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Research Update:

EMG Utica 'B' Rating Affirmed, Outlook Stable;
Senior Debt Rating Raised To 'B+' On Improved
Recovery Expectations

Overview

e Significant debt paydown in 2017 has resulted in inproved financial ratio
projections at EMG Uica LLC, with debt to EBI TDA now expected to be in
the 1.5x-2x range over the next few years. W al so have increased
confidence that dividend coverage ratios provide sufficient headroomto
shield the conpany during tinmes of noderate stress.

W are affirning the 'B'" corporate credit rating on EMs Utica LLC. The
out | ook remains stable.

« At the sane tine, we are revising the recovery rating on the conpany's
$325 million senior secured termloan Bto '2'" from'3" and raising the
i ssue-level rating on the debt to 'B+ from'B'.

» The stable outlook reflects our belief that the conpany will have
adequate liquidity to neet its financial obligations over the next 12
months with interest coverage in excess of 10x and a debt-to-EBITDA ratio
in the 1.5x-2x area.

Rating Action

On Jan. 18, 2018, S&P d obal Ratings affirmed its 'B' corporate credit rating
on EMG Utica LLC. The outl ook is stable.

At the sane tinme, we raised our issue-level rating on EMG Uica's $325 mllion
seni or secured termloan Bto 'B+ from'B . W also revised the recovery
rating on the termloan to '2" from'3', reflecting our expectation of
substantial (70% 90% rounded estimate: 80% recovery in the event of default.

Rationale

EMG Utica LLCis rated under S&P d obal Ratings' non-controlling equity
interest (NCEl) criteria, which are used to rate debt instrunments issued by
entities that own shares in one or nore other entities (the investee conpany).
The 'B corporate credit rating on the conpany reflects the differentiated
credit quality between it and its investee conpany, MarkWst Uica EMG LLC, of
which EMG Utica owns a 44.3% interest. The differentiation reflects the
structural subordination of the conpany relative to MarkWest Utica and the

di scretionary dividends that it does not control
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The main factors behind EMG Wica's rating include the cash flow stability of
its underlying investnment, the level of influence on MarkWest Utica's

cor porate governance and financial policy, EMG Uica's financial ratios, and
EMG Utica's ability to |iquidate investnents to repay debt.

We assess cash flow stability as neutral, which is an inprovenent from our
previ ous assessnent of negative. MarkWest Uica's cash flows are relatively
stabl e and backed by long-termcontracts (renmining tenor of about 11-12
years) with 100% fi xed fee-based cash flows. The narginal inprovenent in
counterparty creditworthi ness and absence of a financial covenant that could
limt dividends from MarkWst Utica support the assessnent. At the sane tine,
the conpany is exposed to volunetric risk given that nost contracts are
structured as acreage dedications rather than m ni mum vol une comitnents,
which we view nore favorably. Despite MarkWst Utica's conpetitive advantage
inits area of operation, we believe sone cash flow volatility is likely
during periods of commodity price volatility.

We assess corporate governance and financial policy as negative. In our view,
EMG Utica has limted influence on the board or managenent of MarkWest Ui ca.
Mar kWest Energy Partners L.P., the partner in the joint venture, has nore
control over EBITDA generation and dividends as the operator and ngjority
owner .

We assess financial ratios as positive, which is an inprovement over our
previ ous assessnent of neutral. Qur forecast assunes stand-al one debt to

EBI TDA in the 1.5x-2x range, with interest coverage ratio of about 10x over
the next few years. The cash fl ow sweep has helped to significantly reduce
debt, resulting in approximately $38 million of debt reduction in the first
three quarters of 2017, which has led to incremental inprovenment in |everage
rati os over the | ast year.

We base the negative assessnment on the ability to liquidate investnments on the
fact that MarkWest Utica is not publicly traded and it would be difficult to
accurately forecast asset valuations relative to debt.

Liquidity

We assess EMG Utica's liquidity as adequate. W forecast liquidity sources to
exceed uses by nore than 1.5x for the next 12 nonths. Al though this normally
maps to a higher liquidity assessnent, qualitative factors limt our
assessnment at adequate, specifically the lack of a satisfactory standing in
the capital markets.

Principal liquidity sources:
* Projected funds from operations of about $90 million, and
» Debt service reserve account of about $5 nmillion

Principal liquidity uses:

e Mandatory debt anortization of about $2 million, and
« Dividends of about $15 million.
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Covenants

Covenants include a naxi mum | everage ratio of 4.5x and an interest coverage
rati o of 3x. We expect EMG Utica to nmaintain an EBI TDA cushion in excess of
15%with its financial covenants.

