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PARIS (S&P Global Ratings) Nov. 4, 2021--S&P Global Ratings today assigned its 'BBB-' issue
rating to Hungarian utility MVM Energy Private LLC's (MVM's; BBB-/Stable/--) proposed
benchmark senior unsecured notes with a tenor of six or seven years. The 'BBB-' rating reflects
that the notes rank equally with MVM's existing unsecured debt in the capital structure and that
priority debt is well below our 50% threshold. The issuance is MVM's first euro-denominated bond
on the capital markets and we expect it will use the proceeds for general corporate purposes.

Our rating on MVM reflects its leading position in the Hungarian energy market, as well as its
vertically integrated business model, which protects the company from current high gas and
power price volatility. We believe that MVM's high share of regulated and contracted portfolio
activities protects its current profitability, notably with Hungary's supportive regulatory
framework for gas and electricity networks that helps to pass cost increases to customers. For
example, in first-half 2021, the spike in commodity prices resulted in a 30% rise in the company's
gas sales and 37% increase in cost of purchases. We expect 2021 results will be in line with our
expectations with EBITDA increasing above Hungarian forint (HUF) 250 billion, including the full
year integration of Innogy's Czech retail activities. We view the company's exit from coal
operations and transition toward a low-carbon-dioxide generation fleet, focusing on nuclear and
solar; inherently stable cash flow in its regulated transmission and distribution activities; and
track record of government support as key credit strengths.

We expect MVM will significantly increase its leverage in the next two-to-three years with funds
from operations to debt at about 35% in 2021 and decreasing to almost 30% by 2024, compared
with 47% in 2020 and about 44% in first-half 2021. At the same time, we expect debt to EBITDA of
about 2x before increasing and remaining at about 2.4x from 2022. This is because management's
focus on acquisitive growth in its core infrastructure and renewables activities will keep adjusted
debt as high as €600 million on average in 2021-2023, while a rise in net capital expenditure to
about €240 million annually will lead to negative discretionary cash flow.

A complete issuer credit rating rationale is available in our most recent research update (see
"Hungarian Public Integrated Utility MVM Group Assigned 'BBB-' Rating; Outlook Stable,"
published June 22, 2021, on RatingsDirect).
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Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors,
have specific meanings ascribed to them in our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at www.standardandpoors.com for further information. A description of each of
S&P Global Ratings' rating categories is contained in "S&P Global Ratings Definitions" at
https://www.standardandpoors.com/en_US/web/guest/article/-/view/sourceld/504352 Complete ratings
information is available to subscribers of RatingsDirect at www.capitalig.com. All ratings affected by this rating
action can be found on S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search
box located in the left column. Alternatively, call one of the following S&P Global Ratings numbers: Client Support
Europe (44) 20-7176-7176; London Press Office (44) 20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49)
69-33-999-225; Stockholm (46) 8-440-5914; or Moscow 7 (495) 783-4009.
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