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Average Daily Volume (M) 550.19
52-Week Range 2.75-5.38
Shares Outstanding (M) 176.54
Market Cap (M) 686.76
Enterprise Value (M) 1,035.56
Total Cash (M), mrq 60.45
Total Debt (M) 409.25
Total Debt to Cap 52.50%
Estimates |

FYE: Dec 2025E 2026E
EPS a1 ($0.03)A

Q2 $0.05

Q3 $0.06

Q4 $0.16

FY $0.25 $0.37
P/E 15.6x 10.5x
Rev (M) a1 $181.28A

Q2 $220.58A

Q3 $219.77

Q4 $258.32

FY $879.95 $928.64
EV/Sales 1.2x 1.1x
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As of July 24, 2025. Source: E-Trade.

July 25, 2025

Ribbon Prints a Solid 2Q, But Guidance for 3Q
Points to Some Margin Pressure.

Reiterate BUY Rating and $6.50 Price Target.

Strong 2Q print. Revenue was $221M, compared to $193M for
2Q of 2024, and up 15% year-over-year. Our total revenue
estimate was $214M. Non-GAAP EPS was $S0.05 versus our
$0.07 and the Street’s $0.05 estimate, mostly due to higher
OpEx levels.

Robust demand across the board. Demand in the North
American market was better than expected across both
Service Provider and Enterprise market verticals. Overseas,
Ribbon also saw accelerating momentum in its IP Optical
business in India and North America, supporting fiber and
mobile network expansion. Management indicated on the
earnings call that visibility into 2H’25 and into next year is
good, and that it is expecting a strong finish to 2025 in 4Q.

Deferred revenue up again. RBBN’s deferred revenue (some of
which correlates to order backlog) was up significantly
quarter-over-quarter at the end of 2Q, to $31.7M versus
$23.5M at the end of 1Q, and $20.9M at YE’24. Although
management stated that Book-to-Bill ratio at the end of 2Q
was simply >1, we believe that the significant acceleration of
deferred revenue in 2Q represents a foundation for an
unusually strong finish to 2025 in 4Q.

Some margin pressure is likely in 2H’25. Non-GAAP gross

margin was 52.1%, compared to 54.4% for 2Q of 2024. Our
estimate was 51.8%. The decrease was a function of both a
higher Service & Support revenue contribution, as well as a
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higher percentage of hardware sales in the quarter. But the silver lining here, we believe, is that higher
hardware sales usually presage a shift to higher software sales later in the deployment cycle, pointing
to a high likelihood of margin acceleration a couple of quarters out. This is a normal trajectory in the
carrier network space, as the hardware installed base gets populated with plug-in modules or
additional software, all of which tend to carry higher margins.

Guidance: A strong finish to the year. Management guided to a seasonally stronger second half with
revenue increasing 15% to 20% as compared to first half results, similar to FY 2024. The Company
continues to project revenue in line with full year guidance of $870M to $890M and stated that
visibility to this target remains good. Focusing on 3Q, management expects the business to look very
similar to the strong 2Q.

In the Cloud & Edge segment, Ribbon is projecting revenue consistent with last year and in a similar
range to 2Q of this year. Management expects higher sales to a variety of enterprise and U.S. federal
customers, offsetting lower shipments in 3Q to U.S. Tier 1 service providers. Verizon deployments are
expected to continue at a very strong pace with strong professional service revenue, but lower
equipment and software revenue in 3Q. The Company is still early in the initial phase of that multiyear
program, as well as another large potential opportunity as Verizon completes the acquisition of Frontier
Communications. In the IP Optical segment, management is projecting 5% to 10% year-over-year
growth in 3Q.

Ribbon is now a Verizon vassal, and that’s good for the company —in the beginning. In 2Q, Verizon
Communications was not only Ribbon’s largest customer but accounted for close to 20% of Ribbon’s
total revenue number of $221M. Telecom/service provider revenue grew a significant 28% year-over-
year in the Company’s Cloud & Edge segment, with Verizon dominating the customer list. (Overall,
among other Tier 1 carriers, AT&T was a Top 5 customer, as was Lumen Technologies). Ribbon is now a
key strategic supplier for Verizon’s multi-year voice transformation program, focused on replacing
hundreds of legacy central office switches. The company is also working with Verizon to virtualize their
existing wireline voice softswitch cores with its Virtual C20 Call Controller and the Neptune Router for
IP traffic aggregation.

