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COMMUNICATIONS SYSTEMS, INC.

10900 Red Circle Drive
Minnetonka, Minnesota 55343

NOTICE OF 2017 ANNUAL MEETING OF SHAREHOLDERS

To Be Held May 24, 2017

Dear Shareholders:

You are cordially invited to attend the 2017 Annual Meeting of Shareholders of Communications Systems, Inc. (“CSI”
or the “Company”). The meeting will be held at the Company’s offices located at 10900 Red Circle Drive, Minnetonka,
Minnesota, on Wednesday, May 24, 2017 beginning at 10:00 a.m., Central Daylight Time, for the following purposes:

To elect six directors to the Board to serve one-year terms until the next Annual Meeting of Shareholders or until
“their respective successors have been elected and qualified;

To ratify the appointment of Baker Tilly Virchow & Krause, LLP as the Company’s independent registered public
“accounting firm for the year ended December 31, 2017; and

3. To transact any other business that may properly come before the meeting.

The Board of Directors has fixed the close of business on March 29, 2017 as the record date for determination of
shareholders entitled to notice of and to vote at the meeting.

You may attend the meeting and vote in person, or you may vote by proxy. To ensure your representation at the
meeting, please complete and submit your proxy, whether or not you expect to attend in person. Shareholders who
attend the meeting may revoke their proxies and vote in person if they so desire.
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By Order of the Board of Directors,
Curtis A. Sampson, Chairman
Minnetonka, Minnesota
April 11,2017

IMPORTANT NOTICE REGARDING AVAILABILITY
OF PROXY MATERIALS:

Copies of this Notice, the Proxy Statement following this
Notice and the Annual Report to
Shareholders are available at www.proxyvote.com
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COMMUNICATIONS SYSTEMS, INC.
PROXY STATEMENT

QUESTIONS AND ANSWERS ABOUT THE MEETING

Information Regarding the Annual Meeting

This Proxy Statement is furnished to the shareholders of Communications Systems, Inc. (“CSI” or the “Company”)
beginning April 12, 2017 in connection with the solicitation of proxies by the Board of Directors of the Company to
be voted at the Annual Meeting of Shareholders that will be held at the Company’s offices at 10900 Red Circle Drive,
Minnetonka, Minnesota, on Wednesday, May 24, 2017, beginning at 10:00 a.m., Central Daylight Time, or at any
adjournment or adjournments thereof.

What is the purpose of the meeting?

At our annual meeting, shareholders will act upon the matters disclosed in the Notice of 2017 Annual Meeting of
Shareholders that accompanies this Proxy Statement. These include:

Elect six directors; and

Ratify the appointment of Baker Tilly Virchow & Krause LLP (“Baker Tilly”) as our independent registered
public accounting firm for the fiscal year ending December 31, 2017;

We will also consider any other business that may properly be presented at the meeting, and management will report

on CSI’s performance during the last fiscal year and respond to questions from shareholders.

How does the Board recommend that I vote?

The Board of Directors named in this proxy statement recommends a vote:
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“FOR” the election of the six individuals recommended by the Board of Directors; and

“FOR” the ratification of the appointment of Baker Tilly.

Who is entitled to vote at the meeting?

If you were a shareholder of record at the close of business on March 29, 2017 (the “record date”), you are entitled to
vote at the meeting. As of the record date, 8,930,784 shares of common stock were outstanding and eligible to vote.

What is the difference between a shareholder of record and a street name holder?

If your shares are registered directly in your name, you are the “shareholder of record.” If your shares are held in a stock
brokerage account or by a bank or other nominee, you are the beneficial owner of those shares, and your shares are

held in street name. If you are a “street name holder,” you will receive a voting instruction card that appears very similar
to a proxy card. Please complete that card as directed to ensure your shares are voted at the meeting.

What are the voting rights of the shareholders?

Holders of common stock are entitled to one vote per share. Therefore, a total of 8,930,784 votes are entitled to be cast
at the meeting. There is no cumulative voting for the election of directors.

How many shares must be present to hold the meeting?

