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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One):

x  QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE

ACT OF 1934.
For the quarterly period ended June 30, 2013

OR

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECTURIES EXCHANGE
ACT OF 1934.

For the transition period from to

Commission File Number: 001-35975

Gogo Inc.

Table of Contents



Edgar Filing: Gogo Inc. - Form 10-Q

(Exact name of registrant as specified in its charter)

Delaware 27-1650905
(State or other jurisdiction of (LR.S. Employer
Incorporation or Organization) Identification No.)

1250 North Arlington Heights Rd.
Itasca, IL 60143
(Address of principal executive offices)
Telephone Number (630) 647-1400
(Registrant s telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes © No x

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files). Yes x No ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a smaller reporting
company. See the definitions of large accelerated filer, accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act.

Large accelerated filer ~ Accelerated filer

Non-accelerated filer ~ x (Do not check if smaller reporting company) Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes ©~ No x

As of August 6, 2013, 84,097,350 shares of $0.0001 par value common stock were outstanding.
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ITEM 1. FINANCIAL STATEMENTS

Assets

Current assets:

Cash and cash equivalents
Restricted cash

PART I. FINANCIAL INFORMATION

Gogo Inc. and Subsidiaries

Condensed Consolidated Balance Sheets

(in thousands, except share and per share data)

Accounts receivable, net of allowances of $281 and $1,139, respectively

Inventories
Prepaid expenses and other current assets

Total current assets

Non-current assets:
Property and equipment, net
Intangible assets, net
Goodwill

Long-term restricted cash
Debt issuance costs

Other non-current assets

Total non-current assets
Total assets

Liabilities and Stockholders equity (deficit)
Current liabilities:

Accounts payable

Accrued liabilities

Deferred revenue

Deferred airborne lease incentives

Current portion of long-term debt and capital leases

Total current liabilities

Non-current liabilities:

Deferred airborne lease incentives
Deferred rent

Deferred tax liabilities

Long-term debt

Asset retirement obligations
Other non-current liabilities

Total non-current liabilities

Table of Contents

June 30,
2013
(unaudited)

$ 312,154
193

25,466
16,443
6,516

360,772

238,053
67,080
3,669
1,390
14,630
17,822

342,644

$ 703,416

$ 17,609
53,231
8,577

7,741

6,926

94,084

48,504
3,933
5,351

238,979
4,631
1,103

302,501

December 31,
2012

$ 112,576
214

24,253

12,149

6,153

155,345

197,674
58,147
620
640
8,826
10,863

276,770

$ 432,115

$ 16,691
45,952

6,663

5,917

4,091

79,314

40,043
4,020
4,949

131,450
2,637
1,101

184,200
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Total liabilities

Commitments and contingencies

Redeemable preferred stock

Class A senior convertible preferred stock, par value $0.01 per share; 0 and 15,000 shares authorized at June 30, 2013
and December 31, 2012, respectively; 0 and 14,126 shares issued and outstanding at June 30, 2013 and December 31,
2012, respectively

Class B senior convertible preferred stock, par value $0.01 per share; 0 and 30,000 shares authorized at June 30, 2013
and December 31, 2012, respectively; 0 and 22,488 shares issued and outstanding at June 30, 2013 and December 31,
2012, respectively

Junior convertible preferred stock, par value $0.01 per share; 0 and 20,000 shares authorized at June 30, 2013 and
December 31, 2012, respectively; 0 and 19,070 shares issued and outstanding at June 30, 2013 and December 31, 2012,
respectively

Total preferred stock

Stockholders equity (deficit)

Common stock, par value $0.0001 per share; 500,000,000 and 103,000,000 shares authorized at June 30, 2013 and
December 31, 2012, respectively; 84,918,761 and 7,619,429 shares issued at June 30, 2013 and December 31, 2012,
respectively; and 84,097,350 and 6,798,017 shares outstanding at June 30, 2013 and December 31, 2012, respectively
Additional paid-in-capital

Accumulated other comprehensive loss

Accumulated deficit

Total stockholders equity (deficit)
Total liabilities and stockholders equity (deficit) $

See the Notes to Unaudited Condensed Consolidated Financial Statements

Table of Contents

396,585

8
866,960

(242)

(559,895)

