
INVESTMENT DATA: The global credit crisis and financial turmoil in recent months
have caused the stock market to go into a tailspin and decimated the
market price of many small-cap stocks, creating tremendous buying
opportunities for investors with intermediate- to long-term time hori-
zons. We believe that RELM Wireless Corporation (“RELM”, “RWC”
or “the Company”) represents such an opportunity. The share price
of this debt-free company has declined 43% since our previous Re-
search Profile was published in September 2008. The stock is
currently selling at a 60% discount to book value and for 58% of net
working capital, while the Company’s total “market cap” is equivalent
to only 53% of trailing 12-month revenues. Although RELM was un-
profitable during the first nine months of 2008 (third quarter was
profitable), we believe the Company is well-positioned to increase
its sales and earnings significantly over the next several years as it
leverages the potential of its latest-generation products to signifi-
cantly increase its “addressable share” of the $5 billion land mobile
radio (“LMR”) market. A 60-year-old company that designs, manu-
factures and markets high quality two-way radio communications
equipment, RELM has the potential to address large market oppor-
tunities as federal, state and local government and public safety
agencies (1) migrate from analog to digital technology, (2) seek to
comply with post-9/11 federal government initiatives for communica-
tions interoperability among first responders and other agencies,
and (3) try to cope with tight budgets in a weak economic environ-
ment. As one of the most cost-effective manufacturers, we believe
RELM enjoys the highest gross profit margins in the LMR industry.
With a strong balance sheet and prospects for improving sales and
profitability as new product lines gain traction in the market, the
Company should attract the attention of an expanding investor audi-
ence in 2009, and we believe RWC shares have the potential to
significantly outperform the overall stock market over the next 12-18
months.

RJ FALKNER & COMPANY, INC. is an independent research firm which publishes research reports with respect to the securities of its clients. The information contained herein is based upon sources which we consider reliable but is not guaranteed by us, nor does
this report represent a solicitation to buy or sell the securities discussed herein. The information contained herein is subject to change without notice, and we assume no responsibility to update the information in this report. Additional information is available upon
request. Any sales and/or earnings forecasts included herein were independently prepared by RJ FALKNER & COMPANY, INC. unless otherwise stated, and are not endorsed by the management of the company which is the subject of this report. Use of this report
may be subject to the applicable rules of certain self-regulatory organizations and securities mentioned herein which are traded over-the-counter may not be cleared for sale in certain states. RJ FALKNER & COMPANY, INC. and/or its employees, officers, affiliates
or members of their families may have long or short positions in the securities discussed in the research reports (and/or options or warrants relating thereto) and may purchase and/or sell the securities or options/warrants from time to time in the open market or
otherwise. RJ FALKNER & COMPANY, INC. derives its compensation from the provision of research reports and investor relations consulting services. RJ FALKNER & COMPANY, INC. receives a cash retainer of $5,000 per month from RELM WIRELESS
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PROFILE

Traded ...... American Stock Exchange Symbol .......................................... “RWC”
Recent Price .............................. $0.80 52-Week High: ................................ $3.29
Fiscal Year Ends .................... Dec. 31 Low: ............................. ....$0.42

Shares Outstanding ......... 13,410,871 Beneficial Insider Ownership ........... 19%
Est. Float (shs.) ................ 12,000,000 Institutional Ownership .................... 19%
Total Mkt. Value .................. $10.7 Mil. Avg. Daily Volume (shs.) ...............46,000

Net Working Cap/Sh. ................ $1.38 Diluted Earnings (Loss) Per Share:
Price/Net Working Cap. .............. 0.6X 12 Mos Ended 9/30/08 ............. ($0.14)
Book Value Per Sh. ................... $1.98 Rev. 12 Mos. Ended 9/30/08... $20.2 Mil.
Price/Book Value ........................ 0.4X Price//TTM Revenues ..................... 0.5X

CONDENSED BALANCE SHEET (Unaudited)*
September 30, 2008

($000)

Current Assets ....................... $22,000* Current Liabilities ............... $3,460

Property & Equip., net ............... 1,432

Deferred Tax Assets ................. 5,359

Software & Other Assets ........... 1,245 Shareholders’ Equity ......... 26,576

TOTAL .................................. $30,036 TOTAL ............................. $30,036

* Includes $4.9 million in cash and cash equivalents.
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INVESTMENT HIGHLIGHTS

� We believe RELM Wireless is posi-

t ioned to capital ize upon a large

market opportunity due to the ongo-

ing migration from analog to digital

technology in the $5 billion North

American land mobile radio (“LMR”)

market. Digital radios generate signif-

icantly higher gross profit margins

than analog products.

� During recent months, the Company

has begun introducing its next-gener-

ation KNG series of feature-rich,

high-performance, price-competitive,

small digital radios that are compliant

with the APCO Project 25 (P25) stan-

dard. The new KNG radio series will

significantly expand the number of

federal, state, tribal, and local govern-

ment agencies (e.g., Department of

Homeland Security, Department of

Defense, forestry, police, fire, EMS)

that RELM can target wi th i ts

products.

