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Initiate coverage With Neutral

ratine. oo

Distribution push should drive meaningful growth
We are initiating coverage on Green Mountain Coffee Roasters (GMCR) with a
Neutral Rating and $72 price objective. Our rating reflects our view that the
current share price anticipates a high level of future earnings growth. GMCR
shares are up +155% year to date driven by accelerating EPS growth and c.
1000bps of multiple expansion. In our view, key factors supporting this re-rating.
1) Sales growth (we estimate +55% in FY10E) and EPS growth (we estimate
+52% in FY10E) have accelerated due to increased demand for single-cup
brewers and K-Cup portion packs. 2) Meaningful distribution opportunities for K-
Cup (currently in less than one-third of targeted grocery accounts) 3) Penetration
opportunity for Keurig single-cup brewers with an installed base of approximately
3mn households out of a universe of 90mn. Brewer manufacturing alliances
should help increase installed brewer base. 4) Estimated year 5 earnings power
of $4-6 depending on household penetration levels. 5) Strong balance sheet.

Valuation the most prominent concern

At 36.9x FY10E P/E, GMCR is currently trading at a P/E to growth of 1x, which we
believe is appropriate given our estimated forward 3 year EPS CAGR of +36.5%.
We calculate that the stock is pricing in an earnings plateau of approximately $5,
which would imply a 5x increase in the installed brewer base. To be more
constructive we need to see a higher earnings plateau which is dependent upon
upside to our 17.6%, base case, household brewer penetration estimate. Other
risks include competition from larger rivals and patent expiration.

Neutral Rating and $72 price objective
Our $72 price objective is based on a target P/E ratio of 42.0x FY10E EPS, which
implies a P/E to growth of 1.2x using our forecasted 3-year EPS CAGR of 36.5%.

Estimates (Sep)

(Us$) 2007A  2008A  2009E 2010E 2011E
EPS 0.35 0.63 1.13 1.72 2.32
GAAP EPS 0.35 0.58 1.39 1.72 232
EPS Change (YoY) 34.6% 80.0% 79.4% 52.2% 34.9%
Consensus EPS (Bloomberg) 1.14 1.78 235
Dividend Rate 0 0 0 0 0
Valuation {Sep)

2007A  2008A  2009E 2010E 2011E
PIE 181.1x 100.6x 56.1x 36.8x 27.3x
GAAP P/E 181.1x 109.3x 45.6x 36.8x 27.3x
Dividend Yield 0% 0% 0% 0% 0%
EV/EBITDA* 51.3x 34.7x 22.0x 13.4x 9.7x
Free Cash Flow Yield* 0.3% -1.9% 1.7% -2.4% -0.4%
* For fult itions of iQmethod ™ , see page 23.
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iQprofile” Green Mountain Coffee Roasters

iQmethod *' - Bus Performance*

Green Mountain Coffee Roasters

Company Description

Green Mountain Coffee Roasters is a leader in the
specialty coffee industry, selling high-quality
premium coffee and innovative coffee brewing
systems. The company sells over 200 whole bean
and ground coffee selections, hot coca, teas, and
coffees in k-cup portion packs. The company also
sells the patented single-cup Keurig brewing
system.

Investment Thesis

(US$ Millions) 2007A 2008A 2009E 2010E 2011E
Return on Capital Employed 8.3% 11.4% 10.5% 11.9% 14.2%
Return on Equity 15.1% 20.4% 13.5% 13.8% 16.1%
Operating Margin 8.3% 9.1% 9.7% 10.4% 11.5%
Free Cash Flow 8 47) 42 (58) (10)
iQmethod * - Quality of Earnings*

(US$ Millions) 2007A 2008A 2009E 2010E 2011E
Cash Realization Ratio 2.3x 0.1x 2.1x 0.9x 1.0x
Asset Replacement Ratio 1.4x 2.7x 2.2x 3.6x 2.5x
Tax Rate 40.5% 38.9% 37.8% 39.0% 39.0%
Net Debt-to-Equity Ratio 87.7% 87.9% -39.9% -26.2% -21.6%
Interest Cover 4.6x 8.0x 17.3x NM NM
Income Statement Data (Sep)

(US$ Millions) 2007A 2008A 2009E 2010E 2011E
Sales 342 500 804 1,259 1,568
% Change 51.6% 46.4% 60.7% 56.6% 24.5%
Gross Profit 131 177 252 391 491
% Change 59.8% 34.9% 42.6% 55.2% 25.5%
EBITDA 43 64 101 166 230
% Change 58.0% 47.7% 58.1% 64.4% 38.4%
Net Interest & Other Income (6) (6} (5) M (1)
Net Income (Adjusted) 13 24 45 80 110
% Change 39.7% 85.0% 86.4% 75.8% 37.6%
Free Cash Flow Data (Sep)

{US$ Millions) 2007A 2008A 2009E 2010E 2011E
Net Income from Cont Operations (GAAP) 13 24 45 80 10
Depreciation & Amortization 15 18 23 35 49
Change in Working Capital 4 (47) 8 (55) (63)
Deferred Taxation Charge 0 1 2 0 0
Other Adjustments, Net 5 6 18 8 9
Capital Expenditure (22) (49) (81) (126) (125)
Free Cash Flow 8 A7 42 -58 -10
% Change NM NM NM NM 82.1%
Balance Sheet Data (Sep)

(US$ Millions) 2007A 2008A 2009E 2010E 2011E
Cash & Equivalents 3 1 289 238 235
Trade Receivables 39 55 54 92 123
Other Current Assets 45 96 100 156 197
Property, Plant & Equipment 66 98 132 221 294
Other Non-Current Assets 11 108 140 134 129
Total Assets 265 358 715 841 977
Short-Term Debt 0 0 0 0 0
Other Current Liabilities 57 73 83 122 141
Long-Term Debt 90 124 76 76 76
Other Non-Current Liabilities 18 22 23 23 23
Total Liabilities 165 218 182 221 240
Total Equity 99 140 534 620 737
Total Equity & Liabilities 265 358 75 841 977

* For full definitions of iQmethod ™ measures, see page 23.

Our Neutral reflects our view that the current share
price anticipates a high level of future earnings
growth. This is reasonable in our opinion given that
the companys plans to increase distribution, which
should drive higher household penetration and
usage rates for its Keurig single-cup brewing
system. Upside to our target valuation would require
faster than anticipated earnings growth from either
greater than anticipated penetration rates or higher
than expected operating leverage.

Chart 1: GMCR Revenues, FY06-FY12E
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Table 1: List of brands

Green Mountain Coffee Tully's
Newman's Own Organics Celestial Seasonings
Caribou Diedrich
Gloria Jean's Timothy's
Van Houtte Bigelow
Twinings Coffee People
Emeril's

Source: Company reports

Chart 2: Business Model Objectives
| Drive awareness of single-cup brewing |

l

[Increase brewer ("razor") installed base]
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Green Mountain Coffee Roasters

Overview

We are initiating coverage on Green Mountain Coffee Roasters (GMCR) with a
Neutral Rating and $72 price objective. Our rating reflects our view that the
current share price anticipates a high level of future earnings growth. This is
reasonable in our opinion given that the company’s plans to increase distribution,
which should drive higher household penetration and usage rates for its Keurig
single-cup brewing system. Upside to our target valuation would require faster
than anticipated earnings growth from either greater than anticipated penetration
rates or higher than expected operating leverage.

What is Green Mountain Coffee Roasters?

GMCR is a specialty coffee company, selling whole bean and ground coffee, hot
coca, teas in K-Cup portion packs, Keurig brewers, and a variety of other
products. Single-cup coffee brewing is the earnings and growth engine for the
company. K-Cup portion packs and Keurig brewers account for virtually all of the
growth and approximately 70% of consolidated net sales. Management's
business plan is based on increasing household penetration of its coffee brewers
and then profit from the recurring revenue stream of selling K-Cup portion packs
as we outline in Chart 1.

Chart 3: GMCR Business Model
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GMCR Shares have increased more than
four-fold since acquiring a controlling
staked in Keurig in 2006.

Green Mountain Coffee Roasters

Valuation

Chart 4: GMCR 5 year stock performance
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$72 price objective implies a 9.6% return
Our $72 price objective is based on a target P/E ratio of 42,0x FY10E EPS, which
implies a P/E to growth of 1.2x using our forward three years earnings CAGR of
36.5%. In our view, the high P/E muitiple relative to the packaged food group is
justified by the company’s attractive growth potential.

Table 2: GMCR Valuation Summary

Net Sales

Sales Growth

EBIT

EBIT Margin

Diluted EPS

EPS CAGR (FY09-FY12)

Valuation Range
Current Price
Price/BAS-ML EPS
PEG ratio

BAS-ML Price Objective
PO/BAS-ML EPS
PEG ratio

Source: Company reports, BAS-ML estimates

FYO08A
$500.3
46.4%
457
9.1%
$0.63
36.6%

$63.37
99.9x
2.7x

$72.00
113.5x
3.1x

FYOSE
$803.7
60.7%
1
9.7%
$1.13

56.1x

1.5x

63.7x
1.7x

FY10E
$1,258.8
56.6%
1315
10.4%
$1.72

36.9x

1.0x

42.0x
1.1x

FY11E
$1,567.6
24.5%
181.0
11.5%
$2.32

27.3x

0.7x

31.0x
0.8x

FY12E
$1,873.0
19.5%
2284
12.2%
$2.88

22.0x

0.6x

25.0x
0.7x
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Coffee Industry Overview
U.S. Coffee is a $7.6 billion industry

Chart 5: 2008 Fresh ground coffee dollar share According to Euromonitor, fresh ground coffee accounted for 92% of coffee sales
Smudter in 2008 and generated approximately $7.6 Billion in retail sales. Private label is
% e the leading market share at nearly 65% of category sales dollars.

