Company Overview

SEC Filings

P& F Industries, Inc. Investor Relations
Stockholder Information
Contact Us
Home

PRESS RELEASES | CONFERENCE CALLS | ANNUAL REFORTS

Investor Relations
Press Releases

PAF Industries, Inc.
Joseph A. Nolino, Jr.
Chief Operating Officer
31.694.9300

v pina.com

P&F INDUSTRIES, INC. REPORTS RESULTS FOR THE YEAR ENDED DECEMBER 31, 2019

MELVILLE, N.Y., March 30, 2020 - P&F Industries, Inc. (NASDAQ: PFIN) teday announced its results from operations for the year ended December
31,2019, The Company is reporting net revenue of 558,674,000, compared to §64,995,000 reported in 2018. Additionally, the Company is reporting
2019 income before income taxes of $6,708,000, compared to §1,109,000 in 2018. Included in the current years income before income before tayes
is & §7,817,000 gain realized during the second quarter from the sale of the Companys Jupiter, Florida facility. After giving effect to income taxes, the
Company is reporting 2019 net income of 4,911,000, compared to $856,000 for 2018.

Richard Horowitz, the Companys Chairman of the Board, Chief Executive Ofiicer and President commented, The net decline in our revenue was due.
primarily 1o an approximate 55.7 million decline in our retail revenue, much of which was due to shipments to The Home Depot of pneumatic air tools
and accessories in the third quarter of 2018 of approximately $3.6 million, with no similar order in 2019. This $3.6 million roll-out represented the:
establishment of the initial inventory levels at both The Home Depot stores and their distribution centers, for a then newly refreshed, retail tool line
Also, when comparing 2019 fo 2018, eur aerospace revenue declined approximately §1.7 million due primarily to reduced orders from Boeings
Issues with their 737 MAX aircraft. Hy-Techs 2019 total revenue increased slightly mere than $1.0 million, partially offsetting the above-mentioned
declines. Hy-Techs improvement was driven by stronger OEM revenue, partially offset by a decline in ATP tools revenue, which was driven by a
reduction in its oil and gas markets. Our 2019 consolidated gress margin was ihe same as that in 2013.

Mr. Horowitz added, As was previously disclosed, in June of this year, we sold Flerida Pneumatics facility located in Jupiter, Florida. This transaction,
after fees and expenses, provided us with nearly 58,750,000 in cash. and generaled a pre-tax gain of more than §7,800,000.

Mr. Horowitz continued, In late October 2019, we completed the acquisition of two gear that specialize in the and
distribution of custom gears. We believe this transaction provides new expertise and should improve Hy-Techs sales and profits going forward. We
believe this acquisition will allow us to expand info more complex spiral bevel and siraight bevel gear design and manufacturing, and be able to better
address a broader range of industries for highly engineered gearing, design consulting and reverse engineering. As a result of this new capability and
capacity, we believe we can increase opportunities in our Engineered Solutions area as we will be able to quote on a wider variety of pneumatic
motorfgear systems.

Mr. Horowitz concluded his remarks by adding, \While the COVID-19 pandemic has impacted our ability to source certain of our products, particulary
with respect to factories that we utiize located in China and ltaly, we do not belisve this alone is likely to have a material negative impact on our
results for the foreseeable future. However, we believe the impact of the virus on the global economy, particularty within the U.S., is likely to have a
material impact on our results for the next several months . Furthermore, many LS. states and the UK have ordered certain types of businesses to
stop physical operations to contend with the impact of this pandemic. While we believe that we are currently able to continue our operations at each
of our operating locations, this could change at any time in the future. We are closely monitoring the situation and taking actions to protect the safety
of our employees and communities. For example, we have restricted intemational and domestic travel, taken a variety of steps to ensure social
distancing in our facillies, including working remotely where possible, and have increased our cleaning and sanitizing procedures in our facilties,
amang other things. We continue to follow guidance from public health officials and government agencies. | want to recognize the incredible wark our
1eams have done to navigate through the crisis in these unprecedented fimes

The Company will be reporting the following.
REVENUE

The tables set forth below provide an analysis of our revenue for the years ended December 31, 2019 and 2018.

