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Over the past few years, the transitioning European renewables market has become an
increasingly exciting space. Climate change concerns and increased sustainable targets have
highlighted the need for renewables, yet, the recent pandemic has now also shone a light on the
asset class’ resilience in times of public market turmoil.

Removal of subsidies

Historically, Europe has had the highest penetration rate of renewables in the world, driven by
decades of subsidies. Prior to the last 24 months+, onshore wind and solar were subsidized, so
money piled into the sector over a long period. That money was fairly agnostic regarding
technologies, geographies and natural resources as the predominant focus was on yield. With
solar and wind costs declining significantly, the subsidies for onshore wind and solar have been
largely withdrawn and the dynamic has changed. With the market now largely unsubsidized,
identifying the correct location and technologies have become increasingly important, requiring
more specific expertise and deep experience in the space.

Demand for renewables

In total, it is estimated that renewables will supply 87% of electricity in Europe by 2050, largely
constituting wind and solar power. Declining costs have meant that renewables make more
economic sense, and significant cost reductions in battery packs mean Electric vehicles are likely
to make up over half of passenger vehicles by 2032. During Q2 2020, the UK went for two
months, the longest period to date, without coal generation since the start of lockdown and
there is a legislative target to have zero coal generation from 2024. Furthermore, old nuclear
plants are being closed down and plans to build new nuclear generation capacity have stalled.
Therefore, from the perspective of system requirements only, the future looks extremely
attractive for renewables. Where the real added value comes in, however, is in gaining access to
quality assets with the right risk/return profile for our investors that others are not seeing.
Specialized investors achieve this through direct relationships with developers who provide
access to an exclusive pipeline.

With corporates announcing increased renewable targets and membership to the Climate
Group’s RE100, committing to source 100% of their power needs from renewable energy,
increasing by a third in one year alone, it is evident the corporate demand for renewables is not
likely to dwindle any time soon. The key is to contract directly with corporates themselves who
want to buy power from us directly through long-term contracts. Real value can be generated by
matching these off-take contracts of large corporates with the deals accessed from developers.
Such contracts also provide a guaranteed contracted price, cushioning against times of market
turmoil and providing long-term de-risked cash flows for the entire contracted period.

2 | THE EUROPEAN TRANSITION TO RENEWABLES —INVESTING SMARTLY | CONFIDENTIAL Copital ynamics e



Sustainable policies

Generally, European policies have been supportive of renewable energy, with binding
decarbonisation targets quadrupling from 2010-2017. In addition, there is an impetus in areas
such as electric vehicles and the electrification of households because targets will not be met by
renewable installation alone. Savvy investors recognize it is important to find more complex
situations in new unsubsidized markets and to find ways of de-risking the assets. Dedicated
renewables investors, with an in-house asset management capability, stand apart from a lot of
the money that is going after the de-risked operating assets, which are changing hands at
relatively high valuations.

The impact of COVID-19

The pandemic has only strengthened the case for renewable generation. Investor appetite has
increased, and we have seen calls for a green recovery at both societal and political levels.
Capital Dynamics signed a letter drafted by the IIGCC in conjunction with PRI and CDP to EU
leaders requesting a sustainable recovery and outcomes such as the European Green Deal are
strong steps in the right direction. Research from BNEF has shown that in recent months, record
volumes of corporate renewable energy PPAs have been signed, and TCFD supporters have
increased by 22% during lockdown compared to the same period last year. Our trademarked R-
Eye™ rating system based on the UN SDGs and community funding has proved pivotal in
ensuring our projects have a positive impact, particularly during the pandemic. Data has also
shown that investment into sustainable funds hit a high of $5.1 billion in April, and the
performance of such funds has exceeded that of the wider market in recent months.

Renewable investments have demonstrated their worth as an asset class for investors, backed by
research, because they have remained resilient through the crisis — they have not seen the
corrections and volatility witnessed by public markets, and have shown little correlation with the
wider macro-economic or geopolitical environments. The huge volatility in oil and gas prices
throughout the crisis, coupled with the reduction in electricity demand, has generally not
resulted in any de-valuing of Capital Dynamics’ renewable assets. This further enhances the
reputation of renewables as a stable and resilient asset class.

Outlook

When investing in such uncertain times, it is important to consider the existential changes that
are likely to take place in the long-term, post COVID-19. Whilst GDP-linked asset sectors are
likely to be further affected as government stimulus packages are removed in the near term,
certain sectors could be changed forever. In the case of renewables, the outlook is a positive
one. Today’s approach is about providing energy solutions, not just building wind or solar farms.
The last five years have been exciting, but with support mounting from governments,
corporates, utilities and private markets, things will only get better. For long-term, specialized
renewables investors like Capital Dynamics, this is a pivotal period where value can be prudently
extracted for our investors whilst building a greener, more sustainable future.
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CAPITAL DYNAMICS — CLEAN ENERGY INFRASTRUCTURE (CEl)

Capital Dynamics’ Clean Energy Infrastructure is one of the largest renewable energy
investment managers in the world with USD 6.5 billion AUM" and has one of the
longest track records in the industry.

