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Skipper: Major transmission tower player

Skipper (XS)QF, Not Covered, share price Rs141.00) is among the top-three domestic
manufacturers of power transmission towers. It has three segments: (1) power transmission
towers (90% of FY15 sales); (2) plastic pipes (7%); and (3) power transmission Engineering
Procurement and Construction (EPC) projects (3%). We met with management on 25
February 2016 and followed up with calls.

Towers: Backward integration, strategic plant locations

The addressable industry size for Skipper’s transmission towers is about Rs80bn annual
sales. The top-three names (KEC, Kalpataru and Skipper) account for around 35% share, of
which Skipper had nearly 15% as of FY15. The company believes its competitive advantages
are: (1) low-cost production due to backward integration and proximity to steel plants;

(2) proximity to ports; and (3) agreement for exclusive supply of towers to South America’s
largest transmission system operator. Skipper has a raw material pass-through clause with
its clients, such as Power Grid (about 80% of FY15 sales), resulting in stable EBIT margins.

Plastic pipes: Asset light, pan-India manufacturing reach
Skipper started manufacturing plastic pipes in 2009 for agriculture (75% of FY15 sales) and
housing (25% of FY15 sales). The key drivers of sales growth (46% sales CAGR over FY11-15)
were: (1) pan-India manufacturing and distribution reach; and (2) high product quality. Skipper
increased its PVC pipe capacity by 5x over FY11-15 to 12,500 tons and plans to further
increase it to 41,000 tons by 1QFY17.The pre-tax RoCE of the PVC pipe segment was 23% in
FY15 due to an asset-light lease model.

Growth, improving cash flow utilized to reduce leverage
Skipper reported 37% PAT CAGR over FY11-15 owing to: (1) 26% sales CAGR over FY11-15;
(2) economies of scale at strategic locations; and (3) backward integration in power
transmission towers. Cash flow conversion improved in FY14/15 as the working capital cycle
declined due to higher trade payables and lower inventory. Skipper utilized free cash flow
proceeds to reduce net debt-to-equity from 2.0x in FY13 to 1.1x in FY15.

Efficient capital allocation in competitive industry

In five years, the key sources of funds (operating cash flow: 58%, debt: 33%) have been
efficiently allocated by management in capex (44%) and interest paid (46%). It adopted an
asset-light model resulting in lower capex to sales ratio of 3% in FY15 vs 16% in FY11.

Corporate governance checks

The senior management positions such as managing director and heads of business
segments are held by the promoter family. We note three out of four independent directors
on Skipper’s board are also independent directors of another company, Century Plyboard.
Management remuneration CAGR of 32% may appear high, but is in line with FY10-15
employee expense CAGR of 37%. Auditors have not raised any qualifications. Auditors
highlighted taxes due on account of disputes of Rs20Tmn (32% of FY15 adjusted PAT).The
company has regularly taken loans from executive directors at low-interest rates and repaid
the loans in 12-24 months.
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Focus charts

Exhibit 1: Skipper operates in three segments of which transmission Table 1: Skipper Limited - Chronology of events
towers accounted for 90% of FY15 sales Year Event

1981 Company incorporated

1990  Started manufacturing telecom towers and masts
2001 Set up LPG cylinder manufacturing unit
SkipperLimited 2003 Set-up first tube mill

2005  Set up first galvanizing plant

2006  Secured first tower order from PGCIL for 400kV tower
2006  Manufacturing tie-up with Ramboll, Denmark

| | Commissioned Uluberia unit with first PVC unit and India's first double side
2009  tube galvanized iron plant
Powert(an§m|§5|ontowe PVCICPVC pipesand fastuct 2010 Set-up strip mill and angle mill for backward integration of tubes and towers
and distribution poles fifinas nirasucture 2013  Agreement with South America's largest transmission service operator
. % fFY1g 5l (3% of FY15 sales) 2015  Technology tie-up with Sekusui, Japan for CPVC pipes
(90%of FY15 sales) (% of FY13 sales) S
ource: Lompany data

Source: Company data

Chart 1: Skipper reported 26% total sales CAGR over FY11-15... Chart 2: 37% FY11-15 PAT CAGR led by economies of scale and
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Chart 3: Sharp uptick in domestic and export order inflow led to increase Chart 4: ...26% sales CAGR over FY11-15 ; EBIT margins increased due to
in transmission tower segment book-to-bill to 2.0x in FY15... backward integration and proximity to steel plants
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Chart 5: Sharp increase in share of export orders post tie-up with South
America’s largest transmission service operator...

Export order
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53%

Source: Company data

Chart 7: Skipper reported 46% sales CAGR over FY11-15 (on a low
base)in PVC pipes segment...

Chart 6: ....consequently, share of export revenues increased to 50% in
9MFY16
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Chart 8: Decline in working capital requirement led to strong operating
cash flow in FY14/FY15...
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Exhibit 2: ...due to pan-India manufacturing reach and high product

quality

...........

Source: BofA Merrill Lynch Global Research

Chart 9: ...which enabled the management to reduce net debt to equity
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Chart 10: Sources of funds over FY11-15
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Table 2: High Contingent liabilities (Rs mn): Performance guarantees for

Chart 11: Applications of funds over FY11-15
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Source: Company data
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Chart 12: Decline in the ratio of guarantees undertaken to order book

ongoing projects ratio
FY11 FY12 FY13 FY14 FY15 40% -
Claims not acknowledged as debt 45 48 47 0 0 35% -
30% H
Guarantees undertaken 1,318 1,215 1,208 2,120 2,919
25% A
Letter of Credit 775 0 0 0 0 20% -
Bills Discounted M7 0 0 0 0 15% 1
10% -
Other Disputed Claims 0 0 0 170 202 5%
b
Total Contingent Liabilities 2,455 1,263 1,255 2,291 3,121 0% - ; : : ;
FY11 FY13 FY14 FY15
as % of net worth 156% 77% 61% 99% 103%
Source: Company data m Guarantees undertaken as % of order book
Source: Company data
Table 3: Related Party transactions (Rs mn): Loans taken from directors at low interest rates
FY10 FY11 FY12 FY13 FY14 FY15
Rendering or receiving of service 8.9 14.4 17.2 17.2 33.6 374
Loan taken 77.9 590.2 655.5 198.2 128.2 137.9
Loan refunded 74.8 468.4 398.3 313.0 136.0 4247
Advance taken 54.7 37.3 - - - -
Advance given 0.0 - - - -
Advance received back 24 - - - -
Advance taken refunded 434 417 - - - -
Rent given 0.8 0.8 0.9 0.9 1.1 1.2
Sales and operations 4.7 21.7 - - - -
Payables 37.9 216.3 470.9 352.8 344.7 58.0
Receivable 0.6 5.6 - - - -
Interest paid 1.7 3.9 - - - -
Donation given 29 2.3 5.0
Source: Company data
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Skipper: Major integrated power
transmission tower manufacturer

Skipper is one of the world’s major power transmission tower manufacturing
companies, according to management. It is an integrated transmission tower
manufacturer with in-house manufacturing of angle rolling, tower, accessories and
fastener manufacturing and EPC line construction. The power transmission segment
accounts for 90% of the company’s revenue. In addition, it is a leading manufacturer of
polyvinyl chloride (PVC) and chlorinated polyvinyl chloride (CPVC) pipes in East India. The
company executes power transmission EPC projects in the infrastructure segment (3%
of FY15 revenues).

