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RESEARCH NOTE

SOUTH TEXAS YARD SALE CLOSES, NET PROCEEDS $52.7 MILLION
This report should be read in conjunction with GVRC’s initiation report, dated 4/9/2018 and Gulf Island Fabrication, Inc.’s regulatory filings with the U.S. Securities
and Exchange Commission.

Gulf Island Fabrication, Inc. (“Gulf Island”) announced the completion of the sale of its South Texas fabrication yard in
Ingleside, Texas (“South Yard”) to Buckeye Partners, L.P. (“Buckeye”) on April 20, 2018. Gulf Island had entered into a
real estate purchase option and contract with Buckeye on December 20, 2017, which granted Buckeye the exclusive
option to purchase the property through April 25, 2018. There were no adjustments to the originally-reported transaction amount of $55 million. Gulf Island will retain net cash proceeds of $52.7 million after transaction costs, in addition
to $750,000 in earnest money deposited by Buckeye on January 3, 2018.
Concerns about Gulf Island’s liquidity surfaced after a difficult FQ4 2017, in which the company reported an operating
loss of $38.1 million and a cash balance of only $9.0 million. The operating loss and cash burn were due in large part to
cost overruns and delays associated with two multi-purpose service vessels under construction for Hornbeck Offshore
Services, Inc. (“Hornbeck”). On March 19, 2018, Gulf Island received a letter of termination from Hornbeck for these
two vessels, further raising investor concerns that losses on the project were continuing well into FQ1 2018.
In January 2018, the company drew $10.0 million on its revolving credit facility, leaving approximately $27.5 million in
availability. The obvious need for cash caused concern that the company might issue equity pursuant to its November
17, 2017 Form S-3 shelf registration filing, a particularly unattractive option given the trading range of the shares after
the February 26, 2018 announcement of FQ4 2017 results ($6.90 - $8.93).
In its April 23, 2018 press release, Gulf Island forecasts total liquidity of $84 million, including cash and amounts available on its revolving credit facility, following the consummation of the sale of the South Yard. The company estimates a
gain on sale of approximately $7.0 million (South Yard FQ4 2017 book value was $46.8 million), although does not anticipate any material tax liability given recent net operating losses.
Proceeds from the sale of the South Yard should go a long way in assuaging investor concerns about short-term liquidity or an equity offering. Gulf Island is nearing the completion of contracts it assumed in the 2016 acquisition of LEEVAC
Shipyards, LLC (including the Hornbeck contract), which have precipitated numerous financially detrimental issues. Furthermore, the company has recently won several marine vessel construction contracts with financially stable counterparties in industries other than offshore oil and gas. In late 2017, SeaOne Caribbean, LLC (“SeaOne”) selected Gulf Island as the prime contractor for the engineering, procurement, construction, installation, commissioning and start-up
for the Compressed Gas Liquids Caribbean Fuel Supply Project, which encompasses a new compressed gas liquids export facility in Gulfport, Mississippi and import facilities in the Caribbean and South America.
Questions remain about Gulf Island’s ability to execute these new projects at acceptable margins and without complication, although recent problems appear to be project- or customer-specific. Global Value Research Company (GVRC)
acknowledges recent challenges, but recognizes Gulf Island’s long history of profitability. Short-term liquidity issues are
substantially less pressing after the sale of the South Yard, and projects currently in Gulf Island’s backlog as well as significant opportunities identified by the company are reasons for optimism. GVRC believes significant price appreciation
potential exists in the company's common stock.
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About Global Value Research Company
Global Value Research Company is the investment research division of Global Value Investment Corp, a research and
advisory firm serving individual and institutional clients. Founded in 2007 in Milwaukee, Wisconsin, the firm currently
operates additional offices in Boston, Massachusetts, Charleston, South Carolina and Hyderabad, India. Global Value
Research Company espouses the value investing principles pioneered by Ben Graham and David Dodd, providing comprehensive fundamental analysis of publicly traded companies around the world. Our research process focuses on diligently examining company financial statements, understanding competitive positioning, assessing industry and macroeconomic trends and speaking with company senior management on an ongoing basis. Further information about
Global Value Research Company’s services can be obtained by contacting the firm directly.

Ratings
Buy: Security is currently trading at a discount to appraised value such that we expect it to produce an annualized return of 15% or greater over a hypothetical
five-year holding period based on our view of the company and industry fundamentals, catalysts, risks and valuation.
Hold: Security is currently trading at a discount to appraised value such that we expect it to produce an annualized return of less than 15% over a hypothetical
five-year holding period, or a company is trading a modest premium to appraised value and we expect minimal risk of capital impairment with moderate possibility of further appreciation based on our view of the company and industry fundamentals, catalysts, risks and valuation.
Sell: Security is currently trading near, at or above appraised value and we do not expect significant appreciation, or the risks of holding the security outweigh the
possibility of further appreciation based on our view of the company and industry fundamentals, catalysts, risks and valuation.
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or views contained in the research report.
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Global Value Investment Corp (“GVIC”) is a registered investment adviser and does not provide investment banking services. Neither GVIC nor the analyst responsible for preparing this research report receive fees or other compensation (including “in kind” compensation) in connection with preparing and distributing this
research report. The opinions reflect the judgement of the research analyst as of the report date and are subject to change without notice.
The material, information, and facts contained in this report were based solely on publicly available information about the featured company and were obtained
from sources believed to be reliable, but are in no way guaranteed to be complete or accurate. This research report is for informational purposes only and should
not be used as a complete analysis of any company, industry or security discussed within the research report. This research report does not constitute an offer or
solicitation to buy or sell any security.
Employees of Global Value Research Company and Global Value Investment Corp may have positions in any security referenced in this research report. An investment in any security referenced in this research report may involve risks and uncertainties that could cause actual results to differ from the analysis provided herein, which may not be suitable for all investors. Past performance should not be taken as an indication or guarantee of future results. Additional information is available upon request. No part of this report may be reproduced in any form without the express written consent of Global Value Research Company. Copyright 2018
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MILWAUKEE, WI

▪

BOSTON, MA

▪

CHARLESTON, SC

▪

HYDERABAD, INDIA