A quorum is necessary to hold the meeting and conduct business. The presence of shareholders who can direct the
voting of at least a majority of the outstanding shares of common stock as of the record date is considered a quorum.
A shareholder is counted as present at the meeting if the shareholder is present and votes in person at the meeting or
the shareholder has properly submitted a proxy by mail, telephone or Internet.
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How do I vote my shares?

If you are a shareholder of record, you may give a proxy to be voted at the meeting either:

electronically, by following the instructions provided in the Notice of Internet Availability of Proxy Materials or
proxy card; or

if you received printed proxy materials, you may also vote by mail or telephone as instructed on the proxy card.

If you hold shares beneficially in street name, you may also vote by proxy over the Internet by following the
instructions in the Notice of Internet Availability of Proxy Materials or, if you received printed proxy materials, you
may also vote by mail or telephone by following the instructions in the voting instruction card provided to you by
your broker, bank, trustee or nominee. The telephone and Internet voting procedures have been set up for your
convenience. The procedures have been designed to authenticate your identity, to allow you to give voting
instructions, and to confirm that those instructions have been recorded properly. You may also vote in person at the
meeting as described in “May I vote my shares in person at the meeting?”” below.

What does it mean if I receive more than one Notice of Internet Availability of Proxy Materials, proxy card or voting
instruction card?

It means you hold shares of CSI stock in more than one account. To ensure that all of your shares are voted, sign and
return gach proxy card or voting instruction card or, if you vote by telephone or via the Internet, vote once for gach
proxy card, voting instruction card or Notice of Internet Availability of Proxy Materials you receive.

May I vote my shares in person at the meeting?

Yes. If you are a shareholder of record, you may vote your shares at the meeting by completing a ballot at the meeting.
Even if you currently plan to attend the meeting, however, we recommend that you submit your proxy ahead of time
so that your vote will be counted if, for whatever reason, you later decide to not attend the meeting. If you hold your
shares in street name, you may vote your shares in person at the meeting only if you obtain a signed proxy from your
broker, bank, trustee or other nominee giving you the right to vote these shares at the meeting.
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What vote is required for the proposals to be approved?

Election of Directors. The six directors that receive the most votes will be elected to serve on the Board of Directors
until the 2018 Annual Meeting of Shareholders.

Ratification of the appointment of Baker Tilly as our independent registered public accounting firm. The affirmative

vote of a majority of the shares of common stock represented and entitled to vote on the proposal, if those shares
represent more than 25% of the shares outstanding on the record date, is sufficient to approve this proposal.

How are votes counted?

Shareholders may either vote FOR or WITHHOLD authority to vote on the election of directors. Shareholders may
vote FOR, AGAINST or ABSTAIN on proposal No 2.

If you vote ABSTAIN or WITHHOLD, your shares will be counted as present at the meeting for the purposes of
determining a quorum. If you ABSTAIN from voting on a proposal, your abstention has the same effect as a vote
against that proposal. If you WITHHOLD authority to vote for one or more of the nominees for director, this will have
no effect on the election of any director from whom votes are withheld.

If you hold your shares in street name and do not provide voting instructions to your broker or nominee, your shares
will be considered to be “broker non-votes” and will not be voted on any proposal on which your broker or nominee
does not have discretionary authority to vote under the rules of the New York Stock Exchange. Shares that constitute
broker non-votes will be present at the meeting for the purpose of determining a quorum, but are not considered
entitled to vote on the proposal in question. Your broker or nominee has discretionary authority to vote your shares on
the ratification of Baker Tilly as our independent registered public accounting firm even if your broker or nominee
does not receive voting instructions from you, but may not vote your shares on any other matters without instructions
from you.
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May I change my vote?

Yes. If you are a shareholder of record, you may change your vote and revoke your proxy at any time before it is
voted at the meeting in any of the following ways:

by sending a written notice of revocation to our Corporate Secretary;

by submitting another properly signed proxy card at a later date to our Corporate Secretary;

by submitting another proxy by telephone or via the Internet at a later date; or

by voting in person at the meeting.

