind of funding is fairly
uncommon amongst private investors except for business angel investment but
that the research had found examples of public funders providing contingent
grants at the pre-commercialisation stage. The participant added that capital
grants have been seen in the UK for waste recycling and renewable energy
technologies, where the UK Government has provided financing to overcome
market entry problems and excessive operational costs.

CO-INVESTMENT FUNDS

Five years ago there were very few venture capitalists in Scotland; therefore
business angels stepped in with higher investment which increased from £1/4
million to £1 million investment. They in effect became small venture
capitalists. The Scottish Government developed a co-investment fund in
partnership with business angels. The public sector made funding available
from a pot of £15million. Business angels were able to invest their money in
companies and the amount would be matched by the co-investment fund. This
stimulated a growth in business angel investment in Scotland, meaning that
business angel investment grew by 40% from the pre-scheme level and
encouraged greater investments outside of the co-investment programme.

SHARE FLOATING AS A MEANS OF RAISING CAPITAL

One of the participants asked if environmental technology developers should
be encouraged to float shares and spread the risk of investment in order to
raise funds for further development and commercialisation of their technology.
A consortium member cited mezzanine finance as a combination of equity and
debt financing available to developers. The researchers found that equity has
been floated in low profile exchanges, one example found was listed in the
Cayman Islands, but there were a few other examples. Research had found
that it is often not an appropriate option for small companies due to the
administration costs, because even on a small, low key exchange they can be
very high, if they are looking for less than one million Euros. Some innovative
mezzanine financing has been seen during the project, which does look like it
could be useful to companies, but it is still marginal.
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Another consortium member added that a lot of technology developers lack the
knowledge or experience of financial markets for them to be able to float
stocks. There are examples of where they have been successful, for example
a German company was turned down by numerous financiers, so they set up
their own venture capital fund. They raised funds from regular people putting in
small amounts and after a couple of years they floated stocks on the Munich
stock exchange — this was successful, but they had vision and knowledge of
financial markets.

TAX CREDITS

There were two kinds of tax credits mentioned by the workshop participants:
R&D tax credits for the developers and tax credits for the investors. Canadian
business angels receive tax credits; this is to encourage high earning
individuals to invest in projects. Canadian technology developers also are
eligible for R&D tax credit.

One participant said that the Scottish Government also gives tax incentives to
business angels, and there is a R&D tax credit scheme for research
programmes with a threshold of £10,000. Through this scheme, up to 50% of
the recognised cost for research and development can be claimed back by the
company.

Barriers to access to finance and approaches to overcome them

The workshop participants discussed the barriers that developers face when
accessing finance and made suggestions of how to overcome these barriers.
The major foci of this part of the discussion were the importance of the people
involved and the role that government regulation plays in encouraging
successful technology development.

PROJECT SIZE TOO SMALL TO ATTRACT VC

One of the delegates cited an example from his personal experience. There
was an electronics company which approached venture capitalists, but the
venture capitalists were not interested in projects below a certain value. The
company regularly increased the amount needed for a project to get the
venture capitalist to fund them, but then they were rejected because the project
was not strong enough for the investment required. There was a mismatch of
expectations. The venture capitalists did not address the needs of the company
and equally the company’s projects did not meet the requirements of the
venture capitalist.

INVESTORS CHOOSE PEOPLE FIRST

It was raised that many technology developers don’t survive because they don't
have good business acumen, or there is a clash of personalities between
investor and technology developer. In many cases the technology is not going



FUNDETEC Work-package 7 - Deliverable 14
Report SDRC Conference

to be competitive therefore it is not funded. It is sometimes the case however,
that what has been marked as a failure could work if the negative aspect is
removed. Politics, finance, science, social factors, micro and macro economics
all need to be addressed when considering environmental technology
development. A consortium member mentioned that during the project they did
look at trying to determine causality for unsuccessful technologies, and they
think they have some solutions. The following points were also raised:

4 'GUT FEELING’

According to one audience member business angels in Scotland tend to invest
in people first, then the company or technology. They can have a good ‘gut
feeling’ about a management team and their skills. If the human mix is right
then the business will successfully secure investment.

