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Stock Information 
Current Price:  $9.60 
52-Week Range:  $6.90-$13.95 
Avg Daily Volume: 136,357 
Dividend Yield:  - 
Shares Out (MM): 15.0 
Float %:  80.2% 
 
Market Cap (MM): $144.4 
Total Debt (MM): $10.0 
Cash (MM):  $6.5 
Enterprise Value (MM): $151.9 

 
 
Financial Metrics 

TTM Revenue (MM): $190.3 
TTM EBIT (Adj., MM): ($64.2) 
EV/EBIT:  N/A 
Tangible BV/Share: $14.05 
P/TBV:   0.68x 

 
 
Company Description 

Gulf Island Fabrication, Inc. engages in the 
fabrication of steel structures and marine 
vessels used in energy extraction and 
production, petrochemical and industrial 
facilities, power generation and alternative 
energy projects and shipping and marine 
transportation operations. It operates 
through four business segments: fabrication, 
shipyard, services and EPC. The fabrication 
division includes fabrication of structures 
such as offshore drilling and production 
platforms and other steel structures for 
customers in the oil and gas industries, as 
well as offshore alternative energy and 
onshore petrochemical facility components. 
The shipyard division manufactures and 
repairs various marine vessels. The services 
division provides interconnect piping services 
for offshore platforms and onshore 
structures. The EPC division provides 
engineering and project management 
services. Gulf Island Fabrication, Inc. was 
founded by Alden Laborde in 1985 and is 
headquartered in Houston, Texas.  

EVIDENCE OF INFLECTION SUGGESTS 
ATTRACTIVE ENTRY POINT 
 
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. 
 

Summary of Recent Developments 
Gulf Island Fabrication, Inc.’s (“Gulf Island”) operating results for the 
quarter ended March 31, 2018 showed modest but encouraging revenue 
growth that suggests the company’s multi‐year restructuring efforts are 
beginning to bear fruit. Although liquidity as of March 31, 2018 remained 
a concern, on April 25, 2018, the company closed on the sale of one of 
its properties, providing a cash influx that should sustain the company 
for the near‐term, absent large operating losses. The company produced 
a gross profit for the first time since FQ3 2016, and operating expenses 
remained relatively flat, intimating that incremental revenue growth 
should improve gross margins. 
 
Gulf Island has traditionally served the offshore oil and gas industry as a 
fabricator of complex steel structures and marine vessels supporting off-
shore operations. The steep decline in the price of oil that began in mid‐
2014 materially decreased the company’s revenues. Furthermore, the 
January 2016 acquisition of LEEVAC Shipyards, LLC (“LEEVAC”) burdened 
the company with troubled contracts that continue to cause cost over-
runs and afforded the company inadequate protections. However, each 
of these detrimental developments seems to be dissipating. Recovering 
oil prices have brought about the beginnings of a rebound in offshore oil 
and gas activity in the Gulf of Mexico, and Gulf Island has nearly com-
pleted the contracts assumed in the LEEVAC acquisition. 
 
The markedly decreased capital spending by offshore oil and gas explora-
tion, production and service companies in the past few years forced Gulf 
Island to undertake a strategic pivot, from which the company is now 
emerging. Opportunities in new markets, such as offshore wind energy, 
and with new customers, such as the United States Navy, represent po-
tentially meaningful sources of future growth. 
 
The company's enterprise value as of March 31, 2018 was approximately 
$114.3 million, and assets held for sale were approximately $98.4 mil-
lion. Given the April 2018 sale of about half of these assets for above 
book value, Global Value Research Company (GVRC) views the estimated 
fair value of assets held for sale as reasonable and assumes that they will 
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be converted into cash in the near future. The cash balance resulting from the consummation of such sales would imply 
an enterprise value of under $20 million. GVRC believes this number grossly understates the company’s intrinsic value, 
and fails to account for a growing backlog, future revenue opportunities and improving operating characteristics. How-
ever, continuing operating losses have eroded shareholders’ equity, negatively affecting GVRC’s sequential periodic 
intrinsic valuation of the company. GVRC therefore adjusts its target price from $18.15 to $17.60. 
 

