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LONG DURATION STORAGE CONSULTATION

Policy support for long duration energy storage in the UK looks set to
use a cap and floor model which we see as a positive move, helping to
reduce funding uncertainty for projects going forward. The consultation
identifies a need for long duration flexible electricity capacity of at least
30GW and up to 50GW by 2035, making this an important area of
opportunity in the UK power market. The consultation closes on 5th
March so we could see final policy being announced during 2024.

DESNZ Consultation Issued

The UK’s Department of Energy Security and Net Zero (DESNZ) has issued a
consultation on long duration energy storage which follows earlier consultation and
notably confirms the provision of support on a cap and floor basis. This is largely as
expected although there had been some speculation last year that there might be no
floor price, potentially limiting the attractiveness of support. The new consultation
will look to support existing technologies offering at least 100MW of power and over
6 hours of storage as well as support for novel long duration storage technologies.

Cap and Floor Support Proposed

The cap and floor support mechanism acts allows projects to trade in the electricity
market but where prices fall below the floor a top up subsidy is provided and where
prices rise above the cap, a repayment is made. In this case the price will be the gross
margin, defined as dispatched revenue less cost of charging. This provides a degree
of return certainty helping to overcome barriers to investment such as high upfront
capital costs, long lead times and uncertain market signals. The cap and floor
approach has already been successfully used to support investment in electricity
interconnectors. Notably this consultation supports participation in other markets
including the capacity market, balancing mechanism and system support markets.

Cruachan Expansion Potentially a Key Beneficiary

Drax Group (DRX LN) has already secured development consent to extend its
440MW Cruachan pumped storage project by 600MW. The expansion project is
potentially a key beneficiary of the proposed support and we see the consultation as
positive in that regard.

Flow Batteries to Benefit as a Novel Technology

Invinity’s (IES LN) vanadium flow batteries would be treated as a novel technology
despite numerous operating projects worldwide. While the company is now seeing
sales around the world, the UK still remains an important market and projects are
likely to benefit from the proposed support.

Model Could be Adopted Elsewhere

Corre Energy (CORRE ID) is the leading developer of compressed air energy
storage projects in Europe and again, despite a strong operating history, these are
seen as novel technologies. The UK has more limited geology for CAES than
continental Europe and while it is unlikely that CORRE will target the UK in the near
term, we have already seen elements of UK policy adopted in Europe and we could
see this supportive model being developed more widely.
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Equity Research Disclaimers

Non-independent research

This report has been commissioned by the issuer and prepared and issued by Longspur Research, in consideration of a fee payable by the issuer. It is Non-
Independent Research and a marketing communication under the FCA’s Conduct of Business Rules. It is not Investment Research as defined by the FCA’s
Rules and has not been prepared in accordance with legal requirements designed to promote Investment Research independence and is also not subject
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Notwithstanding this, Longspur Research has procedures in place to manage conflicts of interest which may arise in the production of Research, which
include measures designed to prevent dealing ahead of Research.

Minor non-monetary benefit

This Research is a minor non-monetary benefit as set out in Article 12 (3) of the Commission Delegated Directive (EU) 2017/593. The Research is paid for
by a corporate client of Longspur Research) and can be distributed free of charge.

Copyright

Copyright 2019 Longspur Capital. This Communication is being supplied to you solely for your information and may not be reproduced, redistributed or
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Regulated by the FCA
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839313). Longspur Capital is registered in England, company number 11011596.

No warranty as to accuracy or completeness
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involve known and unknown risks, uncertainties and other factors which may cause the actual results, performance or achievements of their subject matter
to be materially different from current expectations. No representation or warranty is made as to the accuracy or completeness of the information included
in this Research and opinions expressed may be subject to change without notice. Longspur Research does not undertake any obligation to revise such
forward-looking statements to reflect the occurrence of unanticipated events or changed circumstances.

This report is solely for informational purposes and is not intended to be used as the primary basis of investment decisions. Longspur Research has not
assessed the suitability of the subject company for any person. Because of individual client requirements, it is not, and it should not be construed as, advice
designed to meet the particular investment needs of any investor. This report is not an offer or the solicitation of an offer to sell or buy any security.

Longspur Research has no authority whatsoever to make any representation or warranty on behalf of any of its corporate finance clients, their shareholders
or any other persons similarly connected.

Information purposes only

This Research is designed for information purposes only. Neither the information included herein, nor any opinion expressed, are deemed to constitute
an offer or invitation to make an offer, to buy or sell any financial instrument or any option, futures or other related derivatives. Investors should consider
this Research as only a single factor in making any investment decision. This Research is published on the basis that Longspur Research is not acting in a
fiduciary capacity. It is also published without regard to the recipient’s specific investment objectives of recipients and is not a personal recommendation.
The value of any financial instrument, or the income derived from it, may fluctuate.

Take own advice
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The securities described in the report may not be eligible for sale in all jurisdictions or to certain categories of investors.

Longspur Research may have a position
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Distribution in the US

Longspur Capital Limited (Longspur) is not registered as a broker-dealer with the U S Securities and Exchange Commission, and it and its analysts are
not subject to SEC rules on securities analysts’ certification as to the currency of their views reflected in the research report. Longspur is not a member of
the Financial Industry Regulatory Authority. It and its securities analysts are not subject to FINRA’s rules on Communications with the Public and
Research Analysts and Research Reports and the attendant requirements for fairness, balance and disclosure of potential conflicts of interest. This research
report is intended for distribution in the United States solely to "major U.S. institutional investors" in reliance on the exemption from broker-dealer
registration provided by Rule 15a-6 under the United States Securities Exchange Act of 1934, as amended, and may not be furnished to any other person
in the United States. Each major U.S. institutional investor that receives a copy of such a report by its acceptance thereof represents and agrees that it shall
not distribute or provide copies to any other person.
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For further information about the way we use your personal data please see our Third Party Privacy Notice at https://longspur.com/privacypolicy.html or
at such other place as we may provide notice of from time to time. We may contact you about industry news, offers and information relating to our products
and services which we think would be of interest to you. You can tell us you do not wish to receive such communications by emailing
michelle.elsmore@longspur.com.

Laven Consulting Limited (incorporated and registered in England and Wales with company number 10918441) (“Laven”) acting through its Paris branch
located at 128 Rue La Boetie 75008, Paris, France as designated representative of Two Sigma Investments LP (“Company”), in accordance with art. 27 of
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Severability Applicable law

Exclusion of Liability: To the fullest extent allowed by law, Longspur Research shall not be liable for any direct, indirect or consequential losses, loss of
profits, damages, costs or expenses incurred or suffered by you arising out or in connection with the access to, use of or reliance on any information
contained on this note.
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