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Venturecapitalistshavebeenpouringbillions of dollarsinto "clean « Order a reprint of this article now.
energy"startups-- producersof solarpanelspiodieselfuel andeveneco
friendly drywall.

While it is too earlyfor mostinvestorsto seea big payoff from thesedeals,someearlywinnersand
losershavebegunto emerge creatinga possibleroadmapfor future greeninvestments.

THE JOURNAL REPORT To date,few cleanenergyinvestmentdaveresultedn
1 blockbusteinitial public offeringsor multibillion-dollar
As the Arctic gets warmer2, oil and | @CQuisitionswhich is how venturecapitalistsmaketheir money.
gas producers see the chance fora | That'shecausenanyof thesecompaniesarecapitatintensive
big expansion. But plenty of .
technological hurdles remain. Plus, | lONg-term bets:It couldtakeyearsfor them tobuild the
for remote areas of poor countries®, getting manufacturingolantsand perfectthe technologyrequiredto

S e e ooy endng e | producetheir products so any profits areyearsaway.

« See th lete E 4 rt. . . .
ee The complete Eneray” repo It's literally too earlyto tell if manyof thesecompanieill be

successesgaysTom Burton,who headshe clearrtechnology
practiceatlaw firm Mintz Levin CohnFerrisGlovsky andPopeo PGn Boston,which represents
investorsandcleantechcompanies'It's a longertime to marketthanmany peoplehadexpected."

Many venturecapitalistsareforging aheadanyway.Theysaythey havelittle choice,asprofitsin the
traditionaltechnologyindustriesfavoredby ventureinvestors-- semiconductorandold-fashioned
enterprisesoftware,for example-- havedeclined.

Cleanenergyrepresentsthe biggestsetof new marketopportunitieso comealongin along time,"
saysKen Lawler, a partnerat Battery Venturesin Menlo Park,Calif., whichis devoting 20%of its
investmentdo cleantechcompanies'It's somethingyou haveto be a partof."

Out in Front

In thefirst nine monthsof lastyear,U.S. ventureinvestorspoured$2.6 billioninto cleanrenergystart

http://online.wsj.com/article_print/SB120248998090254145.html Page 1 of 4


JavaScript:CopyrightPopUp()
http://www.djreprints.com/
http://online.wsj.com/public/resources/documents/Reprint_Samples.pdf
http://online.wsj.com/article/SB120248774261554081.html?mod=JR-Energy-Feb-2008
http://online.wsj.com/article/SB120248502242853917.html?mod=JR-Energy-Feb-2008
http://online.wsj.com/public/page/2_1363.html
http://online.wsj.com/home
http://ad.doubleclick.net/clk;15359957;6853491;b?http://copiers.toshiba.com/index.shtml

Betting on Green - WSJ.com 2/14/08 10:50 AM

ups, morethanthe $1.8 billioninvestedin suchfirms in all of 2006, accordingo the National Venture
Capital Associationand ThomsonFinancial.

Among theearlywinnersfor venturecapitalists at leastuntil recently,hasbeena sectorknownas
electricity "demandresponse.Companiesn this sectorsell technologyandservicesaimedat
improving the efficiency of the U.S. powekrdistributiongrid. Theylink togetherbig electricityusers--
industrialcompanieshospitals supermarketsr evenprivatehomes-- in a high-technetworkthat
automaticallyreducearticipantselectricity usagewhenthe powergrid is strained.

Thetechnologymight automaticallyturn off somelightsin a hospital'sparkinggarageduringa peak
powerusageperiod,or de-activatethe specialheaterghat keegreezerdoorsfrom foggingup inthe
supermarketsaysTim Healy, the chief executiveof EnerNOC Inc., a demandresponse&ompanyin
Boston.Big utilities payEnerNOCto helpthem reduc@owerusagebecauseats saveshem fromhaving
to build extracapacitythat would beusedonly occasionallyNetwork participantsypically getpaid for
their conservatiorefforts by thedemandresponse&ompanies.

Becausdheydon'thaveto build expensivananufacturingor refining plants,demandresponse
companiegienerallyrequireless moneyo getoff the groundthansolarandbiofuelsconcernsTheyare
generatingevenuealreadyand havelong-term dealswith utilities, saysJ. MichaelHorwitz, a clean
techanalystwith Pacific Growth Equitiesin San Francisco.

GREEN RUSH Sharesf EnerNOC which went public in May, soaredmore
o . than90% from their offering price,thoughthey havepulled

» The Situation: Venture capitalists have been . .

pouring money into clean-energy start-ups backin therecentmarketturmoil. The companywasbackedby

such as solar-panel makers. venturecapitalfirms suchasFoundationCapitaland Draper

* Behind the Deals: The investment frenzy . .

comes as opportunities dry up in more Fisher Jurvetsorhoth of Menlo Park,Calif., andBraemar

traditional technology sectors. EnergyVenturesof New York and Boston.FoundationCapital

- The Bottom Line: Th long-term, ) : R -
capital-intensive bets, so fow have paid off yet, | €@rnedareturnof morethan10 timesits original $5 million

But some early winners and losers are creating | investmentmadein 2005, say$aulHolland,oneof thefirm's

a possible road map for future green
investments. partners.

