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1. Introduction

MVM Group (“MVM”) is the leading energy & utility company in Hungary, assuming an eminent role in
implementing the country’s energy strategic targets through its successful and competitive activities. MVM’s
expanding portfolio covers the entire Hungarian energy sector.

MVM is the 2™ |argest company in Hungary, and the 10t largest in Central Europe on a revenue basis. It is a
dynamic, innovative and fully state-owned company, continually gaining dominance on a regional level, acting
as the largest domestic energy knowledge centre, and, through its professional competences, offering
significant contribution to the security of supply in Hungary and Central-Eastern Europe.

The present MVM Group practically embraces all segments connected to the energy sector: generation,
storage, trade, transmission, distribution, retail, provision of services, planning and design, construction, data
transfer, and incubation. MVM, through its activities that span across all segments of the energy sector, is
striving to supply affordable and clean energy to its customers in a sustainable manner. MVM is currently
active in 23 countries, counts more than 120 subsidiaries and has ~18,000 employees. The company has
become indispensable for Hungary’s power sector, accounting for over 60% of the country’s power generation.

Main responsibilities

Power generation: MVM’s power generation activities play a key role in the value chain of domestic
electricity supply by generating predictable, affordable, flexible and 82.7% carbon-free electricity, as well as
contributing significantly to the profitability of MVM. The power generation of MVM represents approximately
54% of Hungary’s total power generation output. As of 31 December 2022, MVM'’s installed electricity
generation capacity (in Hungary and abroad) was 3,950 MW, of which 2,027 MW was from nuclear, 884 MW
from coal, 728 MW from non-coal fossil fuels, and 311 MW from renewables. MVM is also active in the district
heating market of different Hungarian regions, where it uses modern technologies to provide favourably priced
and environmentally-friendly district heating to customers in Tatabanya, Miskolc, Szolnok and North Buda.

t Transmission system operator: MVM operates a 4,897 km long electricity transmission network in
Hungary. The transmission grid is owned by MAVIR Zrt., a subsidiary of MVM. According to the Third Energy
Package of the European Union, MAVIR Zrt. operates as an Independent Transmission Operator. The
integrated structure of the MVM Group, however, creates a special dual position for the system operator: on
the one hand, the operational model guarantees the independence of its activities, but on the other hand due
to its membership in the Group it can also enjoy the benefits of integrated operations.

The MAVIR Transmission System Operator Company is responsible for the management, operation,
modernisation and necessary enlargement of the high-voltage transmission grid. MVM also plays a key role
on the market for ancillary services facilitating the maintenance of balance in the electricity system.

Since July 2010, MAVIR has also been operating the HUPX Hungarian Power Exchange and HUDEX
Hungarian Derivative Power Exchange.
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t Distribution system operator: MVM is responsible for the distribution of electricity in Southern (MVM
Démasz Aramhalozati Kft.) and Northern (MVM EMASZ Aramhalézati Kft.) Hungary for over 1.5 million
customers. The total length of the electricity distribution network operated by the MVM Group is 55,757 km.

MVM is also responsible for approximately half of Hungary’s natural gas distribution in the Budapest region
(MVM Fégaz Foldgazhaldzati Kft.) as well as in Northwest Hungary and the Southern Great Plain (MVM Egaz-
Dégaz Foldgazhaldzati Zrt.). The length of the natural gas distribution network operated by MVM is 29,499
km.

Electricity wholesale: MVM is the dominant electricity wholesale trader in Hungary (MVM Partner Zrt.)
with a strong regional presence. The electricity generated by MVM is sold mainly through MVM Partner. MVM
Partner trades electricity on several European exchanges and OTC markets through its Budapest
headquarters and is the key supplier of the Hungarian universal service providers in electricity via long-term
framework agreements.

Natural gas storage: MVM has the largest commercial natural gas storage company in Hungary and one
of the largest in CEE, with approximately 65% of the market share in gas storage and approximately 91% of
the market share in commercial gas storage in Hungary. Magyar Foldgaztarol6 Zrt. operates four underground
storage facilities, which are depleted natural gas fields (gas-holding geological formations and gas fields). In
addition to securing sufficient natural gas supply for the daily peak demand in winter, Magyar Féldgaztarolo
Zrt. aims to contribute to the increasing importance of the country within the Central European region. Magyar
Foldgaztarolo Zrt. has a total working gas capacity of 4.43 billion m3 and a daily withdrawal capacity of 49.8
million m3.

Natural gas wholesale: MVM is responsible for approximately 40% of Hungary’s gas supply to industrial
consumers through MVM CEEnergy Zrt. ("MVM CEEnergy"), a leading natural gas trader of the country.
Domestic demand is satisfied through a portfolio of short- and long-term gas supply contracts from different
sources. MVM CEEnergy has entered into a long-term LNG supply contract for the delivery of LNG from 1
January 2021 until 30 September 2027 from the Croatian LNG terminal on the island of Krk. This is expected
to play a significant role in the natural gas source and route diversification aims of MVM CEEnergy and for the
CEE region.

Electricity & natural gas retail: MVM has leading positions in the Hungarian electricity and natural gas
retail markets through its subsidiary MVM Next Energiakereskedelmi Zrt. ("MVM Next"), both in the regulated
universal service segment and in the liberalised open market segment. As of 31 December 2022, the MVM
Group had approximately 11 million customers on a point of delivery basis (including iCR’s customer base),
with approximately 9.2 million customers in Hungary and approximately 1.8 million customers abroad, and has
a strong position in the Hungarian and Czech retail markets. MVM has 100% market share of both the
Hungarian electricity and the natural gas universal service market.

) Participation in the electricity market of the region: The strategic objective of MVM is to be present as
an investor and project company not only in Hungary, but also in the electricity markets of other countries of
the Central and Eastern European region. The primary aim of international investments is to strengthen the
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market position of MVM and to increase its shareholder value, with special regard to the requirements of power
system balancing and the security of supply.

Regional presence
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Key facts:

» Active presence in 23 countries

* Over 120 subsidiaries

*  More than HUF 7600 bn revenue in 2022

« 10" largest company in Central Europe by sales?