Consolidated
Year Ended December 31.
2019 2018 Increase (decrease)
Percent of Percent of
Revenue revenue Revenue revenue s

Florida Pneumatic 43,357,000 739% § 50,720,000 78.0% $ (7,363,000)
Hy-Tech 15.317.000 26.1 14.275.000 20 042,

Total 5 58,674,000 100.0% $_ 64,995,000 100.0% $_(6,321,000)

Florida Pneumatic

During the third quarter of 2018, Florida Pneumatic commenced the shipment to The Home Depot (THD) of an improved line of pneumatic tools,
which replaced much of THDs previous product offering. Gross margin for the new product line is projected to be approximately 2% less than recent
historic levels. Further, in an efort to assist THD in promoting the roll out, Florida Pneumatic agreed to contribute approximately $1,088,000 to THD.
This contribution is being ratably amortized over a four-year peried commencing August 2018 and will be tested for impairment during said period.

Florida Pneumatic markets its air tool products to four primary sectors within the pneumatic tool market; Retail, Automotive, Industrial and the
Aerospace market. It also generales revenue from its Berkley products line, as well as a line of aif fiters and other OEM parts (Other).

Year Ended December 31.

2019 2018 Increase (decrease)
Percent of Percent of

Revenue revenue Revenue revenue s %
Automotive S 14,800,000 341% S 14,430,000 285% S 370000 26 %
Retail customers 12,467,000 2838 18,234,000 359 (5,767,000) (31.6)
Acrospace 10,513,000 242 12,244,000 241 (1,731,000) a41)
Industrial 4,969,000 s 5,151,000 10.2 (182,000) (3.5)
Other 608,000 14 661,000 13 (53.000) (8.0)
Total § 43,357,000 100.0% §_50,720,000 100.0% S __(7,363.000) (145) %

The most significant component to the decline in Florida Pneumatics full-year 2019 revenue, compared to the full-year 2018 was lower sales to THD.
It should be noted that during the third quarter of 2018, Florida Pneumatic shipped approximately $3.6 million of a then new, refreshed line of
pheumatic tools and accessories to THD, whereas during 2019 there were no similar special o promotional orders. Additionally, we believe the
reduction in our Resil revenue was partially due fo THD being in an overstocked position at the end of 2018, which caused a reduction in orders
during the early part of 2019, The deciine in year-over-year Aerospace revenue was due primarily to significant orders being shipped to a customer in
the first quarter of 2018 not repeating in 2019, and to a lesser degree, the decision by Boeing to reduce/suspend production of its 737 Max aircraft.
When comparing 2018 Industrial revenue to that generated in 2018, the decline was due primarily to overall sluggishness in the sector and reduced
orders from certain customers that service the aircraft industry that have been negatively affected by the reduction in production by Boeing of civilian
aircraft. Automotive revenue for the year 2019 improved comparad to full year revenue in 2018 primarily due 1o the launch of a new line of tools. This
new line features enhanced vibration reduction fechnology and longer lite of the infernal mechanism. The reduction in revenue from our Other
product lines was due to in part to Florida Pneumatics decision to adjust its focus away from its smaller lines to more profitable product lines,

Hy-Tech

Hy-Tech designs, manufactures and sells a wide range of industrial products under the brands ATP and ATSCO which are categorized as ATP for
reporting purposes. Products manufactured for other companies under their brands are included in the OEM category in the fable below. NUMATX,
‘Thaxton and other peripheral product lines, such as general machining and gears, are reported as Other below’