We view Ribbon’s growing dependence on Verizon as initially a positive, as the company finally enters
the “big leagues” of optical transport and next-generation switching, traditionally dominated by the
likes of Nokia and Ciena. With the competitive landscape of major carrier suppliers continuing to shrink
(more recently with the exit of Huawei from the Western carrier markets), Ribbon is increasingly well-
positioned to fill those voids and continue to gain carrier market share, we believe. However, Verizon
Communications is notorious for relentlessly driving its strategic vendors to provide more for less, often
driving them towards reduced profitability and increased R&D spending. Over time, we hope that
Ribbon does not fall victim to such tactics and continues to maintain a healthy customer balance
between carrier, enterprise, and data center customers.

Changes to our model. We are making only minor adjustments to our estimates, primarily in 3Q. Our
YE’25 estimate is $879.9M/$0.25 (non-GAAP), and our YE’26 estimate is $928.6M/50.37. We are
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modeling a slight dip in gross margin in 2H’25, followed by a gradual rebound in 2026 as the revenue
mix shifts back towards higher software content and away from Service & Support.

RBBN shares are currently oversold, we believe. Shares sold off after the 2Q print and are attractively
valued, we believe. They are currently trading at 10-11x our FY 2026 non-GAAP EPS estimate of $0.37,
versus the peer average of >20x. Our $6.50 price target assumes a full valuation P/E multiple of ~17-18x
our FY 2026 estimate, which is still below the current peer group average forward P/E multiple.

Company Overview

Ribbon Communications Inc. (Nasdaqg: RBBN) is a global provider of secure cloud communications and
IP and optical networking solutions. The Company plays a crucial role in helping service providers,
enterprises, and critical infrastructure sectors modernize their networks to meet the increasing
demands of data-intensive and mission-critical communications infrastructure. Ribbon's market focus is
heavily centered on network transformation, driven by key trends: the proliferation of 5G and loT
devices, the critical need for low-latency data processing, and the ever-growing demand for bandwidth.
These drivers are particularly evident in the North American market, where significant expansion is
occurring across cloud computing, edge computing, and IP optical networks. Ribbon's solutions are
designed to enable this evolution, supporting everything from modern cloud-based voice services to
high-capacity optical transport for 5G backhaul and data center interconnects. Ribbon serves a diverse
global customer base exceeding 1,000, including major Tier One service providers, federal defense
agencies, enterprise customers, and participants in rural broadband initiatives. A core part of Ribbon's
strategy is leveraging these relationships to cross-sell solutions across its portfolio. This involves
integrating offerings, such as combining IP routing with voice transformation products for service
providers or bundling hardware and software for enterprise secure communications. Strategic
partnerships, like the significant voice network modernization project with Verizon, and participation in
government-backed programs, including the U.S. BEAD program for rural broadband, are key drivers for
both revenue growth and cross-selling opportunities. By providing integrated solutions and capitalizing
on network modernization trends across various sectors, Ribbon is strategically positioned for
continued growth and expansion.
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Ribbon Communications Inc.
(RBBN-NASDAQ)
GAAP Basis Dec'22 | Dec'23 | Mar'24 Jun'24 Sep'24 Dec'24 | Dec'24 [ Mar'25 Jun'25 Sep'25E Dec'25E [Dec'25 E[Dec'26 H
FY FY Q1 Q2 Q3 Q4 FY Q1 Q2 Q3 Q4 FYE FYE
Revenue:
Product 442,68 | 445.15| 87.61 99.13  112.15 " 148.34 | 447.23 81.99  115.06 117.76 154.27 | 469.07 | 497.22
Service 377.08 | 381.19 | 92.05 9349  98.09 " 103.02 | 386.65 99.29  105.53 102.01 104.05 | 410.88 | 431.42
Total Revenue 819.76 | 826.34 | 179.66 192.62 210.24 251.36 | 833.88 | 181.28  220.58 219.77 258.32 | 879.95  928.64
Revenue Growth (%):
Year/Year 1% -3% -9% 3% 11% 1% 1% 15% 5% 3% 6% 5.5%
Quarter/Quarter NA -21% 7% 9% 20% NA -27.9% 21.7% -0.4% 17.5% NA NA
Cost of Revenue:
Total cost of revenue 418.82 | 41826 | 87.71 94.75 100.62 111.29 | 394.37 98.91 111.28 115.78 128.38 | 454.35 | 469.67
Gross profit 400.94 | 408.08 | 91.96  97.87 109.62 140.07 | 439.51 82.37  109.31 103.98 129.95| 425.61 | 458.97
Gross Margin (%): 49% 49% 51% 51% 52% 56% 53%| 454%  49.6% 47.3% 50.3%| 48.4%| 49.4%
Operating expenses:
Research and development 203.68| 190.66| 4576 4349  4565° 4504 | 179.94| 4357 44.70 44.53 49.08 [ 181.88 | 185.73
Sales and marketing 147.77 | 137.46 34.72 3298 3306 " 37.07| 137.83 31.79 32.54 32.42 36.17 [ 132.91 | 139.30
General and administrative 51.05| 54.96 15.19 1490 21597 17.06 68.74 15.13 16.63 16.57 18.08 [ 66.41 74.29
Amortization of acquired intangible assets 29.65 28.60 6.71 6.51 646 7  6.30 25.97 6.16 5.98 5.98 598 [ 24.08 24.08
Acquisition-, disposal- and integration-related 6.29 4.48 " - - 3.90 - - 3.90 -
Restructuring and related 10.83 16.21 3.07 1.92 3797 138 10.16 5.34 1.35 1.35 135 938 9.38
Total operating expenses 449.26 | 432.37 | 105.44 99.80 110.54 106.85| 42264 | 101.98  105.08 100.84 110.65 | 418.55 | 432.78
EBIT (Operating Income) (48.32)( (24.29)| (13.49) (1.93) (0.93) 33.22 16.87 (19.61)[ 4.23 3.15 19.30 7.06 | 26.19
Interest expense, net (19.78)| (27.32)| (5.99) (3.88) (11.95)" (12.00)| (33.82)| (10.50) (10.98) (10.50) (10.50)[ (42.48)| (42.00)
Other expense, net (44.50) (3.77)| (7.51)  (9.50) 1.06  (13.16)] (29.12) 3.13 (2.18) (3.00) (3.00)] (5.05)] (5.00)
Loss before income taxes (Pretax Income) (112.60)] (55.37)] (26.99) (15.32) (11.82)” 8.06| (46.07)] (26.98)] (8.93) (10.35) 5.80 [ (40.47)| (20.81)

