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 By: /s/ Mark D. Fandrich  
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Items under Sections 1 and 3 through 8 are not applicable and therefore are omitted.

Item 2.02 Results of Operations and Financial Condition.

On February 7, 2022, Communications Systems, Inc. (the “Company”) issued a press release reiterating the strategic and financial benefits of its proposed merger with
Pineapple Energy LLC. The press release included selected preliminary financial results as of and for the year ended December 31, 2021. The selected preliminary results are
subject to the Company’s management review and independent auditors’ customary annual audit procedures. The press release is attached hereto as Exhibit 99.1 and is
incorporated herein by reference.

Item 9.01 Financial Statements and Exhibits.
   
 Exhibit No. Description
   
 99.1 Press release issued by Communications Systems, Inc. on February 7, 2022.
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Communications Systems, Inc. Reiterates Strategic and Financial Benefits of its Proposed Merger with Pineapple Energy LLC

CSI Special Meeting of Shareholders is Scheduled for March 16, 2022 to Approve Proposed Pineapple Merger

Minnetonka, Minnesota – February 7, 2022 — Communica&ons Systems, Inc. (Nasdaq: JCS) (“CSI” or the “Company”) today reiterated the strategic and financial benefits it
believes will result from its previously disclosed merger with Pineapple Energy LLC (“Pineapple”).

A special mee&ng of CSI shareholders has been scheduled for Wednesday, March 16, 2022, at 10:00 a.m. Central Time to vote on the proposed Pineapple merger transac&on,
among other things. Beginning on February 4, 2022, the no&ce of the special mee&ng and a proxy statement/prospectus are being delivered to CSI shareholders as of the
January 27, 2022 record date.

Roger Lacey, CSI’s Execu&ve Chair and Interim CEO stated, “We have taken another significant step forward to comple&ng our transac&on with Pineapple, and the CSI board
of directors unanimously recommends shareholders vote to approve the proposed Pineapple merger transaction.”

Mr. Lacey con&nued, “This proposed merger is designed to re-invent CSI and allow our shareholders to par&cipate in what we view as a significant growth opportunity
offered by the Pineapple business. Through its several brands, Pineapple intends to capitalize on the growing demand for consumer energy solu&ons by providing
homeowners with an end-to-end por@olio of product offerings spanning energy secure solar, baAery storage, electric vehicle connec&ons, and managed grid services via
organic growth and strategic acquisitions.”

Mark Fandrich, CSI’s Chief Financial Officer noted, “In addi&on to the poten&al for long-term value for the CSI shareholders that we believe will be created by the Pineapple
business, this transac&on was specifically structured to permit CSI shareholders to receive an aArac&ve return on their CSI shares from dividends or distribu&ons of the net
proceeds from the sale of CSI’s legacy assets. As previously announced, CSI has delivered a return to its shareholders through the special dividend of $34 million or $3.50 per
share paid on October 15, 2021. The CSI board of directors is con&nuing to evaluate the poten&al for addi&onal pre-closing dividends. Addi&onally, CSI shareholders as of the
close of the business day immediately prior to closing of the merger will receive one con&ngent value right (CVR) per share of CSI common stock. The CVRs will en&tle the
holders to a portion the proceeds of dispositions of CSI’s legacy assets after the effective time of the merger.”

CSI’s legacy assets currently include:

· cash, which was approximately $6.4 million at December 31, 2021, and which will be increased through the PIPE offering proceeds, to reimburse CSI for merger-
related expenses, which were an estimated $3.44 million;

· approximately $6.82 million in proceeds, less expenses and commissions, that would be received upon the sale of its Minnetonka headquarters, which is subject to
satisfaction of closing conditions;

· any earnouts paid under the terms of the purchase agreement for the sale of the Electronics & Software segment to Lantronix, which is $7.0 million maximum; and,
· any future proceeds that may be received upon sale of its remaining Services & Support (S&S) opera&ng segment, for which CSI expects to report 2021 preliminary

revenue of $7.4 million.

 



 

Funds available for future CVR distribu&ons would subject to certain reduc&ons, including cash needed to fund the con&nued opera&on of the S&S segment, and also
reserves and holdbacks in the form of time-bound escrows all described in the merger documents previously filed.