The CEIl strategy was established to capture attractive investment opportunities in the largest
and fastest growing sector of global infrastructure — proven renewable energy technologies,
with a focus on utility-scale and distributed generation, solar, wind, and storage. The CEIl
platform’s dedicated asset management business provides highly-specialized services to ensure
optimal performance and value from projects. The CEl strategy currently manages 7.9 GWdc of
contracted gross power generation across more than 150 projects in the United States and
Europe?, and is one of the top 3 global solar PV owners?3.

Since the CEl platform’s inception in 2010, over 17 million metric tons of greenhouse gas
emissions have been avoided as a result of the firm’s renewable investments*. This is equivalent
to the power needed to supply more than 3 million homes or passenger vehicles for one year>.
In 2019, the CEl strategy received top rankings from GRESB (the ESG benchmark for real assets)
for commitment to sustainability, and was awarded Global PE Energy Firm of the Year by Private
Equity International. For more information, please visit: www.capdyn.com

1Capital Dynamics, as of September 30, 2020. Includes assets in renewable energy projects managed by Capital Dynamics, includi ng
USD 4.1 billion assets under discretionary management and USD 2.4 billion tax equity assets. Tax equity is a financing soluti on for
renewable energy projects.

2 Capital Dynamics, as of September 30, 2020. Includes operational assets, partially commissioned assets and contracted assets with
PPAs secured.

3Renewable Assets (Owners) League Tables. Bloomberg New Energy Finance as of September 30, 2020.Includes (i) assets with
financing secured /under construction, (ii) partially commissioned assets,and (iii) commissioned assets projects globally, excluding
China.

4 Environmental benefits are based on US Environmental Protection Agency Greenhouse Gas Equivalencies Calculator.

5Environmental benefits are based on US Environmental Protection Agency Greenhouse Gas Equivalencies Calculator.
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Disclaimer: “Capital Dynamics” comprises Capital Dynamics Holding AGand its affiliates.

The information contained hereinis provided for informational purposes only and is not and may not be relied on
as investment advice, as an offer to sell, or a solicitation of an offer to buy securities. Any such offer or solicitation
shall be made pursuant to a private placement memorandum furnished by Capital Dynamics. No person has been
authorized to make any statement concerning the information contained herein other than as set forth herein, and
any such statement, if made, may not be relied upon. This document is strictly confidential, is intended only for
the person to whom it has been and may not be shown, reproduced or redistributed in whole or in part (whether
in electronic or hard copy form) to any person other than the authorized Recipient, or used for any purpose other
thanthe authorized purpose, withoutthe prior written consent of Capital Dynamics.

This document may contain past performance and projected performance information. It must be noted that past
performance and projected performance is not a reliable indicator or guarantee of future results and there can be
no assurance that any fund managed by Capital Dynamics will achieve comparable results. Certain statements
contained in this document may include statements of future expectations and other forward-ooking statements.
Due to various risks and uncertainties, actual events or results or actual performance may differ materially from
those reflected or contemplated insuch forward-looking statements.

The Recipient should not construe the contents of this document as legal, tax, accounting, investment or other
advice. Eachinvestor should make its owninquiries and consultits advisors as to any legal, tax, financial and other
relevant matters concerning an investment in any fund or other investment vehicle. Capital Dynamics does not
render advice on tax accounting matters to clients. This document was not intended or written to be used, andit
cannot be used by any taxpayer for the purpose of avoiding penalties which may be imposed on the taxpayer
under U.S. federal taxlaws. Federal and state tax laws are complex and constantly changing. The Recipient should
always consultwith a legal or tax adviser for information concerningitsindividual situation.

When considering alternative investments, such as private equity funds, the Recipient should consider various
risks including the fact that some funds may use leverage and engage in a substantial degree of speculation that
may increase the risk of investment loss, can be illiquid, are not required by law to provide periodic pricing or
valuation information to investors, may involve complex tax structures and delays in distributing important tax
information, often charge high fees, and in many cases the underlying investments are not transparent and are
known only to the investment manager. Any such investment involves significant risks, including the risk that an
investor will loseits entireinvestment.

By accepting delivery of this document, each Recipient agrees to the foregoing and agrees to return the document
to Capital Dynamics promptly upon request.

* Copyright © 2020 by Capital Dynamics Holding AG. All rights reserved.

For more information go to www.capdyn.com
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