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Independent Auditors’ Review Report 

The Board of Directors 

Monitronics International, Inc.: 

Report on the Financial Statements 

We have reviewed the accompanying condensed consolidated balance sheet of Monitronics International, Inc. 

(and its subsidiaries) as of September 30, 2021, the related condensed consolidated statements of operations 

and comprehensive income (loss) and stockholders’ equity for the three-month and nine-month periods ended 

September 30, 2021 and 2020, and the related condensed consolidated statements of cash flows for the 

nine-month period ended September 30, 2021 and 2020. 

Management’s Responsibility 

The Company’s management is responsible for the preparation and fair presentation of the interim financial 

information in accordance with U.S. generally accepted accounting principles; this responsibility includes the 

design, implementation, and maintenance of internal control sufficient to provide a reasonable basis for the 

preparation and fair presentation of interim financial information in accordance with U.S. generally accepted 

accounting principles. 

Auditors’ Responsibility 

Our responsibility is to conduct our review in accordance with auditing standards generally accepted in the 

United States of America applicable to reviews of interim financial information. A review of interim financial 

information consists principally of applying analytical procedures and making inquiries of persons responsible 

for financial and accounting matters. It is substantially less in scope than an audit conducted in accordance with 

auditing standards generally accepted in the United States of America, the objective of which is the expression 

of an opinion regarding the financial information. Accordingly, we do not express such an opinion. 

Conclusion 

Based on our review, we are not aware of any material modifications that should be made to the accompanying 

interim financial information for it to be in accordance with U.S. generally accepted accounting principles. 

Dallas, Texas 

November 12, 2021 



Assets

Current assets:

Cash and cash equivalents ................................................................................................................................ $ 4,662 $ 6,123 

Restricted cash ..................................................................................................................................................

Trade receivables, net of allowance for doubtful accounts of $2,624 in 2021 and $3,096 in 2020 ...............

Inventories, net .................................................................................................................................................

Prepaid and other current assets .......................................................................................................................

Total current assets ...........................................................................................................................................

Property and equipment, net of accumulated depreciation of $29,939 in 2021 and $17,621 in 2020 ...............

Subscriber accounts and deferred contract acquisition costs, net of accumulated amortization of 
  $399,135 in 2021 and $254,928 in 2020…........................................................................................................

Dealer network and other intangible assets, net of accumulated amortization of 
  $51,581 in 2021 and $32,118 in 2020…............................................................................................................

Deferred income tax asset, net .............................................................................................................................

Operating lease right-of-use asset .........................................................................................................................

Other assets ...........................................................................................................................................................

Total assets $ 1,281,860 $ 1,346,663 

Liabilities and Stockholders' Equity

Current liabilities:

Accounts payable .............................................................................................................................................. $ 26,055 $ 20,728 

Other accrued liabilities ...................................................................................................................................

Deferred revenue ..............................................................................................................................................

Holdback liability .............................................................................................................................................

Current portion of long-term debt ....................................................................................................................

Total current liabilities .....................................................................................................................................

Non-current liabilities:

Long-term debt .................................................................................................................................................

Long-term holdback liability ............................................................................................................................

Operating lease liabilities .................................................................................................................................

Other liabilities .................................................................................................................................................

Total liabilities ..............................................................................................................................................

Stockholders' equity:

Preferred stock, $0.01 par value.  Authorized 5,000,000 shares; no shares issued

Common stock, $0.01 par value.  Authorized 45,000,000 shares; issued and outstanding 22,500,000 
  shares at both September 30, 2021 and December 31, 2020..............................................................................

Additional paid-in capital .....................................................................................................................................

Accumulated deficit ..............................................................................................................................................

Accumulated other comprehensive (loss) income, net ........................................................................................

Total stockholders' equity .............................................................................................................................

Total liabilities and stockholders' equity ...................................................................................................... $ 1,281,860 $ 1,346,663 

September 30, 
2021

December 31, 
2020

82 171 

10,928 13,360 

18,539 7,612 

43,661 22,612 

77,872 49,878 

44,119 41,943 

1,009,431 1,102,977 

101,910 113,010 

584 584 

20,837 17,962 

27,107 20,309 

59,011 58,721 

970,994 

12,913 13,300 

5,675 8,536 

8,225 8,225 

1,223 

16,868 15,305 

225 225 

65,030 89,038 

1,212,841 1,186,070 

— 

111,879 109,510 

1,017,996 

69,019 160,593 

MONITRONICS INTERNATIONAL, INC. AND SUBSIDIARIES
Condensed Consolidated Balance Sheets

Amounts in thousands, except share amounts
(unaudited)

379,175 379,175 

(309,254) (216,714)

(1,127) (2,093)

— 

1,068 



Net revenue ....................................................................................................... $ 133,155 $ 130,852 

Operating expenses:

Cost of services .............................................................................................. 41,733 31,383 

Selling, general and administrative, including long-term incentive
compensation…............................................................................................... 44,276 31,572 

Radio conversion costs.................................................................................... 6,150 5,612 

Amortization of subscriber accounts and other intangible assets..................... 53,681 57,240 

Depreciation ...................................................................................................

Operating income (loss) ..............................................................................

Other expense:

Interest expense .............................................................................................. 21,174 20,033 

Refinancing expense ......................................................................................

Unrealized loss on derivative financial instruments........................................

Loss before income taxes ............................................................................ (40,783) (18,447)

Income tax expense (benefit).............................................................................. (14,255) 717 

Net loss ....................................................................................................... (26,528) (19,164)

Other comprehensive loss:

Unrealized gain (loss) on derivative contracts, net of tax ...............................

Total other comprehensive income (loss), net of tax ......................................

Comprehensive loss .................................................................................... $ (26,402) $ (19,639)

Basic and diluted income per share:

Net loss ....................................................................................................... $ (1.18) $ (0.85)

MONITRONICS INTERNATIONAL, INC. AND SUBSIDIARIES
Condensed Consolidated Statements of Operations and Comprehensive Income (Loss)

Amounts in thousands
(unaudited)

126 (475)

126 (475)

2,486 — 

23,826 20,033 

— 166 

(16,957) 1,586 

4,272 3,459 

150,112 129,266 

Three Months Ended September 30,

2021 2020



Net revenue ....................................................................................................... $ 399,670 $ 374,235 

Operating expenses:

Cost of services .............................................................................................. 114,896 87,017 

Selling, general and administrative, including long-term incentive
compensation…............................................................................................... 124,534 108,566 

Radio conversion costs.................................................................................... 24,779 14,103 

Amortization of subscriber accounts and other intangible assets..................... 163,577 164,889 

Depreciation ...................................................................................................

Goodwill Impairment......................................................................................

Operating loss .............................................................................................

Other expense:

Interest expense .............................................................................................. 61,674 60,582 

Refinancing expense ......................................................................................

Unrealized (gain) loss on derivative financial instruments.............................. 166 

Loss before income taxes ............................................................................ (105,500) (152,884)

Income tax expense (benefit).............................................................................. (12,960) 1,937 

Net loss ....................................................................................................... (92,540) (154,821)

Other comprehensive loss:

Unrealized gain (loss) on derivative contracts, net of tax ...............................

Total other comprehensive income (loss), net of tax ......................................

Comprehensive loss .................................................................................... $ (91,574) $ (157,090)

Basic and diluted income per share:

Net loss ....................................................................................................... $ (4.11) $ (6.88)

— 81,943 

966 (2,269)

966 (2,269)

3,196 — 

65,036 60,582 
— 

440,134 466,537 

(40,464) (92,302)

12,348 10,019 

2021 2020

MONITRONICS INTERNATIONAL, INC. AND SUBSIDIARIES
Condensed Consolidated Statements of Operations and Comprehensive Income (Loss)

Amounts in thousands
(unaudited)

Nine Months Ended September 30,



Cash flows from operating activities:

Net loss ........................................................................................................... $ (92,540) $ (154,821)

Adjustments to reconcile net loss to net cash provided by operating
activities:

Amortization of subscriber accounts and other intangible 
assets…....................................................................................................... 

Depreciation ................................................................................................

Long-term incentive compensation .............................................................

Trade bad debt expense ...............................................................................

Goodwill impairment ..................................................................................

Other non-cash activity, net ........................................................................

Changes in assets and liabilities:

Trade receivables ........................................................................................

