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Safe Harbor Statement
This presentation contains forward-looking statements within the meaning of Section 27A of the Securities Act of 

1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended.  Forward-looking 

statements are subject to risks, uncertainties and assumptions and are identified by words such as ñexpects,ò 

ñestimates,ò ñconfidence,ò ñprojects,ò ñtypically,ò ñoutlook,ò ñanticipates,ò ñbelieves,ò ñappears,ò ñcould,ò ñopportunities,ò 

ñseeking,ò  ñplans,ò ñaim,ò ñpursuit,ò and other similar words.  All statements addressing operating performance, 

events, or developments that Graham Corporation expects or anticipates will occur in the future, including but not 

limited to, expected expansion and growth opportunities within its domestic and international markets, anticipated 

revenue, the timing of conversion of backlog to sales, market presence, profit margins, tax rates, foreign sales 

operations, its ability to improve cost competitiveness, customer preferences, changes in market conditions in the 

industries in which it operates, changes in commodities prices, the effect on its business of volatility in commodities 

prices, changes in general economic conditions and customer behavior, forecasts regarding the timing and scope of 

the economic recovery in its markets, its acquisition and growth strategy and the expected performance of Energy 

Steel & Supply Co. and its operations in China and other international locations, are forward-looking statements.  

Because they are forward-looking, they should be evaluated in light of important risk factors and uncertainties. These 

risk factors and uncertainties are more fully described in Graham Corporation's most recent Annual Report filed with 

the Securities and Exchange Commission, included under the heading entitled ñRisk Factors.ò  Should one or more 

of these risks or uncertainties materialize, or should any of Graham Corporation's underlying assumptions prove 

incorrect, actual results may vary materially from those currently anticipated.  In addition, undue reliance should not 

be placed on Graham Corporation's forward-looking statements.  Except as required by law, Graham Corporation 

disclaims any obligation to update or publicly announce any revisions to any of the forward-looking statements 

contained in this slide presentation.

This presentation will discuss some non-GAAP financial measures, which Graham Corporation believes are useful in 

evaluating its performance. You should not consider the presentation of this additional information in isolation or as a 

substitute for results compared in accordance with GAAP. Graham Corporation has provided reconciliations of 

comparable GAAP to non-GAAP measures in tables found in the Supplemental Information portion of this 

presentation.
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Business & Strategic Overview
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Introduction to Graham Corporation

Engineered-to-Order (ETO), 

custom fabricated equipment and solutions provider

Key markets:

V Refining 

V Petrochemical

V Power 

V U.S. Navy

Q1 2019 Sales 

$26.6 million 

Note: Market data as of July 23, 2018 [Source: S&P Capital IQ]; ownership as 

of last filing date

Founded: 1936

IPO: 1968                                    NYSE: GHM

Market capitalization $261.2 million

Recent price $26.58

52-week range $17.97 ï$27.51

Avg. daily trading volume (3 mos.) 32.6k

Common shares outstanding: 9.83 million

Annualized dividend/dividend yield $0.36 / 1.35%

Ownership:

Institutional 80.5%

Insider 3.6%

Fiscal year end March 31

Refining

67%

Chemical/

Petrochemical 

10%

Power

10%

Other/ Navy

13%
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Process-Critical Equipment

High Cost of Failure

Low Fault Tolerance Performance Specifications 

Difficult or Impossible to Replace

Low Relative Cost

Customers Require Quality, Complex Engineered-to-Order Equipment
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Graham End Market Key Differentiators

Provide engineering and equipment scope analysis regarding 

Capex, Opex, and best way to achieve userôs operating 

objectives.  Able to provide fast, accurate and detailed analysis. 

Value provided to market before order is placed.

Consultative 
Selling Platform

Complex Project 
Management 

Aptitude

Graham provides unique value before and throughout project life cycle

Custom 
Fabrication to 

Tight Tolerances

Responsive 
Operating Model

Ability to efficiently and effectively stop and start, as needed, 

throughout project life.  Must have this capability.

Low volume / high mix operations model where engineering 

change orders occur frequently while in fabrication. 

Unique capability to custom fabricate large weldments, in special 

metallurgy to exacting tolerances. Strong quality control with 

objective quality evidence.
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Wide Range of Projects

Project Types
% of GHM 

Sales
ASP* ASP* Range Lead Time

Large Orders ~ 2/3 $800,000 $250k-$30 million 9-18 months
(Navy:  2-5 years)

Short Cycle Orders ~1/3 <$10,000 $500-$250k 1 week - 6 months

* ASP: Average Selling Price
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Strategically Addressing Key Markets 

Key End Markets
Market Size

% of 

GHM 

Sales

GHM 

Share

New

Capacity

Revamps/

Retrofits*

Spares/

Replacements*

Crude Oil Processing/ 

Refining

>$150 million annually

25-35% ~ 25% Significant Significant Significant

Chemical/

Petrochemical

>$150 million annually

25-35% ~15% Significant Moderate Significant

U.S. Navy

~$50 million annually

15-25% ~30% Significant Not 

meaningful

Not meaningful

Power

>$250 million annually

15-20% < 10% Moderate Significant Significant

Other ~10% Significant Not 

meaningful

Significant

* Revamps/retrofits and spares/replacements are derived from the installed base

Relative importance
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ÅNorth America refining 

and U.S. Navy orders 

driving record backlog 

levels

ÅGHM FY2018 Q2 - Q4 

represented cycle bottom 

sales and profitability

Core Markets Recovering 

Strong Recovery/ 
Revenue Growth

>17% Average 
EBITDA Margin*

>12% Average 
ROIC*

Cycle Recovery 
Goals

* Average Cycle performance
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$82.6 
$72.9 73.0

