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Item 2.02 Results of Operations and Financial Condition

Recent Developments (preliminary and unaudited)

The consolidated financial statements of Casa Systems, Inc. (the “Company”) for its fiscal quarter ended March 31, 2018 are not yet available. Accordingly,
the financial results it presents below are preliminary and subject to the completion of its financial closing procedures and any adjustments that may result
from the completion of the quarterly review of its consolidated financial statements. As a result, these preliminary results may differ from the actual results
that will be reflected in its consolidated financial statements for the quarter when they are completed and publicly disclosed. These preliminary results may
change and those changes may be material.

The Company’s expectations with respect to its unaudited results for the period discussed below are based upon management estimates and are the
responsibility of management. The Company’s independent registered public accounting firm has not audited, reviewed or performed any procedures with
respect to these preliminary results and, accordingly, does not express an opinion or any other form of assurance about them.

Although the results of the Company’s fiscal quarter ended March 31, 2018 are not yet finalized, the following information reflects its preliminary
expectations with respect to such results based on currently available information:
 

 
•  Revenue is expected to be between $88.0 million and $89.0 million, representing an increase of 21.0% to 22.4% as compared to revenue of

$72.7 million for the three months ended March 31, 2017. The year-over-year quarterly increase was primarily attributable to an increase in sales
of its broadband products to existing customers in North America and Asia-Pacific.

 

 

•  Net income is expected to be between $17.2 million and $17.7 million, representing a decrease of 5.5% to 2.7% as compared to net income of
$18.2 million for the three months ended March 31, 2017. The year-over-year quarterly decrease in net income was primarily attributable to a
reduction in gross margin, due to an increase in sales of its hardware-based broadband products, and an increase in operating expenses due to an
increase in headcount, stock-based compensation and expenditures for new product development.

 

 

•  Non-GAAP net income is expected to be between $21.0 million and $21.5 million, representing an increase of 5.5% to 8.0% as compared to
non-GAAP net income of $19.9 million for the three months ended March 31, 2017. The year-over-year quarterly increase in non-GAAP net
income was primarily attributable to an increase in sales of its broadband products, partially offset by a reduction in gross margin, due to an
increase in sales of hardware-based broadband products, and an increase in operating expenses due to an increase in headcount and expenditures
for new product development.

The estimates above represent the most current information available to management. A range for the preliminary results described above is provided because
the Company’s financial closing procedures for the month and quarter ended March 31, 2018 are not yet complete.

Non-GAAP Financial Measures

To supplement the Company’s consolidated financial statements presented in accordance with generally accepted accounting principles (“GAAP”), the
Company monitors and considers non-GAAP net income. This non-GAAP financial measure is not based on any standardized methodology prescribed by
GAAP and is not necessarily comparable to similarly titled measures presented by other companies.

The Company defines non-GAAP net income as net income as reported in its consolidated statements of operations, excluding the impact of stock-based
compensation expense and changes in the fair value of warrant liability, both of which are non-cash charges, and the tax effect of those excluded items based
on the application of its effective income tax rate for the period, and excluding the impact of the U.S. Tax Cuts and Jobs Act of 2017, which is a one-time
non-recurring charge, and the actual tax charge for this excluded item. The Company has presented non-GAAP net income because it is a key measure used
by the Company’s management and board of directors to understand



and evaluate its operating performance, to establish budgets and to develop operational goals for managing its business. The presentation of non-GAAP net
income also allows its management and board of directors to make additional comparisons of its results of operations to other companies in its industry.

The Company uses this non-GAAP financial measure to evaluate its operating performance and trends and make planning decisions. The Company believes
that this non-GAAP financial measure helps identify underlying trends in its business that could otherwise be masked by the effect of the expenses that it
excludes in the calculations of each non-GAAP financial measure. Accordingly, the Company believes that this financial measure provides useful information
to investors and others in understanding and evaluating its operating results, enhancing the overall understanding of its past performance and future prospects.

The Company’s non-GAAP financial measure is not prepared in accordance with GAAP, and should not be considered in isolation of, or as an alternative to,
measures prepared in accordance with GAAP. There are a number of limitations related to the use of these non-GAAP financial measures rather than the most
directly comparable financial measures calculated and presented in accordance with GAAP. Some of these limitations are:
 

 •  The Company excludes stock-based compensation expense from non-GAAP net income as it has recently been, and will continue to be for the
foreseeable future, a significant recurring non-cash expense for the Company’s business and an important part of its compensation strategy;

 

 •  The Company excludes the impact of the U.S. Tax Cuts and Jobs Act of 2017 from non-GAAP net income, although it represents a significant
cash expense, because it is a one-time non-recurring charge; and

 

 
•  Other companies, including companies in the Company’s industry, may not use non-GAAP net income, or may calculate non-GAAP net income

in a different manner than the Company does, or may use other non-GAAP financial measures to evaluate their performance, all of which could
reduce the usefulness of this non-GAAP financial measure as a comparative measure.

In addition, other companies may use other measures to evaluate their performance, all of which could reduce the usefulness of the Company’s non-GAAP
financial measures as tools for comparison.