Inventories ..................................................................................................

Prepaid expenses and other assets ...............................................................

Subscriber accounts - deferred contract acquisition costs ...........................

Payables and other liabilities .......................................................................

Net cash provided by operating activities ................................................

Cash flows from investing activities:

Capital expenditures .......................................................................................

Cost of subscriber accounts acquired, net of holdback payments ..................

Cost of intangible assets acquired................................................................... (8,363)

Net cash used in investing activities ........................................................

Cash flows from financing activities:

Proceeds from long-term debt ........................................................................

Payments on long-term debt ...........................................................................

Payment of refinancing costs...........................................................................

Contingent bonus payments on dealer acquired accounts ..............................

Earnout Payments ...........................................................................................

Net cash provided (used) by financing activities .....................................

Net decrease in cash, cash equivalents and restricted 
cash…..................................................................................................... 

Cash, cash equivalents and restricted cash at beginning of period ........................

Cash, cash equivalents and restricted cash at end of period .................................. $ 4,744 $ 12,892 

Supplemental cash flow information:

State taxes paid, net ........................................................................................... $ 2,150 $ 2,532 

Interest paid .......................................................................................................

Accrued capital expenditures .............................................................................

Earnout Payments liability .................................................................................

163,577 164,889 

12,348 10,019 

2021 2020

364 713 

94,595 84,799 

175 722 

(2,941) (3,204)

24,212 

(28,311) (4,554)

(3,497) (1,904)

(2,927)

(5,380) — 

79,500 65,000 

(14,791) (10,530)

(52,528) (83,825)

(428)

(75,682) (94,783)

57,296 59,686 

(19,298) (1,054)

(1,550) (2,109)

6,294 15,001 

(27,669) (63,669)

MONITRONICS INTERNATIONAL, INC. AND SUBSIDIARIES
Condensed Consolidated Statements of Cash Flows 

Amounts in thousands 
(unaudited)

1,269 (3,153)

Nine Months Ended September 30,

4,996 6,567 

— 81,943 

(1,636)

49,920 95,601 

(10,936)

5,403 2,867 

(2,564) (5,338)



Balance as of December 31, 2020 $ 225 $ 379,175 $ (216,714) $ (2,093) $ 160,593 

Net loss .................................................

Other comprehensive income ...............

Balance at March 31, 2021 $ 225 $ 379,175 $ (247,991) $ (1,412) $ 129,997 

Net loss .................................................

Other comprehensive income ...............

Balance at June 30, 2021 $ 225 $ 379,175 $ (282,726) $ (1,253) $ 95,421 

Net loss .................................................

Other comprehensive income ...............

Balance at September 30, 2021 $ 225 $ 379,175 $ (309,254) $ (1,127) $ 69,019 

Balance at December 31, 2019 $ 225 $ 379,175 $ (33,331) $ 9 $ 346,078 

Adoption of ASU 2016-13 (1,627)
Adjusted balance at January 1, 2020 $ 225 $ 379,175 $ (34,958) $ 9 $ 344,451 

Net loss .................................................

Other comprehensive loss .....................

Balance at March 31, 2020 $ 225 $ 379,175 $ (148,963) $ (1,804) $ 228,633 

Net loss .................................................

Other comprehensive income ...............

Balance at June 30, 2020 $ 225 $ 379,175 $ (170,615) $ (1,785) $ 207,000 

Net loss .................................................

Other comprehensive income ...............

Balance at September 30, 2020 $ 225 $ 379,175 $ (189,779) $ (2,260) $ 187,361 22,500,000

— (19,164)

— — — — (475) (475)

— — — (19,164)

(31,277)

— 

Additional
Paid-in
Capital

Accumulated 
Deficit

— — — (26,528)

— 

— 

— — 

22,500,000

— 

22,500,000

Amount

— 

22,500,000

— 

MONITRONICS INTERNATIONAL, INC. AND SUBSIDIARIES
Condensed Consolidated Statement of Stockholders' Equity 

Amounts in thousands, except share amounts
(unaudited)

Common Stock
Additional

Paid-in
Capital

Accumulated 
Deficit

Accumulated 
Other 

Comprehensive 
Income (Loss)

Total 
Stockholders' 

EquityShares Amount

22,500,000

— 

(1,813)

(1,627)

(114,005)

(31,277)

— — — 681 681 

19 19 

— — — (21,652) — (21,652)

— — — — 

22,500,000

(1,813)

— 
22,500,000

Accumulated 
Other 

Comprehensive 
Income (Loss)

Total 
Stockholders' 

Equity

— — 

— 

Common Stock

22,500,000

— 

— 

— 

Shares

— 

(114,005)

— 

— (26,528)

126 126 

22,500,000

(34,735)

— — — 159 159 

(34,735) — 

— — — — 

— 

— — 



MONITRONICS INTERNATIONAL, INC. AND SUBSIDIARIES 
Notes to Condensed Consolidated Financial Statements 

For the Period Ended September 30, 2021 
(unaudited) 

(1) Basis of Presentation

Monitronics International, Inc. and its subsidiaries (collectively, "Monitronics" or the "Company", doing business as Brinks 
HomeTM) provide residential customers and commercial client accounts with monitored home and business security systems, as 
well as interactive and home automation services, in the United States, Canada and Puerto Rico.  Monitronics customers are 
obtained through our direct-to-consumer sales channel (the "Direct to Consumer Channel"), which offers professional 
installation security solutions, as well as Do-It-Yourself options, and our exclusive authorized dealer network (the "Network 
Sales Channel"), which provides product and installation services, as well as support to customers.   

The Company’s unaudited condensed consolidated balance sheets as of September 30, 2021 and December 31, 2020, unaudited 
condensed consolidated statements of operations and comprehensive income (loss) for the three and nine months ended 
September 30, 2021 and for the three and nine months ended September 30, 2020, and the unaudited condensed consolidated 
statements of cash flows for the nine months ended September 30, 2021 and September 30, 2020, include the results of 
Monitronics and all of its direct and indirect subsidiaries.  The accompanying interim condensed consolidated financial 
statements are unaudited but, in the opinion of management, reflect all adjustments (consisting of normal recurring accruals) 
necessary for a fair presentation of the results for such periods in accordance with generally accepted accounting principles in 
the United States (“GAAP”).  The results of operations for any interim period are not necessarily indicative of results for the 
full year.  These unaudited condensed consolidated financial statements should be read in conjunction with the Monitronics 
Annual Report on Form 10-K for the year ended December 31, 2020, filed with the SEC on March 18, 2021. 

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that 
affect the reported amounts of revenue and expenses for each reporting period. The significant estimates made in preparation of 
the Company’s condensed consolidated financial statements primarily relate to valuation of subscriber accounts, deferred tax 
assets and other indefinite-lived intangible assets. These estimates are based on management’s best estimates and judgment. 
Management evaluates its estimates and assumptions on an ongoing basis using historical experience and other factors, 
including consideration of the potential impacts of the COVID-19 pandemic, and adjusts them when facts and circumstances 
change. As the effects of any future events cannot be determined with any certainty, actual results could differ from the 
estimates upon which the carrying values were based. 

The Company has reclassified certain prior period amounts on the condensed consolidated statement of cash flows to conform 
to current period presentation. 

AT&T Digital Life Asset Purchase 

On April 9, 2021, the Company, as buyer, entered into a Master Sales and Marketing Agreement and Technology Transfer 
Agreement (the “Agreements”) with AT&T Digital Life ("Digital Life"), as seller.  Pursuant to the Agreements, the Company 
purchased a list of approximately 190,000 active customers with the exclusive right to sign these customers to monitoring 
contracts with the Company until August 2025 (the “customer-related intangible asset”), as well as a perpetual license to certain 
technology to support the radio conversion process for customers that elect to convert to the Company’s services (the 
“technology license asset”, together with the customer-related intangible asset, the “agreement assets”).   

The Agreements provide for an upfront cash payment for the agreement assets of $7,500,000 to Digital Life at the closing date, 
and a second $7,500,000 cash payment in the future period contingent on a certain number of customers having converted to 
the Company’s services.   