*  Over 18 000 employees

* Circa 11 million household and company clients

* Nearly 60% share of the country’s power generation

* Nearly 40% market share in gas supply of industrial consumers and 100% of household sector through
universal service providers

1 COFACE CEE TOP 500 Companies (2021)
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MVM GROUP IS THE NATIONAL ENERGY UTILITY IN HUNGARY
AND A KEY PLAYER IN CENTRAL EUROPE

7,648 . L% 3 Rated IG )iy c. 11M

bn HUF bn HUF S&P: BBB- (stable) largest company

o . in Central Europe direct customers?
sales EBITDA Fitch: BBB (negative) by sales’

N 42 TWh KEXRULY 4.4 onme KEXOE

carbon neutral electricity
generation? of electricity sold/year | ECUUEICIEIRESELILIT T of natural gas storage

capacity

employees

Figures shown as of December 2022 unless otherwise statad
Note: (1) Coface CEE TOP 500 Companies (2021); (2) Number of PODs; (3) Nuclear, wind, solar eleciricity generation

Our mission

MVM'’s goal is to be a market leader in low carbon energy generation, with the aim of becoming carbon neutral.
The Group is highly focusing on the permanent development of its infrastructure including transmission and
distribution systems and natural gas storage, while also securing professional electricity and natural gas trade,
as well as ensuring high quality retail and related services such as e-mobility and smart city solutions.
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Ownership expectations and industry megatrends have shaped our vision within our capabilities

Ownership expectations Industry trends

@ Rapid and profound change in energy regulatory areas of European and national competence

The flagship of national ~ Ensuring the security of

energy and climate policy energy supply DECARBONISATION % B ELECTRIFICATION

,National blue chip” Catalyst for
competitiveness

Shareholder A socially
value increase responsible group

CONVERGENCE OF

ENERGY SYSTEMS MVM

B DIGITIZATION ﬁi‘ a B DEMOCRATIZATION

“By 2030, we will become a leading energy and infrastructure provider in the countries of the Central
European region, building on carbon-neutral solutions. In the meantime, we want to play a leading role in
comprehensively serving the energy needs of our customers.”

DECENTRALISATION

)

Our approach to sustainability

Environmental, Social and (Corporate) Governance (ESG) aspects are prioritized at a strategic level by MVM.
Among the sustainable development goals (SDGs) undertaken by MVM, the most important from a strategic
point of view are:

e SDG 7: Affordable and clean energy

e SDG 8: Decent work and economic growth

e SDG 9: Industry, innovation and infrastructure

e SDG 11: Sustainable cities and communities

e SDG 12: Responsible consumption and production
e SDG 13: Climate action

In the winter of 2022, MVM adopted its ESG strategy, which presents the Group's sustainability framework
and ESG commitments. At the same time, the ESG strategy is also organically aligned with MVM Group's
priority UN SDG topics.

Szentendrei ut 207-209. E-mail: mvm@mvm.hu
Postal address: Company registration number: 01 10 041828 ANTLBRIBERY
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MVM Group primary area of
actions
(12)

UN Sustainable Development Goals (SDGs)

3. Good health and wellbeing

4. Quality education

5. Gender equality

6. Clean water and sanitation

7. Affordable and clean energy

8. Decent work and ecenomic growth

9. Industry, innovation and infrastructure
11. Sustainable cities and communities
12. Responsible consumption and production
13. Climate acticn

15. Life on land

16. Peace, justice and strong institutions

MVM Group Strategy's most
important SDG topics
(6)

Affordable and clean
energy

Decent work and
economic growth

Industry, innovation
and infrastructure

communities

Responsible consumption
and production

Climate action

‘]
E Sustainable cities and

MVM Group ESG
Strategy's major topics

)

Affordable and clean
energy

Decent work and
economic growth

E Responsible
consumption and

production

Climate action

Key topic of the
decarbonization roadmap

(1)

= . .
P~y Climate action

IV Integrated Report 2021

MMVM Group Strategy (2020-2025)

MVM Group’s ESG (thematic)
Strategy (2022)

MVM Group’s Decarbonization
Roadmap (2021)

MVM 's ESG program is based on four pillars, which reflect MVM's most important ESG-related priorities.

TRANSITION TOWARDS NET ZERO EMISSION IN SOCIALLY RESPONSIBLE WAY: MVM’s ESG PROGRAM BUILDS ON FOUR PILLARS WHICH ARE ADDRESSING

MVM's ToP ESG PRIORITIES

MVM Group's ESG framework

Waste management

Fuel switch and electrification E-mobility

Other voluntary carbon reduction Digitalization

ESG commitments of MVM Group

Gradual CO2 emissions reduction (decrease from 0.243 tCO2e/MWh in 2020 to 0.12 in 2030) and net carbon
neutrality by 2050.

Extensive RES developments to increase clean energy generation (800 MW: 2025). Phasing out coal
production by the end of 2025.

Responsible resource management, in addition to using the best available technology (BAT) required by law,

Measures Energy sficiency continuous compliance with environmental use requirements (IPPC).
Support energy efficiency improvements and promoting energy savings initiatives
DECAREONIZATION RESOURCE Ensuring access to alternative (especially e-)mobility solutions: increasing the proportion of alternative vehicles
CONSERVATION to 15% in the company’s (light) vehicle fleet by 2025, maintaining market-leading positions in alternative mobility in
Hungary (e-charging points) and the Czech Republic (CNG filling stations)
MvM Expanding the number of customers served on digital channels (2025: 55%. 2030: 60%), while increasing
ESG customer satisfaction (NPS) (in terms of competitive market portfolio: 68+ by 2025, 78+ by 2030)
RESPONSIBLE To continuously be among the best employers and to meet the needs of current and potential employees, as well
:gg::.NSIBILITY CORPORATE as a sustainable, just transition through targeted employee programs for employees affected by the coal exit
AND SOLIDARITY GOVERNANCE AND (2025: the proportion of employees participating in the skills development campaign will increase to 70%)

SUPPLY CHAIN B P 5 § —
Promoting equal opportunities in the workplace with targeted programs: attracting young talent, utilizing the

knowledge of the elderly, ensuring fair conditions and work-family balance (including the operation of company
nurseries), supporting women in management positions

