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Stock Information 
Current Price:  $4.36 
52-Week Range:  $2.81-$8.32 
Avg Daily Volume: 122,597 
Dividend Yield:  - 
Shares Out (MM): 28.8 
Float %:  83.9% 
 
Market Cap (MM): $125.5 
Total Debt (MM): $456.8 
Cash (MM):  $66.8 
Enterprise Value (MM): $753.1 

 
 
Financial Metrics 

TTM Revenue (MM): $385.9 
TTM EBIT (Adj., MM): ($10.3) 
EV/EBIT:  N/A 
Tangible BV/Share: $8.96 
P/TBV:   0.49x 

 
 
Company Description 

LSB Industries, Inc. engages in the 
manufacture, marketing, and sale of chemical 
products for use in agriculture, mining, and 
industrial markets. It owns and operates 
three chemical manufacturing facilities, 
located in El Dorado, Arkansas; Cherokee, 
Alabama; and Pryor, Oklahoma; and operates 
a chemical manufacturing facility in Baytown, 
Texas on behalf of Covestro AG. The 
company’s products include anhydrous 
ammonia, urea ammonium nitrate solutions, 
and high-density ammonium nitrate for 
agricultural applications; anhydrous 
ammonia, nitric acid commercial blends, 
concentrated nitric acid, mixed acid, diesel 
exhaust fluid, and sulfuric acid for industrial 
applications; and ammonium nitrate 
solutions, ammonium nitrate-ammonia 
solutions, and low-density ammonium nitrate 
for mining applications. The majority of the 
company’s sales are conducted in North 
America. LSB Industries, Inc. was founded by 
Jack Golsen in 1968 and is headquartered in 
Oklahoma City, Oklahoma.  

2020 OUTLOOK INTACT AFTER SLOW Q3 
 
This report should be read in conjunction with GVRC’s comprehensive report, dated 8/15/2019 and 
LSB Industries, Inc.’s regulatory filings with the U.S. Securities and Exchange Commission. 
 

Summary of Recent Developments 
LSB Industries, Inc. (“LSB”) reported financial results for the quarter end-
ed September 30, 2019 (FQ3 2019) that were expectedly muted. Three 
primary factors contributed to these results: first, FQ3 is LSB’s seasonally 
slowest quarter as agricultural sales typically correspond with fertilizer 
applications occurring in the spring and fall months; second, as a result 
of unfavorable weather patterns earlier this year, demand for agricultur-
al fertilizers was depressed throughout the spring planting season, re-
sulting in excess supply and low product prices, exacerbated by delays in 
the distribution networks for these products; and third, LSB conducted 
two planned turnarounds during FQ3 2019, resulting in lost production 
at two of its three owned facilities for a total of 42 days. 
 
Despite these headwinds, there is ample reason for optimism looking 
ahead to FY 2020. First and foremost, LSB does not have turnarounds 
scheduled at any of its three owned facilities until 2021, which should 
facilitate strong production volumes throughout the year, especially in 
light of physical plant improvements made during recent turnarounds. 
Additionally, prices for corn, the crop for which most of LSB’s agricultural 
fertilizer products are purchased, have risen in recent months, sug-
gesting an increase in planted acreage in spring 2020 with a correspond-
ing increase in demand for fertilizer. Finally, LSB has undertaken several 
capital projects designed to provide incremental EBITDA by the end of 
2020. 
 
Global Value Research Company (GVRC) has long held that LSB’s long-
term financial results will be driven by strong operational reliability. In 
FQ3 2019, LSB’s plants operated at an average on-stream rate of 94%, 
and over the past five quarters, have operated at an average on-stream 
rate of 94%. GVRC believes these rates to be the result of several turna-
rounds, maintenance initiatives, and procedural revisions over the past 
few years. Recently completed turnarounds should further improve op-
erational reliability, and GVRC expects production volumes in FY 2020 
will be evidence of the efficacy of physical plant upgrades and operation-
al improvements. 
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While the seasonal, cyclical, and idiosyncratic sensitivity of LSB’s financial results was on display this quarter, FY 2020 
could be a transformative year for the company. GVRC’s long-term outlook is equally positive: operating characteristics 
continue to improve, which should strengthen the company’s financial position and allow for a meaningful revamp of 
the capital structure. Dynamics in agriculture and industrial markets are favorable for improved product pricing and 
volume demands. Additionally, new commercial opportunities may enable higher plant utilization. GVRC expects LSB’s 
substantial cash generation potential to be highlighted over the next 12 to 18 months, and modestly revises its target 
price to $12.85, representing 9.0x estimated FY 2020 EBITDA of $119.1 million.  
 

Financial Assessment 
LSB manufactures and sells chemical products for use in agriculture, industrial, and mining markets. The company owns 
and operates three production facilities in El Dorado, Arkansas (“El Dorado Facility”); Cherokee, Alabama (“Cherokee 
Facility”); and Pryor, Oklahoma (“Pryor Facility”); and operates a non-owned production facility in Baytown, Texas 
(“Baytown Facility”). The majority of LSB’s products are ammonia-based chemicals, including anhydrous ammonia, urea 
ammonium nitrate solutions (UAN), high-density ammonium nitrate prills (HDAN), and nitric acid. 
 
Balance Sheet 
Note: On January 1, 2019, the company adopted ASC 842, an accounting method modification that requires the re-
porting of operating lease right-of-use assets and corresponding operating lease liabilities. ASC 842 is applied only to 
periods ending after the adoption date. Therefore, stated assets and liabilities in comparative periods may not be apt 
reference points for equivalent results in the current period. 
 
As of FQ3 2019, LSB’s current assets were $157.2 million, which consisted of $66.8 million of cash and cash equivalents, 
$33.0 million of trade accounts receivable, and $57.4 million of inventory, supplies, and other short-term assets. FQ3 
2019 current assets were lower than FQ2 2019 current assets of $169.0 million and FQ3 2018 assets of $158.0 million. 
FQ3 2019 long-term assets of $972.6 million consisted principally of $950.2 million of net property, plant, and equip-
ment. Operating lease assets, a new balance sheet item pursuant to ASC 842, were $16.1 million and pertained primar-
ily to LSB’s railcar leases.  
 