� RELM Wireless, which currently com-

mands less than a 1% share of the $5

bi l l ion LMR market , produces

high-performance radios that are

priced significantly below the product

prices of the industry leader. This

should provide compelling value to

government agencies operating

under tight budget restrictions during

the current recessionary economic

environment.

� While RELM accomplished a dramatic

earnings turnaround during the first

half of the current decade, profitability

has suffered during the past couple of

years due to (1) reduced government

agency spending on radios and other

equipment, and (2) costs associated

with the development of a new line of

P25-compliant products. We believe

unanticipated delays in the introduc-

tion of RELM’s new products also had

a negative impact on new orders dur-

ing the first nine months of 2008. The

Company recently introduced the first

VHF and UHF products in its new BK

Radio high-performance KNG series

of P25 digital radios, with 700/800 MHZ

radios, trunking capabilities and sup-

porting products to follow in the next

few months. These new products

should significantly expand RELM’s

“addressable” share of the LMR

market.

� With a debt-free balance sheet and

over $4.9 million of cash in the bank

(as of 9/30/08), we believe RELM

should have little problem financing

its strategic growth initiatives for the

foreseeable future.

� The Company has significantly re-

duced corporate overhead and other

expenses in recent months, thereby

lowering its annualized “breakeven”

revenue level to an estimated $20 mil-

lion. RELM returned to profitability

(after three consecutive unprofitable

quarters) in the three months ended

9/30/08, when net income approxi-

mated $337,000 ($0.02 per share) on

net sales of $5.8 million.

� Insider buying of RWC shares has in-

creased significantly in recent weeks.

During the September-November

2008 period, at least five officers

and/or directors purchased stock in

the open market, at prices ranging

from $0.50 to $1.35 per share.

� At their recent price of $0.80 on the

American Stock Exchange, RWC

shares are selling 93% below their

2006 high of $11.40. The current

price-to-book-value multiple approxi-

mates 0.4X, the Company’s “market

cap” of $10.7 million is equivalent to

only 53% of trailing-twelve-month rev-

enues, and the stock is currently

selling for only 58% of net working

capital. Pummeled by the worst bear

market in small-cap stocks in the past

half-century, we believe RWC’s cur-

rent share price presents a very

attractive opportunity for investors

with a 12-18 month time horizon.

� During the four years ended 12/31/07,

RELM generated EBITDA margins av-

eraging 16.2% of sales, wi thout

leveraging its balance sheet at all. The

Company earned $0.24 per diluted

share in 2006 and $0.13 in 2007. Al-

though RWC will be unprofitable in

2008, it would not appear unrealistic

to assume that EPS could recover to

$0.20-$0.30 (annualized) within the

next 12-24 months as new products

gain traction in the marketplace. If

such operating performance is real-

ized, a multiple of 12X earnings or 1.5X

book value would support a stock

price 200% or more above current

levels.

COMPANY BACKGROUND

RELM Wireless Corporation, which is

traded on the American Stock Exchange

under the symbol “RWC” and headquar-

tered in West Melbourne, Florida, has been

in business for more than 60 years. RELM is

one of many companies in the Land Mo-

bi le Radio (LMR) industry, which

represents a $5 billion market in North

America. The Company designs, manufac-

tu res , and markets wi re less

communications products consisting of



two-way land mobile radios, repeaters,

base stations, and related components and

subsystems.

Two-way land mobile radios can be

units that are hand-held (portable) or in-

stalled in vehicles (mobile). Repeaters

expand the range of two-way land mobile ra-

dios, enabling them to operate over a wider

area. Base station components and subsys-

tems are installed at radio transmitter sites

to improve performance by enhancing the

signal and reducing or eliminating signal in-

terference and enabling the use of one

antenna for both t ransmiss ion and

reception.

RELM employs both analog and digital

technologies in its products. Its digital

technology is compliant with the Project

25 standard of the Association of Public

Communications Officials (APCO Pro-

ject 25 or P25) and meets the

requirements of the Department of

Homeland Security, Department of De-

fense and other federa l agency

directives requiring interoperability of

communications among first respond-

ers, law enforcement, and other public

safety agencies.

The Company offers products under

three brand names:

BK Radio products cons is t o f

high-specification land-mobile radio equip-

ment that is used by professional radio

operators, primarily in government and pub-

lic safety applications. The BK Radio line

has the most extensive features/capabilities

and includes the Company’s P25-compliant

digi tal products. During the past few

months, the first two products in the Com-

pany’s new line of high performance,

feature-rich BK Radio KNG P25 digital ra-

dios have been released for sale. We

believe this new product line will expand

the Company’s annual “addressable

market” by as much as $3 billion by

opening the door to major metropolitan

law enforcement agencies, large fire de-

partments, and an expanding number of

federal government agencies and mili-

tary departments.