Ethics & Compliance

‘ Health & Safety

Workforce well-being

Corporate governance
Maintain the safety standards (LTIF <3) and pursuing excellence in operational nuclear safety for commercial nuclear power

Responsible purchasing

Responsible corporation

Providing responsible company, code of conduct and anti-corruption training for all employees (introduction of ISO

Diversity & Inclusion 37001 certificate, 2025: proportion of managers trained in an anti-corruption program 100%)

Support of local businesses (over 90% procurement rate from local entrepreneurs), local communities and

l Priority focus areas initiatives with donations, other non-financial support and investments.

t
Bl B B

Group management via transparent and consistent guidelines

MVM and climate change

At present, MVM reports on 3 climate change KPIs with associated targets:
* Scope 1l & 2 greenhouse gas (GHG) emissions: MVM is committed to reduce scope 1 & 2 GHG
emissions to 3.2 mtCO2eq by 2030 (35% reduction compared to a 2020 baseline, and a further 24%
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reduction compared to the current 2025 target). In 2022, GHG levels were similar to the previous
years, in spite of the turbulent market environment.

* GHG intensity: MVM commits to a level of GHG intensity of its energy output (electricity and gas) of
120gCO2e/kWh by 2030, representing a nearly 40% reduction compared to 2022. The GHG intensity
reduction plan will be made possible by 1) an ambitious renewable electricity generation capacity
development plan, and 2) the replacement of lignite-based production with flexible, natural gas-fired
units (CCGT developments as coal replacement). The fuel switch would allow MVM to achieve
significant carbon reduction in the interim decades and eventually contribute to carbon neutrality (net
zero emissions) by 2050.

* Share of own carbon neutral installed capacity compared to the total installed electricity
capacity: MVM is committed to expand its carbon neutral electricity generation fleet, adding new
renewable energy sources (RES) capacities to its existing nuclear and RES capacities. MVM aims at
having 65% of its own installed capacity from carbon neutral sources by 20302.

Due to the energy crisis caused by the Russian-Ukrainian war, and in order to ensure domestic electricity
supply, the Government made a decision in September 2022 to assess the economic and technical feasibility
of a potential lifetime extension of Matra Power Plant’s lignite-based electricity production to 31 December
2029. Evenin the event of a lifetime extension of production, the phase-out of coal and lignite-based electricity
generation as committed to in the current climate plan will be met by 2030. Regardless of the energy security
of supply requirements, which were prioritized in both the RepowerEU action plan and national energy security
policies, MVM is only planning to rely on the Matra Power Plant on a similar level for the 2023-2025 period,
and will ensure it meets its 2025 scope 1 and 2 GHG emissions reduction target, as stated above.

Scope 3 GHG emissions are partially reported and MVM aims to further expand its reporting to additional
Scope 3 categories over the next years. MVM is currently reporting GHG emissions from the sale of natural
gas and lignite under category 11 (Use of Sold Products), as defined by the GHG Protocol3.

With regards to climate change adaptation, MVM’s strategies and goals focus on forming the proper answers
to the challenges and opportunities of climate change, and on reducing greenhouse gas emissions in its own
operation just as in the energy production of Hungary. MVM'’s environmental policy transposes climate
protection aspects into each activity of the Group. When planning operations, it is important to consider that
climate change and weather events have an impact on energy production. For example, the Paks nuclear
power plant uses a significant amount of surface water (the Danube) to feed its cooling water systems. Higher
initial water temperatures can affects the cooling efficacy and the effects of the warmer returned cooling water
to the water bases must be managed. In addition, in periods of drought the water stock that is useable for
smallscale hydropower plants reduces drastically, and the long heatwaves which can be experienced in the
summer months decrease the efficiency of solar panels.

Resource conservation*

MVM has committed to several initiatives in relation to natural resource conservation, a few of which are
outlined below:

2 Nuclear, wind, solar

3 See the 2022 Integrated ESG Report here

4 Details on our latest projects can be found here:
https://www.mavir.hu/web/mavir-en/environmental-involvement
https://atomeromu.mvm.hu/en/FelelosVallalat/Kornyezetvedelem
https://mert.mvm.hu/en/Rolunk/Kornyezetvedelem
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- Bird protection programmes (collision prevention, artificial nest for prey birds on pylons, bird
conservation research and technical development, participation in EU LIFE programmes) at TSO and
DSO companies;

- Water protection and conservation programmes (water body assessment and protection programmes
at power plant warm water intake points)

- Prioritising conservation considerations in trail planning (minimizing impact damage, mapping of
protected species and habitats)

- Ecological land restoration after mining (restore the structure of the landscape, via community planning
plans and reforestation)

Social responsibility and solidarity

Social Responsibility

The aim of MVM is to take responsibility for the communities and environment in which it operates, and for
sustainable development in line with its relative weight in the Hungarian economy. To this end, it seeks open
and transparent dialogue and consultation with local communities, civil society, sports and academia, and
encourages its employees to actively participate in the work and development of these communities and civil
society initiatives.

MVM carries out responsible, Group-wide coordinated sponsorship, support and donation activities to express
its sensitivity to social issues and to support outstanding talent and events. It seeks opportunities to develop
collaboration between institutes of national higher education and vocational training in order to maintain the
long-term viability of the energy industry. In its social relations, it is committed to providing the public with full,
understandable, regular and authentic information about its activities and ambitions through the media, and to
developing and maintaining positive and high-quality professional relations with the media in general.

Equal treatment

All employees and groups of employees at MVM must be treated with the same degree of respect and care,
and with equal consideration for their individual needs. MVM creates working conditions that are free of any
discrimination based on race, skin colour, sex, disability, language, religion, political or other opinions, national
or social origin, wealth, circumstances of birth or other status. MVM is committed to the principle of equal
treatment and encourages its employees to build workplace relationships on the principles of collaboration,
openness, trust, mutual recognition and support.

In order to prevent all forms of discrimination and to ensure equal treatment and equal opportunities for their
employees, MVM and its member companies have an Equal Opportunities Plan in compliance with the legal
rules and social and ethical requirements.

