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PART I
FINANCIAL INFORMATION
Item 1.

Financial Statements.
The LGL Group, Inc.
Condensed Consolidated Balance Sheets (Unaudited)
(In thousands, except par value and share amounts)
September 30,
2020

ASSETS
Current Assets:
Cash and cash equivalents
Marketable securities
Accounts receivable, net of allowances of $132 and $109, respectively
Inventories, net
Prepaid expenses and other current assets
Total Current Assets
Property, plant and equipment:
Land
Buildings and improvements
Machinery and equipment
Gross property, plant and equipment
Less: accumulated depreciation
Net property, plant, and equipment
Equity investment in unconsolidated subsidiary
Deferred income taxes, net
Intangible assets, net
Right-of-use lease asset
Other assets
Total Assets

$

$

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current Liabilities:
Accounts payable
Accrued compensation and commissions
Other accrued expenses
Total Current Liabilities
Contingencies (Note P)
Stockholders’ Equity
Common stock, $0.01 par value - 10,000,000 shares authorized;
5,339,904 shares issued and 5,213,320 shares outstanding at
September 30, 2020, and 5,014,647 shares issued and 4,933,063 shares
outstanding at December 31, 2019
Additional paid-in capital
Accumulated deficit
Treasury stock, 81,584 shares held in treasury at cost at September 30, 2020
and December 31, 2019
Total Stockholders' Equity
Total Liabilities and Stockholders' Equity

$

$

See Accompanying Notes to Condensed Consolidated Financial Statements.
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17,276
5,646
4,644
5,430
268
33,264
536
4,766
17,742
23,044
(20,220 )
2,824
3,134
3,046
366
452
—
43,086

1,249
1,494
957
3,700

December 31,
2019

$

$

$

12,453
5,631
4,445
6,016
365
28,910
536
4,651
17,527
22,714
(19,883 )
2,831
3,334
3,307
402
331
102
39,217

1,865
1,832
627
4,324

53
44,999
(5,086)

50
41,576
(6,153)

(580 )
39,386
43,086

(580 )
34,893
39,217

$

The LGL Group, Inc.
Condensed Consolidated Statements of Operations (Unaudited)
(In thousands, except share and per share amounts)
Three Months Ended September 30,
2020

REVENUES

$

Costs and expenses:
Manufacturing cost of sales
Engineering, selling and administrative
OPERATING INCOME
Other income (expense):
Interest (expense) income, net
Loss on equity investment in unconsolidated subsidiary
Other income (expense), net
Total other income (expense), net
INCOME BEFORE INCOME TAXES
Income tax expense (benefit)
NET INCOME

8,071

$

$

Diluted per share information:
Weighted average shares outstanding
$

23,058

709

1,122

1,553

2,412

—
—
82
82

629

0.12

0.12

(7 )
(200 )
3
(204 )

1,204
(3,326)
$

4,530

0.92

$

0.91

1,067

2,765
(3,286)
$

5,159,452
$

4,965,808
$

1
—
352
353

1,349
282

4,901,698
$

See Accompanying Notes to Condensed Consolidated Financial Statements.
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$

13,970
6,676

5,251,078

Net income

2019

23,748
15,681
6,514

5,212,652

Net income

$

5,049
2,417

800
171

Basic per share information:
Weighted average shares outstanding

2020

8,588

5,203
2,159

(3 )
(61)
155
91

$

Nine Months Ended September 30,

2019

0.21

4,872,461
$

5,195,754
$

0.21

6,051

1.24
4,965,989

$

1.22

The LGL Group, Inc.
Condensed Consolidated Statements of Stockholders’ Equity (Unaudited)
(In thousands, except share amounts)
Shares of
Common
Stock
Outstanding

Additional
Paid-In
Capital

Common
Stock

Accumulated
Deficit

Treasury
Stock

Total

Balance at December 31, 2019
Net income, Q1 2020
Exercise of stock options
At-the-market stock sales, net of costs of $346
Stock-based compensation

4,933,063
—
14,000
263,725
—

$

50
—
—
3
—

$

41,576
—
58
3,251
10

$

(6,153)
183
—
—
—

$

(580 )
—
—
—
—

$

34,893
183
58
3,254
10

Balance at March 31, 2020
Net income, Q2 2020
Exercise of stock options
Stock-based compensation

5,210,788
—
1,266
—

$

53
—
—
—

$

44,895
—
5
37

$

(5,970)
255
—
—

$

(580 )
—
—
—

$

38,398
255
5
37

Balance at June 30, 2020
Net income, Q3 2020
Exercise of stock options
Stock-based compensation

5,212,054
—
1,266
—

$

53
—
—
—

$

44,937
—
5
57

$

(5,715)
629
—
—

$

(580 )
—
—
—

$

38,695
629
5
57

Balance at September 30, 2020

5,213,320

$

53

$

44,999

$

(5,086)

$

(580 )

$

39,386

Balance at December 31, 2018
Net income, Q1 2019
Exercise of stock options
Stock-based compensation

4,831,178
—
14,250
—

$

49
—
—
—

$

41,023
—
71
6

$

(13,169)
582
—
—

$

(580 )
—
—
—

$

27,323
582
71
6

Balance at March 31, 2019
Net income, Q2 2019
Exercise of stock options
Stock-based compensation

4,845,428
—
41,050
—

$

49
—
—
—

$

41,100
—
197
6

$

(12,587)
939
—
—

$

(580 )
—
—
—

$

27,982
939
197
6

Balance at June 30, 2019
Net income, Q3, 2019
Exercise of stock options
Stock-based compensation

4,886,478
—
27,200
—

$

49
—
—
—

$

41,303
—
122
5

$

(11,648)
4,530
—
—

$

(580 )
—
—
—

$

29,124
4,530
122
5

Balance at September 30, 2019

4,913,678

$

49

$

41,430

$

(7,118)

$

(580 )

$

33,781

See Accompanying Notes to Condensed Consolidated Financial Statements.
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The LGL Group, Inc.
Condensed Consolidated Statements of Cash Flows (Unaudited)
(In thousands)
Nine Months Ended September 30,
2020

OPERATING ACTIVITIES
Net income
Adjustments to reconcile net income to net cash provided by
operating activities:
Depreciation
Amortization of finite-lived intangible assets
Stock-based compensation
Loss from equity investment in unconsolidated subsidiary
Unrealized gain on marketable securities
Deferred income tax expense
Changes in operating assets and liabilities:
Increase in accounts receivable, net
Decrease (increase) in inventories, net
Decrease (increase) in prepaid expenses and other assets
(Decrease) increase in accounts payable, accrued compensation and
commissions and other accrued liabilities

$

Net cash provided by operating activities

2019

1,067

$

6,051

336
56
104
200
(15)
261

309
56
17
—
(179 )
(3,306)

(199 )
586
179

(1,508)
(2,010)
(110 )

(745 )

1,769

1,830

1,089

INVESTING ACTIVITIES
Purchase of marketable securities, net
Capital expenditures

—
(329 )

(5,000)
(826 )

Net cash used in investing activities

(329 )

(5,826)

FINANCING ACTIVITIES
Proceeds from at-the-market stock sales
Proceeds from stock option exercise

3,254
68

Net cash provided by financing activities

3,322

Increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

$

—
390
390

4,823
12,453
17,276

$

(4,347)
15,508
11,161

Supplemental Disclosure:
Cash paid for interest

$

3

$

6

Cash paid for income taxes

$

56

$

72

See Accompanying Notes to Condensed Consolidated Financial Statements.
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The LGL Group, Inc.
Notes to Condensed Consolidated Financial Statements (Unaudited)
A.