Financial Assessment 
Balance Sheet 
For the three months ended March 31, 2018 (FQ1 2018), Gulf Island’ s current assets were $178.1 million, which con-
sisted of $6.5 million in cash and cash equivalents, $27.4 million in contracts receivable, $37.5 million in contracts in 
progress and $98.4 million in assets held for sale. The FQ1 2018 cash balance included $10.0 million of proceeds from 
borrowings drawn against a revolving credit facility during the period. On April 25, 2018, the company's fabrication 
yard in Ingleside, Texas (“South Yard”), which was held for sale at a book value of $49.9 million, sold for $55.0 million. 
The company subsequently paid off its revolving credit facility and plans to use the remaining cash to fund operations. 
Long‐term assets of $91.0 million were composed largely of net property, plant and equipment of $86.0 million, and 
total assets were $269.1 million. 
 
Current liabilities of $41.0 million compared favorably to current assets of $178.1 million (including assets held for 
sale), and since the sale of the South Yard, concerns about short‐term liquidity have been alleviated. Long‐term liabili-
ties of $14.0 million included $10.0 million borrowed under the company’s $40.0 million revolving credit facility, which 
was subsequently repaid. 
 
GVRC assesses Gulf Island’s working capital as sufficient to fund operations in the near‐term, absent any large and un-
expected operating losses. The most obvious and likely source of additional capital is the sale of the company’s fabrica-
tion yard in Aransas Pass, Texas (“North Yard”), for which there are at least two interested parties, according to senior 
management. The property, including land, buildings, machinery and equipment, is held at a book value of $46.6 mil-
lion. Several additional sources of liquidity exist, including the company’s $40.0 million revolving credit facility, contin-
ued sale of assets or securities issued under the Form S‐3 shelf registration filed with the Securities and Exchange Com-

Figure 1: five-year performance chart. Source: FactSet; data as of 6/26/2018. 
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mission on November 17, 2017. Other sources of near‐term liquidity include insurance settlements from damage to 
property sustained during Hurricane Harvey in FQ3 2017 (the company estimates $5.0 - $8.0 million in additional pro-
ceeds; GVRC believes the remaining settlement could be as high as $9.6 million) or a nominal recovery of an allowance 
for bad debt stemming from the recent public auction sale of the ATP Innovator semi‐submersible rig, which had been 
stored at the South Yard. 
 
Income Statement 
For the three months ended March 31, 2018, (FQ1 2018), Gulf Island generated $57.3 million in revenue: $17.3 million 
from the fabrication division, $18.6 million from the shipyard division, $21.9 million from the services division, $0.7 mil-
lion from the engineering, procurement and construction (EPC) division and ‐$0.5 million attributable to corporate and 
intersegment eliminations. FQ1 2018 revenue represented a significant improvement over FQ4 2017 revenue of $37.3 
million and FQ1 2017 revenue of $38.0 million. All three operating divisions showed revenue improvement on a quar-
ter‐over‐quarter and year‐over‐year basis. Services revenue grew robustly compared to FQ1 2017, reflective of in-
creased offshore oil and gas activity in the Gulf of Mexico. 
 
FQ1 2018 cost of revenue was $56.6 million, resulting in a gross profit of $0.7 million. The fabrication division showed a 
gross profit of ‐$0.2 million, the shipyards division showed a gross profit of ‐$1.0 million, the services division showed a 
gross profit of $2.6 million, the EPC division showed a gross profit of ‐$0.3 million (de minimis revenue attributable) 
and ‐$0.4 million was attributable to corporate and intersegment eliminations. General and administrative expenses 
were $4.7 million and the company impaired a piece of equipment to be sold by $0.8 million. Operating loss was ‐$4.8 
million and net loss was ‐$5.3 million. 
 
While not overwhelming in isolation, gross profit and operating income represent the strongest financial results since 
FQ3 2016. Gulf Island has experienced contract losses and cost overruns in recent periods, although it appears as 
though these are subsiding and revenue from recent contracts is ramping up. Asset rationalization and cost discipline 
are evident in the company’s expense structure. GVRC expects gross margin improvement as utilization at the compa-
ny’s facilities improves.  
 