Responsible corporation

Anti-corruption

MVM is committed to the elimination of corruption, and therefore explicitly prohibits and opposes all forms of
corruption, taking definite steps to prevent and combat it. For this purpose, it establishes, maintains and
develops a management system operating in accordance with the “MSZ ISO 37001:2019 — anti-corruption
management systems” standard (hereinafter referred to as: “Anti-Corruption Management System”), which
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was certified by an independent auditor in 2022. Furthermore, MVM has required its most material subsidiaries
(27 companies) to also obtain the above certification by the end of 2023, with 7 companies having obtained
the certification already. MVM set itself the target of increasing the awareness of employees across the Group,
and MVM therefore plans a group-level education campain in 2023.

Sanctions

The central compliance directive of MVM has included a requirement to ensure immediate compliance with
any new introduced sanctions, but the volume and complexity of sanctions against Russia has generated new
challenges for most companies, including the member companies of MVM. MVM launched a comprehensive
project for the development of a group-wide sanctions compliance framework. The sanctions risk exposure of
the member companies has been assessed, on the basis of which a sanction risk classification was prepared.

MVM continuously monitors changes in the sanctions regimes and seeks to take the necessary steps to ensure
compliance. In 2022, MVM Zrt. implemented a number of measures to ensure sanctions compliance. The
exposures related to sanctioned regions and business partners are reviewed from time to time, not only in
relation to the partners but also in relation to the goods being exported and imported, and sanction compliance
has also become an important aspect of planned transactions (e.g. acquisitions). The project of developing a
group-wide sanctions compliance framework is still ongoing.

Integrated management systems

The Management of MVM Energy Private Limited Company (MVM Ltd.) considers a quality-based approach
as a requirement in all activity areas of the nationally owned energy group, this recognises the importance of
environmental protection, energy efficiency, sustainable development and information protection, and strives
to apply them in its business relations as well.

Accordingly, MVM Zrt., as the controlling company of the MVM Group, operates the Integrated Management
System conforming to the 1SO 9001:2015, the 1SO 50001:2019, the ISO 14001:2015 and the ISO/IEC
27001:2014 standards in an integrated way, and ensures its continuous development®.

MVM Zrt., as the controller of the MVM Group, requires the members of the Group to have a quality
management system in place, in accordance with the requirements of the Electricity Act (VET) and the Atomic
Energy Act. In the spirit of its commitment to sustainable development, it expects companies whose activities
have an impact on the environment to establish and operate an environmentally-oriented management system.
For companies that are subject to Act LVII of 2015 on Energy Efficiency, it expects companies to operate an
energy management system in accordance with the ISO 50001 standard. The companies of the MVM Group,
including MVM Zrt., are also obliged to comply with information security requirements, which is why MVM Zrt.
decided to integrate the requirements of the ISO 27001 information security management system into an
Integrated Management System (IIR).

Within MVM, 32 companies operate Environmental Management Systems (“EMS”). The successful application
of the EMS consists of the analysis of environmental risks and opportunities, the compliance with
environmental legislation and other obligations in order to decrease the amount of emissions caused by
companies to protect the elements of the natural environment and to avoid environmental contamination and
fines.

The managements of the companies is responsible for the effectiveness of the EMS. One of the basic features
of Hungarian Standard MSZ EN ISO 14001:2015 is the continuous improvement of environmental

5 More information on our integrated management system is available on our website, see here
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performance, which can be realised by achieving environmental goals and generally by strengthening the EMS
or any of its components.

43 MVM companies have 1SO 9001, and 23 companies have 1SO 50001 certification, and 8 member
companies have ISO 37001, 25 companies have ISO 45001.

Stakeholder Management

MVM pays special attention to sustainable business operations. It takes a leading role in innovation, energy
efficiency, e-mobility and renewable energy technologies for further strengthening its domestic, regional and
now also international positioning. It contributes to sustainable business operations, in terms of financing, by
supplying electricity and natural gas at the best possible prices, while, from a social perspective, treating the
security of supply as a priority, supporting talents and outstanding performance, and pursuing its corporate
social responsibility activities.

Relations with governmental, municipal and other administrative bodies

MVM maintains ongoing relations and continuously collaborates with governmental, municipal and other
administrative bodies and institutions. In these relations, it acts in good faith and fairly, in compliance with the
law and the regulations, and uses only the means permitted to it by law.

MVM is committed to taking a collaborative approach as a responsible organisation in its dealings with
governmental, municipal and other public authorities. MVM pays public charges accurately and ensures the
transparency of its financial operations.

Selection of suppliers and business partners

MVM strives to build relationships based on mutual trust and respect with its suppliers and other business
partners. To this end, it will only do business with individuals and companies of good business standing that
have skills and references that meet the requirements of the MVM Group Code of EthicsS.

Suppliers are selected on the basis of the content of their business proposals and their track record, while
avoiding any conflict of interest or any bias that might influence the selection.

MVM handles the confidential business information and other data of its partners and suppliers in accordance
with the law.

Competitors

MVM promotes fair and open competition in all markets, both at home and abroad. It conducts its activities in
line with the standards of fair competition and in compliance with the applicable rules on competition. The data
and information used for competitor analyses and market forecasts shall only be obtained lawfully, fairly and
using publicly disclosed research. MVM is represented in professional and industry associations, organisations
and collaborative forums, and actively participates in their activities, while, at the same time representing the
interests of the Group. Any representation shall be conducted on the basis of prior management authorisation.

5 See here
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MVM’s ESG governance

In May 2022, a priority project was introduced involving the relevant department heads to define MVM’s ESG
strategy, KPI set and formalized ESG Governance structure. In December 2022, MVM’s management
approved the ESG strategy and the relevant KPI set to be published from 2023, and also set the governance
structure.

MVM'’s CEO is directly responsible for the realization of the Group’s ESG strategy, approving the main ESG-
related documents, and monitoring ESG-related initiatives. His work is supported by the ESG Committee.