Exhibit 3: Skipper operates in three segments: power transmission Chart 13: ...power transmission segment accounts for about 90% of the
towers, PVC pipes and power transmission infrastructure projects... FY15 revenues
PVCICPVC nfrastructure
pipes %o/
7% °
Skipper Limited
Power
| | Power transmission
transmission 765kV towers
Power ransmission . 400KY towers 54%
PVC/CPVC pipes 36%
fower and and fitins Infrastructure
distibuton poles
Source: Company data Source: Company data
Company history
Skipper was incorporated in 1981 as a manufacturer of Hamilton poles used in the
power distribution sector. The company has evolved from a small power distribution
pole manufacturer to an integrated power transmission tower manufacturer. It has a
manufacturing tie-up with Ramboll, Denmark, for telecommunication towers and it
supplied 800kV transmission towers to Power Grid. The company signed an agreement
with South America’s largest transmission system operator for the exclusive supply of
towers to their projects in 2013.
The company set up its first PVC pipe manufacturing unit in 2009 in Uluberia. It formed a
tie-up with Sekusui, Japan for procurement of CPVC resin to manufacture CPVC pipes. The
key entry barrier to manufacture CPVC pipes is availability of raw material as CPVC resin is
manufactured by selective companies globally such as Sekusui, Lubrizol, Arkema, etc.
Table 4: Skipper Limited - Chronology of events
Year Event
1981 Company incorporated and commenced manufacturing Hamilton poles
1990 Started manufacturing telecom towers and masts
2001 Set up LPG cylinder manufacturing unit
2003 Set-up first tube mill
2005 Set up first galvanizing plant
2006 Secured first tower order from PGCIL for 400kV tower
2006 Manufacturing tie-up with Ramboll, Denmark
2009 Commissioned Uluberia unit with first PVC unit and India's first double side tube galvanized iron plant
2010 Set-up strip mill and angle mill for backward integration of tubes and towers
2013 Agreement with South America's largest transmission service operator
2015 Technology tie-up with Sekusui, Japan for CPVC pipes
Source: Company
__—
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Deep dive into Skipper’s segments

Skipper has three business segments: (1) power transmission towers (90% of FY15
sales), (2) plastic pipes (7%) and (3) power transmission EPC projects (3%).

1. Power transmission towers: Backward integration,

strategic location of plants close to steel plants, ports
Management said that Skipper is one of the leading transmission tower manufacturers:
among the top three in India and the top 10 globally. It estimates the addressable
industry volumes for Skipper’s transmission tower segment (above 220kV) is about Tmn
tons, equivalent to around Rs80bn annual sales. According to management, the domestic
industry reported about 10% CAGR over FY11-15.

The top-three names (KEC, Kalpataru and Skipper) account for around 35% share, of
which Skipper had nearly 15% as of FY15. Its top client is Power Grid, accounting for
about 80% of transmission tower revenue. Skipper’s transmission tower revenue has
increased at 26% CAGR in the last five years.

Skipper is one of the few transmission tower manufacturers to invest in (1) backward
integration through rolling mills and (2) horizontal integration by way of introducing
fasteners and accessories for transmission towers. Skipper took the following steps in
the last five years to: (1) manufacture key components of transmission towers and

(2) improve fuel efficiency:

o FY11: Commenced production at its rolling mill sector division and rolling mill strip
division

o FY12: Set up producer gas plant facility at its Uluberia plant, West Bengal to reduce
fuel cost

o FY13: Set-up the manufacturing facilities for nuts and bolts at its Uluberia plant,
West Bengal to increase backward integration

«  FY14: Started transmission line EPC business to offer a one-stop solution to its
customers

Further, Skipper’s plants are strategically located In East India, close to steel plants.
Steel accounts for 83% of the total raw material consumed in manufacturing
transmission towers. As a result, Skipper’s cost of production is lower than that of
domestic peers such as KEC and Kalpataru Power. According to management, lower cost
of production and a strong track record enabled the company to report 26% sales CAGR
over FY11-15.

BankofAmerica">/
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Chart 14: Skipper’s transmission tower segment book-to-bill increased Chart 15: ...owing to sharp pick-up in FY14/15 order inflow...
from 0.5x in FY13 to 2.0x in FY15...
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Chart 16: ...resulting in pick-up in volumes... Chart 17: ...higher utilization rate even after capacity expansion ...
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Skipper’s adjusted EBITA margins sharply increased from 9.9% in FY11 to 12% (without
forex gains) in FY15 owing to a) economies of scale at strategic locations close to the
steel manufacturing plants, thereby reducing freight costs and b) backward integration.
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Chart 18: ...led to 26% sales CAGR over FY11-15 Chart 19: EBIT margin improvement driven by higher economies of
scale, backward integration
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The company signed an agreement in 2013 with South America’s largest transmission
system operator for the exclusive supply of towers to their projects. This operator is
mainly located in Columbia, Peru and Chile.

The cost per tower for Skipper is 10% lower than its South American peers due to (1)
backward integration, (2) galvanization of steel is cheaper in India than in China or South
America, (3) proximity to steel plants and ports results in lower freight costs at
USS$80/ton, and (4) lower labor costs. As a result, Skipper secured significant orders
from South America, resulting in a higher share of export order book to 47% of total
book in FY15. Consequently, the share of export revenue increased to 50% in 9MFY16
vs 6% in SMFY15.

Chart 20: Sharp increase in share of export orders post tie-up with Chart 21: ...consequently, share of export revenues increased to 50% in
South America’s largest transmission service operator... 9IMFY16
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2. Water transportation: Asset light model, pan-India

manufacturing reach

The company started water transportation business in 2009 at Uluberia, West Bengal. It
manufactures plastic pipes (PVC and CPVC pipes and fittings). The key consumer
segments for the company are agriculture (75% of segment revenue) and housing (25%
of segment revenue). The key entry barrier to manufacture CPVC pipes is availability of
raw material as CPVC resin is manufactured by selective companies globally such as
Sekusui, Lubrizol, Arkema, etc. The company signed a tie-up with Sekusui, Japan, for
procurement of CPVC resin in 2015.

BankofAmerica">/
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According to management, one of the key competitive advantages of Skipper is pan-
India manufacturing capacity as PVC pipes are freight intensive. The company has four
operational projects: (1) Uluberia, East India; (2) Ahmedabad, West India; (3) Guwahati,
North East India (in trial phase) and (4) Sikanderabad, North India (recently
commissioned).