If you are a street name holder, please consult your broker, bank, trustee or nominee for instructions on how to change
your vote.

Who pays for the cost of proxy preparation and solicitation?

We pay for the cost of proxy preparation and solicitation, including the charges and expenses of brokerage firms or
other nominees to forward proxy materials to beneficial owners of shares held in street name. Proxies may be solicited
by telephone or facsimile, or personally by our directors, officers and regular employees. These individuals will
receive no compensation (other than their regular salaries) for these services.

Why did I receive a notice in the mail regarding the Internet availability of proxy materials instead of a full set of
paper copies?

Under rules of the Securities and Exchange Commission (the “SEC”), we may furnish proxy materials to our
shareholders by providing access to these documents on the Internet instead of mailing printed copies. In general, you
will not receive printed copies of the materials unless you request them. Instead, we mailed you the Notice of Internet
Availability of Proxy Materials (unless you have previously consented to electronic delivery or already requested to
receive paper copies), which instructs you as to how you may access and review all of the proxy materials on the
Internet. The Notice of Internet Availability of Proxy Materials explains how to submit your proxy over the Internet.
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If you would like to receive a paper copy or e-mail copy of the proxy materials, please follow the instructions
provided in the Notice of Internet Availability of Proxy Materials.

How can a shareholder present a proposal at the 2018 Annual Meeting?

For a shareholder proposal to be considered for inclusion in our Proxy Statement for the 2018 Annual Meeting, the
written proposal must be received at our principal executive offices by the close of business on December 13, 2017.
The proposal must comply with SEC regulations regarding the inclusion of shareholder proposals in
company-sponsored proxy materials.

If a shareholder wishes to present a proposal at the 2018 Annual Meeting that would not be included in our Proxy
Statement for that meeting, the shareholder must provide notice to us no later than February 27, 2018. Please contact
the Corporate Secretary for a description of the steps to be taken to present a proposal.

How can a shareholder get a copy of the Company’s 2016 Report on Form 10-K?

Our 2016 Annual Report, including our Annual Report on Form 10-K for the year ended December 31, 2016, is
available electronically with this Proxy Statement. If you were mailed a paper copy of this Proxy Statement, the 2016
Annual Report was included. The 2016 Annual Report, including our Form 10-K, is also available in the Investor
Relations page of our website http://commsystems.com. Upon request, we will provide you copies of any exhibits to
the Form 10-K upon payment of a fee covering our reasonable expenses in furnishing these exhibits. You can request
exhibits to the Form 10-K by writing to the Corporate Secretary, Communications Systems, Inc., 10900 Red Circle
Drive, Minnetonka, Minnesota 55343.
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What if I do not specify a choice for a matter when returning a proxy?

Unless you indicate otherwise, the persons named as proxies on the proxy card will vote your shares

For the election of each nominee to the Board of Directors set forth in Proposal No. 1; and

For the ratification of Baker Tilly as our independent registered public accounting firm set forth in Proposal No. 2.

If any other matters come up for a vote at the meeting, the proxy holders will vote the shares they are entitled to vote,
according to the recommendations of the Board of Directors or, if there is no recommendation, at their own discretion.

11
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PROPOSAL NO. 1 — ELECTION OF DIRECTORS

Our Board of Directors presently consists of six directors, each serving a one-year term. The Board of Directors has
nominated and recommends that the Company’s shareholders elect Roger H.D. Lacey, Gerald D. Pint, Richard A.
Primuth, Curtis A. Sampson, Randall D. Sampson and Steven C. Webster. All but Mr. Webster currently serve as a
director. The Board of Directors believes that each nominee will be able to serve as a director. The Board has
determined that each nominee, with the exception of Roger H.D. Lacey, is independent.

Each nominee has indicated his willingness to serve if elected, but if any nominee is unable or unwilling to serve,
proxies may be voted for a substitute nominee designated by the Board. The Company did not receive any shareholder
nominations for director. Proxies cannot be voted for more than the number of nominees named in this Proxy
Statement.

BOARD OF DIRECTORS

The following table sets forth information regarding the director and nominees named above, including information
regarding their principal occupations currently and for the preceding five years.