The ESG Committee is a consultative body for the CEO, and supports the supervision of ESG-related topics
including the following:

The Group’s ESG performance evaluation,

The prior approval of the ESG strategy, and the KPI framework

The prior approval of MVM’s ESG KPI targets

The prior approval of MVM’s Integrated-ESG report

Annual review of MVM’s ESG strategy

Evaluation of ESG rating companies’ proposals for development targets during rating process, as well
as proposal for the steps to be taken

Information management within the Group in relation to ESG development targets
Supervision of steps to be taken to implement the above defined steps
Supervision of ESG related projects

Definition of resources needed for ESG projects

Definition of resources needed for data provision processes

Permanent members of ESG Committee are the

Chief Financial Officer,

General Deputy CEO,

Director for Security,

Director for Strategy and Transactions,
Deputy CEO for Production.

More information on MVM is available on our website, in our Code of Ethics?, and in our 2022 Integrated
ESG Reports.

” See here

8 See here.

MVM Ltd. Telephone: +36 1 304 2000

Address: H-1031 Budapest, Fax: +36 1 202 1246 @
Szentendrei ut 207-209. E-mail: mvm@mvm.hu 150 37001
Postal address: Company registration number: 01 10 041828

H-1300 Budapest, PO Box 355.



https://mvm.hu/
https://mvm.hu/en/Rolunk/AzMVMCsoportrol/EtikaiKodex
https://mvm.hu/Befektetoknek/ESG

mvm.hu 14

2. MVM Green Financing Framework

Under the Green Financing Framework (the “Framework”), MVM Group and any of its subsidiaries®
(collectively referred to as MVM), will be able to issue Green bonds, loans, or other financing instruments
(collectively the “Green Financing Instruments”) to finance its sustainability efforts.

MVM believes that Green Financing Instruments are an effective tool for channelling investments to projects
and assets that support its efforts towards its sustainability objectives to have net zero emissions by 2050.
Moreover, these instruments will contribute to further transparency and meet investors' growing interest for
greener assets to better allocate their funds and measure their contribution to a more sustainable financial
system.

By establishing the present Framework, MVM intends to align its funding strategy with its mission and
sustainability objectives.

MVM commits to providing information with transparency, accuracy and integrity according to the four core
components of the 2021 ICMA Green Bond Principles 202119, and the 2023 LMA Green Loan Principles®:

i. Use of Proceeds

ii. Process for Project Evaluation and Selection
iii. Management of Proceeds

iv. Reporting

The Framework is fully aligned with the 2021 ICMA Green Bond Principles and the 2023 LMA Green Loan
Principles. Each of the eligible categories have been aligned with the relevant UN Sustainable Development
Goals and EU environmental objectives. The Framework also complies, on a best efforts basis, with the EU
Taxonomy Regulation!? and the EU Taxonomy Delegated Acts on Climate Change Mitigation and Adaptation'3
adopted in June 2021 (the “EU Taxonomy?”). In addition, the Framework takes into account the current version
of the proposed EU Green Bond Standard?!#.

9 “Subsidiary" means in relation to any company or corporation, a company or corporation:
e which is controlled, directly or indirectly, by the first mentioned company or corporation; and/or
. more than fifty per cent. (50%) the registered capital of which is beneficially owned, directly or indirectly by the first mentioned
company or corporation;
provided that, in each case, the financial statements of such entity is to be consolidated with the financial statements of the first
mentioned company or corporation in accordance with GAAP; or
e which is a Subsidiary of another Subsidiary of the first mentioned company or corporation,
and for this purpose, a company or corporation shall be treated as being controlled by another if that other company or corporation is
able to direct its affairs and/or to control the composition of its board of directors or equivalent body.
19 The Green Bond Principles (GBP) 2021 (with June 2022 Appendix 1) here
1 LMA Green Loan Principles 2023 here
12 Regulation (EU) 2020/852 of the European Parliament and of the Council of 18 June 2020 on the establishment of a framework to
facilitate sustainable investment, and amending Regulation (EU) 2019/2088
13 EU Taxonomy Delegated Act on Climate Change Mitigation and Adaptation published in April 2021 and adopted in June 2021, see here
14 Proposal for a Regulation of the European Parliament and of the Council on European Green Bonds published in July 2021. Available

here.
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An amount equivalent to the net proceeds of any Green Financing Instrument issued under this Framework
will be used to finance and/or refinance, in whole or in part, Eligible Green Projects that meet the eligibility
criteria below. The Eligible Green Projects together form the Eligible Green Portfolio. All the categories below

contribute to the EU Environmental objective of Climate Change Mitigation.

Eligible Eligible Green Projects and related | EU Taxonomy and related EU | Alignment
Green Eligbility Criteria Economic Activities with the UN
Categories SDGs
Renewable 1. Electricity generation from: 3.10 Manufacture of Hydrogen
Energy e Solar PV (NACE C20.11)
*  Wind - . .
- Hydropower's 4.1 Electricity generation using
«  Geothermal energy'6 solar photovoltaic technology
(NACE D35.11, F42.22)
INDUSTRY, INNOVATION
4.3 Electricity generation from wind FAD IERASTRUCTURE
2. Manufacture of hydrogen below the power (NACE D35.11, F42.22)
threshold of 3tCOze/tHz (73.4% GHG 4.5 Electricit tion f
emissions savings relative to a fossil | #-° E'€CUICIty generation from
fuel comparator of 94g CO2e/MJ), and | hydropower (NACE D35.11, 13 co
related R&D?’. F42.22) ACTON
4.6 Electricity generation from @
geothermal energy (NACE D35.11,
F42.22)
Electricity 1. E_Iec_trici@y trans_missio_n and 4.9 Transmission and
Networks distribution projects aimed at distribution of electricity (NACE
maintaining and / or enhancing the
networks to ensure a safe and reliable | D35.12, D35.13)
use of electricity:
«  The whole expenditure and / or ORISR
asset is deemed eligible if the
system complies with either of
these criteria:

15 For hydropower:

(a) the electricity generation facility is a run-of-river plant and does not have an artificial reservair;
(b) the power density of the electricity generation facility is above 5 W/m?;
(c) life-cycle GHG emission from power generation is lower than 100gCO.e/kWh. The life-cycle GHG emissions are calculated using

Recommendation 2013/179/EU or, alternatively, using ISO 14067:2018, ISO 14064-1:2018 or the G-res tool. Quantified life-cycle GHG
emissions are verified by an independent third party .