Year Ended December 31
2019 2018 Increase (decrease)
Percent of Percent of
Revenue revenue Revenue revenue s %
OEM $ 7,321,000 47T8% § 5,447,000 382% § 1,874,000 344%
ATP 6,290,000 411 7,253,000 508 (963,000) 133)
Other 1,706,000 1.1 1,575,000 1.0 131,000 83
Total $_ 15,317,000 1000% § 14,275,000 1000% § 00 73%

Hy-Techs revenue overall increased in 2019, compared to 2018 by 7.3%. The 34.4% net increase in Hy-Techs OEM revenue was driven primarily by
Hy-Techs Engineered Solutions products offering, which is designed to exploit Hy-Techs expertise in engineering and manufacturing and enable it io
pursue attemate, non-traditional markets and develop different applications for its tools, motors and related accessories. We believe the development
of the Engineered Solutions offering will continue to provide Hy-Tech an opportunity to generate additional sources of revenue in the future. Hy-Tech
continues to see a decline in the marketplace for pneumaic tools and replacement parts, the primary factor for the 13 3% decline in ATP revenue
Historically, a major component of Hy-Techs revenue was derived from the oil and gas sector, which weakened in the second half of 2019. As a
result, it intends to emphasize its Engineered Solutions product offering, and other newer technologies. As such, it is likely that Hy-Tech may
encounter reduced ATP revenue in the future. Lastly, it Delieves the acauisition in October 2019 of the operating assets of Blaz-Man Gear, Inc. and
Gear Products & Manufacturing, Inc. (the Gears Acquisition) should contribute strong gross margin gear related revenue in 2020

GROSS MARGIN



Year knaea vecemper 31, Increase (aecrease)

2019 2018 Amount Y.
Florida Pneumatic § 17058000 S 18554000 S (1496.000) ®1)%
As percent of respective revenue 39.3% 36.6% 2.7 %pis
Hy-Tech $ 3900000 S 4633000 S (733.000) 158)%
As percent of respective revenue 25.5% 3235% (7.00% pis
Total Tools $ 20958000 § 23,187,000 S (2,229.000) ©06)%
As percent of respective revenue 35.7% 357% 0.0 %pts

The improvement in gross margin at Florida Preumatic in 2019, compared to the prior year, was due primarily to a) its decision to greatly reduce
AIRCAT promotional programs in 2019 that were offered during much of 2013, b) during 2019, Jifly was able to phase in various price increases, ¢)
Jiffy improved its manufacturing efliciencies, d) overall Florida Pneumatic strengthened its product / customer mix, and e) a large reduction in sales to
our low margin retail customer compared to 2018,

The 7.0 percentage point decline in Hy-Teens 2019 gross margin was due to a number of factors: a) unusually high overhead and manufacturing
costs incurred during the three-monih period ended March 31, 2019, in areas such as repairs and maintenance and sample costs; b) under
absorption of manufacturing overhead, a significant portion occurring in the first quarter of 2019, primarity due to an enterprise-wide information
technologies system conversion during the first quarter, which caused the facilty to halt production for several days, ¢) increased charges in obsolete
and slow-moving inventory, d) weaker gross margin mix of flems sold in 2019, compared to those sold in 2018; and e) increased material and labor
costs. In an effort to improve its gross margin in 2020, Hy-Tech infends to increase the selling price of several high-volume ftems, source less
expensive parts imported from overseas and expand a cost reduction program that was put in place in late 2019

SELLING, GENERAL AND ADI

STRATIVE EXPENSES

Selling, general and administrative expenses (SG&A) include salaries and related costs, commissions, travel, administrative facilties,
communications costs and promotional expenses for our direct sales and marketing staff, administrative and executive salaries and related benefits,
legal, accounting and other professional fees as well as general corporate overhead and certain engineering expenses.

