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Renewables | More subsidies for trapped wind

Rumours are circulating that the UK government will set the March 2024 6% round CFD guaranteed price for offshore
wind at £70-75 per MWh.

It is important to clarify that these levels are quoted at 2012 prices, so £75 MWh (adjusted for inflation) is worth £100
MWh today and this guaranteed price will be even higher by the time offshore wind projects begin power generation
and will continue to rise every year over the 15-year period of the CFD guarantee.

This £100 MWh for offshore wind compares to the cost of gas-powered electricity generation at £45-50 MWh before
carbon taxes and £44 MWh (adjusted £59 MWh) for offshore wind in the failed September 2023 5" CFD auction.

This proves what Argonaut’s research has argued all along: that the true cost of offshore wind power is above £100
MWh, a far cry from the “miraculous” headline CFD price of £37 MWh in 2022 (see Fig 1).

Fig.1 | UK Offshore Wind CFD Strike Price Development
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Source: Bloomberg, Argonaut Capital Partners

The wind industry and its enthusiasts are strangely silent about wind still being the “cheapest” form of energy
generation, pretending instead that the previously agreed contracts didn’t already include inflation escalators for
temporary supply chain issues.

This is a disgraceful back-room bailout of the Danish and Chinese wind industry paid for by high electricity bills for
British consumers. Once again, our politicians have been duped by green grifters.

This also throws into doubt the economic viability of all offshore wind projects built in the UK since 2017 on significantly
lower CFD prices. It is, however, a mistake to think that these legacy projects represent good value for money for
consumers, given the low value of intermittent wind power to the grid.

We must also consider why wind projects won’t just operate in the free market and require a guaranteed price? It is
because the UK already has a glut of power when the wind blows when wind market share can already reach up to 60%,
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with very low or even negative prices. Building more wind generation now is like a factory owner hiring new workers
who guarantee only to turn up when they are not needed.

The CFD guaranteed price requires the British consumer to subsidise an economically useless product that cannot be
consumed, stored at scale, or even profitably exported. Wind operators don’t care because the government guarantees
them a price for their exponentially useless product.

Wind investors should consider the “sustainability” of a parasitical rent-seeking industry that requires constant
government subsidy and coercion just to put off the day of reckoning.

Politicians can’t keep pretending that building more offshore wind is now cheap. They still don’t understand that more
wind is not economically useful. The British economy is being sacrificed on the altar of Net Zero.

Barry Norris

November 2023
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Important information

This document is not intended to be viewed as a piece of independent investment research.

Argonaut Capital Partners LLP (Argonaut) has approved this communication which is for persons who are UK professional clients or UK eligible
counterparties for the purposes of the FCA’s Conduct of Business Sourcebook and it is not intended for and must not be distributed to retail clients,
nor those outside the UK. It does not constitute an invitation, offer, solicitation or recommendation to purchase or sell shares in any Argonaut Fund.

The material contained in this document is based upon proprietary information and is provided purely for reference and as such is confidential and
intended for private use only. The text and statistical data or any portion thereof contained in this document may not be stored, published, rewritten
for broadcast or publication or redistributed in any medium, except with the express written permission of Argonaut. Argonaut will not be liable for
any inaccuracies, errors or omissions in the material or in the transmission or delivery of all or any part thereof or for any damage arising from any of
the foregoing.

The material provided is not intended to provide a sufficient basis on which to make an investment decision. Information and opinions presented in
this material have been obtained or derived from sources believed by Argonaut to be reliable, but neither Argonaut nor its affiliates make any
representation as to their accuracy or completeness. Neither Argonaut nor its affiliates accept any liability for loss arising from the use of this material.

The distribution of this document may be restricted in certain jurisdictions. It is the responsibility of any person or persons in possession of this
document to inform themselves of, and to observe, all applicable laws and regulations of any relevant jurisdiction.

This document and the information contained in it are the views of Argonaut Capital and is thought to be accurate at the time of publication however
is subject to change. We are under no obligation to update you of any future changes. The unauthorised access, copying or re-use of the information
contained in this document by any other person is strictly forbidden.

Argonaut do not provide advice as to the merits or otherwise of any investment and are not hereby arranging or agreeing to arrange any transaction
in any investment whatsoever or otherwise undertaking any regulated activity.

The information and opinions contained in this document are for background purposes only, do not purport to be full or complete and no reliance
should be placed on them. Argonaut believes that the source of this information is reliable however it gives no guarantee, representation, warranty or
undertaking, either expressly or implicitly, and accepts no liability for, the accuracy, validity, timeliness, merchantability or completeness of any
information or data (whether prepared by Argonaut or by any third party) for any particular purpose or use or that the information or data will be free
from error.

Argonaut Capital Partners accepts no responsibility for any loss arising from reliance on the information contained in this document.

Argonaut Capital Partners LLP is authorised and regulated by the Financial Conduct Authority (FCA). FCA Reg. No. 433809. Argonaut Capital™ and the
Argonaut Capital logo are trademarks of Argonaut Capital Partners.
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