ROGER H.D. LACEY has been a director since 2008 and is currently the Company’s Vice Chairman and
Chief Executive Officer. Mr. Lacey was Senior Vice President of Strategy and Corporate Development at
The 3M Company from 2009 to his retirement in 2013. He was The 3M Company’s Chief Strategy Officer
and head of Global Mergers and Acquisitions from 2000 to 2013. Mr. Lacey’s career with 3M began in
1975; from 1989 to 2000 he held various senior positions including serving as Division Vice President of
Roger 3M Telecom Division. In addition, Mr. Lacey served as a member of the corporate venture capital board for

H.D. internal and external new venture investments from 2009 to 2013. In addition, he is a Board member of
Lacey Johnsonville Sausage Corporation, a leading US food company, and also a Senior Partner in GCM Capital,
(66) a private equity firm. He is a member of the Board of Governors for Opus Business School, University of

St. Thomas; a visiting Professor of Strategy and Corporate Development, Huddersfield University; a
founding member of the Innovation Lab at MIT; and is a former Vice Chair of Abbott Northwestern
Hospital Foundation. Mr. Lacey brings a unique perspective that combines familiarity with key
telecommunications and data markets around the world combined with deep experience in strategic
planning and business development.

Gerald D. GERALD D. PINT has been a director of CSI since 1997. He is currently a member of the Compensation

Pint (81) Committee. Since 1993, Mr. Pint has provided telecommunications consulting services and served on the
boards of three public companies in addition to CSI: Hector Communications Corporation (2003 to 2006),
Norstan, Inc. (1982 to 1997) and Inventronics Ltd. (1994 to 2004). From 1959 to 1993, Mr. Pint was
employed by The 3M Company and held various sales and management positions at 3M business units that

12
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were engaged in manufacturing and selling electronic and telecommunications products. In particular, from
1976 to 1982, Mr. Pint served as the Division Vice President of 3M’s Telecom Products Division, and from
1982 until his retirement in 1993 he served as Group Vice President of 3M’s Electro Telcom Group. Mr.
Pint’s background in and understanding of production and sales of telecommunications and electronics
products, as well as his executive level management experience, derived from a 34-year career at The 3M
Company, provides a valuable perspective in the Board’s governance of CSI’s telecommunications and data
communications related businesses.

RICHARD A. PRIMUTH was elected as a director in October 2013 and currently serves as Chair of the
Compensation Committee and as a member of the Audit & Finance Committee. For over 40 years, Mr.
Primuth has served as an attorney with the Minneapolis law firm of Lindquist & Vennum LLP, specializing
in business law. He was a partner in this firm from 1977 until December 2011 when he became Of Counsel
to the firm. Mr. Primuth’s business law practice has been heavily focused on representing public and private
corporations, securities offerings, mergers and acquisitions, and other complex business transactions, and
he served as the Company’s primary outside legal counsel from 1983 until he was elected to the Board.
Upon being elected to the Board, he ceased providing any legal services to the Company. The Board of
Directors believes that

13
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Mr. Primuth’s significant experience in corporate governance, public offerings and other financings, capital
markets, SEC compliance and reporting, mergers and acquisitions, spin offs, complex contract
negotiations, and other business law areas, as well as his deep understanding of the Companys, its history,
markets and products, make him a significant resource as a Company director.

CURTIS A. SAMPSON founded the Company in 1969 and has been a director since its inception. He
currently serves as Chair of CSI’s Board. He is also Chairman and a director of Canterbury Park Holding
Corporation, a public company engaged in pari-mutuel and card club wagering. He is also a Regent of
Augsburg College in Minneapolis, Minnesota and a member of the Emeritus Board of Overseers of the
University of Minnesota’s Carlson School of Management. Mr. Sampson was CSI’s Chief Executive Officer
from 1969 to June 2007, when he retired from full time executive responsibilities. While CEO, in addition
to providing leadership to CSI’s operations, Mr. Sampson managed numerous acquisitions and divestitures,
including spin offs of two internally developed business units that were subsequently sold in transactions
generating an aggregate of approximately $200 million in cash for their shareholders. Over the course of
his career, Mr. Sampson has also served on other non-profit boards, telephone industry association boards
and private company boards, including service as a director of the following public companies: Hector
Communications Corporation (2003 to 2006), Nature Vision, Inc. (2001 to 2009) and North American
Communications Corporation (1986 to 1988). The distinctive perspective Mr. C.A. Sampson brings to the
Board is his knowledge, gained over 40 years leading the Company, of CSI’s business, operations, markets,
vendors, customers and employees in combination with his experience in business acquisitions and
divestitures, perspective gained from serving on other boards and extensive executive management
experience.