# '‘ADDED VALUFE’

Sometimes investors have installed new members of management to improve
the business effectiveness of a technology development. This is not always
popular with the technology developer who fears losing control of his idea and
business. The additional input from the investors is often important for
inexperienced developers who want ‘added value’ from their shareholders.

4 TRAINING AND ADVICE

It is important to make sure technology developers have a clear understanding
of the financial markets, and this can be achieved through training. Banks
need to provide advice so that loan seekers can secure the loans they require.
It is very complex however, and trying to determine the different aspects is very
difficult, and there has been mixed results from the research programme.

# HEAD-HUNTING TRAINING

In many cases, environmental technology developers are good engineers and
inventors but not business people capable of marketing the company
successfully. It would be beneficial to companies for people to provide start up
training to help them head hunt the right people to take their company forward.

# FEAR OF FAILURE CULTURE

In Europe and the UK, entrepreneurialism tends to be repressed, and is
handled much differently to North America. This is a big challenge for Europe
to move forward with renewable technologies. Unlike North America, Europe
and the UK have failure worries, due to an inability to encourage people to
move on from failure. In Great Britain, being bankrupt means you are
blacklisted for a long time and there is social stigma associated with this.

REGULATORY AND POLITICAL PRESSURES

A question was raised regarding the role of regulation in the demand and
supply of finance for environmental technology development. One participant
explained that there are cases of new materials related to, for example,
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sustainable construction, which may not be in line with building codes (Western
Europe and Central and Eastern Europe) and this can block financing for those
technologies. Another workshop participant said that although there are a lot of
difficulties of conforming to regulation, in many cases regulation has also
reinforced the demand for technology as it forces industries to look for cleaner
ways of operating.

An example cited of problems with regulations was with a side emitting light
laser in the oil and gas industry. The Health and Safety Executive said there
were no existing regulations covering it; therefore they were not allowed to
install it until new regulations were developed for it. They had to wait a year
before the technology could be used. It is difficult to forecast the timescale of
regulation activity therefore small companies can have financial difficulties if
they have to wait long indefinable periods.

4 JOINT PILOT PROGRAMMES

One of the participants wondered: Are there examples of best practice where
regulators and technology developers have partnered for a pilot project to
overcome regulations? This could be the way forward because it reduces the
risk of breaching emissions regulations and also guards against faults caused
by the technology, because the pilot project would be for a limited time period
and they would be able to jointly manage regulations.

Researchers had found examples of this in North America but not in Europe,
where public authorities are trying to get technology developments over the
‘Valley of Death’, by targeting financial and other needs. Examples were cited
where the public authority guarantees output of demonstration plants. An
industrial partner is often difficult to find due to the risk involved in installing
unproven technology. If the risk to them is eliminated by means of a guarantee
of the output of the technology then industrial partners are more willing to
become involved and thus financial partners are also attracted.

Also mentioned was that the Netherlands government has a list of new un-
proven technologies. Companies adopting these technologies then have
access to fiscal incentives to encourage them to adopt unproven technologies
thus supporting their development.

# FEED-IN TARRIFFS/ RENEWABLE OBLIGATIONS CERTIFICATE S
Participants of the workshop discussed varying pricing mechanisms used to
encourage renewable energy provision.

In the UK, there are Renewable Obligations Certificates which require suppliers
to provide a certain amount of guaranteed output. This favours established
developments and does not encourage new innovation. The UK needs to look
at the market value, and provide funding for renewable technologies not close
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to the market value, in order to make them more feasible options. An example
is fuel cells because these are around £2000/kW — this means they are at a
disadvantage because of costs.

The renewable energy law (EEG) in Germany is designed to increase the
amount of renewable energies contributing to the power supply. This is a fixed
feed in tariff system that guarantees minimum prices to renewable energy
suppliers over a period of 20 years. It has helped technology innovation a lot
because it obligates grid suppliers to accept the renewable energy onto their
grids and guarantees a certain level of funding to renewable energy suppliers
over a long period. The EEG allows small producers to be electricity providers,
rather than large scale developers.

4 PRESCRIPTIVE PROCESSES DISTORT PROJECT COSTS
In Finland, those who were supplying less than 500kW of renewable energy to
the grid had to install their own transformer; this threshold has now been raised
to include anybody supplying output of up to 2MW. This change in the
regulation has incurred huge additional costs for developers which distorts the
project costs making them unattractive to potential investors.

