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Glossary
The table below sets forth a number of terms commonly used in our current and periodic reports filed with the Securities and Exchange
Commission and is provided as a reference for the readers of our filings.
Adjusted EBITDA

AI
Apps
ASC
ASU
AVI
B2B
BOP
CIEB
Credit Agreement

Consolidated Leverage Ratio

COVID-19

Cyphre®
ECS
EPC
Exchange Act
FASB
FCC
GAAP
GX
GX Dispute

GX Dispute Phase II

A non-GAAP measure. Net loss plus (minus) interest expense, income
tax expense (benefit), depreciation and amortization, impairment of
goodwill, intangibles, property, plant and equipment, foreign exchange
impact of intercompany financing activities, (gain) loss on sales of
property, plant and equipment, net of retirements, change in fair value of
earn-outs and contingent consideration, stock-based compensation
expense, mergers and acquisitions costs, executive departure costs,
restructuring charges, the GX Dispute, the GX Dispute Phase II costs,
COVID-19 costs, and non-recurring items. A reconciliation of Adjusted
EBITDA to Net loss can be found in Part 1, Item 2. Management’s
Discussion and Analysis of Financial Condition and Results of
Operations
Artificial Intelligence
Applications
Accounting Standards Codification
Accounting Standards Update
Adaptive Video Intelligence
Business to Business
Blow-Out Preventer
Costs and Estimated Earnings in Excess of Billings on uncompleted
contracts
Third Amendment and Joinder to the Third Amended and Restated
Credit Agreement dated as of February 21, 2020 among RigNet, Inc. as
Borrower, the Subsidiaries of RigNet, Inc. party thereto as Guarantors,
Bank of America, N.A. as Administrative Agent, Swingline Lender and
L/C Issuer, BBVA Compass, as Syndication Agent, the Lenders party
hereto and Merrill Lynch, Pierce, Fenner & Smith Incorporated as Sole
Lead Arranger and Sole Bookrunner, as amended.
The ratio, as of any given date, of Consolidated Funded Indebtedness to
Consolidated EBITDA for the most recently completed Measurement
Period (as each such capitalized term is defined in the Credit
Agreement)
The novel Coronavirus, the response to which resulted in a global
economic slowdown which had significant negative effects on the oil
and gas industry.
Cyphre Security Solutions, LLC, acquired in 2017, provides
cybersecurity solutions with advanced enterprise data protection
Enhanced Cyber Security
Engineering, Procurement and Construction
The United States Securities Exchange Act of 1934, as amended
Financial Accounting Standards Board
Federal Communications Commission
Generally Accepted Accounting Principles in the United States
Inmarsat plc’s Global Express satellite bandwidth service
Inmarsat, a satellite telecommunications company, filed arbitration with
the International Centre for Dispute Resolution tribunal in October 2016
concerning a January 2014 take-or-pay agreement to purchase up to
$65.0 million, under certain conditions, of GX capacity from Inmarsat
over several years. This arbitration and related developments are
collectively referred to as the GX Dispute.
The portion of the GX Dispute arbitration which was to address
RigNet’s counterclaims against Inmarsat on a variety of subjects, as well
as Inmarsat’s additional claims and for interest and attorneys’ fees.
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Intelie
IoT
LIBOR
LTE
MCS
NASDAQ
Nessco
NOC
OPEC
PLC
SaaS
SAB
SCADA
SEC
SI
TECNOR
The Tax Act

Intelie soluções em Informática SA, acquired in 2018, provides machine
learning and real-time predictive analytics
Internet-of-Things
London Interbank Offered Rate
A 4G and 5G technology, Long Term Evolution
Managed Communications Services
NASDAQ Global Select Market, where RigNet’s common shares are
listed for trading
Nessco Group Holdings LTD, acquired in 2012, provides Systems
Integration solutions
Network Operations Center
Organization of Petroleum Exporting Countries
Programmable Logic Controller
Software as a Service
Staff Accounting Bulletin
Supervisory Control and Data Acquisition
The United States Securities and Exchange Commission
Systems Integration
Orgtec S.A.P.I. de C.V., d.b.a. TECNOR, acquired in March 2016,
increases solutions offerings in Mexico
The Tax Cuts and Jobs Act of 2017
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PART I – FINANCIAL INFORMATION
Item 1. Condensed Consolidated Financial Statements
RIGNET, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)
June 30,
December 31,
2020
2019
(in thousands, except share amounts)
ASSETS
Current assets:
Cash and cash equivalents
Restricted cash
Accounts receivable, net
Costs and estimated earnings in excess of billings on uncompleted
contracts (CIEB)
Prepaid expenses and other current assets
Total current assets
Property, plant and equipment, net
Restricted cash
Goodwill
Intangibles, net
Right-of-use lease asset
Deferred tax and other assets
TOTAL ASSETS

$

$

15,591
69,960
13,030
6,437
105,018
54,163
1,500
20,134
25,626
6,175
5,417
218,033

$

$

12,941
42
67,059
13,275
6,500
99,817
60,118
1,522
46,792
30,145
6,829
5,757
250,980

LIABILITIES AND EQUITY
Current liabilities:
Accounts payable
Accrued expenses
Current maturities of long-term debt
Income taxes payable
GX dispute accrual
Deferred revenue and other current liabilities
Total current liabilities
Long-term debt
Deferred revenue
Deferred tax liability
Right-of-use lease liability - long-term portion
Other liabilities
Total liabilities
Commitments and contingencies (Note 10)
Equity:
Stockholders' equity
Preferred stock - $0.001 par value; 10,000,000 shares authorized; no
shares issued or outstanding at June 30, 2020 and December 31, 2019
Common stock - $0.001 par value; 190,000,000 shares authorized;
20,551,153 and 19,979,284 shares issued and outstanding at
June 30, 2020 and December 31, 2019, respectively
Treasury stock - 445,525 and 203,756 shares at June 30, 2020 and
December 31, 2019, respectively, at cost
Additional paid-in capital
Accumulated deficit
Accumulated other comprehensive loss
Total stockholders' equity
Non-redeemable, non-controlling interest
Total equity
TOTAL LIABILITIES AND EQUITY

$

$

23,670
17,523
8,792
2,464
750
7,440
60,639
106,161
764
1,955
5,830
30,440
205,789

5

28,517
16,660
10,793
2,649
750
11,173
70,542
96,934
855
2,672
6,329
26,771
204,103

-

-

21

20

(3,281)
189,251
(146,836)
(27,050)
12,105
139
12,244
218,033

The accompanying notes are an integral part of the condensed consolidated financial statements.

$

$

(2,693)
184,571
(115,673)
(19,502)
46,723
154
46,877
250,980

RIGNET, INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS
(Unaudited)
Three Months Ended
Six Months Ended
June 30,
June 30,
2020
2019
2020
2019
(in thousands, except per share amounts)
Revenue
Expenses:
Cost of revenue (excluding depreciation and amortization)
Depreciation and amortization
Impairment of goodwill
Change in fair value of earn-out/contingent consideration
Selling and marketing
General and administrative
Total expenses
Operating loss
Other expense:
Interest expense
Other income (expense), net
Loss before income taxes
Income tax benefit (expense)
Net loss
Less: Net loss attributable to
non-redeemable, non-controlling interest
Net loss attributable to RigNet, Inc.
stockholders

$

COMPREHENSIVE LOSS
Net loss
Foreign currency translation
Comprehensive loss
Less: Comprehensive income attributable to
non-controlling interest
Comprehensive loss attributable to
RigNet, Inc. stockholders

53,391

$

60,332

$

112,152

$

117,842

33,687
6,913
3,916
2,207
9,453
56,176
(2,785)

36,519
7,679
1,284
2,952
14,458
62,892
(2,560)

71,637
13,844
23,141
3,916
5,019
23,282
140,839
(28,687)

72,975
16,591
1,284
6,745
30,928
128,523
(10,681)

(1,325)
(13)
(4,123)
(129)
(4,252)

(1,269)
(93)
(3,922)
(2,204)
(6,126)

(2,853)
(334)
(31,874)
851
(31,023)

(2,507)
(21)
(13,209)
(4,870)
(18,079)

70

30

140

60

$

(4,322) $

(6,156) $

(31,163) $

(18,139)

$

(4,252) $
(391)
(4,643)

(6,126) $
178
(5,948)

(31,023) $
(7,548)
(38,571)

(18,079)
336
(17,743)

70

30

140

60

$

(4,713) $

(5,978) $

(38,711) $

(17,803)

LOSS PER SHARE - BASIC AND DILUTED
Net loss attributable to RigNet, Inc. common
stockholders

$

(4,322) $

(6,156) $

(31,163) $

(18,139)

Net loss per share attributable to RigNet, Inc.
common stockholders, basic

$

(0.21) $

(0.32) $

(1.54) $

(0.95)

Net loss per share attributable to RigNet, Inc.
common stockholders, diluted

$

Weighted average shares outstanding, basic

(0.21) $
20,510

(0.32) $
19,082

Weighted average shares outstanding, diluted
20,510
19,082
The accompanying notes are an integral part of the condensed consolidated financial statements.
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(1.54) $

(0.95)

20,295

19,016

20,295

19,016

RIGNET, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
Six Months Ended June 30,
2020

2019
(in thousands)

Cash flows from operating activities:
Net loss
Adjustments to reconcile net loss to net cash provided by operations:
Depreciation and amortization
Impairment of goodwill
Stock-based compensation
Amortization of deferred financing costs
Deferred taxes
Change in fair value of earn-out/contingent consideration
Accretion of discount of contingent consideration payable for acquisitions
(Gain) loss on sales of property, plant and equipment, net of retirements
Changes in operating assets and liabilities, net of effect of acquisition:
Accounts receivable, net
Costs and estimated earnings in excess of billings on uncompleted contracts (CIEB)
Prepaid expenses and other assets
Right-of-use lease asset
Accounts payable
Accrued expenses
GX Dispute payment
Deferred revenue
Right-of-use lease liability
Other liabilities
Net cash provided by (used in) operating activities

$

(31,023 )

$

(18,079 )

13,844
23,141
4,686
189
(624 )
3,916
266
116

16,591
5,628
153
4,838
1,284
183
11

(4,078 )
(199 )
73
654
(2,027 )
1,195
(7,459 )
(779 )
5,138
7,029

(488 )
(1,644 )
(6 )
7,564
(1,574 )
(45,000 )
1,334
(2,052 )
(31,257 )

Cash flows from investing activities:
Capital expenditures
Proceeds from sales of property, plant and equipment
Net cash used in investing activities

(8,597 )
26
(8,571 )

(11,868 )
112
(11,756 )

Cash flows from financing activities:
Issuance of common stock upon the exercise of stock options and the vesting of restricted stock
Stock withheld to cover employee taxes on stock-based compensation
Subsidiary distributions to non-controlling interest
Proceeds from borrowings
Proceeds from Paycheck Protection Program Loan
Repayments of long-term debt
Payment of financing fees
Net cash provided by financing activities
Net change in cash and cash equivalents

1
(594 )
(155 )
6,750
6,298
(8,354 )
(485 )
3,461
1,919

4
(1,406 )
(135 )
40,000
(6,083 )
(486 )
31,894
(11,119 )

Cash and cash equivalents including restricted cash:
Balance, January 1,
Changes in foreign currency translation
Balance, June 30,

14,505
667
17,091

23,296
265
12,442

$

Supplemental disclosures:
Income taxes paid
Interest paid
Property, plant and equipment acquired under finance leases
Non-cash investing - capital expenditures accrued
Non-cash investing and financing - issuance of common stock for the Intelie earn-out
Right-of-use operating lease entered into

$

Cash and cash equivalents
Restricted cash - current portion
Restricted cash - long-term portion
Cash and cash equivalents including restricted cash

$

$

1,698
2,369
663
121
June 30,
2020
15,591
1,500
17,091

The accompanying notes are an integral part of the condensed consolidated financial statements.
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$

$

$

$

3,371
2,075
446
1,917
3,000
June 30,
2019
10,879
41
1,522
12,442

RIGNET, INC.
CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
(Unaudited)
Common Stock
Shares

Treasury Stock

Amount

Shares

Additional
Paid-In
Capital

Amount

Accumulated
Deficit

Accumulated
Other
Comprehensive
Loss

Total
Stockholders'
Equity

NonRedeemable,
Non-Controlling
Interest

Total
Equity

$

$

$ 47,106

(dollars and shares in thousands)
Balance, March 31, 2019
Issuance of common stock upon the
exercise of stock options
Issuance of common stock upon the
vesting of Restricted Stock
Units,
net of share cancellations
Issuance of common stock for the
Intelie earn-out
Stock withheld to cover employee
taxes on stock-based compensation
Stock-based compensation
Foreign currency translation
Net income (loss)
Balance, June 30, 2019
Balance, March 31, 2020
Issuance of common stock upon the
vesting of Restricted Stock
Units,
net of share cancellations
Stock withheld to cover employee
taxes on stock-based compensation
Stock-based compensation
Foreign currency translation
Net income (loss)
Balance, June 30, 2020

19,711

$

20

198

1

-

-

-

3

-

-

3

-

3

49

-

-

-

-

-

-

-

-

-

208

-

-

-

3,000

-

-

3,000

-

3,000

19,969

$

20

3
201

$

30
(15 )

1
1,170
178
(6,126 )
$ 45,332

20,454

$

20

432

$

69

$ 16,070

97

1

-

20,551

21

14
446

$

$

$

(2,677 )

$

1
(2,676 )

$

(3,271 )

$

(10 )
(3,281 )

$

177,404

$

1,170
181,577

$

188,425

$

(6 )
832
189,251

-

$

(108,500 )