RANDALL D. SAMPSON has been a director since 1999. He currently serves as Chair of the Audit &
Finance Committee, and also is a member of the Compensation Committee. Mr. R.D. Sampson is the son
of C.A. Sampson. Mr. R.D. Sampson is the President, Chief Executive Officer, and a Board member, of
Canterbury Park Holding Corporation (“CPHC”), positions he has held since 1994. CPHC is a public
company based in Shakopee Minnesota that, led by R.D. Sampson, re-launched a failed pari-mutuel race
track and stimulated the revival of Minnesota’s horse breeding and training industries. Under his
leadership, the Canterbury Park Racetrack has become a unique, family-friendly venue for live horse races
and other entertainment, as well as pari-mutuel and card club wagering. Before becoming one of the three
co-founders of CPHC in 1994, and after graduating from college with a degree in accounting, Mr.
Sampson worked for five years in the audit department of a large public accounting firm where he earned
his CPA certification, subsequently gained experience as a controller of a private company, served as a
chief financial officer of a public company and managed Sampson family interests in horse breeding and
training. The challenging nature of Canterbury Park’s business has demanded from its CEO an
entrepreneurial mindset, attention to expense control, continuous innovation in marketing, and attention to
the needs of customers, which, along with other qualities, Mr. R.D. Sampson uniquely brings to the
governance responsibilities of the CSI Board.

14
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STEVEN C. WEBSTER is a nominee for election at the Annual Meeting. Since July 2013, Mr. Webster
has served as Senior Fellow and Spencer Chair in Technology Management at the University of Minnesota.
In this capacity, he teaches graduate classes in innovation for mid-career professionals and in business
basics for graduate students in science and technology. From May 2005 to October 2012, Mr. Webster was
Vice President of Research and Technology Commercialization for The 3M Company’s Display and
Graphics Business. In that role, he had responsibility for about 1,000 technical professionals worldwide,
setting technology strategy and guiding key programs for a $4 billion global business. He directly led
laboratories in Saint Paul, Minnesota; Austin, Texas; and Singapore. Over his 31-year career with 3M, Mr.
Webster also held the executive position leading the global deployment of 3M Six Sigma; held R&D
leadership roles in display technology, optical films, telecommunications, data storage and optical
recording; and had business responsibility for fiber optics and test systems products in the 3M Telecom
Systems Division. Prior to joining 3M, Mr. Webster was a Member of Technical Staff at Bell Laboratories
in Holmdel New Jersey, from 1979 to 1981, where he worked on the first commercial fiber optics
transmission system. Mr. Webster received a Master of Science in electrical engineering and computer
science and a Bachelor of Science in electrical engineering from MIT in 1979. Mr. Webster currently serves
on the Board of Directors and Executive Committee of the Guthrie Theater, and on the MIT Undergraduate
Practice Opportunities Program Advisory Board. Mr. Webster brings deep experience in new product
development, an understanding of telecommunications technology and business dynamics, expertise in the
application of Six Sigma to improve business processes and significant executive level management skill,
all qualities that will strengthen the Board’s oversight of the Company’s businesses.

Steven C.
Webster
(60)

Retiring Director

In addition to these nominees, Luella G. Goldberg is retiring as a Company director effective as of the date of the
Annual Meeting. Ms. Goldberg has served as a Company director since 1997. During her 20 years of distinguished
service, Ms. Goldberg served on the Audit & Finance Committee (and predecessor committees) for 16 years and
served on the Compensation Committee for 12 years. Ms. Goldberg also served on the Company’s Governance and
Nominating Committee from 2005 until 2014, including five years as Chair, and has served as Lead Governance
Director since 2014.