The transaction was accounted for as an asset acquisition by allocating the total cost to the acquired assets on a relative fair 
value basis.  The Company recognized $3,916,000 for the customer-related intangible asset and $4,434,000 for the technology 
license asset at the closing date of April 9, 2021.  Included in the amounts recognized for the customer-related intangible asset 
and technology license asset is $850,000 of direct acquisition costs.  These assets are presented in Dealer network and other 
intangible assets, net of accumulated amortization, in our condensed consolidated balance sheets.  Future contingent payments 
for the agreement assets are not deemed “probable” as defined by ASC 450-20 (“Contingencies – Loss Contingences”) for the 
period ending September 30, 2021 and are therefore not reflected in our condensed consolidated balance sheets.  The Company 
will continue to assess the probability each period going forward and will recognize the contingent payments as intangible 
assets in the subsequent period when payment becomes probable as defined by ASC 450-20. 



 
Additionally, the Agreements establish that the Company will pay a commission to Digital Life for a certain limited number of 
months of each converted customer’s life measured from the conversion date, subject to adjustments for customer accounts that 
are no longer active.  The commission obligation is accounted for as per ASC 450-20 and ASC 340-40 (“Other Assets and 
Deferred Costs – Contracts with Customers”) according to actual customer conversion activity each period.  Accrued 
commissions payable to Digital Life for the period ending September 30, 2021 of $1,500,000 are presented within other non-
current liabilities in our condensed consolidated balance sheets. 
 
(2)          Recent Accounting Pronouncements 
 
In December 2019, the FASB issued ASU 2019-12, Simplifying the Accounting for Income Taxes ("ASU 2019-12").  ASU 
2019-12 simplifies the accounting for income taxes by removing certain exceptions to the general principles in ASC 740, 
Income Taxes.  We adopted ASU 2019-12 effective January 1, 2021.  The adoption of this ASU did not have a material impact 
on our condensed consolidated financial statements. 
 
In March 2020, the FASB issued ASU 2020-04, Reference Rate Reform (Topic 848) ("ASU 2020-04"). ASU 2020-04 provides 
optional guidance for a limited period of time to ease potential accounting impact associated with transitioning away from 
reference rates that are expected to be discontinued, such as the London Interbank Offered Rate ("LIBOR"). The amendments 
in this ASU apply only to contracts, hedging relationships, and other transactions that reference LIBOR or another reference 
rate expected to be discontinued. The amendments in ASU 2020-04 can be adopted as of March 12, 2020 and are effective 
through December 31, 2022. The guidance is optional and may be elected over time as reference rate reform activities occur. 
During the second quarter of 2020, the Company elected to apply the hedge accounting expedients related to probability and the 
assessments of effectiveness for future LIBOR-indexed cash flows to assume that the index upon which future hedged 
transactions will be based matches the index on the corresponding derivatives. Application of these expedients preserves the 
presentation of derivatives consistent with past presentation. The Company continues to evaluate the impact of the guidance 
and may apply other elections as applicable as additional changes in the market occur. 
 
(3)          Other Accrued Liabilities 
  
Other accrued liabilities consisted of the following (amounts in thousands):  

  
September 30, 

2021  
December 31, 

2020 
Accrued payroll and related liabilities……………………………..…………………………
 .................................................................................................................................................. 

$ 7,259    $ 11,563  
Interest payable………………………………………….……………………………...…….
 ..................................................................................................................................................

781    278  
Income taxes payable…………………………………………………………………………
 .................................................................................................................................................. 

379    2,301  
Operating lease liabilities……………………………………………………………….…….
 .................................................................................................................................................. 

4,672    3,418  
Contingent dealer liabilities…………………………………………………………………..
 .................................................................................................................................................. 

1,947    2,756  
Earnout Payments liability……………………………………………………………………
 .................................................................................................................................................. 

35,922    31,633  
Accrued service tickets……………………………………………………………………… 2,283    1,538  
Accrued state, local and property taxes……………………………………………………… 2,021    2,589  
Other………………………………………………………………………………………….
 .................................................................................................................................................. 

3,747    2,645  
Total Other accrued liabilities………………………………………………………………
 ............................................................................................................................................... 

$ 59,011    $ 58,721  
 
 
 
 
 
 
 
 



(4) Debt

Debt consisted of the following (amounts in thousands): 

September 30,
2021

December 31,
2020

Takeback Loan Facility, matures March 29, 2024, LIBOR plus 6.5%, subject to a LIBOR 
floor of 1.25%, with an effective rate of 7.9%....................................................................... $ 802,555 $ 812,219 

Term Loan Facility, matures July 3, 2024, LIBOR plus 5.0%, subject to a LIBOR floor of 
1.5%, with an effective rate of 6.6%...................................................................................... 149,323 150,000 

Revolving Credit Facility, matures July 3, 2024, LIBOR plus 5.0%, subject to a LIBOR 
floor of 1.5%, or base rate (with a floor of 4.5%) plus 4.0%, with an effective rate of 9.2% 74,343 17,000 

$ 1,026,221 $ 979,219 

Less:  Current portion of long-term debt……………………………………………………..
 .................................................................................................................................................

(8,225) (8,225) 
Long-term debt………………………………………………………………………...
 .......................................................................................................................................

$ 1,017,996 $ 970,994 

Takeback Loan Facility 

On August 30, 2019 (the “Effective Date”), pursuant to the terms of the chapter 11 reorganization plan (the “Plan”), the 
Company entered into an $822,500,000 takeback term loan facility (the "Takeback Loan Facility") with the lenders party 
thereto, and Alter Domus, formerly known as Cortland Capital Market Services, LLC., as administrative agent.   

On March 18, 2021, the Company entered into Amendment No. 2 to the Takeback Loan Facility which was accounted for as a 
modification of the existing debt agreement.  This amendment provides additional capacity under financial covenants to 
facilitate the Company’s growth strategies and includes a 1% interest rate increase beginning in January 2022.  The Company 
capitalized deferred financing costs associated with Amendment No. 2 in the amount of $3,905,000.    

On May 28, 2021, the Company entered into Amendment No. 3 to the Takeback Loan Facility.  This amendment adds LIBOR 
replacement provisions and aligns certain covenants with those of the Credit Facilities.   

The Takeback Loan Facility requires periodic interest payments based on the selected LIBOR term, or monthly if on a base 
rate, and quarterly principal payments of $2,056,250, and matures on March 29, 2024.  Interest on loans made under the 
Takeback Loan Facility accrues at an interest rate per year equal to the LIBOR rate (with a floor of 1.25%) plus 6.5% or base 
rate plus 5.5%; increasing to 7.5% and 6.5% respectively beginning in January 2022.  The Takeback Loan Facility, subject to 
certain exceptions, is guaranteed by each of the Company's existing and future domestic subsidiaries and is secured by 
substantially all the assets of the Company and such subsidiary guarantors.  See note 13, Consolidating Guarantor Financial 
Information for further information.  The Takeback Loan Facility contains customary representations, warranties, covenants 
and events of default and related remedies. 

As of September 30, 2021, the Company has deferred financing costs, net of accumulated amortization, of $3,494,000 related to 
the Takeback Loan Facility.  The deferred financing costs are presented within Long-term debt in our condensed consolidated 
balance sheets. 

Credit Facilities 

On the Effective Date, pursuant to the terms of the Plan, the Company entered into a $145,000,000 senior secured revolving 
credit facility, as amended on June 17, 2020 (the "Revolving Credit Facility"), including a $10,000,000 swingline loan, and 
$150,000,000 in senior secured term loans (the "Term Loan Facility" and together with the Revolving Credit Facility, the 
"Credit Facilities") with the lenders party thereto, KKR Capital Markets LLC as lead arranger and bookrunner, KKR Credit 
Advisors (US) LLC as Structuring Advisor and Encina Private Credit SPV, LLC as administrative agent, swingline lender and 
L/C issuer.  On May 5, 2021, the Company entered into Amendment No. 2 to the Credit Facilities which was accounted for as a 
modification of the existing debt agreement.  This amendment provides additional capacity under financial covenants to 
facilitate the Company’s growth strategies and includes a 1% interest rate increase beginning in January 2022.  The Company 
capitalized deferred financing costs associated with Amendment No. 2 in the amount of $1,475,000.    

As of September 30, 2021, the Company had approximately $600,000 available under a standby letter of credit issued.  As of 
September 30, 2021, $69,400,000 is available for borrowing under the Revolving Credit Facility, subject to certain financial 
covenants. 