16 Life-cycle GHG emissions from the generation of electricity from geothermal energy are lower than 100gCO.e/kWh. Life-cycle GHG

emission savings are calculated using Commission Recommendation 2013/179/EU or, alternatively, using ISO 14067:2018 or

1SO14064-1:2018. Quantified life-cycle GHG emissions are verified by an independent third party.

7 Life-cycle GHG emissions savings are calculated using the methodology referred to in Article 28(5) of Directive (EU) 2018/2001 or,
alternatively, using 1ISO 14067:2018 or ISO 14064-1:2018. Quantified life-cycle GHG emission savings are verified in line with
Article 30 of Directive (EU) 2018/2001 where applicable, or by an independent third party. Where the CO, that would otherwise be
emitted from the manufacturing process is captured for the purpose of underground storage, the CO; is transported and stored

underground, in accordance with the technical screening criteria set out in Sections 5.11 and 5.12, respectively, of the EU

Taxonomy Annex.
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Eligible
Green
Categories

Eligible Green Projects and

related

Eligbility Criteria

EU Taxonomy and related EU
Economic Activities

Alignment
with the UN
SDGs

i) More than 67% of newly
enabled generation capacity in
the system is below the
generation threshold value of
100 gCO2e/kWh measured on a
life cycle basis over a rolling
five-year period; or

i) The average system grid
emissions factor!® is below the
threshold value of 100
gCO2e/kWh measured on a life
cycle basis over a rolling five-
year period.

If none of these criteria are met,
then the expenditure and / or
asset will be eligible pro-rata to
the share of low carbon electricity
generation in MVM’s electricity
mix?e,

2. Electricity transmission and
distribution projects enabling a greater
integration and use of renewable
energy in the power networks are
eligible without pro-rata, including:

Direct connection of low carbon?°
electricity generation plants
Installation of transformers?!
Equipment and infrastructure
increasing the generation or use
of renewable electricity
Equipment to increase the
controllability and observability of
the electricy system and to enable
the development and integration
of renewable energy sources
(sensors and measurement tools,
communication and control)
Equipment to allow the exchange
of renewable energy between
users

Interconnectors between
transmission systems

Infrastructure dedicated to creating or
expanding a direct connection to a non-

13 i

L3 2

The low carbon electiricty generation ratio (KPI GHG-16) is defined as the sum of the annual solar power generation, wind power
generation, biomass power generation, hydropower generation, geothermal generation, and nuclear power generation, over the total
annual power generation. This KPI is revised and published annually in MVM'’s Integrated Report, and follows the KPI E-GHG-16

definition.

20 Low carbon means below the threshold of 100 gCO,e/kWh measured on a life cycle basis
2 Transmission and distribution transformers comply with the Tier 2 EN 87 EN (1 July 2021) requirements set out in Annex | to the
Commission Regulation (EU) No 548/2014 and, for medium power transformers with highest voltage for equipment not exceeding 36
kV, with AAAO level requirements on no-load losses set out in standard EN 50588-1.
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stations, or electric road systems (ERS).

The infrastructure is not dedicated to the
transport or storage of fossil fuels.

D35.13)

6.15 Infrastructure enabling low-
carbon road transport and public
transport (NACE F42.11, F42.13,
F71.1, F71.20)

Eligible Eligible Green Projects and related | EU Taxonomy and related EU | Alignment
Green Eligbility Criteria Economic Activities with the UN
Categories SDGs
renewable electricity generation facility is
excluded.
Energy Projects and equipment that contribute to | 3 5 Manufacture of energy
Efficiency the reduction of energy losses and the efficiency equipment for buildings
improvement of the overall efficiency of the
assets, including: (NACE C25.21, C25.29. C27.5,
. Smart metering systems C28.11, C28.12, C28.13)
+ Storage of electricity (e.g. | 4.9 Transmission and distribution
batteries, pumped hydropower | of electricity (NACE D35.12,
storage) D35.13)
+ Storage of hydrogen (construction '
of hydrogen storage facilities, | 4.10 Storage of electricity
conversion of existing gas storage) | 4 1 Storage of hydrogen 13 Bt
Expenditures  associated  with  the @
manufacture  of  energy efficiency
equipment and their key components for
buildings:
+ Space heating and domestic hot
water systems??
+  Cooling and ventilation systems?3
Waste Facilities for the composting of bio-waste, | 5 8 Composting of bio-waste
Management where the bio-waste is source segregated (NACE E38.21, F42.99)
and collected separately and the compost " '
is used as a fertilizer or soil improver?4,
12 Swwrnon
AND PRODUCTION
Clean Electric charging points, electricity grid | 4 9 Transmission and distribution
Transportation | connection upgrades, hydrogen fuelling of electricity (NACE D35.12

For the avoidance of doubt, assets and expenditures related to fossil-fuel based electricity generation facilities
and other fossil-fuel related infrastructure are excluded and deemed ineligible.

22 Space heating and domestic hot water systems rated in the highest two populated classes of energy efficiency in accordance with
Regulation (EU) 2017/1369 and delegated acts adopted under that Regulation

2 Cooling and ventilation systems rated in the highest two populated classes of energy efficiency in accordance with Regulation (EU)
2017/1369 and delegated acts adopted under that Regulation

2 The compost produced is used as fertiliser or soil improver and meets the requirements for fertilising materials set out in Component
Material Category 3 in Annex Il to Regulation (EU) 2019/1009 or national rules on fertilisers or soil improvers for agricultural use.
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While under the EU Taxonomy the entire interconnected European System, which includes MVM'’s system, is
eligible, the Electricity Networks category is subject to a narrower definition. For Electricity Networks projects
that aren’t dedicated to enabling a greater integration and use of renewable energy in the power networks,
MVM applies the EU Taxonomy’s general thresholds, applicable to any grid outside the interconnected
European System or, if these threshold are not met, a pro-rata approach to the Eligible Green Projects using
the low carbon energy generation ratio, reflecting the share of low carbon electricity generation in MVM’s
electricity mix.

