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Interview with Gina Domanig,
Managing Partner of Emerald Technology Ventures

From start-up to game changer — in our exclusive interview with Gina Domanig,
Managing Partner of Emerald Technology Ventures, we talked about impact-driven
investment strategies and the importance of best practices on the board from

the beginning. She explains why venture capital is not just a financial transaction;
it's also about nurturing a culture of good governance. As a member of the World
Energy Council and of the World Economic Forum Global Future Council on Food and
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Water Security, she gives her view on why an ecosystem perspective is essential in 5 28
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tackling the world’'s most pressing climate challenges. mgzg
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Prof. Dr. Reto Eberle: You are the Managing Partner of
Emerald Technology Ventures, one of the world'’s largest
cleantech venture capital firms, with a focus not only on
energy and water, but also on sustainable packaging, food
and agriculture, mobility and urbanization as well as on
industrial IT Sustainable investments, once a unique
selling proposition 25 years ago, are embraced by countless
companies today. What is your recipe for success?

Gina Domanig: Back when we started 25 years ago, this
was not an interesting sector for people to be in. We were
the first team to do what we do. There were a lot of

“thin” years in the beginning. We stuck with our strategy,
though, and survived the financial crises, the clean tech
bubbles — and the bursts. Today, sustainable investment

is booming, and we've grown a lot as a company recently.
Other players can't match our depth of experience
because we've been in the business for so long.

What kind of investments do you make? Are you investing
directly as private equity or indirectly as a fund?

How does your company approach investment decisions?
| wouldn't call us impact investors but, by definition, our
strategy is impact-driven if you look at the sectors and
companies that we invest in. It has a lot to do with the
energy transition, clean water, access to water, recycling,
plastic waste solutions.




“‘Imstillanabsolute
believer incash flow.
| think, at the end of
the day, people want
to get paid with cash,
not clicks.”

Alongside sector, our strategy considers stage and
geography. Most of what we do at Emerald is venture
capital, so we tend to focus on the early expansion stage.
These companies will typically have proven that their
technology works, hopefully they will already have two

or three customers, but are not yet profitable. That's
where we come in to help them to accelerate the
commercialization. Our investment geography is global
but most of our investments are in North America, Europe
and Israel. We've also had an office in Singapore for four
years and are starting to build that up. Even so, the deal
flow or investment opportunities in venture capital in Asia
are not yet at the level of Europe and North America.

To what extent does good governance play a role in your
investment decisions? Does governance for start-ups look
different from that of established companies?

For us, good governance is about implementing best
practices, even if that's on a small scale. The board
composition may change, but the governance must already
be in place and the history documented as the company
grows. We want a certain balance between management
investors and independents on the board, and we set up
committees right from the start: compensation, audit.
Even if it's a really young company, you need to have
proper board meetings, with minutes, agendas and board
documentation. You never know when the company is
going to be sold. During the exit process, the acquirer —
often a large cooperation — will be checking to see if
everything is in order. That's also one of the reasons we

require companies to have audits, which is not very 'E.g-gg

common in the venture capital space. Another reason is 8w
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that it forces the smaller, often less experienced finance S S

team, to dig into complex issues like percentage-of- by 5
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completion accounting, transfer pricing and VAT in
different countries. It's better to get this expertise in
house sooner rather than later.

Surely start-up companies should also make a profit in the
medium term and generate a positive cash flow? With this
in mind, how do you explain the fact that some listed
companies, including large ones, have innovative business
models but are still a long way from generating profits
and positive cash flows? Do start-up companies render
traditional business management ineffective?

It's about cash at the end of the day. In our sector most of
the time we are selling our companies to large corporations.
They do not want to buy loss-making businesses. Now it
could be that the technology is so incredibly critical to




them, strategic to them, that they may be willing to buy
something that is loss-making in the short-term. But they
want to see how it's going to become profitable.

What we have in the US, or had especially a couple of
years ago, were the SPACs, which were just crazy. If you
look at the statistics, the average SPAC has lost 90% of
its market value. These companies were way too
immature to have ever been listed. Many of them ended
up going bankrupt or being delisted because they were
trading below 1 dollar per share for too long. I'm still

an absolute believer in cash flow. | think, at the end of the
day, people want to get paid with cash, not clicks.

How should sustainability be managed by the board of
directors: as a separate committee or as a task for

the entire board? How do companies view regulatory
developments in general?

| can imagine that at the beginning you might need a task
force to implement sustainability processes, procedures
and structures. But afterwards it should be integrated,
otherwise you send out the wrong signal. Sustainability-
related metrics should be in place. For me, it should
become part of the normal processes and reported to the
board like other metrics related to profitability, employee
health and safety, operations.