The maturity date of loans made under the Credit Facilities is July 3, 2024, subject to a springing maturity of March 29, 2024, 
or earlier, depending on any repayment, refinancing or changes in the maturity date of the Takeback Loan Facility.  Interest on 
loans made under the Credit Facilities accrues at an interest rate per year equal to the LIBOR rate (with a floor of 1.5%) plus 
5.0% or base rate (with a floor of 4.5%) plus 4.0%, dependent upon the type of borrowing requested by the Company.  In 
January 2022, the applicable rate increases by 1% as per Amendment No. 2.  There is a commitment fee of 0.75% on unused 
portions of the Revolving Credit Facility.   

The Credit Facilities, subject to certain exceptions, are guaranteed by each of the Company's existing and future domestic 
subsidiaries and are secured by substantially all the assets of the Company and such subsidiary guarantors.  See note 13, 
Consolidating Guarantor Financial Information for further information.  The Credit Facilities contain customary 
representations, warranties, covenants and events of default and related remedies. 

As of September 30, 2021, the Company has deferred financing costs, net of accumulated amortization, of $1,335,00 related to 
the Credit Facilities.  The deferred financing costs are presented within Long-term debt in our condensed consolidated balance 
sheets. 

The terms of the Takeback Loan Facility and the Credit Facilities provide for certain financial and nonfinancial covenants.  As 
of September 30, 2021, the Company was in compliance with all required covenants under these financing arrangements. 

As of September 30, 2021, principal payments scheduled to be made on the Company’s debt obligations are as follows 
(amounts in thousands): 

Remainder of 2021…………………………………………………………………………………………...
.........................................................................................................................................................................

$ 2,056 

2022…………………………………………………………………………………………………………..
.........................................................................................................................................................................

8,225 

2023…………………………………………………………………………………………………………..
.........................................................................................................................................................................

8,225 

2024…………………………………………………………………………………………………………..
.........................................................................................................................................................................

1,012,544 

2025…………………………………………………………………………………………………………..
.........................................................................................................................................................................

— 

2026…………………………………………………………………………………………………………..
.........................................................................................................................................................................

— 

Thereafter…………………………………………………………………………………………………….
........................................................................................................................................................................

— 

Total principal payments…………………………………………………………………………………… 1,031,050 

Less: 

Unamortized deferred debt costs……………………………………………………………………………..
........................................................................................................................................................................

(4,829) 

Total debt on condensed consolidated balance sheet………………………………………………………. $ 1,026,221 

(5) Derivatives

Interest Rate Cap

In November of 2019, the Company entered into an interest rate cap agreement to reduce the interest rate risk inherent in the 
Company's variable rate Takeback Loan Facility. The interest rate cap agreement provides the right to receive cash if the 
reference interest rate rises above a contractual rate. The premium paid for the interest rate cap agreement was $3,020,000, 
which was the initial fair value of the interest rate cap recorded on the condensed consolidated balance sheets. 

The critical terms of the interest rate cap were designed to mirror the terms of the Company's variable rate Takeback Loan 
Facility and are highly effective at offsetting the cash flows being hedged. The Company designated the interest rate cap as a 
cash flow hedge of the variability of the LIBOR-based interest payments on $750,000,000 of principal of the Takeback Loan 
Facility. The interest rate cap agreement will expire on December 31, 2023. The effective portion of the interest rate cap's 
change in fair value is recorded in Accumulated other comprehensive income (loss).  Any ineffective portions of the interest 
rate cap's change in fair value are recognized in current earnings in Interest expense. 

On April 19, 2021, the interest rate cap agreement was simultaneously dedesignated and redesignated to update the assessment 
of effectiveness methodology to support the ability to change from 1-month LIBOR to 3-month LIBOR for interest payments 
on the Takeback Loan.  Upon redesignation, the hedge relationship continues to be highly effective at offsetting the cash flows 
being hedged.  The amounts previously recognized in Accumulated other comprehensive income (loss) relating to the 
dedesignation (“frozen AOCI”) are amortized on a straight-line basis to Interest expense over the remaining life of the interest 
rate cap agreement. 



On July 1, 2021, the Company elected to dedesignate the interest rate cap agreement and has discontinued hedge accounting 
treatment.  The remaining amount of unrealized losses in Accumulated other comprehensive income (loss) (“frozen AOCI”) 
will be amortized to Interest expense in our condensed consolidated statements of operations and comprehensive income (loss) 
over the remaining term of the agreement.  Subsequent to the dedesignation date, changes in the fair value of the of the interest 
rate cap are recorded in Unrealized gain (loss) on derivative financial instruments, net in our condensed consolidated statements 
of operations and comprehensive income (loss).   
 
During the three and nine months ended September 30, 2021, interest expense of $126,000 and $492,000, respectively, was 
reclassified from Accumulated other comprehensive income (loss) to Interest expense on the condensed consolidated 
statements of operations and comprehensive income (loss).  Of these amounts, $126,000 and $221,000, respectively, represent 
amortization of frozen AOCI from amounts relating to dedesignation.  The Company expects to reclassify approximately 
$502,000 from Accumulated other comprehensive income (loss) to Interest expense on the condensed consolidated statements 
of operations and comprehensive income (loss) in the next twelve months. 
 
The fair value of the interest rate cap was $426,000 at September 30, 2021, and constituted an asset of the Company. The fair 
value of the interest rate cap is included in non-current Other assets, net on the condensed consolidated balance sheets based on 
the maturity date of the derivative instrument. See note 6, Fair Value Measurements for related fair value disclosures. 
 
The impact of the derivatives on the condensed consolidated financial statements is depicted below (amounts in thousands): 
 

          

 
Three Months Ended 

September 30,   
 Three Months Ended 

September 30, 
 2021    2020 
Effective portion of loss recognized in Accumulated other 
comprehensive income (loss) due to change in fair value of asset……… $ —   $ (661) 

 
 

Effective portion of loss reclassified from Accumulated other 
comprehensive income (loss) into Net income (loss) (a)………………... $ —   $ 186  

  
Reclassification of loss from Accumulated other comprehensive income 
(loss) into Net income (loss) related to dedesignation (a)………………. $ 126    $ — 

 
 

 
 

(a)  Amounts are included in Interest expense in the condensed consolidated statements of operations and 
comprehensive income (loss). 

 
         

 
Nine Months Ended 

 September 30,   
Nine Months Ended 

 September 30, 
 2021   2020 
Effective portion of gain (loss) recognized in Accumulated other 
comprehensive income (loss) due to change in fair value of asset……….. $                           474    $ (2,823)  

Effective portion of loss reclassified from Accumulated other 
comprehensive income (loss) into Net income (loss) (b)…………...……. $ 271    $ 554  

Reclassification of loss from Accumulated other comprehensive income 
(loss) into Net income (loss) related to dedesignation (b)………………... $ 221    $                            —  

 
 

(b)  Amounts are included in Interest expense in the condensed consolidated statements of operations and 
comprehensive income (loss). 

 
(6)          Fair Value Measurements 
  
According to the FASB ASC Topic 820, Fair Value Measurement, fair value is defined as the amount that would be received 
for selling an asset or paid to transfer a liability in an orderly transaction between market participants and requires that assets 
and liabilities carried at fair value are classified and disclosed in the following three categories: 
 

• Level 1 - Quoted prices for identical instruments in active markets. 
• Level 2 - Quoted prices for similar instruments in active or inactive markets and valuations derived from models 

where all significant inputs are observable in active markets. 



• Level 3 - Valuations derived from valuation techniques in which one or more significant inputs are unobservable in 
any market. 

 
The following summarizes the fair value level of assets that are measured on a recurring basis at September 30, 2021 and 
December 31, 2020 (amounts in thousands):  
  Level 1  Level 2  Level 3  Total 

September 30, 2021        
Interest rate cap agreement - assets (a)……………………
 ............................................................................................  

$ —   $ 426   $ —   $ 426  
Total……………………………………………………….
 ............................................................................................  

$ —   $ 426   $ —   $ 426  

December 31, 2020        
Interest rate cap agreement - assets (a)……………………
 ............................................................................................  

$ —   $ 117   $ —   $ 117  
Total……………………………………………………….
 ............................................................................................  

$ —   $ 117   $ —   $ 117  

 
 

(a)   Interest rate cap asset value is included in non-current Other assets on the condensed consolidated balance sheets. 
  