Cash Flow 
For the three months ended March 31, 2018 (FQ1 2018), Gulf Island generated cash from operations of ‐$14.1 million, 
which included a ‐$9.1 million in buildup costs for contracts in progress, -$1.5 million buildup of retainage and -$2.0 
million of tax payments related to the South Yard. Cash from investing was $2.4 million, which included $2.2 million in 
insurance recoveries from damage to property sustained during Hurricane Harvey in FQ3 2017. Cash from financing 
was $9.2 million, which included proceeds received from borrowings of $15.0 million and repayment of borrowings of  
‐$5.0 million. 
 
The company does not forecast any significant capital expenditures for the remainder of the fiscal year. GVRC suspects 
that long-term capital expenditures will be material as the company expands both in size (as measured by revenue) and 
scope (into new markets). 
 
Shareholders’ Equity 
Shareholders’ equity has eroded consistently since mid‐2014. A dramatic slowdown in business related to offshore oil 
and gas produced several periods of negative operating income. Issues with certain contracts compounded the deterio-
ration of book value. However, operating results are showing early signs of recovery. GVRC expects that the company 
will eventually employ its assets in a profitable manner and rebuild book value. Its increasing exposure to industries 
less cyclical than offshore oil and gas implies that future revenue streams may be more predictable, which would sup-
port a measured scaling up of the company’s production assets. 
 
Backlog Review 
For the three months ended March 31, 2018 (FQ1 2018), Gulf Island reported a backlog of $292.3 million, a level which 
was last exceeded in FQ4 2013. Recent additions to the company’s backlog are primarily outside of the offshore oil and 
gas industry. Notable projects in the company’s backlog as of the date of this report are discussed below. 
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In June 2017, Gulf Island announced a contract with Suderman & Young Towing Company for the construction of four 
Z-Tech 30‐80 class terminal/escort tugboats and a contract with Bay Houston Towing Company for the same number of 
identical vessels. On May 1, 2018, each contract was modified to include one additional vessel and one option, for a 
total of up to four additional vessels. GVRC estimates the aggregate value of the 10 firm orders at about $108 million 
and the value of the two options at about $24 million. The change order for additional vessels is notable in itself and 
should assuage some concerns about Gulf Island’s management of customer relationships and customer satisfaction 
with the contracting and fabricating process. While the execution of certain recent projects in the shipyard division has 
been substandard, this particular project appears to be progressing satisfactorily. 
 
In July 2017, Oregon State University awarded Gulf Island a contract to construct a Regional Class Research Vessel 
(RCRV) with options for two additional vessels (“RCRV #2” and “RCRV #3”). The firm order for the 193‐foot‐long vessel 
added about $70 million to the company’s backlog. In January 2018, the National Science Foundation (NSF), which pro-
vides funding for the RCRVs, solicited proposals for operating institutions for RCRV #2 and RCRV #3. This solicitation 
indicated construction start dates of June 2018 and June 2019, respectively, and delivery dates of October 2021 and 
October 2022, respectively, for RCRV #2 RCRV #3. In June 2018, Gulf Island received a contract modification exercising 
the option for RCRV #2, in accordance with the timeline presented in the NSF’s solicitation. Funding for RCRV #3 is not 
certain, and GVRC expects an announcement about the final contract option will not be made until mid-2019. 
 
In December 2017, the Saint Lawrence Seaway Development Corporation awarded Gulf Island a contract to construct 
an ice class, CPP Z‐drive tugboat. The order for the 118‐foot‐long vessel added about $18 million to the company’s 
backlog. 
 
In March 2018, the United States Navy awarded Gulf Island a contract to construct a towing, salvage and rescue ship 
(T-ATS) vessel with options for seven additional vessels. The order for the first vessel added about $64 million to the 
company’s backlog; if all options are exercised, the total value of the contract will be about $523 million. This contract 
is currently under bid protest by Thoma‐Sea Marine Constructors, LLC, with a decision expected in FQ3 2018. Gulf Is-
land believes the protest is without merit. 
 