$

(6,156 )
(114,656 )

$

(142,514 )

-

$

$

47,151

$

178
(18,918 )

$

1
1,170
178
(6,156 )
45,347

$

(26,659 )

$

16,001

$

(16 )
832
(391 )
(4,322 )
12,105

(4,322 )
(146,836 )

(19,096 )

-

$

(391 )
(27,050 )

1

The accompanying notes are an integral part of the condensed consolidated financial statements.
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(45 )

-

$

70
139

1
(16 )
832
(391 )
(4,252 )
$ 12,244

RIGNET, INC.
CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
(Unaudited)
Common
Stock
Shares

Treasury
Stock

Amount

Balance, January 1, 2019
Issuance of common stock upon the
exercise of stock options
Issuance of common stock upon the
vesting of Restricted Stock Units,
net of share cancellations
Issuance of common stock for the
Intelie earn-out
Stock withheld to cover employee
taxes on stock-based
compensation
Stock-based compensation
Foreign currency translation
Non-controlling owner
distributions
Net income (loss)
Balance, June 30, 2019

19,465

19,969

Balance, January 1, 2020
Issuance of common stock upon the
vesting of Restricted Stock Units,
net of share cancellations
Stock withheld to cover employee
taxes on stock-based
compensation
Stock-based compensation
Foreign currency translation
Non-controlling owner
distributions
Net income (loss)
Balance, June 30, 2020

19,979

$

Shares

Amount

NonRedeemable,
Non-Controlling
Interest

Total
Equity

$

$

$

19

92

-

-

-

295

1

-

208

-

-

-

-

109
-

$

20

201

$

(2,676 )

$

181,577

$

(18,139 )
(114,656 )

$

(18,918 )

$

(18,139 )
45,347

$

(135 )
60
(15 )

(135 )
(18,079 )
$ 45,332

$

20

204

$

(2,693 )

$

184,571

$

(115,673 )

$

(19,502 )

$

46,723

$

154

$ 46,877

572

1

-

-

1

-

-

242
-

(588 )
-

20,551

21

446

(3,281 )

$

(1,270 )

Total
Stockholders'
Equity

1

$

$

Accumulated
Additional
Other
Paid-In
Accumulated
Comprehensive
Capital
Deficit
Loss
(dollars and shares in thousands)
172,946

(96,517 )

$

(19,254 )

60

$ 55,984

3

-

3

-

1

-

1

-

3,000

-

3,000

(1,406 )
5,628
336

-

(1,406 )
5,628
336

-

-

-

-

-

-

3,000

-

5,628
-

-

336

(1,406 )
-

-

$

$

3

-

-

(6 )
4,686
-

$

189,251

-

-

$

(31,163 )
(146,836 )

55,924

$

1

(7,548 )

(594 )
4,686
(7,548 )

(27,050 )

(31,163 )
12,105

$

The accompanying notes are an integral part of the condensed consolidated financial statements.
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-

$

(155 )
140
139

(594 )
4,686
(7,548 )
(155 )
(31,023 )
$ 12,244

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
Note 1 – Basis of Presentation
The interim unaudited condensed consolidated financial statements of RigNet, Inc. (the Company or RigNet) include all adjustments which, in the
opinion of management, are necessary for a fair presentation of the Company’s financial position and results of operations. All such adjustments are of a
normal recurring nature. These financial statements have been prepared in accordance with accounting principles generally accepted in the United States
for interim financial information and Rule 10-01 of Regulation S-X. The preparation of these financial statements requires management to make estimates
and assumptions that affect the amounts reported in the financial statements and accompanying footnotes. Estimates and assumptions about future events
and their effects cannot be perceived with certainty. Estimates may change as new events occur, as more experience is acquired, as additional information
becomes available and as the Company’s operating environment changes. Actual results could differ from estimates. These interim financial statements
should be read in conjunction with the audited consolidated financial statements for the year ended December 31, 2019 included in the Company’s Annual
Report on Form 10-K filed with the Securities and Exchange Commission on March 11, 2020.
Significant Accounting Policies
In addition to the accounting policies described below, please refer to RigNet’s Annual Report on Form 10-K for the fiscal year 2019 for information
regarding the Company’s accounting policies.
Revenue Recognition – Revenue from Contracts with Customers
Revenue is recognized to depict the transfer of promised goods or services in an amount that reflects the consideration to which the Company expects
to be entitled in exchange for those goods or services.
Revenue Recognition – Managed Communications Services (MCS) and Applications and Internet-of-Things (Apps & IoT)
MCS and Apps & IoT customers are primarily served under fixed-price contracts, either on a monthly, usage or day rate basis or for equipment sales
and consulting services. Contracts are generally in the form of Master Service Agreements, or MSAs, with specific services being provided under
individual service orders. Offshore contracts generally have a term of up to five years with renewal options. Land-based contracts are generally shorter
term or terminable on short notice without a penalty. Service orders are executed under the MSA for individual remote sites or groups of sites, and
generally permit early termination on short notice without penalty in the event of force majeure, breach of the MSA or cold stacking of a drilling rig (when
a rig is taken out of service and is expected to be idle for a protracted period of time). With certain customers, our contracts require that the contract
backlog on stack rigs be transferred to other units, preserving the total contract value.
Performance Obligations Satisfied Over Time — The delivery of service represents the single performance obligation under MCS and Apps & IoT
contracts. Revenue for contracts is generally recognized over time as service is transferred to the customer and the Company expects to be entitled to the
agreed monthly, usage or day rate in exchange for those services.
Performance Obligations Satisfied at a Point in Time — The delivery of equipment represents the single performance obligation under equipment sale
contracts. Revenue for equipment sales is generally recognized upon delivery of equipment to customers.
Revenue Recognition – Systems Integration
Revenues related to long-term, fixed-price Systems Integration contracts for customized network solutions are recognized based on the percentage of
completion for the contract. At any point, RigNet has numerous contracts in progress, all of which are at various stages of completion. Accounting for
revenues and profits on long-term contracts requires estimates of total estimated contract costs and estimates of progress toward completion to determine
the extent of revenue and profit recognition.
Performance Obligations Satisfied Over Time — The delivery of a Systems Integration solution represents the single performance obligation under
Systems Integration contracts. Progress towards completion on fixed-price contracts is measured based on the ratio of costs incurred to total estimated
contract costs (the cost-to-cost method).
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
These estimates may be revised as additional information becomes available or as specific project circumstances change.
The Company reviews all material contracts on a monthly basis and revises the estimates as appropriate for developments such as providing
services, purchasing third-party materials and equipment at costs differing from those previously estimated, and incurring or expecting to incur schedule
issues. Changes in estimated final contract revenues and costs can either increase or decrease the final estimated contract profit or loss. Profits are recorded
in the period in which a change in estimate is recognized, based on the progress achieved through the period of change. Anticipated losses on contracts are
recorded in full in the period in which they become evident. Revenue recognized in excess of amounts billed is classified as a current asset under Costs and
estimated earnings in excess of billings on uncompleted contracts (CIEB).
Systems Integration contracts are billed in accordance with the terms of the contract which are typically either based on milestones or specified
time intervals. As of June 30, 2020, and December 31, 2019, the amount of CIEB related to Systems Integration projects was $13.0 million and $13.3
million, respectively. Under long-term contracts, amounts recorded in CIEB may not be realized or paid within a one-year period. As of June 30, 2020 and
December 31, 2019, $1.6 million and $1.0 million, respectively, of amounts billed to customers in excess of revenue recognized to date were classified as a
current liability, under deferred revenue and other current liabilities.
Variable Consideration – Systems Integration - The Company records revenue on contracts relating to certain probable claims and unapproved
change orders by including in revenue an amount less than or equal to the amount of costs incurred to date relating to these probable claims and
unapproved change orders, thus recognizing no profit until such time as claims are finalized or change orders are approved. The amount of unapproved
change orders and claim revenues is included in the Company’s Condensed Consolidated Balance Sheets as part of CIEB. No material unapproved change
orders or claims revenue were included in CIEB as of June 30, 2020, and December 31, 2019. As new facts become known, an adjustment to the estimated
recovery is made and reflected in the current period.
Backlog - As of June 30, 2020, we have a backlog for our percentage of completion projects of $15.9 million, which will be recognized over the
remaining contract term for each contract. The percentage of completion contract terms are typically one to three years. As of December 31, 2019, we had a
backlog for our percentage of completion projects of $26.2 million.
Leases
Effective with adoption of Accounting Standards Update No. 2016-02 (ASU 2016-02), Leases (the new lease standard) on January 1, 2019, we
now determine if an arrangement is a lease at inception. Operating leases right-of-use assets and liabilities are included in right-to-use lease asset, deferred
revenue and other current liabilities, and right-to-use lease liability – long-term portion on our condensed consolidated balance sheets. Finance leases are
included in property, plant and equipment; current maturities of long-term debt; and long-term debt on our condensed consolidated balance sheets.
Operating lease right-to-use assets and liabilities are recognized based on the present value of the future minimum lease payments over the lease
term. As most of our leases do not provide an implicit rate, we use our incremental borrowing rate based on the information available at commencement
date in determining the present value of future payments. Our lease terms may include options to extend or terminate the lease when it is reasonably certain
that we will exercise that option. Lease expense for minimum lease payments is recognized on a straight-line basis over the lease term.
Recently Issued Accounting Pronouncements
In June 2016, the FASB issued Accounting Standards Update No. 2016-13 (ASU 2016-13), which measures credit losses on most financial assets
and certain other instruments that are not measured at fair value through net income. The update amends the impairment model to utilize a current expected
credit loss (CECL) methodology in place of the incurred loss methodology for financial instruments, including trade receivables. The amendment requires
entities to consider a broader range of information to estimate expected credit losses, which may result in earlier recognition of losses. Companies will
apply this standard’s provisions as a cumulative-effect adjustment to retained earnings as of the beginning of the first reporting period in which the
guidance is effective. The new standard is effective for interim and annual reporting periods beginning after December 15, 2019. The
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Company adopted the guidance effective January 1, 2020, and the guidance did not have a material impact on the Company’s condensed consolidated
financial statements.
In August 2018, the FASB issued ASU No. 2018-13 (ASU 2018-13), which eliminates disclosures, modifies existing disclosures and adds new Fair
Value disclosure requirements to Topic 820 for the range and weighted average of significant unobservable inputs used to develop Level 3 fair value
measurements. The ASU is effective for annual and interim reporting periods beginning after December 15, 2019. The Company adopted the guidance
effective January 1, 2020, and the guidance did not have a material impact on the Company’s condensed consolidated financial statements.
In August 2018, the FASB issued ASU No. 2018-15 (ASU 2018-15), which provides guidance on implementation costs incurred in a cloud
computing arrangement that is a service contract. The ASU is effective for annual and interim reporting periods beginning after December 15, 2019. The
Company adopted the guidance effective January 1, 2020, and the guidance did not have a material impact on the Company’s condensed consolidated
financial statements.
In December 2019, the FASB issued Accounting Standards Update No. 2019-12 (ASU 2019-12), Income Taxes (Topic 740): Simplifying the
Accounting for Income Taxes. This ASU removes certain exceptions for investments, intraperiod allocations and interim tax calculations and adds
guidance to reduce complexity in accounting for income taxes. We will be required to adopt the amended guidance in annual and interim periods
beginning after December 15, 2020, with early adoption permitted. The various amendments in Update 2019-12 are applied on a retrospective basis,
modified retrospective basis and prospective basis, depending on the amendment. We are in the process of evaluating the impact this amendment will have
on our consolidated financial statements.
In March 2020, the FASB issued Accounting Standards Update No. 2020-04 (ASU 2020-04), Reference Rate Reform (Topic 848): Facilitation of
the Effects of Reference Rate Reform on Financial Reporting. This ASU provides optional guidance for a limited period of time to ease the potential
burden in accounting or recognizing the effects of the LIBOR or another reference rate reform on financing rate. The amendments are effective through
December 31, 2022. We are currently in the process of evaluating the impact of the transition from LIBOR to alternative reference rates, but we do not
expect a material impact on our consolidated financial statements.
Note 2 – Business and Credit Concentrations
The Company is exposed to various business and credit risks including interest rate, foreign currency, credit and liquidity risks.
Interest Rate Risk
The Company has significant interest-bearing liabilities at variable interest rates which generally price monthly. The Company’s variable
borrowing rates are presently tied to LIBOR resulting in interest rate risk (see Note 5 – Long-Term Debt). The Company presently does not use financial
instruments to hedge interest rate risk, but evaluates this on a regular basis and may utilize financial instruments in the future if deemed necessary.
Foreign Currency Risk
The Company has exposure to foreign currency risk, as a portion of the Company’s activities are conducted in currencies other than U.S. dollars.
Currently, the Norwegian Kroner, the British Pound Sterling and the Brazilian Real are the currencies that could materially impact the Company’s financial
position and results of operations. The Company presently does not hedge these risks, but evaluates financial risk on a regular basis and may utilize
financial instruments in the future if deemed necessary. Foreign currency translations are reported as accumulated other comprehensive income (loss) in the
Company’s condensed consolidated financial statements.
Credit and Customer Concentration Risk
Credit risk, with respect to accounts receivable, is due to customers being concentrated in the oil and gas, maritime, pipeline, engineering and
construction industries. The Company mitigates the risk of financial loss from defaults through defined collection terms in each contract or service
agreement and periodic evaluations of the collectability of accounts receivable. The Company provides an allowance for credit losses, which is adjusted
based
12
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on historical experience, current economic conditions, and reasonable. The company determined ASU 2016-13 did not have a material impact on the
allowance for doubtful accounts. Although no single customer comprised over 10% of our revenue for the six months ended June 30, 2020, our top 5
customers generated 28.7% of the Company’s revenue for the six months ended June 30, 2020.
Liquidity Risk
The Company maintains cash and cash equivalent balances with major financial institutions which, at times, exceed federally insured limits. The
Company monitors the financial condition of the financial institutions and has not experienced losses associated with these accounts during 2020 or 2019.
Liquidity risk is managed by continuously monitoring forecasted and actual cash flows and by matching the maturity profiles of financial assets and
liabilities (see Note 5 – Long-Term Debt).
Note 3 – Goodwill and Intangibles
Goodwill
Goodwill resulted from prior acquisitions as the consideration paid for the acquired businesses exceeded the fair value of acquired identifiable net
tangible and intangible assets. Goodwill is reviewed for impairment at least annually with additional evaluations being performed when events or
circumstances indicate that the carrying value of these assets may not be recoverable.
The oil and gas industry experienced an unprecedented disruption during the first half of 2020 as a result of a combination of factors, including the
coronavirus (“COVID-19”) pandemic and disagreements between the Organization of Petroleum Exporting Countries (OPEC) in March 2020 regarding
reduction on production of oil. These market conditions significantly impacted the Company’s internal forecast. As a result, the Company performed an
interim goodwill impairment test. The Company used the income approach to estimate the fair value of its reporting units, but also considered the market
approach to validate the results. The income approach estimates the fair value by discounting each reporting unit’s estimated future cash flows using the
Company’s discount rate. Some of the significant assumptions inherent in the income approach include the estimated future net annual cash flows for each
reporting unit and the discount rate. The Company selected the assumptions used in the discounted cash flow projections using historical information with
supplemental data by current and anticipated market conditions and estimated growth rates. The Company's estimates are based upon assumptions believed
to be reasonable. The Company determined that the carrying amount in two of our reporting units was in excess of their fair value which resulted in a
goodwill impairment charge of $23.1 million during the six months ended June 30, 2020. The charge fully impairs goodwill previously reported in MCS of
$21.8 million and Systems Integration of $1.4 million during the six months ended June 30, 2020. The impairment test for Apps & IoT resulted in no
impairment related to the goodwill balance of $20.1 million during the six months ended June 30, 2020. The Company's estimates are based upon
assumptions believed to be reasonable. However, given the inherent uncertainty in determining the assumptions underlying a discounted cash flow analysis,
particularly in the current volatile market, actual results may differ from those used in the Company's valuations. Any future downturn in our business
could adversely impact the key assumptions in our impairment test.
As of June 30, 2020, and December 31, 2019, goodwill was $20.1 million and $46.8 million, respectively. Goodwill increases or decreases in value
due to the effect of foreign currency translation, increases with acquisitions, and decreases in the event an impairment is recognized.
Intangibles
Intangibles consist of customer relationships, brand name, backlog, developed technology, covenants-not-to-compete and licenses acquired as part
of the Company’s acquisitions. Intangibles also include internal-use software. The Company’s intangibles have useful lives ranging from 5.0 to 20.0 years
and are amortized on a straight-line basis. Impairment testing is performed when events or circumstances indicate that the carrying value of the assets may
not be recoverable.
Based on the indicators discussed above, the Company reviewed certain finite intangible and other long-lived assets for impairment during the six
months ended June 30, 2020. The Company performed a recoverability analysis and determined that the recoverable value was in excess of its carrying
value, therefore no impairment was recognized during the six months ended June 30, 2020.
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As of June 30, 2020, and December 31, 2019, intangibles were $25.6 million and $30.1 million, respectively. During the three months ended June
30, 2020 and 2019, the Company recognized amortization expense of $1.9 million and $2.4 million, respectively. During the six months ended June 30,
2020 and 2019, the Company recognized amortization expense of $3.9 million and $4.9 million, respectively
The following table sets forth expected amortization expense of intangibles for the remainder of 2020 and the following years (in thousands):
2020
2021
2022
2023
2024
Thereafter
$