RELM-branded products provide basic,

inexpensive, yet feature-rich and reliable

two-way communications for commercial

and industrial users, such as hotels, con-

s t ruc t ion f i rms, schoo ls , and

taxicab/limousine companies. Typical users

are not radio professionals and require

easy, fast, inexpensive communication

among a defined group of users.

RELM/BK products are pro fes-

sional-grade in performance and durability

with a wide range of features in small pack-

ages at affordable prices. These products

provide an effective migration path from the

Company’s RELM-branded products to its

highest-specification BK Radio products.

This broad line of products provides su-

perior value and performance to a wide

array of customers with demanding require-

ments, including emergency (e.g., fire and

EMS departments), public safety (e.g., for-

estry, police) and military customers; other

federal, state and local government agen-

cies; and commercial , industr ial and

institutional organizations. RELM’s prod-

ucts excel in applications involving

harsh and hazardous conditions, while

delivering high-specification perfor-

mance, durability and reliability at a low

cost relative to competitive offerings.

RELM Wire less, one of the most

cost-efficient manufacturers in the LMR in-

dustry, effect ively leverages outside

contract manufacturing relationships and in-

ternal resources for the production of its

radios and product components. The utiliza-

tion of experienced, high-quality contract

manufacturers provides greater production

specialization and expertise, higher levels

of flexibility and responsiveness, and faster

delivery of product, while allowing the Com-

pany to focus on its core technological

competencies of product design and devel-

opment. RELM has also designed its

next-generation products on a common

platform, thereby improving operational effi-

c ienc ies and reduc ing inventory

requirements.

The success of this business strategy,

which was implemented by RELM’s current

management team several years ago, re-

sulted in a dramatic earnings turnaround at

the Company during the years 2002 to
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“RELM’s new products will operate in higher frequency

ranges of the spectrum, which will open up even bigger

markets, adding perhaps three billion dollars of greater

opportunity.”

John Gay, Editor

“The Quiet Investor”

Email: quietinvestor@flash.net
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2006. RELM’s operating income improved

to $6.4 million in 2006 from an operating

loss of $3.3 million in 2002. Even more im-

pressive was the improvement in gross

profit margins during the past decade,

from 14.0% in 1997 to 53.9% in 2006

(gross margins narrowed to 51.2% in

2007 and 48.2% in the first nine months

of 2008, but recovered to 50.7% in the

quarter ended 9/30/08). We bel ieve

RELM’s gross margins are among the high-

est in the LMR industry, which is quite an

achievement for a company that prices its

products below most of its competition and

as much as 50% below the market leader.

THE OPPORTUNITY

We believe RELM Wireless Corpora-

tion has the potential to grow its annual

sales and earnings at an impressive rate

over the next several years, due primarily to

several trends that are impacting the LMR

industry. Investors should keep in mind that

the Company’s quarterly financial results

are highly unpredictable due to the fact that

the majority of its sales are to government

agencies that operate on differing fiscal

years and under budget constraints wherein

land mobile radio purchases must compete

with other agency priorities for funding. As a

result, orders and shipments can fluctu-

ate significantly from one quarter to the

next. However, the Company’s annualized

performance appears well-positioned to

benefit from the following trends within the

$5 billion North American LMR industry:

� Migration from analog to digital tech-

nology. As in many other industries, a

conversion is underway from analog to

digital technology in the LMR industry.

More specifically, federal, state and local

government agencies are primarily pur-

chasing land mobile radios that are

compliant with the APCO Project 25

standard that was established in 1995.

This is particularly important for RELM

Wireless, because approximately 82% of

the Company’s total sales in 2007 were

derived from the government and public

safety market, where its radios are used

by military, fire, rescue, forest service,

law enforcement and emergency medi-

cal personnel. P25-compliant digital

radios are more efficient than analog ra-

dios in the way they use available radio

spectrum, and they utilize an “open archi-

tec tu re ” des ign , wh ich promotes

competition among LMR manufacturers.

Because RELM generates substan-

tially higher gross profit margins from

its expanding line of P25-compliant

radios than from analog products, we

believe government agency conver-

sion from analog to digital technology

has very positive implications for the

Company’s future profitability. With

less than 15% of all land mobile radios

currently in use being digital in design

(see chart above), we believe the migra-

t ion towards digital technology wil l

continue for the next several years and

could eventually result in over 50% of

new LMR sales being digital. While some

business/industrial users will continue to

favor analog technology due to its lower

cost, we believe most state and federal

government agencies will switch to P25

radios as they expand and upgrade their

radio networks.

� Focus on Interoperability of Commu-

nications Among First Responders

and Other Public Safety Agencies.

LMR radios that were manufactured

under the old APCO 16 standard, many

of which are still used by government

agencies, are unable to “talk” to radios

that were made by another manufacturer.