Figure 1: five-year performance chart. Source: FactSet; data as of 11/11/2019. 
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Current liabilities were $103.1 million, which consisted of $54.1 million in accounts payable, $39.3 million in accrued 
and other liabilities, and $9.7 million in borrowings. FQ3 2019 current liabilities were higher than FQ2 2019 current lia-
bilities of $85.5 million but lower than FQ3 2018 current liabilities of $122.5 million. Non-current liabilities of $743.2 
million included $447.7 million of long-term debt, $226.3 million of redeemable preferred stock, and $69.3 million of 
other liabilities. Pursuant to ASC 842, LSB recorded $16.2 million of operating lease liabilities ($4.7 million under cur-
rent liabilities and $11.4 million under long-term liabilities), which are not included FQ3 2018 figures. 
 
Current liabilities compared favorably to current assets (current ratio of 1.52). LSB has a revolving credit facility in place 
with a limit of $75.0 million, which is used to fund short-term working capital requirements. As of FQ3 2019, there was 
no balance drawn against this facility and availability, based on eligible collateral, was approximately $33.8 million. Be-
tween cash and availability on its revolving credit facility, LSB had approximately $100.6 million in liquidity. GVRC does 
not anticipate near-term liquidity issues. Under the terms of its senior debt, LSB can use liquidity in excess of $65 mil-
lion to redeem these notes and its Series E 14% cumulative, redeemable preferred stock (“Series E Preferred”), alt-
hough GVRC does not anticipate imminent retirement (in part or whole) of the Series E Preferred outside of a larger 
refinancing transaction.  
 
Capitalization 
As of FQ3 2019, LSB’s capitalization included 28.8 million shares of common stock (with 2.1 million potentially dilutive 
shares), $457.4 million of debt ($0.6 million of short-term financing, $9.1 million of current portion of long-term debt, 
and $447.7 million of long-term debt), and four issues of preferred stock. 
 
LSB’s long-term debt is presented below. This consists primarily of $435 million of Senior Secured Notes due in May 
2023, which carry a 9.625% coupon (“Senior Secured Notes due 2023”). During FQ2 2019, LSB undertook a $35 million 
tack-on offering to the original issuance of $400 million, which occurred in FQ2 2018. This tack-on offering will fund 
approximately $15 million to $20 million of capital improvement projects that are expected to add incremental EBTIDA 
of between $6 million and $7 million within 12 to 18 months. Funds from the tack-on offering in excess of identified 
capital requirements will be used for general corporate purposes. 

*Interest rate as of September 30, 2019. Working Capital Revolver Loan accrues interest at LIBOR plus 1.50% to 1.75% or prime 
plus 0.50% to 0.75% and matures on February 26, 2024. 
**Other financing includes $1.8 million related to a secured loan agreement with an affiliate of LSB Funding, LLC for up to $7.5 
million to fund the replacement of a sulfuric acid converter at the El Dorado Facility. This will be replaced by a term loan upon 
completion of construction, which is planned for FQ4 2019. 

 
LSB carries several issues of preferred stock. The amounts outstanding under the company’s Series B 12% cumulative, 
convertible preferred stock (“Series B Preferred”) and Series D 6% cumulative, convertible preferred stock (“Series D 
Preferred”) are $2.0 million and $1.0 million, respectively. Both issues are wholly owned by LSB’s founder, Jack Golsen, 
his immediate family, and entities controlled by the family. Since late 2015, dividend payments have accumulated ra-
ther than been paid in cash. Together, the annual dividend on the Series B Preferred and Series D Preferred is 10% of 
the aggregate par value of $3.0 million. As of FQ3 2019, accumulated dividends on these two issues were $1.2 million. 
Neither the Series B Preferred nor the Series D Preferred is redeemable at the preference of the holder. 
 
As of FQ3 2019, 139,768 shares of Series E 14% cumulative, redeemable preferred stock (“Series E Preferred”) were 
outstanding, with participation rights equal to 303,646 shares of common stock (these participation rights do not enti-

 Interest Rate  Outstanding (thousands) 

Working Capital Revolver Loan 5.500%* - 

Senior Secured Notes due 2023 9.625% $435,000 

Secured Promissory Note due 2021 5.250% $5,599 

Secured Promissory Note due 2023 6.350% $13,200 

Senior Financing due 2023 8.320% $14,128 

Other**   $1,998 

Unamortized Discount and Debt Issuance Costs  ($13,172) 

  $456,753 
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tle the holder to voting rights). LSB carried a liability of $226.3 million related to the Series E Preferred. The participa-
tion rights, which are bifurcated from the Series E Preferred for accounting purposes and recorded as a separate liabil-
ity, were carried at $1.5 million. Since issuance, dividends on the Series E Preferred have accumulated rather than been 
paid in cash; therefore, the aggregate liquidation preference of the Series E Preferred as of FQ3 2019 was $234.7 mil-
lion. The Series E Preferred is redeemable by the holder beginning in October 2023. LSB, at its option, may redeem the 
Series E Preferred at any time at a redemption price per share equal to liquidation value. Alternatively, with certain 
consents, LSB can redeem the Series E Preferred via the issuance of common stock equal in value to the liquidation 
preference of shares being redeemed. 
 
The one issued and outstanding share of Series F redeemable preferred stock (“Series F Preferred") has no par value 
and an aggregate liquidation preference of $100. It entitles the holder to a number of votes equal to 456,225 shares of 
common stock.  Eldridge Industries, through its subsidiary, Security Benefit Corporation (collectively, “Security Bene-
fit”), is the holder of all of the issued and outstanding Series E Preferred and Series F Preferred. Security Benefit is also 
the largest holder of common stock and a debt holder. The investment firm’s position in LSB’s common stock is report-
ed under the name LSB Funding LLC.  
 
LSB’s Senior Secured Notes due 2023 are callable by the company beginning on May 1, 2020 at $107.219 (decreasing to 
$103.609 on May 1, 2021 and $100.00 on May 1, 2022). GVRC expects that LSB will consider refinancing these notes 
and/or the Series E Preferred beginning in May 2020, subject to transaction costs. Given the significant improvement in 
operational reliability and generally improved earnings since mid-2018, GVRC expects the cost of new capital will be 
attractive relative to that of the Senior Secured Notes due 2023 and Series E Preferred, particularly if the company’s 
credit rating is upgraded prior to a refinancing transaction. 
 
Income Statement 
In FQ3 2019, LSB generated $75.5 million in revenue (compared to $79.8 million in FQ3 2018): $35.5 million from the 
agriculture segment, $30.6 million from the industrial segment, and $9.4 million from the mining segment. FQ3 2019 
agriculture segment revenue was roughly equivalent to FQ3 2018 segment revenue of $36.0 million, reflecting off-
setting changes in product pricing and volume sold. FQ3 2019 industrial segment revenue was lower than FQ3 2018 
segment revenue of $34.8 million, primarily attributable to lower product pricing partially offset by increased volume 
sold. FQ3 2019 mining segment revenue was modestly higher than FQ3 2018 segment revenue of $9.0 million due to 
timing of sales. FQ3 is typically LSB’s seasonally slowest quarter; as such, planned plant maintenance tends to be con-
centrated in this period. In FQ3 2019 and FQ3 2018, LSB recorded 42 and 40 planned turnaround days, respectively, 
resulting in lower production volumes compared to other periods. 
 