It plans to commission another plant in Hyderabad, South India by 1Q FY17. After full
commissioning of these five manufacturing plants, Skipper’s PVC pipes manufacturing
capacity will increase to 41,000 tons from 12,500 tons as on FY15. Further, the
company is periodically increasing its dealer network (650 dealers as of 3Q FY16).

Exhibit 4: Despite small capacity as compared to larger national peers, Skipper has a pan-India
manufacturing reach thereby reducing freight cost
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The company reported FY11-15 sales CAGR of 46% led an by increase in manufacturing
and distribution reach, and high product quality. The company adopted an asset light
lease model for PVC pipes whereby the company takes land and PVC pipe manufacturing
equipment on lease.
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Chart 22: Capacity expansion based on asset light business model... Chart 23: ...led to increase in PVC pipes volumes sold
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Supreme and Finolex Industries are leading PVC pipe domestic manufacturers. These
companies have set a precedent of almost 100% pass through of change in raw material
prices to customers. Skipper also follows a similar policy for change in raw material
prices resulting in stable EBIT margins for PVC pipes segment.
Chart 24: ..and 46% FY11-15 sales CAGR Chart 25: PVC pipe segment margins have been stable in the last three
ears
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3. Infrastructure: Power T&D EPC projects
The infrastructure segment comprises of power T&D EPC projects as well as trenchless
technology services for underground installation of utilities. The company’s sales
witnessed a 65% CAGR over FY11-15 from a low base.
Bankof America %%
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Chart 26: Sales CAGR of 65% over FY11-15 Chart 27: EBIT margins have been in the range of 24-40% in the last five
ears
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Financial performance: in expansion mode

Skipper reported 26% sales CAGR over FY11-15 led by: (1) 25% sales CAGR in power
transmission and towers and (2) 46% sales CAGR in water transportation, albeit on a
low base. Water transportation accounts for 7% of Skipper’s total sales. Power
transmission tower revenue growth was driven by market-share gains in orders
tendered by Power Grid. Note Power Grid accounts for 80-85% of total power
transmission towers revenue. Water transportation revenue growth was led by capacity
expansion and market share gains from unorganized players.

In the last three quarters, Skippers’ sales growth was hampered by lower metal and
crude oil prices. The company reported 20% YoY volume growth in power transmission
tower segment in 3Q FY16, but the segment sales growth was only 13% YoY due to 7%
YoY lower realization.

Chart 28: Skipper reported 26% sales CAGR over FY11-15... Chart 29: ...led by consistent growth in power transmission towers sales
and sharp rise in PVC pipes revenues
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Skipper’s adjusted EBITA margins rose sharply from 9.5% in FY11 to 14.2% in FY15
owing to economies of scale at strategic locations close to the steel manufacturing
plants thereby reducing freight costs, and backward integration. In addition, the
company shut down its loss making steel pipe manufacturing facility in FY14.

Table 5: Skipper - manufacturing facilities
Engineering Products (MTPA) PVC Pipes & Fittings Products (MTPA)

Uluberia - Kolkata (WB) 70,000 15,000
Unit 1 - Kolkata (WB) 69,000 0
BCTL - Kolkata (WB) 36,000 0
Ahmedabad 0 10,000
Guwahati 0 4,000
Sikanderabad 0 6,000
Hyderabad 0 6,000
Total 1,75,000 41,000

Source: Company data

Skipper has a cost escalation pass-through clause with its customers for change in raw
material prices such as steel, zinc. Thus, its 9M FY16 EBITDA margin was stable at
13.5% resulting in @ 22.3% YoY increase in 9M FY16 EBITDA, in line with 9M FY16 sales
growth of 24.3%.
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Chart 30: Rise in EBITDA margins due to backward integration at Chart 31: ...as the company has raw material variation pass through
strategic locations; Despite commodity price decline 9MFY16 margins clause in the contract
stable... PVC Resin Others
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Skipper reported 37% PAT CAGR in FY11-15 led by: (1) economies of scale and
backward integration in power transmission and tower and (2) a continuing increase in
manufacturing reach in PVC pipes segment. The company increased PVC pipe
manufacturing capacity from 2,500 tons in FY11 to 12,500 tons in FY15, a five-fold
increase. It plans to further increase PVC pipe manufacturing capacity to 41,000 tons by
1Q FY17.
Chart 32: 37% FY11-15 PAT CAGR led by economies of scale and backward integration in power
transmission & tower segment and increase in manufacturing reach in PVC pipes segment
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Source: Company data
Improving cash flow; strengthening balance sheet
Skipper’s working capital cycle declined from 38% of sales in FY11 to 25% in FY15 due
to lower inventory days and higher trade payable days. However, trade receivable days
increased to 112 from 95 in FY15 due to an increase in power transmission tower
business share. According to management, stable trade receivable days in transmission
and towers segment are about 90 and trade receivable days in PVC pipes are about 15-
30.
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Chart 33: WOI’kiI‘Ig capital cycle as % of sales declined since FY11... Table 6: ..led by lower inventory days and h|gher trade payable days

40% - Days FY11 FY12 FY13 FY14 FY15
Inventory days based on COGS 120 113 109 112 95
Total Receivable days based on sales 54 57 59 66 85
Loans and advances based on sales 19 22 22 16 13

35% A

30% A

Trade payables based on sales 12 30 45 46 57
Other current liabilities including advances from

25% A clients based on sales 12 23 19 8 15
Working capital days 169 138 125 140 121

20% A Source: Company,data

15% L T T T T T

FY10 FY11 FY12 FY13 FY14 FY15

m Working Capital as % of sales

Source: Company data

Skipper’s receivables more than six months to total receivables has consistently
declined in the last five years from around 16% in FY10 to 4% in FY15.

Table 7: Consistent decline in receivables more than six month to total receivables
FY10 FY11 FY12 FY13 FY14 FY15

Receivables more than six months (Rs mn) 951 701 831 76 932 146.5
Total Receivables (Rs mn) 607 921 1,449 1549 2318 3,758
Receivables more than six months as % of total receivables  15.7% 7.6% 57% 4.9% 4.0% 3.9%
Receivable more than six months days based on sales 8 5 4 3 4 4

Source: Company data

Company utilized free cash flow proceeds to reduce leverage

Operating and free cash flow of the company improved in FY14 and FY15 owing to
lower working capital requirements led by an increase in trade payables. The company
utilized internal accruals to reduce net debt to equity from 2.2x in FY11 to 1.1x in FY15.
According to management, the company plans to further reduce long-term borrowing.

Chart 34: Decline in working capital requirement led to strong operating Chart 35: ..which enabled the management to reduce net debt to equity
cash flow in FY14/FY15...
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Efficient capital allocation in competitive
industry

The key sources of funds for Skipper in the last five years have been operating cash
flow and debt. Equity infusion accounted for only 7% of the sources of funds in FY11-
15. The company issued Rs290mn redeemable non-cumulative preference shares in
FY11. It issued 27mn shares to raise Rs513mn in FY13 and repay preference
shareholders.