Vote Required

Directors are elected by a plurality of the votes cast. Therefore, the six nominees who receive the highest number of
votes will be elected as directors.

Recommendation of the Board
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The Board unanimously recommends that you vote “FOR” the election of each of the nominees named above as a
director.

16
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PROPOSAL NO. 2 — RATIFICATION OF INDEPENDENT REGISTERED
PUBLIC ACCOUNTING FIRM

The Audit & Finance Committee has selected Baker Tilly Virchow Krause, LLP as our independent registered public
accounting firm for the fiscal year ending December 31, 2017. While the Audit & Finance Committee retains the sole
authority to retain, compensate, oversee and terminate the independent registered public accounting firm, the Audit &
Finance Committee is submitting the appointment of Baker Tilly Virchow Krause, LLP as our independent registered
public accountants for ratification. In the event the shareholders do not ratify the appointment of Baker Tilly Virchow
Krause, LLP, the Audit & Finance Committee will reconsider the selection.

Vote Required

Approval of this Proposal 2 requires the affirmative vote of the holders of a majority of the shares present, in person
or by proxy, and entitled to vote on Proposal 2.

The Board of Directors Recommends Shareholders Vote FOR
Proposal 2: Ratification of the Appointment of Baker Tilly Virchow Krause, LLP

RELATIONSHIP WITH INDEPENDENT ACCOUNTANTS

On March 6, 2017, we engaged Baker Tilly Virchow Krause, LLP to serve as our independent registered public
accounting firm for the fiscal year ended December 31, 2017. On March 6, 2017, we also dismissed Deloitte &
Touche LLP as our independent registered public accounting firm, effective upon completion of the audit of the
Company financial statements for the year ended December 31, 2016. Both the engagement of Baker Tilly Virchow
Krause, LLP and dismissal of Deloitte & Touche LLP were approved by the Audit & Finance Committee, which has
sole authority and responsibility with respect to the selection, engagement and dismissal of the Company independent
registered public accounting firm. The Committee is asking the shareholders to ratify the appointment of Baker Tilly
Virchow Krause, LLP for the year ended December 31, 2017 in Proposal 2.

During the two most recent fiscal years and the subsequent interim period through March 31, 2017, when the
Company filed its Form 10-K for the year ended December 31, 2016, there have been no disagreements between us
and Deloitte & Touche LLP on any matter of accounting principles or practices, financial statement disclosure, or
auditing scope or procedure, which disagreements if not resolved to the satisfaction of Deloitte & Touche LLP would
have caused Deloitte & Touche LLP to make reference thereto in its reports on the financial statements for these
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years. During the two most recent fiscal years and the subsequent interim period through March 31, 2017, there have
been no reportable events (as defined in Item 304(a)(1)(v)) of Regulation S-K). Neither of the reports of Deloitte &
Touche LLP on the financial statements for the fiscal years ended December 31, 2016 and 2015 contained an adverse
opinion or disclaimer of opinion, or was qualified or modified as to uncertainty, audit scope or accounting principles.
During the fiscal years ended December 31, 2016 and 2015 and the subsequent interim period through March 31,
2017, we did not consult with Baker Tilly Virchow Krause, LLP regarding any matters described in Item 304(a)(2)(i)
or (ii) of Regulation S-K.

We expect representatives of Baker Tilly Virchow Krause, LLP to be present at the Annual Meeting of Shareholders.
These representatives will have the opportunity to make a statement if they desire to do so and will be available to
respond to appropriate questions.

18
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INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM FEES AND SERVICES

The following is a summary of the fees billed to the Company by Deloitte & Touche LLP for professional services
rendered for the fiscal years ended December 31, 2016 and 2015. The Audit & Finance Committee considered and
discussed with Deloitte & Touche LLP the provision of non-audit services to the Company and the compatibility of
providing these services with maintaining its independence as the Company’s auditor.

