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Bond yields continue to squeeze likely returns: Snam down to Sell

Italian regulation risk breaks the bond link for Italian utilities...

We have argued in recent research that certain regulated utilities, where no
regulatory reviews are due for five years or more and dividend visibility is
high, could be viewed as bond proxies. However, we believe the Italian
regulated utilities Snam and Terna are not candidates for such a valuation
approach: not only do they both face a regulatory reset in 2016 (decision to
be announced in November 2015), but returns will be updated again in
2018, meaning that dividends can only ever be truly secure for a two-year
period (barring a change to the regulatory model).

... making falling bond yields a negative dynamic

With these issues making it unlikely that regulated Italian utilities will track
bond prices, different dynamics take hold. Falls in Italian bond yields (10y
now 1.1%) do not provide a driver for capital appreciation but reduce
headroom for allowed returns. We now expect electricity and gas transport
to face a 220 bp cut in 2016, driving a ¢.25% EPS cut for Snam/Terna.

Snam'’s recent outperformance unjustified; downgrade to Sell
Despite this negative macro backdrop, Snam has outperformed European
utilities by 7% ytd and now trades at a 25% premium to RAB, close to its
highest level since 2007. Snam’s FY14 results and strategy outlook lead us
to reduce earnings forecasts (we are 3%-6% below Reuters consensus
2016-17 EPS) and we cut our 12m price target to €4.1. With 9% absolute
and ¢.20% sector relative downside potential, we downgrade Snam to Sell.

Terna remains CL-Sell, 6% potential downside

We continue to rate Terna a Sell and it remains on our Conviction List. Our
EBITDA forecasts are 7%-9% below Reuters consensus in 2016/17 (EPS in
line), and although we expect Terna to maintain its DPS in 2016E, this
implies a payout of 88%, above both Terna’s historical peak payout and the
average for European regulated utilities. Despite these risks, Terna trades
at a 31% premium to RAB, which we believe is unjustified and at risk.

EPS for Enel, Hera, A2A cut by 0%-1%, Hera remains CL-Buy

We reiterate our CL-Buy on Hera as we continue to expect strong growth
(12% EPS CAGR 2014-18E), driven by M&A, growth capex, waste growth,
and a lower cost of debt, which more than offset lower regulated returns.

ITALIAN UTILITIES WITH EXPOSURE TO REGULATED ASSETS

Company 12m PT Share price Upside Rating

Hera 2.95 2.21 33%  Buy **
A2a 1.05 0.95 10% Buy
Enel 4.40 4.11 7%  Neutral
Snam 4.10 4.50 -9%  Sell
Terna 3.75 3.99 -6%  Sell **

** denotes membership of Conviction List; prices as of the
close of March 13, 2015

Source: Goldman Sachs Global Investment Research.
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Reducing expectations for allowed returns as bond yields fall

We have further reduced our expectations for allowed regulated returns for electricity and
gas transport, distribution and storage from 2016 to reflect current Italian bond yields. We
now assume a c.220 bp reduction in returns vs. our previous expectation of 170-180 bp.
Our full assumptions are set out below.

Exhibit 1: We forecast a cut in allowed returns of ¢.220 bp for transport and distribution
Current and forecast regulated returns in Italy