Capex accounted for 44% of application of funds over FY11-15 as Skipper increased
manufacturing capacity of transmission towers and PVC pipes in the last five years. The
share of interest paid is 46% of application of funds over FY11-15 due to high leverage
from FY11-14 (average net debt to equity of 1.9x) and high average cost of debt. Note
that the net debt to equity dropped to 1.1x as of FY15.

Chart 36: Sources of funds over FY11-15 Chart 37: Applications of funds over FY11-15
Interest + Dividend paid Investments
dividend 1% 0%
income

2%
Debt
0
33% Capex
Interest paid 44%
46%
Operating
cash flow
58%
Increase in
Equity cash &
infusion T equivalents
7% 9%
Source: Company data Source: Company data
Skipper’s ROE increased from 12-13% over FY11-14 to 23% in FY15 due to an increase
in EBIT margins and higher asset turnover.
Table 8: Du Pont analysis - Increase in ROE led by higher EBIT margins Chart 38: Increase in RoCE led by higher EBIT margins
and higher asset turnover 18% 95
0 r .

FY10 FY11 FY12 FY13 FY14 FY15

16% -
Recurring PAT / PBT % 65.9% 699% 67.7% 674% 733% 65.3% 14%

12% -

PBT /EBIT (x) 0.66 0.59 0.29 0.36 0.36 0.67 10% L 15
b
8% -
EBIT / Sales % 74% 82% 66% 84% 96% 125% L 1.0
6% -
Sales/ Avg Assets (x) 1.80 1.86 227 2.41 2.38 2.66 4% - 05
2% -
Assets / Avg Net worth % 2.11 2.08 2.10 2.09 2.06 1.83 0% - . . : ; L .

FY11 FY12 FY13 FY14 FY15

Recurring ROE 122% 132% 62% 101% 123% 23.1%

= RoCE Net debt to equity (x)
Source: Company data
Source: Company data

Skipper’s capex to sales ratio was high in FY10/11 as it increased manufacturing
capacity of transmission towers and commissioned manufacturing of rolling mills for
backward integration in FY10/11. The company incurred only Rs227mn in capex to
increase PVC pipe manufacturing capacity from 2,500 tons in FY11 to 12,500 tons in
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FY15 as it adopted an asset-light leasing model. As a result, the company’s capex to
sales ratio has declined from 16% in FY11 to 3% in FY15. According to management,
the company will incur capex of about Rs500mn in FY17.

Chart 39: Decline in capex to sales ratio due to asset light business Chart 40: ... transmission towers segment accounts for majority of the
model in PVC pipes segment capex
o —
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Source: Company data Source: Company data,
Chart 41: Strong capex led to 25% CAGR in total assets over FY10-15 Chart 42: ...of which transmission and towers segment accounts for 88%
of the total assets
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Corporate governance checks

Promoters hold senior management positions

The key senior management positions are held by the promoter Sajan Bansal (Managing
Director) and his three sons: (1) Sharan Bansal, head of the tower manufacturing and
EPC business, (2) Devesh Bansal, head of the tubes and tubular division and (3)
Siddharth Bansal, head of the PVC pipe segment.

Table 9: Board of Directors

Date of
Name Designation Other directorships appointment Description
Bansal TMT Steels, Skipper Prior to Managing Director, Mr Bansal was a Director at Skipper Limited since
iInfrastructure, Cement Manufacturing 1984. He has more than 25 years of experience in steel and engineering
Co, Skipper Tele - Link, Swasti industry. He served as an Independent Director at Century Plyboards (India)
Agencies, Riangdo Veneers and ifrom July, 2013 to May, 2014. He served as Director of Century Plyboards
Sajan Kumar Bansal  iPromoter, Managing Director :Transcend Infrastructure 2007 (India) Limited from December 2006 to March, 2011.
Mr. Bansal is a graduate in Mechanical Engineering and heads the
Sharon Bansal Promoter, Director N.A. 2002 iransmission tower manufacturing and EPC business of the Company
He served as the Managing Director of Skipper Steels Limited from April 1,
2007 to March 31, 2010. He heads the Tubes and Tubular
Devesh Bansal Promoter, Director N.A. 2007 Product divisions of the company
He spearheaded the Company's first diversification into non-steel products. He
Siddharth Bansal Promoter, Director N.A. 2010 is responsible for the fast growing PVC pipe manufacturing divisions.

Source: Company data

Independent directors

The ratio of independent directors (excluding the Chairman) to executive directors is 1:1.
Three of the four independent directors are also on the board of Century Plyboard, a
plyboard manufacturing company based in Kolkata, West Bengal.

Table 10: Independent directors

Date of
Name Designation Other directorships appointment:Description

He has over 30 years of experience in State & Central Government
governance and before served as the Chief Secretary, Government of West
Bengal. Mr. Deb holds a Masters Degree in Political Science from Allahabad

Amit Kiran Deb Chairman India Power Corporation, Emami 2010University and had Joined the Indian Administrative Service (IAS) in 1971
In his 40 year service career, he has served as Managing Director as well as
Manindra Nath Century Plyboards and Star Ferro & Chairman of over 10 State Government undertakings. He has also worked in
Banerjee Independent Director Cement 2007 :Durgapur Steel plant on deputation from State Government.
Adhunik Industries, Jai Balaji He was the Managing Director of Durgapur steel plant and a Director on the
Shyam Bahadur Singh iIndependent Director Industries 2009:Board of SAL in 1993. He holds a B.Sc in Metallurgical Engineering

Mrs. Binani is presently Vice-President of the Institute of Company Secretary of
India and occupied as one of the leading practicing Company Secretary from
Century Plyboards and GPT the eastern India. Her professional career includes 17 years of experience in
Mamta Binani Independent Director Infrapojects 2015icorporate consultation & advisory.

He served as an Executive Chairman and Managing Director of Allahabad
Bank from December, 2009 to August, 2012. Mr. Dua served as a General
Manager of Oriental Bank of Commerce. He has been Chairman of the Board
of Board for Industrial & Financial Reconstruction since May, 2015. He served
Oriental Bank of Commerce, Century ias an Executive Director of Allahabad Bank from November, 2007 to August,
Joginder Pal Dua Independent Director Plyboards 2016:2012.

Source: Company data

Management remuneration not a concern

The FY10-15 management remuneration CAGR of 32% appears high, but is in line with
the employee cost CAGR of 37% in FY10-15. The management remuneration to PAT
ratio has been volatile due to volatility in the PAT.
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Table 11: Remuneration of directors and key managerial personnel

Rs mn FY10 FY11 FY12 FY13 FY14 FY15
Key management remuneration 8.8 14.8 16 216 324 36.3
% YoY 68% 8% 35% 50% 12%
% of revenues 0.2% 0.3% 0.2% 0.2% 0.3% 0.3%
% of EBITDA 2.5% 3.0% 2.6% 24% 2.7% 1.6%
% of PAT 6.5% 8.4% 16.2% 11.5% 12.0% 4.1%

Source: Company data

Shareholding pattern: High retail participation

We have limited history for Skipper’s shareholding pattern as the company was recently
listed on the BSE exchange in August 2014. The promoter shareholding has largely been
unchanged in the last seven quarters. While the retail segment continues to be major
non-promoter shareholders of Skipper, institutional investors such as DSP Blackrock and
First State have bought stakes in the company in the last six months.

