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Communications Systems, Inc. 

Question & Answer Fact Sheet 

February 28, 2022 

This Question & Answer Fact Sheet highlights selected information for shareholders of Communications 
Systems, Inc. (“CSI” or “we”) regarding the proposed merger transaction involving Pineapple Energy LLC 
(“Pineapple”). Capitalized terms used in this Question & Answer Fact Sheet and not otherwise defined 
herein are defined in the proxy statement/prospectus dated February 3, 2022. 

Questions Regarding the Pineapple Merger Transaction 

Is the Pineapple Merger Transaction supported by the CSI Board of Directors? 

The CSI board of directors unanimously recommends that CSI shareholders vote ‘‘FOR’’ the merger 
proposal and each other proposal to be considered at the special meeting. 

Is this a SPAC transaction? 

The Pineapple Merger Transaction is not a SPAC transaction. The Pineapple Merger Transaction is a 
means by which CSI, an operating company, will acquire Pineapple, HEC and E-Gear, which are 
companies operating in the residential solar industry.  Following closing of the Pineapple Merger 
Transaction, CSI will seek to sell its pre-merger assets with the proceeds, including all cash of CSI as of 
the effective time of the merger, to be distributed to the pre-merger CSI shareholders through the 
contingent value rights (“CVRs”). 

How much of the combined company will existing CSI shareholders own after the Pineapple Merger 
Transaction? 

CSI has 9,720,627 shares of common stock outstanding. At the effective time of the merger, CSI’s 
shareholders will continue to own and hold their existing shares of CSI common stock. The Pineapple 
Merger Transaction will not alter the rights, privileges or nature of the issued and outstanding shares of 
CSI common stock. 

Immediately following the consummation of both the merger and the PIPE Offering, the pre-merger CSI 
shareholders are expected to own approximately 20.0% of the combined company on a fully-diluted 
basis; the pre-merger Pineapple unit holders are expected to own approximately 41.2% of the combined 
company on a fully-diluted basis; and the PIPE Investors are expected to own approximately 38.8% of 
the combined company on a fully-diluted basis. As part of the fully diluted share ownership, the 
foregoing calculation (i) includes 15,600,000 shares of CSI common stock that CSI will issue in the merger 
as Base Consideration, (ii) includes approximately 1,425,000 additional shares of CSI common stock that 
CSI will issue as Base Consideration in connection with convertible note and debt obligations of 
Pineapple as part of the Convertible Note Financing, (iii) includes 3,000,000 shares of Earnout 
Consideration that CSI will issue in the merger relating to the funding-related closing condition, (iv) 
excludes any additional shares of CSI common stock that are issuable in connection with the merger 
such as the additional 10,000,000 shares as Earnout Consideration or the Convertible Note Financing 
other than the convertible note and debt obligations as described above, (v) includes the shares of the 
combined company common stock that are issuable on conversion of the Series A convertible preferred 
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stock and exercise of warrants issued in the PIPE Offering, and (vi) excludes any shares of combined 
company common stock issued in connection with awards under the 2022 Equity Incentive Plan 
shareholders are being asked to approve at the special meeting. 

Will the combined company remain listed on Nasdaq following the merger? 

In order for shares of CSI common stock to continue to be listed on Nasdaq following the closing of the 
merger, CSI must file and Nasdaq must accept, an initial listing application pursuant to Nasdaq “business 
combination” rules. CSI is working diligently on this application and, if accepted, shares of CSI common 
stock would be listed on Nasdaq following the closing of the merger under the trading symbol “PEGY.” 

Will CSI’s common stock be delisted from the Nasdaq Stock Market if the Pineapple Merger Proposal 
is not approved? 

The failure of the CSI shareholders to approve the Pineapple Merger Proposal will not, in itself, result in 
delisting of CSI’s common stock from the Nasdaq Stock Market. However, if CSI fails at any time to 
comply with all of the requirements for continued listing on the Nasdaq Global Market, the CSI common 
stock may be delisted.  

What are the effects on CSI if the Pineapple Merger Proposal is not approved? 

The merger agreement may be terminated by either CSI or Pineapple if the CSI shareholders do not 
approve the Pineapple Merger Proposal and the Authorized Share Amendment Proposal.  