Current returns: Forecast returns:
Year of review: 2013 2013 2014 2015 2015 2015
TRANSMISSION | DISTRIBUTION | STORAGE TRANSMISSION | DISTRIBUTION | STORAGE
Gas Gas Gas Gas Gas Gas
[ FINAL FINAL FINAL Gsf Gsf GSf
Effective period 2014-17 2014-19 2015 2016-17 2016-17 2016-18
Main company affected: Snam Snam, A2A, Hera| Snam Snam Snam, A2A, Hera Snam
Risk-free rate 4.41% 4.41% 3.35% 1.42% 1.42% 1.42%
Equity risk premium 4.00% 4.00% 4.00% 4.00% 4.00% 4.00%
Unlevered beta 0.36 0.44 0.51 0.36 0.44 0.51
Levered beta 0.569 0.631 0.800 0.575 0.631 0.800
Cost of equity, nominal 6.69% 6.94% 6.55% 3.72% 3.95% 4.62%
Cost of debt, nominal 4.86% 4.86% 3.80% 1.87% 1.87% 1.87%
Inflation 1.8% 1.8% 1.5% 0.00% 0.00% 0.00%
Tax rate for tax shield (IRES) 27.5% 27.5% 27.5% 27.5% 27.5% 27.5%
IRAP tax rate 35.7% 35.7% 35.7% 35.7% 35.7% 35.7%
Gearing (D/E) 80% 60% 80% 80% 60% 80%
ALLOWED RETURN (pretax, real) 6.3% 6.9% 6.0% 4.15% 4.63% 4.93%
Year of review: 2013 2013 2015 2015
TRANSMISSION | DISTRIBUTION TRANSMISSION | DISTRIBUTION
Electricity Electricity Electricity Electricity
[ GSf GSf GSf GSf
Effective period 2014-15 2014-15 2016-21 2016-21
Main company affected: Terna Enel, A2A, Hera Terna Enel, A2A, Hera
Risk-free rate 4.41% 4.41% 1.42% 1.42%
Equity risk premium 4.00% 4.00% 4.00% 4.00%
Unlevered beta 0.36 0.39 0.36 0.39
Levered beta 0.575 0.610 0.575 0.610
Cost of equity, nominal 6.71% 6.85% 3.72% 3.86%
Cost of debt, nominal 4.86% 4.86% 1.87% 1.87%
Inflation 1.8% 1.8% 0.00% 0.00%
Tax rate for tax shield (IRES) 27.5% 27.5% 27.5% 27.5%
IRAP tax rate 35.7% 35.7% 35.7% 35.7%
Gearing (D/E) 80% 80% 80% 80%
ALLOWED RETURN (pretax, real) 6.3% 6.4% 4.15% 4.27%

Source: AEEG, Goldman Sachs Global Investment Research.

Key risks are inflation and risk-free rate

We assume a risk-free rate of 1.42%, based on the average 10-year government bond yield
since November 2014 and assuming a rate of 1.19% (last five-day average) for the
remainder of the 12-month period. We also assume an inflation rate of 0% (the lower the
better for the allowed return), and that all other parameters are unchanged. Each 10 bp
higher risk-free rate would increase 2016E EPS for Snam/Terna by ¢.3%, while each 10 bp
lower inflation assumed would increase 2016E EPS by ¢.2%.

Robin Hood tax claw-back less likely as base returns fall

The 6.5% Robin Hood tax has been deemed unconstitutional, and we assume will no
longer be levied on the utilities. We has previously assumed (see Terna expensive even if
“Robin Hood"” tax removed; remain CL Sell, February 12) that part of the benefit of the
Robin Hood tax removal could be clawed back by the regulator, on the basis that allowed
revenues were increased in 2011 following the Robin Hood tax being extended to network
activities. However given our increasingly bearish expectations for allowed returns, we
believe applying an additional revenue cut is unrealistic, and we have removed this cut.
This is most significant for Snam and Terna where we had cut revenues by €560 mn and
€36 mn pa from 2016E (equivalent to ¢.4%-5% at net income).

Goldman Sachs Global Investment Research 2
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Valuation: Snam has caught up with Terna’s premium

Snam’s recent outperformance has left it on a premium to RAB of 25%, close to Terna’s
31% premium. In both cases the stocks are at a material premium compared to their
historical average level, and close to the highest levels since 2007 (for Snam). We believe
that the likely cut to allowed returns means neither of these premia are justified.

Exhibit 2: Snam’s recent rally has increased its premium Exhibit 3: ...while Terna continues to trade at a >30%
to RAB to 25%... premium
Premium/discount to RAB for Snam (equity basis) Premium discount to RAB for Terna (equity basis)

40% 40%

20% 20%

AT :

Jan 12
Mar 12
May 12
Jul12
Sep 12
Nov 12
Jan 13
Mar 13
May 13
Jul13
Sep 13
Nov 13
Jan 14
Mar 14
May 14
Jul14
Sep 14
Nov 14
Jan 15
Mar 15

——Terna premium/discount (equity RAB)

——Snam premium/discount (equity RAB)

Source: Company data, Goldman Sachs Global Investment Research. Source: Company data, Goldman Sachs Global Investment Research.

On more traditional valuation metrics, Snam and Terna both also trade at a premium to the
European utilities sector average on P/E (¢.20% in 2016E) and EV/EBITDA (40% in 2016E).
While they both offer above average dividend yields, these reflect a payout ratio of 88%-
95% and we expect no growth in DPS to 2018E. Both Snam and Terna have net
debt/EBITDA of more than 5.5x in 2016E.