Basis of Presentation

The accompanying unaudited condensed consolidated financial statements have been prepared in accordance with accounting principles generally accepted in
the United States (“GAAP”) for interim financial reporting and the instructions to Form 10-Q. In the opinion of management, all adjustments (consisting of normal
recurring adjustments) considered necessary for a fair presentation have been included. Operating results for the three and nine months ended September 30,
2020 are not necessarily indicative of the results that may be expected for the full year ending December 31, 2020. The information included in this Form 10-Q
should be read in conjunction with the information included in the LGL Group, Inc. (the “Company”, “we”, “our” or “us”) Annual Report on Form 10-K for the year
ended December 31, 2019 filed with the Securities and Exchange Commission (the “SEC”) on March 30, 2020.
B.

Summary of Significant Accounting Polices

Principles of Consolidation
The Company consolidates entities in which it has a controlling financial interest. Material intercompany transactions and accounts have been eliminated in
consolidation. The Company determines whether it has a controlling financial interest in an entity by first evaluating whether the entity is a variable interest entity
(“VIE”).
A variable interest in a VIE is an investment that will absorb portions of the VIE’s expected losses and/or receive portions of the VIE’s expected residual returns.
The Company’s sole VIE represents its interest in the Sponsor (as defined below).
VIE Consolidation Analysis
The enterprise with a controlling financial interest in a VIE is known as the primary beneficiary and consolidates the VIE. The Company determines whether it is
the primary beneficiary of a VIE by performing an analysis that principally considers:
•
Which variable interest holder has the power to direct the activities of the VIE that most significantly impact the VIE’s economic performance;
•
Which variable interest holder has the obligation to absorb losses or the right to receive benefits from the VIE that could potentially be significant to
the VIE;
•
The VIE’s purpose and design, including the risks the VIE was designed to create and pass through to its variable interest holders;
•
The VIE’s capital structure;
•
The terms between the VIE and its variable interest holders and other parties involved with the VIE; and
•
Related-party relationships.
The Company reassesses its evaluation of whether an entity is a VIE when certain reconsideration events occur. The Company reassesses its determination of
whether it is the primary beneficiary of a VIE on an ongoing basis based on current facts and circumstances.
Equity-Method Investments
When the Company does not have a controlling financial interest in an entity but can exert significant influence over the entity’s operating and financial policies,
the investment is accounted for either (i) under the equity method of accounting or (ii) at fair value by electing the fair value option available under GAAP.
Significant influence generally exists when the Company owns 20% or more of the entity’s common stock or in-substance common stock.
Revenue Recognition
The Company recognizes revenue from the sale of its products in accordance with the criteria in Accounting Standards Codification (“ASC”) 606, Revenue from
Contracts with Customers, which are:
Step 1: Identify the contract(s) with a customer.
Step 2: Identify the performance obligations in the contract.
Step 3: Determine the transaction price.
Step 4: Allocate the transaction price to the performance obligations in the contract.
Step 5: Recognize revenue when (or as) the entity satisfies a performance obligation.
The Company meets these conditions upon the Company’s satisfaction of the performance obligation, usually at the time of shipment to the customer, because
control passes to the customer at that time. The Company’s standard terms for customers are net due within 30 days, with a few exceptions, none regularly
exceeding 60 days.
The Company provides disaggregated revenue details by segment in Note L – Segment Information, and geographic markets in Note M – Domestic and Foreign
Revenues.
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The Company offers a limited right of return and/or authorized price protection provisions in its agreements with certain electronic component distributors who
resell the Company's products to original equipment manufacturers or electronic manufacturing services companies. As a result, the Company estimates and
records a reserve for future returns and other charges against revenue at the time of shipment consistent with the terms of sale. The reserve is estimated based
on historical experience with each respective distributor. These reserves and charges are immaterial as the Company does not have a history of significant price
protection adjustments or returns. The Company provides a standard assurance warranty that does not create a performance obligation.
Practical Expedients:
The Company applies the practical expedient for shipping and handling as fulfillment costs.
The Company expenses sales commissions as sales and marketing expenses in the period they are incurred.
Income Taxes
The Company periodically undertakes a review of its valuation allowance and it evaluates all positive and negative factors that may affect whether it is more
likely than not that the Company would realize its future tax benefits from its deferred tax balances.
Impairments of Long-Lived Assets
Long-lived assets, including intangible assets subject to amortization, are reviewed for impairment whenever events or changes in circumstances indicate that
the carrying amount of the asset may not be recoverable. Long-lived assets are grouped with other assets to the lowest level to which identifiable cash flows are
largely independent of the cash flows of other groups of assets and liabilities. Management assesses the recoverability of the carrying cost of the assets based
on a review of projected undiscounted cash flows. If an asset is held for sale, management reviews its estimated fair value less cost to sell. Fair value is
determined using pertinent market information, including appraisals or broker's estimates, and/or projected discounted cash flows. In the event an impairment
loss is identified, it is recognized based on the amount by which the carrying value exceeds the estimated fair value of the long-lived asset.
As of September 30, 2020, we performed an assessment to determine if there were any indicators of impairment as a result of the operating conditions resulting
from the coronavirus pandemic (“COVID-19”). We concluded that while there have been events and circumstances in the macro-environment that have impacted
us, we have not experienced any entity-specific indicators of asset impairment.
Recent Accounting Pronouncements
There were no recent accounting pronouncements that are anticipated to significantly affect the Company.
C.
Equity Investment in Unconsolidated Subsidiary
The Company has invested $3.35 million in LGL Systems Acquisition Holding Company, LLC (a partially-owned subsidiary of LGL Group, Inc.), which serves as
the sponsor (the “Sponsor”) of LGL Systems Acquisition Corp., a special purpose acquisition company, commonly referred to as a “SPAC”, or blank check
company, formed for the purpose of effecting a business combination in the aerospace, defense and communications industries (the “SPAC”). The Company’s
investment represents 62.2% of the Sponsor’s initial risk capital. The Sponsor is managed by LGL Systems Nevada Management Partners LLC (“Nevada GP”),
an affiliated entity deemed to be under the significant influence of Marc Gabelli, the Company’s non-executive Chairman of the Board, who is also a greater than
10% stockholder of the Company. The Company has determined that it has significant influence in the Sponsor through Nevada GP but that it is not the primary
beneficiary, therefore, accounts for the Sponsor under the equity method of accounting. The equity income (loss) is reported on the basis of a one-quarter lag
and was the sole change in the equity investment during both the three and nine month periods ended September 30, 2020.
The Sponsor holds 20% of the shares in the SPAC along with 5,200,000 private warrants at a strike price of $11.50. On November 7, 2019, the SPAC raised
$172.5 million through the sale of 17.25 million shares and was listed as a publicly traded company on the NASDAQ Capital Market under the ticker symbol
‘DFNS’. The SPAC’s initial public offering closed on November 12, 2019. Prior to and immediately following the initial public offering, the Sponsor held
4,312,500 shares of the SPAC, which are restricted and non-tradable.
If the SPAC does not complete a business combination within 24 months from the closing of the SPAC’s initial public offering, the proceeds from the sale of the
private warrants will be used to fund the redemption of the shares sold in the SPAC’s initial public offering (subject to the requirements of applicable law), and
the private warrants will expire worthless.
D.