3,233
6,243
5,834
5,221
3,659
1,436
25,626

Note 4 – Restricted Cash
As of June 30, 2020, the Company had no restricted cash in current assets and $1.5 million in long-term assets. As of December 31, 2019, the
Company had restricted cash of $0.1 million in current assets and $1.5 million in long-term assets. The restricted cash in long-term assets was primarily
used to collateralize a performance bond in the MCS segment (see Note 5 – Long-Term Debt).
Note 5 – Long-Term Debt
As of June 30, 2020, and December 31, 2019, the following credit facilities and long-term debt arrangements with financial institutions were in
place:
June 30,
2020
Term Loan
Term-Out Loan
Revolving credit facility (RCF)
Vendor Finance Arrangement
Paycheck Protection Program Loan
Unamortized deferred financing costs
Finance lease

$

Less: Current maturities of long-term debt
Current maturities of Vendor Finance Arrangement
Current maturities of finance lease
$

December 31,
2019
(in thousands)
14,000
$
5,000
25,500
92,400
77,150
2,557
6,298
(762)
(466)
460
543
114,953
107,727
(7,633)
(10,627)
(992)
(167)
(166)
106,161
$
96,934

Credit Agreement
The Company and certain of its subsidiaries are party to the Third Amendment to the Third Amended and Restated Credit Agreement, dated as of
February 21, 2020, with four participating financial institutions (as amended from time to time, the Credit Agreement), which provides for a $16.0 million
term loan (Term Loan), a $100.0 million revolving credit facility (RCF) and a $30.0 million accordion feature. The Term Loan matures on March 31, 2022
with principal installments of $2.0 million due quarterly beginning June 30, 2020. The RCF and accordion, if exercised, mature on August 31, 2022.
The Credit Agreement bears interest at a rate of LIBOR plus a margin ranging from 1.75% to 3.25%, determined based on the Company’s
Consolidated Leverage Ratio. LIBOR is scheduled to cease to exist entirely after 2021. The Credit Agreement addresses this situation with a LIBOR
successor rate, being one or more Secured
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Overnight Financing Rates (SOFR) or another alternate benchmark rate. The Credit Agreement also addresses the situation in which no LIBOR successor
rate has been determined. Interest on the Credit Agreement is payable monthly. The weighted average interest rate for the three months ended June 30,
2020 and 2019 were 3.8% and 5.3%, respectively. The weighted average interest rate for the six months ended June 30, 2020 and 2019 were 4.1% and
5.3%, respectively, with an interest rate of 3.4% at June 30, 2020.
Term Loan
As of June 30, 2020, the outstanding principal amount of the Term Loan was $14.0 million, excluding the impact of unamortized deferred
financing costs.
RCF
As of June 30, 2020, outstanding draws on the RCF were $92.4 million.
Covenants and Restrictions
The Company’s Credit Agreement contains certain covenants and restrictions, including restricting the payment of cash dividends under default,
and maintaining certain financial covenants such as a Consolidated Leverage Ratio, of less than or equal to 3.25 through the third quarter of 2020. The
Consolidated Leverage Ratio requirement then steps down to 3.00 through the second quarter of 2021 and then steps down to 2.75 for all remaining
quarters. The Consolidated Fixed Charge Coverage ratio requirement is greater than or equal to 1.25 through the maturity of the Credit Agreement. If any
default occurs related to these covenants that is not cured or waived, the unpaid principal and any accrued interest can be declared immediately due and
payable. The facilities under the Credit Agreement are secured by substantially all the assets of the Company.
We believe we have accurately calculated and reported our required debt covenant calculations for the June 30, 2020 reporting period and are in
compliance with the required covenant ratios. As of June 30, 2020, the Consolidated Leverage Ratio was 3.03 and Consolidated Fixed Charge Coverage
Ratio was 2.32.
Vendor Finance Agreement
As of June 30, 2020, the Company had a vendor financing agreement in place, with an outstanding balance of $2.6 million. The outstanding
balance bears interest at a rate of 6% and has quarterly payments of $0.3 million of principal and interest through January 2023.
Paycheck Protection Program Loan
In May 2020, the Company entered into a loan agreement (PPP Loan) with Bank of America, N.A., as the lender, pursuant to the Paycheck
Protection Program (PPP) of the U.S. Small Business Administration (SBA) established under the Coronavirus Aid, Relief, and Economic Security
Act. Under the PPP Loan, the Company borrowed $6.3 million which the Company expects to be eligible for forgiveness pursuant to the applicable
regulations of the PPP. Currently, the regulations provide for loan forgiveness to the extent that (i) the proceeds are used in the Cover Period, as defined in
the application for loan forgiveness, after the funding of the loan, (ii) at least 60% of the forgiven amount is used for eligible payroll costs and (iii) the
remaining proceeds are used for interest on mortgages, rents, or utilities, and interest on other debt obligations incurred before February 15, 2020.
The amount eligible for forgiveness may be reduced if, among other things, the Company reduces its full-time headcount or if the Company
reduces salaries and wages beyond certain limits. While the Company expects all $6.3 million will be used in accordance with the regulations for
forgiveness, not all costs are within the control of the Company and these regulations are subject to change as a result of administrative or judicial
proceedings or legislative initiatives including additional regulations that are anticipated to be released by the SBA. While the Company cannot determine
the ultimate outcome, based on the Company’s assessments on the current rules in place, the Company believes it should qualify for full forgiveness.
Any amounts not forgiven must be repaid in two years and accrue interest at a rate of 1.0% per year. No interest or principal payments are due for
six months, at which time interest and principal payments will be made on any unforgiven balance under terms established by Bank of America, N.A. at
that time. The SBA has publicly stated that it intends to review all loans in excess of $2.0 million when loan forgiveness is requested. The SBA has not
provided any further details of this review and the Company cannot assure the results of any such review.
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Performance Bonds, Surety Bonds and Other Similar Instruments
As of June 30, 2020, there were $8.5 million of performance bonds, surety bonds and similar instruments outstanding of which $2.1 million is
issued by the parties under the Credit Agreement.
In June 2016, the Company secured a performance bond facility with a lender in the amount of $1.5 million for its MCS segment. This facility has
a maturity date of June 2021. The Company maintains restricted cash on a dollar for dollar basis to secure this facility.
Debt Maturities
The following table sets forth the aggregate principal maturities of long-term debt, net of deferred financing cost amortization, for the remainder of
2020 and the following years (in thousands):
2020
2021
2022
2023
Total debt, including current maturities

$

4,354
8,731
101,561
307
114,953

Note 6 – Fair Value Disclosures
The Company uses the following methods and assumptions to estimate the fair value of financial instruments:
•

Cash and Cash Equivalents — Reported amounts approximate fair value based on quoted market prices (Level 1).

•

Restricted Cash — Reported amounts approximate fair value.

•

Accounts Receivable — Reported amounts, net of the allowance for doubtful accounts, approximate fair value due to the short-term nature of
these assets.

•

Accounts Payable, Including Income Taxes Payable and Accrued Expenses — Reported amounts approximate fair value due to the shortterm nature of these liabilities.

•

Long-Term Debt — The carrying amount of the Company’s floating-rate debt approximates fair value since the interest rates paid are based
on short-term maturities and recent quoted rates from financial institutions. The estimated fair value of debt was calculated based upon
observable (Level 2) inputs regarding interest rates available to the Company at the end of each respective period.

