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0. Current situation assessment

EC receives fewer

and / or lower
quality proposals
EC (& some Wind Energy

Members States?) Results are-belaw R&D funding
support schemes everybody s schemes
lacks attractiveness expectations » require
@ EC waiid\like to <g deep
provide greater revision

support

All 'stakeholders stranded in a frustrating Cose-Lose *
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1. Exogenous challenges (I)

g Increment R&D funding level to the desired (Lishon
complaint). This implies a sevenfold increase.for the
EC in the case of Wind Energy.

q Use public R&D funding to gradually:leverage private
funding (Barcelona & Lisbon_objectives)

q Migrate towards more-streamlined, agile, simpler,
private-type funding management schemes.

g Maximize the 'R&D results usage, disminishing the
“Europeanparadox”.”

qPursue European Technological leadership to
counteract manufacturing delocalisation
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1. Exogenous challenges (ll)
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World results

Figure 4: In which areas of generation and supplydoyou expect technolagical
developments to have the greatest impact over the next ten years?
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Energy savings and efficiency
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Gas-fired plants

Coal-fired plants

Distributed generation
Combustible renawable
Combined heat and power (CHP) plants
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Solar power plants

Waste incineration and landfill gas
Geothermal
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Mote: Global responess only. 3% share of responses
Source: PricewaterhouseCoopers, Utilities global survey 2007 4
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1. Exogenous challenges (lI1)

Europe results

Europe Figure 2: In which areas of generation and supply do you expect technological
dewvelopments to have the greatest impact over the next ten years in your market?

Wind power plants | 58% 2007

2008
Gas-fired plants

S529%

Coal-fired plants B0%s
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MNuclear power plants

44%%

38 %Yo

Distributed gensration

Combined heat and power
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IE6%e
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Hydro power plants 30 %
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Mote: Europs responses onlby. 9% share of responses
Source: PricavaterhoussCoopears, Ltilitres global sunsy 2007
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Propose the creation of an organisation:
Independent
privately owned and financed
Professionally managed by private criteria.,
- supervised by Administration(s)
- with leadership & major participation of stakeholders
Not necessarily aiming.at-the JTI model, but compatible with
public R&D funding-<spirit™.”
Based on Based 'on European “Best practices™” The Carbon
Trust (bttp://www.carbontrust.co.uk)

Technology Funding Initiative (TFI)
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3.1 Technology Funding Initiative (TFI) mission

To pursue Wind Energy Eurepean
Technological leadership, as a
consequence of maximizing'R&D activity
and productivity,  by*  designing and
deploying the most-efficient R&D funding,
managing<and results commercialising
iInstruments and practices.

12/0272008 7



ATK
E Wind E
Technology Plattor

3. 2 Technology Funding Initiative (TFI) benefits

For the sector:
- Mobilise, align & dinamize all R&D performing potentialities.

- Fix a “fharket failure”’that hampers access to funding-te”“golitically (sic)
or financially unfit”R&D initiatives. Sealing the.“R&D finance access gap”.”

- Maximise R&D efficiency and competitiveness.
For the investors:
- Raise a new funding opportunity in‘the “€lean tech”hot spot.
- Access professional, kn@wledgeable support.
For the public fundingbodies (i.e. EC):
- Obtain leverage (multiplier effect) to current funds.
- Access 'management efficiency
=fa@ster SME participation
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3.3 TFI working scheme (l)

W//{//’////f% Manufac-

e
%/}%%%% turers

DGCompetence
approva
required

Additional
Ntnal

Programmes
grants / loans?
(i.e. eureka)

TECHNOLOGY
FUNDING
INITIATIVE
(FUND of FUNDS)

v v

2010 FUNDJE] = sicecescascassasssssnssnssnnsnnnnss 2020 FUND
Vehicle #2 vehicle #n
9

2008 FUND
Vehicle #1
12/0272008



ATk

European Wind Ener
Technology Platform

3. WEFO working scheme (ll)

I
Each | v Y !

FUND(=funding
Vehicle) 2010 FUND
finances a call
for ‘
R&D projects
and can last l

10 =15 yrs
R&D R&D R&D R&D
project #1 project #2 project#5 | T project #20

R&D Projects will be proposed by an ad-hoc consortium, not neccessarily

configuring: a legal entity (same as European or Member States
reguirements)
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4.0 The “€omplete” tycle of R&D projects (I)

Contract < L X )
Negotiation OR
between FUND and
PrOpOS"_"I R&D performing
preparation consortium

- R&D project execution (2,5)41rs)/

R&D regults coy{'nmersialisz}\ion

Evaluation

preparation Sale based
Funding on mature
“Shots”? results
ale based on Sale based on
preliminary fully proven
results results
y ! 2 3 4 years °

12/0272008 11



ATK
European Wind Ener
Tecl!ljn::rlu-gy Platform

4.0 The “Complete” tycle of R&D projects (ll)

Innovation focused conceptual approach: Any R&D project
should include the results commersialisation activity.