Related Party Transactions

Certain cash equivalents and marketable securities held and invested in various mutual funds are managed by g.research (the "Fund Manager"). Marc Gabelli
currently serves as an executive officer of the Fund Manager. The brokerage and fund transactions in 2020 and 2019 were directed solely at the discretion of the
Company’s management.
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As of September 30, 2020, the balance with the Fund Manager totaled $18, 918,000, including $13,281,000 which is classified within cash and cash equivalents
on the accompanying unaudited condensed consolidated balance sheets, and $5,636,000 which is classified within marketable securities on the accompanying
unaudited condensed consolidated balance sheets. Amounts invested generated $15,000 and $ 179,000 of unrealized investment income and $52,000 and
$167,000 of interest earnings during the first nine months of 2020 and 2019, respectively , that is included within other income (expense), net on the
accompanying unaudited condensed consolidated statements of operations. Fund management fees are anticipated to average less than 0.35% of the asset
balances under management on an annual basis.
As of December 31, 2019, the balance with the Fund Manager totaled $14,536,000, including $8,915,000 which is classified within cash and cash equivalents
on the accompanying unaudited condensed consolidated balance sheets, and $5,621,000 which is classified as marketable securities on the accompanying
unaudited condensed consolidated balance sheets.
Marc Gabelli serves as Chairman and Chief Executive Officer of the SPAC and has invested in the Sponsor, and is the initial managing member of Nevada GP.
Timothy Foufas, a member of the Company’s board of directors, is also a member and investor of the Sponsor and Chief Operating Officer of the SPAC and is a
member of Nevada GP. Robert LaPenta, Jr., a member of the Company’s board of directors, is also a member and investor of the Sponsor, Executive Vice
President and Chief Financial Officer of the SPAC and is a member of Nevada GP. John Mega, a member of the Company’s board of directors, is also a member
and investor of the Sponsor and the President of the SPAC. Patrick Huvane, the Company’s Senior Vice President of Business Development, is a member of
both the Company’s and the SPAC’s management team. Michael J. Ferrantino, Jr., a member of the Company’s board of directors, is also a member of the
Sponsor and a board member for the SPAC. Under separate arrangement, these people may be eligible to receive incentive compensation should the SPAC
complete a successful acquisition. Mr. LaPenta and Mr. Mega were appointed to the Company’s board of directors on August 24, 2020.
E.

Fair Value Measurements

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date. Fair value guidance identifies three primary valuation techniques: the market approach, the income approach and the cost approach. The
market approach uses prices and other relevant information generated by market transactions involving identical or comparable assets or liabilities. The income
approach uses valuation techniques to convert future amounts such as cash flows or earnings, to a single present amount. The measurement is based on the
value indicated by current market expectations about those future amounts. The cost approach is based on the amount that currently would be required to
replace the service capacity of an asset.
The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair value into three broad levels. The fair value hierarchy gives the
highest priority to observable inputs such as quoted prices in active markets for identical assets or liabilities (Level 1) and the lowest priority to unobservable
inputs (Level 3). The maximization of observable inputs and the minimization of the use of unobservable inputs are required.
Classification within the fair value hierarchy is based upon the objectivity of the inputs that are significant to the valuation of an asset or liability as of the
measurement date. The three levels within the fair value hierarchy are characterized as follows:
Level 1 - Quoted prices (unadjusted) in active markets for identical assets or liabilities that the Company has the ability to access at the measurement date.
Level 2 - Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly or indirectly. Level 2 inputs include:
quoted prices for similar assets or liabilities in active markets; quoted prices for identical or similar assets or liabilities in markets that are not active; inputs other
than quoted prices that are observable for the asset or liability; and inputs that are derived principally from or corroborated by observable market data by
correlation or other means.
Level 3 - Unobservable inputs for the asset or liability for which there is little, if any, market activity for the asset or liability at the measurement date.
Unobservable inputs reflect the Company's own assumptions about what market participants would use to price the asset or liability. These inputs may include
internally developed pricing models, discounted cash flow methodologies, as well as instruments for which the fair value determination requires significant
management judgment.
Assets
To estimate the market value of its marketable securities, the Company obtains current market pricing from quoted market sources or uses pricing for identical
securities. Assets measured at fair value on a recurring basis are summarized below (in thousands).

Level 1

Equity Security
Equity Mutual Fund
U.S. Treasury Mutual Fund

$

10
—
13,281
7

Level 2

$

—
5,636
—

Total at
September 30,
2020

Level 3

$

—
—
—

$

10
5,636
13,281

Level 1

Equity Security
Equity Mutual Fund
U.S. Treasury Mutual Fund

$

10
—
8,915

Level 2

$

—
5,621
—

Total at
December 31, 2019

Level 3

$

—
—
—

$

10
5,621
8,915

There were no transfers from Level 2 to Level 3 during the periods presented. There were no Level 3 assets as of September 30, 2020 or December 31, 2019.
The Company also has assets that may be subject to measurement at fair value on a non-recurring basis, including goodwill and intangible assets, and other
long-lived assets. There were no other assets or liabilities subject to fair value on a non-recurring or recurring basis as of September 30, 2020 or December 31,
2019.
F.

Inventories

Inventories are valued at the lower of cost or net realizable value using the FIFO (first-in, first-out) method. The Company reduces the value of its inventories to
net realizable value when the net realizable value is believed to be less than the cost of the item. The reserve for excess and obsolete inventory as of
September 30, 2020 and December 31, 2019 was $1,266,000 and $1,341,000, respectively.
Inventories are comprised of the following (in thousands):
September 30,
2020

Raw materials
Work in process
Finished goods
Total Inventories, net
G.

$

$

2,003
2,655
772
5,430

December 31,
2019

$

$

2,134
2,640
1,242
6,016

Intangible Assets

Intangible assets are recorded at cost less accumulated amortization which is included in engineering, selling and administrative expenses in the accompanying
unaudited condensed consolidated statements of operations. Amortization is computed for financial reporting purposes using the straight-line method over the
estimated useful lives of the assets, which range up to 10 years. The intangible assets consist of intellectual property and goodwill. The net carrying value of the
amortizable intangible assets was $326,000 and $362,000 as of September 30, 2020 and December 31, 2019, respectively. Goodwill, which is not amortizable,
was $40,000 as of both September 30, 2020 and December 31, 2019.
Intangible assets are reviewed for impairment annually and whenever events or changes in circumstances indicate that the carrying amount of the asset may not
be recoverable.
H.

Stock-Based Compensation

The Company measures the cost of employee services in exchange for an award of equity instruments based on the grant-date fair value of the award and
recognizes the cost over the requisite service period, typically the vesting period. On March 27, 2020, the Company issued 45,000 restricted shares to its Interim
President and Chief Executive Officer, with a vesting period of 3.75 years.
The Company estimates the fair value of stock options on the grant date using the Black-Scholes-Merton option-pricing model. The Black-Scholes-Merton
option-pricing model requires subjective assumptions, including future stock price volatility and expected time to exercise, which greatly affect the calculated
values. There is no expected dividend rate. Historical Company information was the basis for the expected volatility assumption as the Company believes that
the historical volatility is indicative of expected volatility over the life of the option. The risk-free interest rate is based on the U.S. Treasury zero-coupon rates with
a remaining term equal to the expected term of the option.
Compensation expense related to share-based compensation is recognized over the applicable vesting periods. As of September 30, 2020, there was
approximately $407,000 of total unrecognized compensation expense related to unvested share-based compensation arrangements, primarily related to
restricted stock awards. This cost will be recognized over the weighted average remaining life of these awards (2.25 years for restricted stock awards and 1.8
years for stock options).
I.