306,831

703,416

$

263,514

174,199

285,035

155,144

614,378

9,110
20)
(454,867)

(445,777

432,115
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Gogo Inc. and Subsidiaries

Unaudited Condensed Consolidated Statements of Operations

(in thousands, except per share amounts)

Revenue:
Service revenue
Equipment revenue

Total revenue

Operating expenses:

Cost of service revenue (exclusive of items shown below)
Cost of equipment revenue (exclusive of items shown below)
Engineering, design and development

Sales and marketing

General and administrative

Depreciation and amortization

Total operating expenses
Operating loss

Other (income) expense:
Interest income

Interest expense

Fair value derivative adjustment
Other income

Total other (income) expense

Income (loss) before incomes taxes
Income tax provision

Net income (loss)
Class A and Class B senior convertible preferred stock return
Accretion of preferred stock

Net loss attributable to common stock

Net loss attributable to common stock per share basic and diluted

Weighted average number of shares basic and diluted

For the Three Months
Ended June 30,
2013 2012
$ 62,000 $ 40,249
17,437 17,630
79,437 57,879
31,135 19,237
8,048 7,284
12,333 7,738
7,060 6,950
16,214 12,383
13,709 9,162
88,499 62,754
(9,062) 4,875)
(14) (15)
10,370 530
36,305 (8,513)
9]
46,660 (7,998)
(55,722) 3,123
267 223
(55,989) 2,900
(13,994) (13,377)
(2,595) (2,612)
$(72,578)  $(13,089)
$ 498 $ (1.93)
14,585 6,798

See the Notes to Unaudited Condensed Consolidated Financial Statements
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For the Six Months
Ended June 30,
2013 2012
$ 116,935 $ 76,664
33,256 35,488
150,191 112,152
57,105 37,065
15,777 14,758
24,618 15,312
13,690 12,740
30,809 24,033
27,554 17,427
169,553 121,335
(19,362) (9,183)
(33) (25)
14,290 599
36,305 (9,640)
50,562 (9,066)
(69,924) (117)
542 449
(70,466) (566)
(29,277) (24,905)
(5,285) (5,198)
$(105,028) $ (30,669)
$ 9.82) $ (451
10,694 6,798
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Gogo Inc. and Subsidiaries
Unaudited Condensed Consolidated Statements of Comprehensive Income (Loss)

(in thousands)

For the Three Months
Ended June 30,
2013 2012
Net income (loss) $(55,989) $2,900
Currency translation adjustments, net of tax (133)
Comprehensive income (loss) $(56,122) $2,900

See the Notes to Unaudited Condensed Consolidated Financial Statements
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For the Six Months
Ended June 30,
2013 2012

$(70,466) $(566)
(222)

$(70,688)  $(566)
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Gogo Inc. and Subsidiaries
Unaudited Condensed Consolidated Statements of Cash Flows

(in thousands)

Operating activities:

Net loss

Adjustments to reconcile net loss to cash provided by (used in) operating activities:
Depreciation and amortization

Fair value derivative adjustment

Loss on asset disposals/abandonments
Deferred income taxes

Stock compensation expense
Amortization of deferred financing costs
Changes in operating assets and liabilities:
Accounts receivable

Inventories

Prepaid expenses and other current assets
Deposits on satellite services

Other non-current assets

Accounts payable

Accrued liabilities

Deferred airborne lease incentives
Deferred revenue

Deferred rent

Other non-current liabilities

Net cash provided by (used in) operating activities

Investing activities:

Proceeds from the sale of property and equipment

Purchases of property and equipment

Acquisition of intangible assets capitalized software

Acquisition of Airfone, includes $1.0 million in restricted cash at June 30, 2013
(Increase) decrease in investing restricted cash

Net cash used in investing activities

Financing activities:

Proceeds from initial public offering, net of offering costs
Proceeds from credit facility

Payment of debt, including capital leases

Payment of debt issuance costs

Other

Net cash provided by financing activities

Effect of exchange rate changes on cash
Increase in cash and cash equivalents
Cash and cash equivalents at beginning of period

Table of Contents

For the Six Months
Ended June 30,
2013 2012
$ (70,466) $ (566)
27,554 17,427
36,305 (9,640)
49 505
402 402
1,783 1,695
1,171 40
(791) 568
(4,294) 2,023
(216) 189
4,774)
341 (906)
(801) (1,924)
2,234 2,916
6,795 4,340
1,914 1,972
(81) 568
196 344
(2,679) 19,953