Chart 43: Promoter shareholding constant at 72% in the last seven Table 12: Key institutional investors in Skipper Limited
quarters Number of Percentage of outstanding
100 Holder Name shares shares (%)
920 DSP Blackrock Investment 2,339,996 2.29
38 First State Investments 713,390 0.70
60 Canara Robeco Asset Management 573,000 0.56
50 Indiabulls Asset Management 15,921 0.02
40 Source: Company data
30
20
10
0
o 0 0 o © © ©
g g g g g e g
~ N ™ < ~ N o
m Promoter = Non-promoter
Source: BSE

Below is a list of insider trades for Skipper.

Table 13: Insider trading

Trade Date Participants Net Buy (number of shares)
11/21/2014 Siddharth Bansal 2,400,000
11/7/2014 Shakar Lal Poddar 200
10/29/2014 Devesh Bansal 1,260,000
9/15/2014 Indo Jatalia Holdings 705,000

Source: Bloomberg

High contingent liabilities: Performance guarantees for
ongoing projects

The average contingent liability to net worth of the company was high at 99% over
FY11-15 due to performance guarantees for ongoing projects. We note the ratio of
performance guarantees to order book has declined from 34% in FY11 to 12% in FY15.
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Table 14: Contingent liabilities (Rs mn) Cha'rt 44: Decline in the ratio of guarantees undertaken to order book
FY11 FY12 FY13 FY14 FY15 ratio
0, -
Claims not acknowledged as debt 45 48 47 0 0 40%
35% A
Guarantees undertaken 1,318 1,215 1,208 2,120 2,919 30% -
Letter of Credit 775 0 0 0 0 25%
. 20% A
Bills Discounted 317 0 0 0 0
15% -
Other Disputed Claims 0 0 0 170 202 10% -
Total Contingent Liabilities 2,455 1,263 1,255 2,291 3,121 5%
0% = T T T T
as % of net worth 156% 77% 61% 99% 103% FY11 FY12 FY13 FY14 FY15

Source: Company data
m Guarantees undertaken as % of order book

Source: Company data

No qualifications by auditors

The company changed its statutory auditors from Patanjali & Company to Singhi &
Company in FY15. The auditors have made no qualifications about the company in the
last five annual reports. The auditors have highlighted: (1) taxes due on account of
dispute and the forum where dispute is pending and (2) loans taken by the company
from related parties.

Table 15: Changes in auditor

Year Auditor Qualifications (if any)
FY11 M/s Patanjali & Co No
FY12 M/s Patanjali & Co No
FY13 M/s Patanjali & Co No
FY14 M/s Patanjali & Co No
FY15 M/s. Singhi & Company No

Source: Company data

The auditor’s remuneration was low at 0.1-0.2% of PBT in the last six years.

Table 16: Auditor's remuneration

Key parameters (Rs mn) FY10 FY11 FY12 FY13 FY14 FY15
Auditors remuneration 0.2 0.2 0.3 0.3 0.5 1.2
YoY growth (%) 0% 50% 0% 67% 140%
Auditors remuneration as % of PBT 0.1% 0.1% 0.2% 0.1% 0.1% 0.1%

Source: Company data

Tax dues as of March 2015, equivalent to 32% of FY15 PAT
Total outstanding taxes due on account of disputes were Rs201mn, equivalent to 32%
of Skipper’s recurring FY15 PAT of Rs618mn.

Table 17: Taxes due on account of dispute of Skipper Limited as on FY15

Name of statue Amount (Rs mn) Period to which amount relates Forum where dispute is pending
West Bengal Sales 13.7 2005-06 West Bengal Com. Taxes Appellate
Tax Act 1994 10.6 2006-07 & Revisional Board
West Bengal Value 50.2 2009-10 Additional Commissioner of Commercial Taxes, Kolkata
Added Tax Act, 2003 52.9 2010-11 Joint Commissioner of Commercial
3.8 2011-12 Taxes, Kolkata
Central Sales Tax 12.2 2005-06 West Bengal Com. Taxes Appellate
Act 1956 2.3 2006-07 & Revisional Board
1.0 2006-07 Joint Commissioner of Commercial
24.6 2010-11 Taxes, Kolkata
217 2011-12
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Table 17: Taxes due on account of dispute of Skipper Limited as on FY15

Name of statue Amount (Rs mn) Period to which amount relates Forum where dispute is pending
The Central Excise 2 2005-06 Commissioner Appeals (Central
Act, 1944 T 2007-08 Excise), Kolkata
3 2010-11 Commissioner (Appeals |) — Central

1.2 2007-08 & 2008-09 Excise Kolkata
Service Tax under 4 2005-06 Customs, Excise and Service Tax
Finance Act, 1994 A 2007-08 Appellate Tribunal, Kolkata

5.6 2007-08 Commissioner (Appeals), Service Tax, Kolkata
Total 201.5

Source: Company data

Related party transaction: Loans taken from directors at low

interest rates

The company has periodically taken loans from executive directors of the company at
low interest rates as shown below. These loans have been repaid by the company within

12-24 months.

Table 18: Related party transactions (Rs mn)

FY10 FY11 FY12 FY13 FY14 FY15
Rendering or receiving of service 8.9 14.4 17.2 17.2 33.6 374
Loan taken 77.9 590.2 655.5 198.2 128.2 137.9
Loan refunded 74.8 468.4 398.3 313.0 136.0 424.7
Advance taken 54.7 37.3 - - - -
Advance given 0.0 - - - -
Advance received back 2.4 - - - -
Advance taken refunded 434 41.7 - - - -
Rent given 0.8 0.8 0.9 0.9 1.1 1.2
Sales and operations 4.7 27.7 - - - -
Payables 37.9 216.3 470.9 352.8 344.7 58.0
Receivable 0.6 5.6 - - - -
Interest paid 1.7 3.9 - -
Donation given 2.9 2.3 5.0
Source: Company data
Bankof America %%