However, R&D funding provision will not be binded-to results
commercialisation success, but to soundnessand perceived
value of R&D results.

R&D activity is undertaken by R&D proposer.

R&D results commercialisation activity is undertaken by TFI:
Complementing R&D“performers not willing or proficient to
exploit generated R&D results (minimising “European
Paradox)
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4.1 Calls for R&D proposals (l)

Calls will be financed by a specific fund, the number of them and specific
characteristics adjusted to needs.

Call for R&D project proposals focused on SRA topics.

Continuously open while calls last, with evaluations closing periods, at fixed
times or depending on number of proposals.

Main success criteria is: technical, financiali and results exploitation
soundness. Business Plan oriented: Potential ‘economic benefits of R&D
results exploitation (stating potential \users, market price) vs. requested
financing (minimum expected IRR):

Clear specification of projeet\deliverables (non necessarily patentable) and
R&D results exploitation proposal (potential clients, users, etc.)

No restrictions or{minimum number of partners, its taxonomy, country of
origin, budget size, budget structure, etc. in order to allow the most efficient
consortiwm configurations. Open to any world organisation, except individuals.

Published general conditions and evaluation criteria & on-line standarised
submission formats
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4.1 Calls for R&D proposals (l1)

On R&D potential proposers (& performers)
Organisations or consortiums, freely arranged at their will.

Scheme aimed at those with difficult / exhausted access to existing financing
schemes or with an excess of ideas & proposals relative to accessible funding, such
as:

§ R&D intensive organisations: Universities & Rublic‘'Research Bodies.
§ Private Research & Technology Organisatiens‘(grouped under EARTO).
§ Leading edge technology intensive SME” s, spin-offs, start-ups, etc.

Fostering hybrid consortiums, including “6utsiders” from the Wind Sector, to pursue
“Cross innovation”,’normally\rendering largest effectiveness.

Initially, Manufacturers ‘are not pursued performers. Their role should be more
focused on-call & proposal guidance and R&D results exploitation (see next slides).

Typical project size: 0,75+5 Meur.
Default project finance is 100% (to avoid leaving out financially weak proposers).
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4.1 Calls for R&D proposals (l11)

TECHNOLOGY READINESS LEVEL (TRL) - Calls will be focused (although not

e exclusively) at Technology
System Test, Fied 9 ACTUAL T FIELD PROVEN THROUGH SLCCESFUL ORERATION DeVEIOPme nt, fOI IOW' ng the ‘TR L
and Operations | BacTuAL SvSTEN COMPLETED AND QUALFIEDCERTFED THROUBK | I ad d er ”’ad 0] pted by N AS A’ DoD . etc ]

sYSIem;SUDS?Stem ?SYE'EMFRD""FE DEMOMSTRATION IN AN OPERATIONAL ENVIRONMENT i Only When teChnOIogieS are matu re’
et they ¢an'be equipped into existing
L ﬁ_ﬁzﬁﬁﬁ-‘gdﬁgﬁgﬂmﬂ OR PROTOTYPE DEMONSTRATION IN ||
—— 5 e or-new products.
] trati COMPONENT ANDYOR BREADBOARD VALIDATION IN A RELEVANT . s =, m -

N I L - J)- This acquisition is part of Product
Techr‘loll}g}f 4CEMFCNENTP-N3-'¢HE'QE‘.DEQJ’-RD‘J'J’-LEZ-'\TEG\J [N A LABORATORY Developm e nt1 Wh ich Shou Id be
et undertaken by manufacturers, in
- e projects that due to its closeness to

FEﬁslblllw | 2TEI3-INCLC'GY CONCEPT ANDIOR APPLICATION FORMULATED. market and itS deg ree Of
confidentiality will normally not be
brought to be funded by the TFI.

Basic Technology
Research

1 BAsic FRINGIPLES OBSERVED AND RERORTED —‘
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4.2 R&D proposal” s evaluation (Phase )

Proposal evaluation by independent experts, selected from
pre-existing lists. Confidentiality agreement required.

Evaluation performed on the following areas:
- Scientific-technological (SRA and / orspecific call issues).
- Financial (Business Plan).
- Risk assessment (due diligence).

- “Not already invented””and “Patent infringement free~’
based on “State’of the art reports” tommissioned by TFI.

- Projeet management soundness & resources.
Masked proposals.

12/0272008 16



ATK
European Wind Ener
Tecl!ljn::rlu-gy Platform

4.2 R&D proposal” s evaluation (Phase )

- Proposal approved by Fund Approval Committee,
composed by TFl staff, Financers™ representatives
(including Administrations) and, i\ _necessary,
independent experts.