Income tax (provision) benefit 1452 (1083)] (338) (1.50) (1.60) (1.69) (8.17) 0.75 (2.18) (1.24) 0.70 (1.98)

Tax % -14.8%| 16.4%| 11.1% 89% 11.9% -26.6%| 15.1% -2.9% 19.6% 12.0% 12.0% 4.7% 0.0%
Net Income (98.08)( (66.21)| (30.36) (16.82) (13.42) 6.36 | (54.24)| (26.23) (11.12) (11.59) 6.49 | (42.45)[ (20.81)
Non-GAAP Adjustments 11543 | 102.05| 29.27 2534 2191 21.92 98.43 21.65 20.73 22.00 22.00 86.37 | 86.37
Net Income (Non-GAAP) 17.35| 35.85 (1.10) 8.52 8.49 2828 | 44.19 (4.58) 9.61 10.41 28.49 43.93 | 65.57
Per Share

EPS (GAAP) (0.63)] (0.39)| (0.18)  (0.10)  (0.08) 0.04 (0.31) (0.15) (0.06) (0.07) 0.04 (0.24)] (0.12)
Shares Outstanding 157 170 172 174 175" 174 174 176 177 177 177 177 177
EPS (Non-GAAP) 0.11 0.21 (0.01) 0.05 0.05 0.16 0.25 (0.03) 0.05 " 0.06 ~ 0.16 0.25 0.37
Shares Outstanding 157 170 172 174 175 174 174 176 177 177 177 | 176.75[ 177.15

Source: Company reports; Kingswood Capital Partners estimates.
All figures in millions of U.S. Dollars except % and per share items

Risks to Price Target

Company-specific risks to the target price include:

Technological differentiation. Despite Ribbon's positive trajectory, several risks warrant investor
attention. The competitive landscape in both Cloud & Edge and IP Optical Networks segments remains
intense, with numerous established players and emerging competitors. Ribbon must continue investing
in innovation to maintain technological differentiation.

Growth might be subdued. The disparity in segment performance, with Cloud & Edge showing strong
growth while IP Optical Networks experienced revenue decline, presents a balanced growth challenge.
Management must address the underperforming segment while maintaining momentum in the

stronger business unit.