Kyle Udseth, a founder of Pineapple Energy, who will serve as the Chief Execu&ve Officer of the combined company noted, “The energy transi&on is no longer the story of the
future; it is here now and happening today. We’re well on our way to 3 million individual homeowners having installed solar panels on their roofs, but even that strong start is
just a small frac&on of the total addressable market in the U.S. We expect this trend will con&nue to open previously untapped markets in states of significant opportunity
like Florida and Texas. And now that baAery technology has advanced and costs have fallen, the number of homeowners pairing a baAery storage system with their solar for
backup power and resiliency is growing. The Solar Energy Industries Associa&on (SEIA) forecasts that by 2025, nearly 25% of all U.S-based distributed solar systems will be
paired with baAery storage compared to under 6% in 2020. Pineapple’s vision is to grow to the na&on’s leading provider of customer-centric home energy solu&ons, helping
people save money, taking control over their energy production and consumption, and gaining peace-of-mind for their homes and families.”

Mr. Udseth concluded, “Pineapple believes the CSI-Pineapple merger transac&on will pave the way for the combined company to successfully execute an acquisi&on strategy
targe&ng other leading regional solar, storage and energy services companies. Pineapple’s acquisi&ons of Horizon Solar Power and selected assets of Sungevity in December
2020 and pending acquisi&ons of Hawaii-based sustainable energy solu&on providers Hawaii Energy Connec&on, LLC (“HEC”) and E-Gear, LLC will solidify the founda&on for
the combined company and expand its geographic footprint, consistent with Pineapple’s larger strategy of consolida&ng addi&onal regional players to enhance its product
offering. Pineapple currently has identified several potential acquisition targets.”

Strategic and Financial Benefits of the Transaction

· CSI shareholders, through their ownership of CSI common stock following the merger, will benefit from the poten&al growth of Pineapple’s residen&al solar,
battery storage, and grid services solutions business.

· The post-merger company will par&cipate in a fast-growing industry benefiQng from customer sen&ment and public policy momentum, growing scale-derived
operating efficiencies that may be re-invested into the Company, and access to a robust pool of talent.

· HEC is a leading sustainable energy provider, with over 9,000 residen&al systems installed in Hawaii and growing. E-Gear operates as a technology developer and
manufacturer of energy management soSware and hardware in Hawaii. Pineapple’s acquisi&ons of HEC and E-Gear are intended to establish Pineapple’s presence
in the United States’ most solar-friendly region, as approximately 30% of Hawaiian homes are powered by solar.

· Pineapple’s cornerstone acquisi&ons of selected assets of Sungevity and Horizon Solar Power in December 2020 provides a well-known brand name and access to a
database with both historical existing buyers and 115,000 unconverted Sungevity leads, dating back to January 2019.
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If the Pineapple merger transac&on is completed, CSI will change its corporate name to Pineapple Holdings, Inc. and will con&nue to be a publicly traded company with the
new Nasdaq ticker symbol “PEGY.” At February 3, 2022, CSI has 9,720,627 shares outstanding.

About Communications Systems, Inc.

Communica&ons Systems, Inc. (Nasdaq: JCS), has operated as an IoT intelligent edge products and services company. For more informa&on regarding CSI, please see
www.commsystems.com.

No Offer or Solicitation

This press release is not intended to and shall not cons&tute an offer to buy or sell or the solicita&on of an offer to buy or sell any securi&es, or a solicita&on of any vote or
approval, nor shall there be any sale of securi&es in any jurisdic&on in which such offer, solicita&on or sale would be unlawful prior to registra&on or qualifica&on under the
securi&es laws of any such jurisdic&on. No offering of securi&es shall be made except by means of a prospectus mee&ng the requirements of Sec&on 10 of the U.S. Securi&es
Act of 1933, as amended.

Additional Information and Where to Find It; Participants in the Solicitation

In connec&on with the proposed merger transac&on with Pineapple, CSI filed a registra&on statement on Form S-4 (File No. 333-260999) with the Securi&es and Exchange
Commission (SEC) on November 12, 2021 (as amended, the “Registra&on Statement”). The Registra&on Statement includes a proxy statement/prospectus, and was declared
effec&ve by the SEC on February 3, 2022. Beginning February 4, 2022, a copy of the proxy statement/prospectus dated February 3, 2022 will be sent to CSI shareholders as of
the close of business on January 27, 2022, the record date established for the special meeting of CSI shareholders.

CSI URGES INVESTORS, SHAREHOLDERS AND OTHER INTERESTED PERSONS TO READ THE REGISTRATION STATEMENT AND PROXY STATEMENT/PROSPECTUS, AND ANY
AMENDMENTS OR SUPPLEMENTS THERETO, AND ANY OTHER DOCUMENTS TO BE FILED WITH THE SEC IN CONNECTION WITH THE MERGER BECAUSE THEY WILL CONTAIN
IMPORTANT INFORMATION.