FQ3 2019 gross profit was -$9.7 million (-12.9% gross margin), compared to FQ3 2018 gross profit of -$9.7 million 
(-12.2% gross margin). Seasonal fluctuations are evident in LSB’s reported adjusted gross margin (gross margin plus 
turnaround costs and depreciation included in cost of sales); note that both FQ3 2019 and FQ3 2018 sales volumes 
were depressed due to turnaround activities at LSB’s facilities during those periods. In the agriculture segment, adjust-
ed gross margin was 8.9%, 26.7%, and 4.9% in FQ3 2019, FQ2 2019, and FQ3 2018, respectively. In the industrial and 
mining segments (which are combined for the purpose of reporting adjusted gross margin), adjusted gross margin was 
30.0%, 36.8%, and 30.3% in FQ3 2019, FQ2 2019, and FQ3 2018, respectively. 
 
LSB’s cost of sales includes certain expenses related to the retention of consulting firms, which will eventually be re-
moved from the cost structure. GVRC estimates that costs attributable to reliability improvement initiatives fall be-
tween $1 million and $2 million annually and will continue through 2020. The expenses incurred for consultancies 
should drive better facility utilization and noticeably improved long-term earnings. 
 
Selling, general, and administrative expenses were $9.1 million in FQ3 2019. While somewhat consistent with recent 
levels, FQ3 2019 selling, general, and administrative expenses include approximately $3.3 million of legal fees related 
to pending litigation against Leidos Constructors, LLC, a general contractor for the construction of the ammonia plant at 
the El Dorado Facility (completed in early 2016). LSB is seeking more than $100 million in damages; trial is scheduled 
for February 2020. Management expects legal fees related to this litigation to amount to about $1 million per month 
through early FY 2020. 
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FQ3 2019 operating income was -$19.2 million (compared to -$16.6 million in FQ3 2018) and net income was -$30.8 
million (compared to -$26.1 million in FQ3 2018). 
 
LSB’s depreciation expense of roughly $17 million to $18 million per quarter seems reasonable, considering the compa-
ny’s substantial capital assets (a recent uptick in depreciation is attributable to additional capitalized investment in 
physical plant assets). Interest expense in FQ3 2019 of $12.0 million is commensurate with the company’s debt struc-
ture. 
 
Because LSB’s agriculture business is seasonal, the spring (April through June) and fall (October through November) 
periods are expected to produce stronger results than the summer and winter seasons. This corresponds to fertilizer 
applications: anhydrous ammonia is applied to soil shortly after fall crop harvests conclude as well as prior to spring 
planting to replenish nutrients; UAN is applied to crops shortly after spring planting. Historically, financial results are 
strongest in the second quarter, followed by the first, fourth, and third quarters. The company’s industrial and mining 
segments are significantly less seasonal. In addition to seasonality, short-term fluctuations in revenue and profitability 
are affected by cyclicality (affecting both product pricing and demand) and temporarily decreased production capacity 
due to planned maintenance and plant turnarounds. FQ3 2019 saw all three of these factors weigh on LSB’s results; as 
such, GVRC believes profitability measurements over a longer term are more appropriate. 
 
Cash Flow 
In FQ3 2019, LSB generated cash from operations of $20.7 million, which included net income of -$30.8 million, depre-
ciation and amortization of $18.0 million, collection of accounts receivable of $17.3 million, and an adjustment for ac-
crued interest of $10.2 million. Cash from investing was -$7.6 million, which was substantially all capital expenditures. 
Cash from financing was -$4.3 million, largely reflecting regular debt service requirements. 
 
LSB projects FY 2019 full-year capital expenditures of $37 million, of which about $7.5 million will be financed under an 
existing secured loan agreement related to the replacement of a sulfuric acid converter at the El Dorado Facility. Year-
to-date, capital expenditures have totaled about $20.5 million ($1.8 million financed with debt), leaving approximately 
$16.5 million in capital expenditures expected in FQ4 2019 (about $5.7 million financed with debt and the remainder 
financed with cash). Long-term, GVRC expects that capital expenditures for maintenance and minor improvements 
should run around $30 million annually. 
 
Shareholders’ Equity 
Shareholders’ equity has declined consistently since FQ3 2016 due to persistent net losses (much of this stems from 
depreciation related to the expansion of the El Dorado Facility, completed in early 2016). A series of new domestic am-
monia plants constructed over the past several years and the associated disruption to the distribution networks for 
ammonia-based products have resulted in oversupply and unfavorable product pricing. However, the market has large-
ly adjusted to these changes, as evidenced by generally firmer product pricing over the past several quarters. Improved 
plant operations and continuing upward price movements should lead to higher profitability, at which point GVRC ex-
pects retained earnings will be allocated in a manner accretive to shareholders. 
 
Depreciation vs. Capital Expenditures 
Depreciation of LSB’s assets generally falls between $17 million and $18 million per quarter, or $68 million and $72 mil-
lion annually. This compares to capital expenditures totaling between $30 million and $35 million annually. Although 
this relationship might suggest degradation of the capability of LSB’s production assets, results suggest the contrary. 
GVRC believes that LSB’s level of capital expenditures is appropriate to operate the business and even realize modest 
physical asset improvements over time, while recognizing that infrequent large capital outlays are likely necessary to a 
business such as that of LSB in the very long term. GVRC suspects that meaningful expansion is more likely to be under-
taken by acquisition than by new plant construction, although incremental downstream product capacity additions are 
possible. In FQ2 2019, LSB began identifying several capital projects aimed at enhancing margins, for which $15 million 
to $20 million in additional capital expenditures are expected over the next 12 to 18 months. 
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Plant Operations 

Efficient operation of LSB’s physical plant assets is critical to the company’s financial performance. To measure opera-
tional reliability, LSB reports on-stream rates for each of its three owned facilities on a quarterly basis. On-stream rates 
measure the percent of time that the ammonia reactor at a plant operates. Because ammonia is the precursor for near-
ly every other product produced, this is a critical measure of plant performance. On-stream rates do not consider 
planned downtime for scheduled repairs, modification, or turnarounds (a comprehensive planned maintenance event 
that occurs every two to three years, depending on plant condition), but account for unplanned downtime for unsched-
uled repairs. A discussion of notable company-wide initiatives and an assessment of each plant follows. 
 