This was painfully evident during the 9/11

terrorist attacks in 2001 and in the after-

math of Hurricane Katrina in August

2005, when many first responders and

disparate public safety agencies were

unable to communicate with each other

over their portable and mobile radios dur-

ing times of crisis when thousands of

lives were at risk. As a result of these

communications failures, and in order to

assure the “interoperability” of land mo-

bile radios among first responders and

public safety agencies, the Department

of Homeland Security (DHS) has effec-

tively mandated that DHS grants for LMR

equipment allocated to its sub-agencies

be used to purchase only P25-compati-

b le products . In addi t ion, both the

Department of Interior (DOI) and the De-

partment of Agriculture (USDA) have

adopted the P25 standard, and state,

local and tribal agencies that rely upon

federal funding must purchase P25 ra-

dios unless compelling reasons for not

using such equipment exist. We believe

DHS initiatives will continue to accel-

erate the adopt ion of d ig i ta l

P25-compliant technology for many
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years to come, because there is still a

massive installed base of government

agency analog radios that will have to

be converted to digital. As an example,

a report by the Office of the Inspector

General (OIG) concluded that 73% of the

4,163 radio system sites used by the De-

partment of Justice are so old that they

are no longer suppor ted by the

manufacturer.

� Expansion in “addressable market”.

Historically, RELM’s sales potential has

been limited by the fact that its digital ra-

dios operated only on VHF frequencies,

which are used by a limited number of

public safety agencies (e.g., state and

federal forest services are among the

Company’s largest customers). During

the next two years, the Company will in-

troduce sixteen new P25 products that

we believe will offer very cost-effective

LMR solutions to an expanded customer

set. These products will include smaller,

lighter, high-performance digital radios

that are upgradable, immersible and will

challenge the market leaders. Manage-

ment has est imated that i ts new

products will expand the Company’s

“addressable market” by up to $3 bil-

l ion annual ly by target ing large

metropolitan police and fire depart-

ments, federal and international

defense agencies, and other users of

two-way radios that operate on UHF

and 700/800 megahertz frequencies.

Summary & Conclusion

RELM has an aggressive new product

development program underway to expand

its offerings of P25-compliant radios that

meet the needs of additional government

departments and agencies, thereby ex-

panding the Company’s “addressable”

market within the LMR industry. With grow-

ing government pressure (including

DHS funding requirements) for federal,

state, local and tribal public safety agen-

cies to upgrade to P25 digital radio

equipment, RELM is well-positioned, as

a low-cost and very price competitive

producer, to expand its sales in the “pub-

lic” sector of the LMR market.

With current annual sales below $25

million, RELM’s share of the $3 billion-plus

“addressable market” is less than 1%. Man-

agement’s goal is to capture at least 5% of

an expanded addressable market within the

next several years. Since most of its growth

would involve digital products, which gener-

ate gross margins of 70%+ (vs. less than

40% for analog products), we would expect

annualized earnings to increase at an even

faster pace than sales, on average, during

the next decade. If the Company were to

succeed in achieving its goals, RELM’s

sales could exceed $150 million within

the next several years, and we believe

RWC shares would provide an outstand-

ing return to shareholders during the

interim period.

As the Company completes its “roll out”

of new products in coming months, we ex-

pec t sa les to s t rengthen f rom the

disappointing levels that have prevailed dur-

ing the past several quarters. With a

business model that offers significant

operating leverage as sales improve,

this should lead to a recovery in profit-

ability during 2009 and in future years,

thereby allowing RWC shares to signifi-

cantly outperform the overall stock

market during the upcoming 12-18

months. We view the stock as signifi-

cantly undervalued at its current price of

$0.80 per share, which is equivalent to

40% of book value, 53% of trai l ing

twelve-month revenues, and only 58% of

net working capital.

We are particularly impressed with the

number of insiders who have purchased

RWC shares in the open market during the

past several weeks. Since early September,

at least five officers and/or directors have

purchased stock in the open market, at

prices ranging from $0.50 to $1.35 per

share.
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“RELM Wireless has always been defined by terms like

durability and value. With the new P25 KNG series, we’re

returning premium specifications and performance to the list.

With greater range, enhanced audio quality, longer battery life,

more intuitive programming and functionality, these products

will make it possible for us to serve broad new groups of

customers for the first time.”

David Storey, CEO

RELM Wireless Corporation

2007 Annual Report
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RECENT DEVELOPMENTS

We consider several recent develop-

ments significant in terms of the outlook for

RELM Wireless Corporation and its com-

mon stock as an attractive investment

opportunity during the next several years.

� On November 25, 2008, RELM an-

nounced that is has been named as a

contractor under a blanket purchase

agreement (“BPA”) from the U.S. Gen-

eral Services Administration. This BPA

will be used by various federal govern-

ment agencies for the purchase of analog

and digital radio equipment, conven-

tional and trunked, operating in the VHF,

UHF and 700/800 MHZ frequency bands.