Customer concentration. Given Ribbon's customer base, which includes major service providers, large
enterprises, and U.S. federal defense agencies (noted as a primary revenue driver), a high degree of
reliance on a few key accounts could expose the company to volatility. Top 10 customers account for

40% of revenue.
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Competition risk. A significant factor for technology companies like Ribbon Communications, operating
in dynamic markets such as telecommunications equipment and software is the risk of competition.
This risk stems from the presence of numerous competitors, ranging from large, established global
players to smaller, specialized vendors, all vying for market share within the Cloud & Edge and IP Optical
Networks segments. Ribbon's ability to compete effectively depends on its continued innovation, the
strength of its integrated portfolio (Cloud & Edge with IP Optical), its focus on specific market segments
(like critical infrastructure and rural broadband), its global sales and support capabilities, and its ability
to adapt to changing market dynamics and customer needs.
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DISCLOSURES
Analyst Certification

The Research Analyst(s) denoted by an “AC” on the cover of this report certifies (or, where multiple
Research Analysts are primarily responsible for this report, the Research Analyst denoted by an “AC” on
the cover or within the document individually certifies, with respect to each security or issuer that the
Research Analyst covers in this research) that: (1) all of the views expressed in this report accurately
reflect the Research Analyst’s personal views about any and all of the subject securities or issuers; and
(2) no part of any of the Research Analyst's compensation was, is, or will be directly or indirectly related
to the specific recommendations or views expressed by the Research Analyst(s) in this report.

I, Greg Mesniaeff, certify that (1) the views expressed in this report accurately reflect my own views
about any and all of the subject companies and securities; and (2) no part of my compensation was, is,
or will be directly or indirectly related to the specific recommendations or views expressed by me in
this report.

Explanation of Research Ratings (As of January 1, 2024), Designations and Analyst(s) Coverage
Universe:

Kingswood Capital Partners, LLC uses the following rating system:

Buy - Buy-rated stocks are expected to have a total return of at least 15% over the following 12 months
and are the most attractive stocks in the sector coverage area.

Hold - We believe this stock will perform in line with the average return of others in its industry over
the following 12 months.

Sell - Sell-rated stocks are expected to have a negative total return of at least 15% over the following 12
months and are the least attractive stocks in the sector coverage area.

Not Covered (NC) - Kingswood Capital Partners, LLC DOES NOT cover this stock and therefore DOES NOT
have forecasts, projections, target price and recommendation on the shares of this company.
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Distribution of Ratings
Kingswood Capital Partners, LLC

Investment Banking
Services/Past 12 Months

Rating Count Percent Count Percent
BUY 9 81.81 2 22.22
HOLD 1 9.09 0 0.00
SELL 0 0.00 0 0.00
NOT RATED 1 9.09 1 100.00

As of June 2025

Kingswood Capital Partners has not received compensation from Ribbon Communications, Inc. during
the past 12 months. Kingswood is not currently engaged by Ribbon Communications to provide
investment banking or advisory services.

Ribbon Communications, Inc. Rating History as of July 24, 2025

— RBBN Jul 24, 2025

Open: 4.22 High: 4.23

Low: 3.60 Close: 3.89 Volume: 1,553,412

1:BUY:$6.50
06/30/2025
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Source: E-Trade.
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Other Disclosures

This report has been prepared by Kingswood Capital Partners, LLC. It does not constitute an offer or
solicitation of any transaction in any securities referred to herein. Any recommendation contained in
this report may not be suitable for all investors. Although the information contained herein has been
obtained from recognized services, issuer reports or communications, or other services and sources
believed to be reliable, its accuracy or completeness cannot be guaranteed. This report may contain
links to third-party websites, and Kingswood Capital Partners, LLC is not responsible for their content or
any linked content contained therein. Such content is not part of this report and is not incorporated by
reference into this report. The inclusion of a link in this report does not imply any endorsement by or
affiliation with Kingswood Capital Partners, LLC; access to these links is at your own risk. Any opinions,
estimates or projections expressed herein may assume some economic, industry and political
considerations and constitute current opinions, at the time of issuance, that are subject to change. Any
guoted price is as of the last trading session unless otherwise noted. Foreign currency rates of
exchange may adversely affect the value, price or income of any security or financial instrument
mentioned in this report. Investors in such securities and instruments, including ADRs, effectively
assume currency risk. This information is being furnished to you for informational purposes only, and
on the condition that it will not form a primary basis for any investment decision. Investors must make
their own determination of the appropriateness of an investment in any securities referred to herein
based on the applicable legal, tax and accounting considerations and their own investment strategies.
By virtue of this publication, neither the Firm nor any of its employees shall be responsible for any
investment decision.
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