- Financers™ representatives, ate‘informed, but cannot
take a position on candidates, for the sake of funding
independence.

- Fulli identified*proposals.
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4.3 The Funding terms & contract

- TFl does not seek the return of provided financing, but sole
ownership of R&D results, including deliverables (unless call\option
is executed).

- Sole ownership is key for efficient subsequent.commersialisation.

- Project financing disimbursements wHi_be “specified (amounts &
timing), subjected to the hand-in of.deliverables in due time and
project supervision OK” ed.

- Cost justification mightinot be required. If necessary, global and at
project completion(simplified bureaucracy).

- Call option: Pessibility of proposers to buy back their project”s R&D
results ‘at predefined price at project completion, but only for self
expleitation purposes (i. e. manufacturing).
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4.4 R&D project supervision

- R&D deliverables timely provided to TFl via web
based tools (PDM-like).

- R&D results (deliverables) are valued by\independent
experts for risk and business soundness assurance.

- Typical project management: ratios (Cpi, Spi) by a
industry wide system (i.e-~Primavera) web based.

- Standardised project ‘supervision procedures by TFI
staff: supervision meetings, etc.

12/0272008 19
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4.5 R&D results exploitation (l)

TFI provides periodical state of the art reports for re-inventing
avoidance & patent infringment-free whilst R&D activity\lasts.

TPI decides the optimal IP protection roadmap.

Normally (unless interest in call option by,R&D performer), TF
specialised staff must contact potential* exploitators, in order
to reach agreements on property transfer either:

- At an early project stage,‘based on preliminary results, at a
lower cost (but-ligher than call option)

- At a late project stage, based on mature results, at a higher
cast.

L VAt'project end, based on certified results, at market price.
Typical purchasers will be manufacturers.
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4.5 R&D results exploitation (l1)

TFI objective is not to be an IP holder, but to mobilise results into
product development & manufacturing, even by sacrificing\the
maximisation of income.

Therefore, a “fiolding time / achieved added value>indicator will be
key for commercialisation management.

TFI is the only R&D results commercialising or brokerage agent.

An orthopaedic instrument might be\required when R&D results are
perceived as valuable, but not'yet mature for manufacturers:

- A TFI owned organisation, only for IP holding: “The Techno cellar®’

- The cellar willipay the FUND a price for R&D results, based on its
future potential value.

Finaneers will be informed at the Fund Commersialising Committee,
but‘cannot have a preferential access to R&D results, for TFl sound
business and independence.
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4.6 FUND operation (l)

TFI staff (General partner T will contact each FUND organisations
potentially interested in financing, offering them the_ investing
opportunity, stating target IRR —returns-, Corparate  Social
Responsability benefits, etc.

Agreements between each FUND and financers'will be reached.

FUNDs can last 10 + 15 yrs. A new~-FUND can be launched at any
time, but typically every 4 + 5 yrs, Each FUND size around 100 MEur.

Typical EIB FUND contribution will be around 100 Meur,
manufacturers areund-1 Meur. EC to be explored.

At FUND closing (after sale of results of the last funded project),
capital gains will be returned to each financers.

Financers (i.e. the EC) may decide not to reimburse the augmented
results, but to reinvest it in a subsequent FUND.
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4.6 FUND operation (l1)

Open to proposals R&D activity period

Call I

I failed

R&D funded R&D
projects project
returns
R&D
project
returns G Funding
Funding vehicle Vehicle

120272083 1 2 3 4 YIS S 6

contribution returns
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4.6 TFl operation

Yearly TFl operational business plan must be approved:
Financial cashflow, operational expenses, IRR target (i..\10%),
% of failed R&D, etc.

TFI Income #1: TFl management fees will be ia“percentage on
administrated funds (i.e. 1,5+2,75%)

TFlI Income #2: An additional success fee (carried interest on
excess IRR above target-IRR) might be obtained from each
FUND (i.e. 20% of marginal return above a IRR).

TFI staff must be highly motivated by incentives schemes.
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4.7 TFl legal structure

- Constituted as a private financing organisation, profit
oriented, adopting the most adequate legal structure (in\depth
legal analysis to be undertaken).

- Equity financers have a seat in TFl “Shareholders Board”~
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5. Next steps

- Preliminary conversations with European Investment Bank (EiB) and
European Investment Fund (EiF) have been held with satisfactory, results,
for TFl sound design purposes.

- If TPWind stakeholders backs proposal, conversations should-be held with
top officials of the following:

- DG Tren

- DG Research

- Intelligent Energy Europe

- Other private R&D funding organisations
- Manufacturers:

- If satisfactory, a TFl design study should be commissioned to a specialised
consultant;<possibly financed by a FP7 100% financed specific support
actionpAvailable by june 2008.
=JFl~could be up & running in 2009, launched at the “European Energy
Fechnology Summit””?
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