The Registra&on Statement, preliminary and defini&ve proxy statement/prospectus, any other relevant documents, and all other documents and reports CSI filed with or
furnishes to the SEC are (or, when filed, will be) available free of charge under the "Financial Reports" tab of the Investors Rela&ons sec&on of our website at
www.commsystems.com or by direc&ng a request to: Communica&ons Systems, Inc., 10900 Red Circle Drive, Minnetonka, MN 55343. The contents of the CSI website is not
deemed to be incorporated by reference into this press release, the Registra&on Statement or the proxy statement/prospectus. The documents reports that CSI files with or
furnishes to the SEC are (or, when filed, will be) available free of charge through the website maintained by the SEC at http://www.sec.gov.

CSI and its directors and execu&ve officers may be considered par&cipants in the solicita&on of proxies by CSI in connec&on with approval of the proposed merger and other
proposals to be presented at the special mee&ng. Informa&on regarding the names of such persons and their respec&ve interests in the transac&on, by securi&es holdings or
otherwise, are set forth in the proxy statement/prospectus dated February 3, 2022. To the extent the Company's directors and execu&ve officers or their holdings of the
Company's securi&es have changed from the amounts disclosed in such filing, to the Company's knowledge, such changes have been reflected on statements of change in
ownership on Form 4 on file with the SEC. You may obtain these documents (when they become available, as applicable) free of charge through the sources indicated above.
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Forward Looking Statements

This press release includes certain forward-looking statements within the meaning of the Private Securi&es Li&ga&on Reform Act of 1995, including statements regarding
future financial performance, future growth and future acquisi&ons. These statements are based on Communica&ons Systems’ current expecta&ons or beliefs and are subject
to uncertainty and changes in circumstances. There can be no guarantee that the proposed transac&ons described in this document will be completed, or that they will be
completed as currently proposed, or at any par&cular &me. Actual results may vary materially from those expressed or implied by the statements here due to changes in
economic, business, compe&&ve or regulatory factors, and other risks and uncertain&es affec&ng the opera&on of Communica&ons Systems’ business. These risks,
uncertain&es and con&ngencies are presented in the Company’s Annual Report on Form 10-K and, from &me to &me, in the Company’s other filings with the Securi&es and
Exchange Commission. The informa&on set forth herein should be read considering such risks. Further, investors should keep in mind that the Company’s financial results in
any period may not be indica&ve of future results. Communica&ons Systems is under no obliga&on to, and expressly disclaims any obliga&on to, update or alter its forward-
looking statements, whether because of new informa&on, future events, changes in assump&ons or otherwise. In addi&on to these factors, there are several addi&onal
factors, including:

·         conditions to the closing of CSI-Pineapple merger transaction may not be satisfied;

·         the occurrence of any other risks to consumma&on of the CSI-Pineapple merger transac&on, including the risk that the CSI-Pineapple merger transac&on will not be
consummated within the expected time period or any event, change or other circumstances that could give rise to the termination of the CSI-Pineapple merger transaction;

·         the CSI-Pineapple merger transaction has involved greater than expected costs and delays and may in the future involve unexpected costs, liabilities or delays;

·         the Company’s ability to successfully sell its other legacy opera&ng business assets and its real estate assets at a value close to their current fair market value and
distribute these proceeds to its existing shareholders;

·         up to $7.0 million of the purchase price for the sale of Electronics & SoSware Segment was structured in the form of an earnout based on revenues generated by
Lantronix in the 360 days following closing, and there is no guaranty that sufficient revenues will be recognized for the earnout to be paid to the Company;

·         the fact that the con&nuing CSI-Pineapple en&ty will be en&tled to retain ten percent of the net proceeds of CSI legacy assets that are sold pursuant to agreements
entered into after the effective date of the CSI-Pineapple merger transaction;
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·         risks that the CSI-Pineapple merger transac&on will disrupt current CSI plans and opera&ons or that the business or stock price of CSI may suffer as a result of uncertainty
surrounding the CSI-Pineapple merger transaction;

·         the outcome of any legal proceedings related to the CSI-Pineapple merger transaction;

·         the fact that CSI cannot yet determine the exact amount and &ming of any addi&onal pre-CSI-Pineapple merger cash dividends or the value of the Con&ngent Value
Rights that CSI intends to distribute to its shareholders immediately prior to the closing of the CSI-Pineapple merger transaction; and

·         the anticipated benefits of the proposed merger transaction with Pineapple may not be realized in the expected timeframe, or at all.

Contacts:
For Communications Systems, Inc.
 
Roger H. D. Lacey
Executive Chair and Interim Chief Executive Officer
+1 (952) 996-1674
 
Mark D. Fandrich
Chief Financial Officer
+1 (952) 582-6416
mark.fandrich@commsysinc.com
 
The Equity Group Inc.
Lena Cati
Senior Vice President
+1 (212) 836-9611
lcati@equityny.com

 

 