Earnings Per Share

The Company computes earnings per share in accordance with ASC 260, Earnings Per Share. Basic earnings per share is computed by dividing net earnings by
the weighted average number of common shares outstanding during the period. Diluted earnings per share adjusts basic earnings per share for the effects of
stock options and other potentially dilutive financial instruments, only in the periods
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in which the effects are dilutive. The dilutive effect of share-based awards is reflected in earnings per share by application of the treasury stock method, which
includes consideration of unamortized share-based compensation expense required under the Compensation – Stock Compensation Topic of the ASC .
For both the three and nine month periods ended September 30, 2020 there were 25,000 options to purchase shares of common stock excluded from the
diluted earnings per share computation because the impact of the assumed exercise of such stock options would have been anti-dilutive during the respective
periods.
The following table reconciles basic weighted average shares outstanding to diluted weighted average shares outstanding for the three and nine months ended
September 30, 2020 and 2019:
Three Months Ended September 30,
2020

Weighted average shares outstanding - basic
Effect of diluted securities
Weighted average shares outstanding - diluted
J.

5,212,652
38,426
5,251,078

2019

4,901,698
64,110
4,965,808

Nine Months Ended September 30,
2020

5,159,452
36,302
5,195,754

2019

4,872,461
93,528
4,965,989

Stockholders’ Equity

ATM Offering
On January 22, 2020, the Company entered into an Open Market Sale Agreement (the “Sales Agreement”) with Jefferies LLC, as sales agent (“Jefferies”),
pursuant to which the Company may offer and sell, from time to time in what is deemed to be an “at the market” offering (“ATM Offering”), through Jefferies,
shares of the Company’s common stock, par value $0.01 per share, having an aggregate offering price of up to $15,000,000 (the “Shares”). Shares sold under
the Sales Agreement are issued pursuant to the shelf registration statement on Form S-3 (File No. 333-235767), filed by the Company with the SEC on
December 31, 2019, which was declared effective on January 8, 2020. The Company filed a prospectus supplement with the SEC on January 23, 2020 in
connection with the offer and sale of the Shares pursuant to the Sales Agreement. During February and March of 2020, there were 263,725 shares sold under
this Sales Agreement, at an average price per share of $13.65 and generating net proceeds of approximately $3,492,000 after brokerage charges of $108,000
were deducted and paid to Jefferies. Form S-3 and at-the-market (“ATM”) registration costs were approximately $238,000 and were charged to additional paid-in
capital. The Sales Agreement and ATM Offering remain in effect in accordance with their terms.
K.

Income Taxes

The Company periodically undertakes a review of its valuation allowance and evaluates all positive and negative factors that may affect whether it is more likely
than not that the Company would realize its future tax benefits from its deferred tax balances. In the quarter ended September 30, 2019, the Company also
released substantially all the valuation allowance related to the Company’s U.S. deferred tax assets ($3.3 million).
The income tax provision for interim periods is generally determined based upon the expected effective income tax rate for the full year and the tax rate
applicable to certain discrete transactions in the interim period. To determine the annual effective income tax rate, the Company must estimate both the total
income (loss) before income tax for the full year and the jurisdictions in which that income (loss) is subject to tax. The actual effective income tax rate for the full
year may differ from these estimates if income (loss) before income tax is greater than or less than what was estimated or if the allocation of income (loss) to
jurisdictions in which it is taxed is different from the estimated allocations. In the quarter ended September 30, 2019, the Company also released substantially all
the valuation allowance related to the Company’s U.S. deferred tax assets ($3.3 million).
The estimated annualized effective income tax rate for the nine months ended September 30, 2020 and September 30, 2019 was 20.9% and 24.8% (excluding
impact of valuation reserve reversal), respectively. Differences between the Company’s effective income tax rate and the U.S. federal statutory rate are primarily
the impact of state taxes, foreign taxes, non-deductible expenses, and excess tax benefits or expense on share-based compensation.
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L.

Segment Information

The Company has two reportable business segments, electronic components and electronic instruments. T he electronic components segment is focused on the
design and manufacture of highly engineered, high reliability frequency and spectrum control products. These electronic components ensure reliability and
security in aerospace and defense communications, low noise and base accuracy for laboratory instruments, and synchronous data transfers throughout the
wireless and Internet infrastructure. The electronic instruments segment is focused on the design and manufacture of high performance Frequency and Time
Reference Standards that form the basis for timing and synchronization in various applications. The following table sets forth activity broken down by reportable
business segment (in thousands):
Three Months Ended September 30,
2020

Nine Months Ended September 30,

2019

2020

2019

Revenues from Operations
Electronic components
Electronic instruments
Total consolidated revenues

$

7,860
211

$

8,218
370

$

22,905
843

$

22,011
1,047

$

8,071

$

8,588

$

23,748

$

23,058

$

1,064 $
(41)
(314 )

Operating Income
Electronic components
Electronic instruments
Unallocated corporate expense
Total operating income
Interest (expense) income, net
Loss on equity investment in unconsolidated
subsidiary
Other income (expense), net
Total other income (expense)
Income Before Income Taxes

1,493 $
93
(464 )

2,249 $
33
(729 )

3,147
257
(992 )

709
(3 )

1,122
—

1,553
(7 )

2,412
1

(61)
155

—
82

(200 )
3

—
352

91
$

800

82
$

(204 )

1,204

$

1,349

353
$

2,765

Operating income is equal to revenues less cost of sales and operating expenses, excluding investment income, interest expense, and income taxes.
M.

Domestic and Foreign Revenues

Significant foreign revenues from operations (10% or more of foreign sales) were as follows (in thousands):
Three Months Ended September 30,
2020

Malaysia
Hong Kong
Australia
All other foreign countries

Nine Months Ended September 30,

2019

2020

$

722
213
162
369

$

1,109
234
1
872

$

Total foreign revenues

$

1,466

$

2,216

Total domestic revenue

$

6,605

$

6,372

2019

2,303
824
655
1,777

$

2,788
668
13
2,261

$

5,559

$

5,730

$

18,189

$

17,328

The Company allocates its foreign revenue based on the customer's ship-to location.
N.

Revolving Credit Agreement

On May 12, 2020, M-tron Industries, Inc. (“MtronPTI”) and Piezo Technology, Inc. (“PTI”), (collectively, the “Borrowers”), both operating subsidiaries of the
Company, entered into a loan agreement for a revolving line of credit with Synovus Bank, an unaffiliated entity, as the lender (“Lender”), for up to $3.5 million (the
“Loan Agreement”), such amount to be used for working capital and general operations. The Loan Agreement is evidenced by a promissory note dated May 12,
2020 that matures on May 12, 2022 (the “Note”), and a corresponding security agreement (the “Security Agreement”). The Note bears interest at the London
Inter-bank Offered Rate (LIBOR) 30-day rate plus 2.50%, with a floor of 0.50%. Upon discontinuance or lack of availability of the LIBOR rate, Lender is required
to determine a comparable equivalent replacement rate. Accrued interest-only payments are due on a monthly basis until the maturity date. The Borrowers may
prepay all or any portion of the loans under the Loan Agreement at any time, without fee, premium or penalty. The Loan Agreement also includes a clean-up
provision whereby during each 12-month period, the outstanding balance must remain at zero for 30 consecutive days. At September 30, 2020, the Company
had no outstanding borrowings under its revolving line of credit with Synovus Bank.
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The Loan Agreement contains various affirmative and negative covenants that are customary for lines of credit and transactions of this type which the Company
is in compliance with, including limitations on the incurrence of debt and liabilities by the Borrowers, as well as financial reporting requirements. The Loan
Agreement also imposes certain financial covenants based on the following criteria, which are specifically defined in the Loan Agreement: (a) Debt Service
Coverage Ratio; and (b) the ratio of Total Liabilities to Total Net Worth.
In the event of default, the Lender has the right to terminate its commitment to make loans pursuant to the Loan Agreement and to accelerate the payment on
any unpaid principal amount of all outstanding loans and interest thereon. All loans pursuant to the Loan Agreement are secured by a continuing and
unconditional first priority security interest in and to any and all property of the Borrowers.
O.

