




“2015 was a ‘watershed’ year for our company; it marked the end of the old CSI, which had been dependent 
on maturing markets and older technologies, and the restart of a more vibrant company focused on 
growth markets and relevant technology.    
 
“As a result of significant capital expenditures over the past five years, we are no longer dependent on 
voice and data jacks, long Suttle’s dominant products.  We have developed exciting new offerings in a 
number of high-growth areas, including network interface devices, building entrance boxes that house 
telephone, Internet, cable TV, wireless and backup power.  Suttle’s product line now facilitates delivery to 
the customer of a broad range of products, including very high bandwidth data over existing copper wires 
known as VDSL.  The exciting 2016 fiber optic products now being produced are a result of intense product 
development and training over the past 18 months.” 
 
 
 
 
                                                                                                 Chairman of the Board 

To Our Shareholders, 

We had a very challenging year in 2015, led by a substantial decline in the volume and pricing of mature 
product sales to our largest major account customer.  While the results were not good in Transition 
Networks and Suttle, we have started to revitalize both businesses by targeting new growth markets and 
rapidly developing new products to address those opportunities.  I am also excited by the exceptional 
promise coming from ONE CSI, our Lean Six Sigma initiative.  We feel the building blocks are starting to 
come together for better financial results, and enhanced shareholder value, in the years to come. 

Restarting CSI’s Growth 

At Suttle, new product sales were strong in 2015, representing roughly 18% of total segment revenue.  
Suttle’s new product development strategy is closely aligned with several robust market opportunities, 
including the global Gigabit broadband build-out and service providers’ need for high-quality fiber and 
active capabilities.  By expanding our investment in R&D (>$5 million in 2015), hiring key sales resources, 
and broadening our customer base beyond traditional Tier I service providers, we aim to stabilize the 
business and advance into meaningful new business segments.   

At Transition Networks, new product sales represented roughly 10% of total segment revenue in 2015.   
Transition Networks also continued to invest in R&D (>$3 million in 2015) and professional engineering 
staff to drive new product development.  By developing and deploying cutting-edge Ethernet and media 
conversion solutions designed to overcome bandwidth, security and distance limitations, we intend to 
reduce Transition Networks’ reliance on traditional revenue sources and reinvigorate its growth in 2016 
and beyond.   

With the increased reliance on common technologies and markets, particularly in Transition Networks 
and Suttle, we felt the need to much more closely coordinate our technology development and thus 
formed the CSI Technology Forum (see inside cover to the left). 

At JDL Technologies, we continue to build the recurring revenue stream from our award-winning managed 
services provider platform, with a primary focus in healthcare, but also in the legal, financial and 
commercial verticals, to lessen our dependence on the education end-market.  Starting from a strong 
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base, with our well-established HIPAA-compliant IT services offering in Florida, we expanded successfully 
into Minneapolis and Atlanta in 2015.  At the same time, our education vertical benefited from significant 
new project work driven by the reinstatement of E-Rate funding in Q3 2015, and will remain active in 
2016.  Nonetheless, over the long-term, a greater mix of managed services revenue across new 
geographies should mitigate historical volatility in JDL’s period-to-period revenue from the education 
sector, which often depends on the availability of federal funding initiatives.    

In addition to our existing business units, we established a new growth venture with the January 2016 
carve-out of Net2Edge Limited from Transition Networks.  We are excited about Net2Edge, which will 
address the significant market opportunity of maintaining legacy networks in a Carrier Ethernet world.  It 
will be treated as a separate reporting segment starting in Q1 2016 and we look forward to updating you 
on its progress. 

Operational Excellence and ONE CSI 

Operational excellence remained a key focal point for CSI throughout 2015 and will continue to be a 
priority as we grow our businesses.  In December 2015, we launched our official lean program, ONE CSI, 
which promotes a common thread, a culture of operational excellence, across each of the businesses 
under the CSI umbrella.  This program is intended to drive greater operating efficiency among our business 
units through shared services and improved manufacturing operations.  Our first move was to combine 
the Supply Chain side of our Transition Networks and Suttle businesses.  This will offer employees on those 
teams opportunities to become more proficient within their functions, use tools like IFS more effectively, 
gain productivity by learning from each other, and achieve a degree of scale by leveraging the IFS tool and 
their individual skill sets across both businesses.  We have a goal of five points of gross margin 
improvement over the next two years.   

Furthermore, in 2015 we began to more fully utilize and reap the benefits of our ERP system, in which we 
have invested more than $5 million over the past four years.  We implemented our Health of the 
Organization talent management program, which is designed to identify and develop our key personnel.  
We also stressed effective working capital management, with progress reducing SKUs and inventory. 

Overall, despite the impact of a substantial reduction in mature product sales to a major account 
customer, we made good organizational progress in 2015 and believe the visibility of our actions will 
become more apparent as we move through 2016.  We are participating in exciting industries with 
significant market opportunities and high growth potential.    

Our solid balance sheet provides us with the financial flexibility to pursue the attractive growth 
opportunities we have identified.  It also has allowed us to return value to shareholders through fifty-four 
consecutive quarters of cash dividend payments.     

I thank our employees for their hard work and our shareholders for their continued support as we 
continue to implement our revitalization initiatives.   We still have more to do, but I believe our efforts to 
date will translate into improved financial results and enhanced shareholder value. 

Sincerely, 

 

Vice Chairman & CEO 
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The primary markets we serve are highly competitive, and our ability to compete requires continual focus on delivering 
high-quality, competitively priced products and services and the regular introduction of new products and services that 
meet evolving customer requirements. 

We face many challenges in maintaining acceptable margins, and our level of gross margin may not be sustainable.



Consolidation among our customers has occurred and further consolidation may occur, resulting in the loss of some 
customers and reducing revenue during the pendency of business combinations and related integration activities.

Our financial results could be adversely affected if one or more of our key customers substantially reduces orders for our 
products.

Our market is subject to rapid technological change and, to compete effectively, we must continually introduce new 
products that achieve market acceptance.



Our business units are dependent upon federal government spending.

We evaluate and frequently pursue acquisitions, but we may not successfully close these acquisitions and, if these 
acquisitions are completed, we may have difficulty integrating the acquired businesses with our existing operations.

Our operating results fluctuate from quarter to quarter.



We depend on manufacturing relationships and on limited-source suppliers and any disruptions in these relationships 
may cause damage to our customer relationships. 

We are dependent upon our senior management and other critical employees.

Managing our inventory is complex and may include write-downs of excess or obsolete inventory.



We face risks associated with expanding our sales outside of the United States.

Compliance with internal control requirements is expensive and poses certain risks.

Product defects or the failure of our products to meet specifications could cause us to lose customers and revenue or to 
incur unexpected expenses.

Our sales and operations may continue to be impacted adversely by current global economic conditions.



Our stock price has been volatile historically and the price of our common stock may fluctuate significantly in the future.

Anti-takeover provisions in our charter documents, our shareholder rights agreement and Minnesota law could prevent or 
delay a change in control of our company.































Internal 
Control-Integrated Framework



Internal Control — Integrated Framework (2013)

Internal Control — Integrated Framework (2013)
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Internal control -- Integrated Framework (2013)



Operating Effectiveness of Accounting and Control Procedures

Changes in Internal Control over Financial Reporting
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