4# SCOTTISH GOVERNMENT SUPPORT

There was criticism of the Scottish Government’s reluctance to move on new
technology. They are starting to change their attitude towards renewable
energy, but not really to other technologies. They changed their attitude after
being embarrassed when Portugal bought Scottish wave technology when they
had shunned it, so now Scotland is investing in their own technology
developers.

4+ EUROPEAN FUNDING

It was thought by several participants that Scotland has a poor track record of
accessing European funds. Business Angels and Venture Capitalists, keep
their applications as simple as possible for companies, but it is not so for
European funds, and these need to become simpler.

EU funding instruments require applicants to fill out extremely challenging
forms which distort the project, and it ends up that the project is not doing what
it was originally designed to do, but it ticks the right boxes for the EU. The
project will most likely fail. The EU needs to encourage funding for projects
which makes sense, and don'’t just tick boxes. One participant thought that
every year the EU talks about simplifying application processes, but in actual
fact every year it gets more complicated.
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4 Conclusions

There were a number of issues raised by the participants of the workshop which
demonstrated that environmental technology developers face vast and varied barriers
to finance regardless of their geographic location. There are several insights into the
situation in Scotland that the consortium had been previously unaware of and some
suggestions of ways to overcome these gaps and barriers by various delegates.

There were several suggestions of funding schemes to overcome the lack of funding
for environmental technology development. The main technology sectors that were of
interest to participants were renewable energy technology and waste mitigation
technology. Some of the financial instruments adopted by the Scottish and UK
governments to support technology development are capital grants, co-investment
funds and tax credits. The second two of these public sector instruments have been
instrumental in leveraging private sector involvement in financing eco-innovation,
especially from the business angel community. Share floating was not deemed to be
appropriate for most small scale technology developers due to administrative and
knowledge barriers.

Other barriers mentioned were mainly focused on a lack of business acumen and
management skills of the entrepreneur and also the regulatory framework. The
consortium was aware of these barriers from their research but received additional
insights and suggestions from participants. It was mentioned that business angels in
Scotland tend to invest in people first then the technology. The role of the technology
developer's personality and attitude is critical to the investment decision and thus
support was suggested to help technology developers to head-hunt suitable
management and to find suitable financial packages to suit their needs. A culture of
fear of failure needs to be addressed in Europe in order to encourage
entrepreneurship and increase the risk appetite. Social stigma and credit black-listing
attached to bankruptcy and venture failure need to be addressed.

Certain failures of the regulatory framework surrounding eco-innovation were
discussed. A general feeling was that regulation and government support were
lagging behind technology development in Scotland and needed to catch up quickly.
The conservatism of industry and utilities needs to be addressed to boost demand for
environmental technologies. Joint pilot programmes as seen in North America could
be developed in the UK and Europe to encourage adoption of unproven technology in
order for it to demonstrate its validity.

The UK ROCs are said to favour existing renewable energy technologies whereas a
German style feed-in tariff allows small producers to supply to the grid and supports
the income they gain from this over the long term.

Finally the discussion of EU funding came to similar conclusions as the consortium’s
previous research sources. Many participants felt that Scotland had a poor track

10
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record of accessing them. Overcomplicated and prescriptive application processes
were the most cited root of the problem.

The consortium was encouraged by the response they received from participants at
the workshop. They were highly interested in the work of the FUNDETEC project and
its implications for Scottish financiers and technology developers alike. There was
interest in a focused in-depth research approach providing the opportunity to use the
expertise and information gathered during the FUNDETEC project, to more thoroughly
understand the barriers and enhance the success of environmental technology
development in the Highlands and Islands and throughout Scotland. A pre-proposal
has been written for a project focusing specifically on the Highlands and Islands and
other Scottish regions. This innovative project could provide policy makers and
stakeholders with vital information on approaches to improve the financing of
environmental technology development. This time-critical research will provide state-
of-the-art research to allow Scotland to fulfil its technological potential and reach the
strategic targets set for climate change and sustainability set at regional, national, and
international levels. Further projects in other regions and countries in Europe could
build upon the results of this particular project using this research as a benchmark.