The Company’s non-financial assets, such as goodwill, intangibles and property, plant and equipment, are measured at fair value, based on level 3
inputs, when there is an indicator of impairment and recorded at fair value only when an impairment charge is recognized.
The earn-out for Intelie is measured at fair value in each reporting period, based on level 3 inputs, with any change to the fair value recorded in the
Condensed Consolidated Statements of Comprehensive Loss. The earn-out is payable in RigNet stock in portions and is based on certain post-closing
performance targets under the acquisition agreement. In May 2019, the Company issued 208,356 shares of its common stock, with an aggregate value of
$3.0 million, as payment for the portion of the earn-out earned as of the first anniversary of the closing of the acquisition.
The earn-out was originally payable on the first, second and third anniversary of the March 23, 2018 closing of the acquisition. However, on June
11, 2020, the Company, Intelie and the former shareholders of Intelie entered into the Third Amendment to the Purchase Agreement dated as of January 15,
2018. The Amendment clarified the calculation of certain contingent consideration, extended the earn-out achievement period by six months, and delayed
the time of payment of a portion of that contingent consideration until September 23, 2021, but did not change the amount or form of consideration that
could be paid pursuant to the Purchase Agreement. The value of the maximum remaining earn-out consideration is $13.9 million.
As of June 30, 2020, the fair value of the earn-out was $13.7 million, all in other long-term liabilities. During the three and six months ended June
30, 2020, RigNet recognized an increase in the fair value of the earn-out of $3.9
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million. Additionally, during the three and six months ended June 30, 2020, RigNet recognized accreted interest expense on the Intelie earn-out of $0.1
million with corresponding increases to other liabilities.
As of December 31, 2019, the fair value of the earn-out was $9.7 million with $4.4 million in deferred revenue and other current liabilities and $5.3
million in other long-term liabilities. During the three and six months ended June 30, 2019, RigNet recognized an increase in the fair value of the earn-out
of $1.3 million. Additionally, during the three and six months ended June 30, 2019, RigNet recognized accreted interest expense on the Intelie earn-out of
$0.1 million with corresponding increases to other liabilities.
The contingent consideration for Cyphre, a cybersecurity company acquired in May 2017, is measured at fair value in each reporting period, based
on level 3 inputs, with any change to the fair value recorded in the Condensed Consolidated Statements of Comprehensive Loss. As of June 30, 2020, the
fair value of the contingent consideration was $3.0 million of which $0.3 million is in other current liabilities and $2.7 million is in other long-term
liabilities. As of December 31, 2019, the fair value of the contingent consideration was $3.1 million, of which $0.3 million is in other current liabilities and
$2.7 million is in other long-term liabilities. During the three and six months ended June 30, 2020, RigNet recognized accreted interest expense on the
Cyphre contingent consideration of $0.1 million, and $0.2 million, respectively, with corresponding increases to other liabilities. During the three and six
months ended June 30, 2020, RigNet paid cash of none and $0.2 million, respectively, in required royalty payments, with corresponding decreases to other
liabilities. During the three and six months ended June 30, 2019, RigNet paid cash of $0.1 million and $0.1 million, respectively, in required royalty
payments, with corresponding decreases to other liabilities.
Note 7 – Income Taxes
The Company’s effective income tax rate was (3.1%) and 2.7% for the three and six months ended June 30, 2020. The Company’s effective income
tax rate was (56.2%) and (36.9%) for the three and six months ended June 30, 2019. The Company’s effective tax rate is affected by factors including
changes in valuation allowances, fluctuations in income across jurisdictions with varying tax rates, and changes in income tax reserves, including related
penalties and interest.
The Company has computed the provision for taxes for the current and comparative periods using the actual year-to-date effective tax rate. The
Company’s financial projections for those periods did not provide the level of detail necessary to calculate a forecasted effective tax rate.
The Company received notices informing us of audits of the Company’s 2016-2018 income tax returns in Malaysia, the 2010-2014 income tax
returns in Qatar and the 2018 income tax return in Saudi Arabia. It is unclear if the audits and the appeals processes, if necessary, will be completed within
the next twelve months. The Company is in the early stages of the audits and is unable to quantify any potential settlement or outcome of the audits at this
time. The authorities closed the audit of the Company’s 2016-2017 income tax returns in Singapore with no additional assessments.
The Company believes that it is reasonably possible that a decrease of up to $4.4 million in unrecognized tax benefits, including related interest and
penalties, may be necessary within the coming year due to lapse in statute of limitations.
Note 8 – Stock-Based Compensation
During the six months ended June 30, 2020, the Company granted a total of 836,439 shares of common stock and restricted stock units (RSUs) to
certain directors, officers and employees of the Company under the 2019 Omnibus Incentive Plan (2019 Plan). Of these, the Company granted (i) 602,457
shares of common stock were associated with the payment of the Company’s 2019 short term incentive plan to certain officers and employees and were
fully vested on issuance and (ii) 233,982 RSUs to outside directors that vest in 2021. The fair value of restricted stock units and shares of common stock is
determined based on the closing trading price of the Company’s common stock on the grant date of the award. Compensation expense is recognized on a
straight-line basis over the requisite service period of the entire award, net of forfeitures.
During the six months ended June 30, 2020, 59,056 RSUs and 23,619 stock options were forfeited.
Stock-based compensation expense related to the Company’s stock-based compensation plans for the three and six months ended June 30, 2020,
was $0.8 million and $4.7 million respectively, and reported as a general and
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administrative expense in the Corporate segment. Stock-based compensation expense related to the Company’s stock-based compensation plans for the
three and six months ended June 30, 2019, was $1.2 million and $5.6 million, respectively. As of June 30, 2020, there was $7.3 million of total
unrecognized compensation cost related to unvested options, RSUs and restricted stock expected to vest. This cost is expected to be recognized over a
remaining weighted-average period of 1.9 years.
Note 9 – Earnings (loss) per Share
Basic earnings (loss) per share (EPS) are computed by dividing net loss attributable to RigNet common stockholders by the weighted average
number of basic shares outstanding during the period. Basic shares equal the total of the common shares outstanding, but excludes the dilutive effect of
common shares that could potentially be issued due to the exercise of stock options or vesting of restricted stock, RSUs or PSUs. Diluted EPS is computed
by dividing loss attributable to RigNet common stockholders by the weighted average number of diluted shares outstanding during the period. Diluted
shares equal the total of the basic shares outstanding and all potentially issuable shares, other than anti-dilutive shares, if any. The Company uses the
treasury stock method to determine the dilutive effect. In periods when a net loss is reported, all common stock equivalents are excluded from the
calculation because they would have an anti-dilutive effect if included, meaning the loss per share would be reduced. Therefore, in periods when a loss is
reported, basic and dilutive loss per share are the same.
The effect of stock-based awards was not included in the Company’s calculation of diluted EPS for the three and six months ended June 30, 2020,
due to the net loss for the periods.
The effect of stock-based awards was not included in the Company’s calculation of diluted EPS for the three and six months ended June 30, 2019,
due to the net loss for the periods.
Note 10 – Commitments and Contingencies
Global Xpress (GX) Dispute
Inmarsat plc (Inmarsat), a satellite telecommunications company, filed arbitration with the International Centre for Dispute Resolution tribunal (the
panel) in October 2016 concerning a January 2014 take-or-pay agreement to purchase up to $65.0 million, under certain conditions, of GX capacity from
Inmarsat over several years.
In June 2019, the Company announced that it reached a settlement with Inmarsat that concludes the GX Dispute. Pursuant to the settlement the
Company paid $45.0 million in June 2019, $5.0 million in July 2019 and will pay $0.8 million in the third quarter of 2020. The Company had an accrued
liability of $0.8 million as of June 30, 2020.
The Company incurred GX Dispute Phase II costs of $2.2 million and $4.4 million for the three and six months ended June 30, 2019.
Other Litigation
The Company, in the ordinary course of business, is a claimant or a defendant in various legal proceedings, including proceedings as to which the
Company has insurance coverage and those that may involve the filing of liens against the Company or its assets.
Sales Tax Audit
The Company is undergoing a routine sales tax audit from a state where the Company has operations. The audit can cover up to a four-year period.
It is expected that the audit and the appeals process, if necessary, will be completed within the year. The Company does not believe that the outcome of the
audit will result in a material impact to the consolidated financial statements.
Operating Leases

The Company’s leasing activities primarily consist of leases of real estate including office space under lease agreements expiring
on various dates through 2025. For the three and six months ended June 30, 2020, the Company recognized expense under
operating leases, which approximates cash paid and includes short-term leases, of $0.7
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million and $1.2 million, respectively. For the three and six months ended June 30, 2019, the Company recognized expense under operating leases, which
approximates cash paid and includes short-term leases, of $0.7 million and $1.4 million, respectively.
As of June 30, 2020, future undiscounted minimum lease obligation maturities for the remainder of 2020 and future years were as follows (in
thousands):
2020
2021
2022
2023
2024
Thereafter
Total lease payments

$

Less present value discount
Amounts recognized in Balance Sheet
Amounts recognized in Balance Sheet
Deferred revenue and other current liabilities
Right-of-use lease liability - long-term portion
Total right-to-use lease liability

$

1,015
1,487
1,211
1,195
1,200
3,020
9,128

$

(1,493)
7,635

$

1,805
5,830
7,635

Operating lease right-of-use assets for leases were $6.2 million as of June 30, 2020.
The right-of-use assets and liabilities for leases were discounted at a weighted-average discount rate of 5.1%. The weighted-average remaining
lease term as of June 30, 2020 was 6.9 years.
Commercial Commitments
The Company enters into contracts for satellite bandwidth and other network services with certain providers.
As of June 30, 2020, the Company had the following commercial commitments related to satellite and network services for the remainder of 2020
and the future years thereafter (in thousands):
2020
2021
2022
2023
$

11,375
12,654
5,800
204
30,033

Note 11 – Segment Information
Segment information is prepared consistent with the components of the enterprise for which separate financial information is available and
regularly evaluated by the chief operating decision-maker for the purpose of allocating resources and assessing performance.
RigNet considers its business to consist of the following segments:
•

Managed Communications Services (MCS). The MCS segment provides remote communications, telephony and technology services for
offshore and onshore drilling rigs and production facilities, support vessels, and other remote sites.

•

Applications and Internet-of-Things (Apps & IoT). The Apps & IoT segment provides applications over-the-top of the network layer
including Software as a Service (SaaS) offerings such as a real-time machine learning and AI data platform (Intelie Pipes and Intelie LIVE),
Cyphre Encryption, Enhanced Cybersecurity Services (ECS), edge computing solution services that assist customers with collecting and
standardizing the complex data produced by edge devices (LIVE-IT), applications for safety and workforce productivity such as weather
monitoring primarily in the North Sea (MetOcean), and certain
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other value-added services such as Adaptive Video Intelligence (AVI). This segment also includes the private machine-to-machine IoT data
networks including Supervisory Control and Data Acquisition (SCADA) provided primarily for pipelines.
•

Systems Integration. The Systems Integration segment provides design and implementation services for customer telecommunications
systems. Solutions are delivered based on the customer’s specifications, adhering to international industry standards and best practices.
Project services may include consulting, design, engineering, project management, procurement, testing, installation, commissioning and
maintenance. Additionally, Systems Integration provides complete monitoring and maintenance for fire and gas detection systems and
PLC/automation control systems.

Corporate and Eliminations primarily represents unallocated executive and support activities, including back-office software development, interest
expense, income taxes and eliminations, the GX Dispute and change in fair value of earn-out/contingent consideration.
The Company’s reportable segment information as of and for the three and six months ended June 30, 2020 and 2019, is presented below.

Revenue
Cost of revenue (excluding
depreciation and amortization)
Depreciation and amortization
Change in fair value of earn-out/contingent
consideration
Selling, general and administrative
Operating income (loss)

Managed
Communication
Services

Three Months Ended June 30, 2020
Applications
and Internet-ofSystems
Corporate and
Things
Integration
Eliminations
(in thousands)

$

$

$

Capital expenditures

34,136

8,805

$

10,450

22,985
4,843

3,221
1,154

7,481
157

2,436
3,872

1,563
2,867

302
2,510

$

1,900

$

911

$

-

$

-

3,916
7,359
(12,034)

Revenue
Cost of revenue (excluding
depreciation and amortization)
Depreciation and amortization
Change in fair value of earn-out/contingent
consideration
Selling, general and administrative
Operating income (loss)

$

$

Capital expenditures

$

11,122

$

25,019
5,059

4,387
1,226

7,113
639

$

3,346
7,781

$

835
1,557

$

570
2,800

$

$

3,689

$

403

$

-

$

20

53,391
33,687
6,913

$

244

Managed
Communication
Services

8,005

$

759

Three Months Ended June 30, 2019
Applications
and Internet-ofSystems
Corporate and
Things
Integration
Eliminations
(in thousands)

41,205

Consolidated
Total

3,916
11,660
(2,785)
3,055

Consolidated
Total
-

$

755
1,284
12,659
(14,698)
481

60,332
36,519
7,679

$

1,284
17,410
(2,560)

$

4,573

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Six Months Ended June 30, 2020
Managed
Communications
Services

Applications and
Internet-ofThings

Revenue
Cost of revenue (excluding
depreciation and amortization)
Depreciation and amortization
Impairment of goodwill
Change in fair value of earnout/contingent consideration
Selling, general and administrative
Operating income (loss)

$

$

Total assets
Capital expenditures

$

$

17,548

48,487
9,502
21,755

7,782
2,336
-

15,368
321
1,386

1,685
-

71,637
13,844
23,141

5,243
(10,955)

3,183
4,247

706
2,791

3,916
19,169
(24,770)

3,916
28,301
(28,687)

74,032

127,535
4,739

Managed
Communications
Services
Revenue
Cost of revenue (excluding
depreciation and amortization)
Depreciation and amortization
Change in fair value of earn-out/contingent
consideration
Selling, general and administrative
Operating income (loss)

$

Total assets
Capital expenditures

Corporate
and
Eliminations

Systems
Integration
(in thousands)
$
20,572

83,538

$
$

35,690
1,425

$
$

32,340
-

$

Consolidated
Total
-

$
$

22,468
588

Six Months Ended June 30, 2019
Applications and
Corporate
Internet-ofSystems
and
Things
Integration
Eliminations
(in thousands)
$
16,020
$
18,284
$
-

$

$
$

112,152

218,033
6,752

Consolidated
Total
$

117,842

52,004
11,323

8,884
2,457

12,087
1,301

1,510

72,975
16,591

$

7,143
13,068

$

1,400
3,279

$

1,694
3,202

$

1,284
27,436
(30,230)

$

1,284
37,673
(10,681)

$
$

159,874
10,325

$
$

45,281
836

$
$

24,747
-

$
$

14,471
501

$
$

244,373
11,662

The following table presents revenue earned from the Company’s domestic and international operations for the three and six months ended June 30,
2020 and 2019. Revenue is based on the location where services are provided or goods are sold. Due to the mobile nature of RigNet’s customer base and
the services provided, the Company works closely with its customers to ensure rig or vessel moves are monitored to ensure the location of service
information is properly reflected.