Our SG&A during 2019 was 521,869,000, compared to §21.705,000 in 2018. Significant components to the net increase include: a) professional fees
and services increased 5392,000, due primarily to costs and expenses incurred in connection with the Gears Acquisition in October 2019; b)
governance costs increased $133,000, due primarily from additional costs incurred in 2019 in connection with an expanded examination of our
intemal conrals; ) non-cash impairment charges during 2019 of approximately $99,000 related to a reduction of our Right-oF-Use asset, which
resulted from a decision by Hy-Tech to vacate & facillty in Punsisutawney, PA prior to the lease expiration and an adjustment to the fair value of certain
machinery and equipment of approximately $95,000. The above increases were partially offset by a) a decrease of $221,000 in compensation
expenses, which is comprised of base salaries and wages, accrued performance-based bonus incentives and associated payroll taxes and employee
benefts; b) a decrease of $189,000 in vanable expenses, due primarly to lower Retail revenue. Variable expenses include such expenses as,
commissions, freight out, adverfising and promotion expenses and fravel and entertainment, c) 2019 stock-based compensation deciined $91,000,
compared to ine amount in the prior year, and d) restricted stock expense increased $9.000.

OTHER EXPENSE - NET

During 2018 we adjusted the fair value of the contingent consideration obligation to the Jiffy Seller by $150,000.

GAIN ON SALE OF REAL PROPERTY

Effective June 18, 2019, Florida Pneumatic completed the sale of real property located in Jupiter, Florida in which it conducts its principal operations.
This facility was purchased by an unrelated third party for purchase price of §9.2 million. After broker fees and other expenses relating to the sale, we

received approximately 58.7 million and recorded a gain as a result of this sale of real property of approximately $7.8 milfon

INTERE ST EXPENSE - NET

Year Ended December 31,

Interest expense — net attributable to: 2009
Short-term borrowings s 167,000
Term loans, including Capital Expenditure Term Loans 9,000
Amortization expense of debt issuc costs 22,000
Interest income -
Total

The increase on short-term borrowing interest expense was due to higher average borrowings during 2019, compared fo the average short-term
borrowing in the prior year. Term Loan interest decined as the resuit of paying off the loan in its entirely in 2019. We and our bank amended the
Credit Agreement in February 2019. The debt issue costs associated with sueh are y lower than the with the
expiring Credit Agreement. As such, the amortization of debt issue costs during 2019 declined compared to the prior year.

INCOME TAX EXPENSE

‘The provision for income taxes in 2019 was $1,797,000, compared to $253,000, in 2018. Significant factors impacting 2019s net effective tax rate of
26.8%, were non-deductible permanent differences and state and local taxes. The net effective tax rate for 2018 was 22 8%.

On December 22, 2017, the Tax Cuts and Jobs Act (the Act) was enacted. Among other things this Act reduced the U.S. federal corporate income tax
rate from 35% to 219%, required companies to pay & one-time transition tax on eamings of certain foreign subsidiaries that were previously eferred
created new provisions related to foreign sourced eamings, eliminated the domestic manufacturing deduction and moved to a hybrid territorial
system. In accordance with the Securities and Exchange Commissions Staff Accounting Bulletin 118, income tax effects of the Act were refined upon
obtaining, preparing, and analyzing additional information during the measurement period. At December 31, 2018, the Gompany had completed its
accounting for the tax effects of the Act

UIDITY AND CAPITAL RESOI

ES

We monitor such metrics as days sales outstanding, inventory requirements, accounts payable and capital expendilures to project liquidty needs, as
well as evaluate return on assets. Our primary sources of funds are operating cash flows and our Revolver Loan (Revolver) with our bank.

We gauge our liquidity and financial stability by various measurements, some of which are shown in the following table:

December 31,

2019 2018
Working capital § 22115000 $ _22323.000
Current ratio 292101 326101
Sharcholders’ equity § 46,506,000 $ 45,535,000

Creai facility
The average balance of short-term borrowings during the years ended December 31, 201 and 2018, were $4,253,000 and $3,113,000, respectively.