Cross-Plant Initiatives  
Since 2017, LSB has focused intensely on improving on-stream rates. This is a comprehensive task; historically, each of 
its facilities operated as a disparate entity, with little cooperation on the standardization of operational procedures, 
maintenance programs, procurement, inventory management, or other aspects of the business that would benefit 
from centralized control. 
 
Over the past few years, LSB has retained several consultants to evaluate various aspects of the company’s operations. 
Meaningful engagements related to physical plant condition concluded in 2018; many of the recommendations re-
ceived were implemented prior to or during FQ3 2019 turnarounds, with select non-critical improvements scheduled 
for implementation during future turnarounds. In FQ4 2018, LSB retained PeopleCore, a firm which consults on opera-
tions, maintenance, training, safety, and leadership for petrochemical companies with a focus on employees and the 
workforce. PeopleCore is working to implement operator training enhancements, procedure improvements, operations 
work process improvements, and leadership training. GVRC expects this engagement to continue through FY 2020 and 
result in improved facility utilization and noticeably improved long-term earnings.  
 
Concurrently, several corporate-level personnel have been hired to streamline LSB’s logistics and procurement opera-
tions. On the company’s October 29, 2019 conference call, CEO Mark Behrman reported that $3.5 million had been 
removed from the cost structure as a result of these initiatives, and that additional cost savings are expected over time. 
 
El Dorado Facility 
The El Dorado Facility’s ammonia reactor operated at a 96% on-stream rate in FQ3 2019 after operating at a 95% on-
stream rate during FQ2 2019. Over the past year, it has operated at an average quarterly on-stream rate of 96%. LSB 
expects an on-stream rate for FY 2019 of 95%, and believes that a long-term on-stream rate target of 97% is achieva-
ble. The El Dorado Facility underwent an 18-day turnaround in FQ3 2019; this was shorter than a typical turnaround as 
much of the planned work was pulled forward and performed during unplanned downtime in FQ2 2018. The turna-
round included cleaning and catalyst changes. The El Dorado Facility is now on a three-year turnaround schedule, with 
the next turnaround planned for FY 2022. Because the ammonia plant at the El Dorado Facility is LSB’s newest and 
most advanced, GVRC generally expects high on-stream rates. 
 
During FQ4 2019, the sulfuric acid plant located at the El Dorado Facility will undergo a converter replacement at a cost 
of approximately $7.5 million (which will be capitalized). This will both improve the reliability of the sulfuric acid plant 
and increase its capacity from 140,000 tons annually to 160,000 tons annually. While the size of LSB’s sulfuric acid op-
eration is small relative to the size of its ammonia operations, management has identified sulfuric acid as an important 
business in which future acquisitive activity is possible. 
 
Excess ammonia from the El Dorado Facility is injected into an ammonia pipeline owned by NuStar Energy, LP and is 
purchased by Koch Fertilizer, LLC under an offtake agreement. This agreement was amended in October 2019 to extend 
its expiration from May 2020 to June 2022, with several one-year extensions. 
 
Cherokee Facility 
The Cherokee Facility’s ammonia reactor operated at a 90% on-stream rate during FQ3 2019 after operating at a 99% 
on-stream rate in FQ2 2019. The facility’s FQ3 2019 on-stream rate was impacted by limited power interruptions and 
local flooding; GVRC believes the disruptions were anomalous and generally expects high on-stream rates at the Chero-
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kee Facility, consistent with historical performance. Over the past year, it has operated at an average quarterly on-
stream rate of 94%. LSB expects an on-stream rate for FY 2019 of 95%, and believes that a long-term on-stream rate 
target of 97% is achievable. The Cherokee Facility last underwent a turnaround in FQ3 2018 and is not scheduled for 
another turnaround until FQ3 2021. 
 
Pryor Facility 
The Pryor Facility’s ammonia reactor operated at a 91% on-stream rate during FQ3 2019 after operating at an 89% on-
stream rate during FQ2 2019. Over the past year, it has operated at an average quarterly on-stream rate of 91%. LSB 
expects an on-stream rate for FY 2019 of 90%, and believes that a long-term on-stream rate target of 93% to 95% is 
achievable. The Pryor Facility underwent a turnaround beginning in September 2019 and continuing into late October 
2019. As a result, the Pryor Facility was not producing during 24 turnaround days in September; GVRC believes an addi-
tional 29 to 30 turnaround days will be logged in October. This turnaround was extensive, involving overhauls to the 
ammonia, urea, and nitric acid plants, including the tie-in of a new urea reactor that will increase UAN production by an 
estimated 25,000 to 30,000 tons annually. Recommendations from prior third-party engineering studies previously 
conducted at the Pryor Facility, including replacement of the cold mixed gas feed coil and upgrade of motor control 
centers, were also completed during this turnaround. The Pryor Facility will remain on a two-year turnaround schedule 
until its planned 2021 turnaround, after which it may be moved to a three-year turnaround schedule. 
 
Baytown Facility 
LSB operates a facility in Baytown, Texas that is owned by Covestro AG. The plant produces nitric acid using ammonia 
feedstock delivered via pipeline. LSB has operated the Baytown Facility since 1998 and is currently in its third long-term 
operating contract with Covestro. LSB’s management believes the relationship with Covestro is strong. GVRC observes 
that LSB has operated this plant at high on-stream rates and to the satisfaction of the owner for approximately two 
decades and has no reason to believe that this relationship will change in the foreseeable future. In October 2018, 
Covestro announced an expansion at the Baytown Facility to increase production of methylene diphenyl diisocyanate, 
which requires nitric acid to synthesize. GVRC expects LSB will benefit from this expansion. 
 
Planned Margin Enhancement Projects 
During FQ2 2019, LSB undertook a $35 million tack-on offering to the Senior Secured Notes due 2023. The company has 
begun approximately $15 million of margin enhancement projects that will be completed over the next 12 to 18 
months. These projects include product loading and unloading improvements, constructing additional storage capacity 
to allow for higher production levels year-round and additional opportunistic in-season selling, and capital to facilitate 
guest plants on LSB’s properties. Currently, LSB is in the final stages of negotiation with a customer to construct a guest 
plant at the El Dorado Facility that will capture and package carbon dioxide, a byproduct of ammonia synthesis that is 
currently not monetized. Additionally, LSB has indicated that discussions with existing industrial and mining customers 
are ongoing, which may result in expanded relationships; GVRC believes opportunities to meaningfully increase the 
production of industrial and mining products exist. 
 