The Company has determined that the significant inputs used to value the interest rate cap fall within Level 2 of the fair value 
hierarchy.  As a result, the Company has determined that its interest rate cap valuation is classified in Level 2 of the fair value 
hierarchy. 

  
Carrying values and fair values of financial instruments that are not carried at fair value are as follows (amounts in thousands): 

  September 30, 2021  December 31, 2020 
Long term debt, including current portion:    
Carrying value………………………………………………………………
 ......................................................................................................................  

$ 1,026,221   $ 979,219  
Fair value (a)………………………………………………………………..
 ......................................................................................................................  

$ 1,011,865   $ 883,377  

 
 

(a)  The fair value is based on market quotations from third party financial institutions and is classified as Level 2 in 
the hierarchy. 

  
The Company’s other financial instruments', including cash and cash equivalents, restricted cash, accounts receivable, accounts 
payable and contingent dealer liabilities, carrying values approximate their fair values because of their nature. 
 
(7)           Stock-Based Compensation  

 

On August 3, 2020, the Board of Directors (the "Board") adopted the Monitronics International, Inc. 2020 Incentive Award 
Plan (the "Plan"), pursuant to which the Company may grant cash, equity and equity-based incentive awards to eligible service 
providers.  The Plan provides for the grant of non-qualified stock options, stock appreciation rights, restricted stock, restricted 
stock units, dividend equivalents and other stock or cash-based awards (collectively, "awards").  Non-employee directors of the 
Company, as well as employees and consultants of the Company or its subsidiaries (collectively, "participants") are eligible to 
receive awards under the Plan.  The Plan authorizes the issuance of 2,500,000 shares of common stock. 
 
As of September 30, 2021, and pursuant to the Plan, a total of 1,471,750 Performance-Based Restricted Stock Unit awards 
("PRSUs") and a total of 633,712 Time-Based Restricted Stock Unit awards ("TRSUs") are outstanding.  These awards cover 
shares of common stock and were granted to certain of the Company's directors, executives and senior leadership employees.  
Each RSU represents a contractual right to receive one share of the Company’s common stock upon becoming fully vested and 
payable subject to the terms and conditions of the respective award agreement.  Both the PRSUs and the TRSUs are subject to 
performance condition such that the awards are not payable unless there is a change in control of the Company.  Because a 
change in control is not probable of occurring as of the reporting date, no compensation expense has been recognized for either 
the PRSUs or the TRSUs for the period ended September 30, 2021. 
 
(8)          Stockholders' Equity 
 

Common Stock 



 
The Company had 22,500,000 issued and outstanding shares of Common Stock, par value $0.01 per share ("Common Stock") 
as of both September 30, 2021 and December 31, 2020. 
 

Accumulated Other Comprehensive Income (Loss) 
 

The following table provides a summary of the changes in Accumulated other comprehensive income (loss) for the nine months 
ended September 30, 2021 (amounts in thousands): 

  
Accumulated Other 

Comprehensive Income (Loss) 
Balance at December 31, 2020 ..........................................................................................................  $ (2,093) 

Unrealized gain on interest rate cap recognized through Accumulated other comprehensive 
income (loss), net of income tax of $0 ..........................................................................................                                        499  

Interest cost of interest rate cap reclassified into Net loss, net of income tax of $0 (a) ..................  182 

Balance at March 31, 2021 ................................................................................................................  $ (1,412)

Unrealized loss on interest rate cap recognized through Accumulated other comprehensive 
income (loss), net of income tax of $0 ..........................................................................................  (25)

Interest cost of interest rate cap reclassified into Net loss, net of income tax of $0 (a) ..................  184 

Balance at June 30, 2021 ...................................................................................................................  $ (1,253)

Unrealized loss on interest rate cap recognized through Accumulated other comprehensive 
income (loss), net of income tax of $0 ..........................................................................................  — 

Interest cost of interest rate cap reclassified into Net loss, net of income tax of $0 (a) ..................  126 

Balance at September 30, 2021 .........................................................................................................  $ (1,127)

 
 

(a)  Amounts reclassified into Net loss are included in Interest expense on the condensed consolidated statements of 
operations.  See note 5, Derivatives for further information. 

 
The following table provides a summary of the changes in Accumulated other comprehensive income (loss) for the nine months 
ended September 30, 2020 (amounts in thousands): 

  
Accumulated Other 

Comprehensive Income (Loss) 

Balance at December 31, 2019 ..........................................................................................................  $ 9 

Unrealized loss on interest rate cap recognized through Accumulated other comprehensive 
income (loss), net of income tax of $0 ..........................................................................................  (1,997)

Interest cost of interest rate cap reclassified into Net loss, net of income tax of $0 (a) ..................  184 

Balance at March 31, 2020 ................................................................................................................  $ (1,804)

Unrealized loss on interest rate cap recognized through Accumulated other comprehensive 
income (loss), net of income tax of $0 ..........................................................................................  (165)

Interest cost of interest rate cap reclassified into Net loss, net of income tax of $0 (a) ..................  184 

Balance at June 30, 2020 ...................................................................................................................  $ (1,785)

Unrealized loss on interest rate cap recognized through Accumulated other comprehensive 
income (loss), net of income tax of $0 ..........................................................................................  (661)

Interest cost of interest rate cap reclassified into Net loss, net of income tax of $0 (a) ..................  186 

Balance at September 30, 2020 .........................................................................................................  $ (2,260)

 
 

(a)  Amounts reclassified into Net loss are included in Interest expense on the condensed consolidated statements of 
operations.  See note 5, Derivatives for further information 

 
(9) Basic and Diluted Earnings Per Common Share  
 



Basic earnings per common share ("EPS") is computed by dividing net income by the weighted average number of shares of 
Common Stock outstanding for the period.  Diluted EPS is computed by dividing net income by the sum of the weighted 
average number of shares of Common Stock outstanding and the effect of dilutive securities.  For the three and nine months 
ended September 30, 2021 and three and nine months ended September 30, 2020, there were no anti-dilutive securities 
outstanding.  The weighted average number of basic and diluted shares of Common Stock was 22,500,000 for the three and 
nine months ended September 30, 2021 and three and nine months ended September 30, 2020. 

(10) Commitments, Contingencies and Other Liabilities

The Company is involved in litigation and similar claims incidental to the conduct of its business. Matters that are probable of 
unfavorable outcome to the Company and which can be reasonably estimated are accrued. Such accruals are based on 
information known about the matters, management's estimate of the outcomes of such matters and experience in contesting, 
litigating and settling similar matters. In management's opinion, none of the pending actions are likely to have a material 
adverse impact on the Company's financial position or results of operations.  The Company accrues and expenses legal fees 
related to loss contingency matters as incurred. 

Asset Purchase Agreements Subject to Earnout Payments 

On June 17, 2020, the Company acquired certain contracts for the provision of alarm monitoring and related services (the 
"Accounts") as well as the related accounts receivable, intellectual property and equipment inventory of Protect America, Inc.  
The Company paid approximately $16,600,000 at closing and will make 50 subsequent monthly payments ("Earnout Payments" 
will here to be defined as contingent payments to acquire subscriber accounts) consisting of a portion of the revenue attributable 
to the Accounts, subject to adjustment for Accounts that are no longer active, which began in August 2020.  The transaction 
was accounted for as an asset acquisition with the cost of the assets acquired recorded as of June 17, 2020 and an estimated 
undiscounted liability for the Earnout Payments of approximately $86,000,000.  The Earnout Payments liability for Protect 
America was estimated based on the terms of the payout and the forecasted attrition of the Protect America subscriber base.  
The estimated Earnout Payments liability for Protect America as of September 30, 2021 is approximately $63,600,000.  Of this 
amount, $36,600,000 is presented within non-current Other Liabilities, and the remainder is presented within current Other 
accrued liabilities on the consolidated balance sheets. 