We believe that Should a need arise wherby the current credit facility is insufficient; we can borrow additional amounts against our real property or
other assets.

Sale of Real Propenty

Effective June 18, 2019 (the Jupiter Closing Date), Fiorida Pneumatic completed the sale of real property located in Jupiter, Florida in which it
conducts its principal operations (the Jupiter Facility). The Jupiter Facility was purchased by an unrelated third party for purchase price of §9.2
million. After broker fees and other expenses relating to the sale, the Company received approximately §2.7 million.

Cash Flows

At December 31, 2019, cash used in operating activities for the year was $2.514,000, compared to cash provided by operating activities for the year
ended December 31, 2018 of 52,966,000. At December 31, 2018, our cash balance was $380,000, compared to $989,000 at December 31, 2018.
Cash at our UAT subsidiary at December 31, 2019 and 2018 was $25,000 and $227,000, respectively. We operale under the terms and conditions of
the Credit Agreement. As & result, all domestic cash receipts are remitted to Capital One lockboxes.

Our total debt to fotal book capitalization (total debt divided by total debt plus equity) at December 31, 2019 was 10.8%, compared to 5.3% at
December 31, 2018. We anticipate being able to generate cash from operations during 2020

Capital spending during the year ended December 31, 2019 was $1,524,000, compared to §1,873,000 in 2015, Capital expenditures currently
planned for 2020 are approximately §1,300,000, which we expect will be financed through the Credit Facility. The major portion of these planned
capital expenditures will be for new metal cutting equipment, tooling and information technology hardware and software

In October 2019, we completed the Gears Acquisition for approximately 3.5 million, which was funded from Revolver borrowings.

During 2019 our Board of Directors approved the payment of dividends of 0.05 per common share to he sharenolders of record in March 2019, May
2019, August 2019, and November 2019. During 2018, our Board of Directors voted to approve the payment of four quarterly ividends. As such, in
February 2018, May 2018, August 2018, and November 2018, the Company paid a $0.05 per share dividend to the shareholders of record. The
apgregate of such dividend payments was approximately $632,000 and $723,000 for the year ended December 31, 2019 and 2018, respestively. Our
Board of Directors expects to maintain this dividend policy; however, the future declaration of dividends under this policy is dependent upon several
factors, which includes such things as our overall financial condition, resulls of operations, capital requirements and other factors our board may
deem relevant

On February 14, 2019, the Company entered into an agreement to repurchase 389,909 shares of its Common Stock from certain funds and accounts
advised or sub-advised by Fidelity Management & Research Company or one of its afiiates in a privately negotiated transaction at approximately
§7.62 per share for a lotal purchase price of §2,871,000. The agreed upon purchase price per share of §7.62 was computed as the value equal to
97% of the volume weighted average price of the Companys common stock for the 20 trading days ended on February 7, 2019. On February 15,
2019, the Company completed this transaction. On February 14, 2019, the Company entered into Amendment No. 6 to the Second Amended and
Restated Loan and Security Agresment with Capital One, which permitted the Gompany to complete the above fransaction

On September 12, 2018, following the expiratien of a prior repurchase program, our Board of Directors authorized us to repurchase up to 100,000
additional shares of our Common Stock (the 2018 Repurchase Program) from ime to fime over ihe next 12 months through a 10b5-1 trading plan
and potentially through open market purchases, privately-negotiated transactions, or otherwise in compliance with Rule 10b-13 under the Securities
Exchange Act of 1934. On September 14, 2018, we announced that, pursuant to the 2018 Repurchase Program, we adopted a written trading plan in



accordance with the guidelines specified under Rule 10b5-1 under the Securities Exchange Act of 1934. Repurchases made under the plan, that
commenced on September 17, 2018, were subject to tne SECs regulations, as well as certain price, market, volume, and fiming constraints speciied
in the plan. Under the 2018 Repurchase Program, we repurchased 100,000 shares of its Common Stock, 66,602 during 2019 and 33,398 during
2018, at an aggregate cost of approximately $547,000 and $272,000, respectively.