Starbucks  Segafedo
5.6%

Lo Annual unit growth is averaging +1.0%
Taﬁ;ﬁaw In the aggregate, fresh ground coffee is a slow growth industry with compound
Privab Label P\ o et e annual unit growth of +1.0% over the past five years as demonstrated in Chart 6.
bar g Mountan We also believe household penetration for coffee makers is high. While the unit
% 0% growth has been +6.3% on average between 2002 and 2007, more recent trends

have been closer to flat.

Source: Euromonitor

Chart 6: Fresh Ground Coffee unit sales Chart 7: Coffeemaker unit sales
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Single-cup brewing is growing faster than the industry.
Single-cup brewing systems, like Green Mountain’s Keurig and the associated K-
Cups, offer consumers an alternative to drip coffee. Unit sales of single serve
coffee makers have increased +38.7% since 2004, faster than overall industry
average. Single-cup coffee portion pack sales are currently growing at a double-
digit rate as more consumers have adopted the product.
Chart 8: Retail sales growth of coffee portion packs Chart 9: Retail sales of single-serve coffee makers
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Chart 10: GMCR Revenues, FY06-FY12E
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Green Mountain Coffee Roasters

Investment positives

Strong sales momentum v

GMCR is growing sales at a 50%-60% rate due largely to market share gains in
its single-cup brewing business. While Sara Lee's Senseo and Kraft's Tassimo
garnered much of the early popularity in single-cup brewing, the Keurig K-Cup
system has recently emerged as the industry leader. Of the approximate 9 million
homes that utilize single-cup brewers in the U.S. (10% of the total coffeemaker
market), 3.2 million homes own a Keurig machine, which equates to 36% of total
single-serve coffeemakers and 3.5% of overall coffeemakers. Additionally, Green
Mountain captured a 50% dollar share in single-cup coffee pods business with its
featured K-Cups for the 52 weeks ended July 12, 2009, up significantly from the
year-ago period when it was only 24% of the market.

Chart 11: Coffee pods dollar shares, latest 52 weeks
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Source: IRI,

Best execution of single-cup business model

Snapple, Vitamin Water, Cliff Bar and Sam Adams are examples of consumer
packaged goods brands that were able to take market share from larger, more
entrenched competitors. Green Mountain Coffee has had similar success in at
home, single-cup coffee brewing, taking market share from Kraft (Tassimo), Sara
Lee (Senseo) and Nestle (Nespresso). In our view there are two important factors
that have differentiated GMCR from the competition in single-cup brewing that
have helped it win market share.

GMCR sells coffee makers and coffee

Maximizing this business model involves driving household penetration of coffee
makers and then capturing the recurring revenue stream from selling K-Cup
portion packs. GMCR is the only company that controls production and
distribution of the coffee and the brewer. This has allowed it to more aggressively
pursue selling and merchandising its machines, in our view, The company aims to
just break even on the machines. [t also recently licensed the technology to

Mr. Coffee and Cuisinart, which should aid in building household penetration. In
our view, because the competitors have licensing relationships with appliance
makers that need to make a profit on the machine, the selling effort is less
effective.
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Green Mountain Coffee Roasters

Table 3: Single-serve coffee consumer value proposition by manufacturer

Company Brewer  Machines offered
Green Mountain Keurig 5
Kraft Tassimo 2
Sara Lee Senseo 2

Source: Company reports, BAS-ML research

Chart 12: GMCR K-Cup unit sales by channel
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Source: Company reports, BAS-ML estimates

GMCR is currently in less than 4% of
households.

Varieties of products Pricing structure Avg. Price per coffee pod
over 200 $11.95/24 k-cups $0.50
18 5.99/16 t-discs--$10.49/12 t-discs $0.37 (Maxwell)--$0.87 (Starbucks).
15 $31.99/108 coffee pods $0.30

Aligned interests with non-grocery retailers.

It is standard practice that GMCR focused on department stores and mass
merchandisers to maximize distribution of coffee makers. A less obvious but
potentially more important strategy is that the company also sold K-Cups in these
same stores and not the grocery channel. As a result, retailer goals are aligned
with the company. Selling more coffee brewers means getting a share of the
recurring revenue stream associated with K-Cups, driving more customers in the
store. This differentiated GMCR from its competitors as the competition made its
coffee portion packs more widely available in grocery stores, rather than the
brewer retailer. This has enabled GMCR to gain retailer mindshare in the way that
Hansen (Monster Energy Drinks) did with convenience store operators and
Snapple in 1990’s with bodega owners in New York.

Opportunities for increased distribution

Plans in place to increase household penetration of brewers

There are approximately 90 million U.S. households with coffeemakers. Single-cup
brewing represents roughly 10% of all the coffeemakers sold in the U.S.
Specifically, Keurig represents 3.2 million of the total 8.9 brewers, or 36% of the
single-serve brewer market. In our view the segment and Keurig's share of the
segment is poised for growth as consumers are looking for improved brewing
systems that are able to offer quality and convenient alternatives for drinking coffee.

Chart 13: Keurig Brewer Penetration
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Source: Company reports

Clear initiatives to increase brewer penetration

The company recently increased the size of its target market from 40 million
middle to upper income households to 64 million that drink two or more cups of
coffee per day, driven by its expectation for future brewer growth. Growth in
installed brewers should be aided by brewer licensing partnerships established in
June 2009. Green Mountain entered into a licensing and distribution agreement
with Cuisinart (a leading maker of kitchen appliances that sells primarily in
department stores) that will enable the company to sell single-cup coffeemakers
under the Cuisinart name.
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Table 4: Distribution Channels

Retailers Grocery Stores
Wal-mart Kroger
Target Safeway
Costco Stop & Shop
Sam's club Hannaford
BJ's Shaw's
Williams-Sonoma Albertson's
Bed Bath & Beyond Wegmans
Macy's Market Basket
Kohl's Fred Meyer
JCPenney Roche Bros

Source: Company reports

Plans are in place to add approximately

15,000 new points of distribution over

then next 18-24 months.

Table 5: Key Base Case Assumptions

Current
Single-Cup Share 9.3%
Keurig 3.1%
Usage -Total 1.7x
AtHome 1.2x
Away from Home 4.1x
Price per K-Cup $0.35

Source: Company reports, BAS-ML estimates

Base Case

29.1%
16.0%
0.85x
0.75x
2.4x
$0.32

Green Mountain Coffee Roasters

The brewers, which will be co branded as Cuisinart and Keurig, are expected to
launch in spring 2010. Green Mountain also partnered with Mr. Coffee (the largest
coffeemaker in the country) also announced its intention to jointly develop Keurig
single-cup coffeemakers. The contracts with Mr. Coffee-and Cuisinart will help to
broaden the breadth of price points offered, with Mr. Coffee coming in below the
price of the Mini and Cuisinart offering a more premium product. These
partnerships will help drive penetration into Green Mountain's target market.
Additionally, these partnerships indicate that single-cup coffee technology is
penetrating mainstream consumer tastes.

K-Cup distribution expansion plans in grocery and non grocery channels
Most of the coffee sold in the U.S. is sold in grocery stores, yet grocery accounts
for only 19% of total K-Cup sales. As a result, in our view grocery store
penetration is an enormous market opportunity for GMCR. Several initiatives
have made Green Mountain’s target goal of 18,000 grocery locations (currently in
less than 5,000) and 20,000 retail stores (currently in 16,800) achievable. The
company announced the acquisition of Tully’s in September 2008, which added
the brand, infrastructure and grocery distribution in the West. Additionally, Green
Mountain recently entered into a distribution agreement with over 3,000 Wal-Mart
stores to sell its Keurig brewers as well as its K-Cups. Both of these opportunities
dramatically accelerate GMCR'’s expansion plans and provide opportunity to tap
the underexploited K-Cup potential. These initiatives also introduce a single-cup
product to a new demographic.

Chart 14: GMCR Target locations, retail and supermarkets
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Measuring the market opportunity

Up to $6 of earnings power in five years

Single-cup brewing is the principal driver behind GMCR’s earnings growth. The
growth potential in this segment of the coffee industry underpins the company’s
current valuation and investor expectations for earnings growth. Inputs to
measure the potential size of the market include industry size, GMCR share, K-
Cup pricing, and consumer usage rates. In our analysis below, we forecast a
potential earnings range around the number of at home installed brewers, while
holding other assumptions constant. In our base-case scenario, we estimate that
full penetration of 17.6 million at home brewers could generate about $5 of
earnings per share by year 5.



BankofAmerica 2%
Merrill Lynch

17 August 2009

A key question is whether single-cup
brewing will be come the coffee making
standard the same way drip-coffee did in
the 1970’s

Green Mountain Coffee Roasters

Table 6: Earnings Potential in 3 At Home Brewer Scenarios

Scenarios
Low Base High

iR o

K-Cups 2876 385.4 479.4
i ; o

Total operating profit 308.5 406.5 500.7
Net Income 187.6 247.4 304.8
El

Source: BAS-ML estimates

Total size of single-cup brewing will determine growth opportunity

In our view, meeting or exceeding the High scenario would require single-cup
brewing to take a substantial share from drip coffee brewers, or would require
Keurig brewers to build a greater share of the single-cup brewer installed base.
Downside to our forecasts would imply that the single-cup brewing system
remains a niche industry, with installed brewers not reaching our forecasts. We
are also forecasting that the company can essentially maintain operating margins;
however, downside could also be driven by lower profitability on K-Cup sales. If
single-cup brewing grows to our forecasts, it could attract more competition and
increase the risk of lower margins on K-Cup sales.