Domestic
International
Total

$
$

Three Months Ended
Six Months Ended
June 30,
June 30,
2020
2019
2020
2019
(in thousands)
22,582 $
28,881
$
45,857 $
53,508
30,809
31,451
66,295
64,334
53,391 $
60,332
$
112,152 $
117,842

The following table presents goodwill, right-of-use lease assets and long-lived assets, net of accumulated depreciation, for the Company’s domestic
and international operations as of June 30, 2020 and December 31, 2019.
June 30,
2020
Domestic
International
Total

$
$
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December 31,
2019
(in thousands)
66,586
$
76,253
39,512
67,631
106,098
$
143,884

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
Note 12 – Related Party Transactions
The Company has a reseller arrangement with Darktrace, which is an artificial intelligence company in cybersecurity that is partially owned by
KKR & CO. Inc. (KKR). KKR is a significant stockholder of the Company. Under the arrangement, the Company sells Darktrace’s cybersecurity audit
services with the Company’s cybersecurity offerings. In the three and six months ended June 30, 2020, the Company purchased none and $0.1 million,
respectively, from Darktrace in the ordinary course of business. In the three and six months ended June 30, 2019, the Company purchased $0.1 million and
$0.1 million, respectively, from Darktrace in the ordinary course of business.
Vissim AS is now a vendor following a competitive request for a quote from RigNet in the ordinary course of business. A customer specified
Vissim AS by name as a provider for an SI project. Vissim AS is 24% owned by AVANT Venture Capital AS, which is owned by and has as the chairman
of its board one of our board members. In the three and six months ended June 30, 2020, the Company purchased $0.1 million and $0.1 million,
respectively, from Vissim AS in the ordinary course of business. In the three and six months ended June 30, 2019, the Company purchased $0.6 million and
$0.6 million, respectively, from Vissim AS in the ordinary course of business.
Note 13 – Restructuring Costs – Cost Reduction Plans
During the six months ended June 30, 2019, the Company incurred a net pre-tax restructuring expense of $0.6 million reported as a general and
administrative expense in the Corporate segment associated with the reduction of 25 employees.
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Item 2. Management’s Discussion And Analysis Of Financial Condition And Results Of Operations
Management’s Discussion and Analysis of Financial Condition and Results of Operations should be read in conjunction with the accompanying
unaudited condensed consolidated financial statements as of June 30, 2020 and for the three and six months ended June 30, 2020 and 2019 included
elsewhere herein, and with our Annual Report on Form 10-K for the year ended December 31, 2019 (our “Annual Report”). The following discussion and
analysis contain forward-looking statements that involve risks and uncertainties. Our actual results may differ materially from those anticipated in these
forward-looking statements as a result of certain factors, including those set forth under “Risk Factors” in Item 1A of our Annual Report and elsewhere in
this Quarterly Report on Form 10-Q. See “Forward-Looking Statements” below.
Forward-Looking Statements
This Quarterly Report on Form 10-Q contains forward-looking statements, within the meaning of Section 27A of the Securities Act of 1933, as
amended, and Section 21E of the Securities Exchange Act of 1934, as amended, that are subject to a number of risks and uncertainties, many of which are
beyond the Company’s control. Forward-looking statements may include statements about:
•

the effects of the COVID-19 pandemic and its effect on general economic activities, including reduced demand for oil and gas;

•

expected forgiveness of any loan obtained by the Company pursuant to the Paycheck Protection Program of the United States Small
Business Administration;

•

the level of drilling and production activity and the number of offshore drilling rigs, floating production storage and offloading units and
other vessels that are removed from service, either temporarily or permanently;

•

competition and competitive factors in the markets in which we operate;

•

demand for our services and solutions;

•

the advantages of our services compared to others;

•

changes in technology and customer preferences and our ability to adapt our product and services offerings;

•

our ability to develop and maintain positive relationships with our customers;

•

our ability to retain and hire necessary employees and appropriately staff our marketing, sales and distribution efforts;

•

our cash and liquidity needs and expectations regarding cash flow from operations, capital expenditures, covenant compliance and
borrowing availability under our Revolving Credit Facility;

•

our expectations regarding the deductibility of goodwill for tax purposes;

•

our business and corporate development strategy, including statements concerning our ability to pursue, consummate and integrate merger
and acquisition opportunities successfully;

•

the amount and timing of contingent consideration payments arising from our acquisitions;

•

our ability to manage and grow our business and execute our business strategy, including developing and marketing additional Apps &
IoT solutions, expanding our market share, increasing secondary and tertiary customer penetration at remote sites, enhancing systems
integration and extending our presence into complementary remote communication segments through organic growth and strategic
acquisitions;

•

our ability to develop and market additional products and services;

•

our cost reduction, restructuring activities and related expenses;
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•

our ability to maintain our WiMax, microwave and LTE networks in the Gulf of Mexico; and

•

our financial performance, including our ability to expand Adjusted EBITDA through our operational leverage.

In some cases, forward-looking statements can be identified by terminology such as “may,” “could,” “should,” “would,” “expect,” “plan,”
“project,” “intend,” “will,” “anticipate,” “believe,” “estimate,” “predict,” “potential,” “pursue,” “target,” “continue,” the negative of such terms or other
comparable terminology that convey the uncertainty of future events or outcomes. All of these types of statements, other than statements of historical fact
included in this Quarterly Report on Form 10-Q, are forward-looking statements.
The forward-looking statements contained in this Quarterly Report on Form 10-Q are largely based on Company expectations, which reflect
estimates and assumptions made by Company management. These estimates and assumptions reflect management’s best judgment based on currently
known market conditions and other factors. Although the Company believes such estimates and assumptions to be reasonable, they are inherently uncertain
and involve a number of risks and uncertainties beyond our control. In addition, management’s assumptions may prove to be inaccurate. The Company
cautions that the forward-looking statements contained in this Quarterly Report on Form 10-Q are not guarantees of future performance, and we cannot
assure any reader that such statements will be realized or the forward-looking statements or events will occur. Future results may differ materially from
those anticipated or implied in forward-looking statements due to factors listed in the “Risk Factors” section of our Annual Report and elsewhere in this
Quarterly Report on Form 10-Q. If one or more of these factors materialize, or if any underlying assumptions prove incorrect, our actual future results,
performance or achievements may vary materially from any projected future results, performance or achievements expressed or implied by these forwardlooking statements. Additionally, the COVID-19 pandemic has had and continues to have a material adverse impact on the world economy and the oil and
gas industry, the results of which may exacerbate any or all of the risk factors described in our Annual Report or herein. As both the spread of the virus as
well as government and industry reactions thereto are occurring at a rapid pace, the ultimate effect of the virus on our business, financial condition and
results of operations remains uncertain. The forward-looking statements speak only as of the date made, and other than as required by law, the Company
undertakes no obligation to publicly update or revise any forward-looking statement, whether as a result of new information, future events or otherwise.
Our Operations
We are a leading provider of ultra-secure, intelligent networking solutions and specialized applications. Customers use our private networks to
manage information flows and execute mission-critical operations primarily in remote areas where conventional telecommunications infrastructure is either
unreliable or unavailable. We provide our clients with what is often the sole means of communication for their remote operations. On top of and vertically
integrated into these networks we provide services ranging from fully-managed voice, data, and video to more advanced services including: cyber security
threat detection and prevention; applications to improve crew welfare, safety or workforce productivity; and a real-time AI-backed data analytics platform
to enhance customer decision making and business performance.
Segment information is prepared consistent with the components of the enterprise for which separate financial information is available and
regularly evaluated by the chief operating decision-maker for the purpose of allocating resources and assessing performance.
•

Managed Communications Services (MCS). Our MCS segment provides remote communications, telephony and technology services for
offshore and onshore drilling rigs and production facilities, support vessels, and other remote sites.
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•

Applications and Internet-of-Things (Apps & IoT). Our Apps & IoT segment provides applications over-the-top of the network layer
including Software as a Service (SaaS) offerings such as a real-time machine learning and AI data platform (Intelie Pipes and Intelie
LIVE), Cyphre Encryption, Enhanced Cybersecurity Services (ECS), edge computing solution services that assist customers with
collecting and standardizing the complex data produced by edge devices (LIVE-IT), applications for safety and workforce productivity
such as weather monitoring primarily in the North Sea (MetOcean), and certain other value-added services such as Adaptive Video
Intelligence (AVI). This segment also includes the private machine-to-machine IoT data networks including Supervisory Control and
Data Acquisition (SCADA) provided primarily for pipelines.

•

Systems Integration. Our Systems Integration segment provides design and implementation services for customer telecommunications
systems. Solutions are delivered based on the customer’s specifications, adhering to international industry standards and best practices.
Project services may include consulting, design, engineering, project management, procurement, testing, installation, commissioning and
maintenance. Additionally, Systems Integration provides complete monitoring and maintenance for fire and gas detection systems and
PLC/automation control systems.

Customers in our MCS and Apps & IoT segments are primarily served under fixed-price contracts, either on a monthly or day rate basis or for
equipment sales. Our contracts are generally in the form of Master Service Agreements, or MSAs, with specific services being provided under individual
service orders. Offshore contracts generally have a term of up to five years with renewal options. Land-based contracts are generally shorter term or
terminable on short notice without a penalty. Service orders are executed under the MSA for individual remote sites or groups of sites, and generally permit
early termination on short notice without penalty in the event of force majeure, breach of the MSA or cold stacking of a drilling rig (when a rig is taken out
of service and is expected to be idle for a protracted period of time). Systems Integration customers are served primarily under fixed-price, long-term
contracts.
Cost of revenue consists primarily of satellite charges, voice and data termination costs, network operations expenses, internet connectivity fees,
equipment purchases for Systems Integration projects and direct service labor. Satellite charges consist of the costs associated with obtaining satellite
bandwidth (the measure of capacity) used in the transmission of service to and from contracted satellites. Direct service labor consists of field technicians,
our Network Operations Center (NOC) employees, and other employees who directly provide services to customers. Network operations expenses consist
primarily of costs associated with the operation of our NOC, which is maintained 24 hours a day, seven days a week. Depreciation and amortization are
recognized on all property, plant and equipment either installed at a customer’s site or held at our corporate and regional offices, as well as intangibles
arising from acquisitions and internal-use software. Selling and marketing expenses consist primarily of salaries and commissions, travel costs and
marketing communications. General and administrative expenses consist of expenses associated with our management, finance, contract, support and
administrative functions.
Profitability generally increases or decreases at an MCS site as we add or lose customers and value-added services. Assumptions used in
developing the rates for a site may not cover cost variances from inherent uncertainties or unforeseen obstacles, including both physical conditions and
unexpected problems encountered with third-party service providers.
Recent Developments
In May 2020, we entered into a loan agreement (PPP Loan) with Bank of America, N.A., as the lender, pursuant to the Paycheck Protection
Program (PPP) of the U.S. Small Business Administration (SBA) established under the Coronavirus Aid, Relief, and Economic Security Act. Under the
PPP Loan, we borrowed $6.3 million which we expect to be eligible for forgiveness pursuant to the applicable regulations of the PPP. Currently, the
regulations provide for loan forgiveness to the extent that (i) the proceeds are used in the Cover Period, as defined in the application for loan forgiveness,
after the funding of the loan, (ii) at least 60% of the forgiven amount is used for eligible payroll costs and (iii) the remaining proceeds are used for interest
on mortgages, rents, or utilities, and interest on other debt obligations incurred before February 15, 2020.
The amount eligible for forgiveness may be reduced if, among other things, we reduce our full-time headcount, or we reduce salaries and wages
beyond certain limits. While we expect all $6.3 million will be used in accordance with the regulations for forgiveness, not all costs are within our control
and these regulations are subject to change as a result of administrative or judicial proceedings or legislative initiatives including additional regulations that
are
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anticipated to be released by the SBA. While we cannot determine the ultimate outcome, based on our assessments on the current rules in place, we believe
it should qualify for full forgiveness.
Any amounts not forgiven must be repaid in two years and accrue interest at a rate of 1.0% per year. No interest or principal payments are due for
six months, at which time interest and principal payments will be made on any unforgiven balance under terms established by Bank of America, N.A. at
that time. The SBA has publicly stated that it intends to review all loans in excess of $2.0 million when loan forgiveness is requested. The SBA has not
provided any further details of this review and we cannot provide any assurances regarding the results of any such review.
We are considered a “smaller reporting company” and “non-accelerated filer” under the rules of the Securities and Exchange Commission. We are
therefore exempt from certain disclosure requirements, such as providing selected financial data and executive compensation information. We are also no
longer required to obtain an external audit on the effectiveness of internal control over financial reporting provided in Section 404(b) of the Sarbanes-Oxley
Act. We have not yet decided which, if any, of these exemptions we will utilize. If we decide to rely on some of these exemptions, we do not anticipate
changing or reducing our controls environment. If we decide to use the exemption from the external audit of our internal control over financial reporting
environment, our auditors will not opine on our internal control environment and it may make it harder for investors to analyze our results of operations
and financial prospects. We cannot predict if investors will find our common stock less attractive because we may rely on these exemptions.
As of June 30, 2020, we have a backlog for our percentage of completion projects of $15.9 million.
Known Trends and Uncertainties
Operating Matters
In the first half of 2020, our customers and us were adversely impacted by the COVID-19 pandemic. Our customers and us have had to close
certain offices and have the majority of employees working from home. Our customers have had certain of their work-sites for large projects closed and are
operating certain sites with only essential employees. Global economic activity and the oil and gas industry declined substantially in the first half of 2020.
Travel to and from remote locations has been restricted and, in some cases, suspended. The global oil industry we serve has experienced reduced demand
and furloughs as a result. Furthermore, in first half of 2020, the Saudi state oil producer, Saudi Aramco and Russia, along with the broader OPEC+ group,
initially failed to reach an agreement to continue production cuts and collectively launched a price war with the goal of attempting to recapture market
share that OPEC+ had lost to U.S. oil producers in recent years. Following the OPEC+ actions on price and in conjunction with significantly reduced
demand as a result of the COVID-19 pandemic, Brent crude prices as of December 31, 2019 were $67.77, fell to $9.12 as of April 21, 2020, and have risen
to $41.64 per barrel as of June 30, 2020.
Uncertainties in the oil and gas industry will continue to impact our profitability. The fundamentals of the oil and gas industry we serve are
expected to remain challenged throughout 2020. Many oil and gas companies have already cut their capital expenditure budgets significantly, reduced
and/or furloughed their workforces, and delayed decisions on future projects or canceled them altogether. During 2020, we expect both onshore and
offshore drilling activity to decline compared to both the previous year and the previous forecast. SI project decision-making is likely to slow and
construction on existing projects may be suspended or delayed due to the impacts of COVID-19. Finally, while our Apps & IoT segment may also be
impacted, we believe our products provide much-needed solutions that enable our customers to be more productive, efficient, safe, and financially
competitive.
In response to this rapidly changing environment, RigNet has taken proactive measures to reduce costs, including eliminating all travel that is not
customer-facing, reducing professional fees, eliminating discretionary spending, and temporarily reducing compensation for our executives, our employees,
and our board of directors. We are also working with both customers and suppliers to reduce our bandwidth costs as sites move from working to idle.
However, our ability to significantly reduce our bandwidth commitments is limited given the nature of our contracts with those satellite providers. RigNet
has also sought to take advantage of certain government relief programs available in the various jurisdictions in which we work.
In addition, uncertainties that could impact our profitability include service responsiveness to remote locations, communication network
complexities, political and economic instability in certain regions, cyber-attacks, export restrictions, licenses and other trade barriers, any or all of which
could be further exacerbated by the COVID26

