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Ocean Yield (OCY NO, OYIEF) Update on FPSO
Maintain NEUTRAL

We are maintaining a NEUTRAL Rating as the company announced an extension of the
option for the FPSO vessel with Aker Energy until September 1st. That does ensure the
FPSO will generate some income and cash flow in 2Q19 and 3Q19. If terms remain the
same ($50,000 per day), it adds about 3-cents to 2Q in EPS and 2 cents for 3Q.

Aker Energy has submitted a revised plan to Ghana for development of a multi-year
deepwater drilling project. It expects to get feedback from the government and expects to
receive final approval in the 3Q19. Also, in the news, Aker is exploring the use of an FPSO
from SBM Offshore or Yinson on the project, which may be bad news for Ocean Yield.

There are multiple reasons to still expect Ocean Yield’s ship to be used. Aker owns 49% of
Aker Energy and 61.7% of Ocean Yield. Also, the project expects to be producing oil within
35 months of final approval. That gives ample time to modify the Ocean Yield FPSO. It is
debt free as well, so it is not costing anything during this time. It should also help Ocean
Yield stock and bolster the dividend coverage for the largest investor.

Ocean Yield is also marketing the ship to other projects that are starting up as well. It
believes it should be able to resolve the matter by 1Q20, which is essentially the time-frame
we have been targeting. We actually think by then; a new deal will be in place or the ship
will be sold.

We have believed that 2019 would be the transition year and there is enough cash and
liquidity to sustain the dividend until the FPSO situation is concluded. However, if there
is no deal or sale of the vessel, the dividend would likely need to be reduced. The company
indicated that if neither solution is in place by then, it may adjust the dividend down to 15-
cents per quarter from 19.1 cents. That would save the company about $6.5 million per

1 | Behind the Numbers



quarter ($26 million annually) in dividends and create a sustainable situation with an idle
FPSO. The dividend yield would be 9.1% vs. the current 11.5%.

Longer term, we still believe the FPSO situation will reach an end and not remain an idle
vessel for Ocean Yield in 2020 and beyond. It’s on the books for $232 million and is debt
free. It has already had an impairment charge in late 2018 when Reliance did not exercise
the purchase option. Even if it is sold for $100-$150 million, we believe Ocean Yield can
leverage that capital 4-1 and invest in new ships worth $500-$750 million. It has been
earning double-digit rates of returns these deals and should be able to produce more than
$26 million annually to cover the potential dividend reduction. For example, the company’s
49.9% equity investment in 6 containerships cost $162 million and is producing equity
income of $5.7-$6.0 million per quarter.

If Aker signs a long-term deal on the FPSO it is expected to be a double-digit rate of return

on $232 million plus $200-$300 million of modifications made and financed by Ocean Yield.
That again should be a figure higher than the $26 million discussed above.
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Disclosure

BTN Research is a research publication structured to provide analytical research to the financial community.
Behind the Numbers, LLC is not rendering investment advice based on investment portfolios and is not registered
as an investment adviser in any jurisdiction. Information included in this report is derived from many sources
believed to be reliable (including SEC filings and other public records), but no representation is made that it is
accurate or complete, or that errors, Iif discovered, will be corrected.

The authors of this report have not audited the financial statements of the companies discussed and do not
represent that they are serving as independent public accountants with respect to them. They have not audited
the statements and therefore do not express an opinion on them. Other CPAs, unaftiliated with Mr. Middleswart,
may or may not have audited the financial statements. The authors also have not conducted a thorough "review”
of the financial statements as defined by standards established by the AICPA.

This report is not intended, and shall not constitute, and nothing contained herein shall be construed as, an offer
to sell or a solicitation of an offer to buy any securities referred to in this report, or a "BUY" or "SELL"
recommendation. Rather, this research is intended to identify issues that investors should be aware of for them
to assess their own opinion of positive or negative potential.

Behind the Numbers, LLC, its employees, its affiliated entities, and the accounts managed by them may have a
position in, and from time-to-time purchase or sell any of the securities mentioned in this report. Initial positions
will not be taken by any of the aforementioned parties until after the report is distributed to clients, unless
otherwise disclosed. It is possible that a position could be held by Behind the Numbers, LLC, its employees, its
affiliated entities, and the accounts managed by them for stocks that are mentioned in an update, or a BTN
Thursday Thoughts.
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