The total estimated value of the BPA is

$500 million over a maximum term of five

years. The BPA named a select group of

companies, including RELM, that meet

established technical criteria, and it does

not specify purchase dates or quantities

of equipment from any particular sup-

plier. “We are pleased to be named as a

contractor in this critical federal contract,”

noted RELM’s Chief Executive Officer in

a related news release. “We anticipate

that it will be the principal vehicle for

two-way radio equipment procurements

by a wide range of agencies, including

many in our traditional strongholds of the

U.S. Departments of Interior and Agricul-

ture. Importantly, this BPA makes

available to federal government agen-

cies all of our new KNG products, as

well as the long-trusted D-Series and

G-Series lines. Being named as a con-

tractor in this BPA, we believe, should

facilitate our plans for customer expan-

sion and revenue growth.”

� On November 5 , 2008, RWC an-

nounced its operating results for the

third quarter and first nine months of

2008. While the Company reported an

operating loss and lower sales than in the

first nine months of the previous year, sig-

nificant “bottom line” improvements were

noted in the third quarter when compared

with the first half of 2008. The Company

reported net income of $337,000, or

$0.02 per diluted share, in the quarter

ended 9/30/08, compared with net

losses in the previous three quarters.

“We are pleased to report an operating

profit for the third quarter,” stated David

Storey, CEO of RELM Wireless, in a re-

lated news release. “This was achieved

as a result of completing certain product

development initiatives, combined with

aggressive cost-reduction actions and a

solid mix of high-margin digital product

sales for the quarter. The cost-reduction

actions enabled us to reduce SG&A ex-

penses by over $1 million (30%) from the

preceding quarter. P25 digital products

comprised almost 50% of our total third

quarter sales, versus 41.8% of our total

second quarter sales and 34.6% of our

total first quarter sales.” Mr. Storey con-

cluded his remarks as follows: “Although

the business climate is difficult, we con-

tinue to believe that our growing line of

new digital products with competitive ad-

vantages, combined with a reduced cost

structure, will strengthen and position

RELM for future success.”

� On October 28, 2008, RELM an-

nounced the closing of a $3.5 million

revolving line of credit with Silicon

Valley Bank. “We are pleased to rees-

tablish our longstanding relationship with

Silicon Valley Bank and to secure a credit

facility to provide, if needed, additional

capital to execute our strategic business

plans and growth initiatives, including the

continued expansion of our next-genera-

tion KNG P25 digital product line,” stated

the Company in a related news release.

“Additionally, considering the current

credit environment, this financing pack-

age indicates Sil icon Valley Bank’s

confidence in our operations and plans

for future growth and success.”

� Also on October 28, 2008, the Com-

pany announced its entry into the

market for P25 digital UHF (380-470

MHZ band) radios with the introduc-

tion of the KNG P400. Like its sister VHF

product, the KNG P150 introduced ear-

lier this year, the KNG P400 is designed

with the demanding needs of profes-

sional applications in mind, providing

customers with compact, lightweight ra-

dios that are feature-r ich and offer

class-A performance specifications. The

KNG P400 is the smallest professional

grade 5-watt UHF portable digital radio in

“Although the business climate is difficult, we

continue to believe that our growing line of new

digital products with competitive advantages,

combined with a reduced cost structure, wil l

strengthen and position RELM for future success.”

RELM CEO David Storey

News Release 11/5/08



the market. “Our new KNG product line is

the foundation upon which our growth

and future will be built,” observed David

Story, CEO of RELM Wireless, in a re-

lated news release. “RELM has never

before offered P25 digital radios in the

UHF band, a circumstance that has pre-

cluded us from part icipating in that

lucrative segment of the market. The

P400 opens to RELM significant op-

portunities in such agencies as the

Departments of Defense and Home-

land Secur i ty, as wel l as in law

enforcement, among others. Soon to

follow will be products in the 700/800

MHZ range, further expanding our entry

into markets never before addressed by

RELM. All KNG products provide top per-

fo rmance and a wide se lec t ion o f

features at industry-best prices. This rep-

resents a critically important combination

of advantages that we believe prospec-

tive new customers will find attractive,

especially considering the budget chal-

lenges facing many government and

public safety agencies today.”

� On June 18, 2008, RELM Wireless Cor-

poration announced the release of the

first product in its new BK Radio

high-performance KNG series of P25

digital radios. Designed with the de-

mand ing needs of pro fess iona l

applications in mind, including public

safety, law enforcement and the military,

the KNG-P150 is available to customers

seeking compact and lightweight radios

with class-A performance specifications.

“This is an important combination consid-

ering that other P25 products have

challenged the budgets of many organi-

zations,” stated David Storey, President

and CEO of RELM Wireless Corporation,

in a re la ted news re lease . “The

KNG-P150, and its soon-to-be-released

counterparts in the KNG series, combine

P25 technology and affordability with the

top-tier features and performance for

which RELM’s BK Radio line is known.”

