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Laying the Founda on for Profitable Growth



The LGL Group, Inc.

The LGL Group, Inc. is a globally‐posiƟoned producer of industrial and commercial products
and services that is currently focused on the design and manufacture of highly engineered
electronic components and subsystems. For over 90 years, LGL has been creaƟng value for its
shareholders by providing customers with products and services that reflect the Company’s
commitment to operaƟonal excellence and technical innovaƟon, and by disciplined deploy‐
ment of capital resources. Its shares are traded on NYSE MKT under the symbol “LGL”.



To our new and long time stockholders:

Looking back on 2016, I am pleased to report that much was accomplished in spite of severe competition,
continued over capacity in our industry and the encroachment of semi conductor advances on lower frequency
products.

The major accomplishments:

Revenue growth over the prior year;
Operating loss reduction from $788,000 in 2015 to $161,000 in 2016. The reduced loss of over $600,000
on less than a $200,000 increase in revenue speaks to our strategy of dropping low margin business and
replacing it with less competitive, more highly engineered assemblies;
Net income, although not entirely driven by operations, was positive by $148,000;
Backlog of $10.5 million at the close of 2016 was almost 20% higher than the backlog at the close of 2015,
and most with gross margins greater than 30%;
We acquired PTF in the fall of 2016, increasing our portfolio of products as well as opening new markets
for LGL;
The appointment of Dr. Robert Mamazza as CEO of MtronPTI, which added strength to our executive
management team.

Much more was accomplished by our team in order to achieve the financial and operational improvements in
2016. The tactical improvements were many, such as:

Yield improvements on production runs;
Reductions in cycle times;
Reductions in turn around time on engineering projects;
Reductions in our supplier base.

The majority of the improvements resulted in us becoming an easier company for our customers to work with,
which is evidenced by the number of new quote opportunities we are seeing.

As we enter 2017, with our strong backlog, we are positioned for continued organic growth. In addition, with the
strength of our balance sheet we can look to synergistic external growth whether it be additional alliances or
outright acquisitions.

In closing, our resolve to make LGL a world class organization continues and with our seasoned team in place you
should need not settle for less. Our future is only limited by our bandwidth which continues to broaden every
year.

Yours truly,

Michael J. Ferrantino, Sr.

Executive Chairman and Chief Executive Officer
May 16, 2017
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PART I

Caution Concerning Forward-Looking Statements

Item 1. Business.

Overview of MtronPTI



MtronPTI Products

Overview of PTF



PTF Products

Customers



Research and Development

Marketing and Sales

Seasonality

Domestic Revenues

International Revenues

Order Backlog



Raw Materials

Competition

Intellectual Property

Employees

Environmental



Item 1A. Risk Factors.

Investing in our securities involves risks. Before making an investment decision, you should carefully consider the
risks described below. Any of these risks could result in a material adverse effect on our business, financial
condition, results of operations, or prospects, and could cause the trading price of our securities to decline,
resulting in a loss of all or part of your investment. The risks and uncertainties described below are not the only
ones we face, but represent those risks and uncertainties that we believe are material to our business, operating
results, prospects and financial condition. Additional risks and uncertainties not presently known to us or that we
currently deem immaterial may also harm our business.

Risks Related to Our Business and Industry

We are dependent on a single line of business.

Our operating results vary significantly from period to period.



We have a large customer that accounts for a significant portion of our revenues, and the loss of this customer,
or decrease in their demand for our products, could have a material adverse effect on our results.

A relatively small number of customers account for a significant portion of our accounts receivable, and the
insolvency of any of these customers could have a material adverse impact on our liquidity.

Our order backlog may not be indicative of future revenues.

We are a holding company, and therefore are dependent upon the operations of our subsidiaries to meet our
obligations.

Our future rate of growth and profitability are highly dependent on the development and growth of the
communications, networking, aerospace, defense, instrumentation and industrial markets, which are cyclical.



The market share of our customers in the communications, networking, aerospace, defense, instrumentation and
industrial markets may change over time, reducing the potential value of our relationships with our existing
customer base.

We may make acquisitions that are not successful, or we may fail to integrate acquired businesses into our
operations properly.

If we are unable to introduce innovative products, demand for our products may decrease.

Our markets are highly competitive, and we may lose business to larger and better-financed competitors.



Our ability to borrow under our credit facility may be limited by available collateral.

Our success depends on our ability to retain key management and technical personnel and attracting, retaining,
and training new technical personnel.

We purchase certain key components and raw materials from single or limited sources and could lose sales if
these sources fail to fulfill our needs.

As a supplier to U.S. Government defense contractors, we are subject to a number of procurement regulations
and other requirements and could be adversely affected by changes in regulations or any negative findings from
a U.S. audit or investigation.



Our products are complex and may contain errors or design flaws, which could be costly to correct.

Communications and network infrastructure equipment manufacturers increasingly rely upon contract
manufacturers, thereby diminishing our ability to sell our products directly to those equipment manufacturers.