Increasing the installed brewer base is critical

GMCR'’s long-term sales opportunity can be estimated by forecasting the potential
for total installed brewers and the average rate of K-Cup use per brewer, In our
view, the company recognizes the importance of getting Keurig brewers placed in
homes, offices, hotels, and convenience stores to drive trial and adoption of its K-
Cup system. The company’s aggressive expansion plans highlight management's
understanding of the need to make the K-Cup assessable to consumers in order to
translate brewer sales into recurring K-Cup revenue.
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Our base case assumes that single-cup
brewers penetrate 29.0% of households in
5 years.

We estimate Keurig could achieve 55% of
the installed single-cup brewer base.

10

Green Mountain Coffee Roasters

Base case assumes single-serve brewers reaches 29% of total brewers
We estimate the total installed Keurig single-serve brewer opportunity to be about
18.7 million installed brewers as a base case. GMCR has shipped about 4.3
million Keurig brewers cumulatively since 2004, and we estimate about 3.2 million
units are installed at the end of FY09 (assuming an obsolescence and
replacement rate). Our estimated opportunity is broken down by At Home and
Away from Home channels in Table 6.

Table 7: Current and Potential Installed Brewer Estimates

At Home Current Potential Away from Home Current Potential
United States Office
Keurig Brewers 3214 14.850 Keurig Brewers 0.182 0.338
S8 share of total brewers 9.9%  30.0% SS share of total brewers 120%  20.0%
Keurig share of total brewers 3.6%  16.5% Keurig share of total brewers 75%  13.0%
Keurig share of SS brewers 36.0%  55.0% Keurig share of SS brewers 62.5%  65.0%
Canada Hotel
Keurig Brewers 0.150 2.750 Keurig Brewers 0.060 0.700
S8 share of total brewers 6.3%  25.0% SS share of fotal brewers 29%  35.0%
Keurig share of total brewers 0.8%  13.8% Keurig share of total brewers 1.5%  17.5%
Keurig share of SS brewers 12.0%  55.0% Keurig share of SS brewers 522%  50.0%
North America Foodservice
Keurig Brewers 3.364  17.600 Keurig Brewers 0.008 0.041
S8 share of total brewers 9.3%  29.1% S8 share of total brewers 13.3%  50.0%
Keurig share of total brewers 31%  16.0% Keurig share of total brewers 0%  27.5%
Keurig share of SS brewers 33.0%  55.0% Keurig share of SS brewers 37.5%  55.0%
Total
" Keurig Brewers 0250  1.079
S8§ share of total brewers 6.3% 29.6%
Keurig share of total brewers 37%  16.0%
Keurig share of SS brewers 58.4%  54.1%

Source: Company reports, BAS-ML estimates

Keurig At Home brewers could reach 17,6 million installed base

The At Home market is the largest opportunity for GMCR’s Keurig brewers. We
estimate that the total opportunity for single-serve coffee brewers At Home in
North America could reach 32.0 million, or about 29% of the total brewer installed
base. Keurig brewers, in our view, could reach a 55% share of the single serve
brewer market (from about 36% currently), or about 17.6 million Keurig brewers
installed At Home, including about 14.9 million in the U.S. and 2.8 million in
Canada. Our estimates imply that single serve brewers reach a 30% share of
total brewers in the U.S. (from about 10% now) and a 25% share in Canada (from
6.3% now). We also estimate that Keurig brewers could represent about 55% of
the single serve brewer industry in U.S. and Canada, or about 16.5% and 13.8%
if the total At Home brewer industries in the U.S. and Canada, respectively.
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Table 8: U.S. Brewer Sensitivity Table 9: Canada Brewer Sensitivity Table 10: North America Brewer Sensitivity

Keurig Share of §S Brewers Keurig Share of S8 Brewers Keurig Share of SS Brewers

14.9| 35% 45% 55% 65% 75% 2.8/ 35% 45% 55% 65% 75% 35% 45% 55% 65% 75%

Single 10%| 32 41 50 59 68 Single 15% 11 14 17 20 23 Single 1%| 42 54 7.8 9.0

Serve 20%| 6.3 8.1 13.5 Serve 20% 14 1.8 22 26 30 Serve 20%| 7.7 9.9 14.3 165

Shareof  30%| 95 122 : 20.3 Shareof 25%| 18 23 [ 28] 3. 3.8 Share of 29%| 1.2 144 }176:4 208 24.0

Total 40%| 126 162 198 234 27.0 Total 0% 21 27 33 39 45 Total 38%f 147 189 231 273 315

Brewers = 50%| 158 203 248 293 338 Brewers 35%| 25 32 39 46 53 Brewers 47%[18.2 234 286 338 39.0
Source: BAS-ML estimates Source: BAS-ML estimates Source: BAS-ML estimates

Away from home sales will take a back
seat to at home sales over the next 5
years.

Economic, jobs and travel recovery will
be critical to restarting away from home
sales.

Replacements drive annual sales of 2.5-3.0 million brewers

We estimate that a total of 18-19million brewers are sold in the U.S. annually. If
Keurig can capture slightly over 156% of total brewer sales (c. 3 million units
annually), we estimate GMCR can reach full penetration in about 5 years. At its
steady-state installed base, we estimate annual Keurig brewer sales could trend
between 2.5 and 3.0 million assuming replacement rates and the potential for
increasing market size (through more households or multiple brewers per
household).

Away from home brewer opportunity is smaller

The Away from Home opportunity is smaller, but still important because the
machines have high usage and are a good trial vehicle. This can have a positive
influence on a consumer’s intention to buy an At Home machine for personal use.
We estimate that the single serve coffee maker market could be about 2 million
brewers, or about 30% of the total brewers installed Away from Home. Despite
the relatively small number of brewers, we expect it could take over 5 years to
reach full distribution of the Away from Home market, given the current economic
conditions. This segment is likely more economically cyclical, as discretionary
consumer spending declines in convenience stores and hotels and offices may be
less likely to invest in brewers until conditions improve. Higher vacancy and
unemployment could also lower the rates of K-Cup usage per brewer in hotels
and offices.

Table 11: Summary Away from Home Brewer Opportunity

Target Keurig Brewer Keurig Brewer
Locations Share of Target Opportunity
Office . ~2.6mn 10-15% 250-400k
Hotel ~4mn 15-20% 600-800k
Foodservice ~150k 15-20% ~25-50k
Total ~6.75mn 10-20% 0.9-1.2mn

Source: BAS-ML estimates

We estimate Keurig Away from Home brewers could grow 4x

We estimate Keurig Away from Home brewer penetration can grow from about
250k installed brewers to 1.1 million, or about 16% of the total brewer market.
Office: We forecast Keurig can install about 340k office brewers. We estimate
there are approximately 2.6 million offices serviced by an office coffee distributer,
with single serve brewers currently in about 12% and about 150-200k GMCR
brewers installed (c. 7% share of total office and about 60% of single serve). Our
estimate implies that single serve brewers reach a 20% share of the office coffee
brewers and GMCR brewers account for about 65% of single serve brewers.
Hotel: The hotel segment has the largest number of targét locations, with about 4
million hotel rooms with a coffee maker. We expect GMCR would be targeting a
sub-segment of this, primarily the c. 1.5 million premium hotel rooms in the U.S.
We expect GMCR could install about 700k brewers in hotel rooms, implying about

11
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17.5% of the total hotel room brewer opportunity and over 45% of the company’s
target rooms. Foodservice: The foodservice channel is the smallest of the Away
from Home segment in terms of aggregate locations; however, we expect the
company could build high share in the channel as the product is very profitable for
the store owners. We estimate GMCR could install about 40k brewers,
representing about 27.5% of the 150k convenience store locations in the U.S.
This implies that single serve brewers enter about half of the ¢-store locations,
and GMCR brewers represent about 55% of the single-serve brewers. We
estimate the company is currently in 5-10k locations, mostly Exxon/Mobile On the
Run locations and some college campusss.

Table 12: Office Brewer Sensitivity Table 13: Hotel Brewer Sensitivity Table 14: Foodservice Brewer Sensitivity
Office Brewer Target Base Hote!l Brewer Target Base Foodservice Brewer Target Base
03] 20 23 26 29 32 0520 30 40 50 6.0 0.0{0.100 0.125 0.150 0.175 0.200
Keurig 7.5%]0.150 0.173 0.195 0.218 0.240 Keurig 7.5%]0.150 0.225 0.300 0.375 0.450 Keurig  7.5%]0.008 0.008 0.011 0.013 0.015
Share 10.0%(0.200 0.230 0.260 0.290 0.320 Share 12.5%]0.250 0.375 0.500 0.625 0.750 Share  12.5%|0.013 0.016 0.019 0.022 0.025
of 12.5%(0.250 0.288 |i325} 0.363 0.400 of 17.5%(0.350 0.525 0.875 1.050 of 17.5%]0.018 0.022 0.031 0.035
Total 15.0%(0.300 0.345 0.390 0.435 0.480 Total 22.5%(0.450 0.675 0.900 1.125 1.350 Total 22.5%(0.023 0.028 0.034 0.039 0.045
Brewers  17.5%|0.350 0.403 0.455 0.508 0.560 Brewers  27.5%|0.550 0.825 1.100 1.375 1.650 Brewers 27.5%|0.028 0.034 0.041 0.048 0.055
Source: BAS-ML estimates Source: BAS-ML estimates Source: BAS-ML estimates

Maintaining retail price points could be a
challenge as the grocery channel becomes
a more prominent piece of the mix.