Comverge Inc., a demandresponseompanyservingthe
residentialand commercialmarketswasa lucrativeinvestmentor venturecapitalistsaswell. Sharesof
the EastHanover,N.J.,companymorethandoubledfrom their April offering price of $18, thougtthey
havegivenbackthosegainsin therecentmarketupheavalComverge'ackerdancludedEnerTech
Capital Partnersof Wayne,Pa., Nth Power echnologiespf San Franciscaand RockPortCapital
Partnerspf Boston.

Venturecapitalistsarepouringmoneyinto solarpowerconcernsn the hopestheywill follow in the
tracksof publicly tradedcompaniesuchasFirst Solar Inc. of PhoenixandSunPower Corp. ofSan
Jose Calif.

Sharef First Solar,which sellsmostof its productsin Germany Franceand Spain,werethe best
performinglastyearof any smallor midsizecompanytradedin the U.S. SunPower'sharesalsosoared
lastyearamid risingoil pricesandinvestorenthusiasm abouwaternativesourcef power.Several
Chinabasedsolarcompanieslsowent public inthe U.S. lastyear,thoughtheir performancéasbeen
mixed.
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"Thereis alittle bit of aninvestmentirenzy"in solar,saysAlain Harrus,a partnerat CrosslinkCapital,
which backedSunPower.

Companieghat makesolarpanelsfrom materialsotherthansilicon, which hasbecomemoreexpensive
andscarcdately, havebeenparticularlyin vogue.Ilnvestorshavepouredeye poppingamountsof cash
into them, includingabout$110 millioninto SantaClara,Calif.-basedMiasolelnc.; morethan$121
million into Nanosolainc., of San JoseCalif.; andmorethan$112 millioninto HelioVolt Inc., a solar
startup in Austin, Texas,accordingto researche¥entureSourceywhich is ownedby NewsCorp.'sDow
Jonesunit, publisherof this newspaper.

Somanysimilar solarcompaniedaveraisedso muchcapitalthat "I'm just not surehow everybodycan
win," saysPacific Growth'sMr. Horwitz. Indeed,somesolar startups havehit bumpsin theroad,
including Miasole,which facedproductiondelayslast yearandreplacedts chief executiveofficer in
SeptemberMiasoledeclinedto comment.

Suffering Setbacks

Going Green
U.S. venture-capital investment in ‘clean technology’ companies The biofuelssector,meanwhile,
- nvestment, in millions of dollars {left scale) Number of Deals {right scale) haShanded/enturecapitalistsat

$3000 130 | leastoneearlydisappointment.
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Imperium Renewablesnc., a
120 | Seattlecompanythat makes

1500 biodieselout of vegetablenils
suchascanolaoil, cancelech
$345 millioninitial public

. . . offering in early Januaryciting
L . - unfavorablemarketconditions.

2 A That cametwo weeksafterthe
companysaidits CEO had
resigned.

Data through 200 ar Source: Thomson Financial, National V re Capital Assodiation

Backedby ventureoutfits suchasNth Powerand TechnologyPartnersof PaloAlto, Calif., Imperium
Renewablesad plannedto usethe IPO proceeddo build plantsin Hawaii, Philadelphisand Argentina.

A spokesmarfor the companywhich runsa largebiodieselfacility in GraysHarbor,Wash.,declinedto
comment.BoardmembemMancyFloyd of Nth Powersaidsheremains'really optimistic" aboutthe
company despitethe scuttlediPO andsomerecentlayoffs.

Many biofuelsandethanolcompaniesavehit roughpatchedately becausef the soaringpricesof raw
materials suchascornandpalm oil,neededo makesuchfuels. Two publicly tradedethanol
companiesYeraSun Energy Corp. ofBrookings,S.D.,and Aventine Renewable Energy Holdings
Inc. of Pekin,lll., eachhaveseentheir shareplummetmorethan65%in the past20 months''If you're
in the ethanolsector,you'regettinghammeredight now," saysJamedg-ulton, a lawyerwho works with
venturecapitalfirms andstartupsfor Cooley GodwardKronishLLP in PaloAlto, Calif.

Critics alsoareassailing someompanieshat makebiofuelsderivedfrom cropssuchascornand
soybeanssayingfarmlandusedto grow thoseproductscould be usedto grow food cropsinstead As a
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result, manyventureinvestorsareturning to so-called cellulosicethanolcompaniesthosethat makehe
fuel from wood chips,switchgrasr otherplant mattethat doesn'affectthe food supplyasmuch.

"We developed view a long time agothat cornethanolwasnot economical,"partly becauset takesso
muchcornto produceit, saysRayLane,managingpartnerat Kleiner Perkins Caufield Byersin
Menlo Park,Calif., which hasinvestedin five biofuelscompaniesall of them nowfocusedon cellulosic

production.

It remainsunclear,however,whetherthesecellulosiccompaniexcanmaketheir fuelsin large,profitable

guantities,saysPacific Growth'sMr. Horwitz.

--Ms. Buckman is a staff reporter in The Wall Street Journal's San Francisco bureau.
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