On December 23, 2020, the Company completed a transaction (the "Select Security Transaction") to acquire approximately 
40,000 alarm monitoring contracts (“Accounts”) from Kourt Security Partners, LLC, doing business as Select Security (the 
"Seller"). The Company will take ownership of the Accounts through an earnout structure that includes a $10,914,000 upfront 
payment and 50 subsequent monthly payments ("Earnout Payments") consisting of a portion of the revenue attributable to the 
Accounts, subject to adjustment for Accounts that are no longer active.  The Seller transferred title of the Accounts and other 
certain business assets to GS Security Alarm LLC ("GSSA"), a bankruptcy-remote special purpose vehicle designed only to 
transact the sale of Accounts and related assets to the Company.  The Company was significantly involved in the design of 
GSSA; however, the Company does not own any equity interest in GSSA.  Accordingly, GSSA was identified as a consolidated 
variable interest entity (“VIE”) of the Company.  On the closing date, the Company recorded a discounted liability of 
$31,300,000 representing the estimated Earnout Payments owed to GSSA’s equity holder.  The Earnout Payments liability was 
estimated based on the terms of the payout and the forecasted attrition of the subscriber base, discounted at an effective interest 
rate of 10.9%.  At September 30, 2021, the total Earnout Payments liability to GSSA’s equity holder is $31,000,000.  Of this 
amount, $22,000,000 is presented within non-current Other liabilities and the remainder is presented within current Other 
accrued liabilities on the consolidated balance sheets. 

We monitor actual versus forecasted attrition to identify the need for potential adjustments to the Earnout Payments liabilities 
each period.  The monthly Earnout Payments are classified as Cash flows from financing activities on the consolidated 
statements of cash flows.  

(11) Revenue Recognition

Disaggregation of Revenue

Revenue is disaggregated by source of revenue as follows (in thousands): 



Three Months Ended 
September 30,

Three Months Ended 
September 30,

2021 2020

Alarm monitoring revenue………………………………………………….
 .......................................................................................................................

$ 114,710 $ 119,164 

Product, installation and service revenue…………………………………...
 .......................................................................................................................

17,177 10,506 

Other revenue……………………………………………………………….
 .......................................................................................................................

1,268 1,182 

Total Net revenue………………………………………………………….
 ....................................................................................................................

$ 133,155 $ 130,852 

Nine Months Ended 
September 30,

Nine Months Ended 
September 30,

2021 2020

Alarm monitoring revenue………………………………………………….
 .......................................................................................................................

$ 350,127 $ 340,235 

Product, installation and service revenue…………………………………...
 .......................................................................................................................

46,202 30,513 

Other revenue……………………………………………………………….
 .......................................................................................................................

3,341 3,487 

Total Net revenue………………………………………………………… $ 399,670 $ 374,235 

Contract Balances 

The following table provides information about receivables, contract assets and contract liabilities from contracts with 
customers (in thousands): 

September 30,
2021

December 31,
2020

Trade receivables, net………………………………..…………………….
 ......................................................................................................................

$ 10,928 $ 13,360 

Contract assets, net - current portion (a)……………….…………….……. $ 18,572 $ 13,982 

Contract assets, net - long-term portion (b)…………..……..……….…….
 ......................................................................................................................

$ 21,223 $ 16,319 

Deferred revenue…………………………………………………….……..
 ......................................................................................................................

$ 12,913 $ 13,300 

(a) Amount is included in Prepaid and other current assets in the unaudited condensed consolidated balance sheets.
(b) Amount is included in Other assets in the unaudited condensed consolidated balance sheets.

(12) Leases

The Company primarily leases buildings and equipment.  The Company determines if a contract is a lease at the inception of 
the arrangement.  The Company reviews all options to extend, terminate, or purchase its right of use assets at the inception of 
the lease and accounts for these options when they are reasonably certain of being exercised.  Certain real estate leases contain 
lease and non-lease components, which are accounted for separately. 

Leases with an initial term of 12 months or less are not recorded on the condensed consolidated balance sheet.  Lease expense 
for these leases is recognized on a straight-line basis over the lease term. 

All of the Company's leases are currently determined to be operating leases. 

Components of Lease Expense 

The components of lease expense were as follows (in thousands): 

Three Months Ended 
September 30,

Three Months Ended 
September 30,

2021 2020

Operating lease cost (a)……………………………………………………..
 .......................................................................................................................

$ 389 $ 178 

Operating lease cost (b)……………………………………………………..
 .......................................................................................................................

893 860 

Total operating lease cost…………………………………………………
 ....................................................................................................................

$ 1,282 $ 1,038 



(a) Amount is included in Cost of services in the unaudited condensed consolidated statements of operations and
comprehensive income (loss).

(b) Amount is included in Selling, general and administrative, including stock-based and long-term incentive
compensation in the unaudited condensed consolidated statements of operations and comprehensive income
(loss).

Nine Months Ended 
September 30,

Nine Months Ended 
September 30,

2021 2020

Operating lease cost (c)……………………………………………………..
 .......................................................................................................................

$ 1,098 $ 569 

Operating lease cost (d)……………………………………………………..
 .......................................................................................................................

2,729 2,997 

Total operating lease cost…………………………………………………
 ....................................................................................................................

$ 3,827 $ 3,566 

(c) Amount is included in Cost of services in the unaudited condensed consolidated statements of operations and
comprehensive income (loss).

(d) Amount is included in Selling, general and administrative, including stock-based and long-term incentive
compensation in the unaudited condensed consolidated statements of operations and comprehensive income
(loss).

Remaining Lease Term and Discount Rate 

The following table presents the weighted-average remaining lease term and the weighted-average discount rate: 
As of September 30, 2021

Weighted-average remaining lease term for operating leases (in years)
...........................................................................................................................................................

7.4 
Weighted-average discount rate for operating leases
...........................................................................................................................................................

11.0 % 

All of the Company's lease contracts do not provide a readily determinable implicit rate.  For these contracts, the Company's 
estimated incremental borrowing rate is based on information available either upon adoption of ASU 2016-02, Leases (Topic 
842) or at the inception of the lease.

Supplemental Cash Flow Information 

The following is the supplemental cash flow information associated with the Company's leases (in thousands): 

Nine Months Ended 
September 30,

Nine Months Ended 
September 30,

2021 2020

Cash paid for amounts included in the measurement of lease liabilities: 

Lease payments included in cash flows from operating activities (a)…… $ 3,960 $ 3,460 

Right-of-use assets obtained in exchange for new: 

Operating lease liabilities………………………………………………...
 ...................................................................................................................

$ 4,771 $ 738 

(a) Cash flow impacts from Operating lease right-of-use assets and Operating lease liabilities are presented net on the
cash flow statement in changes in Payables and other liabilities.

Maturities of Lease Liabilities 

As of September 30, 2021, maturities of lease liabilities were as follows: 



Remainder of 2021……………………………………………………………………………………………….
 ...............................................................................................................................................................................

$ 842 

2022………………………………………………………………………………………………………………
 ...............................................................................................................................................................................

4,871 

2023………………………………………………………………………………………………………………
 ...............................................................................................................................................................................

4,425 

2024………………………………………………………………………………………………………………
 ...............................................................................................................................................................................

4,186 

2025………………………………………………………………………………………………………………
 ...............................................................................................................................................................................

3,745 

Thereafter………………………………………………………………………………………………………...
 ...............................................................................................................................................................................

14,333 

Total lease payments……………………………………………………………………………………………..
 ...............................................................................................................................................................................

$ 32,402 

Less: Interest……………………………………………………………………………………………………..
 ...............................................................................................................................................................................

(10,862) 
Total lease obligations……………………………………………………………………………………………
 ...............................................................................................................................................................................

$ 21,540 

 
(13) Consolidating Guarantor Financial Information

Monitronics (the "Parent Issuer") entered into the Takeback Loan Facility and the Credit Facilities in August 2019 and both are 
guaranteed by all of the Company's existing domestic subsidiaries.  Consolidating guarantor financial information has not been 
presented in these notes as substantially all of the Company's operations are now conducted by the Parent Issuer entity.  Due to 
the Select Security Transaction, $30,900,000 of subscriber accounts are held in trust by GSSA for the period ending September 
30, 2021.  Accounts receivable held in trust by GSSA for the period ending September 30, 2021 are immaterial.  GSSA is a 
consolidated VIE and a non-guarantor that will hold the subscriber accounts and related accounts receivable in trust until title of 
the assets transfers to the Company in accordance with the agreement.  The Company believes that disclosing any additional 
information would not be material in evaluating the sufficiency of the guarantees.   