19 pandemic. These uncertainties may result in the delay of service initiation, which may negatively impact our results of operations. Additional
uncertainties that could impact our operating cash flows include the availability and cost of satellite bandwidth, timing of collecting our receivables, and
our ability to increase our contracted services through sales and marketing efforts while leveraging the contracted satellite and other communication service
costs. We believe these trends have made lenders more reluctant to provide financing to companies operating in and serving the oil and gas industry. We
may be unable to access additional credit to fund ongoing operations.
Sales Tax Audit
We are undergoing a routine sales tax audit from a state where we have operations. The audit can cover up to a four-year period. It is expected that
the audit and the appeals process, if necessary, will be completed within the year. We do not believe that the outcome of the audit will result in a material
impact to the consolidated financial statements.
Results of Operations
The following table sets forth selected financial and operating data for the periods indicated.

Revenue
Expenses:
Cost of revenue (excluding depreciation and amortization)
Depreciation and amortization
Impairment of goodwill
Change in fair value of earn-out/contingent consideration
Selling and marketing
General and administrative
Total expenses
Operating loss
Other expense, net
Loss before income taxes
Income tax benefit (expense)
Net loss
Less: Net income attributable to non-controlling interest
Net loss attributable to RigNet, Inc. stockholders

$

Other Non-GAAP Data:
Adjusted EBITDA
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Three Months Ended
Six Months Ended
June 30,
June 30,
2020
2019
2020
2019
(in thousands)
53,391 $
60,332
$
112,152 $
117,842

$

33,687
6,913
3,916
2,207
9,453
56,176
(2,785)
(1,338)
(4,123)
(129)
(4,252)
70
(4,322)

$

9,701

$

36,519
7,679
1,284
2,952
14,458
62,892
(2,560)
(1,362)
(3,922)
(2,204)
(6,126)
30
(6,156)

$

9,775

$

71,637
13,844
23,141
3,916
5,019
23,282
140,839
(28,687)
(3,187)
(31,874)
851
(31,023)
140
(31,163)

$

72,975
16,591
1,284
6,745
30,928
128,523
(10,681)
(2,528)
(13,209)
(4,870)
(18,079)
60
(18,139)

$

18,052

$

18,161

The following represents selected financial operating results for our segments:
Three Months Ended
Six Months Ended
June 30,
June 30,
2020
2019
2020
2019
(in thousands)
Managed Communications Services:
Revenue
Cost of revenue (excluding depreciation and amortization)
Depreciation and amortization
Impairment of goodwill
Selling, general and administrative
Managed Communication Services operating income (loss)

$

$

Applications and Internet-of-Things:
Revenue
Cost of revenue (excluding depreciation and amortization)
Depreciation and amortization
Selling, general and administrative
Applications & Internet-of-Things operating income

$

$

Systems Integration:
Revenue
Cost of revenue (excluding depreciation and amortization)
Depreciation and amortization
Impairment of goodwill
Selling, general and administrative
Systems Integration and Automation operating income

$

$

34,136
22,985
4,843
2,436
3,872

$

8,805
3,221
1,154
1,563
2,867

$

10,450
7,481
157
302
2,510

$

$

$

$

41,205
25,019
5,059
3,346
7,781

$

74,032 $
48,487
9,502
21,755
5,243
$ (10,955) $

83,538
52,004
11,323
7,143
13,068

8,005
4,387
1,226
835
1,557

$

16,020
8,884
2,457
1,400
3,279

11,122
7,113
639
570
2,800

$

$

$

17,548
7,782
2,336
3,183
4,247

$

20,572
15,368
321
1,386
706
2,791

$

$

$

18,284
12,087
1,301
1,694
3,202

Three Months Ended June 30, 2020 and 2019
Revenue. Revenue decreased by $6.9 million, or 11.5%, to $53.4 million for the three months ended June 30, 2020 from $60.3 million for the three
months ended June 30, 2019. Revenue for the Apps & IoT segment increased by $0.8 million, or 10.0%, due to our focus on the growth of the application
layer and IoT space. The increase was offset by a $7.1 million decrease in MCS segment revenue due to a decrease in site count and stacking of rigs in the
current quarter as a result of the deteriorating conditions in the oil and gas industry that we serve as well as from the effects of the COVID-19 pandemic.
Systems Integration revenue decreased by $0.7 million, or 6.0%, due to the timing of certain projects.
Cost of Revenue (excluding depreciation and amortization). Cost of revenue (excluding depreciation and amortization) decreased by $2.8 million,
or 7.8%, to $33.7 million for the three months ended June 30, 2020 from $36.5 million for the three months ended June 30, 2019. Cost of revenue
(excluding depreciation and amortization) decreased in the MCS segment by $2.0 million and was directly related to the decrease in revenue which was a
result of stacking rigs and decreased site counts. Cost of revenue (excluding depreciation and amortization) decreased in the Apps & IoT segment by $1.2
million was due to a decrease in equipment resales compared to the prior-year quarter. Cost of revenue (excluding depreciation and amortization) increased
in the Systems Integration segment by $0.4 million due to the timing of System Integration projects.
Depreciation and Amortization. Depreciation and amortization expense decreased by $0.8 million to $6.9 million for the three months ended June
30, 2020 from $7.7 million for the three months ended June 30, 2019. The decrease is primarily attributable to the intangibles from the July 2012
acquisition of Nessco being fully amortized coupled with lower capital expenditures.
Selling and Marketing. Selling and marketing expenses decreased by $0.7 million to $2.2 million for the three months ended June 30, 2020 from
$3.0 million for the three months ended June 30, 2019 due to reduction in travel, contract labor and trade shows in the current quarter in response to the
COVID-19 pandemic.
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General and Administrative. General and administrative expenses decreased by $5.0 million to $9.5 million for the three months ended June 30,
2020 from $14.5 million for the three months ended June 30, 2019. General and administrative costs decreased due to reduced stock based-compensation,
non-recurring legal cost attributable to the settlement of the GX Dispute during 2019, and reduced travel and professional fees in response to the COVID19 pandemic.
Income Tax Expense. Our effective income tax rates were (3.1%) and (56.2%) for the three months ended June 30, 2020 and 2019, respectively.
Our effective tax rate is affected by factors including changes in valuation allowances, fluctuations in income across jurisdictions with varying tax rates,
and changes in income tax reserves, including related penalties and interest.
Six Months Ended June 30, 2020 and 2019
Revenue. Revenue decreased by $5.7 million, or 4.8%, to $112.2 million for the six months ended June 30, 2020 from $117.8 million for the six
months ended June 30, 2019. Revenue for the Apps & IoT segment increased by $1.5 million, or 9.5%, due to our focus on the growth of the application
layer and IoT space. Systems Integration revenue increased by $2.3 million, or 12.5%, due to the timing of certain projects. These increases were offset by
a $9.5 million decrease in MCS segment revenue due to a decreases in site counts as a result of the deteriorating conditions in the oil and gas industry that
we serve as well as from the effects of the COVID-19 pandemic and non-recurring service installation related to the expansion of the LTE network in the
Gulf of Mexico that occurred in the prior-year.
Cost of Revenue (excluding depreciation and amortization). Cost of revenue (excluding depreciation and amortization) decreased by $1.3 million,
or 1.8%, to $71.6 million for the six months ended June 30, 2020 from $73.0 million for the six months ended June 30, 2019. Cost of revenue (excluding
depreciation and amortization) increased in the Systems Integration segment by $3.3 million due to the timing of System Integration projects. Cost of
revenue (excluding depreciation and amortization) decreased in the MCS segment by $3.5 million and was directly related to the decrease in revenue which
was a result of stacking rigs and decreased site counts. Cost of revenue (excluding depreciation and amortization) decreased in the Apps & IoT segment by
$1.1 million.
Depreciation and Amortization. Depreciation and amortization expense decreased by $2.7 million to $13.8 million for the six months ended June
30, 2020 from $16.6 million for the six months ended June 30, 2019. The decrease is primarily attributable to the intangibles from the July 2012 acquisition
of Nessco being fully amortized coupled with lower capital expenditures.
Impairment of Goodwill. The combination of the COVID-19 pandemic and unprecedent oil and gas prices during the first half of 2020 impacted
our internal forecast. As a result, we performed an interim goodwill impairment test and determined that two of our reporting units had carrying values in
excess of their fair value which resulted in a goodwill impairment charge of $23.1 million. The charge fully impaired goodwill previously reported in MCS
of $21.8 million and Systems Integration of $1.4 million.
Selling and Marketing. Selling and marketing expenses decreased by $1.7 million to $5.0 million for the six months ended June 30, 2020 from
$6.7 million for the six months ended June 30, 2019. The decrease is due to reductions in travel, contract labor and trade shows in the current quarter in
response to the COVID-19 pandemic.
General and Administrative. General and administrative expenses decreased by $7.6 million to $23.3 million for the six months ended June 30,
2020 from $30.9 million for the six months ended June 30, 2019. General and administrative costs decreased due to reduced stock based-compensation,
non-recurring legal cost attributable to the settlement of the GX Dispute during 2019, and reduced travel and professional fees in response to the COVID19 pandemic.
Income Tax Expense. Our effective income tax rates were 2.7% and (36.9%) for the six months ended June 30, 2020 and 2019, respectively. Our
effective tax rate is affected by factors including changes in valuation allowances, fluctuations in income across jurisdictions with varying tax rates, and
changes in income tax reserves, including related penalties and interest.
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Liquidity and Capital Resources
At June 30, 2020, we had working capital, including cash and cash equivalents, of $44.4 million.
During the next twelve months, we expect our principal sources of liquidity to be cash flows from operating activities, the PPP Loan, cash and cash
equivalents on hand. We believe we have sufficient liquidity and capital resources to meet our current operating requirements. During the COVID-19
pandemic and reduction of oil and gas activity, the Company has cut spending including board, executive, and employee pay, professional fees, capital
expenditures and other operating costs.
Beyond the next twelve months, we expect our principal sources of liquidity to be cash flows provided by operating activities, cash and cash
equivalents on hand, availability under our Credit Agreement and additional financing activities we may pursue, which may include debt or equity
offerings.
Six Months Ended
June 30,
2020

2019
(in thousands)

Condensed Consolidated Statements of Cash Flows Data:
Cash and cash equivalents including restricted cash, January 1,
GX Dispute payment
Remaining net cash provided by operating activities
Net cash provided by (used in) operating activities
Net cash used in investing activities
Net cash provided by financing activities
Changes in foreign currency translation
Cash and cash equivalents including restricted cash, June 30,