12

Brewer placements must drive K-Cup sales

As we discussed earlier, GMCR sells brewers at essentially breakeven, as strong
margins on K-Cups drive the company profitability. The company’s razor/razor-
blade model requires the brewer customer to become a repeat K-Cup customer.
Itis equally important for GMCR to maintain a strong margin on K-Cup sales,
either by maintaining wholesale pricing or by reducing costs. Therefore, the
company’s success in driving consumer usage once the brewer is installed as
well as its ability to maintain its margin while increasing distribution will determine
the ultimate run-rate profitability of the company once growth slows.

At Home K-Cups could be $1.5bn of revenue

We estimate At Home brewers could drive about $1.5bn of revenue for GMCR on
a steady-state basis. This is based on our base-case where the company can sell
about 4.8bn K-Cups annually at a $0.32 per K-Cup wholesale price. This implies
a net reduction to the current wholesale price of K-Cups At Home, which we think
is appropriate as the company grows distribution in the more price-sensitive
grocery channel. Our K-Cup unit sales implies 17.6 million installed At Home
brewers and 0.75 K-Cups per brewer per day. We view this reduction from the
current 1.0+ cups per day as appropriately conservative as incremental brewers
sold may be bought as gifts or secondary brewers, or by a more marginal coffee
drinker than the early adaptors, lowering the average usage per brewer.
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Table 16: At Home K-Cup Unit and Pricing Sensitivity

Keurig Brewers Installed Base K-Cup Unit Sales
7.6 12.6 17.6 22.6 2186 3,5001 2,321 3,571 4,821 6,071 7321
K-Cups 0.25x] 694 1,151 1,607 2,064 2,520 Wholesale $0.26| $604 $929 $1,254 $1,579 $1,904
per 050x| 1,388 2,301 3214 4127 5,040 Price $0.29| $673  $1,036  $1,398  $1,761  $2,123
Unit 0.75x| 2,082 3452 6,191 7,561 per $0.32| $743  $1,143 $1,943  $2,343
per 100x| 2776 4,602 6,428 8255 10,081 K-Cup $0.35| $812  $1250  $1,687  $2125  $2,562
Day 1.25x| 3,470 5,753 8,036 10,318 12,601 $0.38| $882 $1,357 $1,832 $2,307 $2,782
Source: BAS-ML estimates Source: BAS-ML estimates
Away from Home K-Cup sales could reach $300 million
We estimate full penetration of Away from Home brewers could generate almost
$300 million of sales. This assumes installed Away from Home brewers reach our
base-case 1.1 million unit level, with about 2.4 K-Cups used per brewer per day
at an average wholesale price of $0.30. Our per-day usage assumes about 5.0
per day in Office, 0.75 per day in Hotel, and 10.0 per day in Foodservice.
Table 17: Away from Home K-Cup Usage Sensitivity Table 18: Away from Home K-Cup Unit and Pricing Sensitivity
Keurig Brewers Installed Base K-Cup Unit Sales -
0.869 0.974 1.079 1.184 1.289 649 804 959 1,114 1,269
K-Cups 13x| 384 454 594 665 Wholesale $0.24| $156 $193 $230 $267 $305
per 19x| 548 645 838 935 Price $0.27) $175 $217 $301 $343
Unit 24x| 712 836 1,082 1,205 per $0.30] $195 $241 $334 $381
per 3.0x| 877 1,026 , 1,326 1,476 K-Cup $0.33) $214 $265 $316 $368 $419
Day 3.5x] 1,041 1,217 1,393 1,570 1,746 $0.36; $234 $289 $345 $401 $457

Source: BAS-ML estimates

Chart 15: K-cup input costs

Source: BAS-ML sstimates

Estimates sensitive to small changes in wholesale price & usage
As we've discussed, our base case for about $5 of earnings is based on a

Distribuson/Other,
$0.017, 8%

Freight, $0.015,
%

number of assumptions. The actual earnings potential is very sensitive to these
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assumptions, especially usage rates and wholesale price of K-Cups. Below, we
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20%

Packaging, $0.040
Lebor/OH, $0.025 , L 18%

1%

Source: Company reports

Table 19: Earnings Sensitivity to At Home K-Cup Profitability

calculate the earnings potential adjusting two key factors. While we currently
estimate the average At Home wholesale price per K-Cup is about $0.35 and total
(operating) cost is about $0.25. In our base-case forecast, we are assuming that
the wholesale price of At Home K-Cup declines modestly as Grocery becomes a
larger percent of sales. We are keeping cost per K-Cup flat, expecting production
efficiencies to be offset be higher sales and merchandising costs in the grocery
channel. We estimate usage rates are currently about 1.7 cups per brewer per
day in At Home and about 4.0 per day in Away from Home brewers. We are
assuming that both decline over time, as At Home brewers are bought as
secondary brewers or by less consumptive consumers while the decline in Away
from Home usage is driven primarily from a shift from higher usage channels
(office and foodservice) to a greater brewer mix in hotels.

Table 20: Earnings Sensitivity to Usage Rates

Wholesale price of At Home K-Cup At Home K-Cup per Brewer per Day
: $0.28 $0.30 $0.32 $0.34 $0.36 0.25x 0.50x 0.75x 1.00x 1.25x
Cost $0.21] $5.42 $6.59 $7.77 $8.94 $10.12 Afr. Home 1.6x; $2.01 $3.38 $4.76 $6.13 $7.50
per $0.231 $4.01 $5.18 $6.36 $7.53 $8.71 K-Cup 2.0x] $2.11 $3.48 $4.85 $6.22 $7.60
K-Cup $0.25; $2.59 $3.77 9 $6.12 $7.30 per 24x] $2.20 $3.57 $6.32 $7.69
$0.271  $1.18 $2.36 $3.54 $4.71 $5.89 Brewer 2.8x] $2.30 $3.67 $5.04 $6.42 $7.79
$0.29] ($0.23) $0.95 $2.13 $3.30 $4.48 per Day 3.2x| $2.39 $3.77 $5.14 $6.51 $7.88

Source: BAS-ML estimates

Source: BAS-ML estimates
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With a net cash position GMCR should
have adequate funds for expansion plans.

Chart 16: GMCR 5 year forward PIE muitiple

Green Mountain Coffee Roasters

Well-capitalized balance sheet

Green Mountain has a solid balance sheet, with debt accounting for 42.7% of
total capital before the equity offering. We note that debt increased from $90mn
to $118mn in 2Q due to the acquisition of Tully’s; however, debt ratios continue to
be healthy. Post the secondary transaction, debt/capital is expected to go down
to 12%, creating a net cash position for the company. The excess cash is
expected to be used to fund growth and add long-term permanent capital.

Table 21: Pro forma capitalization

($ in millions) Pre deal Adjustments Post deal
Cash $4 $270 $274
Credit facility due December 2012 $99 ($75) $24
Term loan A due december 2012 $50 $0 $50
Total stockholder's equity $200 $345 $545
Total capitalization $349 $619
Total debt/total capitalization 42.7% 12.0%

Source: Company reports, BAS-ML estimates

Investment negatives

High growth expectations

GMCR shares are up +155% versus the S&P 500, which is up +12.0% year to
date. The P/E multiple is currently 38.5x forward 12-month consensus estimates.
This almost 10 point higher then where it was in January and 20 points above
where it stood in 2006 before the company purchased its controlling stake in
Keurig. By our calculations, the stock already anticipates a 35% three-year
earnings growth CAGR and a normalized earnings base of $4-$6. Bottom line:
with think expectations are already high.

Chart 17: GMCR 5 year price chart
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Source: FactSet

At some point single-cup brewing will hit
a saturation point.

14

Sourcs: FactSet

Sustaining growth in a low growth industry

GMCR sales growth has accelerated to 50%+ over the past two years due the
growth in its Keurig/K-Cup sales. The relatively low household penetration rates
of single-cup brewing systems in general (about 8.5% of households) and Keurig
specifically (about 3.5% of households) leave room for growth if more households
convert to single-cup brewing. Ultimately this growth is limited by the modest per
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Chart 18: U.S coffee machine dollar sales, 2002-2008

Green Mountain Coffee Roasters

capita consumption trends for coffee and tea. Management is working on pushing
for alternative usage occasions (e.g., iced tea); however, at some point, we view
the opportunity pool to be defined by coffee consumption. As a result, we believe
a critical factor will getting a mainstream conversion from drip to single-cup
brewing in a way that was similar to consumer changing from VCR'’s to DVD
players.

Chart 19: U.S coffee machine unit sales, 2002-2007
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If single-cup brewing gains significant
share, competitors are likely to step up
marketing efforts.

Even if K-Cup patents expire,
manufacturing equipment is still
exclusive.
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Continuing to take share from larger competitors

As GMCR expands distribution into the grocery channel, it will be natural for the
non-grocery retailers to be concerned about cannibalization. In addition, at some
point, if single-cup brewing becomes a big enough share of the overall industry,
rivals could be incentivised to underwrite increased penetration of their coffee
systems to compete more effectively with GMCR. A similar scenario has played
out in recent years in iced tea and energy drinks.