220 20

(58,712) (24,625)
(7,397) (6,597)
(9,344)

273 (250)
(74,960) (31,452)
173,387 (2,691)
113,000 135,000

(2,750) (313)
(6,975) (9,609)

580 22
277,242 122,409

(25)

199,578 110,910
112,576 42,591
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Cash and cash equivalents at end of period

Supplemental Cash Flow Information:
Cash paid for interest
Cash paid for taxes
Noncash Investing and Financing Activities:
Purchases of property and equipment in current liabilities
Purchases of property and equipment paid by commercial airlines
Purchases of property and equipment under capital leases
Acquisition of intangible assets capitalized in current liabilities
Asset retirement obligation incurred
Class A and Class B senior convertible preferred stock return
Accretion of preferred stock
Equity financing costs included in current liabilities

See the Notes to Unaudited Condensed Consolidated Financial Statements
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$312,154

$ 10,531
217

$ 20,190
3,490

70

919

110
29,277
5,285
3,137

$ 153,501

$ 122
108

$ 11,109
1,596
118

1,171

73

24,905
5,198
1,399
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Gogo Inc. and Subsidiaries

Unaudited Condensed Consolidated Statements of Stockholders Equity (Deficit)

Balance at January 1, 2013

Net Loss

Class A senior convertible preferred stock and Class B
senior convertible preferred stock return

Accretion on preferred stock

Currency translation adjustments, net of tax

Stock compensation expense

Stock option exercises

Issuance of common stock, net of fees

Conversion of convertible preferred stock (including
embedded derivative liability)

Balance at June 30, 2013

Table of Contents

(in thousands, except share data )

Additional
Common Stock Paid-In
Shares Par Value Capital
6,798,017 $ $ 9,110
1,783
63,860 580
11,000,000 1 170,249
66,235,473 7 685,238

84,097,350  $ 8  $ 866,960

Accumulated

Comprehensive

$

$

Other

Loss

(20)

(222)

(242)

Accumulated

$

$

Deficit
(454,867)
(70,466)

(29,277)
(5,285)

(559,895)

Total
$ (445,777)
(70,466)

(29,277)

(5,285)

(222)
1,783
580
170,250

685,245

$ 306,831

10
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Gogo Inc. and Subsidiaries
Notes to Unaudited Condensed Consolidated Financial Statements
1. Basis of Presentation

The Business Gogo Inc. ( we, us, our, etc.) is a holding company, which through its operating subsidiaries is a provider of in-flight connectivity
and wireless in-cabin digital entertainment solutions. Effective January 1, 2013, we realigned our operating segments into the following three

segments: Commercial Aviation North America or CA-NA, Commercial Aviation Rest of World or CA-ROW and Business Aviation or BA .

previously reported three segments: commercial aviation or CA, International, and BA. The realignment is intended to better align our reporting
structure to the way in which we manage our business. The BA segment was not impacted by the realignment. Prior period segment disclosures
have been restated to conform to the current year presentation. Our CA-NA business provides Gog® branded in-flight connectivity and wireless
digital entertainment solutions to commercial airline passengers flying routes that begin and end within North America, which for this purpose
includes the continental United States (including Alaska), Canada and Mexico. Through our CA-ROW business we intend to provide in-flight
connectivity and wireless digital entertainment solutions to passengers flying on foreign-based commercial airlines and international flights of
U.S.-based commercial airlines. This includes routes that begin or end outside of North America (as defined above) for which our international
service is provided. Our CA-ROW business is in the start-up phase as we initiated our international expansion efforts in the first quarter of 2012.
Our BA business sells equipment for in-flight telecommunications and provides in-flight internet connectivity and other voice and data
communications products and services to the business aviation market. BA services include Gogo Biz, our in-flight broadband service that
utilizes both our air-to-ground ( ATG ) network and our ATG spectrum, and satellite-based voice and data services through our strategic alliances
with satellite companies.

Basis of Presentation The accompanying unaudited condensed consolidated financial statements and notes have been prepared in accordance
with accounting principles generally accepted in the United States of America ( GAAP ) and in conformity with Article 10 of Regulation S-X
promulgated under the Securities Act of 1933, as amended. Accordingly, they do not include all the information and notes required by GAAP
for complete financial statements and should be read in conjunction with our annual audited consolidated financial statements and the notes
thereto.