Market Analysis 

Agriculture Market 
Sales of agricultural products make up between 40% and 60% of LSB’s quarterly revenue, depending on the period. Ag-
riculture sales are highly seasonal, with demand peaking in the spring (April through June) and fall (October through 
November) seasons. In FQ3 2019, 47.0% of LSB’s revenue was attributable to the agriculture segment. Because fertiliz-
er use is dependent on crop selection, soil conditions, weather patterns, and other environmental factors, almost all 
agriculture sales are based on spot pricing, which is driven by relatively short-term supply and demand. Unseasonably 
cold and wet weather in many corn-producing regions during the first half of 2019 led to delayed crop planting and 
weak fertilizer demand, resulting in depressed prices and oversupply. Pricing and supply issues were exacerbated as 
parts of the supply chain, particularly waterborne transportation along river systems, experienced significant disrup-
tion. 
 
Due to expectations for a poor corn harvest in the United States this fall, corn prices have risen considerably. As such, 
many industry sources expect a spike in planted acres for the 2020/2021 crop year (the corn crop planted in spring 
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2020 and harvested in fall 2020). Fertilizer application in preparation for the spring 2020 planting season begins after 
the fall harvest and resumes in the spring before crops are planted. GVRC expects that demand for agricultural fertiliz-
ers will result in a normalization of inventory levels and product price appreciation, benefitting LSB.  
 
Recent trends in selling prices and sales volume are presented below.  
 

Source: Reported gross average selling prices (price per ton) are sourced from the appropriate period's 8-K issued in conjunction 
with that period's earnings announcement. Average selling prices represent net back prices, which are calculated as sales less 
freight expenses divided by product sales volume in tons. 

 

Source: Product volumes (tons sold) are sourced from the appropriate period's 8-K issued in conjunction with that period's earnings an-
nouncement. 

 
Because LSB’s agriculture segment is cyclical, and prices reflect the commodity nature of the products, gross margins 
vary widely. In cyclical troughs, gross margins can be as small as a few percent, while at cyclical peaks, gross margins 
can rise to between 30% and 50%. In FQ3 2019, adjusted gross margin was 8.9%, versus 26.7% in FQ2 2019 and 4.9% in 
FQ3 2018. GVRC expects further improvement in adjusted gross margin in the medium-term as operational reliability 
and efficiency improve and product prices normalize.  
 
Industrial and Mining Markets 
Sales of industrial and mining products exhibit minimal seasonality, although quarterly results can be affected by the 
timing of orders and product price fluctuations. In FQ3 2019, 40.5% and 12.5% of LSB’s revenue was attributable to the 
industrial and mining segments, respectively. Historically, industrial and mining product pricing has been determined 
by long-term contracts that provide for prices tied to the Tampa Ammonia Index, providing stability of earnings and 
foresight into production and distribution requirements. Due to an oversupply of ammonia in the first half of 2019, the 
Tampa Ammonia Index remained depressed in FQ3 2019, averaging $221 per metric ton (versus $233 per metric ton in 
FQ2 2019 and $313 per metric ton in FQ3 2018). In FQ3 2019, adjusted gross margin for the industrial and mining seg-
ments (which are combined for the purpose of reporting adjusted gross margin) was 30.0%, versus 36.8% in FQ2 2019 
and 30.3% in FQ3 2018. 
 
Because industrial and mining products are sold under cost-plus arrangements, sales volumes are the most appropriate 
proxy for revenue. To a certain extent, production can be shifted between products to opportunistically capitalize on 
price movements. Product sales volumes (tons sold) are presented on the following page. 
 
 
 
 
 
 
 
 
 
 

 FQ2 2018 FQ3 2018 FQ4 2018 FQ1 2019 FQ2 2019 FQ3 2019 

UAN $178 $156 $180 $213 $198 $163 

HDAN $254 $234 $240 $232 $248 $ 263 

Ammonia $316 $285 $316 $357 $357 $ 252 

 FQ2 2018 FQ3 2018 FQ4 2018 FQ1 2019 FQ2 2019 FQ3 2019 

UAN 110,336 83,898 103,618 94,577 95,183 105,847 

HDAN 93,126 51,944 46,650 59,845 127,124  32,248 

Ammonia 12,956 17,564 19,070 19,205 28,228 19,420 

Other Agricultural Products 12,822 4,394 2,023 3,328 10,377 3,434 
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*Excluding Baytown Facility 
Source: Product volumes (tons sold) are sourced from the appropriate period's 8-K issued in conjunction with that period's earnings announcement. 

 

Management Assessment 

There have not been any recent changes to LSB’s executive management or the Board of Directors. GVRC believes that 
experienced management at both the corporate level and plant level is crucial to the success of the business. CEO Mark 
Behrman, CFO Cheryl Maguire, and COO John Diesch all have several years of tenure with the company and have effec-
tively guided LSB through a multi-year transitional period with a focus on efficient and reliable operation of the compa-
ny’s physical plants and enabling the company’s workforce through enhanced training initiatives. GVRC believes LSB’s 
executive officers are capable of driving continued improvement. At both the corporate level and plant level, several 
additional personnel have joined LSB over the past few years, contributing to operational reliability and efficiencies in 
areas such as procurement and logistics.  
 
LSB’s 10 largest shareholders are presented in the table below. Security Benefit is the largest holder of LSB’s common 
stock (the owner of record is LSB Funding LLC), the holder of all of the issued and outstanding Series E Preferred and 
Series F Preferred, and a significant holder of the Senior Secured Notes due 2023. In aggregate, Security Benefit con-
trols 15.4% of the total common stock voting power, which includes votes to which they are entitled through owner-
ship of the Series F Preferred. GVRC perceives Security Benefit to be a rational and well-capitalized investment group 
and is encouraged by its continued ownership and financial flexibility. Security Benefit is the counterparty to LSB’s sen-
ior promissory note due 2023 and the senior loan agreement providing construction capital for a new sulfuric acid con-
verter at the El Dorado Facility. GVRC believes LSB’s relationship with Security Benefit is excellent. 

 

Competitive Positioning Update 

LSB operates in a highly competitive industry against many other larger chemical companies with substantial resources. 
Because ammonia and many of the derivative products produced by LSB are commodities, competition is based pri-
marily on price. Pricing of delivered ammonia products is a function of proximity to the end customer and access to 
reasonable means of transportation. CF Industries Holdings, Inc., CVR Partners LP, Dyno Nobel, Koch Industries, Inc., 
Nutrien Ltd., and Yara International ASA are notable competitors.  
 