"A'good chair brings out
the hest of different
opinions or arguments to
reach abetter decision.”

In terms of regulation, | think the private sector often
welcomes regulation because it levels the playing field.
There are a lot of voluntary measures being taken by
corporations, and many are looking for innovation. In fact,
that's where many of our investors come from. They want
to reduce their footprint or align their business with
sustainability opportunities. There are a lot of positive
things happening.

Last year you won the Women's Board Award.
How is the role of the chair different to that of other
board members and the CEO?

| think the chair has a very distinct role, even for start-ups.

We always try to get an independent to be the chair and
we avoid putting the CEO into a dual role because it's
difficult to play both properly.

For me the role of the chair is that of a bridge, mediator,
referee to a certain extent. But it's also somebody who
ensures good governance. In the boards that I've worked
in where the chair was really effective, they were
encouraging the input of others before giving their own.
Their personal opinion tended to be less important than
managing the opinion formation process without
dominating. A good chair brings out the best of different
opinions or arguments to reach a better decision.
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Another key difference is that the chair is not part of most
of our committees. It's almost a division of labor for
start-ups, we want the chair to spend a lot of time at the
company, coaching the CEQO, while committees do the
homework and then come back to the board with their
recommendations.

As a member of the World Energy Council (WEC), you are
involved in tackling the challenges facing the entire energy
system. The WEC's mission is “to define, enable and
accelerate energy transitions while maintaining a technology
neutral global perspective.” Looking ahead, what are the
biggest challenges and how can they be overcome?

| would say there are two buckets. One is policy. This is
extremely important. At the CEO Breakfast of the latest
World Energy Congress, the one hurdle that everyone
overwhelmingly identified was the lack of carbon pricing.
Unfortunately, there are too many parties that don't agree,
and having limited geographical coverage is not helpful,
we need a global CO; price. In the absence of global
policy, you can still get a “coalition of the willing,” who
voluntarily sign up to certain targets. We see this with

a lot of net-zero pledges.

The second bucket is technology and innovation. It's about
having more carbon-free electricity and enabling the
infrastructure that goes with that. What do you do about
the hard-to-abate sectors? In some cases, there are a

lot of stakeholders that need to come together. Take
sustainable aviation fuels, for example, just one of many
climate challenges that demand collaboration along the
value chain and cut across private and public sectors.

The world’s population will soon exceed 8.5 billion people.
As a result, there will be fundamental questions relating
to the reliability of food and water supplies. Where do you
see the potential in corresponding technologies and
data-based solutions — also as a member of the World
Economic Forum Global Future Council on Food and Water
Security?

Water has been a very important topic for us since the
beginning but it's also challenging. You can’t price water
like you can carbon. Seventy percent of freshwater is used
by agriculture but many of these farmers cannot afford

to pay for water. We need to come up with innovative
solutions that are going to incentivize the agricultural
industry to implement precision irrigation technologies,
which is also more energy-efficient and typically

boosts yield.
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We're investing in a company in Latin America that
considers a particular basin, and looks at the companies
that are using water from that basin and the agricultural use
as well. Then they sell what are essentially “watersaving
credits” to the corporations. These are then used to
subsidize water-saving technologies for the farmers. If the
basin runs dry, the corporations face an existential threat
so they are willing to pay.

About Gina Domanig :

More generally, infrastructure is a major issue. Thirty
percent of water is lost in the water networks globally.

In any other industry, you would question what is
happening. Water losses from utilities are not regulated in
most countries and they just pass on the cost of water
losses to the consumer. So there's no incentive to do
better. We do see a lot of interesting digital technologies
that are helping water utilities to identify where they need
to repair or replace fresh or wastewater infrastructure.

Prof. Dr. Reto Eberle
Partner, Member of the Board Leadership Center,
KPMG Switzerland
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Gina Domanig is the Managing Partner of Emerald Technology Ventures. In 2000 she founded the business as the first
independent cleantech venture capital fund in Europe. Gina currently serves on the boards of Actnano Ltd, GeoDigital
International Inc and Urgently Inc. (ULY NASDAQ). In addition to Emerald activities, Gina serves on the board of directors
of Die Mobiliar and the Basel Agency for Sustainable Energy (BASE) Foundation. She serves on the advisory boards of
the Danish Innovation Fund, as well as the World Economic Forum Global Future Council on Food and Water Security and

is the co-chair of innovation at the World Energy Council.

This article is part of KPMG's Board Leadership News. To receive this newsletter three times per year, please register here.

About the KPMG Board Leadership Center

The KPMG Board Leadership Center offers support and guidance to board members. We equip you with the tools and insights
you need to be highly effective in your role, enabling you to focus on the issues that really matter to you and your business.

In addition, we help you to connect with peers and exchange experiences.
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