In the opinion of management, all adjustments considered necessary for a fair presentation of the results of interim periods have been made. All
adjustments are of a normal, recurring nature, except as otherwise disclosed. All inter-company transactions and balances have been eliminated.
The unaudited condensed consolidated financial statements presented herein include the financial statements of our wholly-owned subsidiaries
and our affiliate, AC Management LLC ( ACM ).

We are the managing member of ACM, an affiliate whose units are owned by members of management. ACM was established for the sole
purpose of providing an ownership stake in us to members of management, and ACM s transactions effectively represent a share-based
compensation plan. Since we are the managing member of ACM and thereby control ACM, including controlling which members of
management are granted ownership interests, ACM is included in our unaudited condensed consolidated financial statements.

The results of operations and cash flows for the three and six month periods ended June 30, 2013 are not necessarily indicative of the results that
may be expected for the fiscal year ending December 31, 2013.

On June 20, 2013, we priced our Initial Public Offering ( IPO ) of 11,000,000 shares of our common stock and such shares began trading on the
NASDAQ Global Select Market on June 21, 2013. The public offering price of the shares sold in the offering was $17.00 per share. Upon
consummation of the IPO, all outstanding shares of convertible preferred stock converted into 66,235,473 shares of common stock.

As described in Note 3, Preferred Stock and Common Stock to the audited consolidated financial statements for the year ended December 31,
2012 included in our Prospectus filed with the Securities and Exchange Commission on June 24, 2013 pursuant to Rule 424(b) under the
Securities Act of 1933 (our Prospectus ), the liquidation preference associated with our Class A Senior Convertible Preferred Stock ( Class A
Preferred Stock ) provided for a minimum return upon a Deemed Liquidation Event, such as an IPO. The additional common shares issued in
connection with such minimum return upon the consummation of the IPO are included in the number of common shares above into which the
preferred stock converted.

In connection with our IPO our Board of Directors authorized a 103 for 1 split of our common stock which was effected on June 17, 2013. These
unaudited condensed consolidated financial statements give retroactive effect to the stock split.

Table of Contents 11
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Gogo Inc. and Subsidiaries

Notes to Unaudited Condensed Consolidated Financial Statements (Continued)

Use of Estimates The preparation of financial statements in conformity with accounting principles generally accepted in the United States of
America requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities, disclosures of
contingent assets and liabilities at the date of the financial statements, and the reported amounts of revenues and expenses during the reporting
period. On an ongoing basis, management evaluates the significant estimates and bases such estimates on historical experience and on various
other assumptions believed to be reasonable under the circumstances. However, actual results could differ materially from those estimates.

Under agreements with certain of our airline partners to upgrade certain fleets to our new ATG-4 airborne equipment from our existing ATG
airborne equipment, on a quarterly basis we reassess the useful lives of the ATG component parts requiring replacement. As a result of our
analysis, we shortened the useful lives of these component parts to be consistent with when the aircraft are expected to be upgraded under this
retrofit program. The change in estimated useful lives related to this specific retrofit program resulted in $0.7 million and $3.5 million increases
in the accelerated depreciation recorded in the three and six month periods ended June 30, 2013, respectively, which increased net loss per basic
and fully diluted share by $0.05 and $0.33, respectively, for those periods. We expect to incur an additional $2.9 million of accelerated
depreciation through the third quarter of 2014. The weighted average useful life of our ATG component parts scheduled to be upgraded under
this retrofit program before and after the reassessment was seven years and 3.7 years, respectively. The useful lives of ATG component parts not
scheduled to be upgraded as part of this retrofit program remained at seven years.

Comprehensive Income/Loss - Comprehensive income/loss for the three and six month periods ended June 30, 2013 is net loss plus unrealized
losses on foreign currency translation adjustments.