Patent expirations .

Green Mountain, via Keurig, currently has 32 U.S. patents and 69 international
patents related to it single-cup brewing technology. Green Mountain’s brewing
system relies on three key technologies.

1. The patented K-Cup portion packs, which contain specific portion of ground
coffee packed and sealed air-tight with a combination of plastic and foil lid

2. The brewer which punctures the foil lid at the bottom of the K-Cup and forces
hot water through the K-Cup and into the mug

3. The packaging lines which manufacture K-Cups at the roaster’s facilities

Of the total 101 patents, 80% are utility patents and the rest are design patents.
The two principal patents linked to K-Cups are set to expire in 2012; one is
pending, which if approved would extend protection through 2023. The company
has an exclusive agreement with the manufacturer of the K-Cup filling equipment
that prohibits them from selling equipment to anyone other than GMCR or its
licensed roasters. In addition, licensed roasters could break their royalty
arrangements; however they are then prohibited from using their K-Cup
production lines.
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Chart 20: GMCR Executive Officers

Green Mountain Coffee Roasters

Management overview

Since its inception GMCR has probed the U.S. coffee market for seams of unmet
demand. Management has had a relationship with Keurig since 1994 and has
patiently converted the single-cup brewing concept into a profitable reality. With
Keuring now such a critical piece driving success, thinking our view it was
appropriate to bring President and CEO Larry Blandford on to enhance its odds
for success penetrating the coffee maker market. It is also important to note that,
by our calculations a change of control at GMCR is worth more than $500 million
to the chairman, $20 million to the president and CEO and $15 million to the
CFO.

Management Age Position Position since Previous experience

CEO at Royal Group Technologies (which was sold to Georgia Golf), Presidentand
Larry Blanford 55 Presidentand CEC May 2007 CEO of Philips Consumer Electorics North America, Management positions at PPG

and P&G

e Senior VP of HR at Webster Bank, VP of HR at Bombardier Capital, and Training

Kathryn S. Brooks 53 VP of HR and Organizational Dev. Apr 2001 Cons ultant forMutual of Omaha
R. Scott McCreary 49 Chief Operating Officer Sep 2004 Employed by Unilever North America, Senior Director of Ops atBen & Jerry's
Frances G. Rathke 48 Chief Financial Officer Oct2003 Financial consultant with various food manufacturers,
Stephen J. Sabol 47  Vice Presidentof Development Oct 2001 VP of sales, VP of Branded Sales, General Manager of Roasters

Source: Company reports

Chart 21: GMCR Board of directors

Name Age Director since  Additional roles
Barbara D. Carlini 49 2002 Active member of the Society for Information Management (SIM)
David E. Moran 55 1995 President and Founder of Marketing Driven Solutions o
. President of DeForest Concepts, a consulting firm specializing in small
Hinda Miller . .
58 1999 business and promotion of women entrepreneurs
Jules A del Vecchio First Vice President in the Agency Department of New York Life Insurance
65 1993 company
Lawrence J. Blanford 55 2007 President and CEO of Green Mountain, also sening as Director on the Board
Michael J. Mardy 60 2007 EVP and CFO of Tumi, Inc, a retailer of prestige luggage and travel accessories
Robert P. Stiller 65 1993 Chairman of the Board, founder of Green Mountain Coffee Roasters
William D. Davis 59 1993 President and CEO of Learning Care Group

Source: Company reports
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Corporate history/timeline

Green Mountain was founded by Robert Stiller in 1981. After selling his founding
stake in the company that created EZ-Wider rolling papers, Stiller was spending
time in Vermont and came across the Green Mountain coffee shop and eventually
bought the entire company. At the time, Green Mountain was a small specialty
store whose customer base was a few restaurants and the public. By the mid
1980's, Stiller convinced a convenience store owner to sell Green Mountain
coffee. He then took it one step further by selling Green Mountain coffee in Mobil
Corporation’s 1,000 stores nationwide.

By the early 1990’s, Green Mountain completed its initial public offering (1993).
Net proceeds from the offering were used primarily for expansion. At the time, the
company was serving 2,400 wholesale accounts and was selling 80 varieties of
coffee. A relationship with a New England food service distributor helped cement
Green Mountain’s position amongst restaurants and institutions. Furthermore,
Green Mountain continued to make an aggressive push into foodservice, primarily
gas stations in the northeast.
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Chart 22: GMCR historical timeline

Green Mountain Coffee Roasters

In 1997, Green Mountain began trading on the NASDAQ. By this time, the
company'’s retail store presence peaked at nearly a dozen stores and the
company continued to establish a wholesale presence that included customers
such as Weight Watchers International and L.L. Bean Catalog. With booming
wholesale prospects, Green Mountain announced its intention to leave the retail
operations in May 1998. By 2000, the company commenced its long-term
relationship with Exxon Mobil, distributing its coffee to their convenience stores.

In FY2002, Green Mountain acquired a 42% ownership interest in Keurig, a
manufacturer of brewing equipment (Note: the company fully acquired Keurig in
June 2006) Green Mountain had ties with Keurig since 1994, supporting the
development of a single-cup brewing system. That year further marked the
beginning of Green Mountain’s aggressive expansion into new products and
customers. It signed a licensing agreement with Newman'’s Own Organics, Inc,
distributing all Fair Trade/organic coffees co-branded under both companies'’
names. Furthermore, by the end of the year, Green Mountain was selected as
the exclusive supplier of bulk certified Fair Trade and organic coffees for Wild
Oats Market. In 2004, the company initiated an agreement with Bruegger's to
source, roast, and package coffee for all of the chain’s bakery-cafes. In 2005, the
company began selling Newman’s Own Organic Blend in more than 600
McDonald’s restaurants in the Northeast. In 2008, the Tully’s brand and
wholesale acquisition expanded the company’s national footprint for its
manufacturing and distribution efforts.

Today, the majority of Green Mountain Coffee's revenues are derived from nearly
8,000 wholesale customer accounts, which service supermarkets, supermarket,
specialty food store, convenience store, food service, hotel, restaurant,'university,
travel and office coffee service customers. In addition to its extensive wholesale
operation, Green Mountain has a direct mail operation and e-commerce website.
Most recently, the company began to distribute Keurig's gourmet single-cup
brewers and K-Cup portion packs in over 3000 Wal-Mart stores. Furthermore,
Green Mountain entered into licensing and distribution agreements with Cuisinart
and Mr. Coffee, enabling the companies sell single-cup coffeemakers.

1981: Bob Stiller
purchases the Green
Mountain Coffee Store

1989: Employees form an
environmental steering

1991: Green Mountain
holds initial public

committee offering

| 7

2000: Company commences
long term relationship with
Exxon Mobile

2009: Company begins to
distribute Keurig brewers and K-cups
in over 3,000 Wal-Mart stores

1997 : Shares listed on 2006: Fully acquires
NASDAQ Keurig Brewers

L/

1980s

1990s

2000s

1991: Company installs
$30,00 computerized roster

1994: First exports
shipped to Canada and

1985: Green Mountain turns

a profit Taiwan

Source: Company reports
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1998: Company
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retail stores

2002: Acquires 42%
ownership interest
in Keurig 2008: Tully's acquisition 2009: Contracts with
expands the company’s national Cuisinart and

footprint for manufacturing Mr. Coffee expand

and distribution efforts company's distribution efforts

17



Bankof America %%
Merrill Lynch

17 August 2009

Table 22: GMCR Quarterly Income Statement

Green Mountain Coffee Roasters

Year Ended December
Quarter Ended

Income Statement

Net sales

Cost of sales

Gross profit

Selling and operating expenses

General and administrative expenses

Operating profit i
Other expense

Interest expense

Income before income taxes
Taxes

Net income

Diluted shares outstanding

Diluted EPS

Growth Analysis (%)
Net sales

Gross profit
Operating profit

Net income

Diluted E.P.S.

Profitability (% sales)
Gross profit margin
bp change
Operating profit margin
bp change
EBITDA margin
bp change

Cost Analysis (%)

COGS %sales

MS&A expenses % sales
A&P expenses % sales
Other expenses % of sales
Apparent interest rate
Effective tax rate

Source: Company reports, BAS-ML. estimates
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2008PF 2009E 2010E