Eligible Green Projects may comprise of physical assets?® and capital expenditures related to the improvement
and extension of Eligible Green Projects, as well as acquisitions of ‘pure player’?6 companies specialized in
any of the above eligible Green Bond Categories. Eligible capital expenditures are subject to a 2-year look-
back period, and a 2-year look-forward period.

Eligible Green Projects are net of customer contributions to construction, any dedicated green funding, project
financing, and any State or European subsidies.

Pre-issuance, MVM will provide a high-level per-category indication of estimated proceeds allocation to the
Green Financing Instrument.

The process for project evaluation and selection is key to ensure that the Eligible Green Projects meet the
eligibility criteria defined above.

a. Green Financing Committee

MVM’s Investment Committee, composed of MVM’s CEOQ, the deputy CEO for general affairs, the deputy CEO
of Production, the deputy CEO of Technical Issues, the deputy CEO of Customer Relations, CFO, the Director
of Controlling, and the Head of Central Project Portfolio Management is responsible for all investment
decisions?’. The Committee’s tasks and responsibilities with regards to MVM’s Green Financing will also
include the following:

1. Carrying out the process of project evaluation and selection, which means reviewing and selecting
Eligible Green Projects to be part of the Eligible Green Portfolio;

2. Monitoring the Eligible Green Projects on a quarterly basis, over the lifetime of the Green Financing
Instruments;

3. Excluding assets and expenditures that no longer comply with the eligibility criteria, or that have been
postponed, cancelled, divested, or subject to a material ESG controversy, and replacing them as soon
as reasonably practicable;

4. Verifying and approving the annual allocation and impact reporting; and

5. Overseeing the Framework and future updates to ensure MVM remains in-line with best market
practices, evolving regulation, and investor expectations.

% Considered at the IFRS value

% ‘Pure player’: At least 90% of the revenue of the company acquired derives from activities falling in any of the above Eligible Green
Category

27 Due to legal requirements on decoupling, the Transmission System Operator (MAVIR) is not represented at the Investment
Committee. When the Committee acts as a Green Financing Committee, the CEO of MAVIR shall be invited.
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The Committee, who usually meets on a monthly basis, will review the proposed allocations and ensure that
these are in alignment with the best market practices, evolving regulation, and investor expectations on at
least an annual basis. Eligible Green Projects are identified with the support of the operational teams and
submitted to the Committee, who evaluate their eligibility against the criteria and validate their inclusion in the
Eligible Green Portfolio.

b. Management of environmental and social risks, and compliance with the EU
Taxonomy technical screening criteria, i.e. the substantial contribution and
the Do No Significant Harm (DNSH) criteria

Eligible Green Projects are initially evaluated and selected based on their environmental impact, their
compliance with the eligibility criteria described above, and their contribution to MVM’s sustainability strategy.
All Eligible Green Projects are also expected to adhere to MVM'’s Environmental Policy?8 as well as applicable
national, European and international laws and standards. Subsequently, Eligible Green Projects are expected
to be aligned, on a best efforts basis, with the EU Taxonomy Regulation and Delegated Acts, including the Do
No Significant Harm (DNSH) and Minimum Safeguards (MS) criteria.

MVM systematically monitors key aspects of business risk through its Enterprise Risk Management system,
and aims to manage and mitigate any potential negative environmental and social impacts associated with its
activities. Risk management is also taking place in the ISO standards, i.e. in the management systems. MVM
undertakes a commitment to explore, regulate and continuously monitor the impacts of its activities on the
environment. MVM operates Environmental Management Systems in accordance with Hungarian Standard
MSZ EN ISO 14001:2015 which is continuously developed. Furthermore MVM has sought to address health
and safety risks through a management system in accordance to ISO 45001 standards. Finally, regulatory,
reputational and financial risks are also systematically considered.

MVM conducted its first EU Taxonomy alignment reporting in 2022, covering the vast majority of projects. The
alignment assessment was carried out on the activities identified through the eligibility assessment. Activities
are analysed based on the relevant technical screening criteria set out in the Taxonomy regulations. The
substantial contribution of activities has been assessed and documented, typically individually, for each activity
in a member company level in a decentralised way. Activities have been assessed on an activities level,
extended to the operation of the whole activity, but certain technical criteria contain KPIs (GHG emission) that
account for a location or project level analysis.

The assessment of the DNSH criteria has been mostly analysed via the compliance with the EU regulations
referred to by the EU Taxonomy Regulation. Compliance with these criteria is often regulated by national law.
The DNSH criteria have been assessed on an activity level as a general rule, but a location or project level
assessment turned out to be necessary in the case of the DNSH criteria of certain environmental objectives
as well.

MVM’s compliance with the EU Taxonomy minimum safeguards has also been assessed. MVM have
implemented several initiatives to ensure its compliance and positive impacts to society. This can be evidenced
through MVM’s Code of Ethics and Equal Oppurtunities Plan. In addition, Hungary is a member of the OECD
Guidelines for Multinational Enterprises, the UN Principles on Business and Human Rights and the
International Labour Organisation thus helping to support MVM’s alignment to the minimum safeguards.

% See here

MVM Ltd. Telephone: +36 1 304 2000

Address: H-1031 Budapest, Fax: +36 1 202 1246 @
Szentendrei ut 207-209. E-mail: mvm@mvm.hu

Postal address: Company registration number: 01 10 041828

H-1300 Budapest, PO Box 355.


https://mvm.hu/Elkotelezodeseink/MVMCsoportIranyitasiRendszer

mvm.hu 20

An amount equivalent to the net proceeds of the Green Financing Instruments will be managed, using a
portfolio approach, by the Central Project Portfolio Management Department of MVM through a register, and
earmarked for allocation to all or part of the Eligible Green Portfolio The Central Project Portfolio Management
Department will strive to maintain a level of allocation to the Eligible Green Portfolio that exceeds, or is at least
equal to, the net amount of Green Financing Instruments’ proceeds raised under this Framework, within 2
years of issuance.

Should an Eligible Green Project no longer meet the eligibility criteria or be disposed of during the funding
period (i.e. prior to the issue maturity), the proceeds initially allocated to the ineligible or disposed asset shall
be reallocated to another Eligible Green Project held by the Group, based on the same process outlined in
section 2.2. Replacement of the project(s) will be done on a best efforts basis within a resonable period of time
of 2 years.