2. Recent Accounting Pronouncements

In February 2013, the FASB issued ASU 2013-02, FASB Finalizes New Disclosure Requirements for Reclassification Adjustments Out of AOCI

( ASU 2013-02 ). This pronouncement adds new disclosure requirements for items reclassified out of accumulated other comprehensive income
( AOCI ). ASU 2013-02 is intended to help entities improve the transparency of changes in other comprehensive income ( OCI ) and items
reclassified out of AOCI in their financial statements. It does not amend any existing requirements for reporting net income or OCI in the
financial statements. This guidance, which we adopted effective January 1, 2013, did not have a material impact on our financial position, results
of operations or cash flows.

3. Net Loss Per Share

Basic and diluted net loss per share have been calculated in accordance with ASC 260, Earnings Per Share ( ASC 260 ), using the
weighted-average number of common shares outstanding for the period. Our Class A Preferred Stock, Class B Senior Convertible Preferred
Stock ( Class B Preferred Stock ) and Junior Convertible Preferred Stock ( Junior Preferred Stock ) are all considered participating securities
requiring the two-class method to calculate basic and diluted earnings per share. In periods of a net loss attributable to common stock, the three
classes of preferred stock are excluded from the computation of basic earnings per share either due to the fact that they are not required to fund
losses or because the redemption amount is not reduced as a result of losses.

For the three and six month periods ended June 30, 2013 and 2012 all outstanding shares of common stock underlying ACM units and stock

options were excluded from the computation of diluted shares outstanding because they were anti-dilutive. Additionally, for the three and six
month periods ended June 30, 2012 all outstanding shares of convertible preferred stock for the period prior to their conversion into common
stock upon the IPO were excluded from the computation of diluted shares outstanding because they were anti-dilutive.

Table of Contents 13
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Notes to Unaudited Condensed Consolidated Financial Statements (Continued)

The following table sets forth the computation of basic and diluted earnings per share using the two-class method (in thousands, except per
share amounts):

For the Three Months For the Six Months
Ended June 30, Ended June 30,
2013 2012 2013 2012
Net income (loss) $ (55,989) $ 2,900 $ (70,466) $ (566)
Less: Preferred stock return 13,994 13,377 29,277 24,905
Less: Accretion of preferred stock 2,595 2,612 5,285 5,198
Undistributed losses $(72,578) $ (13,089) $(105,028) $ (30,669)
Common stock undistributed losses $(72,578) $ (13,089) $ (105,028) $ (30,669)
Class A Preferred Stock undistributed losses
Class B Preferred Stock undistributed losses
Junior Preferred Stock undistributed losses
Undistributed losses $(72,578) $ (13,089) $ (105,028) $ (30,669)
Weighted-average common shares outstanding-basic and diluted 14,585 6,798 10,694 6,798
Net loss attributable to common stock per share-basic and diluted $ (4.98) $ (1.93) $  (9.82) $ 451

4. Inventories

Inventories consist primarily of telecommunications systems and parts, and are recorded at the lower of cost (average cost) or market. We

evaluate the need for write-downs associated with obsolete, slow-moving, and nonsalable inventory by reviewing net realizable inventory values

on a periodic basis.

Inventories as of June 30, 2013 and December 31, 2012, all of which were included within the BA segment, were as follows (in thousands):

June 30, December 31,

2013 2012
Work-in-process component parts $12,897 $ 9,997
Finished goods 3,546 2,152
$ 16,443 $ 12,149

5. Composition of Certain Balance Sheet Accounts

Property and equipment as of June 30, 2013 and December 31, 2012 were as follows (in thousands):

Table of Contents
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Office equipment, furniture, and fixtures
Leasehold improvements

Airborne equipment

Network equipment

Accumulated depreciation

Property and equipment, net

Table of Contents

June 30,
2013
$ 17,604
7,293
203,390
114,813

343,100
(105,047)

$ 238,053

December 31,
2012

$ 15,895

7,152

163,896

96,000

282,943
(85,269)

$ 197,674
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Notes to Unaudited Condensed Consolidated Financial Statements (Continued)

Other non-current assets as of June 30, 2013 and December 31, 2012 were as follows (in thousands):

June 30, December 31,
2013 2012

Canadian ATG license payments (/) $ 2,855 $ 3,080
Deposits on satellite technology solutions equipment and airborne
equipment 8,434 5,747
Deposits on satellite services 4,774
Other 1,759 2,036
Total other non-current assets $17,822 $ 10,863

(1) See Note 19, Canadian ATG License for further information.
Accrued liabilities as of June 30, 2013 and December 31, 2012 consist of the following (in thousands):