Most ammonia plants, including all three of LSB’s owned ammonia plants, use natural gas feedstock to produce ammo-
nia; ammonia then serves as the precursor to numerous ammonia-based products. As such, natural gas pricing is an 

 FQ2 2018 FQ3 2018 FQ4 2018 FQ1 2019 FQ2 2019 FQ3 2019 

Industrial Products             

Ammonia 41,194 61,308 67,919 74,834 78,697 56,854 

Nitric Acid* 33,504 21,388 35,870 22,375 22,271 25,304 

Other Industrial Products 9,224 6,721 7,552 8,274 8,948 8,046 

Mining Products             
LDAN/HDAN/AN Solution 48,001 34,852 42,277 36,615 47,000 39,305 

Shareholders (from recent 13D, 13F, 13G, or proxy filings): 

LSB Funding LLC 14.1% 

BlackRock Fund Advisors 10.6% 

Robotti & Co. Advisors LLC 6.8% 

Dimensional Fund Advisors LP 6.4% 

Tontine Associates LLC 6.0% 

Jack Golsen 5.8% 

The Vanguard Group, Inc. 4.6% 

Maple Rock Capital Partners, Inc. 3.3% 

Dan Greenwell 2.1% 
Mark Behrman 2.1% 
Top 10 Holders 61.8% 
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important determinant of the economics of ammonia production. LSB’s access to inexpensive natural gas feedstock is a 
particularly notable competitive advantage. At the El Dorado Facility and Cherokee Facility, natural gas feedstock pric-
ing is approximated by Henry Hub spot pricing. However, at the Pryor Facility, LSB purchases natural gas feedstock at a 
substantial discount to Henry Hub pricing; this discount can approach 30%. As regional offtake capacity continues to 
develop, GVRC expects this discount may narrow. 
 
End-market pricing of ammonia products is typically inclusive of the cost of transportation to those markets. Therefore, 
access to shipping by truck, rail, barge, or pipeline and proximity to end customers are advantageous. LSB’s three 
plants are strategically located in the South-Central United States, with ready access to corn-producing regions via road 
or rail. The El Dorado Facility is also connected to an ammonia pipeline, providing efficient access to a distribution net-
work. Finally, the El Dorado Facility, which produces the bulk of the company’s industrial and mining products, offers 
direct rail access to important mining markets in the western United States. 
 
While several large foreign producers compete for domestic business, because pricing is typically inclusive of shipping 
costs, domestic production remains competitive relative to foreign production, and almost all ammonia produced in 
the United States is consumed domestically. However, recent imports of UAN have caused downward pressure on UAN 
prices. Some of this pressure may ease as domestic demand normalizes following abnormal weather patterns in the 
first half of 2019. 
 
For most products, LSB’s market share is small enough that it can sell substantially everything it produces. In recent 
years, LSB has added storage capacity at its facilities in order to opportunistically time product sales during periods of 
strong pricing. Planned capital projects include additional storage capacity.  
 
Demand for agricultural fertilizers has been weak in 2019, but recent price trends in LSB’s markets have generally been 
stable. In FQ3 2018, LSB’s reported selling prices for UAN and HDAN rose by 4.5% and 12.4%, respectively, compared to 
FQ3 2018 prices, while anhydrous ammonia selling prices declined by 11.6%. Sales volumes for anhydrous ammonia 
and UAN rose by 10.6% and 26.2%, respectively, compared to FQ3 2019 sales volumes, while HDAN sales volumes de-
clined by 37.9% due to unfavorable weather conditions in LSB’s primary HDAN markets. In the industrial and mining 
segments, low selling prices resulting from a 29.4% decline in the Tampa Ammonia Index from FQ3 2018 to FQ3 2019 
were partially offset by higher production volumes. GVRC views the long-term trends in LSB’s industrial and mining seg-
ments as positive and notes that LSB has both additional production capacity and several emerging commercial growth 
opportunities. 
 
Although LSB’s end market diversification sets it apart from its agriculturally oriented peers, LSB’s cyclical agriculture 
segment is an important part of the overall business. The primary demand indicator for LSB’s agricultural products is 
acres of corn planted in the United States each season, due to (a) the sheer number of acres planted relative to other 
nitrogen-intensive crops, (b) the relatively high nitrogen demand of the crop, and (c) LSB’s proximity to corn-producing 
regions. In March 2019, the USDA Agricultural Projections to 2028 report predicted that 92.0 million acres of corn 
would be planted in 2019 and 93.0 million acres would be planted annually from 2020 through 2023. However, the 
USDA’s October 2019 World Agricultural Supply and Demand Estimates report projects only 89.9 million acres planted 
in 2019; consequently, expectations for planted acres in 2020 have risen. GVRC expects strong fall 2019 and spring 
2020 fertilizer applications in advance of a strong spring 2020 corn planting. Distortions in corn markets resulting from 
a weak 2019 crop could bode well for fertilizer demand for years to come. 
 

Valuation Analysis 

For much of its existence, LSB operated as a diversified holding company for a collection of manufacturing and industri-
al entities. This confounds historic results of the company’s chemical operations. The last significant non-chemical hold-
ing, a subsidiary that manufactured climate control solutions, was divested in mid-2016. Certain ownership interests in 
natural gas-producing properties were divested in mid-2017 and a small industrial machinery and components business 
was sold in late 2017. LSB’s operational and financial characteristics are now clear, but historical data are of limited ana-
lytical value.  
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LSB’s industrial and mining segments have historically constituted more than 50% of its revenue. Because the compa-
ny’s relationships with industrial and mining customers typically involve long-term contractual agreements based on 
cost-plus pricing, GVRC believes that growth in these segments is less dependent on product pricing than it is on achiev-
ing additional commercial penetration and higher production rates. LSB’s agriculture segment typically involves sales 
based on variable spot market pricing; therefore, revenue and gross margin vary significantly. Financial results in the 
agricultural segment are largely dependent on production volumes and efficiency. 
 
Given LSB’s operational history, GVRC has previously relied on tangible book value (TBV) as a valuation metric while 
noting that a discernable and sustainable recovery in earnings would render and earnings-base valuation preferable. 
Future earnings forecasts are inherently susceptible to error due to future uncertainties; exogenous events could affect 
markets for LSB’s products or the performance LSB’s facilities. In the past, unforeseen developments materially affected 
financial results. Recognizing this, in consideration of recent operational performance, GVRC has transitioned to an 
EBITDA-based valuation, while noting that LSB’s TBV remains important in considering a margin of safety. 
 