Fee Category 2016 2015
Audit Fees $581,260 $503,000
Audit-Related Fees 0 0

Tax Fees 4,000 6,875
All Other Fees 2,000 2,000
Total Fees $587,260 $511,875

Audit Fees. This category consists of fees billed for professional services rendered for the audit of the Company’s
annual financial statements, review of financial statements included in our quarterly reports, and statutory audit of the
Company’s U.K.-based Austin Taylor subsidiary.

Audit-Related Fees. This category consists of fees billed for assurance and related services, such as the Company’s
employee benefit plan audits that are reasonably related to the performance of the audit or review of the Company’s
financial statements and are not otherwise reported under “Audit Fees.”

Tax Fees. This category consists of fees billed for professional services for tax compliance, tax advice and tax
planning. Assistance regarding federal and state tax compliance and acquisitions are provided to the Company by
McGladrey LLP. The amounts presented in the table above represent international tax compliance service.

All Other Fees. All other fees are fees for products and services other than those listed above.

Audit & Finance Committee Pre-approval Policies and Procedures
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In addition to approving the engagement of the independent registered public accounting firm to audit the Company’s
consolidated financial statements, the policy of the Audit & Finance Committee is to approve all use of the Company’s
independent registered public accounting firm for non-audit services prior to any such engagement. To minimize
relationships that could appear to impair the objectivity of the independent registered public accounting firm, the
policy of the Committee is to restrict the non-audit services that may be provided to the Company by the Company’s
independent registered public accounting firm primarily to tax services, merger and acquisition due diligence and
integration services, and any other services that can clearly be designated as “non-audit” services.

Audit & Finance Committee Report

The Audit & Finance Committee is responsible for independent, objective oversight of the Company’s financial
accounting and reporting by overseeing the system of internal controls established by management and monitoring the
participation of management and the independent registered public accounting firm in the financial reporting process.

The Audit & Finance Committee held five meetings in 2016. The meetings were designed to facilitate and encourage
private communication between the Committee and Deloitte & Touche LLP.

During the meetings, the Committee reviewed and discussed the Company’s financial statements with management
and Deloitte & Touche LLP. Management represented to the Committee that the Company’s consolidated financial
statements were prepared in accordance with generally accepted accounting principles, and the Audit & Finance
Committee has reviewed and discussed the consolidated financial statements with management and the independent
accountants. The discussions with Deloitte & Touche LLP also included the matters required by Statement on
Auditing Standards (“SAS”) No. 61 (Communication with Audit Committees), as amended by SAS 89 and 90 (Audit
Committee Communications).
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Deloitte & Touche LLP provided to the Committee the written disclosures and the letter regarding its independence as
required by Independence Standards Board Standard No. 1 (Independence Discussions with Audit Committees), and
this information was discussed with Deloitte & Touche LLP.

Based on the discussions with management and Deloitte & Touche LLP, the Committee’s review of the representations
of management and the report of the Deloitte & Touche LLP, the Audit & Finance Committee recommended to the
Board that the audited consolidated financial statements be included in the Company’s Annual Report on Form 10-K
for the year ended December 31, 2016, filed with the Securities and Exchange Commission.

Submitted by the Audit & Finance Committee of the Company’s Board of Directors

Randall D. Sampson (Chair) Luella Gross Goldberg Richard A. Primuth

CORPORATE GOVERNANCE AND BOARD MATTERS

General Information

Our Board is committed to sound and effective corporate governance practices. Our governance policies are consistent
with applicable provisions of the rules of the SEC and the listing standards of the NASDAQ Stock Market
(“NASDAQ”). We also periodically review our governance policies and practices in comparison to those suggested by
authorities in corporate governance and the practices of other public companies.

You can access our corporate governance charters and other related materials by following links on the “Corporate
Governance” page of our website http://commsystems.com.