June 30, December 31,
2013 2012

Employee benefits $ 8,755 $ 11,212
Airline revenue share 8,183 6,261
Property, use, sales, and income tax 2,632 2,917
Airborne installation costs 4,825 2,866
Airborne equipment 6,618 9,343
Accrued equity financing costs 3,032 170
Airfone Acquisition related liabilities (/) 4,073
Other 15,113 13,183
Total accrued liabilities $53,231 $ 45,952

(I) See Note 6, Airfone Acquisition for further information.
6. Airfone Acquisition

On April 11, 2013, we consummated the acquisition of LiveTV Airfone, LLC ( Airfone ) which had more than 1,000 subscribers for its airborne
voice communication services and a Federal Communications Commission ( FCC ) license for 1 MHz of ATG spectrum held by LiveTV, LLC
( LiveTV ). The purchase price for the acquisition was $9.3 million. In connection with the acquisition, we also agreed to license certain
intellectual property rights from LiveTV.

In connection with our ongoing integration of Airfone, we have determined that Airfone over-billed its customers for and may have
under-remitted FCC-mandated Federal Universal Service Fund ( FUSF ) fees to Universal Services Administrative Company ( USAC ). Asa
result, Airfone may need to remit additional amounts to USAC and, due to the difference between amounts collected and remitted, may owe
refunds to its customers. Although we are continuing to review Airfone s records, based on facts currently known by us, we believe that the
aggregate amount of any under-remittances to USAC and liability to Airfone customers for the period beginning January 1, 2009 and ending

Table of Contents 16
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March 31, 2013 is approximately $3.0 million. As we continue our review the aggregate amount of Airfone s liability both to USAC and to
Airfone customers could increase or decrease, possibly materially. In addition, to the extent that it is ultimately determined that Airfone
under-remitted FUSF fees to USAC, Airfone may be subject to enforcement action by the FCC, which could result in, among other things,
interest payments, penalties and fines. To the extent that it is ultimately determined that Airfone has a liability to the FCC, USAC and/or to
Airfone s customers, we believe that we have the benefit of an indemnity provision, including a $1 million escrow account, under our purchase
agreement with LiveTV. If for any reason the indemnification under the LiveTV purchase agreement is unavailable or insufficient to cover such
liabilities, our financial position, cash flows and results of operations could be materially and adversely affected.

The Airfone acquisition is being accounted for under the acquisition method of accounting and the results of operations are included in our
financial statements from the date of acquisition. The preliminary allocation of the purchase price included $0.4 million of trade receivables,
$0.2 million of prepaid expenses and other current assets, $2.2 million of property and equipment, $8.3 million of intangibles (which includes
$7.1 million for customer lists, $0.2 million for trademarks and $1.0 million of indefinite lived assets related to the IMHz of ATG spectrum),
$3.0 million of goodwill, $3.1 million of accrued liabilities (which includes the potential liability to the FCC, USAC and/or Airfone s customers
as noted above) and $1.7 million of asset retirement obligations.

10
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Notes to Unaudited Condensed Consolidated Financial Statements (Continued)

Of the $9.3 million purchase price, $1.0 million remained in escrow and is included in long-term restricted cash along with a corresponding
amount in accrued liabilities in our unaudited condensed consolidated balance sheet. The goodwill represents the excess of purchase price over
the fair market value of the identifiable net assets acquired and is equal to the $3.0 million estimated liability to the FCC, USAC and/or
customers noted above. This purchase price allocation is preliminary as we are in the process of determining the following: 1) valuation amounts
for certain intangible assets acquired; 2) the acquisition date fair value of certain prepaid assets and liabilities assumed, including the potential
liability to the FCC, USAC and/or Airfone s customers noted above, and the assumed asset retirement obligations; and 3) the associated resulting
goodwill. We have recorded preliminary estimates for certain of the items noted above, and will record adjustments, if any, to the preliminary
amounts upon finalization of the valuations. This acquisition did not have a material impact on our financial statements. Accordingly, we have
not presented pro forma disclosures.