On May 25, 2018, an unnamed company awarded Gulf Island a contract for one 3300‐horsepower towboat with an 
option for one additional vessel. The amount of the contract was not disclosed. 
 
Future Opportunities 
In late 2017, SeaOne Caribbean, LLC (“SeaOne”) selected Gulf Island as the prime contractor for the engineering, pro-
curement, construction, installation, commissioning and start‐up for the Compressed Gas Liquids Caribbean Fuel Sup-
ply Project, which encompasses a new compressed gas liquids export facility in Gulfport, Mississippi and import facili-
ties in the Caribbean and South America. Construction is expected to begin in late 2018 or early 2019. SeaOne’s selec-
tion of Gulf Island is non‐binding, but provided the two companies reach an agreement on terms, an announcement 
should be forthcoming. While the scope of the project is unclear, Gulf Island’s management has suggested that it may 
add between $1 billion and $3 billion to the company’s backlog. 
 
A contract award from SeaOne would follow the completion and delivery of four ethane cracker modules ordered by 
Chicago Bridge and Iron Company for a new onshore petrochemical plant in Louisiana. Gulf Island has noted opportuni-
ties to expand its expertise in the fabrication of offshore processing facilities to onshore module fabrication. 
 
In late 2017, the EPC division was formed to better manage large projects such as that proposed by SeaOne. While the 
division is financially immaterial, its formation further highlights Gulf Island’s changing focus and suggests future 
awards may be possible. Additionally, the EPC division may facilitate larger project scopes than Gulf Island has tradi-
tionally undertaken, with certain project components subcontracted to entities outside of Gulf Island. Gulf Island has 
recently hired a number of employees with experience in project management at other large companies such as Tech-
nip USA Inc. and Subsea 7. At the company’s 2018 annual general meeting, held on April 25, 2018, it announced the 
implementation of an enterprise risk management program. GVRC suspects the formation of the EPC division and the 
implementation of a risk management program are closely connected, and both are designed to position the company 
to take on larger projects in the future. 
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On May 23, 2018, Massachusetts and Rhode Island awarded contracts to Vineyard Wind and Deepwater Wind, respec-
tively, for the development of commercial offshore wind farms. On June 13, 2018, Connecticut selected Deepwater 
Wind to develop an incremental portion of the same lease being developed for Rhode Island. Together, these projects 
will involve the fabrication and installation of well over 100 foundations for offshore wind turbines. The only existing 
commercial offshore wind farm in the United States is the Block Island Wind Farm, developed by Deepwater Wind, for 
which Gulf Island fabricated the jackets on which the farm’s five turbines sit. Both Gulf Island’s existing relationship 
with Deepwater Wind and its experience as a U.S.‐based fabricator of offshore wind infrastructure position the compa-
ny to participate in future developments. GVRC expects dozens of commercial‐scale offshore wind farms will be com-
missioned in the next several years. 
 
Lingering Customer Issues 
On March 19, 2018, Gulf Island received a letter of termination from Hornbeck Offshore Services, Inc. (“Hornbeck”) re-
garding the two multi‐purpose service vessels under construction. Progress on these vessels had been troubled due to 
their technical sophistication, and difficulties were encountered with the engineering and electrical complexities of the 
power and communication systems, which required significant reworking. Construction has been suspended and deliv-
ery has tentatively been pushed from 2018 into 2019. Approximately $53 million in milestone payments remain on the 
vessels, although the company has reserved $11.2 million in liquidated damages. Management estimates that the cost 
to complete the vessels is just under $40 million; if all liquidated damages are in fact realized, and the project is com-
pleted in accordance with current estimates, it would approach break-even. 
 
The near‐term benefit of the suspension of construction is the avoidance of possible continued contract losses, which 
had become characteristic of the contract. GVRC suspects that Hornbeck may be delaying delivery until demand for 
such vessels accelerates. A favorable resolution seems unlikely, and while Gulf Island retains physical possession of the 
vessels, the cost of storage and legal fees, as well as any eventual agreement to complete the vessels or deliver them 
as‐is, may be costly. This contract is the last remaining from the LEEVAC acquisition. 
 