Payroll Protection Program

On April 15, 2020, PTI, MtronPTI, and Precise Time and Frequency LLC (“PTF”), all operating subsidiaries of the Company, entered into loans with City National
Bank of Florida, a national banking association, as the lender, in an aggregate principal amount of $1,907,500 pursuant to the Paycheck Protection Program
under the Coronavirus Aid, Relief, and Economic Security Act. On May 14, 2020, the Company returned all amounts pursuant to such loans and such loans
were thereby terminated.
P.

Contingencies

In the ordinary course of business, the Company and its subsidiaries may become defendants in certain product liability, patent infringement, worker claims and
other litigation. The Company records a liability when it is probable that a loss has been incurred and the amount is reasonably estimable.
Q.

Leases

The Company leases certain manufacturing and office space and equipment. The Company determines if an arrangement is a lease at inception. A contract is or
contains a lease if the contract conveys the right to control the use of identified property, plant, or equipment (an identified asset) for a period of time in exchange
for consideration. Amounts associated with operating leases are included in right-of-use lease assets, and other accrued expense in the Company’s
consolidated balance sheet. Right-of-use lease assets represent the Company’s right to use an underlying asset for the lease term and lease liabilities represent
the Company’s obligation to make lease payments arising from the lease. Right-of-use lease assets and liabilities are recognized at the lease commencement
date based on the estimated present value of lease payments over the expected lease term. The Company uses its incremental borrowing rate based on the
information available at the lease commencement date in determining the present value of lease payments. The incremental borrowing rate for operating leases
that commenced in the period is determined by using the prior quarter end’s incremental borrowing rates. Leases with an initial term of 12 months or less are
not recorded on the balance sheet, and the Company recognizes lease expense for these leases on a straight-line basis over the lease term.
Certain leases include one or more options to renew, with renewal terms that can extend the lease term from one to 10 years or more, and the exercise of lease
renewal options under these leases is at the Company’s sole discretion. The Company’s lease agreements do not contain any material residual value
guarantees or material restrictive covenants.
Future minimum lease payment obligations under operating leases are as follows (in thousands):
September 30,
2020

R.

December 31,
2019

2020
2021
2022
2023
2024
Thereafter
Total lease payments
Less: interest

$

33
137
112
112
112
11
517
(65)

$

92
62
64
64
63
—
345
(14)

Total lease payments

$

452

$

331

Subsequent Event

On October 23, 2020, the Company filed a registration statement on Form S-1 (File No. 333-249639) with the SEC, as amended by Amendment No. 1 to Form
S-1 filed with the SEC on November 2, 2020, relating to a dividend of warrants to purchase shares of its common stock. Pursuant to the warrant dividend, each
holder of the Company's common stock will receive one warrant for each share of common stock owned and 5 warrants will entitle their holder to purchase one
share of the Company's common stock at an exercise
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price of $12.50. The warrants will be "European style warrants" and will only be exercisable on the earlier of (i) their expiration date, which will be the fifth
anniversary of their issuance, and (ii) such date that the 30-day volume weighted average price per share, or VWAP, of the Company's common stock is greater
than or equal to $17.50. On October 27, 2020 the Company’s board of directors declared a dividend of the warrants described abov e to holders of record of its
common stock as of November 9, 2020. The warrants are expected to be issued on or around November 16, 2020, and the Company intends for the warrants to
be listed and traded on the NYSE American under the symbol LGL WS on or around such date, subject to NYSE American approval.
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Item 2.

Management’s Discussion and Analysis of Financial Condition and Results of Operations.

The following discussion and analysis of the Company's financial condition and results of operations should be read in conjunction with the accompanying
unaudited condensed consolidated financial statements, the notes thereto and the other unaudited financial data included in this Quarterly Report on Form 10-Q.
The following discussion should also be read in conjunction with the audited consolidated financial statements and the notes thereto, and "Management's
Discussion and Analysis of Financial Condition and Results of Operations" included in the Company's Annual Report on Form 10-K for the year ended
December 31, 2019. The terms “we,” “us,” “our,” and the “Company” refer to The LGL Group, Inc. and unless otherwise defined herein, capitalized terms used
herein shall have the same meanings as set forth in our condensed consolidated financial statements and the notes thereto.
Forward-Looking Statements
Certain statements contained in this Quarterly Report on Form 10-Q of the Company and the Company's other communications and statements, other than
historical facts, may be considered forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended (the “Securities
Act”), and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). The Company intends for all such forward-looking statements
to be covered by the safe harbor provisions for forward-looking statements contained in Section 27A of the Securities Act and Section 21E of the Exchange Act,
as applicable by law. Such statements include, in particular, statements about the Company's beliefs, plans, objectives, goals, expectations, estimates,
projections and intentions. These statements are subject to significant risks and uncertainties and are subject to change based on various factors, many of which
are beyond the Company's control. The words "may," "could," "should," "would," "believe," "anticipate," "estimate," "expect," "intend," "plan," "target," "goal," and
similar expressions are intended to identify forward-looking statements. All forward-looking statements, by their nature, are subject to risks and uncertainties.
Therefore, such statements are not intended to be a guarantee of the Company's performance in future periods. The Company's actual future results may differ
materially from those set forth in the Company's forward-looking statements. For information concerning these factors and related matters, see "Risk Factors" in
Part I, Item 1A of our Annual Report on Form 10-K for the fiscal year ended December 31, 2019, filed with the SEC on March 30, 2020, this Quarterly Report on
Form 10-Q and our other filings with the SEC. However, other factors besides those referenced could adversely affect the Company's results, and you should
not consider any such list of factors to be a complete set of all potential risks or uncertainties. Any forward-looking statements made by the Company herein
speak as of the date of this Quarterly Report on Form 10-Q. The Company does not undertake to update any forward-looking statement, except as required by
law. As a result, you should not place undue reliance on these forward-looking statements.
OVERVIEW
The Company is a diversified holding company with subsidiaries engaged in the designing, manufacturing and marketing of highly-engineered, high reliability
frequency and spectrum control products used to control the frequency or timing of signals in electronic circuits, and in the design of high performance
Frequency and Time Reference Standards that form the basis for timing and synchronization in various applications. The Company’s primary markets are
aerospace and defense.
Results of Operations
Factors Which May Influence Results of Operations
We are not aware of any material trends or uncertainties, other than national economic conditions affecting our industry generally, that may reasonably be
expected to have a material impact, favorable or unfavorable, on our revenues or income other than those set forth below and those listed in Item 1A, Risk
Factors, of our Annual Report on Form 10-K for the year ended December 31, 2019 and this Quarterly Report on Form 10-Q. However, due to the COVID-19
pandemic in the U.S. and globally, our business and operations have been impacted and may be further impacted.
COVID-19
The global outbreak of COVID-19 was declared a pandemic by the World Health Organization and a national emergency by the U.S. government in March 2020
and has negatively impacted the U.S. and global economy, disrupted global supply chains, resulted in significant travel and transport restrictions, including
mandated closures and orders to “shelter-in-place,” and created significant disruption of the financial markets.
As a result of the COVID-19 pandemic, the Company’s operations in India were closed from March 23, 2020 and resumed limited operations on May 7, 2020
with a reduced level of staffing. By the end of June 2020, the Company’s India facilities were fully staffed and operating at normal capacity. Despite the second
quarter revenue decrease associated with the foregoing suspension of operations in India, the impact of the COVID-19 outbreak has not had a significant impact
on the Company. Our updated 2020 annual projection shows some decline, although also not significant. However, the ultimate effect on our future results could
be significant and will largely depend on future developments, which are highly uncertain and cannot be predicted, including new information which may emerge
concerning the severity of COVID-19, the success of actions taken to contain or treat COVID-19, and reactions by consumers, companies, governmental entities
and capital markets.
13