20 Skipper Limited | 16 March 2016

Merrill Lynch



Financial summary - standalone

Table 19: Skipper - Standalone Profit & Loss statement

FY ends on Mar31st, (Rs mn) FY11 FY12 FY13 FY14 FY15
Net Sales 5,183 7,629 9,282 10,731 13,033
Raw Material Cost (3,933) (5,582) (6,829) (7,600) (8,797)
Staff cost (107) (154) (173) (242) (305)
Other expenditure (653) (1,270) (1,377) (1,707) (2,077)
Total Operating Expenditure (4,692) (7,006) (8,378) (9,549) (11,179)
EBITDA 490 623 903 1,182 1,853
Depreciation & Amortization (66) (117) (126) (151) (220)
EBIT 425 506 778 1,031 1,633
Interest Expenses (218) (368) (514) (685) (704)
Interest & Other Income 46 8 14 21 17
PBT 253 146 278 367 946
Total Taxes (76) (47) (91) (98) (328)
Tax Rate (%) 30.1% 32.3% 32.6% 26.7% 34.7%
Recurring PAT post minority 176 99 187 269 618
Extraordinary Income (13) (1) 0 0 277
Reported PAT 164 98 187 269 894

Source: Company, BofA Merrill Lynch Global Research

Table 20: Skipper - Standalone Balance Sheet

FY ends on Mar31st, (Rs mn) FY11 FY12 FY13 FY14 FY15
Equity Share Capital 70 70 97 102 102
Reserves & Surplus 1,501 1,565 1,964 2,209 2,936

Net worth 1,572 1,635 2,061 2,312 3,039
Minority Interest - -

Long Term Borrowings 1,562 1,750 1,948 2,281 1,662
Deferred Tax Liability, Net 94 111 181 218 265
Other LT Liabilities & Provisions - 7 16 10 -
Non-Current Liabilities 1,656 1,868 2,145 2,509 1,927
NETWORTH & LIABILITIES 3,228 3,504 4,206 4,820 4,966
Gross Block 2,255 3,117 3,675 3,943 4,295
CWIP 335 21 36 83 35
Net Fixed Asset 2,416 2,848 3,298 3,468 3,547
Long Term investments - - - - -
LT L&A and other Non-current assets - 7 9 21 31
Non-current Assets 2,416 2,855 3,307 3,489 3,578
Current Investments

Inventories 1,761 1,689 2,378 2,290 2,282
ST Trade Receivables 921 1,449 1,549 2,318 3,758
Cash & Bank 69 86 128 263 561
ST L&A and other Non-current assets 295 614 507 455 458
Current Assets 3,045 3,839 4,562 5,326 7,059
ST & CM of LT Borrowings 1,909 1,244 2,295 2,114 2,166
Trade Payables 147 1,120 1,162 1,563 2,492
Other Current Liabilities 164 791 195 293 803
ST Provisions 13 35 12 25 210
Current Liabilities 2,233 3,190 3,662 3,995 5,671
Net Current Assets 812 648 900 1,331 1,388
TOTAL ASSETS 3,228 3,504 4,206 4,820 4,966

Source: Company data
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Table 21: Skipper - Standalone Cash Flow statement

FY ends on Mar31st, (Rs mn) FY11 FY12 FY13 FY14 FY15
PBT 253 146 278 367 946
Add: Depreciation 66 117 126 151 220
Add: Interest Expenses 218 368 514 685 704
Less: Interest & Other Income (46) 8) (14) (21) (17)
Less: Current Tax (44) (31) (20) (61) (279)
Profit from operations 446 592 884 1,120 1,574
- Change in Inventory (932) 71 (689) 88 8
- Change in Trade Receivables (314) (529) (99) (770) (1,440)
- Change in Other CA, Loans & Advances (63) (320) 107 53 (3)
- Change in Current liabilities & provisions (63) 1,623 (579) 514 1,624
- Change in Other non-current assets & liabilities - 7 8 (6) (12)
Changes in Working Capital (1,372) 853 (1,251) (122) 177
Cash from Operating activities (926) 1,446 (368) 999 1,751
Capex (680) (548) (574) (315) (304)
Changes in Investments 2 - - - -
Interest & Other Income 46 8 14 21 17
Cash from Investing activities (645) (543) (561) (299) (6)
Changes in Share Capital 290 - (263) 5 -
Changes in Reserve & Surplus 20 1 513 (5) )
Changes in Minority interest - - - - -
Changes in Debt 1,478 (477) 1,249 152 (566)
Dividend paid (12) (12) (35) (11 (18)
Interest Expense (218) (368) (514) (685) (704)
Cash from Financing activities 1,558 (856) 949 (545) (1,296)
Changes in Cash & Bank (12) 47 20 154 449
Source: Company data
Table 22: Skipper - Standalone Key Ratios & Valuations
FY ends on Mar31st, (Rs mn) FY11 FY12 FY13 FY14 FY15
Per Share
Recurring EPS (Rs) 25 1.4 1.9 2.6 6.0
BVPS (Rs) 22.3 23.2 21.2 22.6 29.7
DPS (Rs) 0.2 04 0.1 0.2 1.3
Free Cash Flow / share (Rs) (22.8) 12.8 9.7) 6.7 14.1
Valuations
Rec P/E (x) 56.2 100.5 734 53.6 234
P/BV (x) 6.3 6.1 6.7 6.2 4.7
Dividend Yield (%) 0.1% 0.3% 0.1% 0.1% 0.9%
Gearing Ratios
Net Debt / Equity (x) 22 1.8 2.0 1.8 1.1
Interest Coverage (x) 1.9 14 1.5 15 2.3
Growth (%)
Sales Growth (%) 22.7% 47.2% 21.7% 15.6% 21.5%
EBITDA Growth (%) 42.0% 27.0% 45.1% 30.8% 56.8%
EBIT Growth (%) 35.5% 19.0% 53.8% 32.6% 58.4%
PBT Growth (%) 22.7% -42.2% 90.3% 32.2% 157.7%
Rec EPS Growth % 30.2% -44.0% 36.9% 36.9% 129.5%
BV Growth % 41.6% 4.0% -8.9% 6.8% 31.4%
Margins (%)
EBITDA Margin (%) 9.5% 8.2% 9.7% 11.0% 14.2%
EBIT Margin (%) 8.2% 6.6% 8.4% 9.6% 12.5%
PBT Margin (%) 4.9% 1.9% 3.0% 3.4% 7.3%
Rec PAT Margin (%) 3.4% 1.3% 2.0% 2.5% 4.7%
Return Ratios
Dividend Payout (%) 6.0% 30.6% 5.2% 5.7% 21.5%
RoCE (%) 7.9% 7.0% 9.5% 11.5% 15.3%
Rec. RoE (%) 13.2% 6.2% 10.1% 12.3% 23.1%
Source: Company, BofA Merrill Lynch Global Research
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BofA Merrill Lynch Research Personnel (including the analyst(s) responsible for this report) receive compensation based upon, among other factors, the overall profitability of Bank of America
Corporation, including profits derived from investment banking. The analyst(s) responsible for this report may also receive compensation based upon, among other factors, the overall
profitability of the Bank’s sales and trading businesses relating to the class of securities or financial instruments for which such analyst is responsible.

Other Important Disclosures

Officers of MLPF&S or one or more of its affiliates (other than research analysts) may have a financial interest in securities of the issuer(s) or in related investments.