If the merger agreement is terminated for any reason, it is expected that the CSI board of directors will 
consider the full range of strategic alternatives regarding the use of its remaining cash and other assets, 
the S&S Segment business, and the future of CSI, with a view to maximizing value for our shareholders 
under the circumstances. There is no assurance that any of these strategic alternatives will result in 
dividends or distributions to the CSI shareholders, the return of any particular value to the CSI 
shareholders, or value that is equal to the value that may be realized by the CSI shareholders through 
the Pineapple Merger Transaction.  Of note, the previously announced $6.8 million (net) sale of the 
corporate headquarters building requires a 5 year lease with a go-forward operating business to close; it 
is currently expected that Pineapple will enter into this lease if the merger is completed. 

Additionally, many of the transaction expenses relating to the Pineapple Merger Transaction will be 
payable by CSI regardless of whether the Pineapple Merger Transaction is completed. These fees and 
expenses are currently estimated at $3.4 million, of which CSI has incurred approximately $2.2 million 
through December 31, 2021.  If the merger agreement is terminated for any reason, CSI will be 
responsible for its transaction related expenses and none of these expenses will be reimbursed to CSI.  
In addition, if the merger agreement is terminated for any reason, CSI will continue to incur the costs to 
operate its S&S Segment business and comply with its public company reporting obligations until the CSI 
board of directors executes on one or more strategic alternatives. 

If the Pineapple Merger Proposal is not approved, what challenges may CSI face in identifying another 
private company for a similar reverse merger transaction? 

If the merger agreement were terminated because the CSI shareholders do not approve the Pineapple 
Merger Proposal, there is no assurance that CSI would be able to identify any other private company 
interested in a similar reverse merger transaction or that such a transaction would result in comparable 
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value to the CSI shareholders as the Pineapple Merger Transaction.  In particular CSI will face 
competition from SPACs and other public companies to attract a private company for a similar reverse 
merger transaction and these SPACs and other public companies may offer cash resources, access to 
financing or transaction terms that would be more favorable that what CSI could offer.  Additionally, 
CSI’s ability to attract another private company for a similar reverse merger transaction may be 
hampered by the perception that CSI shareholders would not support a similar reverse merger 
transaction if the Pineapple Merger Proposal is not approved.  

Questions Regarding the PIPE Offering 

How much will the PIPE Investors invest in the PIPE Offering? 

The PIPE Investors will make a $32.0 million private placement investment referred to as the PIPE 
Offering. Under the terms of the securities purchase agreement, for their $32.0 million investment, the 
PIPE Investors will receive 32,000 shares of newly authorized CSI Series A convertible preferred stock 
convertible at a price of $3.40 per share into an aggregate of 9,411,764 shares of CSI common stock, 
together with five-year warrants to purchase an additional 9,411,764 shares of CSI common stock at an 
exercise price of $3.40 per share. 

What are the conditions to closing the PIPE Offering and when will the PIPE Offering close? 

The PIPE Investors are obligated to close the PIPE Offering if certain conditions are met, including 
approval by CSI shareholders of the PIPE Issuance Proposal and the consummation of the merger. The 
securities purchase agreement provides that the PIPE Offering will close immediately following the 
consummation of the merger. The PIPE Investors are obligated to close post-merger regardless of the 
CSI stock price at that time.  

Questions and Answers Regarding the CVRs 

Will the Pineapple members or PIPE Investors receive CVRs? 

The shareholders of CSI as of the close of the business day immediately preceding the effective time of 
the merger will receive one contractual non-transferable contingent value right, or CVR, per share of CSI 
common stock then held by them.  Because the distribution of the CVRs occurs prior to the merger, only 
pre-merger CSI shareholders will receive CVRs and neither the Pineapple members nor PIPE Investors 
will receive CVRs.  

What will happen to CSI’s cash and other legacy assets at the closing of the merger? 

At the effective time of the merger, all assets, properties and equipment of CSI, including any cash, will 
be set aside as CSI legacy assets under the CVR agreement for distribution to the CVR holders through 
the CVRs.  Additionally, CSI legacy assets will be increased by an amount in cash equal to the fees and 
expenses CSI has paid in connection with the Pineapple Merger Transaction and related transactions 
before the closing date of the merger. This increase in CSI legacy cash will be funded through a portion 
of the proceeds of the $32 million PIPE Offering. These fees and expenses are currently estimated at 
$3.4 million. 

Through the CVRs, only the pre-closing CSI shareholders will be entitled to any benefit from the CSI 
legacy assets. The CSI legacy assets may not be used by the combined company or in the post-closing 
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Pineapple, HEC or E-Gear businesses. Additionally, the combined company or its subsidiaries may not 
create or permit any encumbrance on any of the CSI legacy assets (including legacy cash and the equity 
of any CSI subsidiary that was a subsidiary prior to the effective time) until the expiration of the CVR 
term. 