11
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5 Appendices
5.1 Appendix A - Presentation Slides

5.1.1 Robert Earhart, TBLI Consulting Group

* FUNDETEC - Short Introduction to FUNDETEC

FUNDETEC - Funding the Development of Environmental * Main Objective/Target of the Project:
Technologies Improvement of finance for
A Brief Overview of Preliminary Results environmental technology development
. « Comparison of different types of

on Environmental Technology instruments

Funding Mechanisms « Recommendations for evolution of existing

§chemes and for new schemes and

Andrew Coogan (TBLI CG), Robert Earhart (TBLI CG), instruments

Birgit Eggl (forseo), Christian Kamburow (IZT), Volker Krauth (forseo),
Aileen Marshall (SDRC), Raymond van Ermen (EPE)

SDRC Conference
Inverness, Scottland, 1 November 2007
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Types of Instruments & Investment Stages

« Predominantly grants & loans (including soft
loans)

« But also tax incentives & guarantees

Only very few “innovative” instruments and
approaches to finance eco-innovation

* Most instruments focus on later stages of
company growth and technology development

Lack of instruments addressing early stages

FUNDTEC: Overview on Finance Mechanisms 7

FUNDED SUSTAINABLE TECHNOLOGIES

for Public Funding Sources, by Technology Stage
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FUNDED SUSTAINABLE TECHNOLOGIES

for Public Funding Sources, by Technology Type (Non-Energy)

Senkcontragone
e —
P, ]

FUNDTEC: Overview on Finance Mechanisms 10

FUNDED SUSTAINABLE ENERGY TECHNOLOGIES
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PRIVATE FUNDING INSTRUMENTS

Europear
Partners far the
Environment

Coverage - Private Sector

* 24 Countries, 141 Institutions/

Organisations, 179 Instruments

« Focus during first research period

on performance mapping Europe,
North America, and Asia
Instruments focussing exclusively on
environmental technologies (e.g.
funds and organisations) as well as
traditional instruments (e.g. banks)
Venture capital and private equity
feature prominently
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REGIONAL PERCENTAGES

of Private Funding Sources
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Types of Instruments & Investment Stages

Predominantly private equity & venture capital
But also managed funds, pension funds, and
traditional bank loans

Lack of private instruments addressing early
stages, almost nothing addressing pre-
commercialisation / mid-stage

Private equity and venture capital have
narrowing deal flow, leaving many possible
technologies without mid-stage funding
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FINANCING CONTINUUM

for Private Funding Sources
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ASSET CLASS PERCENTAGES

for Private Funding Sources
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TECHNOLOGIES BY ASSET CLASS

for Private Funding Sources, by Technology Type (Non-Energy)
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TECHNOLOGIES BY ASSET CLASS

for Private Funding Sources, by Technology Type (Energy)
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TECHNOLOGY DEVELOPERS

Europear
1 Partners for the
" Environment

Coverage - Technology Developers

24 Countries, 37 Technology Developers
Focus on Europe and North America

The R&D stages are well represented, as
is the demonstration phase. Pre-
commercialisation was undertaken by only
a quarter of respondents.

The predominant source of funding for the
interviewees was from grants, in NW
Europe and CE Europe especially. This
was followed by high usage of the
developers’ own funds and debt in the
form of loans.

There was little adoption of bonds, debt
development finance, or equity from
pension or managed funds.
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FUNDED SUSTAINABLE TECHNOLOGIES

for Technology Developers, by Technology Sectors
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FUNDED SUSTAINABLE TECHNOLOGIES TECHNOLOGY DEVEOPMENT ORGANISATIONS
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Major Differences: EU - North America, Asia

« Public policy is far more developed in Europe, in

MAJOR REGIONAL DIFFERENCES general, than North America or Asia
Europe North America. Asia « Asia markets are far more dependent on subsidies

and incentives to develop markets
« North America less dependent on public policy
« Asia is moving forward on financing new
technologies rapidly, particularly around energy
and water, adopting many technologies
developed in Europe

Eu a
B parmare for the FUNDTEC: Overview on Finance Mechanisms 28
- Environmen|

Opportunities: EU - Asia

« Policy leverage via trade relationships and EU
procurement rules to create incentives for businesses in

ésgﬁ;glggssesnergy efficiency and renewable energy CROSS CUTTING BARRIERS, GAPS &
« Extension of the ETS to support Asian energy efficiency OPPORTUNITIES

schemes and technology investments.