Future changes in our environmental liability and compliance obligations may increase costs and decrease
profitability.



We have significant international operations and sales to customers outside of the United States that subject us to
certain business, economic and political risks.

We rely on information technology systems to conduct our business, and disruption, failure or security breaches
of these systems could adversely affect our business and results of operations.



Risks Related to Our Securities

The price of our common stock has fluctuated considerably and is likely to remain volatile, in part due to the
limited market for our common stock.

Our warrants expiring August 6, 2018 may not have any value and there is a limited public market for our
warrants.



Holders of our warrants will have no rights as a common stockholder until such holders exercise their warrants
and acquire shares of our common stock.

Adjustments to the exercise price of the warrants, or the number of shares of common stock for which the
warrants are exercisable, following certain corporate events may not fully compensate warrant holders for the
value they would have received if they held the common stock underlying the warrants at the time of such events.



Our officers, directors and 10% stockholders have significant voting power and may vote their shares in a
manner that is not in the best interest of other stockholders.

Provisions in our corporate charter documents and under Delaware law could make an acquisition of the
Company, which may be beneficial to our stockholders, more difficult.

Item 1B. Unresolved Staff Comments.

Item 2. Properties.

Item 3. Legal Proceedings.

Item 4. Mine Safety Disclosures.



PART II

Item 5. Market for the Registrant's Common Equity, Related Stockholder Matters and Issuer
Purchases of Equity Securities.

Market for Common Equity

Fiscal Year 2017 High Low

Fiscal Year 2016 High Low

Fiscal Year 2015 High Low

Stock Repurchase Program

Period

Total
Number of
Shares

Purchased (1)

Average
Price

Paid per
Share

Total Number of
Shares

Purchased as
Part of Publicly
Announced
Programs

Maximum
Number of
Shares that
May Yet Be
Purchased
Under the
Programs



Dividend Policy

Item 6. Selected Financial Data.

You should read the following selected consolidated financial data together with ''Management's Discussion and
Analysis of Financial Condition and Results of Operations'' and our consolidated financial statements and the
related notes included elsewhere in this report.

The selected statement of operations data for the years ended December 31, 2016 and 2015, and the selected
balance sheet data as of December 31, 2016 and 2015, are derived from our audited financial statements included
elsewhere in this report. The selected statement of operations data for the years ended December 31, 2014, 2013
and 2012, and the selected balance sheet data as of December 31, 2014, 2013 and 2012, are derived from our
audited financial statements not included in this report. These financial statements have been prepared in
accordance with U.S. generally accepted accounting principles. Our historical results may not be indicative of the
operating results to be expected in any future period.

Year ended December 31,
(in thousands, except share and per share data)

2016 2015 2014 2013 2012



December 31,
(in thousands)

2016 2015 2014 2013 2012

Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations.

You should read the following discussion and analysis together with our audited consolidated financial statements
and the accompanying notes. This discussion contains forward-looking statements, including statements regarding
our expected financial position, business and financing plans. These statements involve risks and uncertainties.
Our actual results could differ materially from the results described in or implied by these forward-looking
statements as a result of various factors, including those discussed below and elsewhere in this Report, particularly
under the headings "Caution Concerning Forward-Looking Statements" and "Risk Factors."

Results of Operations

2016 Compared to 2015

Consolidated Revenues, Gross Margin and Backlog



Income�Taxes

�

�as�explained�above.



Net Income (Loss)

Liquidity and Capital Resources



Critical Accounting Policies

Off-Balance Sheet Arrangements

Item 7A. Quantitative and Qualitative Disclosures About Market Risk.

Item 8. Financial Statements and Supplementary Data.

Item 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure.

Item 9A. Controls and Procedures.

Evaluation of Disclosure Controls and Procedures



Management's Annual Report on Internal Controls Over Financial Reporting

Changes in Internal Control Over Financial Reporting

Item 9B. Other Information.

PART III

Item 10. Directors and Executive Officers and Corporate Governance.

Item 11. Executive Compensation.

Item 12. Security Ownership Of Certain Beneficial Owners and Management and Related
Stockholder Matters.

Item 13. Certain Relationships and Related Transactions, and Director Independence.

Item 14. Principal Accountant Fees and Services.



PART IV

Item 15. Exhibits and Financial Statement Schedules.

 

 

Exhibit
No.

Description





Item 16. Form 10-K Summary.



SIGNATURES

SIGNATUR CAPACITY DATE



Report of Independent Registered Public Accounting Firm



THE LGL GROUP, INC.
CONSOLIDATED BALANCE SHEETS

(Dollars in Thousands, Except Per Share Amounts)

December 31,
2016 2015

ASSETS

LIABILITIES AND STOCKHOLDERS’ EQUITY

See Accompanying Notes to Consolidated Financial Statements.



THE LGL GROUP, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(Dollars in Thousands, Except Per Share Amounts)

Years Ended December 31,
2016 2015

See Accompanying Notes to Consolidated Financial Statements.