Where proceeds cannot be immediately allocated or reallocated, MVM will temporarily invest an amount
equivalent to the unallocated proceeds at its own discretion, in accordance with relevant internal policies, in
cash, cash equivalents or liquid marketable instruments.

MVM will report on the allocation of net proceeds to the Eligible Green Portfolio and on its associated
environmental impact (the “Green Financing Report”) within one year of issuance and annually thereafter
until full allocation of the Green Financing Instruments, and thereafter as necessary in case of any material
development. The Green Financing Report will be published on MVM’s website??, either as part of MVM’s
annual Sustainability Report or as a standalone document. MVM intends to provide aggregated reporting for
all of MVM’s Green Financing Instruments outstanding, at least on a category-by-category basis.

Allocation Report
With the aim of providing disclosure on the allocation of net proceeds, MVM will include the following
information in its Allocation Report:
¢ An overview of the amount outstanding in Green Financing Instruments;
e The total amount of proceeds allocated to the Eligible Green Portfolio, specified at least per category;
e The breakdown of the Eligible Green Portfolio by expenditure type (assets or capital expenditures);
e The proportion of the proceeds allocated to financing vs refinancing;
e The mapping of the EU Environmental Objectives pursued by the assets and capital expenditures in
the Eligible Green Portfolio;
o The balance of unallocated proceeds, if any.

2 See here
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Impact Report

MVM will provide information on the associated environmental impact and outcomes of the Green Financing
Instruments, and will disclose where relevant the measurement methodology for quantitative impact indicators.
MVM intends to align, on a best effort basis, the Impact Report with the portfolio approach described in the
“Handbook — Harmonised Framework for Impact Reporting (June 2022).”30

Potential impact indicators may include:
Eligible Green Category Potential impact indicator
Renewable Energy e Additional renewable energy capacity (MW)

e Additional energy generated from renewable resources (MWh)

e Estimated CO2 emissions avoided (tCO2ze)

Electricity Networks e Additional renewable energy capacity connected to the grid
(MW)

e Number of newly installed smart meters

e 9% CAPEX for integration of renewable capacity to the network
to total CAPEX

e CAPEX for bird protection programs (Bn HUF)

Energy Efficiency e Expected energy savings (MWh)

¢ New hydrogen electrolysis capacity installed (kg)

e Estimated CO2 emissions avoided (tCOze)

Pollution Prevention and Control e Waste reduced, recycle, reused, and / or treated (tons)

e Water treated and / or reused (m3)

e Estimated CO:2 emissions avoided (tCOze)

e Estimated air pollution reduction

Clean Transportation e Electric or hydrogen charging stations installed (#)

e No. of chargings (utilization) on electric or hydrogen charging
stations (#)

Environmental impact metrics are expected to include both actual and expected impact at completion, both of
which will be identified.

Pre-issuance: Second Party Opinion

ICS has been appointed to review MVM’s Green Financing Framework and ultimately verify its alignment with
the ICMA Green Bond Principles 2021, the LMA Green Loan Principles 2023, the EU Taxonomy, and market
practices. The Second Party Opinion can be found on MVM’s website3!.

Post-issuance external review:

An independent auditor or verifer will be appointed to provide a review on at least a limited assurance of MVM'’s
Green Financing Report, including on the tracking and allocation of Green Financing Instruments and on the
associated impact metrics, in accordance with this Framework. The auditor or verifer’s report will be available
on MVM’s website.

30 Harmonised Framework for Impact Reporting Green Bonds - June 2022

3! See here
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As the green finance market continues to evolve, MVM’s Framework may be subsequently revised or updated
to remain consistent with shifting expectations, best market practices and regulatory landscape such as the
EU Taxonomy or EU Green Bond Standard. Any material revision of the Framework will be subject to a new
Second Party Opinion.

The information presented in this document originates from the MVM Group (“MVM”), serving as a general
and non-comprehensive resource for its addressees. Please note that the information provided here has not
been specifically approved, endorsed, warranted, or independently reviewed by MVM. Consequently, MVM
assumes no liability or responsibility regarding the accuracy, reliability, soundness, or entirety of said
information. The information presented in this document has not undergone submission or received approval
from any banking and security supervisory authority in Hungary or any other pertinent regulatory body within
the European Union.

The information provided in this document is not intended for use in creating derivative works. Furthermore,
it should not be considered as an offer to buy or sell, promote or recommend any security, financial instrument
or product, trading strategy, or index. It should not be interpreted as an indication or guarantee of future
performance, analysis, forecast, or prediction. Any forward-looking statements, estimates, projections, or
forecasts included in this document are subject to risks, uncertainties, and assumptions. Actual results may
differ from those expressed or implied in such statements. The addressee should exercise caution when
relying on forward-looking information. The information contained herein does not constitute financial or legal
advice, nor should it serve as the basis for any commitment, obligation, or agreement in any manner
whatsoever. The information presented in this document does not take into consideration the investment
objectives, financial situations, or specific needs of any addressee.

MVM may at any time amend or supplement this document, however MVM is not obligated to revise, alter,
or update the information and statements presented in this document to reflect any changes in assumptions
or factors that may impact these statements. Furthermore, MVM is not required to notify addressees in the
event that any information, projection, forecast, estimate, or opinion provided herein undergoes changes or
becomes inaccurate at a later time. Information contained or reflected herein has not been independently
verified. This document may contain references or links to third-party websites, publications, or sources. The
inclusion of such references or links does not imply endorsement or verification of the accuracy, reliability, or
content of those external sources by MVM. The distribution or possession of the information contained or
reflected in this document may be subject to legal or financial restrictions in certain countries. It is the
responsibility of the addressees to inquire about the potential existence of such restrictions and ensure
compliance with them.

The addressee bears exclusive liability for any use of the information contained or reflected in this document.
The addressee should be cognizant that the information contained herein may become outdated or
inaccurate over time and should exercise their own discernment when relying upon such information. Neither
MVM nor its affiliates shall be held responsible or liable for any errors or omissions, nor shall they be liable
for any direct or indirect, special, or consequential damages, even if they have been advised of the possibility
of such damages.
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