Modifiers

The positive conparable rating assessnent reflects the fact that the ultimte
parent of MarkWest Uica's majority owner is a master limted partnership.
Therefore, we expect the partnership would naintain or increase distributions
over tine and thus would require the same fromthe investnents it controls. In
addition, there is a six-nonth debt service reserve throughout the loan's
life, which we view as positive for creditworthiness. This positive assessment
provi des a one notch uplift to reach the final rating.

Outlook

The stable rating outlook on EMc Uica reflects our belief that the conmpany
wi Il have adequate liquidity to neet its financial obligations over the next
12 nmonths with interest coverage in excess of 10x and a debt-to-EBITDA ratio
in the 1.5x-2x range.

Downside scenario
Though unlikely due to the robust metrics, we could lower the ratings if
di vi dends becane curtailed such that interest coverage fell bel ow 1.5x.

Upside scenario

Hi gher ratings are unlikely over the next year, due to the conpany's limted
scal e and our view that MarkWest Utica's cash flows are dependent on
counterparties with lower ratings. W could consider higher ratings if our
vi ew of MarkWest UWica's creditworthiness inproved.

Recovery Analysis

Key analytical factors
e W use a discrete asset valuation approach to value EMG Utica's interest

in MarkWest Utica EMGin the event that EMG Utica defaults.

W simulate a default arising fromdeclining cormbodity prices that result

in |ower throughput volunes at EMG Utica's investee conpany, MarkWst
Uica EM5 LLC. The | ower vol une throughput |eads MarkWest to sharply
reduce its dividend, resulting in EMG being unable to service its debt.
Qur default scenario does not assune a default at MarkWest Uica EMG

The termloan holds a first-priority perfected lien on substantially all
of the capital stock of the joint venture held by the borrower as well as
its ownership interest in the joint venture.
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Simulated default assumptions

« Simul ated year of default: 2020

» EBI TDA at energence: About $24.5 nil.
e EBITDA nultiple: 7x

Simplified waterfall

* Net enterprise value (after 3% admn. costs): $165 ml.

e Valuation split (obligors/non-obligors): 100% 0%

 Secured first-lien debt: $200 ml. (includes six nonths of prepetition
i nterest)

* Recovery expectations: '2' (70%90% rounded estimate: 80%

Related Criteria

* CGeneral Criteria: Methodol ogy For Linking Long-Term And Short-Term Rati ngs
, April 7, 2017

e Criteria - Corporates - General: Recovery Rating Criteria For
Specul ati ve- Grade Corporate Issuers, Dec. 7, 2016

e CGeneral Criteria: Methodol ogy For Conpanies Wth Noncontrolling Equity
Interests, Jan. 5, 2016

e Criteria - Corporates - GCeneral: Mthodol ogy And Assunptions: Liquidity
Descriptors For d obal Corporate |Issuers, Dec. 16, 2014

* Ceneral Criteria: Country Ri sk Assessnment Met hodol ogy And Assunpti ons,
Nov. 19, 2013

e Criteria - Corporates - Ceneral: Corporate Methodol ogy: Ratios And
Adj ust nents, Nov. 19, 2013

e Criteria - Corporates - Ceneral: Corporate Mthodol ogy, Nov. 19, 2013

e General Criteria: Group Rating Methodol ogy, Nov. 19, 2013

e CGeneral Criteria: Methodology: Industry Risk, Nov. 19, 2013

e Ceneral Criteria: Methodol ogy: Managenent And Governance Credit Factors
For Corporate Entities And Insurers, Nov. 13, 2012

» CGeneral Criteria: Use O CreditWatch And Qutl ooks, Sept. 14, 2009

Ratings List
Rati ngs Affirned

EMG Uica LLC
Corporate Credit Rating B/ St abl e/ - -

Upgr aded; Recovery Rating Revised

To From
EMG Uica LLC
Seni or Secur ed B+ B
Recovery Rati ng 2(80% 3(60%

Certain ternms used in this report, particularly certain adjectives used to
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express our view on rating relevant factors, have specific neani ngs ascribed
to themin our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at ww. st andardandpoors.com for further
information. Conplete ratings information is available to subscribers of

Rati ngsDi rect at www. capitalig.com Al ratings affected by this rating action
can be found on the S& d obal Ratings' public website at

www. st andar dandpoors. com Use the Ratings search box located in the |eft

col um.
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