In accordance with the D epartment of Defense (“DoD”) guidance issued in March 2020 designating the Defense Industrial B ase as a critical infrastructure
workforce, our U.S. production facilities have continued to operate in support of essential products and services required to meet national security commitments
to the U.S. government and the U.S. military ; however, facilit y closures or work slowdowns or temporary stoppages have occurred and could occur in the future .
In addition, other countries have different practices and policies that can affect our international operations and the operations of our suppliers and customers. In
some cases, our facilities are not operating under full staffing as a result of COVID-19, which could have a longer-term impact. Customer visits and
representative training are being impacted by travel restrictions as a result of COVID-19, which could delay new design wins and future business with our
customers.
The Company has taken measures to protect the health and safety of our employees, work with our customers to minimize potential disruptions and support our
community in addressing the challenges posed by this global pandemic. The extent of the impact of the COVID-19 pandemic on our operational and financial
performance, including our ability to execute our contracts in the expected timeframe, will depend on future developments, including the duration and spread of
the pandemic and related actions taken by the U.S. government, state and local government officials, and international governments to prevent disease spread,
all of which are uncertain and cannot be predicted.
An extended period of global supply chain disruption caused by the response to COVID-19 could impact our ability to perform on our contracts. To date, we have
identified a number of suppliers that have potential delivery impacts due to COVID-19 and, if we are not able to implement alternatives or other mitigations,
contract deliveries could be adversely impacted.
Delays in inspection, acceptance and payment by our customers, many of whom are teleworking, could also affect our sales and cash flows. This is particularly
an issue with respect to classified work that is unable to be done remotely. Limitations on government operations can also impact regulatory approvals such as
export licenses that are needed for international sales and deliveries. In addition, we could experience delays in new contract starts or awards of future work as
well as the uncertain impact of contract modifications to respond to the national emergency. Government funding priorities may change as a result of the costs of
COVID-19. If significant portions of our workforce are unable to work effectively, including because of illness, quarantines, absenteeism, government actions,
facility closures, travel restrictions or other restrictions in connection with the COVID-19 pandemic, our operations will be impacted. We may be unable to
perform fully on our contracts and our costs may increase as a result of the COVID-19 outbreak. These cost increases, including costs for employees whose jobs
cannot be performed remotely, may not be fully recoverable under our contracts, or adequately covered by insurance. The impact of COVID-19 could worsen if
there is an extended duration of any COVID-19 outbreak or a resurgence of COVID-19 infection in affected regions after they have begun to experience
improvement.
The continued spread of COVID-19 has also led to disruption and volatility in the global capital markets, which depending on future developments could impact
our capital resources and liquidity in the future. COVID-19 has also caused volatility in the equity capital markets. We are monitoring the impacts of COVID-19
on the fair value of our assets. While we do not currently anticipate any material impairments on our assets as a result of COVID-19, future changes in
expectations for sales, earnings and cash flows related to intangible assets and goodwill below our current projections could cause these assets to be impaired.
While these are our current assumptions, this is an emerging situation and these could change, which could affect our outlook.
Backlog
As of September 30, 2020, our order backlog was $21,456,000, which is a decrease of 7.9% compared to the backlog of $23,285,000 as of September 30, 2019,
and 1.8% below the backlog of $21,857,000 at December 31, 2019. The decrease reflects the Company’s 2020 slower booking rate during the COVID-19
pandemic, particularly related to the avionics market, as well as higher year to date shipments despite the second quarter India operations shutdown. The
backlog of unfilled orders includes amounts based on signed contracts as well as agreed letters of intent which we have determined are firm orders likely to be
fulfilled in the next 12 months.
Order backlog is adjusted quarterly to reflect project cancellations, deferrals, revised project scope and cost, and sales of subsidiaries, if any. We expect to fill our
entire order backlog within the next twelve months but cannot provide assurances as to what portion of the order backlog will be fulfilled in a given year.
Equity Investment in Unconsolidated Subsidiary
In November 2019, we invested $3.35 million into LGL Systems Acquisition Holdings Company, LLC, a subsidiary that serves as the Sponsor of LGL Systems
Acquisition Corp (NYSE: DFNS), a special purpose acquisition company, commonly referred to as a “SPAC” or a blank check company, formed for the purpose
of effecting a business combination in the aerospace, defense and communications industries. Prior to a business combination, the Sponsor holds 100% of the
shares of Class B convertible common stock outstanding of DFNS (the “B shares”) along with 5,200,000 private warrants at a strike price of $11.50. The B
shares equal 20% of the outstanding common stock of the SPAC. Upon the successful completion of an acquisition, the proforma ownership of the new
company will vary depending on the business combination terms.
The Company is expected to own approximately a 43.57% interest in the Sponsor through its direct investment. Assuming the terms of the business
combination are identical in capital structure as that of DFNS, the Company anticipates its economic interest will include approximately 8.7% of the SPAC’s
proforma equity immediately following a successful business combination. There can be no assurances that this scenario and the resulting ownership will occur,
as changes may be made depending upon business combination terms.
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There is no assurance that the SPAC will be successful in completing a business combination or that any business combination will be successful. The
Company can lose its entire investment in the SPAC if a business combination is not completed within 24 months from the closing of the SPAC’s initial public
offering. If the SPAC does not complete a business combination within 24 months from the closing of the SPAC’s initial public offering, the proceeds from the
sale of the private warrants will be used to fund the redemption of the shares sold in the SPAC’s initial public offering (subject to the requirements of applicable
law), and the private warrants will expire worthless.
Three months ended September 30, 2020 compared to three months ended September 30, 2019
Consolidated Revenues and Gross Margin
Total revenues for the three months ended September 30, 2020 were $8,071,000, a decrease of $517,000, or 6.0%, from revenues of $8,588,000 for the three
months ended September 30, 2019. The revenue decline resulted from a $409,000 reduction in sales of purchased products, decreased crystal and oscillator
sales of $397,000 and decreased sales of time and frequency instruments of $159,000. These declines were partly offset by an increase in filter sales of
$448,000. The lower sales levels reflect the production interruption from the second quarter 2020 COVID-19 related shutdown of the Company’s India operations
and the lag in shipments as we resumed full operations.
Consolidated gross margin, which is consolidated revenues less manufacturing cost of sales as a percentage of revenues, decreased to 35.5% for the three
months ended September 30, 2020 from 41.2% for the three months ended September 30, 2019. The decrease reflects product mix changes and costs related
to the avionics production work slowdown.
Operating Income
Operating income of $709,000 for the three months ended September 30, 2020 declined $413,000 from operating income of $1,122,000 for the three months
ended September 30, 2019. This decline was primarily due to the decline in revenues and the reduction in gross margin noted above.
Other Income, Net
For the three months ended September 30, 2020, other income (expense), net was $155,000 compared to $82,000 for the three months ended September 30,