7. Intangible Assets

Our intangible assets are comprised of both indefinite and finite-lived intangible assets. Intangible assets with indefinite lives and goodwill are
not amortized, but are reviewed for impairment at least annually or whenever events or circumstances indicate the carrying value of the asset
may not be recoverable. We perform our annual impairment tests of our indefinite-lived intangible assets and goodwill during the fourth quarter
of each fiscal year. We reevaluate the useful life of the FCC License each reporting period to determine whether events and circumstances
continue to support an indefinite useful life. The results of our annual indefinite-lived intangible assets and goodwill impairment assessments in
the fourth quarter of 2012 indicated no impairment.

Changes in the carrying value of goodwill are as follows (in thousands):

CA-NA CA-ROW BA Total
Balance at January 1, 2013 $ $ $ 620 $ 620
Acquisition of Airfone (/) 3,049 3,049
Balance at June 30, 2013 $ $ $ 3,669 $ 3,669

(I) See Note 6, Airfone Acquisition for further information.

Our finite-lived intangible assets, other than software, relate exclusively to our BA segment. We amortize our finite-lived intangible assets over
their estimated useful lives. Our intangible assets, other than goodwill, as of June 30, 2013 and December 31, 2012 were as follows (in
thousands, except for weighted average remaining useful life):

Weighted
Average As of June 30, 2013 As of December 31, 2012
Remaining Gross Net Gross Net

Useful Life  Carrying Accumulated  Carrying Carrying Accumulated  Carrying
(in

years) Amount Amortization Amount Amount Amortization Amount
Amortized intangible assets:
Software 32 $ 63866 $ (38918) $24948 $ 58,765 $ (35,263) $ 23,502
Trademark/trade name (") 4.8 3,072 (2,863) 209 2,852 (2,852)
Aircell Axxess technology 1.6 4,129 (3,688) 441 4,129 (3,549) 580
OEM and dealer relationships 3.6 6,724 4,314) 2,410 6,724 (3,978) 2,746
Service customer relationships (/) 4.8 8,081 (1,292) 6,789 981 (981)
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Total amortized intangible assets $ 85872 $ (51,075) $34,797 $ 73451 $ (46,623) $ 26,328

Unamortized intangible assets:
FCC Licenses 7/ $ 32283 % $32283 § 31,319 §$ $ 31,319

Total intangible assets $118,155 $ (51,075) $67,080 $104,770 $ (46,623) $ 58,147

(1) See Note 6, Airfone Acquisition for further information.
Amortization expense was $2.6 million and $4.9 million for the three and six month periods ended June 30, 2013, respectively, and $1.7 million
and $3.4 million for the comparable prior year periods.
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Amortization expense for each of the next five years and thereafter is estimated to be as follows (in thousands):

Amortization
Years ending December 31, Expense
2013 (period from July 1 to December 31) $ 5,019
2014 $ 9,687
2015 $ 7,355
2016 $ 5,542
2017 $ 3,863
Thereafter $ 3,331

Actual future amortization expense could differ from the estimated amount as the result of future investments and other factors.
8. Warranties

Our BA segment provides warranties on parts and labor for our systems. Our warranty terms range from two to five years. Warranty reserves are
established for costs that are estimated to be incurred after the sale, delivery, and installation of the products under warranty. The warranty
reserves are determined based on known product failures, historical experience, and other available evidence, and are included in accrued
liabilities in our unaudited condensed consolidated balance sheet. Our warranty reserve balance was $0.8 million and $0.9 million as of June 30,
2013 and December 31, 2012, respectively.

9. Long-Term Debt and Other Liabilities

Senior Term Facility - On June 21, 2012, we borrowed $135.0 million under a five-year term loan that matures on June 21, 2017 (the Senior
Term Facility ), the terms of which are set forth in a Credit Agreement dated as of June 21, 2012 among Gogo Intermediate Holdings LLC