The following tables reconcile non-GAAP net income and adjusted EBITDA to net income, the most directly comparable financial measure calculated and
presented in accordance with GAAP.
 

   
Three Months Ended March 31, 2018

(Projected)    Three Months Ended
March 31, 2017 (Actual)    Low    High    

   (in thousands)  
Net income   $ 17,190   $ 17,730   $ 18,154 

Stock-based compensation    4,230    4,230    1,900 
Tax effect of excluded items    (423)    (423)    (109) 

    
 

    
 

    
 

Non-GAAP net income   $ 20,997   $ 21,537   $ 19,945 
    

 

    

 

    

 

 
Item 8.01 Other Events

The full text of a press release issued by Casa Systems, Inc. on April 23, 2018, announcing a proposed underwritten public offering is attached as Exhibit 99.1
hereto and is incorporated herein by reference.

 
Item 9.01 Financial Statements and Exhibits

(d) Exhibits



Exhibit
No.   Description

99.1   Press release dated April 23, 2018.



SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.
 

  CASA SYSTEMS, INC.

Date: April 23, 2018   By:  /s/ Gary Hall
   Gary Hall
   Chief Financial Officer



Exhibit 99.1

Casa Systems Announces Launch of Proposed Public Offering

Also Announces Partial Lock-Up Release

ANDOVER, Mass., April 23, 2018 (GLOBE NEWSWIRE) — Casa Systems, Inc. (NASDAQ:CASA), a provider of software-centric solutions for next
generation centralized, distributed and virtualized architectures for cable broadband, fixed-line broadband and wireless networks, today announced that it has
commenced a follow-on public offering of 7,350,000 shares of common stock pursuant to a registration statement on Form S-1 filed with the Securities and
Exchange Commission. All of the shares are being offered by certain stockholders of the company. In addition, the underwriters have been granted a 30-day
option to purchase up to an additional 1,102,500 shares of common stock from the selling stockholders. The company will not receive any of the proceeds
from the sale of shares by the selling stockholders.

In connection with the public offering, Morgan Stanley & Co. LLC, on behalf of the underwriters for the company’s initial public offering, has agreed to
release the restrictions under the lock-up agreements entered into in connection with the Company’s initial public offering with respect to 8,452,500 shares to
be sold by the selling stockholders in the offering (including the shares to be sold pursuant to the underwriters’ option) and 2,343,071 shares outstanding or
issuable upon exercise of vested options held by existing stockholders and optionholders who are not participating in the offering. The release will take effect
concurrently with the offering. The lock-up restrictions for the remaining shares under the lock-up agreements entered into in the company’s initial public
offering shall otherwise remain in full force and effect. In addition, the company, its directors and executive officers, and all selling stockholders have agreed
to additional lock-up agreements that will restrict dispositions of their securities until 90 days after the pricing date of this follow-on offering.

Morgan Stanley & Co. LLC and Barclays Capital Inc. are acting as joint book-running managers for the offering, with Raymond James & Associates, Inc.
and Stifel, Nicolaus & Company, Incorporated, acting as passive book-runners, and Macquarie Capital (USA) Inc., Northland Securities, Inc. and William
Blair & Company, L.L.C. acting as co-managers.

This offering is being made only by means of a prospectus. A copy of the preliminary prospectus relating to the offering may be obtained, when available,
from Morgan Stanley & Co. LLC, Attention: Prospectus Department, 180 Varick Street, 2nd Floor, New York, New York 10014; or Barclays Capital Inc.,
Attention: Broadridge Financial Solutions, 1155 Long Island Avenue, Edgewood, NY 11717, by telephone at 888-603-5847 or by email at
barclaysprospectus@broadridge.com.

A registration statement relating to these securities has been filed with the Securities and Exchange Commission but has not yet become effective. Copies of
the registration statement can be accessed by visiting the Securities and Exchange Commission website at www.sec.gov. The securities may not be sold nor
may offers to buy be accepted prior to the time that the registration statement becomes effective.



This press release shall not constitute an offer to sell or the solicitation of an offer to buy, nor shall there be any sale of, these securities in any state or
jurisdiction in which such offer, solicitation or sale would be unlawful prior to the registration or qualification under the securities laws of such state or
jurisdiction.

About Casa Systems

Casa Systems, Inc. (NASDAQ:CASA) provides software solutions that enable cable broadband, fixed broadband, and wireless providers to meet the growing
demand for gigabit bandwidth and services. We provide a suite of software-centric infrastructure solutions that allow cable service providers to deliver voice,
video and data services over a single platform at multi-gigabit speeds. In addition, we offer solutions for next-generation centralized, distributed and
virtualized architectures for cable, fixed telecom and wireless networks. Our solutions are commercially deployed in over 70 countries serving more than 450
customers, including regional broadband service providers as well as some of the world’s largest Tier 1 broadband service providers.

Media Contact:
Alicia Thomas
Casa Systems
817-909-8921
Alicia.thomas@casa-systems.com

Jeff Fox
The Blueshirt Group
415-828-8298
jeff@blueshirtgroup.com

Investor Contact:
Monica Gould
The Blueshirt Group
212-871-3927