2019. These balances are primarily comprised of income from our investment portfolio.
Income Tax Expense (Benefit)
We recorded a tax expense (benefit) of $171,000 and ($3,326,000) for the three months ended September 30, 2020 and 2019, respectively. The expense is
based on an estimated annual effective rate across the jurisdictions in which we operate. The benefit in the quarter ended September 30, 2019 is primarily due
to release of substantially all of the valuation allowance of the Company’s U.S. deferred tax assets.
Net Income
Net income for the three months ended September 30, 2020 was $629,000, compared to $4,530,000 for the three months ended September 30, 2019. The
decrease was largely due to the 2019 tax benefit ($3.3 million). The remaining net income decline ($0.6) reflected the lower revenue, unfavorable product mix
and costs related to the avionics production slowdown. Diluted net income per share for the three months ended September 30, 2020 and 2019 was $0.12 and
$0.91, respectively.
Nine months ended September 30, 2020 compared to nine months ended September 30, 2019
Consolidated Revenues and Gross Margin
Total revenues for the nine months ended September 30, 2020 were $23,748,000, an increase of $690,000, or 3.0%, from revenues of $23,058,000 for the nine
months ended September 30, 2019. The revenue increase resulted from higher filter sales of $1,831,000 partly offset by decreased crystal and oscillator sales of
$530,000, a $406,000 reduction in sales of purchased products and decreased sales of time and frequency instruments of $205,000. Sales growth was slowed
by the production interruption from the second quarter 2020 COVID-19 related shutdown of the Company’s India operations and the lag in shipments as we
resumed full operations.
Consolidated gross margin, which is consolidated revenues less manufacturing cost of sales as a percentage of revenues, decreased to 34.0% for the nine
months ended September 30, 2020 from 39.4% for the nine months ended September 30, 2019. The decrease reflects product mix changes and costs related to
the avionics production work slowdown and the India operation shutdown during the second quarter of 2020.
Stock-Based Compensation
For the nine months ended September 30, 2020 and 2019, stock-based compensation expense was $104,000 and $17,000, respectively. Compensation
expense related to stock-based compensation is recognized over the applicable vesting periods.
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Operating Income
Operating income of $1,553,000 for the nine months ended September 30, 2020 declined $859,000 from operating income of $2,412,000 for the nine months
ended September 30, 2019. This decline was primarily due to the reduction in gross margin noted above.
Other Income, Net
For the nine months ended September 30, 2020, other income (expense), net was $3,000, compared to $352,000 for the nine months ended September 30,
2019. These balances are comprised of income from our investment portfolio partly offset by 2020 currency losses related to our India operations.
Income Tax Expense (Benefit)
We recorded a tax expense (benefit) of $282,000 and ($3,286,000) for the nine months ended September 30, 2020 and 2019, respectively. The tax expense is
based on an estimated effective annual rate across the jurisdictions in which we operate. The benefit in the nine months ended September 30, 2019 is primarily
due to our release of substantially all of the valuation allowance of the Company’s U.S. deferred tax assets.
Net Income
Net income for the nine months ended September 30, 2020 was $1,067,000 compared to $6,051,000 for the nine months ended September 30, 2019. The
decrease was largely due to the tax benefit in 2019 ($3.3 million). The remaining net income decline ($1.7 million) reflected the lower margin from unfavorable
product mix and cost impacts of the avionics production slowdown and second quarter India operations shutdown. Diluted net income per share for the nine
months ended September 30, 2020 and 2019 was $0.21 and $1.22, respectively.
Liquidity and Capital Resources
As of September 30, 2020 and December 31, 2019, cash and cash equivalents were $17,276,000 and $12,453,000, respectively. In the first quarter of 2020, we
raised approximately $3,254,000 as a result of sales of securities under our ATM Offering.
Cash provided by operating activities for the nine months ended September 30, 2020 and 2019 was $1,830,000 and $1,089,000, respectively. The $741,000
increase was primarily due to favorable changes in working capital accounts of $1,680,000 (including the impact of recent discontinuance of certain consignment
inventory offerings to our customers) and deferred taxes of $3,567,000 partly offset by the Company’s year-over-year decrease in net income of $4,984,000.
Cash used in investing activities for the nine months ended September 30, 2020 and 2019 was $329,000 and $5,826,000, respectively. The use of cash for the
nine months ended September 30, 2020 was due to $329,000 in capital expenditures. The use of cash for the nine months ended September 30, 2019 included
a $5,000,000 investment in marketable securities and capital expenditures of $826,000.
For the nine months ended September 30, 2020, the $3,322,000 of cash provided by financing activities represented $3,254,000 received by the Company from
the first quarter 2020 sale of securities under our ATM Offering and $68,000 of proceeds from the exercise of stock options. For the nine months ended
September 30, 2019, financing activities represented $390,000 received by the Company for the exercise of stock options.
As of September 30, 2020, our consolidated working capital was $29,564,000, compared to $24,586,000 as of December 31, 2019. As of September 30, 2020,
we had current assets of $33,264,000, current liabilities of $3,700,000 and a ratio of current assets to current liabilities of 8.99 to 1.00. As of December 31, 2019,
we had current assets of $28,910,000, current liabilities of $4,324,000 and a ratio of current assets to current liabilities of 6.69 to 1.00. Management continues to
focus on efficiently managing working capital requirements to match operating activity levels and will seek to deploy the Company’s working capital where it will
generate the greatest returns.
As more fully described in Note N, Revolving Credit Agreement, to the accompanying unaudited condensed consolidated financial statements in this Quarterly
Report on Form 10-Q, on May 12, 2020, MtronPTI and PTF, both operating subsidiaries of the Company, entered into a loan agreement for a revolving line of
credit with Synovus Bank for up to $3.5 million bearing interest at the London Inter-bank Offered Rate (LIBOR) 30-day rate plus 2.50%, with a floor of 0.50%. The
loan agreement has a maturity date of May 12, 2022 and contains certain financial covenants. Borrowings under the loan agreement are secured by all of the
property of MtronPTI and PTI. At September 30, 2020, the Company had no borrowings outstanding under its revolving line of credit with Synovus Bank.
We believe that existing cash and cash equivalents, marketable securities, cash generated from operations and availability under our revolving credit agreement
will provide sufficient liquidity to meet our ongoing working capital and capital expenditure requirements for the next 12 months from the date of this filing.
However, we are continuing to monitor the outbreak of COVID-19 and its impact on our customers and suppliers, as well as our industry as a whole. The
magnitude and duration of the pandemic and its impact on our operations and liquidity is uncertain as of the filing date of this Quarterly Report on Form 10-Q as
this continues to evolve globally.
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However, if the outbreak continues, such impacts could grow and become material. To the extent that our customers and suppliers continue to be impacted by
the COVID-19 outbreak, such impacts could materially disrupt our business operations.
Our board of directors has adhered to a practice of not paying cash dividends. This policy takes into account our long-term growth objectives, including our
anticipated investments for organic growth, potential technology acquisitions or other strategic ventures, and stockholders' desire for capital appreciation of their
holdings. No cash dividends have been paid to the Company's stockholders since January 30, 1989, and none are expected to be paid for the foreseeable
future.
Critical Accounting Policies
For a discussion of the Company’s critical accounting policies, see Item 7. Management’s Discussion and Analysis of Financial Condition and Results of
Operations in our Annual Report on Form 10-K for the year ended December 31, 2019.
Item 3.