DecA MarA JunA SepA YearA DecA MarA JunA SepE YearE YearE
126445 120.877 118120 134.835 500.277 196.980 193.351 190.509 222.876 803.716  1,258.830
83.156  76.164 75.626  88.426 323.372 143.630 131.370 126428 150.064 551.492 867.487
43280 44713 42494  46.409 176.905 53350 61981  64.081 72812 252224 391.343
27.034 21841 20620  22.687  92.182 36.181  28.094 28597  33.043 125915 183.287
9.259  10.246 9.772 9734 39.011 9211 11245 12708 15434  48.598 76513
6.996 12626 12102 13988 45712 7.958 22642 22776 24335  77.711 131.542
(0.114)  (0.089)  (0.025) (0.007)  (0.235)  (0.043) (0.242)  (0.039)  (0.050)  (0.374) (0.374)
(1.544) (1.495) (1.376) (1.290) (5705) (1.382) (1.032) (1.080) (1.000)  (4.494) (0.561)
5338  11.042 10701 12691 39.772 6.533  21.368 21657 23285  72.843 130.607
(2.134) (4472) (3879) (4.970) (15455)  (2.540) (8.385) (7.517)  (9.081) (27.523) (50.937)
3.204 6.570 6.822 7721 24.317 3993 12983 14140 14204 45320 79.670
38.137 38201 38493 38558  38.347 38.628  39.020  39.670  43.045  40.091 46.420
$0.08 $0.17 $0.18 $0.20 $0.63 $0.10 $0.33 $0.36 $0.33 $1.13 $1.72
51.7%  459%  43.3%  45.0% 46.4% 558%  60.0%  613%  653% 60.7% 56.6%
36.6%  376%  245%  A1.4% 34.9% 23.2% 386%  50.8%  56.9% 42.6% 55.2%
202%  739%  646%  80.1% 62.1% 138%  793%  88.2%  74.0% 70.0% 69.3%
312% 101.2%  85.1%  106.0% 85.0% 246%  97.6% 107.3%  84.0% 86.4% 75.8%
250%  945%  794% 102.5% 79.3% 23.0%  935% 101.1%  64.8% 78.3% 51.8%
342%  371.0%  36.0%  344% 354% 211%  321%  33.6%  32.7% 31.4% 31.1%
-378bp  -220bp  -544 bp -86bp  -302bp  -715bp -493bp -234bp -175bp  -398bp -29 bp
5.5% 10.4% 10.2% 10.4% 9.1% 4.0% 11.7% 12.0% 10.9% 9.7% 10:4%
-145bp  16%bp  132bp 203 bp 88bp  -149bp  126bp  171bp 54 bp 53 bp 78bp
9.0% 14.2% 14.2% 14.0% 12.8% 6.8% 14.6% 15.1% 13.9% 12.6% 13.2%
-231bp 96 bp 61bp  125bp 11bp  -220bp 41bp 96 bp -10bp -21hp 63 bp
65.8%  630%  64.0%  656% 64.6% 729%  679%  664%  67.3% 68.6% 68.9%
21.4% 18.1% 17.5% 16.8% 18.4% 18.4% 14.5% 15.0% 14.8% 15.7% 14.6%
7.3% 8.5% 8.3% 7.2% 7.8% 4.7% 5.8% 6.7% 6.9% 6.0% 6.1%
(01%)  (0.1%)  (0.0%)  (0.0%) (0.0%) (0.0%)  (0.1%)  (0.0%) (0.0%)  (0.0%) (0.0%)
6.4% 5.9% 5.7% 4.7% 5.4% 5.3% 3.6% 36%  (8.8%)  (9.9%) (0.3%)
40.0%  405%  36.3%  39.2% 38.9% 38.9%  392%  347%  39.0% 37.8% 39.0%
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Table 23: GMCR Annual Income Statement

Green Mountain Coffee Roasters

Year Ended December
Income Statement

Net sales

Cost of sales

Gross profit

Selling and operating expenses

General and administrative expenses

Operating profit

Other expense

Interest expense

Income before income taxes
Taxes

Net income

Diluted shares outstanding
Diluted EPS

Growth Analysis (%)
Net sales

Gross profit
Operating profit

Net income

Diluted E.P.S.

Profitability (% sales)
Gross profit margin
bp change
Operating profit margin
bp change
EBITDA margin
bp change

Cost Analysis (%)

COGS % sales

MS8A expenses % sales

A&P expenses % sales

Other expenses % of sales
Apparent interest rate

Effective tax rate

Source: Company reports, BAS-ML estimates

2006 2007 2008 2009E 2010E 2011E 2012E
225323 341.651 500.277 803.716 1,258.830 1,567.605 1,873.036
143.289 210.530 323.372 551.492 867.487 1,076.355 1,281.503

82.034 131.121 176.905 252.224 391,343 491.250 591.532
46.808 72.641 92.182 125915 183.287 224322 263.416
17112 30.281 39.011 48.598 76.513 85.887 99.704
18.114 28.199 45712 77.711 131.542 181.042 228.412
0.202 0.054 (0.235) (0.374) (0.374) (0.374) (0.374)
(2.261) (6.176) (5.705) (4.494) (0.561) (0.974) (0.973)
16.055 22.077 39.772 72.843 130.607 179.694 227.065
(6.649) (8.936) (15.455) (27.523) (50.937) (70.081) 88.555
9.406 1344 24317 45.320 79.670 109.613 138.510
35.591 37.160 38.347 40.091 46.420 47.220 48.020
$0.26 $0.35 $0.63 $1.13 $1.72 $2.32 $2.88
39.5% 51.6% 46.4% 60.7% 56.6% 24.5% 19.5%
44.0% 59.8% 34.9% 42.6% 55.2% 25.5% 20.4%
13.9% 55.7% 62.1% 70.0% 69.3% 37.6% 26.2%
(0.4%) 39.7% 85.0% 86.4% 75.8% 37.6% 26.4%
(3.5%) 33.8% 79.3% 78.3% 51.8% 35.3% 24.3%
36.4% 38.4% 35.4% 314% 31.1% 31.3% 31.6%
114 bp 197 bp -302 bp -398 bp -29 bp 25bp 24 bp

8.0% 8.3% 9.1% 9.7% 10.4% 11.5% 12.2%

-181 bp 21 bp 88 bp 53 bp 78 bp 110 bp 65 bp
12.2% 12.7% 12.8% 12.6% 13.2% 14.7% 15.5%
232 bp 51bp 11 bp -21bp 63 bp 148 bp 79 bp
63.6% 61.6% 64.6% 68.6% 68.9% 68.7% 68.4%
20.8% 21.3% 18.4% 15.7% 14.6% 14.3% 14.1%

76% 8.9% 7.8% 6.0% 6.1% 5.5% 5.3%

0.1% 0.0% (0.0%) (0.0%) (0.0%) (0.0%) (0.0%)

8.9% 6.5% 5.4% (9.9%) (0.3%) (0.6%) {0.6%)

41.4% 40.5% 38.9% 37.8% 39.0% 39.0% 39.0%
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Table 24: GMCR Annual Balance Sheet

Green Mountain Coffee Roasters

Year Ended December

Assets

Cash and cash equivalents

Restricted cash and cash equivalents

Receivables - net

Inventories

Other current assets

Deferred income taxes - net
. Total current assets

Fixed assets, net

intangibles, net

Goodwill

Other long-term assets

Long-term assets

Total Assets

Liabilities and Equity
Current portion of long-term debt
Accounts payable

Accrued compensation costs
Accrued expenses

Income taxes payable

Other short-term liabilities
Total current liabilities
Long-term debt

Deferred income taxes, net
Long-term liabilities

Preferred stock

Common stock

Additional paid-in capital

Retained earnings

Accumulated other comprehensive income
ESOP unallocated shares, at cost
Treasury shares, at cost

Total stockholder's equity

Total Liabilities & Equity

Source: Company reports, BAS-ML estimates

20

2006 2007 2008 2009E 2010E 2011E
1.066 2.818 0.804  289.099 238306  234.943
0.208 0.354 0.161 0.161 0.161 0.161
30.071 39.373 54.782 54.221 91822 122935
31.796 38909  85.311 83102 135471 173.986
2.816 2811 4.886 6.606 10.347 12.884
67.959 87.823 152090 443156 486073  554.876
48.811 65.692 97.678 132080 220712 293.718
39.019 34.208 29.396 36.480 30.660 24840
75.305 73.840 73.953 99.558 99.558 99.558
2912 2.964 4531 4114 4114 4114
166.047 176704 205558 272232 355044 422230
234006 264527  357.648 715388 841118  977.106
0.097 0.063 0.033 0.037 0.037 0.037
23.124 37.778 43.821 50.645 74911 87.049
6.736 7.027 11.669 13.212 20,693 25769
7.978 9.866 14,645 16.291 22.067 23.185
0.000 1.443 2.079 0.000 0.000 0.000
38.809 57.048 72.920 82899 121959 141334
102.871 90.050 123517 76.018 76.018 76.018
17.386 18.330 21,691 22.696 22,606 22,696
120257 108380  145.208 98.714 98.714 98.714
2.404 2470 4.169 4.290 4.290 4290
34.545 45704 61987 402069  409.069  416.069
46.138 58.981 81280 136991 216661 326275
(0548) (0512  (0419)  (2078)  (2.078)  (2.078)
(0263)  (0.208)  (0.161)  (0.161)  (0.161)  (0.161)
(7.33)  (7.336)  (7.336)  (1.336)  (7.336) 7336
74.940 99.099 139520 533775 620445  737.05
234006 264527  357.648 715388 841118  977.106

2012E

258.579
0.161
1567.150
214.169
15.395
9.967
665.421
359.510
19.020
99.558
4114
482.202
1,137.623

0.037
96.618
30.790
22.571

0.000

6.325

156.341
76.018
22,696
98.714

4.290
423069
464.784

(2.078)

(0.161)
7.33
82.56
1,137.623

g

(ocd
|Co
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Table 25: GMCR Annual Cash Flow Statement

Green Mountain Coffee Roasters

Year Ended December

Net income

Depreciation and amorization
Amortization of intangibles

Loss on disposal of fixed assets
Provision for losses on doubtful accounts
Loss of futures derivatives

Tax benefit from exercise of options
Deferred income taxes

Deferred and stock compensation
Other, net

Operating cash flow

Receivables

Inventories

Income taxes payable (receivable)
Other current assets

Other long-term assets, net
Accounts payable

Accrued compensation

Accrued expenses

Net working investment
Net cash from operating activities

Capital expenditures for fixed assets
Proceeds from disposal of fixed assets
Other, net