Management Assessment 

Since GVRC’s initiation report, dated April 9, 2018, there have not been changes to the company’s executive manage-
ment or the Board of Directors. At the company’s annual meeting, held April 25, 2018, the Board of Directors reduced 
cash compensation paid to directors by 10% and cash compensation paid to each of three executive officers (CEO Kirk 
Meche, CFO David Schorlemer and COO Todd Ladd) by 5%. GVRC believes these measures to be reasonable given the 
company’s current financial position and operating results, without disenfranchising a capable management team.  
 
Contract issues beginning in 2015 and continuing through early 2018 called into question the contracting practices of 
the company and whether these might represent systemic mismanagement. However, such issues appear to be aber-
rant; the delivery of four ethane cracker modules to Chicago Bridge and Iron Company in early 2018 and recent change 
orders for additional vessels in the shipyard division suggest general satisfaction with the company's construction pro-
cess and products.  
 

Shareholders (from recent 13D, 13F, 13G or proxy filings) 
BlackRock Fund Advisors   11.2% 
Piton Capital Partners LLC   9.3% 
Dimensional Fund Advisors LP   8.3% 
Sunriver Capital Management LLC  7.1% 
Pacific View Asset Management LLC  5.3% 
The Vanguard Group, Inc.   5.2% 
Starboard Enterprises LLC   5.2% 
Ariel Investments LLC    3.9% 
Prescott Group Capital Management LLC 2.5% 
Royce & Associates LP    2.2% 
Top 10 Holders     60.2% 
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Piton Capital Partners LLC filed an amended Schedule 13D on April 25, 2018 indicating its position had increased from 
7.9% to 9.3%. Piton Capital Partners LLC has previously suggested a reduction in the size of the Board of Directors and 
director compensation, and remains actively engaged with the company in discussing proposals for shareholder value 
creation. 
 
More than 25% of Gulf Island’s common stock is owned by passive investment managers. While this does not pose an 
imminent threat to the company, the determination of proxy advisory firms Institutional Shareholder Services or Glass 
Lewis in any matter put to a vote of shareholders would likely have a disproportionally large influence. 
 

Competitive Positioning Update 

The fabrication of offshore structures, onshore petrochemical plant components and the construction of marine ves-
sels are competitive industries, with domestic and international companies vying for market share. Contracts are 
awarded on a competitive basis, and provide minimal protection against cost overruns. While fabricators and shipyards 
may attract repeat or recurring business, the large scope of projects and infrequency with which a single customer 
might order a particular structure or vessel makes future cash flows heavily dependent on the consistent booking of 
new contracts. 
 
In mid-2014, the price of oil dropped dramatically and has remained below pre-downturn levels for several years. This 
price decline caused many offshore producers to delay, downsize or cancel planned projects, and offshore capital ex-
penditures remain depressed. Furthermore, offshore service companies have been forced to provide services at re-
duced prices and compressed margins, and have seen a marked decrease in the employment of capital resources. Two 
offshore support vessel operators with a significant presence in the Gulf of Mexico, Tidewater, Inc. and Harvey Gulf 
International Marine, LLC, have undergone Chapter 11 bankruptcy reorganization recently. The depressed environment 
has significantly affected Gulf Island’s ability to generate new orders from its traditional offshore oil and gas customers. 
 
Gulf Island competes against several well-known and well-capitalized competitors both domestically and international-
ly. While only a small portion of Gulf Island’s revenue is attributable to international orders, several international fabri-
cation companies and shipyards provide similar services. In the fabrication division, Gulf Island’s most prominent com-
petitors include Flour Corporation, Kiewit Corporation and McDermott International, Inc. In the shipyards division, Gulf 
Island’s most prominent competitors include Eastern Shipbuilding Group, Inc., VT Halter Marine, Inc. and Bollinger 
Shipyards, although Gulf Island’s customers patronize dozens, if not hundreds, of shipyards around the world. 
 