Technology Transfer

Retaining control of technology is a major issue, licensing has
been unreliable in Asia.

Cheaper second-generation technologies most appealing
P2E2 & NEDO are both good examples of organisations
facilitating technology transfer to and within Asia

.

.

.

FUNDTEC: Overview on Finance Mechanisms 29
European

Partners for the

Environment
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Cross-Cutting Barriers

« Financial structure and scale
« Usually higher up-front capital costs, external financing
requirement is therefore high
« Perception of cost and long-term performance risks, lack
of timely and accurate information
« Problems in coordination/communication between
different actors involved (e.g. ministries, agencies)
« Market distortion
« caused by the pricing of high-carbon fuels, which does not
reflect the environmental and social costs they impose
* puts most sustainable energy technologies at a competitive
disadvantage and makes them dependent on supportive
policy and regulatory frameworks to be financially viable
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Demand & Supply Side Barriers

« Barriers to the Demand Side
« Entrepreneurs often do not want to share their ownership and
control over their company with equity investors
« Limited cultural acceptance of new technologies
« Reluctance of grid operators to deal with decentralised
suppliers of energy
« Barriers to the Supply Side
« Smaller project sizes result in higher transaction costs
« Higher ratio of capital costs to operating costs
« Lack of longer-term financing at reasonable rates
« Gaps in financing typically begin in the demonstration
stage and continues through to the early
commercialisation phase

FUNDTEC: Overview on Finance Mechanisms 32

Instruments to Overcome Gaps and Barriers

¢ Incubators and Accelerators
e Grants

« Soft and Convertible loans
« Debt Loans

« Incentives

« Equity

« Guarantees

* Green Savings Schemes

FUNDTEC: Overview on Finance Mechanisms 33

Instruments to Overcome Gaps and Barriers

FUNDTEC: Overview on Finance Mechanisms 34

Barriers and Solutions to Access Funding Instruments

Project Preparation / Administrative Barriers: enhanced,
comprehensive support

Lack of Management and Communication Skills: networks providing
public financers with contacts to researchers and the industry

Lack of Capital: compensatory advance payments made from
national public sources to mitigate the acute cash-flow problems that
emerge in the application process

Risk Assessment: provide risk minimising instruments and therefore
leverage more private investment

Lack of Awareness: put in place appropriate credit rating and due
diligence procedures, or project specific support facilities that share
some of the elevated transaction costs

FUNDTEC: Overview on Finance Mechanisms 35

Innovations to Overcome Gaps and Barriers

Green Savings and Bank Accounts
« Scaling up green saving bank accounts/green fund schemes
to provide capital for environmental technologies and
ventures through existing bank savings products, These
funds are deployed through qualified regional and local
environmental ventures.
Guarantee Fund
« Support for 95% of the viable eco-innovation projects
currently not eligible for VC and mezzanine though a
guarantee fund system. This allows access to equity and
debt instruments currently not available through current risk
and financing structures

FUNDTEC: Overview on Finance Mechanisms 36

Innovations to Overcome Gaps and Barriers

Sector Specific Carbon Finance
« Provide a domestic scheme that links carbon finance to
investments in specific sectors, such as the building sector.
Carbon credits can be accrued on a national or regional level
to enhance returns to attract new or additional investment.

Asset Allocation: Focused Funds in Investment Portfolios

« Focused funds in investment portfolios: 5% of investment
portfolios are dedicated to SRI focused on eco-innovation.

FUNDTEC: Overview on Finance Mechanisms 37

Innovations to Overcome Gaps and Barriers

Development of Public-Private Partnerships
« New partnerships between Ministries of Finance, banks, and
investment funds to financing for pre-commercialisation stage
of investment financing.