Included in the change in Other current fiabilties was the payment of 61,000,000, the centingent consideration, payable to the seller of Jify

At December 31, 2019, we had 54,871,000 of open purchase order commitments, compared to $6,700,000 at December 31, 2015,

Customer concentration

At December 31, 2019, THD accounted for 20.7% of our consolidated revenue, compared to 26.5% of 20185 revenue. Further, accounts receivable
at December 31, 2019 and 2018 from THD were 27 2% and 32.6%, respectively. There was no other customer that accounted for more than 10% of

revenue or accountis receivable in 2019 or 2012,

ABOUT P&F INDUSTRIES, INC.

P&F Industries, Inc., through its wholly owned subsi is a leading and importer of air-powered 00ls and sold
principally to the aerospace, industrial, automofive and retail markets. P&Fs products are sold under its own trademarks, as well as under the private
Iabels of major manufacturers and retailers.

OTHER INFORMATION

P&F Industries Inc. has scheduled a conference call for March 30, 2020, at 11:00 A.M., Eastern Time, to discuss its full year 2019 resuts and
financial condition. Investors and other interested parties who wish to listen to or participate can dial 1-856-337-5532. It is suggested you call at least
10 minutes prior to the call commencement. For those Who cannot listen to the live broadeast. a repiay of the call will also be available on the
Companys website beginning on or about March 31, 2020.

FORWARD LOOKING STATEMENTS

The Frivate Securities Litigation Reform Act of 1995 (ine Reform Act) provides a safe harbor for forward-looking staiements made by or on behalf of
P&F Industries, Inc. and subsidiaries (P&F, or the Company). P&F and its representatives may, from time to time, make written or verbal forward-
looking statements, including statements contained in the Companys fiings with the Securities and Exchange Commission and in its reports fo
shareholders. Generally, the inclusion of the words believe, expect, intend, estimate, anticipate, will, may, would, could, should and their opposites
and similar expressions identiy statements that constitute forward-looking statements within the meaning of Section 27A of the Securities Act of 1933
and Section 21E of the Securities Exchange Act of 1934 and that are intended to come within the safe harbor protection provided by those sections
Any forward-looking statements contained herein, including those related to the Companys future performance, are based upon the Companys
historical performance and on current plans, estimates and expectations. All forwarc-looking statements involve risks and unceriainties. These risks
and uncertainties could cause the Companys actual results for al or part the 2020 fiscal year and beyond to differ materially from those expresse
any forward-leoking statement made by or en bealf of the Company for a number of reasons including, but nat limited to:

Risks associated with health crises including epidemics and pandemics;
Exposure to fluctuations in energy prices;

DeDt and debi service requirements

Borrowing and compliance with covenants under our credit facility;
Disruption in the global capital and credit markets;

The strength of the retail economy in the United States and abroad;
Risks associated with sourcing from overseas;

Importation delays;

Risks associaled with Brexit,

Customer concentration;

‘Adverse changes in cumrency exchange rates;

Impairment of long-iived assets and goodwill

Unforeseen inventory adjustments or changes in purchasing patiems;
Market acceptance of preducts:

Competition:

Price reductions:

Interest rates;

Litigation and insurance;

Retention of key personnel;

Acquisition of businesses;

Regulatory environment:

The threat of terrorism and related political instability and economic uncertainty, and
Information technology system failures and attacks,

and those other risks and uncertainties described in the Companys most recent Annual Report on Form 10-K, its Quarterly Reports on Form 10-Q,
and its other reports and statements filed by the Company with the Securities and Exchange Commission. Forward-looking statements speak anly as
of the date on which they are made. The Company undertakes no obiigation to update publicly or revise any forward-looking statement, whether as a
result of new information, future developments or otherwise. The Company cautions you against refying on any of these forward-looking statements.
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