How will the combined company fund the operations of Pineapple, HEC and E-Gear following the 
closing of the merger? 

With the CSI legacy cash set aside for the CVR holders, the combined company will fund its post-closing 
operations initially through a combination of the remaining net proceeds from the PIPE Offering and any 
cash flow from operations from Pineapple, HEC and E-Gear. Additionally, as Pineapple’s strategy 
contemplates growth by acquisition. the combined company will need to obtain substantial additional 
financing arrangements to provide growth capital and potentially for working capital. 

* * * 

This Question & Answer Fact Sheet does not contain all of the information that is important to you 
regarding the Pineapple Merger Transaction, the PIPE Offering or other matters presented at the CSI 
special meeting. To better understand the Pineapple Merger Proposal and the other proposals to be 
considered at the special meeting, you should read the proxy statement/prospectus dated February 3, 
2022 in its entirety carefully, including the appendices.  

* * * 

Additional Information and Where to Find It 

In connection with the proposed merger with Pineapple, Communications Systems, Inc. (“CSI”) filed a registration 
statement on Form S-4 (File No. 333-260999) with the Securities and Exchange Commission (SEC) on November 12, 
2021 (as amended, the “Registration Statement”). The Registration Statement includes a proxy 
statement/prospectus, and was declared effective by the SEC on February 3, 2022. Beginning February 4, 2022, a 
copy of the proxy statement/prospectus dated February 3, 2022 was sent to CSI shareholders as of the close of 
business on January 27, 2022, the record date established for the special meeting. 

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 CONTAIN 
OR WILL CONTAIN IMPORTANT INFORMATION. 

The Registration Statement, preliminary and definitive 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 Relations section of our website at 
www.commsystems.com or by directing a request to: Communications 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 
document, the Registration Statement or the proxy statement/prospectus. The documents and 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.  

Participants in the Solicitation 

CSI and its directors and executive officers may be considered participants in the solicitation of proxies by CSI in 
connection with approval of the proposed merger and other proposals to be presented at the special meeting. 
Information regarding the names of these persons and their respective interests in the transaction, by securities 
holdings or otherwise, are set forth in the proxy statement/prospectus dated February 3, 2022. To the extent the 
Company's directors and executive officers or their holdings of the Company's securities have changed from the 
amounts disclosed in such filing, to the Company's knowledge, these changes have been reflected on statements 
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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. 

Caution Regarding Forward-Looking Statements 

This document includes certain forward-looking statements within the meaning of the Private Securities Litigation 
Reform Act of 1995. All statements, other than statements of present or historical fact, included in this document 
regarding the proposed merger transaction involving Pineapple Energy LLC (“Pineapple”) are forward-looking 
statements.  These forward-looking statements are based on management’s current expectations and assumptions 
about future events and are based on currently available information as to the outcome and timing of future 
events. These forward-looking statements are subject to numerous risks and uncertainties, including: (i) the 
conditions to the closing of CSI-Pineapple merger transaction may not be satisfied; (ii) the occurrence of any other 
risks to consummation of the CSI-Pineapple merger transaction, including the risk that the CSI-Pineapple merger 
transaction 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; (iii) the CSI-Pineapple merger 
transaction has involved greater than expected costs and delays and may in the future involve unexpected costs, 
liabilities or delays; (iv) the Company’s ability to sell its other legacy operating business assets and its real estate 
assets at attractive values; (v) there is no assurance that CSI will receive any of the maximum $7.0 million earnout 
relating to the August 2, 2021 sale of CSI’s Electronics & Software Segment; (vi) the combined company will be 
entitled 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 merger; (vii) risks that the merger will disrupt current CSI plans and 
operations or that the business or stock price of CSI may suffer as a result of uncertainty surrounding the CSI-
Pineapple merger transaction; (viii) the outcome of any legal proceedings related to the CSI-Pineapple merger 
transaction; (ix) the fact that CSI cannot yet determine the exact amount and timing of any additional pre-CSI-
Pineapple merger cash dividends, if any, or the ultimate value of the Contingent Value Rights that CSI intends to 
distribute to its shareholders immediately prior to the closing of the CSI-Pineapple merger transaction; and (x) the 
anticipated benefits of the proposed merger transaction with Pineapple may not be realized in the expected 
timeframe, or at all. 

 