FUNDTEC: Overview on Finance Mechanisms 38
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5.1.2 Dr. Heikki Sundquist, Finnish Innovation Fund

Promotes a stable and balanced developmentin Finla  nd, the qualitative

and quantitative growth of its economy and its inte rnational
competitiveness and co-operation.
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Investments in cleantech have shown substantial growth globally in the past few years. This development has
been venture capital driven. In the United States, cleantech is currently the third most significant sector for
venture capital, and the same trend is evident in Europe
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Envi Fund

11 October 2007

New international common classification is needed

$ 2 $3/ &

Sitra and Provider launch a new Cleantech
Venture Capital Fund

Target is to form a EUR 100-160 million fund investing in Nordic
cleantech enterprises

Sitra’s partner in establishing the fund is Provider Venture Partners AB
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The total number of potential cleantech companies in the Nordic
countries is over 2000

Environmental and, more generally, social responsibility are clearly
becoming a part of the investment policies of notable institutions

Hot 3pot today

Slide 7 Slide 8
Follow up Envi Fund

$
## #. & " Based on Eurostat
and OECD
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et | 1 Introduction of Cleantech
concept
« How are the companies in the environmental sector developing?
< How are venture capital investments developing in the field?
« How is export developing?
« Investments in technology, public and private?
« Relation between investments and development of regulation?
« Promote the general understanding and identity of the business sector. http:/www.stat fifindex_en.html
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5.1.3 Raymond van Ermen, European Partners for the

Environment
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Appendix B - Conference Programme

Sustainability — Creating the Culture 2007 Conferen  ce

Conference Programme

Day 1
09.30
10.00
10.10

10.55

11.15
11.25

11.40

12.00

12.20

12.30

13.30

13.50

14.10

14.30

— Wednesday 31 *' October 2007

Registration

Welcome from the Master of Ceremonies for the conference, Mr Douglas Mundie.
Professor Jan Bebbington, Vice-Chair of the Sustain able Development
Commission — Assessment report on the SD performance of the Scottish Executive

from the Sustainable Development Commission.

Maf Smith, Scottish Director, Sustainable Developme nt Commission Scotland —
Sustainable Development and the Role of Government.

Panel Questions
Comfort break .

Professor Greg Lloyd & Deborah Peel, University of Liverpool — Planning
Modernisation, Cultural Change and Making a Difference.

Jan Falconer, Strategist — Sustainable Development Economic & Environmental
Sustainability Strategic Leadership Services, Aberd een City Council — Creating a
Culture of Sustainability.

Panel question

Lunch

David Bryan, Development Officer, Community Recycli ng Network for Scotland —
Promoting social added value in the community recycling sector in Scotland.

Dr Daniel Wahl, University of Dundee - Education Alliances for a sustainable future:
Integrated Sustainable Community/Ecovillage Design Education.

Dr John McClatchey, Environmental Research, Highlan  d College UHI Millennium
Institute — Developing a carbon neutral Island.

Panel Questions
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14.50

15.05

15.25

15.45

16.05

16.30

19.00

Report SDRC Conference

Comfort Break

Professor Frank Figge, Queens University Belfast — Sustainably Successful?
Analysing, measuring and managing corporate sustainability with the sustainable value
approach.

Dr M Kanchan, Mahajana Degree College, Karnataka, | ndia — The Changing Face
of Corporate Social Responsibility in India Inc.

Scott Davidson. Halcrow Group Ltd —  Practically Delivering Smart Growth for the
Highlands — A Success in Collaboration

Panel Questions
Close

Conference Dinner — Drumossie Hotel

Thursday 1st November 2007

09.00
09.30

09.35
09.55
10.15

10.35
10.55

11.15
11.35

11.55

12.15

12.30

Registration
Welcome

Professor Jan Bebbington, University of St Andrews — Initiating Sustainable
Development reporting: evidence from New Zealand.

Murray Ferguson, Head of Visitor Services and Recre  ation, Cairngorms National
Park Authority — Working towards sustainability in the Cairngorms National Park.

Rick Wolk, Assistant Professor Marketing & Entrepre neurship, University of
Alaska Southeast. — Social Entrepreneurs.

Panel Questions
Comfort break

Frazer Scott, Assistant Chief Executive Forward Sc otland — Making the
Connections: Well — being and Sustainable Development.

Brian Menzies, Regional Manager, EnviroCentre  — Industrial Symbiosis.