International fabrication yards have recently successfully leveraged their large size and inexpensive labor and raw ma-
terial inputs to win several large projects to fabricate structures destined for the U.S. Gulf of Mexico, a trend which has 
been enabled by the availability of large heavy-lift transportation vessels that can move such structures anywhere in 
the world at a reasonable expense. As such, GVRC anticipates that Gulf Island’s future participation in the continued 
development of offshore oil and gas infrastructure in the U.S. Gulf of Mexico will be limited to structures too small to 
justify heavy-lift transportation from international fabrication yards. Given the relative maturity of the basin, these op-
portunities may be limited. 
 
Gulf Island has a unique advantage in the fabrication of offshore wind energy structures because it is the only U.S. com-
pany with experience in this area. A recent partnership with EEW, a leading European fabricator of offshore wind struc-
tures, is a testament to the company’s leading market position. The demand for offshore wind energy in the United 
States has been well-documented, and planning for large projects is underway in many states. GVRC predicts that hun-
dreds, if not thousands, of offshore wind farm foundations will be fabricated and installed over the next several years, 
and Gulf Island is uniquely positioned to participate in the industry’s growth. 
 
Finally, Gulf Island has suggested that it will compliment its shipyard and fabrication divisions by coupling construction 
activities with ongoing service contracts, which GVRC believes to be a logical supplemental offering. Gulf Island’s ser-
vices division has traditionally provided offshore hookup, commissioning and maintenance services; equivalent services 
provided to onshore petrochemical facilities require little additional technical expertise. Efforts to offer integrated asset 
life cycle management services are already evident in the shipyards division; after the late-2017 resolution of Gulf Is-
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land’s contract dispute with Tidewater, Inc. (“Tidewater”), the company began storing some of Tidewater’s idle vessels 
at its facilities and plans to provide recommissioning services to these vessels. Larger service contracts are likely, espe-
cially if Gulf Island wins contacts such as that with SeaOne. 
 

Valuation Analysis 

Note: Global Value Research Company does not premise valuation on financial modeling of future results. Each compa-
ny analyzed is treated as unique and its value is appraised based on its circumstances and those of the industry and 
macroeconomic environment in which it operates. Various metrics are used based on a company’s characteristics and 
historical pricing. 
 
Gulf Island’s common stock has historically traded at a multiple of tangible book value (TBV), but has recently traded at 
a fraction of TBV. From FQ3 2009 through FQ2 2014, the company traded at an average of 1.3x TBV. From FQ3 2014 
through FQ1 2018, the company traded at an average of 0.7x TBV. Over the past 10 years, the stock has traded as high 
as 2.9x TBV (FQ2 2008) and as low as 0.4x TBV (FQ2 2016). The company now trades at 0.66x FQ1 2018 TBV of $14.05/
share.  
 
While GVRC recognizes that ongoing losses have eroded shareholders’ equity, which is now $214.1 million (this peaked 
at $294.3 million in FQ2 2012), the company has undergone a significant transformation in the past few years as it 
shifts its focus from offshore oil and gas customers to a more diversified marine vessel and general energy fabrication 
company. This required a rationalization of assets that were no longer required (for example, the South Texas yard pro-
vided deepwater access). Considering recent asset divestitures and operating losses, the company’s balance sheet has 
changed significantly.  
 
GVRC believes that Gulf Island will be able to capitalize on opportunities that have stemmed from its diversification 
efforts. The majority of Gulf Island’s current customers seem rational and well-capitalized, and the company is pursuing 
opportunities in markets that do not appear to be as cyclical as offshore oil and gas. The offshore wind and onshore 
petrochemical industries present promising areas of expansion; previous projects undertaken in these areas were com-
pleted profitably. 
 
While Gulf Island’s EPC division is in its infancy and has yet to produce material financial results, GVRC believes it repre-
sents a new approach to contracting and project management. Should Gulf Island demonstrate competency in project 
planning, contracting and management, enormous opportunities exist to undertake projects that were previously too 
large for the company to consider. Projects originating in the EPC division for subcontracting may accrue to other inter-
nal company divisions, which would represent a significant driver of segment revenue. GVRC suspects the aggregation 
of project tendering under the umbrella of the EPC division will be accretive to segment margins.  
 