(14) Subsequent Events

In the fourth quarter of 2020, based on recent state guidance changes, the Company filed amended state tax returns for tax years 
2015 through 2018 for Texas margin tax, utilizing a different income sourcing methodology than was used when the returns 
were originally filed. Additionally, in the first quarter of 2021, the Company filed an amended Texas margin tax return for tax 
year 2019 using the same updated sourcing methodology.  The amended returns claimed a total cash tax refund of 
approximately $11,000,000 for state tax previously paid with the original filings. In the fourth quarter of 2021, the state of 
Texas accepted and processed the amended returns and the Company is currently awaiting payment, which is expected to be 
received before the end of the year.  The Company recorded an income tax benefit of approximately $11,400,000 in the third 
quarter of 2021 related to the amended returns, which includes interest. 

Based on the results of the amended return review, the Company has asserted the tax position of the revised income sourcing 
methodology is more likely than not to be accepted by the state and, as such, the Company will use the revised methodology 
when filing its 2020 Texas margin tax return due in November 2021.  Based on this new methodology, the Company has 
recognized an approximate $1,900,000 income tax benefit related to the 2020 Texas margin tax year with a corresponding 
receivable as the Company had already paid the tax earlier in the year.   

An income tax receivable of approximately $13,300,000 for these income tax benefits is included Prepaid and other current 
assets on the condensed consolidated balance sheet for the period ended September 30, 2021. 



Management’s Discussion and Analysis of Financial Condition and Results of Operations 

Forward Looking Statements 

This presentation includes certain forward-looking statements within the meaning of the Private Securities Litigation Reform 
Act of 1995, including statements about business strategies, market potential and expansion, the success of new products and 
services, the launch of Brinks Home's consumer financing solution; the anticipated benefits of the Brinks Home’s rebranding; 
customer retention; account creation and related cost; anticipated account generation; future financial performance; debt 
refinancing; recovery of insurance proceeds and other matters that are not historical facts. These forward-looking statements 
involve many risks and uncertainties that could cause actual results to differ materially from those expressed or implied by such 
statements, including, without limitation, possible changes in market acceptance of our services, technological innovations in 
the alarm monitoring industry, competitive issues, continued access to capital on terms acceptable to us, our ability to capitalize 
on acquisition opportunities, general market and economic conditions, including global economic concerns due to the COVID-
19 outbreak, and changes in law and government regulations.  

These forward-looking statements speak only as of the date of this presentation, and we expressly disclaim any obligation or 
undertaking to disseminate any updates or revisions to any forward-looking statement contained herein to reflect any change in 
our expectations with regard thereto or any change in events, conditions or circumstances on which any such statement is based. 

Non-GAAP Measures 

Adjusted EBITDA is a non-GAAP financial measure. See the Appendix of this presentation for related disclosures and 
calculations. 

Accounts Acquired 

For the Three Months Ended September 30, 2021 

During the three months ended September 30, 2021 and 2020, the Company acquired 18,837 and 17,111 subscriber accounts, 
respectively, through our Network Sales and Direct to Consumer Channel1.  Excluding Nest customers who acquired their 
system from third parties ("Nest Free"), new customer activations in the Direct to Consumer Channel increased by over 6,000 
accounts from the corresponding prior year.  The increase is primarily driven by accounts obtained through our arrangement 
with Digital Life and increased field sales activations.  The increase is partially offset by lower production in the Network Sales 
Channel and in “Nest Free” customer activations due to Nest's decision to retire its security product. 

RMR acquired during the three months ended September 30, 2021 and 2020 was $990,000 and $841,000, respectively. 

For the Nine Months Ended September 30, 2021 

During the nine months ended September 30, 2021 and 2020, the Company acquired 44,360 and 47,333 subscriber accounts, 
respectively, through our Network Sales Channel and Direct to Consumer Channel.  The decrease in accounts acquired in these 
channels for the nine months ended September 30, 2021 is primarily due to lower production in the Network Sales Channel and 
in “Nest Free” customer activations. These decreases were partially offset by increased customer activations obtained through 
our arrangement with Digital Life and increased phone and field sales activations.  Additionally, the nine months ended 
September 30, 2020 includes two bulk buy transactions of 10,960 accounts in March 2020 and 113,013 accounts in September 
2020 with no bulk buys being completed during the nine months ended September 30, 2021.  

RMR acquired during the nine months ended September 30, 2021 and 2020 was $2,354,000 and $7,187,000, respectively. 
RMR acquired during the nine months ended September 30, 2020 related to bulk buys was $4,866,000. 

1 The Network Sales Channel includes our authorized dealer and authorized representative programs while the Direct to
Consumer Channel includes our phone and field sales divisions as well as activations from our agreement with Digital Life. 
The Direct to Consumer Channel also includes Nest sales, which have been discontinued in 2021. 



Attrition 

Account cancellations, otherwise referred to as subscriber attrition, have a direct impact on the number of subscribers that the 
Company services and on its financial results, including revenues, operating income and cash flow.  A portion of the subscriber 
base can be expected to cancel their service every year.  Subscribers may choose not to renew or to terminate their contract for 
a variety of reasons, including relocation, cost, switching to a competitor's service, limited use by the subscriber or low 
perceived value.  The largest categories of cancelled accounts relate to subscriber relocation or those cancelled due to non-
payment.  The Company defines its attrition rate as the number of cancelled accounts in a given period divided by the weighted 
average number of subscribers for that period.  The Company considers an account cancelled if payment from the subscriber is 
deemed uncollectible or if the subscriber cancels for various reasons.  If a subscriber relocates but continues its service, it is not 
a cancellation.  If the subscriber relocates, discontinues its service and a new subscriber assumes the original subscriber's 
service and continues the revenue stream, it is also not a cancellation.  The Company adjusts the number of cancelled accounts 
by excluding those that are contractually guaranteed by its dealers.  The typical dealer contract provides that if a subscriber 
cancels in the first year of its contract, the dealer must either replace the cancelled account with a new one or refund to the 
Company the cost paid to acquire the contract.  To help ensure the dealer's obligation to the Company, the Company typically 
maintains a dealer funded holdback reserve ranging from 5-8% of subscriber accounts in the guarantee period.  In some cases, 
the amount of the holdback liability is less than actual attrition experience. 

The table below presents subscriber data for the twelve months ended September 30, 2021 and 2020: 

Twelve Months Ended September 30,

2021 2020

Beginning balance of accounts not subject to Earnout Payments…………………..… 807,463 865,848 

Accounts acquired…………………………………………………………………….. 58,381 75,627 

Accounts cancelled……………………………………………………………………. (111,045) (128,736) 
Cancelled accounts guaranteed by dealer and other adjustments (a)…………………. (1,854) (5,276) 
Ending balance of accounts not subject to Earnout Payments………………………... 752,945 807,463 

Accounts subject to Earnout Payments……………………………………………….. 119,963 107,929 

Ending balance of accounts…………………………………………………………… 872,908 915,392 

Attrition rate - Core Unit (c)…………………………………………………………... 14.3 %  15.4 % 

Attrition rate - Core RMR (b) (c)……………………………………………………... 12.7 %  17.7 % 

(a) Includes cancelled accounts that are contractually guaranteed to be refunded from holdback.
(b) The RMR of cancelled accounts follows the same definition as subscriber unit attrition as noted above.  RMR 

attrition is defined as the RMR of cancelled accounts in a given period, adjusted for the impact of price increases 
or decreases in that period, divided by the weighted average of RMR for that period.

(c) Core Unit and RMR attrition rates exclude the impact of the Protect America and Select Security bulk buy 
transactions where the Company is funding the purchase price through an earnout payment structure.