( GIH ), Aircell Business Aviation Services LLC ( ABAS ), and Gogo LLC, as borrowers, the lenders named therein, and Morgan Stanley Senior
Funding, Inc., as Administrative Agent and Collateral Agent. We received net cash proceeds of $125.4 million following the payment of debt
issuance fees of $9.6 million under the Senior Term Facility. On April 4, 2013, we borrowed $113.0 million (the New Borrowing ) under an
amendment to the Credit Agreement governing the Senior Term Facility, dated as of June 21, 2012, among GIH, ABAS and Gogo LLC, as
borrowers, the lenders named therein, and Morgan Stanley Senior Funding, Inc., as Administrative Agent and Collateral Agent. We refer to our
existing Senior Term Facility, as so amended, as the Amended Senior Term Facility. The amendment increased the size of the Senior Term
Facility from $135.0 million to $248.0 million. We received net cash proceeds from the New Borrowing of $103.0 million following the
payment of debt issuance fees of $10.0 million. As of June 30, 2013 and December 31, 2012 we had $243.9 million and $133.3 million,
respectively, outstanding under the Amended Senior Term Facility. We will use the proceeds from the Amended Senior Term Facility for
general corporate purposes, including upgrading certain fleets of certain airline partners to ATG-4 technology and funding our international
expansion to the extent permitted by the Amended Senior Term Facility.

GIH, Gogo LLC and ABAS are the borrowers under the Amended Senior Term Facility. The obligations of the borrowers under the Amended
Senior Term Facility are guaranteed by each of our direct and indirect wholly-owned domestic subsidiaries, in each case to the extent otherwise
permitted by applicable law, regulation and contractual provision. In addition, the Amended Senior Term Facility and the guarantees thereunder
are secured by security interests in (i) all of the capital stock of all direct domestic subsidiaries owned by the borrowers and the guarantors,

(i1) 65% of the capital stock of each direct foreign subsidiary owned by any borrower or any guarantor (it being understood that a foreign
subsidiary holding company will be deemed a foreign subsidiary), and (iii) substantially all other tangible and intangible assets (including
intellectual property) of the borrowers and the guarantors, subject in each case to certain exceptions.

The Amended Senior Term Facility contains customary representations and warranties, affirmative and negative covenants, and definitions of
events of default. If an event of default occurs and so long as such event of default is continuing, the amounts outstanding will accrue interest at
an increased rate and payments of such outstanding amounts could be accelerated. We do not have maintenance covenants under the terms of the
Amended Senior Term Facility but as part of its affirmative covenants, we need to maintain a minimum cash balance of $5.0 million, comply
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with certain reporting and notice requirements and periodic financial statement reporting on a borrowing entity basis. As of June 30, 2013, we
were in compliance with our reporting and notice requirements and no event of default had occurred.
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The Amended Senior Term Facility contains a number of covenants that, among other things, limit or restrict the ability of the borrowers and the
guarantors to dispose of assets, incur or guarantee additional indebtedness, prepay certain subordinated indebtedness, modify certain terms of
certain material agreements (including intercompany agreements), make dividends and other restricted payments, issue additional preferred
stock, make investments (including a cap on investments in our international business during the term of the Senior Term Facility), incur or
maintain liens, make capital expenditures, engage in mergers and certain other fundamental changes, engage in certain transactions with
affiliates, enter into sale-leaseback arrangements or enter into agreements restricting dividends or other distributions by subsidiaries to the
borrowers or any of their subsidiaries.

Under the Senior Term Facility, principal payments of $0.8 million were due on the last day of each calendar quarter starting on September 30,
2012 and ending on March 31, 2013, and under the Amended Senior Term Facility, principal payments of $1.6 million are due on the last day of
each calendar quarter starting on June 30, 2013 and ending March 31, 2017, with the remaining unpaid principal amount of the loan due and
payable at maturity.

The loans outstanding under the Amended Senior Term Facility bear interest, at our option, either: (i) at the base rate, which is defined as the
highest of (a) the rate of interest published by the Wall Street Journal, from time to time, as the prime rate, (b) !/, of 1% per annum above the
weighted average of the rates on overnight federal funds transactions, (c) an adjusted London inter-bank offered rate (adjusted for statutory
reserve requirements and with a rate floor of 1.5%) ( LIBO Rate ) for an interest period of one month plus 1.00% and (d) 2.50% or (ii) at the
LIBO Rate plus, in each case, an applicable margin. The applicable margin is 9.75% per annum with respect to any LIBO Rate loan and

8.75% per annum with respect to any base rate loan, per annum. As of June 30, 2013, the interest rate on the Amended Senior Term Facility was
11.25% and all loans were outstanding as three month LIBOR Rate loans.

We paid $9.6 million of loan origination fees and financing costs related to the Senior Term Facility, all of which has been accounted for as
deferred financing costs. We paid $10.0 million of additional fees related 