Net cash used in investing activities

Net change in revolving line of credit
Proceeds from issuance of common stock
Windfall tax benefit

Deferred financing fees

Repayment of long-term debt

Other, net

Net cash used in financing activities
Net change in cash

Beginning cash balance

Ending cash balance

Source: Company reports, BAS-ML estimates

(13.613)
0.493

(101.052)
(114.172)

102.800
2.189
1189

(1.431)
(8.580)
0.000
96.167
(5.181)
6.450
1.066

2007
12.843
10.328

4.811

0.133

0.620

0.026
0.046
0.145
4.603
0.200
33.755

(9.922)
(6.983)
2.061
(0.141)
(0.052)
8.969
0.291
1.856

(3.921)
29.834

(21.844)
0.187
0.000

(21.657)

(12.800)
3.123
3.307
0.000

(0.055)
0.000
(6.425)
1.752
1.066
2.818

2008
22.299
13.500
4812
0.201
1.159
0.006
(0.447)
0.549
6.455
0.200
48.734

(16.568)
(46.402)
(1.882)
0.636
(0.660)
8.667
4,642
4779
46.788
1.946

(48.718)
0.407
0.000

(48.311)

33.500
5.653
6.168

(0.907)

(0.063)
0.000

44,351

(2.014)
2.818
0.804

2009E
55.711
18.175
5.316
0.168
0.585
0.207
(0.163)
(1.940)
6.775
0.000
84.834

0.519
4.496
(2.364)
(1.694)
0.587
4628
1543
0.591
8.306
93.140

(51.315)
0.152

(41.451)
(92.614)

(47.500)
326.351
9.123
0.000
(0.205)
0.000
287.769
288.295
0.804
289.099

2010E
79.670
29,062
5.820
0.000
1.414
0.000
0.000
0.000
6.775
0.000
122.741

(37.601)
(52.369)
0.000
(3.741)
0.000
24.265
7.481
7313

{54.651)
68.090

(125.883)
0.000
0.000

(125.883)

0.000
7.000
0.000
0.000
0.000
0.000
7.000
(50.793)
289.099
238.306

2011E
109.613
43.528
5.820
0.000
2.099
0.000
0.000
0.000
6.775
0.000
167.836

(31.112)
(38.516)
0.000
(2.538)
0.000
12.139
5.076
2.161

(62.791
115.045

(125.408)
0.000
0.000

(125.408)

0.000
7.000
0.000
0.000
0.000
0.000
7.000
(3.363)
238.306
234.943

2012E
138.510
55.837
5.820
0.000
2.709
0.000
0.000
0.000
6.775
0.000
209.651

(34.216)
(40.183)
0.000
(2510)
0.000
9.569
5.021
0.417

(61.902)
147.749

©(131.112)
0.000
0.000
(131.112)

0.000
7.000
0.000
0.000
0.000
0.000
7.000
23.636
234.943
258.579
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US-Food Coverage Cluster

Green Mountain Coffee Roasters

Price objective basis & risk

Green Mountain Coffee Roasters (GMCR)

Our $72 price objective is based on a target P/E ratio of 42.0x FY10E EPS, which
implies a P/E to growth of 1.2x using our forward three years earnings CAGR of
36.5%. In our view, the high P/E multiple relative to the packaged food group is
justified by the companys attractive growth potential. This is reasonable in our
opinion given that the companys plans to increase distribution, which should drive
higher household penetration and usage rates for its Keurig single-cup brewing
system. Upside to our target valuation would require faster than anticipated
earnings growth from either greater than anticipated penetration rates or higher
than expected operating leverage. Downside to our target would be driven by
lower household brewer penetration, lower K-Cup usage per brewer, and lower
margin per K-Cup sold.

Analyst Certification

I, Bryan D. Spillane, hereby certify that the views expressed in this research
report accurately reflect my personal views about the subject securities and
issuers. | also certify that no part of my compensation was, is, or will be, directly
or indirectly, related to the specific recommendations or view expressed in this
research report.

investment rating Company

Campbell Soup Company
ConAgra Foods, Inc.

Dean Foods Company
General Mills

Kraft Foods Inc.

Seneca Foods Corporation

Green Mountain Coffee Roasters

Kellogg
Mead Johnson Nutrition Company

iy

Sara Lee Corporation
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ML ticker Bloomberg symbol Analyst

CPB CPBUS

Bryan D. Spillane
CAG CAG US Bryan D. Spillane
DF DF US Bryan D. Spillane
GIS GISUS Bryan D. Spillane
KFT KFT US Bryan D. Spillane

SENEA SENEA US Bryan D. Spillane
v -

GMCR US Bryan D. Spillane
KUS Bryan D. Spillane
MJIN US

Bryan D. Spillane
SLE US Bryan D. Spillane
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Green Mountain Coffee Roasters

iQmethod™ Measures Definitions

Business Performance
Return On Capital Employed

Return On Equity
Operating Margin
Earnings Growth
Free Cash Flow

Quality of Earnings
Cash Realization Ratio
Asset Replacement Ratio
Tax Rate

Net Debt-To-Equity Ratio
Interest Cover
Valuation Toolkit
Price / Eamnings Ratio
Price / Book Value
Dividend Yield

Free Cash Flow Yield
Enterprise Value / Sales

EV/EBITDA

Numerator

NOPAT = (EBIT + Interest Income) * (1 - Tax Rate) + Goodwill
Amortization

Net Income

Operating Profit

Expected 5-Year CAGR From Latest Actual

Cash Flow From Operations — Total Capex

Cash Flow From Operations

Capex

Tax Charge

Net Debt = Total Debt, Less Cash & Equivalents
EBIT

Current Share Price

Current Share Price

Annualised Declared Cash Dividend

Cash Flow From Operations ~ Total Capex

Denominator

Total Assets ~ Current Liabilities + ST Debt + Accumulated Goodwill
Amortization

Shareholders’ Equity

Sales

N/A

N/A

Net Income
Depreciation
Pre-Tax Income
Total Equity
Interest Expense

Diluted Eamings Per Share (Basis As Specified)
Shareholders’ Equity / Current Basic Shares

Current Share Price

Market Cap. = Current Share Price * Current Basic Shares

EV = Current Share Price * Current Shares + Minority Equity + Net Debt + Sales

Other LT Liabilities
Enterprise Value

Basic EBIT + Depreciation + Amortization

iQmethod s the set of Banc of America Securities-Merrill Lynch standard measures that serve to mamtam global consistency under three broad headings: Business Performance, Quality of Eamings, and validations. The key features of

iQmethod are: A istently structured, detailed, and transparent methodology. Guidelines to ize the effect of the comparative valuation process, and to identify some common pitfalls,

iQdatabase ® is our real-time global r h database that is sourced directly from our equity analysts’ eamings models and includes forecasted as well as historical data for income statements, balance sheets, and cash flow statements for
companies covered by Banc of America Securities-Merill Lynch.

iQprofile™, anelhadW are service marks of Merrill Lynch & Co., Inc.iQdatabase ®is a reglstersd service mark of Merill Lyneh & Co,, Inc,
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Important Disclosures

Investment Rating Distribution: Food Group (as of 01 Jun 2009)

Coverage Universe Count Percent Inv. Banking Relationships* Count Percent
Buy 24 38.71% Buy 6 27.21%
Neutral 25 40.32% Neutral 9 50.00%
Sell 13 20.97% Sell 2 18.18%
Investment Rating Distribution: Global Group (as of 01 Jun 2009)

Coverage Universe Count Percent Inv. Banking Relationships* Count Percent
Buy 1303 40.83% Buy 602 5110%
Neutral 807 25.29% Neutral 362 51.49%
Sell 1081 33.88% Sell 394 39.96%

* Companies in respect of which MLPF&S or an affiliate has received compensation for investment banking services within the past 12 months. For purposes of this distribution, a stock
rated Underperform is included as a Sell.

FUNDAMENTAL EQUITY OPINION KEY: Opinions include a Volatility Risk Rating, an Investment Rating and an Income Rating. VOLATILITY RISK
RATINGS, indicators of potential price fluctuation, are: A - Low, B - Medium and C - High. INVESTMENT RATINGS reflect the analyst’s assessment of a
stock’s: (i) absolute total return potential and (ii) attractiveness for investment relative to other stocks within its Coverage Cluster (defined below). There
are three investment ratings: 1 - Buy stocks are expected to have a total return of at least 10% and are the most attractive stocks in the coverage cluster;
2 - Neutral stocks are expected to remain flat or increase in value and are less attractive than Buy rated stocks and 3 - Underperform stocks are the least
attractive stocks in a coverage cluster. Analysts assign investment ratings considering, among other things, the 0-12 month total return expectation for a
stock and the firm’s guidelines for ratings dispersions (shown in the table below). The current price objective for a stock should be referenced to better
understand the total return expectation at any given time. The price objective reflects the analyst’s view of the potential price appreciation (depreciation).

Investment rating Total return expectation (within 12-month period of date of initial rating) _ Ratings dispersion guidelines for coverage cluster*
Buy >10% <70%
Neutral 2 0% < 30%
Underperform N/A 2 20%

* Ratings dispersions may vary from time to time where BAS-ML Research believes it better reflects the investment prospects of stocks in a Coverage Cluster.