THE LGL GROUP, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

(Dollars in Thousands)

Years Ended December 31,
2016 2015

See Accompanying Notes to Consolidated Financial Statements.



THE LGL GROUP, INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

(Dollars in Thousands)

Shares of
Common
Stock

Outstanding
Common
Stock

Additional
Paid-In
Capital

Accumulated
Deficit

Treasury
Stock

Accumulated
Other

Comprehensive
Income (Loss) Total

See Accompanying Notes to Consolidated Financial Statements.



THE LGL GROUP, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Dollars in Thousands)

Years Ended December 31,
2016 2015

OPERATING ACTIVITIES

Net cash provided by operating activities

INVESTING ACTIVITIES

Net cash used in investing activities

FINANCING ACTIVITIES

Net cash provided by financing activities

Supplemental Disclosure

Supplemental Schedule of Noncash Investing Activities:

See Accompanying Notes to Consolidated Financial Statements.

ies

295



THE LGL GROUP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

A. Accounting and Reporting Policies

Organization

Owned By
The LGL
Group, Inc.

Principles of Consolidation

Reclassification of Prior Year Presentation

Uses of Estimates



Cash and Cash Equivalents

Marketable Securities

Accounts Receivable

Inventories

Property, Plant and Equipment, Net

Warranties



Intangible Assets

Revenue Recognition

Revenue Recognition



Shipping Costs

Research and Development Costs

Advertising Expense

Stock-Based Compensation

Earnings Per Share

Earnings Per Share .



Years Ended
December 31, 2016

2016 2015

Income Taxes

Income Taxes

Concentration Risk

Segment Information

Segment Information



Impairments of Long-Lived Assets

Financial Instruments

Foreign Currency Translation

Recently Issued Accounting Pronouncements





B. Business Combination

Business Combinations



Historical
Pro Forma
Adjustments Pro Forma

Year Ended
December 31, 2015

Historical
Pro Forma
Adjustments Pro Forma

C. Inventories

December 31,
2016 2015

Year Ended
December 31, 2016



E. Stock-Based Compensation

2016 2015

Number
of

Stock
Options

Weighted
Average
Exercise
Price

Weighted
Average
Remaining
Contractual

Term

Aggregate
Intrinsic
Value

D. Related Party Transactions



Number of
Stock
Awards

Weighted
Average
Grant

Date Fair
Value

F. Income Taxes

2016 2015



2016 2015



December 31, 2016 December 31, 2015
Deferred Tax Deferred Tax

Asset Liability Asset Liability

G. CNB Loan



H. Stockholders' Equity

I. Fair Value Measurements

Level 1

Level 2

Level 3



Assets

Level 1 Level 2 Level 3

Total
December
31, 2016

Level 1 Level 2 Level 3

Total
December
31, 2015

J. Employee Benefit Plans

K. Commitments and Contingencies

Rent Expense

L. Segment Information



Years Ended December 31,
2016 2015

Revenues from Operations

Operating Income (Loss) from Operations

Loss Before Income Taxes

Capital Expenditures

Total Assets



M. Domestic and Foreign Revenues

Years Ended December
31,

2016 2015



EXHIBIT INDEX

Exhibit
No.

Description
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THE LGL GROUP, INC.
2525 Shader Road
Orlando, FL 32804
V: (407) 298‐2000
F: (407) 587‐0150
www.lglgroup.com

BOARD OF DIRECTORS
Michael J. Ferran no, Sr.
ExecuƟve Chairman of the Board

Timothy Foufas
Marc J. Gabelli
Donald H. Hunter
Manjit Kalha, FCA
Frederic V. Salerno
Hendi Susanto
Antonio Viscon

EXECUTIVE OFFICERS
Michael J. Ferran no, Sr.
Chief ExecuƟve Officer
Pa A. Smith, CPA
Chief Financial Officer

TRANSFER AGENT & REGISTRAR
Computershare
211 Quality Circle, Suite 210
College StaƟon, TX 77845

Toll Free Dedicated Number: (877) 868‐8027
TDD for hearing impaired: (800) 952‐9245
Foreign Shareowners: (201) 680‐6578
TDD foreign shareowners: (781) 575‐4592
www.computershare.com/investor

TRADING INFORMATION
NYSE MKT
Common Stock
Symbol: LGL

AUDITOR
RSM US LLP
Orlando, FL

INVESTOR RELATIONS CONTACT
Paƫ A. Smith, CPA
Chief Financial Officer
(407) 298‐2000
pasmith@lglgroup.com

2017 ANNUAL MEETING
Our 2017 Annual MeeƟng of Stockholders
will be held on June 15, 2017 at
9:00 a.m. local Ɵme at the Company’s
headquarters:

The LGL Group, Inc.
2525 Shader Road
Orlando, FL 32804



The LGL Group, Inc.
NYSE MKT: LGL

2525 Shader Rd.

Orlando, FL 32804
(407) 298‐2000 www.lglgroup.com