Exhibit 4: Terna and Snam both appear unattractive on P/E and EV/EBITDA metrics in 2016E
European regulated utilities comparison

Regulated utilities Italy Spain Belgium | Portugal UK
Average Average (Euro

Terna Snam Enagas REE Elia REN uu SVT Pennon NG (regulated) utils)
P/E (2015E) 13.1 13.1 15.0 16.0 17.7 17.3 18.5 22.8 21.5 13.9 16.9 15.5
P/E (2016E) 17.5 17.1 14.4 14.4 16.5 16.2 19.1 25.3 19.5 13.7 17.4 14.7
EV/EBITDA (2015E) 10.1 10.0 9.9 10.5 14.7 8.1 10.7 10.3 13.2 10.5 10.8 8.6
EV/EBITDA (2016E) 11.9 11.8 10.2 10.1 14.1 7.8 10.6 10.5 12.4 10.2 11.0 8.3
Dividend yield (2015E) 5.0% 5.6% 5.1% 4.4% 3.9% 6.2% 4.3% 4.1% 4.3% 5.1% 4.8% 4.3%
Dividend yield (2016E) 5.0% 5.6% 5.3% 4.7% 3.9% 6.3% 4.4% 4.2% 4.6% 5.2% 4.9% 4.7%
Payout ratio (2016E) 88% 95% 77% 68% 65% 101% 84% 107% 90% 71% 85% 68%
Growth rates:
EPS CAGR (2015-18E) 7% -5% 4% 6% 8% -2% 2% 1% 7% 1% 1% 8%
EPS CAGR (2015-17E) -11% -11% 4% 8% 7% -2% 0% -2% 8% 1% 0% 7%
DPS CAGR (2015-18E) 0% 0% 6% 7% 3% 1% 3% 3% 8% 2% 3% 6%
Balance sheet/Cashflow:
ND/EBITDA (2015E) 4.7 4.9 4.4 3.7 7.3 5.5 5.4 5.1 5.2 4.9 5.1 2.9
ND/EBITDA (2016E) 5.6 5.8 4.6 3.6 7.4 5.2 5.4 5.4 5.0 4.9 5.3 2.9
FCF yield (2015E) 7.4% 6.6% 6.6% 6.1% 4.2% 6.1% 6.8% 5.2% 4.7% 7.1% 6.1% 6.1%
FCF yield (2016E) 5.5% 4.7% 6.8% 6.8% 4.5% 6.4% 6.4% 3.4% 4.7% 7.5% 5.7% 5.8%

Source: Goldman Sachs Global Investment Research.

Goldman Sachs Global Investment Research 3



March 17, 2015 Italy: Utilities

Updated forecasts for Snam and Terna

We have updated forecasts for Snam and Terna to reflect FY14 results and strategy update
(Snam) and lower regulated returns (offset by removing the Robin Hood tax clawback) for
both Snam and Terna. Our revised forecasts are shown below.

Exhibit 5: We have reduced our Snam forecasts by up to 8% at net income (2015-19E); we

forecast RAB growth of 2%, slightly above the company’s expectations of 1%
Updated Snam forecasts, changes to forecasts and comparison with Reuters consensus

Snam (EURmn) 2014 2015E 2016E 2017E 2018E 2019E 2015-18E CAGR
EBITDA 2,776 2,866 2,441 2,500 2,567 2,602 -4%
EBIT 1,973 2,026 1,569 1,598 1,635 1,640 7%
Clean net income 1,083 1,205 917 947 1,020 1,044 -5%
EPS (clean) 0.32 0.34 0.26 0.27 0.29 0.30 -5%
DPS 0.25 0.25 0.25 0.25 0.25 0.25 0%
Payout 78% 73% 95% 92% 86% 84%

ND/EBITDA (x) 5.0 4.9 5.9 5.9 5.8 5.8

Net debt 13,652 13,728 14,116 14,447 14,696 14,916 2%
Cost of net debt (%) 3.1% 2.8% 2.6% 2.4% 2.1% 2.1%

RAB 24,618 25,087 25,608 26,156 26,680 27,181 2%
Capex 1,277 1,255 1,227 1,226 1,226 1,226 1%
Equity RAB (€/sh) 3.50 3.61 3.65 3.7 3.79 3.87 2%
Change to GSf 2014 2015E 2016E 2017E 2018E

EBITDA -2% -2% -5% -6% -6%

EBIT -4% -3% -9% -10% -9%

Clean net income -6% -4% -8% 7% -1%

Capex -37% -16% -19% -20% -20%

Net debt -2% -4% 7% -8% -10%

EPS (clean) -6% -5% -8% 7% -1%

DPS 0% 0% 0% 0% 0%

GSf v consensus 2014 2015E 2016E 2017E

EBITDA

0%

-6%

-4%

Net income

1%

-6%

-2%

EPS (clean)

1%

-6%

-3%

DPS

0%

0%

Source: Company data, Goldman Sachs Global Investment Research, Reuters.