� In a Letter to Shareholders published in

RELM’s 2007 Annual Report, CEO David

Storey noted, “During the past seven

years, we have been playing defense,

riding the back of our VHF strength in the

Public Safety Market with our successful

DPHX and DMH product lines. To ap-

proach Greatness, we must go on the

offense. This path entails the aggres-

sive development of 16 new APCO

P25 products over the next two years

that we anticipate will propel the Com-

pany to a new level of LMR solutions to

an expanded customer set, and result

in greater, more predictable growth

while dropping more profits to the bot-

tom line. We believe that over the next

few years these new products will ex-

pand our addressable market by an

incremental $3 billion, of which we be-

lieve we should be able to capture at least

a 5% market share.”

THE OUTLOOK

Under the direction of David Storey as

CEO, RELM Wireless achieved a dramatic

earnings turnaround in the first half of the

current decade, as the Company improved

its manufacturing efficiencies and devel-

oped more effective sales, marketing and

product development initiatives. This turn-

around is evident in the figures below:

For the fiscal year ended December 31,

2007, RELM’s earnings declined to $1.8 mil-

lion, or $0.13 per diluted share, on net sales
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2002 2006

Sales (000) $15,978 $32,445

Gross Margin 26.4% 53.9%

Operating Income (Loss) (3,333 ) 6,435

Pretax Income (Loss) ($3,631 ) $5,925

E.P.S. (Diluted) ($0.47 ) $0.24

Table 1

“We believe that over the next few years these new products

will expand our addressable market by an incremental $3

billion, of which we believe we should be able to capture at

least a 5% market share.”

David Storey, CEO

RELM Wireless Corporation

2007 Annual Report
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of approximately $27.0 million, and the de-

terioration in sales and earnings continued

during 2008. The decrease in sales and

earnings has been primarily due to a slug-

gish government and public safety market,

which comprises the Company’s largest

customer segment. However, the Com-

pany’s gross profit margins of 51.2% and

48.2% in 2007 and the first nine months

of 2008, respectively, are still believed to

rank among the highest in the land mo-

bile radio industry.

As noted above, sales continued weak

during the nine months ended September

30, 2008, when the Company reported a net

loss of ($1.3 million), or ($0.10) per share,

on revenues of $15.6 million. However,

RELM reported a modest profit of $337,000

in the third quarter of 2008, compared with

net losses in the previous three quarters, re-

flecting cost-reduction initiatives and an

improvement in product mix (digital radio

sales approximated 50% of total revenues

in the third quarter, versus 41.8% and 34.6%

of sales in the second and first quarters, re-

spectively). Operating results during the first

n ine months of 2008 inc luded

higher-than-normal product development

expenses, reflecting initiatives to accelerate

the introduction of RELM’s next-generation

KNG line of P25 digital products. Although

RELM recorded only modest sales from

its new KNG product line during the

quarter ended September 30, 2008 (the

first of the new products, the KNG-P150,

was released for shipment in mid-June

2008), we expect incremental sales from

new products to increasingly benefit

RWC’s operating and financial perfor-

mance during 2009.

As we noted earlier in this report, inves-

tors must recognize that the majority of

RELM’s sales are derived from federal,

state, local and tribal government agencies,

and the Company’s orders can fluctuate sig-

nificantly from quarter to quarter depending

upon fiscal year cycles and budget con-

straints within such agencies. While the

Company reported lower sales, when

compared with prior-year periods, dur-

ing six of the past seven quarters, we are

confident that an upward trend in sales

and earnings will be evident in coming

years as customers continue to shift

from analog to digital technology and as

RELM expands its “addressable” share

of the $5 billion North American land mo-

bile radio market via the introduction of

new P25 and other radios with features

that appeal to government, commercial,

industrial and institutional customers.

While RELM management does not

provide any forward-looking guidance to the

investment community, we believe the

Company has the potential to greatly in-

crease its sales and earnings over the next

several years as it expands its share of a

growing addressable market for LMR

products.

In our opinion, RELM should have little

difficulty accessing the financial resources

to support the operational and product de-

ve lopment ac t iv i t ies necessary to

accomplish its strategic and financial objec-

tives in coming years. As of September 30,

2008, the Company had $4.9 million of cash

in the bank, and no outstanding debt. Un-

less management decides to embark

upon an aggressive acquisition pro-

gram, we believe RELM should generate

cash faster than it can be deployed in its

current business once sales return to

more normal levels.

At the end of the third quarter of 2008,

RELM’s current ratio stood at a healthy

6.4-to-1.0 (current assets = $22.0 million vs.

current liabilities = $3.5 million). Meanwhile,

the Company’s capital structure consisted

of no outstanding debt and $26.6 million in

shareholders’ equity (equivalent to $1.98

per share).

INVESTMENT
CONSIDERATIONS

In our opinion, RELM Wireless Corpo-

ration is pursuing a growth strategy that

should prove to be highly effective, deliver-

ing outstanding value to shareholders over

the next several years.