Earning Analysis 
While LSB’s operational turnaround is well underway, historical earnings data to support an earnings-based valuation is 
limited. However, generally improved market pricing, favorable demand dynamics, and operational reliability suggest 
substantially improved earnings in future periods. GVRC believes that the forward earnings projections presented be-
low, which are informed by consideration of market dynamics, assumptions about product pricing, and discussions with 
management, are reasonable. 
 
GVRC notes that LSB has no turnarounds planned for 2020. Assuming on-stream rates commensurate with the compa-
ny’s stated expectations and considering physical plant improvements and turnarounds completed recently, GVRC ex-
pects meaningfully improved production volumes in FY 2020. Price assumptions in the agriculture segment are general-
ly positive, reflecting strengthening fertilizer demand through 2020, while price assumptions in the industrial and min-
ing segments reflect modest strengthening of the Tampa Ammonia Index by early 2020. 

 
LSB’s publicly traded peer companies have traded at EBITDA multiples that range from around 6.0x to about 15.0x over 
the past five years, and currently trade at an average EV/EBITDA multiple of around 9.0x. While LSB bears many similari-
ties to its peer group and is subject to the same external market forces as its competitors, GVRC notes key differences, 
including LSB’s relatively small size compared to many of its peers, its diversification of end markets for ammonia prod-
ucts, and its concentration on ammonia products versus a larger portfolio of agricultural fertilizer products. GVRC also 
notes that execution risk has been a significant market concern that has only recently assuaged as LSB demonstrates 
operational reliability. For these reasons, GVRC believes that 8.0x to 10.0x represents a fair EBITDA multiple for LSB. 
Using a midpoint EBITDA multiple of 9.0x, the following equity value is implied: 
 
 
 
 

 FQ4 2019 2019 FQ1 2020 FQ2 2020 FQ3 2020 FQ4 2020 2020 

Agriculture Revenue $41.3 $196.1 $72.1 $74.6 $52.6 $57.4 $256.7 

Industrial and Mining Revenue $48.7 $185.0 $57.5 $57.5 $50.9 $59.4 $225.2 

Total Revenue $90.0 $381.1 $129.6 $132.0 $103.5 $116.7 $481.8 

SG&A $8.8 $33.5 $8.8 $8.8 $8.8 $8.8 $35.3 

Operating Income $(2.8) $(10.6) $9.2 $10.7 $(1.1) $4.7 $23.4 

Net Income $(11.4) $(65.5) $(2.2) $(1.0) $(10.1) $(5.7) $(30.2) 
Net Income Attributable to 
Common Stockholders 

$(20.0) $(98.5) $(11.1) $(10.2) $(19.6) $(15.5) $(67.7) 

                
EPS $(0.71) $(2.85) $(0.39) $(0.36) $(0.70) $(0.55) $(2.01) 
                
Adjusted EBITDA $20.4 $82.4 $32.4 $34.3 $23.0 $29.3 $119.1 
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Tangible Book Value Analysis 
LSB currently trades at 0.49x its TBV of approximately $8.96 per share (fully diluted). During the 12 quarters ended FQ2 
2015 (prior to the sale of its climate control subsidiary), the company traded at an average of 3.01x TBV. Since FQ2 
2015, the company has traded at an average of 0.67x TBV. 
 
The nature of LSB’s operations requires regular capital expenditures to maintain and grow the business, while infre-
quent large capital expenditures are expected in the very long term in the form of new facility construction. Partially 
due to cost overruns during the construction of the El Dorado Facility (LSB’s most recent plant construction, completed 
in early 2016), LSB’s depreciation expense is now outsized compared to the ongoing capital requirements of the busi-
ness. This has resulted in persistent net losses, eroding shareholders’ equity and TBV, which are now $283.5 million and 
$277.1 million, respectively. While GVRC believes the earnings power of the business may be sufficient to periodically 
result in neutral or slightly positive net income, substantial growth in TBV per share is not anticipated in the near term. 
 
GVRC believes that a price target range of 1.0x to 1.5x TBV is appropriate when considering a valuation based on TBV. 
Using a midpoint of 1.25x TBV, a valuation of $11.20 is implied. Considering recent improvements in operational relia-
bility and favorable outlooks for LSB’s markets, GVRC believes this modest premium to TBV is justified, if not conserva-
tive. However, GVRC views a valuation based on TBV as secondary to an earnings-based valuation, which is more appro-
priate given LSB’s improved operational characteristics.  
 
LSB’s management has long held that industry consolidation would be beneficial for many smaller companies which, 
like LSB, operate only a few plants. While there are considerations specific to each transaction, such as plant design, 
end market access, and ownerships structure, GVRC anticipates consolidation will occur within the next few years, ab-
sent significant market disruption. Considering LSB’s experience in improving physical plant facilities and plant opera-
tions, GVRC views LSB as a logical consolidator. However, it is worth noting that the net replacement value of LSB’s as-
sets, which is likely more than $35 per share, suggests the company would command a substantial premium to the cur-
rent price of the common stock in a sale. 
 
Valuation 
LSB has a raison d’etre due to the longstanding demand for ammonia-based chemical products in numerous agriculture, 
industrial, and mining applications. Access to both inexpensive natural gas feedstock and important end markets pro-
vides the company with a competitive edge over many domestic and nearly all international competitors.  
 
The margin of safety in an investment in LSB lies in its current price relative to the value of its assets. LSB trades at a 
discount to both TBV per share ($8.96) and a TBV-based valuation using a multiple of 1.25x ($11.20), which GVRC views 
as a reasonable baseline in any consideration of valuation. The company’s assets are difficult to replace, necessary for 
the synthesis of ammonia and ammonia-based products, and would likely command substantial value in a private trans-
action. Considering the replacement value of these assets, GVRC views the sale of the company to a competitor at a 
price providing sufficient downside protection to shareholders as a worst-case scenario. 
 
Over the past few years, LSB has focused intensely on improving its operations. Results are now evident in the form of 
consistent on-stream rates approaching the company’s stated objectives. The normalization of market supply and de-

  2019 2020 

EBITDA $82.4 $119.1 

EBITDA Multiple 9.0x 9.0x 

Enterprise Value $742.0 $1,071.6 

Net Debt $404.8 $396.9 

Series E Preferred (Liquidation Value) $236.2 $272.9 

Other Preferred Stock $3.0 $3.0 

Common Equity Value $98.0 $398.8 

Shares Outstanding (Fully Diluted) 31.1 31.1 

Value/Share $3.16 $12.84 
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mand dynamics and resulting firming in product prices has further aided financial results. Possible tailwinds include the 
successful completion and implementation of planned margin enhancement projects and the materialization of addi-
tional commercial opportunities, some of which may be significant. 
 