Exhibit 6: Our Terna forecasts have been modestly reduced from 2016E and are 7%-9%

below consensus at EBITDA in 2016/17E (in line at EPS)
Updated Terna forecasts, changes to forecasts and comparison with Reuters consensus

Terna (EURmn) 2014E 2015E 2016E  2017E 2018E 2019E 2015-18E CAGR
EBITDA 1,480 1,532 1,324 1,375 1,402 1,421 -3%
EBIT 1,022 1,059 842 883 906 921 -5%
Clean net income 535 611 458 484 499 509 -7%
Capex 1,021 921 726 586 586 586 -14%
Net debt 7,099 7,359 7,566 7,598 7,610 7,607 1%
Cost of net debt (%) 2.4% 2.4% 2.4% 2.4% 2.4% 2.4%

EPS (clean) 0.27 0.30 0.23 0.24 0.25 0.25 -7%
DPS 0.20 0.20 0.20 0.20 0.20 0.20 0%
Payout 75% 66% 88% 83% 81% 79%

Change to GSf 2014E  2015E 2016E  2017E 2018E

EBITDA 0% 0% -2% -2% -2%

EBIT 0% 0% -2% -2% -2%

Clean net income 0% 1% -1% 1% 4%

Capex 0% 0% 0% 0% 0%

Net debt 0% 0% 0% 0% 0%

EPS (clean) 0% 1% -1% 1% 4%

DPS 0% 0% 0% 0% 0%

GS v consensus 2014E 2015E 2016E 2017E

EBITDA 0% 0% -7% -9%

EBIT 1% 0% -9% -12%

Net income 2% 13% 1% -3%

EPS (clean) 2% 9% -1% 0%

DPS 0% 0% 5% -56%

Source: Goldman Sachs Global Investment Research, Reuters.
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Changes for Hera (CL-Buy), Enel (Neutral), A2A (Buy) not material;
price targets unchanged

We have also updated our forecasts for Enel, Hera and A2A to reflect lower regulated
returns (offset by removing the Robin Hood tax clawback). Our 2016-18E net income
forecasts for Hera and A2A reduce by 1% and for Enel by 0%-1%. Our price targets for all
three stocks are unchanged. For more details on Hera/A2A see: “Time is now for start of
sector consolidation, Hera CL-Buy, A2A Buy”, March 9.

Goldman Sachs Global Investment Research



March 17, 2015

Italy: Utilities

Snam SpA (SRG.MI): Down to Sell, premium to RAB unjustified

Investment Profile

Low High
Growth O Growth
Returns * Returns *
Multiple Multiple
Volatility Volatility
Percentile 20th  40th 60th 80th 100th

B snam spA (SRG.MI)

O Europe Utilities Peer Group Average

* Returns = Return on Capital For a complete description of the investment

profile measures please refer to the
disclosure section of this document.

Key data Current
Price (€) 4.50
12 month price target (€) 4.10
Upside/(downside) (%) (9)
Market cap (€ mn) 16,053.5
Enterprise value (€ mn) 30,437.9
12/14 12/15E 12/16E 12/17E
Revenue (€ mn) New 3512.4 3,558.3 3,133.7 3,192.8
Revenue revision (%) (9.0) (9.8) (13.2) (13.7)
EBIT (€ mn) New 1,973.0 2,025.7 1,569.5 1,597.8
EBIT revision (%) (4.0) (3.3) (8.7) (9.5)
EPS (€) New 0.36 0.34 0.26 0.27
EPS (€) Old 0.34 0.36 0.28 0.29
EV/EBITDA (X) 9.9 10.1 11.9 1.7
P/E (X) 11.9 13.1 17.1 16.6
Dividend yield (%) 5.9 5.6 5.6 5.6
FCF yield (%) 3.9 3.9 25 2.8
CROCI (%) 6.2 6.0 5.0 5.0
Price performance chart
4.7 560
4.6 540
45 520
44 500
43 480
42 460
4.1 440
4.0 420
39 400
38 380
Mar-14 Jun-14 Sep-14 Dec-14
——Snam SpA (L) — -FTSE World Europe (EUR) (R)
Share price performance (%) 3 month 6 month 12 month
Absolute 13.8 0.7 10.1
Rel. to FTSE World Europe (EUR) (4.7) (12.0) (9.7)

Source: Company data, Goldman Sachs Research estimates, FactSet. Price as of 3/13/2015

close.