RWC shares have been under pressure

during the past two years and are currently

trading 93% below their 2006 high of

$11.40. Given the benefit of hindsight, the

Company’s stock price probably soared too

high during the 2003-2006 period, reaching

levels that left no room for even temporary

disappointment (propelled by “momentum”

investors towards the end), in response to

the impressive earnings turnaround that re-

sulted from a restructuring of RELM’s

business model by the current management

team. However, today we believe the

Gross Profit Margins

2002 2004 2006 TTM

20%

30%
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opposite situation exists, wherein investors

have focused solely on recently disappoint-

ing sales and earnings trends, thereby

driving RWC shares to levels far below the

“intrinsic” value of the Company, especially

in light of the sales and earnings potential of

the next-generation KNG line of digital ra-

dios that are currently entering the market.

We believe the recent share price of

$0.80 represents a highly attractive op-

portuni ty for intermediate- and

long-term investors to establish or add

to their RWC holdings.

At $0.80, RWC shares are trading at

very low valuations relative to book value,

sales, net working capital, and “normalized”

earnings. From a balance sheet perspec-

tive, the current stock price is equivalent

to only 40% of book value and 58% of net

working capital (mostly inventories and

receivables from government agencies).

The Company’s market cap of $10.7 mil-

lion is equivalent to only 53% of trailing

12-month revenues of $20.2 million, and

the current stock price approximates

only 3.3X the Company’s 2006 earnings

per diluted share of $0.24, which we con-

s ider a more “normal” level of

profitability than the $0.13 per share re-

corded in 2007 and the net loss

anticipated in 2008 (the stock is trading

at 6.2X 2007 EPS).

We believe the following represent

some of the industry trends and characteris-

tics of RELM Wireless Corporation that will

serve as the foundation for substantial im-

provement in annualized sales, earnings,

and share price over the next 12-18 months

and longer-term.

� The Company is believed to generate the

highest gross profit margins in its indus-

try, and such margins should expand as

sales recover in 2009 and future years.

� RELM should realize significant operat-

ing leverage benefits as its sales recover,

allowing earnings to rebound much faster

than revenues in coming years.

� The Company sells its radios at prices

substantially less than most competitors

(including the industry leader) with com-

parable product quality and features.

This should appeal to budget-conscious

government agencies during the current

recessionary economy.

� Aggress ive deve lopment o f new

high-performance P25 digital radios and

accessories should allow the Company

to expand its annual “addressable” mar-

ket by up to $3 billion in coming years.

� The current installed base of analog ra-

d ios be ing used by pub l i c sa fe ty

agencies is aging and will have to be re-

placed in the next several years.

� As a low-cost manufacturer with high

quality products and very competitive

prices, RELM should be able to substan-

tially increase its share (currently less

than 1%) of the $5 billion North American

LMR market.

� Migration of LMR industry from analog to

d ig i ta l techno logy has pos i t i ve

implications for RELM’s future gross

profit margins (digital product gross mar-

gins typically exceed 70% vs. less than

40% for analog products).

� Federal government requirements for

“interoperable” communications capabil-

ities among first responders and other

public safety agencies should allow

RELM to compete more effect ively

against the Motorola and other en-

t renched land mob i le rad io

manufacturers that have higher cost and

product price structures.

� St rong opera t ing leverage and a

debt-free balance sheet provide RELM

with considerable strategic and financial

flexibility to pursue initiatives that can en-

hance shareholder values.

While we are not prepared to publish

specific earnings estimates in this report,

the following exercise illustrates the sort of

potential that we envision for RELM.

Let us assume that, sometime within

the next five years, RELM is able to (1) ex-

pand its “addressable” port ion of the

domestic LMR market to $3 billion; (2) cap-

ture a 3.5% share of this addressable

market; (3) increase its average gross profit

margins to 58%; (4) reduce its SG&A ex-

pense ratio to 37%, or approximately the

levels achieved in 2006; and (5) maintain its

diluted share base at less than 15 million

shares. In the context of this scenario,

sometime within the next five years RELM

could be earning $14 million, or over $0.90

per diluted share, on sales of $105 million. If

we further assume that RWC shares would

command a P/E ratio of 15X, the Company’s

financial performance could support a stock

price of around $13.00. While this exercise

is, of course, hypothetical, we believe the

underlying assumptions are not unrealistic.
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Should potential of this magnitude be-

come apparent to investors as the

Company’s new high-performance KNG

radio line gains sales traction and/or new

contracts are announced, we would ex-

pect RWC shares to substant ia l ly

outperform the overall stock market dur-

ing the upcoming 12-18 months.

There are currently 13.4 million com-

mon shares outstanding, and we estimate

the public “float” at approximately 12.0

million shares. Insiders beneficially own

about 19% of the Company, while approxi-

mately 17 institutions own 19% of the

outstanding shares. The widespread phe-

nomenon of institutional investors having to

liquidate their positions in many small-cap

stocks during recent months has been quite

evident in RELM’s case, as institutional

ownership has declined from 24% to 19% of

the Company since August 2008. Daily trad-

ing volume has averaged 46,000 shares

during the past three months. The stock is

listed on the American Stock Exchange

under the symbol “RWC”.