The Board, Board Committees and Meetings

Meeting Attendance. Our Board meets regularly during the year to review matters affecting our Company and to act
on matters requiring Board approval. Each of our directors is expected to make a reasonable effort to attend all
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meetings of the Board, applicable committee meetings and our annual meeting of shareholders. During 2016, the
Board met seven times. Each director attended at least 75% of the meetings of the Board and committees on which he
or she served, and all directors attended the 2016 Annual Meeting of Shareholders.

Board Committees. Our Board has established two standing committees: Audit & Finance and Compensation. Only
members of the Board serve on these committees. Following is information about each committee:

Audit & Finance Committee. The Audit & Finance Committee is responsible for the engagement, retention and
replacement of the independent registered public accounting firm, approval of transactions between the Company and
a director or executive officer unrelated to service as a director or officer, approval of non-audit services provided by
the Company’s independent registered public accounting firm, oversight of the Company’s internal controls and the
receipt, retention and treatment of complaints regarding accounting, internal controls and auditing matters. The
Company’s independent registered public accounting firm, reports directly to the Audit & Finance Committee. The
Audit & Finance Committee operates under a formal charter that is reviewed annually and was most recently revised
amended on November 3, 2016. The current members of the Audit & Finance Committee are Luella G. Goldberg,
Richard A. Primuth, and Randall D. Sampson (Chair). Ms. Goldberg, Mr. Primuth and Mr. Sampson are each
independent under SEC Rules and NASDAQ listing standards. In addition, the Board has determined that Randall D.
Sampson qualifies as the Committee’s financial expert. The Audit & Finance Committee met five times during 2016.

Compensation Committee. The Compensation Committee is responsible for the overall compensation strategy and
policies of the Company; reviews and approves the compensation and other terms of employment of the Company’s
chief executive officer and other executive officers, subject to final Board approval; oversees the establishment of
performance goals and objectives for the Company’s executive officers; administers the Company’s incentive
compensation plans, including the Company 2011 Incentive Stock Plan; considers the adoption of other or additional
compensation plans; and provides oversight and final determinations with respect to the Company’s 401(k) plan,
employee stock ownership plan and other similar employee benefit plans. The Committee operates under a
Board-approved charter that is reviewed annually and was most recently amended on March 7, 2014. The current
members of the Compensation Committee are Gerald D. Pint, Richard A. Primuth (Chair) and Randall D. Sampson.
Each Compensation Committee member is independent under NASDAQ standards. The Committee met three times in
2016.

10
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Director Independence

The Board has adopted director independence guidelines that conform to the definitions of “independence” set forth in
Section 301 of the Sarbanes-Oxley Act of 2002, Rule 10A-3 under the Securities Exchange Act of 1934 and listing
standards of NASDAQ. In accordance with these guidelines, the Board has reviewed and considered facts and
circumstances relevant to the independence of each of our directors and director nominees and has determined that
each of the following incumbent directors qualifies as “independent” under NASDAQ listing standards: Luella G.
Goldberg, Gerald D. Pint, Richard A. Primuth, Curtis A. Sampson and Randall D. Sampson.

Selecting Nominees for Election to the Board

In selecting nominees for election to the Board at the 2017 Annual Shareholders Meeting, Lead Governance Director
Luella Goldberg (an independent director) in consultation with the Board Chair and the Compensation Committee
Chair (both independent directors) assessed the existing Board, in part to ensure the Board reflects an appropriate
balance of knowledge, experience, skills, expertise, diversity, and independence to enable the Board to meet the
challenges it may confront. These directors also reviewed the Board composition to determine the qualifications and
areas of expertise needed to further enhance the Board’s ability to fulfill its responsibilities. After this consultation, Ms.
Goldberg, on behalf of herself and the Board Chair and Compensation Committee Chair, recommended to the full
Board that the five existing directors be nominated for reelection and that Mr. Webster be nominated for election at

the 2017 Annual Meeting of Shareholders.

Although the Board does not have a formal policy regarding diversity, in addition to minimum requirements of
integrity, ability to make independent analytical inquiries, personal health and a willingness to devote adequate time
and effort to Board responsibilities, the Board seeks individuals who reflect diversity in background, education,
business experience, skills, business relationships and associations and other factors that will contribute to the Board’s
govern
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