$

$

14,505
7,029
7,029
(8,571)
3,461
667
17,091

$

$

23,296
(45,000)
13,743
(31,257)
(11,756)
31,894
265
12,442

Currently, the Norwegian Kroner, the British Pound Sterling and the Brazilian Real are the foreign currencies that could materially impact our
liquidity. We presently do not hedge against foreign currency exchange risks, but evaluate financial risk on a regular basis and may utilize financial
instruments in the future if deemed necessary. During the six months ended June 30, 2020 and 2019, 91.0% and 91.4% of our revenue was denominated in
U.S. dollars, respectively.
Operating Activities
Net cash provided by operating activities was $7.0 million for the six months ended June 30, 2020 compared to net cash used in operating activities
of $31.3 million for the six months ended June 30, 2019. The increase in cash from operating activities of $38.3 million was primarily due the $45.0
million GX Dispute payment made during the six months ended June 30, 2019 and the timing of paying our accounts payable partially offset due to the
timing of receivables.
Our cash provided by operations is subject to many variables including the volatility of the oil and gas industry, the demand for our services, the
cost of satellite bandwidth and the timing of collecting our receivables. Our future cash flow from operations will depend on our ability to increase our
contracted services through our sales and marketing efforts while managing our contracted satellite and other communication service costs.
Investing Activities
Net cash used in investing activities was $8.6 million and $11.8 million for the six months ended June 30, 2020 and 2019, respectively.
Net cash used in investing activities during the six months ended June 30, 2020 and 2019 included $8.6 million and $11.9 million of capital
expenditures, respectively.
Financing Activities
Net cash provided by financing activities was $3.5 million for the six months ended June 30, 2020. Cash provided by financing activities for the six
months ended June 30, 2020, included borrowings on the revolver and
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Paycheck Protection Program loan of $6.8 million and $6.3 million, respectively, and partially offset by $8.4 million in principal payments on our longterm debt, $0.6 million withheld to cover employee taxes on stock-based compensation and $0.5 million in financing fees related to the Credit Agreement.
Net cash provided by financing activities was $31.9 million for the six months ended June 30, 2019. Cash provided by financing activities for the
six months ended June 30, 2019, included $40.0 million in proceeds from borrowings, partially offset by $6.1 million in principal payments on our longterm debt, $1.4 million withheld to cover employee taxes on stock-based compensation and $0.5 million in financing fees related to the Credit Agreement.
Credit Agreement
The Credit Agreement provides for a $16.0 million Term Loan, a $100.0 million RCF and a $30.0 million accordion feature.
The Credit Agreement bears interest at a rate of LIBOR plus a margin ranging from 1.75% to 3.25% based on the Company’s Consolidated
Leverage Ratio. LIBOR is scheduled to cease to exist entirely after 2021. The Credit Agreement addresses this situation with a LIBOR successor rate,
being one or more Secured Overnight Financing Rates (SOFR) or another alternate benchmark rate. The Credit Agreement also addresses the situation in
which no LIBOR successor rate has been determined. Interest on the Credit Agreement is payable monthly with principal payments of $2.0 million due
quarterly beginning June 30, 2020. The weighted average interest rate for the three months ended June 30, 2020 and 2019 were 3.8% and 5.3%,
respectively. The weighted average interest rate for the six months ended June 30, 2020 and 2019 were 4.1% and 5.3%, respectively, with an interest rate of
3.4% at June 30, 2020.
As of June 30, 2020, the outstanding principal amounts were $14.0 million for the Term Loan and, $92.4 million for the RCF.
The Company’s Credit Agreement contains certain covenants and restrictions, including restricting the payment of cash dividends under default,
and maintaining certain financial covenants such as a Consolidated Leverage Ratio, of less than or equal to 3.25 through the third quarter of 2020. The
Consolidated Leverage Ratio requirement then steps down to 3.00 through the second quarter of 2021 and then steps down to 2.75 for all remaining
quarters. The Consolidated Fixed Charge Coverage ratio requirement is greater than or equal to 1.25 through the maturity of the Credit Agreement. If any
default occurs related to these covenants that are not cured or waived, the unpaid principal and any accrued interest can be declared immediately due and
payable. The facilities under the Credit Agreement are secured by substantially all the assets of the Company. We believe we have accurately calculated and
reported our required debt covenant calculations for the June 30, 2020 reporting period and are in compliance with the required covenant ratios. As of June
30, 2020, the Consolidated Leverage Ratio was 3.03 and Consolidated Fixed Charge Coverage Ratio was 2.32.
Vendor Finance Agreement
As of June 30, 2020, the Company had a vendor financing agreement in place, with an outstanding balance of $2.6 million. The outstanding
balance bears interest at a rate of 6% and has quarterly payments of $0.3 million of principal and interest through January 2023.
Paycheck Protection Program Loan
In May 2020, the Company entered into a loan agreement (PPP Loan) with Bank of America, N.A., as the lender, pursuant to the Paycheck
Protection Program (PPP) of the U.S. Small Business Administration (SBA) established under the Coronavirus Aid, Relief, and Economic Security Act.
Under the PPP Loan, the Company borrowed $6.3 million which we expect to be eligible for forgiveness pursuant to the applicable regulations of the
PPP. Currently, the regulations provide for loan forgiveness to the extent that (i) the proceeds are used in the Cover Period, as defined in the application for
loan forgiveness, after the funding of the loan, (ii) at least 60% of the forgiven amount is used for eligible payroll costs and (iii) the remaining proceeds are
used for interest on mortgages, rents, or utilities, and interest on other debt obligations incurred before February 15, 2020.
The amount eligible for forgiveness may be reduced if, among other things, we reduce its full-time headcount or if the Company reduces salaries
and wages beyond certain limits. While we expect all $6.3 million will be used in accordance with the regulations and will be eligible for forgiveness, not
all costs are within our control and these
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regulations are subject to change as a result of administrative or judicial proceedings or legislative initiatives including additional regulations that are
anticipated to be released by the SBA. While we cannot determine the ultimate outcome, based on our assessments on the current rules in place, we believe
it should qualify for full forgiveness.
Any amounts not forgiven must be repaid in two years and accrue interest at a rate of 1.0% per year. No interest or principal payments are due for
six months, at which time interest and principal payments will be made on any unforgiven balance under terms established by Bank of America, N.A. at
that time. The SBA has publicly stated that it intends to review all loans in excess of $2.0 million when loan forgiveness is requested. The SBA has not
provided any further details of this review and we cannot assure the results of any such review.
Off-Balance Sheet Arrangements
We do not engage in any off-balance sheet arrangements.
Non-GAAP Measure
Adjusted EBITDA should not be considered as an alternative to net loss, operating income (loss), basic or diluted loss per share or any other
measure of financial performance calculated and presented in accordance with GAAP. Our Adjusted EBITDA may not be comparable to similarly titled
measures of other companies because other companies may not calculate Adjusted EBITDA or similarly titled measures in the same manner as we do. We
prepare Adjusted EBITDA to eliminate the impact of items that we do not consider indicative of our core operating performance. We encourage you to
evaluate these adjustments and the reasons we consider them appropriate. Net loss is the most comparable GAAP measure to Adjusted EBITDA.
We define Adjusted EBITDA as net loss plus (minus) interest expense; income tax expense (benefit); depreciation and amortization; impairment of
goodwill, intangibles, property, plant and equipment; foreign exchange impact of intercompany financing activities; (gain) loss on sales of property, plant
and equipment, net of retirements; stock-based compensation expense; restructuring charges; change in fair value of earn-outs and contingent
consideration; executive departure costs; mergers and acquisitions costs; the GX Dispute; GX Dispute Phase II costs, COVID-19 costs, and non-recurring
items.
We believe Adjusted EBITDA is useful to investors in evaluating our operating performance for the following reasons:
•

Investors and securities analysts use Adjusted EBITDA as a supplemental measure to evaluate the overall operating performance of
companies, and we understand investor’s and analyst’s analyses include Adjusted EBITDA;

•

By comparing our Adjusted EBITDA in different periods, investors may evaluate our operating results without the additional variations
caused by items that we do not consider indicative of our core operating performance and which are not necessarily comparable from year
to year; and

•

Adjusted EBITDA is an integral component of Consolidated EBITDA, as defined and used in the financial covenant ratios in the Credit
Agreement.

Our management uses Adjusted EBITDA:
•

To indicate profit contribution;

•

For planning purposes, including the preparation of our annual operating budget and as a key element of annual incentive programs;

•

To allocate resources to enhance the financial performance of our business; and

•

In communications with our Board of Directors concerning our financial performance.

Although Adjusted EBITDA is frequently used by investors and securities analysts in their evaluations of companies, Adjusted EBITDA has
limitations as an analytical tool, and you should not consider it in isolation or as a substitute for analysis of our results of operations as reported under
GAAP. Some of these limitations are:
•

Adjusted EBITDA does not reflect our cash expenditures or future requirements for capital expenditures or other contractual
commitments;
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•

Adjusted EBITDA does not reflect changes in, or cash requirements for, our working capital needs;

•

Adjusted EBITDA does not reflect interest expense or principal payments on debt;

•

Adjusted EBITDA does not reflect cash requirements for income taxes;

•

Adjusted EBITDA does not reflect impairment of goodwill, intangibles, property, plant and equipment;

•

Adjusted EBITDA does not reflect the foreign exchange impact of intercompany financing activities;

•

Adjusted EBITDA does not reflect (gain) loss on sales of property, plant and equipment;

•

Adjusted EBITDA does not reflect the stock-based compensation component of employee compensation;

•

Adjusted EBITDA does not reflect mergers & acquisitions costs;

•

Adjusted EBITDA does not reflect the change in fair value of earn-outs and contingent consideration, which may require settlement in
cash in the future;

•

Adjusted EBITDA does not reflect executive departure costs;

•

Adjusted EBITDA does not reflect restructuring charges;

•

Adjusted EBITDA does not reflect the GX Dispute;

•

Adjusted EBITDA does not reflect the GX Dispute Phase II costs;

•

Adjusted EBITDA does not reflect the one-time costs directly related to COVID-19 pandemic such as costs associated with cleaning,
testing, quarantine of employees, and modifications to our Gulf of Mexico microwave network;

•

Although depreciation and amortization are non-cash charges, the assets being depreciated or amortized will often have to be replaced in
the future, and Adjusted EBITDA does not reflect any cash requirements for these replacements; and

•

Other companies in our industry may calculate Adjusted EBITDA or similarly titled measures differently than we do, limiting its
usefulness as a comparative measure.

The following table presents a reconciliation of our net loss to Adjusted EBITDA.

Net loss
Interest expense
Depreciation and amortization
Impairment of goodwill
(Gain) loss on sales of property, plant and equipment, net of retirements
Stock-based compensation
Restructuring
Change in fair value of earn-out/contingent consideration
Executive departure costs
Mergers and Acquisitions costs
COVID-19 Costs
GX dispute Phase II costs
Income tax expense (benefit)
Adjusted EBITDA (non-GAAP measure)

$

$
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Three Months Ended
Six Months Ended
June 30,
June 30,
2020
2019
2020
2019
(in thousands)
(4,252) $
(6,126)
$
(31,023) $
(18,079)
1,325
1,269
2,853
2,507
6,913
7,679
13,844
16,591
23,141
(166)
18
116
11
832
1,170
4,686
5,628
573
3,916
1,284
3,916
1,284
255
553
78
60
146
410
671
671
2,217
4,366
129
2,204
(851)
4,870
9,701 $
9,775
$
18,052 $
18,161

We evaluate Adjusted EBITDA generated from our operations to assess the potential recovery of historical capital expenditures, determine timing
and investment levels for growth opportunities, extend commitments of satellite bandwidth cost, invest in new products and services, expand or open new
offices and service centers, and assess purchasing synergies.
Adjusted EBITDA decreased by $0.1 million to $9.7 million for the three months ended June 30, 2020 from $9.8 million for the three months
ended June 30, 2019. Adjusted EBITDA decreased by $0.1 million to $18.1 million for the six months ended June 30, 2020, from $18.2 million for the six
months ended June 30, 2019.
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Item 3. Quantitative and Qualitative Disclosures about Market Risk
We are subject to a variety of risks, including foreign currency exchange rate fluctuations relating to foreign operations and certain purchases from
foreign vendors. In the normal course of business, we assess these risks and have established policies and procedures to manage our exposure to
fluctuations in foreign currency values.
Our objective in managing our exposure to foreign currency exchange rate fluctuations is to reduce the impact of adverse fluctuations in earnings
and cash flows associated with foreign currency exchange rates. We presently do not hedge these risks, but evaluate financial risk on a regular basis and
may utilize financial instruments in the future if deemed necessary. During the six months ended June 30, 2020 and 2019, 9.0% and 8.6%, respectively, of
our revenues were earned in non-U.S. currencies. As of June 30, 2020 and 2019, we had no significant outstanding foreign exchange contracts.
Our results of operations and cash flows are subject to fluctuations due to changes in interest rates primarily from our variable interest rate longterm debt. We presently do not hedge these risks, but evaluate financial risk on a regular basis and may utilize financial instruments in the future if deemed
necessary. The following analysis reflects the annual impacts of potential changes in our interest rate to a net loss attributable to us and our total
stockholders’ equity based on our outstanding long-term debt at June 30, 2020 and December 31, 2019, assuming those liabilities were outstanding for the
previous twelve months:
June 30,
2020
Effect on Net Income (Loss) and Equity - Increase/Decrease:
1% Decrease/increase in rate
2% Decrease/increase in rate
3% Decrease/increase in rate