R. Jerry Falkner, CFA
December 15, 2008

“RELM just re invented i tse l f , pract ica l ly overnight .

Next-generation product lines are now in place to drive

sustainable growth for many years to come, with the clearest

competitive edge RELM Wireless has ever known since its

founding in 1947.”

RELM Wireless Corporation Website



RELM WIRELESS CORPORATION

Selected Operating Results

(Dollars in thousands, except per-share data)

12 Mos Ended

Year Ended December 31st 2004 2005 2006 2007 9/30/08

Net Sales $20,656 $28,519 $32,445 $26,976 $20,161

Operating Income (Loss) 1,924 5,524 5,608 2,268 (3,236)

Pretax Income (Loss) 1,660 5,527 5,925 2,817 (2,992)

Income Tax (Expense) Benefit 6,217 4,765 (2,498 ) (971 ) 1,301

Net Income (Loss) $7,877 $10,292 $3,427 $1,846 $(1,691)

Diluted E.P.S. (Loss) $0.65 $0.75 $0.24 $0.13 $($0.13)

Non-GAAP Information:

Fully-taxed Net Income (Loss)

(assumes 42% tax rate) $963 $3,205 $3,427 $1,690 $(1,691)

Fully-taxed Diluted E.P.S. $0.08 $0.23 $0.24 $0.12 $(0.13)

This Research Profile contains “forward-looking” statements within the meaning of U.S. federal securities laws. Forward-looking statements regarding the Company’s
performance inherently involve risks and uncertainties that could cause actual results to differ from such forward-looking statements. Factors that would cause or
contribute to such differences include, but are not limited to, reliance on contract manufacturers, heavy reliance on sales to the U.S. Government; federal, state and local
budget deficits and spending limitations; limitations on available radio spectrum; general economic and business conditions; changes in customer preferences;
competition; changes in technology; changes in business strategy; the Company’s debt and inventory levels; quality of management; business abilities and judgment of
the Company’s personnel; the availability, terms and deployment of capital, and other risks discussed in the Company’s periodic report filings with the Securities and
Exchange Commission. By making these forward-looking statements, RJ Falkner & Company, Inc. undertakes no obligation to update these statements for revisions or
changes after the date of this report.

RJ FALKNER & COMPANY, INC. publishes research reports on small- and micro-cap companies and provides consulting services to such companies. The information
contained in our reports is based upon sources which we consider reliable but is not guaranteed by us, nor do such reports represent a solicitation to buy or sell the
securities discussed therein. The information and opinions contained in our research reports are based upon publicly available information as of the date such reports are
published. Readers of our reports should recognize that the information, projections, opinions, and/or conclusions contained in the reports may have changed since
publication, and we assume no responsibility for updating the reports as a result of such changes. This report may include financial information that is not prepared in
accordance with Generally Accepted Accounting Principles (GAAP) in the United States. Readers of this report should review the financial information provided by the
subject company of this report in its 10-K, 10-Q and 8-K filings with the Securities and Exchange Commission.

Additional information on the companies discussed in our research reports is available upon request by contacting us at 800-377-9893. While we are paid by the
companies that are the subject of our research reports for the provision of research coverage, we are not an agent of such companies, and all of the views expressed in our
research reports accurately reflect our research analysts’ personal views about any and all of the subject securities or issuers. No part of our research analysts’
compensation was, is, or will be, directly or indirectly related to the specific recommendations or views expressed by such analysts in the research reports. All opinions
and/or conclusions in our research reports were developed independently by the analysts writing the reports, unless otherwise stated. Our analyses of small- and
micro-cap companies have been independently prepared by us, and any sales and/or earnings forecasts included in our research reports were independently prepared by
RJ FALKNER & COMPANY, INC., unless otherwise stated, and are not endorsed by the managements of the companies which are the subject of our reports. Such sales
and/or earnings forecasts were prepared based upon historical information that was available to the public as of the date of publication of the reports. Use of these reports
may be subject to the applicable rules of certain self-regulatory organizations, and securities mentioned in the reports which are traded over-the-counter may not be
cleared for sale in certain states.

RJ FALKNER & COMPANY, INC. and/or its employees, officers, affiliates or members of their families may have long or short positions in the securities discussed in the
research reports (and/or options or warrants relating thereto) and may purchase and/or sell the securities or options/warrants from time to time in the open market or
otherwise. RJ FALKNER & COMPANY, INC. derives its compensation from the provision of research reports and investor relations consulting services. RJ FALKNER &
COMPANY, INC. receives a cash retainer of $5,000 per month from RELM WIRELESS CORPORATION for investor relations services, including the periodic publication of
research reports on the Company, and an officer of RJ FALKNER & COMPANY, INC. currently owns 166,400 shares of RWC common stock..

Additional information on the Company can be found on the Internet at:

http://relm.com

www.rjfalkner.com