From time to time research analysts conduct site visits of covered issuers. BofA Merrill Lynch policies prohibit research analysts from accepting payment or reimbursement for travel expenses
from the issuer for such visits.

BofA Merrill Lynch Global Research policies relating to conflicts of interest are described at http://go.bofa.com/coi.

BofA Merrill Lynch includes Merrill Lynch, Pierce, Fenner & Smith Incorporated ("MLPF&S") and its affiliates. Investors should contact their BofA Merrill Lynch representative or
Merrill Lynch Global Wealth Management financial advisor if they have questions concerning this note. "BofA Merrill Lynch" and "Merrill Lynch” are each global brands for BofA
Merrill Lynch Global Research.

Information relating to Non-US affiliates of BofA Merrill Lynch and Distribution of Affiliate Research Notes:

MLPF&S distributes, or may in the future distribute, Issuer Visit Notes (the 'notes’) of the following non-US affiliates in the US (short name: legal name): BAMLI Paris: Bank of America Merrill
Lynch International Limited, Paris Branch; Merrill Lynch (Frankfurt): Merrill Lynch International Bank Ltd., Frankfurt Branch; Merrill Lynch (South Africa): Merrill Lynch South Africa (Pty) Ltd.;
Merrill Lynch (Milan): Merrill Lynch International Bank Limited; MLI (UK): Merrill Lynch International; Merrill Lynch (Australia): Merrill Lynch Equities (Australia) Limited; Merrill Lynch (Hong
Kong): Merrill Lynch (Asia Pacific) Limited; Merrill Lynch (Singapore): Merrill Lynch (Singapore) Pte Ltd.; Merrill Lynch (Canada): Merrill Lynch Canada Inc; Merrill Lynch (Mexico): Merrill Lynch
Mexico, SA de CV, Casa de Bolsa; Merrill Lynch (Argentina): Merrill Lynch Argentina SA; Merrill Lynch (Japan): Merrill Lynch Japan Securities Co., Ltd.; Merrill Lynch (Seoul): Merrill Lynch
International Incorporated (Seoul Branch); Merrill Lynch (Taiwan): Merrill Lynch Securities (Taiwan) Ltd.; DSP Merrill Lynch (India): DSP Merrill Lynch Limited; PT Merrill Lynch (Indonesia): PT
Merrill Lynch Indonesia; Merrill Lynch (Israel): Merrill Lynch Israel Limited; Merrill Lynch (Russia): 000 Merrill Lynch Securities, Moscow; Merrill Lynch (Turkey 1.B.): Merrill Lynch Yatirim Bank
AS; Merrill Lynch (Turkey Broker): Merrill Lynch Menkul Degerler A.$.; Merrill Lynch (DIFC): Merrill Lynch International (DIFC Branch); MLPF&S (Zurich rep. office): MLPF&S Incorporated Zurich
representative office; Merrill Lynch (Spain): Merrill Lynch Capital Markets Espana, SAS.V.; Merrill Lynch (Brazil): Bank of America Merrill Lynch Banco Multiplo S.A.; Merrill Lynch KSA Company:
Merrill Lynch Kingdom of Saudi Arabia Company.

This note has been approved for publication and is distributed in the United Kingdom to professional clients and eligible counterparties (as each is defined in the rules of the Financial Conduct
Authority and the Prudential Regulation Authority) by Merrill Lynch International and Bank of America Merrill Lynch International Limited, which are authorized by the Prudential Regulation
Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority, and is distributed in the United Kingdom to retail clients (as defined in the rules of the
Financial Conduct Authority and the Prudential Regulation Authority) by Merrill Lynch International Bank Limited, London Branch, which is authorised by the Central Bank of Ireland and subject
to limited regulation by the Financial Conduct Authority and Prudential Regulation Authority - details about the extent of our regulation by the Financial Conduct Authority and Prudential
Regulation Authority are available from us on request; has been considered and distributed in Japan by Merrill Lynch Japan Securities Co,, Ltd., a registered securities dealer under the Financial
Instruments and Exchange Act in Japan; is distributed in Hong Kong by Merrill Lynch (Asia Pacific) Limited, which is regulated by the Hong Kong SFC and the Hong Kong Monetary Authority is
issued and distributed in Taiwan by Merrill Lynch Securities (Taiwan) Ltd,; is issued and distributed in India by DSP Merrill Lynch Limited; and is issued and distributed in Singapore to
institutional investors and/or accredited investors (each as defined under the Financial Advisers Regulations) by Merrill Lynch International Bank Limited (Merchant Bank) and Merrill Lynch
(Singapore) Pte Ltd. (Company Registration No.'s F 06872E and 198602883D respectively). Merrill Lynch International Bank Limited (Merchant Bank) and Merrill Lynch (Singapore) Pte Ltd. are
regulated by the Monetary Authority of Singapore. Bank of America N.A,, Australian Branch (ARBN 064 874 531), AFS License 412901 (BANA Australia) and Merrill Lynch Equities (Australia)
Limited (ABN 65 006 276 795), AFS License 235132 (MLEA) distributes this note in Australia only to 'Wholesale' clients as defined by 5.761G of the Corporations Act 2001. With the exception
of BANA Australia, neither MLEA nor any of its affiliates involved in preparing this note is an Authorised Deposit-Taking Institution under the Banking Act 1959 nor regulated by the Australian
Prudential Regulation Authority. No approval is required for publication or distribution of this note in Brazil and its local distribution is made by Bank of America Merrill Lynch Banco Mltiplo S.A.
in accordance with applicable regulations. Merrill Lynch (DIFC) is authorized and regulated by the Dubai Financial Services Authority (DFSA). Notes prepared and issued by Merrill Lynch (DIFC)
are prepared and issued in accordance with the requirements of the DFSA conduct of business rules.

BAMLI Frankfurt distributes this note in Germany. BAMLI Frankfurt is regulated by BaFin.

This note has been prepared and issued by MLPF&S and/or one or more of its non-US affiliates. MLPF&S is the distributor of this note in the US and accepts full responsibility for notes of its
non-US affiliates distributed in the US. Any US person receiving this note and wishing to effect any transaction in any security discussed in the note should do so through MLPF&S and not such
foreign affiliates. Hong Kong recipients of this research report should contact Merrill Lynch (Asia Pacific) Limited in respect of any matters relating to dealing in securities or provision of specific
advice on securities. Singapore recipients of this research report should contact Merrill Lynch International Bank Limited (Merchant Bank) and/or Merrill Lynch (Singapore) Pte Ltd in respect of
any matters arising from, or in connection with, this research report.

General Investment Related Disclosures:

Taiwan Readers: Neither the information nor any opinion expressed herein constitutes an offer or a solicitation of an offer to transact in any securities or other financial instrument. No part of
this report may be used or reproduced or quoted in any manner whatsoever in Taiwan by the press or any other person without the express written consent of BofA Merrill Lynch.