$96.2 

$117.9 $114.9 

3/31/2017 6/30/2017 9/30/2017 12/31/2017 3/31/2018 6/30/2018

Backlog

Backlog Backlog expected to convert within 12 months

Navy 56%

Chemical/
Petrochemical

11%

Refining 21%

Other 5% Power 
7%

($ in millions)

Backlog by Industry
June 30, 2018

Projected Backlog Conversion
June 30, 2018

Within next 

12 months

55-60%

Beyond 

24 Months

15-25%

Backlog Remains Strong

Á High percentage of U.S. Navy projects 

in backlog provides stability

Within 12 to

24 Months

20-25%

Mix highlights importance of diversification strategy
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Acquisition Strategy

Engineered -to-order products for energy industry

Strong management team with customer and quality focus

$20 million ï$60 million in annual revenue

Cash return exceeds equity cost of capital

Strong pricing discipline

Diversify products, markets, and/or geographic presence; 

reduce earnings volatility
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Financial Overview
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$135.2

$90.0 $91.8

$77.5

$95-$105 (3)

19%

12%
11%

12%

0%

5%

10%

15%

20%

25%

30%

35%

40%

$0

$30

$60

$90

$120

$150

FY15 FY16 FY17 FY18 FY19E

Revenue Adj. EBITDA Margin

EPS

(1) See supplemental slide for Adjusted EBITDA reconciliation and other important disclaimers regarding Grahamôs use of Adjusted EBITDA

(2) FY15, FY17 and FY18 EPS have been adjusted to exclude unusual items.  Please see supplemental slides for a reconciliation of GAAP EPS to Adjusted EPS. 

(3) Based on guidance provided as of August 3, 2018

Invested for Diversification Strategy & 

Energy Market Recovery 
(Revenue in millions)

(1)

$1.57(2) $0.61 $0.56(2) $0.18(2)
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FY16 FY17 FY18 FY19E

$2.1

Capital Expenditures

$1.2

10.8%

5.7%

2.1%
4.1%

FY16 FY17 FY18 6/30/2018

Working Capital Utilization (2)

Strong Balance Sheet

Cash, Cash Equivalents 
and Investments

($ in millions)

$18.8

$12.4

$8.5

$0.1

FY16 FY17 FY18 Q1 FY19

Operating Cash Flow

$0.3

$65.1

$73.5
$76.5 $75.3

 3/31/2016 3/31/2017 3/31/2018 6/30/2018

$2.0ï$2.5(1)

(1) Guidance provided as of August 3, 2018

(2) Defined as current assets (excluding cash and cash equivalents and investments) less current liabilities divided by annual or TTM revenue
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Strong Cash Generation

($ in millions)

0.0

20.0

40.0

60.0

80.0

100.0

120.0

140.0

160.0

March 2005
Cash &

Investments,
Net

Net
Income

D&A,
Intangibles
Impairment

Working Capital
Change

Capital
Investments

Financing/Other Treasury Stock
Repurchases

Dividends Energy Steel
Acquisition

June 2018
Cash &

Investments,
Net

0.8

109.6

38.3 (3.4) (27.4)

8.1 (13.6)

(20.2)

75.3

Uses of CashSources of Cash

March 2005 to June 2018

>100% of Net Income 

converted to cash or 

returned to shareholders

(18.5)
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Graham Capital Allocation Priorities

Dividend Payments

Organic Growth

Stock Repurchases

Acquisition Strategy

Maintain a strong, prudently managed balance sheet

Å Invest in current operations to 

drive organic growth

Å Continue consistent dividend 

payments and increases

Å Seek opportunistic acquisitions 

with cash return that exceeds 

equity cost of capital

Å Return value to shareholders 

through stock repurchases 

Cash from 

Operations

Cash from 

Balance Sheet
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Shareholder Focus

Å Board increased dividend 

on 8/2/18, to $0.40 per 

share annualized

Å Paid $3.5 million of 

dividends in Fiscal 2018

Å Sustainable dividends 

reflect stability of 

operating cash flows 

across business cycle
36%

63%
81%

3/31/2007 3/31/2010 3/31/2018

Institutional Ownership

$0.08 
$0.12 

$0.16 

$0.32 
$0.36 

$0.40 

Prior 2/11/2013* 2/25/2014* 1/29/2015* 1/28/2016* 8/2/2018*

Annualized Dividends 
Per Share

* Reflects date of dividend increase
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ÅRevenue $95 million ï$105 million

ÅGross margin 24% ï26% 

ÅSG&A $18 million ï$18.75 million 

ÅEffective tax rate 20% ï22%

(1) FY2019 guidance updated as of August 3, 2018

FY2019 Guidance
(1)

Increasing revenue expectations
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Expected long -term global energy demand growth drives opportunities

Leading market position and worldwide brand recognition

Sales model based on early engineering involvement

Expanding addressable market opportunities

Strong and flexible balance sheet

Acquisition opportunities

Results -oriented management team

Top quartile financial performance

Solid operating leverage and powerful cash generation

Investment Highlights