Source of opportunity

Following recent outperformance, Snam now trades at a 25% premium
to RAB, close to its highest level since 2007. We believe this is
unjustified given the ¢.25% EPS cut we expect in 2016, leaving Snam’s
dividend on a 95% pay-out (vs. 85% average for regulated utilities).
Snam trades on a 20% P/E premium vs. the broader European utilities
sector and a 40% EV/EBITDA premium (both 2016E), despite lower
growth prospects (we forecast EPS CAGR of -5% 2015-18E) and a more
levered balance sheet (5.8x ND/EBITDA in 2016E vs. sector average of
2.9x). We have reduced our 12-month price target to €4.1 following
FY14 results and downgrade Snam to Sell with 9% potential downside.

Catalyst

We see the regulatory review of allowed returns in 2015 as the main
catalyst for Snam. We expect the first draft from the regulator in
April/May, with a second document in September and the final
regulation due in November. We expect the allowed returns for Snam'’s
main business (gas transport) to be cut to 4.15% from the current 6.3%.

Valuation

Our 12-month price target is now €4.1 (from €4.4). It is based on a 50:50
combination of a P/E valuation (€4.55) and a RAB-based SOTP valuation
(€3.67). We see Snam on a 25% premium to current RAB and a 20% P/E
premium to the broader sector, which we do not think can be justified
given the risks from the regulatory review. Although we forecast DPS to
remain stable in 2016, we see downside risks given the 95% payout
ratio this implies, along with Snam’s high gearing (ND/EBITDA 5.8x).

Key risks

The key risk to our view is a better regulatory review: either higher
allowed returns owing to an increase in bond yields leading to a higher
risk-free rate, or a lower inflation assumption, or a more generous
opex/depreciation allowance.

Source: Company data, Goldman Sachs Global Investment Research, FactSet.
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Our SOTP valuation for Snam is €3.67

Exhibit 7: Our SOTP valuation for Snam implies a small (3%) premium to equity RAB of €3.55

SOTP valuation forms 50% of our overall PT

Snam Rete Gas valuation €mn I Notes
share
Estimated end 2015 transmission RAB 15,240 4.35 End 2015E RAB
Italgas RAB 5,651 1.61 End 2015E RAB
Stogit RAB 4,196 1.20 End 2015E RAB
Associates and other activities 1,693 0.48 15x P/E multiple to associate income (2015E) + €100mn non-core activities
LNG terminal 108 0.03 In line with YE12 RAB value
Snam RG incentives on development capex 672 0.19 Value of incentives from €8.3bn of expansion capex (2006-15)
Stogit and Italgas incentives 353 0.10 Assuming €1bn of incentive capex 2009-15
Return spread differential 12 0.00 Assumed spread to end of next reg periods
Opex outperformance -204 -0.06 After-tax
Tax liability (includes Robin Hood tax) -439 -0.13 NPV deferred tax liability (€70mn pa repayments), Robin Hood tax (to 2017)
Enterprise value 27,282 7.80
Less net debt -13,728 -3.92 End 2015E net debt
Less other provisions (excludes Stogit dismantling fund) -708 -0.20 End 2015E
Equity value of Snam RG - RAB-based 12,845 3.67
Number of shares at the end of 2015, net of Treasury 3,500 mn Net of 195.4mn treasury shares

Source: Company data, Goldman Sachs Global Investment Research.

Appendix: Price target methodologies and risks

Exhibit 8: 12 month price target methodology and risks

Company Currency Price Target Rating Price target methodology Risks to Price Target
M2

A2A EUR 1.05 Buy 50% SOTP, 50% P/E relative value Lower Italian power prices and spreads, later and lower contribution from capacity payments, lower value creation
from M&A, higher Italian government bond yields.

Enel EUR 4.40 Neutral 50% SOTP, 50% P/E relative value Lower/higher than expected political intervention risks in Spain, higher/lower commodity/power prices,
lower/higher country risks premia, stronger/weaker FX vs. EUR

Hera EUR 295 Buy** 50% SOTP and 50% P/E relative value Lower economic growth, execution of M&A activity, working capital deterioration, dilution from potential equity
raises, a high correlation with ltalian government bond yields and regulatory risks

Snam EUR 4.1 Sell 50% RAV-based SOTP, 50% P/E relative value Lower interest rates; better cost cutting; faster capex delivery; regulatory returns better than forecast.