This note provides general information only. Neither the information nor any opinion expressed constitutes an offer or an invitation to make an offer, to buy or sell any securities or other
financial instrument or any derivative related to such securities or instruments (e.g., options, futures, warrants, and contracts for differences). This note is not intended to provide investment
advice and it does not take into account the specific investment objectives, financial situation and the particular needs of any specific person. Investors should seek financial advice regarding
the appropriateness of investing in financial instruments and implementing investment strategies discussed or recommended in this note and should understand that statements regarding
future prospects may not be realized. Any decision to purchase or subscribe for securities in any offering must be based solely on existing public information on such security or the information
in the prospectus or other offering document issued in connection with such offering, and not on this note.

Securities and other financial instruments discussed in this note, or offered or sold by Merrill Lynch, are not insured by the Federal Deposit Insurance Corporation and are not deposits or other
obligations of any insured depository institution (including, Bank of America, N.A.). Investments in general and, derivatives, in particular, involve numerous risks, including, among others, market
risk, counterparty default risk and liquidity risk. No security, financial instrument or derivative is suitable for all investors. In some cases, securities and other financial instruments may be
difficult to value or sell and reliable information about the value or risks related to the security or financial instrument may be difficult to obtain. Investors should note that income from such
securities and other financial instruments, if any, may fluctuate and that price or value of such securities and instruments may rise or fall and, in some cases, investors may lose their entire
principal investment. Past performance is not necessarily a guide to future performance. Levels and basis for taxation may change.

Foreign currency rates of exchange may adversely affect the value, price or income of any security or financial instrument mentioned in this note. Investors in such securities and instruments,
including ADRs, effectively assume currency risk.

UK Readers: The protections provided by the UK. regulatory regime, including the Financial Services Scheme, do not apply in general to business coordinated by BofA Merrill Lynch entities
located outside of the United Kingdom. BofA Merrill Lynch Global Research policies relating to conflicts of interest are described at http://go.bofa.com/coi.
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Officers of MLPF&S or one or more of its affiliates (other than research analysts) may have a financial interest in securities of the issuer(s) or in related investments.

MLPF&S or one of its affiliates is a regular issuer of traded financial instruments linked to securities that may have been discussed in this note. MLPF&S or one of its affiliates may, at any time,
hold a trading position (long or short) in the securities and financial instruments discussed in this note.

In the event that the recipient received this note pursuant to a contract between the recipient and MLPF&S for the provision of research services for a separate fee, and in connection therewith
MLPF&S may be deemed to be acting as an investment adviser, such status relates, if at all, solely to the person with whom MLPF&S has contracted directly and does not extend beyond the
delivery of this note (unless otherwise agreed specifically in writing by MLPF&S). MLPF&S is and continues to act solely as a broker-dealer in connection with the execution of any transactions,
including transactions in any securities mentioned in this note.

Copyright and General Information regarding Issuer Visit Notes:

Copyright 2016 Merrill Lynch, Pierce, Fenner & Smith Incorporated. All rights reserved. iQmethod, iQmethod 2.0, iQprofile, iQtoolkit, iQworks are service marks of Bank of America Corporation.
iQanalytics®, iQcustom®, iQdatabase® are registered service marks of Bank of America Corporation. This note is prepared for the use of BofA Merrill Lynch clients and may not be redistributed,
retransmitted or disclosed, in whole or in part, or in any form or manner, without the express written consent of BofA Merrill Lynch. BofA Merrill Lynch notes are distributed simultaneously to
internal and client websites and other portals by BofA Merrill Lynch and are not publicly-available materials. Any unauthorized use or disclosure is prohibited. Receipt and review of this note
constitutes your agreement not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion, or information contained in this note without first obtaining expressed
permission from an authorized officer of BofA Merrill Lynch.

Materials prepared by BofA Merrill Lynch Global Research personnel are based on public information. Facts and views presented in this material have not been reviewed by, and may not reflect
information known to, professionals in other business areas of BofA Merrill Lynch, including investment banking personnel. BofA Merrill Lynch has established information barriers between
BofA Merrill Lynch Global Research and certain business groups. As a result, BofA Merrill Lynch does not disclose certain client relationships with, or compensation received from, such issuers in
research reports. To the extent this note discusses any legal proceeding or issues, it has not been prepared as nor is it intended to express any legal conclusion, opinion or advice. Investors
should consult their own legal advisers as to issues of law relating to the subject matter of this note. BofA Merrill Lynch Global Research personnel’s knowledge of legal proceedings in which
any BofA Merrill Lynch entity and/or its directors, officers and employees may be plaintiffs, defendants, co-defendants or co-plaintiffs with or involving issuers mentioned in this note is based
on public information. Facts and views presented in this material that relate to any such proceedings have not been reviewed by, discussed with, and may not reflect information known to,
professionals in other business areas of BofA Merrill Lynch in connection with the legal proceedings or matters relevant to such proceedings.

This note has been prepared independently of any issuer of securities mentioned herein and not in connection with any proposed offering of securities or as agent of any issuer of any
securities. None of MLPF&S, any of its affiliates or their research analysts has any authority whatsoever to make any representation or warranty on behalf of the issuer(s).

Any information relating to the tax status of financial instruments discussed herein is not intended to provide tax advice or to be used by anyone to provide tax advice. Investors are urged to
seek tax advice based on their particular circumstances from an independent tax professional.

The information herein (other than disclosure information relating to BofA Merrill Lynch and its affiliates) was obtained from various sources and we do not guarantee its accuracy. This note
may contain links to third-party websites. BofA Merrill Lynch is not responsible for the content of any third-party website or any linked content contained in a third-party website. Content
contained on such third-party websites is not part of this note and is not incorporated by reference into this note. The inclusion of a link in this note does not imply any endorsement by or any
affiliation with BofA Merrill Lynch. Access to any third-party website is at your own risk, and you should always review the terms and privacy policies at third-party websites before submitting
any personal information to them. BofA Merrill Lynch is not responsible for such terms and privacy policies and expressly disclaims any liability for them.

Certain outstanding reports may contain discussions and/or investment opinions relating to securities, financial instruments and/or issuers that are no longer current. Always refer to the most
recent research report relating to an issuer prior to making an investment decision.

In some cases, an issuer may be classified as Restricted or may be Under Review or Extended Review. In each case, investors should consider any investment opinion relating to such issuer (or
its security and/or financial instruments) to be suspended or withdrawn and should not rely on the analyses and investment opinion(s) pertaining to such issuer (or its securities and/or
financial instruments) nor should the analyses or opinion(s) be considered a solicitation of any kind. Sales persons and financial advisors affiliated with MLPF&S or any of its affiliates may not
solicit purchases of securities or financial instruments that are Restricted or Under Review and may only solicit securities under Extended Review in accordance with firm policies.

Neither BofA Merrill Lynch nor any officer or employee of BofA Merrill Lynch accepts any liability whatsoever for any direct, indirect or consequential damages or losses arising from any use of
this note or its contents.
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