GVRC employs an EBITDA-based valuation of the enterprise. GVRC’s target price of $12.85 per share is approximately 
9.0x estimated 2020 adjusted EBITDA of $119.1 million. This price target represents a slight downward revision of 
GVRC’s FQ2 2019 target price of $13.15, attributable to higher FY 2020 net debt assumptions, partially offset by a $1.0 
million upward revision of adjusted EBITDA. GVRC believes that 1.25x TBV, or $11.20 per share, is a reasonable valua-
tion baseline should unforeseen circumstances impair LSB’s earnings outlook, but does not anticipate such circumstanc-
es. Continued operational reliability is paramount to the realization of expected earnings. Should expected financial 
results materialize, LSB will likely also benefit from less expensive access to capital and the potential for inorganic 
growth. 
 

Risks, Catalysts and Expectations 

GVRC’s comprehensive report dated August 15, 2019 provides a complete list of assessed risks to LSB’s business. The 
following risks are particularly noteworthy: 

• The end markets for LSB’s products may be affected by decreased demand or unfavorable prices. Most of LSB’s 
products are commodities and are priced as such. Product pricing is almost entirely out of LSB’s control. The 
effects of depressed product pricing were seen in some products during FQ3 2019. While gross margin general-
ly fluctuates less than revenue due to the variable costs associated with production, fixed costs remain a signifi-
cant component of cost of sales. 

• LSB’s leverage is significant, and in a disorderly disposal of assets or distressed sale of the business, equity val-
ue may be partially or completely impaired. The company’s Senior Secured Notes due 2023 carry an interest 
rate of 9.625%, which comprises the bulk of the company’s quarterly interest expense of approximately $12.0 
million. The Series E Preferred carries a dividend rate of 14%, and dividends are assessed against both principal 
and accrued and unpaid dividends. GVRC believes that a refinancing transaction in the next six to 18 months is 
a distinct possibility, but the terms of a refinancing transaction may not be favorable. While liquidity is not an 
imminent concern, overleverage will become an issue if not addressed in a timely manner. 

 
While several obvious catalysts exist, GVRC believes that the most meaningful source of stock price appreciation will be 
improved earnings stemming from consistent and reliable plant operations. LSB has no planned turnarounds in FY 
2020; uninterrupted operation will highlight the potential for the business to generate a significant amount of cash. 
While strong product demand and improved pricing will accelerate earnings, LSB can be profitable in a wide range of 
market conditions (as historical adjusted gross margins indicate). Several commercial opportunities could result in high-
er production capacity utilization within a relatively short period of time. Additionally, management expects $6 million 
to $7 million in incremental EBITDA by the end of FY 2020 from margin enhancement projects that are currently under-
way. 
 
GVRC expects that consistent operational reliability, robust product demand, and strengthening prices will drive LSB’s 
earnings in the short-term. In the medium-term, marginal EBITDA should come from planned capital investments and 
continued commercial efforts. In the long-term, revenue should grow and margins should expand as a result of en-
hanced operational reliability, which will allow a revamp of the capital structure that is accretive to shareholders. Even-
tually, GVRC expects LSB to consider inorganic growth opportunities enabled by stable cash flow and balance sheet 
flexibility. As progress towards these goals becomes clear, shares will command a substantially higher valuation. 
 
LSB trades at a 66% discount to GVRC’s target price of $12.85. GVRC believes this discount to intrinsic value presents a 
compelling case for investment and an attractive entry point for patient, opportunistic 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-
gently examining company financial statements, understanding competitive positioning, assessing industry and macro-
economic 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. 
 
Global Value Investment Corp, through its subsidiaries, beneficially owns less than 5% of the common stock outstand-
ing of LSB Industries, Inc.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Analyst Certification  
The research analyst responsible for this research report hereby certifies that the views expressed in the research report accurately reflect his or her personal views 
about the subject securities and issuers, and that no part of his or her compensation was, is, or will be directly or indirectly related to the specific recommendations 
or views contained in the research report. 
 
Disclosures 
This report is published by Global Value Research Company (GVRC), a division of Global Value Investment Corp (GVIC), and is primarily disseminated electronically 
and available to all recipients simultaneously. GVIC is a registered investment adviser and does not, has never, and has no future plans to, provide investment bank-
ing services. All statements or opinions contained in this report are solely the responsibility of GVRC. All information, including facts and opinions, contained in this 
report were based solely on publicly available information and were obtained from sources believed to be reliable, but are in no way guaranteed to be complete or 
accurate. This report is for informational purposes only, and does not constitute a guarantee of any company’s future value, an offer or solicitation to buy or sell any 
security, or an agreement, explicit or implied, to provide any service. 
 
Employees of GVRC and GVIC may have minority, non-controlling positions in the securities issued by the company discussed in this report (the “Company”). GVRC 
retains ownership of this report and, other than confirming the accuracy of certain facts presented prior to publication, the Company has no control over its con-
tents. Investments in the securities referenced in this report involve risks and uncertainties that could cause actual results to differ from the analysis and opinions 
provided by GVRC and may not be suitable for all investors. Past performance of the Company should not be taken as an indication or guarantee of future results. 
Additional information about GVRC, GVIC, and the services provided by each is available upon request. 
 
Compensation 
GVRC receives an annual non-contingent flat fee ranging from $25,000 to $75,000 from the Company for the publication of an initial report covering the Company, 
three quarterly updates, and any interim reports deemed necessary by GVRC. To mitigate the conflict of interest created by the Company compensating GVRC pre-
paring the reports, GVRC requires its fee to be fully paid in advance of the publication of its initial report. GVRC has implemented policies and procedures to pro-
mote the objectivity of its analysts. GVRC does not rely on revenues from any single company, including the Company, engaging the firm for its research services. 
GVRC also prohibits companies from compensating it with stock-based or other forms of variable compensation and only accepts cash (or cash equivalents) for its 
services. Although GVRC and GVIC employees may own positions in the securities of companies covered by the firm, GVIC has implemented strict procedures that 
prohibit employees from trading securities, including options, directly related to the subjects of its reports within ten days before and three days after their publica-
tion. 
 
Copyright 2019 Global Value Investment Corp. All rights reserved. No part of this report may be reproduced in any form without the express written consent of 
GVRC. 