Terna EUR 3.75 Sell** 50% RAV based-SOTP, 50% P/E relative value Lower interest rates; better cost cutting; faster capex delivery; regulatory returns better than forecast.

** Denotes Conviction list membership

Source: Goldman Sachs Global Investment Research.
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as Buys and Sells on various regional Investment Lists; stocks not so assigned are deemed Neutral. Such assignments equate to Buy, Hold and Sell
for the purposes of the above disclosure required by NASD/NYSE rules. See 'Ratings, Coverage groups and views and related definitions' below.
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Regulatory disclosures

Disclosures required by United States laws and regulations

See company-specific regulatory disclosures above for any of the following disclosures required as to companies referred to in this report: manager
or co-manager in a pending transaction; 1% or other ownership; compensation for certain services; types of client relationships; managed/co-
managed public offerings in prior periods; directorships; for equity securities, market making and/or specialist role. Goldman Sachs usually makes a
market in fixed income securities of issuers discussed in this report and usually deals as a principal in these securities.

The following are additional required disclosures: Ownership and material conflicts of interest: Goldman Sachs policy prohibits its analysts,
professionals reporting to analysts and members of their households from owning securities of any company in the analyst's area of

coverage. Analyst compensation: Analysts are paid in part based on the profitability of Goldman Sachs, which includes investment banking
revenues. Analyst as officer or director: Goldman Sachs policy prohibits its analysts, persons reporting to analysts or members of their
households from serving as an officer, director, advisory board member or employee of any company in the analyst's area of coverage. Non-U.S.
Analysts: Non-U.S. analysts may not be associated persons of Goldman, Sachs & Co. and therefore may not be subject to NASD Rule 2711/NYSE
Rules 472 restrictions on communications with subject company, public appearances and trading securities held by the analysts.

Distribution of ratings: See the distribution of ratings disclosure above. Price chart: See the price chart, with changes of ratings and price targets in
prior periods, above, or, if electronic format or if with respect to multiple companies which are the subject of this report, on the Goldman Sachs
website at http://www.gs.com/research/hedge.html.

Additional disclosures required under the laws and regulations of jurisdictions other than the United States

The following disclosures are those required by the jurisdiction indicated, except to the extent already made above pursuant to United States laws
and regulations. Australia: Goldman Sachs Australia Pty Ltd and its affiliates are not authorised deposit-taking institutions (as that term is defined in
the Banking Act 1959 (Cth)) in Australia and do not provide banking services, nor carry on a banking business, in Australia. This research, and any
access to it, is intended only for "wholesale clients" within the meaning of the Australian Corporations Act, unless otherwise agreed by Goldman
Sachs. In producing research reports, members of the Global Investment Research Division of Goldman Sachs Australia may attend site visits and
other meetings hosted by the issuers the subject of its research reports. In some instances the costs of such site visits or meetings may be met in part
or in whole by the issuers concerned if Goldman Sachs Australia considers it is appropriate and reasonable in the specific circumstances relating to
the site visit or meeting. Brazil: Disclosure information in relation to CVM Instruction 483 is available at
http://www.gs.com/worldwide/brazil/area/gir/index.html. Where applicable, the Brazil-registered analyst primarily responsible for the content of this
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research report, as defined in Article 16 of CVM Instruction 483, is the first author named at the beginning of this report, unless indicated otherwise at
the end of the text. Canada: Goldman Sachs Canada Inc. is an affiliate of The Goldman Sachs Group Inc. and therefore is included in the company
specific disclosures relating to Goldman Sachs (as defined above). Goldman Sachs Canada Inc. has approved of, and agreed to take responsibility for,
this research report in Canada if and to the extent that Goldman Sachs Canada Inc. disseminates this research report to its clients. Hong