Marcus Sangster, Forestry Commission, Heather Georg e SDRC, Land Use and
Social Research, Forestry Commission — Forestry Commission’'s Corporate
Sustainability Project

Panel Questions

Lunch
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13.45 Parallel workshops

Main Auditorium —
European R & D Project — Funding of Development and Commercialisation of
Environmental Technologies - Chaired by Douglas Mundie

- Robert Earhart, TBLI Consulting Group — Providing up to date results and
recommendations from the Fundetec project

- Dr Heikki Sundquist, Environmental programme, Fin nish Innovation Fund - A
Case Study

- Raymond van Ermen, Director of EPE — Financing the future of Eco-Innovation. EU
Plans of action. Fundetec recommendations related to European Regions, SME'’s,
Banks, and Business Angels.

Moray Suite — Sustainable Construction
Chaired by Gary Campbell

Case 1 — Craig Badke, PHD Student, Dr Stuart Walker , Dr Stan Stein University of
Calgary — iCon — Critiquing “Perfection” Creating the Culture
Case 2 - lan MacGillivray, Synergie Scotland - Sustainable construction in the
Highlands — changing the culture.
Case 3 — Mrs Helen Beveridge, Principal Environmental Consul  tant, Jacobs

16.30 Panel discussion in the main auditorium

17.00 Conference close

Event sponsors:
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Appendix C - Conference Delegate List

FUNDETEC

5.3

Mr Mark

Prof. Jan

Ms Anna

Mrs  Helen

Ms Amanda

Mr Gary

Dr Neil

Mr Michael

Mr Scott

Mr Robert

Mr Jeremy

Ms Kim

Mr Murray

Mr John

Mr James

Ms Wendy

Ms Heather

Ms Jayne

Ms Jane

Dr M.

Mr Robin

Ms Jan

Ms Nicola

Mr lan

Mr James

Ms Aileen

Dr John

Ms Anna

Mr Douglas
Sarah-

Dr Anne

Mr David

Ms Megan

Ms Siti

Mr Frazer

Ms Jackie

Mr Stuart

Dr Heikka

Ms Chongrak

Prof. Stephen

Mr Raymond

Ms Pipa

Ms Clair

Abbs

Bebbington
Beswick

Beveridge
Calvert
Campbell
Chisholm
Lane

Davidson
Earhart
Evans
Fellows

Ferguson
Forster
Fraser
Galloway
George
Glass

Hope
Kanchan
Lingard
MacPherson

Macaulay-
Smith

MacGillivray
Mackenzie
Marshall
McClatchey
McKee
Mundie

Munoz

Nicol
Palmer-Abbs
Saat

Scott

Scutt
Simmons
Sundquist
Thinagul
Tinsley

Van Ermen
Wagstaff
Wright

Professor of Accounting and
Sustainable Development
Assistant Campaign Manager
Principal Environmental
Consultant

PHD Research Student

SDRC Director

Director of Research

Sales Support Manager
Associate, Urban & Regional
Planning

Director

Business Development Manager
Director

Head of Visitor
Recreation

John Forster Associates
Duty Principal & Secretary
Operations Manager
Research Assistant

PHD Research Student
Chief Executive

Professor of Commerce
SDRC Chairman
Postgraduate Administrator

Services and

Accounts Officer
Managing Director
Researcher

Research Assistant
Senior Research Fellow
PHD Research Student
SDRC Director

Researcher
Area Director

PhD Student

Assistant Chief Executive
Director

Business Development Executive
Business Director

PhD Student

Chief Executive

Director
PHD Research Student
Rural & Sustainable Development
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EBBA Consultants Ltd

The University of St Andrews
Scottish Waste Awareness Group

Jacobs

Centre for Mountain Studies
SDRC

UHI Millennium Institute
Rolls-Royce

Halcrow Group

TBLI Consulting Group SARL
The Macaulay Institute
Greener Scotland Directorate

Cairngorms National Park
John Forster Associates
UHI Millennium Institute
SDRC

SDRC

Centre for Mountain Studies
Cairngorms National Park
Mahajana Degree College
SDRC

SDRC

SDRC
Synergie Scotland

SDRC

Environmental Research Institute
Centre for Mountain Studies
SDRC

SDRC

Community Scotland

EBBA Consultants Ltd
Strathclyde University

Forward Scotland

Social Enterprise Academy
The University of Edinburgh
Finnish Innovation Fund SITRA
Strathclyde University