$
$
$

December 31,
2019
(in thousands)
1,150
$
1,077
2,299
$
2,155
3,449
$
3,232

Item 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures
Our management, with the participation of our Chief Executive Officer (our principal executive officer) and our Chief Financial Officer (our
principal financial officer), evaluated the effectiveness of our disclosure controls and procedures as of June 30, 2020. The term “disclosure controls and
procedures,” as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934, as amended (the Exchange Act), means controls and
other procedures of a company that are designed to ensure that information required to be disclosed by a company in the reports that it files or submits
under the Exchange Act is recorded, processed, summarized and reported, within the time periods specified in the SEC’s rules and forms. Disclosure
controls and procedures include, without limitation, controls and procedures designed to ensure that information required to be disclosed by a company in
the reports that it files or submits under the Exchange Act is accumulated and communicated to the company’s management, including its principal
executive and principal financial officers, as appropriate to allow timely decisions regarding required disclosure. Management recognizes that any controls
and procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving their objectives and management
necessarily applies its judgment in evaluating the cost-benefit relationship of possible controls and procedures.
Based on the evaluation of our disclosure controls and procedures as of June 30, 2020, our Chief Executive Officer and Chief Financial Officer
concluded that, as of such date, our disclosure controls and procedures were effective at the reasonable assurance level.
Changes in Internal Control over Financial Reporting
There were no changes in our internal control over financial reporting identified in connection with the evaluation required by Rule 13a-15(d) of
the Exchange Act that occurred during the quarter ended June 30, 2020 that has materially affected, or is reasonably likely to materially affect, our internal
control over financial reporting.
Management included in its assessment of internal control over financial reporting of all consolidated entities.
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PART II – OTHER INFORMATION
Item 1. Legal Proceedings
The Company, in the ordinary course of business, is a claimant or a defendant in various other legal proceedings, including proceedings as to which
the Company has insurance coverage and those that may involve the filing of liens against the Company or its assets.
Item 1A. Risk Factors
Reference is made to Part I, Item 1A. “Risk Factors” included in our Annual Report for the information concerning risk factors. In addition to the
risk factor discussed below, the impact of the COVID-19 pandemic may also exacerbate other risks discussed in Item 1A. Risk Factors in our Annual
Report, any of which could have a material adverse effect on us.
The COVID-19 pandemic has significantly reduced demand for our services, and has had, and may continue to have, a material adverse
impact on our financial condition, results of operations and cash flows.
The effects of the COVID-19 pandemic, including actions taken by businesses and governments, have resulted in a significant and swift reduction
in international and U.S. economic activity. These effects have adversely affected the demand for oil and natural gas, as well as for our services. The
collapse in demand for oil caused by this unprecedented global health and economic crisis, coupled with oil oversupply, has had and is reasonably likely to
continue to have, a material adverse impact on the demand for our services. The decline in our customers’ demand for our services has had and is likely to
continue to have, a material adverse impact on our financial condition, results of operations and cash flows.
While the full impact of the COVID-19 outbreak is not yet known, we are closely monitoring the effects of the pandemic on commodity demands
and on our customers, as well as on our operations and employees. These effects have included and may continue to include adverse revenue, net income
and Adjusted EBITDA effects; disruptions to our operations; customer shutdowns of oil and gas exploration and production; employee impacts from
illness, school closures and other community response measures; and temporary closures of our facilities and the facilities of our customers and suppliers.
The extent to which our operating and financial results are affected by COVID-19 will depend on various factors and consequences beyond our
control, such as the duration and scope of the pandemic; additional actions by taken businesses and governments in response to the pandemic; and the
speed and effectiveness of responses to combat the virus. COVID-19 may also materially adversely affect our operating and financial results in a manner
that is not currently known to us or that we do not currently consider to present significant risks to our operations.
Recently, we have experienced increased cancellations of platform space agreements which are having a material adverse effect on our Gulf
of Mexico infrastructure.
We enter License of Platform Space (LOPS) agreements with operators of platforms in the Gulf of Mexico to place equipment necessary for our
WiMax, microwave and LTE networks in the Gulf of Mexico. These agreements allow the operator to cancel the agreement with short notice periods if the
operator intends to decommission or abandon the platform. The downturn in demand for oil and gas triggered by the COVID-19 outbreak has led to a high
number of notifications of cancelations of our LOPS agreements. When LOPS agreements are cancelled, we have to relocate equipment to another platform
in order to maintain our network infrastructure. These moves increase our costs and may have a material adverse effect on our financial results. In
addition, we cannot guarantee that alternative platform space is available for all required network moves resulting from the cancellation of LOPS
agreements. Failure to secure alternative space could result in gaps in our network coverage or degraded network performance and could have a material
adverse effect on our financial condition, results of operations and cash flows.
We are a “smaller reporting company” and “non-accelerated filer” and the reduced disclosure requirements applicable to such companies
may make our common stock less attractive to investors.
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We are considered a “smaller reporting company” and “non-accelerated filer” under the rules of the Securities and Exchange Commission. We are
therefore exempt from certain disclosure requirements, such as providing selected financial data and executive compensation information. We are also no
longer required to obtain an external audit on the effectiveness of internal control over financial reporting provided in Section 404(b) of the Sarbanes-Oxley
Act. We have not yet decided which, if any, of these exemptions we will utilize. If we decide to use the exemption from the external audit of our internal
control over financial reporting environment, our auditors will not opine on our internal control environment and it may make it harder for investors to
analyze our results of operations and financial prospects. We cannot predict if investors will find our common stock less attractive because we may rely on
these exemptions.
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Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
None.
Item 3. Defaults Upon Senior Securities
None.
Item 4. Mine Safety Disclosures
Not applicable.
Item 5. Other Information
Not applicable.
Item 6. Exhibits
The exhibits required to be filed with this Quarterly Report on Form 10-Q are listed in the Exhibit Index attached hereto and are incorporated
herein by reference.
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2.1

Share Purchase and Sale Agreement and Other Pacts between RigNet, Inc. and the shareholders of Intelie Solucoes Em Informatica S.A.
dated January 15, 2018 (filed as Exhibit 2.1 to the Registrant’s Current Report on Form 8-K filed with the SEC on January 17, 2018, and
incorporated herein by reference)

3.1

Amended and Restated Certificate of Incorporation, as amended (filed as Exhibit 3.1 to the Registrant’s Quarterly Report on Form 10-Q
filed with the SEC on August 8, 2016, and incorporated herein by reference)

3.2

Amendment to Amended and Restated Certificate of Incorporation, effective May 18, 2016. (filed as Exhibit 3.2 to the Registrant’s
Quarterly Report on Form 10-Q filed with the SEC on August 8, 2016, and incorporated herein by reference)

3.3

Second Amended and Restated Bylaws of the Registrant, as amended (filed as Exhibit 3.3 to the Registrant’s Annual Report on Form 10-K
filed with the SEC on March 6, 2018, and incorporated herein by reference)

10.1

Promissory Note dated as of May 1, 2020, issued by RigNet, Inc. to Bank of America, N.A., in the initial principal amount of
$6,787,492.00 (filed as Exhibit 10.2 to Registrant's Quarterly Report on Form 10-Q filed with SEC on May 11, 2020, and incorporated
herein by reference)

10.2

Third Amendment to the Share Purchase and Sale Agreement and Other Pacts between RigNet, Inc. and the shareholders of Intelie
Solucoes Em Informatica S.A. dated January 15, 2018 ( filed as Exhibit 10.1 to the Registrant's Current Report on Form 8-K filed with
SEC on June 18, 2020, and incorporated herein by reference)

10.3+

First Amendment to the RigNet, Inc. 2019 Omnibus Incentive Plan

31.1

Certification of Chief Executive Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

31.2

Certification of Chief Financial Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

32.1

Certification of Chief Executive Officer Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

32.2

Certification of Chief Financial Officer Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

101.INS

Inline XBRL Instance Document – the instance document does not appear in the Interactive Data File because XBRL tags are embedded
within the Inline XBRL document.

101.SCH

Inline XBRL Schema Document

101.CAL

Inline XBRL Calculation Linkbase Document

101.LAB

Inline XBRL Label Linkbase Document

101.PRE

Inline XBRL Presentation Linkbase Document

101.DEF

Inline XBRL Definition Linkbase Document

104

Cover Page Interactive Data File (embedded within the Inline XBRL document)

+

Indicates management contract or compensatory plan.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.
RIGNET, INC.
Date: August 7, 2020

By: /s/ LEE M. AHLSTROM
Lee M. Ahlstrom
Senior Vice President and Chief Financial Officer
(Principal Financial Officer)
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Exhibit 10.3
FIRST AMENDMENT TO THE
RIGNET, INC. 2019 OMNIBUS INCENTIVE PLAN
THIS FIRST AMENDMENT is made by RigNet, Inc. (the “Sponsor”),

WITNESSETH:
WHEREAS, the Sponsor adopted on May 8, 2019, and continues to sponsor and maintain the plan known as the “RigNet, Inc. 2019 Omnibus Incentive Plan”
(the “Plan”); and
WHEREAS, the Board of Directors of the Sponsor (the “Board”) retained the right in Section 16.1 of the Plan to amend the Plan from time to time; and
WHEREAS, the Board of Directors of the Sponsor approved resolutions on March 11, 2020 to amend the Plan as set forth below;
NOW, THEREFORE, the Sponsor agrees that, effective as set forth below, the Plan is amended as set forth below:
1.

Amendment to Sections 4.1(a), (b) and (c) of the Plan. Sections 4.1(a), (b) and (c) of the Plan are hereby amended and restated in their entirety
to read as follows:
(a) The aggregate number of shares of Stock with respect to which Awards may be granted under the Plan is 4,975,000 (the “Authorized Shares”).
(b) The aggregate number of shares of Stock with respect to which ISOs may be granted under the Plan is equal to the Authorized Shares.

(c) The maximum number of shares of Stock with respect to which ISOs may be granted to an Employee during a Fiscal Year is equal to the Authorized
Shares. The maximum number of shares of Stock with respect to which NQSOs may be granted to an Employee during a Fiscal Year is equal to the Authorized Shares. The
maximum number of shares of Stock with respect to which SARs may be granted to an Employee during a Fiscal Year is equal to the Authorized Shares. The maximum
number of shares of Stock with respect to which Performance Stock Awards may be granted to an Employee during a Fiscal Year is equal to the Authorized Shares. The
maximum number of shares of Stock with respect to which Performance Unit Awards payable in shares of Stock may be granted to an Employee during a Fiscal Year is
equal to the Authorized Shares. The maximum value of cash with respect to which Performance Unit Awards payable in cash may be granted to an Employee during a Fiscal
Year, determined as of the dates of grants of the Performance Unit Awards, is $3,000,000. The maximum amount that may be paid under Annual Cash Incentive Award(s)
granted to an Employee during a Fiscal Year is $3,000,000.
2.
Effectiveness. In accordance with Section 16.1 of the Plan, the effectiveness of this First Amendment to RigNet, Inc. 2019 Omnibus
Incentive Plan (this “Amendment”) is subject to the approval of the Sponsor’s stockholders at the Sponsor’s 2020 annual general meeting of stockholders. For the
avoidance of doubt, if stockholder approval is not obtained, this Amendment shall be void and of no force and effect.
3.
Effect on the Plan. This Amendment shall not constitute a waiver, amendment or modification of any provision of the Plan not expressly
referred to herein. Except as expressly amended or modified herein, the provisions of the Plan are and shall remain in full force and effect and are hereby ratified
and confirmed.

Exhibit 31.1
CERTIFICATION OF
CHIEF EXECUTIVE OFFICER
OF RIGNET, INC.
PURSUANT TO 15 U.S.C. SECTION 7241, AS ADOPTED
PURSUANT TO SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002
I, Steven E. Pickett, certify that:
a.

I have reviewed this Quarterly Report on Form 10-Q of RigNet, Inc. (the “Registrant”);

b.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made,
in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

c.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the Registrant as of, and for, the periods presented in this report;

d.

The Registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules
13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the Registrant and have:

e.

a.

designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that
material information relating to the Registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during
the period in which this report is being prepared;

b.

designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles;

c.

evaluated the effectiveness of the Registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the
disclosure controls and procedures as of the end of the period covered by this report based on such evaluation; and

d.

disclosed in this report any change in the Registrant’s internal control over financial reporting that occurred during the Registrant’s most recent fiscal quarter
(the Registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the Registrant’s
internal control over financial reporting; and

The Registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the Registrant’s
auditors and the audit committee of the Registrant’s Board of Directors (or persons performing the equivalent functions):
a.

all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to
adversely affect the Registrant’s ability to record, process, summarize and report financial information; and

b.

any fraud, whether or not material, that involves management or other employees who have a significant role in the Registrant’s internal control over
financial reporting.

Date: August 7, 2020

By:

/s/ STEVEN E. PICKETT
Steven E. Pickett
Chief Executive Officer and President

Exhibit 31.2
CERTIFICATION OF
CHIEF FINANCIAL OFFICER
OF RIGNET, INC.
PURSUANT TO 15 U.S.C. SECTION 7241, AS ADOPTED
PURSUANT TO SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002
I, Lee Ahlstrom, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of RigNet, Inc. (the “Registrant”);

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made,
in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the Registrant as of, and for, the periods presented in this report;

4.

The Registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules
13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the Registrant and have:

5.

a.

designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that
material information relating to the Registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during
the period in which this report is being prepared;

b.

designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles;

c.

evaluated the effectiveness of the Registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the
disclosure controls and procedures as of the end of the period covered by this report based on such evaluation; and

d.

disclosed in this report any change in the Registrant’s internal control over financial reporting that occurred during the Registrant’s most recent fiscal quarter
(the Registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the Registrant’s
internal control over financial reporting; and

The Registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the Registrant’s
auditors and the audit committee of the Registrant’s Board of Directors (or persons performing the equivalent functions):
a.

all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to
adversely affect the Registrant’s ability to record, process, summarize and report financial information; and

b.

any fraud, whether or not material, that involves management or other employees who have a significant role in the Registrant’s internal control over
financial reporting.

Date: August 7, 2020

/s/ LEE AHLSTROM
Lee Ahlstrom
Chief Financial Officer

Exhibit 32.1
CERTIFICATION OF
CHIEF EXECUTIVE OFFICER
OF RIGNET, INC.
PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED
PURSUANT TO SECTION 906 OF THE
SARBANES-OXLEY ACT OF 2002
In connection with the accompanying Quarterly Report on Form 10-Q for the period ended June 30, 2020 filed with the Securities and Exchange Commission on the date
hereof (the “Report”), I, Steven E. Pickett, Chief Executive Officer of RigNet, Inc. (the “Company”), hereby certify, to my knowledge, that:
1.

the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2.

the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: August 7, 2020

/s/ STEVEN E. PICKETT
Steven E. Pickett
Chief Executive Officer and President

Exhibit 32.2
CERTIFICATION OF
CHIEF FINANCIAL OFFICER
OF RIGNET, INC.
PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED
PURSUANT TO SECTION 906 OF THE
SARBANES-OXLEY ACT OF 2002
In connection with the accompanying Quarterly Report on Form 10-Q for the period ended June 30, 2020 filed with the Securities and Exchange Commission on the date
hereof (the “Report”), I, Lee Ahlstrom, Chief Financial Officer, of RigNet, Inc. (the “Company”), hereby certify, to my knowledge, that:
1.

the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2.

the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: August 7, 2020

/s/ LEE AHLSTROM
Lee Ahlstrom
Chief Financial Officer