Kong: Further information on the securities of covered companies referred to in this research may be obtained on request from Goldman Sachs
(Asia) L.L.C. India: Further information on the subject company or companies referred to in this research may be obtained from Goldman Sachs
(India) Securities Private Limited. Japan: See below. Korea: Further information on the subject company or companies referred to in this research
may be obtained from Goldman Sachs (Asia) L.L.C., Seoul Branch. New Zealand: Goldman Sachs New Zealand Limited and its affiliates are neither
"registered banks" nor "deposit takers" (as defined in the Reserve Bank of New Zealand Act 1989) in New Zealand. This research, and any access to it,
is intended for "wholesale clients" (as defined in the Financial Advisers Act 2008) unless otherwise agreed by Goldman Sachs. Russia: Research
reports distributed in the Russian Federation are not advertising as defined in the Russian legislation, but are information and analysis not having
product promotion as their main purpose and do not provide appraisal within the meaning of the Russian legislation on appraisal

activity. Singapore: Further information on the covered companies referred to in this research may be obtained from Goldman Sachs (Singapore)
Pte. (Company Number: 198602165W). Taiwan: This material is for reference only and must not be reprinted without permission. Investors should
carefully consider their own investment risk. Investment results are the responsibility of the individual investor. United Kingdom: Persons who
would be categorized as retail clients in the United Kingdom, as such term is defined in the rules of the Financial Conduct Authority, should read this
research in conjunction with prior Goldman Sachs research on the covered companies referred to herein and should refer to the risk warnings that
have been sent to them by Goldman Sachs International. A copy of these risks warnings, and a glossary of certain financial terms used in this report,
are available from Goldman Sachs International on request.

European Union: Disclosure information in relation to Article 4 (1) (d) and Article 6 (2) of the European Commission Directive 2003/126/EC is available
at http://www.gs.com/disclosures/europeanpolicy.html which states the European Policy for Managing Conflicts of Interest in Connection with
Investment Research.

Japan: Goldman Sachs Japan Co., Ltd. is a Financial Instrument Dealer registered with the Kanto Financial Bureau under registration number Kinsho
69, and a member of Japan Securities Dealers Association, Financial Futures Association of Japan and Type Il Financial Instruments Firms
Association. Sales and purchase of equities are subject to commission pre-determined with clients plus consumption tax. See company-specific
disclosures as to any applicable disclosures required by Japanese stock exchanges, the Japanese Securities Dealers Association or the Japanese
Securities Finance Company.

Ratings, coverage groups and views and related definitions

Buy (B), Neutral (N), Sell (S) -Analysts recommend stocks as Buys or Sells for inclusion on various regional Investment Lists. Being assigned a Buy
or Sell on an Investment List is determined by a stock's return potential relative to its coverage group as described below. Any stock not assigned as
a Buy or a Sell on an Investment List is deemed Neutral. Each regional Investment Review Committee manages various regional Investment Lists to a
global guideline of 25%-35% of stocks as Buy and 10%-15% of stocks as Sell; however, the distribution of Buys and Sells in any particular coverage
group may vary as determined by the regional Investment Review Committee. Regional Conviction Buy and Sell lists represent investment
recommendations focused on either the size of the potential return or the likelihood of the realization of the return.

Return potential represents the price differential between the current share price and the price target expected during the time horizon associated
with the price target. Price targets are required for all covered stocks. The return potential, price target and associated time horizon are stated in each
report adding or reiterating an Investment List membership.

Coverage groups and views: A list of all stocks in each coverage group is available by primary analyst, stock and coverage group at
http://www.gs.com/research/hedge.html. The analyst assigns one of the following coverage views which represents the analyst's investment outlook
on the coverage group relative to the group's historical fundamentals and/or valuation. Attractive (A). The investment outlook over the following 12
months is favorable relative to the coverage group's historical fundamentals and/or valuation. Neutral (N). The investment outlook over the
following 12 months is neutral relative to the coverage group's historical fundamentals and/or valuation. Cautious (C). The investment outlook over
the following 12 months is unfavorable relative to the coverage group's historical fundamentals and/or valuation.

Not Rated (NR). The investment rating and target price have been removed pursuant to Goldman Sachs policy when Goldman Sachs is acting in an
advisory capacity in a merger or strategic transaction involving this company and in certain other circumstances. Rating Suspended (RS). Goldman
Sachs Research has suspended the investment rating and price target for this stock, because there is not a sufficient fundamental basis for
determining, or there are legal, regulatory or policy constraints around publishing, an investment rating or target. The previous investment rating and
price target, if any, are no longer in effect for this stock and should not be relied upon. Coverage Suspended (CS). Goldman Sachs has suspended
coverage of this company. Not Covered (NC). Goldman Sachs does not cover this company. Not Available or Not Applicable (NA). The
information is not available for display or is not applicable. Not Meaningful (NM). The information is not meaningful and is therefore excluded.