SDRC

European Partners for the
Environment (EPE)

Centre for Mountain Studies
Scottish Enterprise Grampian
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Mr Rick
Prof. Greg
Mr Craig
Mr Brian
Mr William
Prof. Robert
Prof. Frank
Mr Archie
Mr Volker
Ms Birgit
Ms Alison
Ms Caroline
Mr Phil
Ms Catherine
Mr Garth
Ms Wilma
Ms Deon
Mr Charlie
Mr David
Ms Ailsa
Ms Francoise
Mr Maf
Ms Nadia
Ms Isobel
Mr John
Ms Louise
Mr Matthew
Ms Collette
Mr Andrew
Ms Kia
Ms Christine
Herborg
Ms Laura
Ms Felicity
Ms Jessica
Rueben
Mr John
Mr David
Mr Michael
Ms Linda

Wolk
Lloyd
Badke
Menzies
Roe
Cormack

Figge

Prentice
Handke

Eggl

Wilson
Scott

Matthews

Francis
Miles
Campbell
Mushure

Morrison

Watts
Campbell

van Buuren

Smith

Sirc
Stanley
MacDonald
McAfferty
Robertson
Coll
Devine
Robertson
Lohoar
Debess
Garlick
Ibbitson
Goodwin
Chesters
Stewart

Miskin

Milner
Wilson
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Executive

Assistant Professor Marketing &
Entrepreneurship

Professor of Planning

PHD Student MEDes

Regional Manager

Chairman
Principal
Professor of
Sustainability

Management &

Sustainable Development &
Environment Manager
Researcher

Project Assistant
Senior Development
(UHI)

PHD Student

Manager

Senior Policy Advisor
Environment and Sustainability
Coordinator

Park Planning Officer

HIE Director

Technical Advisor

Sustainability and Environmental
Advisor

Institute for Transport and Rural
Research

Sustainable Development Officer
Head of Strategy and
Communications

Scottish Director
Solicitor
Technical Director
Lecturer
Student
Student
Student
Student
Student
Student
Student
Student
Student
Student
Student
Student
Director of
Institute
Business
Coordinator

Head of Economic Policy Unit

Food Innovation

Environment
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University of Alaska Southeast
University of Liverpool
University of Calgary
Envirocentre

Highlands & Islands Enterprise
UHI Millennium Institute

Queens University Belfast

Highlands & Islands Enterprise
1ZT
Forseo

Highlands & Islands Enterprise

University of Strathclyde
Sustainable Development
Commission Scotland

CEIS

Cairngorms National Park
Highlands & Islands Enterprise
IEMA

Napier University

University of Aberdeen
Highland Council

Cairngorms National Park
Sustainable Development
Commission Scotland
Harper Macleod LLP

Edge Consultants UK Ltd
Scottish Agricultural College
Scottish Agricultural College
Scottish Agricultural College
Scottish Agricultural College
Scottish Agricultural College
Scottish Agricultural College
Scottish Agricultural College
Scottish Agricultural College
Scottish Agricultural College
Scottish Agricultural College
Scottish Agricultural College
Scottish Agricultural College
Scottish Agricultural College

F2i

Business Environment Partnership
Northern Ireland Civil Service
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Dr Daniel
Ms Wendy
Mr Jon

Ms Susan
Ms Susan
Ms Johanna
Mr David
Mr Arnaud
Ms Lynsey
Mr Andrew
Mrs  Jan

Wahl
Liu

Hollingdale
Carstairs
Pettie
Moffat

Bryan
Berger
Mc Nair
Midgley

Falconer
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Academic Research and
Programme Development

Office Manager

Chief Executive Officer

Events Coordinator

Development Officer/Business
Advisor

Head of Sustainable Development
Enironmental Health Officer

Rural Policy Centre
Strategist
Development

Sustainable
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Findhorn Foundation College
China-British Business Council
Community Woodlands
Association

Prophet Scotland

BRE Highlands

Community Recycling Network for
Scotland

Banque Populaire

Aberdeen City Council

Scottish Agriculture College

Aberdeen City Council