Quantitative and Qualitati ve Disclosures About Market Risk.

Not applicable.
Item 4.

Controls and Procedures.

Evaluation of Disclosure Controls and Procedures
We maintain disclosure controls and procedures that are designed to ensure that information required to be disclosed in our reports under the Exchange Act is
recorded, processed, summarized and reported within the time periods specified in the rules and forms, and that such information is accumulated and
communicated to us, including our chief executive officer and chief financial officer, as appropriate, to allow timely decisions regarding required disclosure.
Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance
with the policies or procedures may deteriorate.
As required by Rules 13a-15(b) and 15d-15(b) of the Exchange Act, an evaluation as of September 30, 2020 was conducted under the supervision and with the
participation of our management, including our chief executive officer and chief financial officer, of the effectiveness of our disclosure controls and procedures
(as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act). Based on this evaluation, our chief executive officer and chief financial officer concluded
that our disclosure controls and procedures, as of September 30, 2020, were effective.
Changes in Internal Control Over Financial Reporting
There were no changes in the Company’s internal control over financial reporting during the quarter ended September 30, 2020 that have materially affected, or
are reasonably likely to materially affect, the Company’s internal control over financial reporting.
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PART II
OTHER INFORMATION
Item 1.

Legal Proceedings.

In the ordinary course of business, we may become subject to litigation or claims. We are not aware of any material pending legal proceedings, other than
ordinary routine litigation incidental to our business, to which we are a party or to which our properties are subject.
Item 1A.

Risk Factors.

There have been no significant changes to the Company’s risk factors from those previously reported in our Annual Report on Form 10-K for the year ended
December 31, 2019, other than as noted below.
Risks Related to Our Business
The ongoing effects of the COVID-19 pandemic and associated global economic disruption and uncertainty have affected, and may further affect, our
business, results of operations and financial condition.
As previously indicated in our Annual Report on Form 10-K for the year ended December 31, 2019, our results of operations are affected by certain economic
factors, including the closure of our facilities located in Noida, India on March 23, 2020. This facility resumed limited operations on May 7, 2020 and was in full
operation at the end of June 2020. The broader implications of the COVID-19 pandemic on our results of operations and overall financial performance remain
uncertain as well as the extent to which it will affect our revenues and earnings. Although we believe we have sufficient liquidity and capital resources to
effectively continue operations for the foreseeable future, continued deterioration of worldwide credit and financial markets may limit our ability to raise capital and
financing may not be available to us in sufficient amounts, on acceptable terms, or at all. If we are unable to access sufficient capital on acceptable terms, our
business could be adversely impacted.
In an effort to protect the health and safety of our employees, we implemented various measures to reduce the impact of COVID-19 across our organization,
while also working to maintain business continuity. Consistent with government guidelines and mandates, these initiatives included the adoption of social
distancing policies, work-at-home arrangements, and suspending employee travel. Currently, while a few of our administrative employees are working remotely
from home in an effort to reduce the spread of the virus, most of our employees are unable to work from home as we are primarily a manufacturer of products for
the defense and aerospace industries and our employees work must be performed within a controlled environment. A decline in the health and safety of our
employees, including key employees, or material disruptions to their ability to work either remotely or at one of our manufacturing facilities, could negatively affect
our ability to operate our business normally and have a material adverse impact on our results of operations or financial condition.
To the extent that the COVID-19 virus continues to spread and affect the employee base or operations of our materials providers, disruptions in or the inability to
provide materials to us could negatively impact our business operations.
Please see additional discussion in Part I, Item 2. “Management’s Discussion and Analysis of Financial Condition and Results of Operations.
Item 2.

Unregistered Sales of Equity Securities and Use of Proceeds.

On August 29, 2011, the Company’s board of directors authorized the Company to repurchase up to 100,000 shares of its common stock in accordance with
applicable securities laws. This authorization increased the total number of shares authorized and available for repurchase under the Company's existing share
repurchase program to 540,000 shares, at such times, amounts and prices as the Company shall deem appropriate. There is no expiration date for this program.
As of September 30, 2020, the Company has repurchased a total of 81,584 shares of common stock under this program at a cost of $580,000, which shares are
currently held in treasury; however, no shares were repurchased by the Company during the nine months ended September 30, 2020.
Item 6.

Exhibits.

The following exhibits are included, or incorporated by reference, in this Quarterly Report on Form 10-Q for the quarterly period ended September 30, 2020 (and
are numbered in accordance with Item 601 of Regulation S-K):
Exhibit No.

Description

3.1

Certificate of Incorporation of The LGL Group, Inc. (incorporated by reference to Exhibit 3.1 to the Company’s Current Report on Form 8-K filed
with the SEC on August 31, 2007).
The LGL Group, Inc. By-Laws (incorporated by reference to Exhibit 3.2 to the Company's Current Report on Form 8-K filed with the SEC on
August 31, 2007).

3.2
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3.3
3.4
3.5
31.1*
31.2*
32.1**
32.2**
101.INS*
101.SCH*
101.CAL*
101.DEF*
101.LAB*
101.PRE*
____________

The LGL Group, Inc. Amendment No. 1 to By-Laws (incorporated by reference to Exhibit 3.1 to the Company's Current Report on Form 8-K filed
with the SEC on June 17, 2014).
The LGL Group, Inc. Amendment No. 2 to By-Laws (incorporated by reference to Exhibit 3.1 to the Company's Current Report on Form 8-K filed
with the SEC on February 21, 2020).
The LGL Group, Inc. Amendment No. 3 to By-Laws (incorporated by reference to Exhibit 3.1 to the Company's Current Report on Form 8-K filed
with the SEC on February 26, 2020).
Certification of the Principal Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
Certification of the Principal Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
Certification of the Principal Executive Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
Certification of the Principal Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
XBRL Instance Document
XBRL Taxonomy Extension Schema Document
XBRL Taxonomy Extension Calculation Linkbase Document
XBRL Taxonomy Extension Definition Linkbase Document
XBRL Taxonomy Extension Label Linkbase Document
XBRL Taxonomy Extension Presentation Linkbase Document

* Filed herewith
** In accordance with Item 601(b)(32) of Regulation S-K, this Exhibit is not deemed "filed" for purposes of Section 18 of the Exchange Act or otherwise subject to
the liabilities of that section. Such certifications will not be deemed incorporated by reference into any filing under the Securities Act or the Exchange Act, except
to the extent that the registrant specifically incorporates it by reference.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.
THE LGL GROUP, INC.
Date: November 12, 2020

By:

/s/ Ivan Arteaga
Ivan Arteaga
President and Chief Executive Officer
(Principal Executive Officer)

Date: November 12, 2020

By:

/s/ James W. Tivy
James W. Tivy
Chief Financial Officer
(Principal Financial Officer)
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EXHIBIT 31.1
CERTIFICATION OF THE PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
I, Ivan Arteaga, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of The LGL Group, Inc. for the quarterly period ended September 30, 2020;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

5.

(a)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

(b)

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

(c)

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d)

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
(a)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b)

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

November 12, 2020

/s/ Ivan Arteaga
Name: Ivan Arteaga
Title:
President and Chief Executive Officer
(Principal Executive Officer)

EXHIBIT 31.2
CERTIFICATION OF THE PRINCIPAL FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
I, James W. Tivy, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of The LGL Group, Inc. for the quarterly period ended September 30, 2020;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

5.

(a)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

(b)

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

(c)

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d)

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
(a)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b)

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

November 12, 2020

/s/ James W. Tivy
Name: James W. Tivy
Title:
Chief Financial Officer
(Principal Financial Officer)

EXHIBIT 32.1
CERTIFICATION OF THE PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the quarterly report of The LGL Group, Inc. (the “Company”) on Form 10-Q for the quarterly period ended September 30, 2020, as filed
with the Securities and Exchange Commission on the date hereof (the “Report”), I, Ivan Arteaga, Principal Executive Officer of the Company, certify, pursuant to
18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to my knowledge:
1.

The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2.

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

November 12, 2020

/s/ Ivan Arteaga
Name: Ivan Arteaga
Title:
President and Chief Executive Officer
(Principal Executive Officer)

EXHIBIT 32.2
CERTIFICATION OF THE PRINCIPAL FINANCIAL OFFICER
PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the quarterly report of The LGL Group, Inc. (the “Company”) on Form 10-Q for the quarterly period ended September 30, 2020, as filed
with the Securities and Exchange Commission on the date hereof (the “Report”), I, James W. Tivy, Principal Financial Officer of the Company, certify, pursuant
to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to my knowledge:
1.

The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2.

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

November 12, 2020

/s/ James W. Tivy
Name: James W. Tivy
Title:
Chief Financial Officer
(Principal Financial Officer)