Global product; distributing entities

The Global Investment Research Division of Goldman Sachs produces and distributes research products for clients of Goldman Sachs on a global
basis. Analysts based in Goldman Sachs offices around the world produce equity research on industries and companies, and research on
macroeconomics, currencies, commodities and portfolio strategy. This research is disseminated in Australia by Goldman Sachs Australia Pty Ltd
(ABN 21 006 797 897); in Brazil by Goldman Sachs do Brasil Corretora de Titulos e Valores Mobiliarios S.A.; in Canada by either Goldman Sachs
Canada Inc. or Goldman, Sachs & Co.; in Hong Kong by Goldman Sachs (Asia) L.L.C.; in India by Goldman Sachs (India) Securities Private Ltd.; in
Japan by Goldman Sachs Japan Co., Ltd.; in the Republic of Korea by Goldman Sachs (Asia) L.L.C., Seoul Branch; in New Zealand by Goldman Sachs
New Zealand Limited; in Russia by OO0 Goldman Sachs; in Singapore by Goldman Sachs (Singapore) Pte. (Company Number: 198602165W); and in
the United States of America by Goldman, Sachs & Co. Goldman Sachs International has approved this research in connection with its distribution in
the United Kingdom and European Union.

European Union: Goldman Sachs International authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority
and the Prudential Regulation Authority, has approved this research in connection with its distribution in the European Union and United Kingdom;
Goldman Sachs AG and Goldman Sachs International Zweigniederlassung Frankfurt, regulated by the Bundesanstalt fiir
Finanzdienstleistungsaufsicht, may also distribute research in Germany.

General disclosures

This research is for our clients only. Other than disclosures relating to Goldman Sachs, this research is based on current public information that we
consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such. We seek to update our research as
appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a periodic basis, the large
majority of reports are published at irregular intervals as appropriate in the analyst's judgment.

Goldman Sachs conducts a global full-service, integrated investment banking, investment management, and brokerage business. We have
investment banking and other business relationships with a substantial percentage of the companies covered by our Global Investment Research
Division. Goldman, Sachs & Co., the United States broker dealer, is a member of SIPC (http://www.sipc.org).
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Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and our
proprietary trading desks that reflect opinions that are contrary to the opinions expressed in this research. Our asset management area, our
proprietary trading desks and investing businesses may make investment decisions that are inconsistent with the recommendations or views
expressed in this research.

The analysts named in this report may have from time to time discussed with our clients, including Goldman Sachs salespersons and traders, or may
discuss in this report, trading strategies that reference catalysts or events that may have a near-term impact on the market price of the equity
securities discussed in this report, which impact may be directionally counter to the analyst's published price target expectations for such stocks. Any
such trading strategies are distinct from and do not affect the analyst's fundamental equity rating for such stocks, which rating reflects a stock's
return potential relative to its coverage group as described herein.

We and our affiliates, officers, directors, and employees, excluding equity and credit analysts, will from time to time have long or short positions in,
act as principal in, and buy or sell, the securities or derivatives, if any, referred to in this research.

The views attributed to third party presenters at Goldman Sachs arranged conferences, including individuals from other parts of Goldman Sachs, do
not necessarily reflect those of Global Investment Research and are not an official view of Goldman Sachs.

Any third party referenced herein, including any salespeople, traders and other professionals or members of their household, may have positions in
the products mentioned that are inconsistent with the views expressed by analysts named in this report.

This research is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be
illegal. It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of
individual clients. Clients should consider whether any advice or recommendation in this research is suitable for their particular circumstances and, if
appropriate, seek professional advice, including tax advice. The price and value of investments referred to in this research and the income from them
may fluctuate. Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur.
Fluctuations in exchange rates could have adverse effects on the value or price of, or income derived from, certain investments.

Certain transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and are not suitable for all investors.
Investors should review current options disclosure documents which are available from Goldman Sachs sales representatives or at
http://www.theocc.com/about/publications/character-risks.jsp. Transaction costs may be significant in option strategies calling for multiple purchase
and sales of options such as spreads. Supporting documentation will be supplied upon request.

All research reports are disseminated and available to all clients simultaneously through electronic publication to our internal client websites. Not all
research content is redistributed to our clients or available to third-party aggregators, nor is Goldman Sachs responsible for the redistribution of our
research by third party aggregators. For research, models or other data available on a particular security, please contact your sales representative or
go to http://360.gs.com.

Disclosure information is also available at http://www.gs.com/research/hedge.html or from Research Compliance, 200 West Street, New York, NY
10282.

© 2015 Goldman Sachs.

No part of this material may be (i) copied, photocopied or duplicated in any form by any means or (ii) redistributed without the prior
written consent of The Goldman Sachs Group, Inc.
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