INCOME RATINGS, indicators of potential cash dividends, are: 7 - same/higher (dividend considered to be secure), 8 - sameflower (dividend not considered
to be secure) and 9 - pays no cash dividend. Coverage Cluster is comprised of stocks covered by a single analyst or two or more analysts sharing a common
industry, sector, region or other classification(s). A stock’s coverage cluster is included in the most recent BAS-ML Comment referencing the stock.

MLPF&S or one of its affiliates acts as a market maker for the equity securities recommended in the report: Green Mountain.

MLPF&S or an affiliate was a manager of a public offering of securities of this company within the last 12 months: Green Mountain.

The company is or was, within the last 12 months, an investment banking client of MLPF&S and/or one or more of its affiliates: Green Mountain.

MLPF&S or an affiliate has received compensation for investment banking services from this company within the past 12 months: Green Mountain.

MLPF&S or an affiliate expects to receive or intends to seek compensation for investment banking services from this company or an affiliate of the company
within the next three months: Green Mountain.

MLPF&S or one of its affiliates is willing to sell to, or buy from, clients the common equity of the company on a principal basis: Green Mountain, :

The analyst(s) responsible for covering the securities in this report receive compensation based upon, among other factors, the overall profitability of Merrill
Lynch, including profits derived from investment banking revenues.
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Other Important Disclosures

Merrill Lynch Research policies relating to conflicts of interest are described at http:/iwww.ml.com/medial43347.pdf.

"Merrill Lynch" includes Merrill Lynch, Pierce, Fenner & Smith Incorporated ("MLPF&S") and its affiliates, including BofA (defined below). "BofA"
refers to Banc of America Securities LLC ("BAS"), Banc of America Securities Limited ("BASL"), Banc of America Investment Services, Inc ("BAI") and
their affiliates. Investors should contact their Merrill Lynch or BofA representative if they have questions concerning this report,

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

MLPF&S, BAS, BAI, and BASL distribute, or may in the future distribute, research reports of the following non-US affiliates in the US (short name: legal name):
Merrill Lynch (France): Merrill Lynch Capital Markets (France) SAS; Merrill Lynch (Frankfurt): Merill Lynch International Bank Ltd, Frankfurt Branch; Merrill Lynch
(South Africa): Merrill Lynch South Africa (Pty) Ltd; Merrill Lynch (Milan): Merrill Lynch International Bank Limited; MLPF&S (UK): Merrill Lynch, Pierce, Fenner &
Smith Limited; Merrill Lynch (Australia): Merrill Lynch Equities (Australia) Limited; Merrill Lynch (Hong Kong): Merrill Lynch (Asia Pacific) Limited: Meril 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 (KL) Sdn. Bhd.: Merrill Lynch (Malaysia); Merill Lynch (Israel): Merrill Lynch Israel Limited; Merril
Lynch (Russia): Merrill Lynch CIS Limited, Moscow; Merrill Lynch (Turkey): Merrill Lynch Yafirim Bankasi A.S.; Merrill Lynch (Dubai): Merrill Lynch International Bank
Ltd, Dubai Branch; MLPF&S (Ziirich rep. office): MLPF&S Incorporated Ztrich representative office.

This research report has been approved for publication ir the United Kingdom by Merrill Lynch, Pierce, Fenner & Smith Limited and BASL, which are authorized
and regulated by the Financial Services Authority; has been considered and distributed in Japan by Merrill Lynch Japan Securities Co, Ltd and Banc of America
Securities - Japan, Inc., registered securities dealers under the Financial Instruments and Exchange Law in Japan; is distributed in Hong Kong by Merrill Lynch (Asia
Pacific) Limited and Banc of America Securities Asia Limited, which are 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 Malaysia by Merrill Lynch (KL) Sdn. Bhd., a ficensed investment adviser
regulated by the Malaysian Securities Commission; is issued and distributed in India by DSP Merrill Lynch Limited; and is issued and distributed in Singapore by
Merrill Lynch international Bank Limited (Merchant Bank), Merrill Lynch (Singapore) Pte Ltd (Company Registration No.'s F 06872E and 198602883D respectively)
and Bank of America Singapore Limited (Merchant Bank). Merrill Lynch Intemational Bank Limited (Merchant Bank), Merrill Lynch (Singapore) Pte Ltd and Bank of
America Singapore Limited (Merchant Bank) are regulated by the Monetary Authority of Singapore. Merrill Lynch Equities (Australia) Limited (ABN 65 006 276 795),
AFS License 235132 provides this report in Australia in accordance with section 911B of the Corporations Act 2001 and neither it nor any of its affiliates involved in
preparing this research report 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 report in Brazil.

This research report has been prepared and issued by MLPF&S andjor one or more of its non-US affiliates. MLPF&S is the distributor of this research report in
the US and accepts full responsibility for research reports of its non-US effiliates distributed to MLPF&S clients in the US. Any US person (other than BAS, BAI and
their respective clients) receiving this research report and wishing to effect any transaction in any security discussed in the report should do so through MLPF&S and
not such foreign affiliates. :

BAS distributes this research report to its clients and to its affiliate BAI and accepts responsibility for the distribution of this report in the US to BAS clients, but
not to the clients of BAL. BAI is a registered broker-dealer, member of FINRA and SIPC, and is a non-bank subsidiary of Bank of America, N.A. BAl accepts
responsibility for the distribution of this report in the US to BAI clients. Transactions by US persons that are BAS or BAI clients in any security discussed herein must
be carried out through BAS and BA, respectively.

General Investment Related Disclosures:

This research report 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 report is not intended to provide personal 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 report 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 report.

Securities and other financial instruments discussed in this report, or recommended, 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 o risks related to the security or financial instrument may be difficult o 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. S

This report may contain a short-term trading idea or recommendation, which highlights a specific near-term catalyst or event impacting the company or the
market that is anticipated to have a short-term price impact on the equity securities of the company. Short-term trading ideas and recommendations are different
from and do not affect a stock's fundamental equity rating, which reflects both a longer term total return expectation and attractiveness for investment relative to
other stocks within its Coverage Cluster. Short-term trading ideas and recommendations may be more or less positive than a stock's fundamental equity rating.

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

UK Readers: The protections provided by the U.K. regulatory regime, including the Financial Services Scheme, do not apply in general to business coordinated
by Merrill Lynch entities located outside of the United Kingdom. These disclosures should be read in conjunction with the BASL general policy statement on the
handling of research conflicts, which is available upon request. :

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. .

Merrill Lynch is a regular issuer of traded financial instruments linked to securities that may have been recommended in this report. Merrill Lynch may, at any
time, hold a trading position (long or short) in the securities and financial instruments discussed in this report.

Merrill Lynch, through business units other than BAS-ML Research, may have issued and may in the future issue trading ideas or recommendations that are
inconsistent with, and reach different conclusions from, the information presented in this report. Such ideas or recommendations reflect the different time frames,
assumptions, views and analytical methods of the persons who prepared them, and Merrill Lynch is under no obligation to ensure that such other trading ideas or
recommendations are brought to the attention of any recipient of this report.
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Copyright and General Information regarding Research Reports:

Copyright 2009 Merrill Lynch, Pierce, Fenner & Smith Incorporated. All rights reserved. iQmethod, iQmethod 2.0, iQprofile, iQtoclkit, iQworks are service marks
of Merrill Lynch & Co., Inc. iQanalytics®, iQcustom®, iQdatabase® are registered service marks of Merrill Lynch & Co., Inc. This research report is prepared for the
use of 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 Merrill Lynch. Merrill Lynch research reports are distributed simultaneously to internal and client websites and other portals by Merrill Lynch and are not publicly-
available materials. Any unauthorized use or disclosure is prohibited. Receipt and review of this research report constitutes your agresment not to redistribute,
retransmit, or disclose to others the contents, opinions, conclusion, or information contained in this report (including any investment recommendations, estimates or
price targets) without first obtaining expressed permission from an authorized officer of Merrill Lynch.

Materials prepared by Merrill Lynch 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 Merrill Lynch, including investment banking personnel. To the extent this report
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 report. Merrill Lynch research personnel's knowledge of legal proceedings in which
any Merrill Lynch entity and/or its directors, officers and employees may be plaintiffs, defendants, co-defendants or co-plaintiffs with or involving companies
mentioned in this report 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 Merrill Lynch in ‘connection with the legal proceedings or matters
relevant to such proceedings.

This report 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). Merrill Lynch policy prohibits research personnel from disclosing a recommendation, investment rating, or investment thesis for
review by an issuer prior to the publication of a research report containing such rating, recommendation or investment thesis.

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 Merrill Lynch and its affiliates) was obtained from various sources and we do not guarantee
its accuracy. This report may contain links to third-party websites. Merrill Lynch is not responsible for the content of any third-party website or any linked content
contained in & third-party website. Content contained on such third-party websites is not part of this report and is not incorporated by reference into this report. The
inclusion of a link in this report does not imply any endorsement by or any affiliation with 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. Merrill Lynch is not responsible for
such terms and privacy policies and expressly disclaims any liability for them.

Subject to the quiet period applicable under laws of the various jurisdictions in which we distribute research reports and other legal and Merrill Lynch policy-
related restrictions on the publication of research reports, fundamental equity reports are produced on a regular basis as necessary to keep the investment
recommendation current.

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 a company or issuer prior to making an investment decision.

In some cases, a company or 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 company or 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 BAS, BAI, MLPF&S or any of their 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 Merrill Lynch nor any officer or employee of Merrill Lynch accepts any liability whatsoever for any direct, indirect or consequential damages or losses
arising from any use of this report or its contents.
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