Gulf Island has historically had a raison d’etre due to its expertise in the fabrication of large offshore structures and its 
proximity to the Gulf of Mexico, an important offshore oil-producing region. As offshore oil and gas capital expendi-
tures have diminished, so has Gulf Island’s niche market. However, the company’s expertise in the fabrication of off-
shore structures is transferrable to offshore wind energy and onshore petrochemical plant fabrication. A raison d’etre 
for the shipyard division is more difficult to identify, but Gulf Island’s reputation for craftsmanship, coupled with the 
ongoing global demand for inshore and offshore vessels, is notable. Overlaying the company’s divisions is its core com-
petency in fabrication, which can be applied to numerous verticals, both identified and otherwise.  
 
The value in Gulf Island lies in the ability of its assets to produce future cash flows. The company owns land and several 
large capital assets, and while much of its capacity is underutilized, several scenarios exist in which this capacity could 
be quickly reemployed. GVRC anticipates additional investment in capital assets as the company identifies specific fu-
ture opportunities, although such investment must be conducted in an orderly and measured fashion.  
 
To arrive at a target price of $17.60, a 1.25x multiple is applied to the current TBV of $14.05/share. Gulf Island has ex-
perienced several lean years, but GVRC expects its backlog will grow, the company will realize the benefits of scale as 
its excess capacity is employed. Risk management will mitigate the possibility of contract losses and the EPC division 
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will drive both revenue and margin expansion. As these expectations materialize, GVRC would expect a gradual in-
crease in TBV, and a higher valuation multiple should be applied as the company’s operating characteristics improve.  
 

Risks, Catalysts and Expectations 

Since GVRC’s initiation report, the risk of a liquidity crisis has diminished significantly due to the sale of the South Yard, 
and as such, the near-term risk for a dilutive equity issuance has been reduced. Because operating profit has been neg-
ative for several quarters prior to the most recent period, the company’s ability to operat profitably in the current envi-
ronment is still not abundantly clear, and if losses continue, the outlook for Gulf Island would be severely diminished. 
Finally, because of the company’s small size, GVRC suspects that customer relationships and internal competencies 
could be disproportionately affected should any one of a number of key personnel leave the company. 
 
Several near-term and long-term catalysts exist. Recent backlog growth has been impressive both in size and scope. 
Continued order intake, and a demonstrated ability to execute contracts in a profitable manner, should ease investor 
concerns. A resolution of the company’s contract dispute with Hornbeck, or the favorable settlement of a lawsuit 
brought against Walter Oil & Gas Corporation by Gulf Island, would almost certainly be financially beneficial. The most 
apparent (and perhaps most likely) long-term catalyst is the award of a large multi-year contract from a customer such 
as SeaOne, an offshore wind farm developer or otherwise. Such an award would provide the company an opportunity 
to demonstrate the capabilities of its EPC division and position it as a turnkey project manager for similar bids. 
 
GVRC expects Gulf Island to incrementally add contracts to its backlog that represent an ongoing shift away from its 
traditional offshore oil and gas industry customers, while completing its existing contracts with fewer contract losses. In 
the long-term, GVRC expects the company to grow revenue by more completely utilizing existing capacity and investing 
in new capacity in a measured and flexible manner as the business’s focus shifts and projects become larger. As the 
company’s financial condition and operating characteristics improve, GVRC expects shares to trade towards their his-
toric P/TBV multiple of 1.25x. 
 
Gulf Island currently trades at a 45% discount to GVRC’s target price of $17.60. GVRC believes the discount to intrinsic 
value presents a compelling case for continued investment in Gulf Island, and suspects that the company’s developing 
transition will drive intrinsic value higher in the near future. GVRC remains mindful of the company’s financial results 
and balance sheet position, but is cautiously optimistic that unique opportunities will produce attractive returns for 
patient investors.  
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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 com-
prehensive fundamental analysis of publicly traded companies around the world. Our research process focuses on dili-
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