The core unit attrition rate for the twelve months ended September 30, 2021 and 2020 was 14.3% and 15.4%, respectively.  The 
core RMR attrition rate for the twelve months ended September 30, 2021 and 2020 was 12.7% and 17.7%, respectively.  The 
decrease in core unit attrition rate for the twelve months ended September 30, 2021 includes the impact of fewer subscribers, as 
a percentage of the entire base, reaching the end of their initial contract term, continued efforts around "at risk" extensions and 
customer retention and the benefit of improved credit quality in our Direct to Consumer Channel.  The decrease in the core 
RMR attrition rate for the twelve months ended September 30, 2021 is due to similar factors as discussed for the improvement 
in the core unit attrition rate, as well as impacts from recent rate adjustments on a larger portion of our base. 
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Adjusted EBITDA 

 

We evaluate the performance of our operations based on financial measures such as revenue and “Adjusted EBITDA.” 
Adjusted EBITDA is a non-GAAP financial measure and is defined as net income (loss) before interest expense, interest 
income, income taxes, depreciation, amortization (including the amortization of subscriber accounts, dealer network and other 
intangible assets), restructuring charges, stock based compensation, and other non-cash or non-recurring charges. We believe 
that Adjusted EBITDA is an important indicator of the operational strength and performance of our business. In addition, this 
measure is used by management to evaluate operating results and perform analytical comparisons and identify strategies to 
improve performance. Adjusted EBITDA is also a measure that is customarily used by financial analysts to evaluate the 
financial performance of companies in the security alarm monitoring industry and is one of the financial measures, subject to 
certain adjustments, by which our covenants are calculated under the agreements governing our debt obligations. Adjusted 
EBITDA does not represent cash flow from operations as defined by generally accepted accounting principles in the United 
States (“GAAP”), should not be construed as an alternative to net income or loss and is indicative neither of our results of 
operations nor of cash flows available to fund all of our cash needs. It is, however, a measurement that we believe is useful to 
investors in analyzing our operating performance. Accordingly, Adjusted EBITDA should be considered in addition to, but not 
as a substitute for, net income, cash flow provided by operating activities and other measures of financial performance prepared 
in accordance with GAAP. As companies often define non-GAAP financial measures differently, Adjusted EBITDA as 
calculated by Monitronics should not be compared to any similarly titled measures reported by other companies. 
 

Results of Operations 

 

Three Months Ended September 30, 2021 Compared to Three Months Ended September 30, 2020  

 
The following table sets forth selected data from the accompanying condensed consolidated statements of operations and 
comprehensive income (loss) for the periods indicated (dollar amounts in thousands).  

         

 
Three Months Ended 

September 30,   
Three Months Ended 

September 30, 
  2021   2020 
Net revenue………………………………………………………………….
 ........................................................................................................................  

$ 133,155    $ 130,852  
Cost of services……………………………………………………………...
 ........................................................................................................................  

41,733     31,383   
Selling, general and administrative, including long-term incentive 
compensation………………………………………………...……………. 44,276     31,572   

Net loss……………………………………………………………………...
 ........................................................................................................................  

(26,528)    (19,164)  
     
Adjusted EBITDA (a)………………………………………………………
 ........................................................................................................................  

$ 48,349    $ 68,512  
Adjusted EBITDA as a percentage of Net revenue…………………………
 ........................................................................................................................  

36.3  %   52.4  % 
     
Expensed Subscriber acquisition costs, net     

Gross subscriber acquisition costs………………………………………...
 .....................................................................................................................  

$ 19,269    $ 3,102  
Revenue associated with subscriber acquisition costs…………………….
 .....................................................................................................................  

(2,917)    (1,527)  
Expensed Subscriber acquisition costs, net…………………………….
 .................................................................................................................  

$ 16,352    $ 1,575  

 

 
(a)  See reconciliation of Net income (loss) to Adjusted EBITDA below. 

 

 

Net revenue.  Net revenue increased $2,303,000, or 1.8%, for the three months ended September 30, 2021, as 
compared to the corresponding prior year period.  The increase in net revenue is primarily attributable to a $6,671,000 increase 
in product, installation and service revenues due to increased Direct to Consumer sales and extension volume and higher 
revenue per transaction due to more sales having add-on equipment.  Alarm monitoring revenue decreased by $4,454,000 
primarily due to the lower average number of subscribers in 2021 as compared to 2020, partially offset by an increase in 
average RMR per subscriber from $43.74 as of September 30, 2020 to $45.23 as of September 30, 2021. 
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Cost of services.  Cost of services increased $10,350,000, or 33.0%, for the three months ended September 30, 2021, 
as compared to the corresponding prior year period.  The increase is primarily attributable to subscriber acquisition costs, which 
include expensed equipment and labor costs associated with the creation of new subscribers.  Subscriber acquisition costs 
included in cost of services increased to $8,895,000 for the three months ended September 30, 2021, as compared to $1,809,000 
for the three months ended September 30, 2020.  The increase in subscriber acquisition costs is primarily due to higher volume 
in the Direct to Consumer channel and a greater percentage of customers purchasing professional installation over DIY, which 
increases the creation cost per customer.  The remainder of the increase is attributable to the impact of the commercial base 
acquired from the Select Security bulk buy transaction on our field service operations.  Cost of services as a percentage of net 
revenue increased from 24.0% for the three months ended September 30, 2020 to 31.3% for the three months ended 
September 30, 2021. 

 
Selling, general and administrative.  Selling, general and administrative costs ("SG&A") increased $12,704,000, or 

40.2%, for the three months ended September 30, 2021, as compared to the corresponding prior year period.  The increase is 
primarily attributable to increased subscriber acquisition costs included in SG&A.  Subscriber acquisition costs increased to 
$10,374,000 for the three months ended September 30, 2021 as compared to $1,293,000 for the three months ended 
September 30, 2020.  The increase in subscriber acquisition costs is primarily attributable to increased marketing expenditures, 
which were halted in the prior year period while the Company rebuilt its direct sales platform.  The remaining increase is 
attributable to operational initiative investments not fully implemented in 2020, primarily driven by customer care insourcing.  
SG&A as a percentage of net revenue increased from 24.1% for the three months ended September 30, 2020 to 33.3% for the 
three months ended September 30, 2021. 
 

Net income (loss).  The Company had net loss of $26,528,000 for the three months ended September 30, 2021, as 
compared to a net loss of $19,164,000 for the three months ended September 30, 2020.  The increase in net loss for the three 
months ended September 30, 2021 is primarily attributable to increases in operating expenditures as discussed above, partially 
offset by lower amortization expense, higher revenue and the impact of the income tax benefit recorded in current period as 
discussed in note 14, Subsequent Events. 
 

Nine Months Ended September 30, 2020 Compared to Nine Months Ended September 30, 2019  

  

The following table sets forth selected data from the accompanying condensed consolidated statements of operations and 
comprehensive income (loss) for the periods indicated (dollar amounts in thousands). 

         

 
Nine Months Ended 

September 30,   
Nine Months Ended 

September 30, 
  2021   2020 
Net revenue…………………………………………………………………
 .......................................................................................................................  

$ 399,670    $ 374,235  
Cost of services……………………………………………………………..
 .......................................................................................................................  

114,896    87,017  
Selling, general and administrative, including long-term incentive 
compensation……………………………………………………………… 124,534    108,566  

Net loss……………………………………………………………………...
 .......................................................................................................................  

(92,540)   (154,821) 
     
Adjusted EBITDA (a)………………………………………………………
 .......................................................................................................................  

$ 164,501    $ 191,354  
Adjusted EBITDA as a percentage of Net revenue…………………………
 .......................................................................................................................  

41.2 %   51.1 % 
     
Expensed Subscriber acquisition costs, net     

Gross subscriber acquisition costs………………………………………...
 ....................................................................................................................  

$ 34,143    $ 14,693  
Revenue associated with subscriber acquisition costs…………………….
 ....................................................................................................................  

(5,542)   (4,831) 
Expensed Subscriber acquisition costs, net…………………………….
 ................................................................................................................  

$ 28,601    $ 9,862  

 

 
(a)  See reconciliation of Net income (loss) to Adjusted EBITDA below. 

 
 

Net revenue.  Net revenue increased $25,435,000, or 6.8%, for the nine months ended September 30, 2021, as 
compared to the corresponding prior year period.  The increase in net revenue is primarily attributable to a $15,689,000 



 

17 

increase in monitoring revenue driven by the impact of the Protect America and Select Security bulk buy transactions closed in 
2020.  Product, installation and service revenues increased $9,892,000 from the corresponding prior year period due to 
increased Direct to Consumer sales and extension volume and higher revenue per transaction due to more sales having add-on 
equipment.  Average RMR per subscriber increased from $43.74 as of September 30, 2020 to $45.23 as of September 30, 2021. 
  

Cost of services.  Cost of services increased $27,879,000, or 32.0%, for the nine months ended September 30, 2021, as 
compared to the corresponding prior year period.  The increase is primarily attributable to the impact of the Protect America 
and Select Security bulk buy transactions on monitoring, cellular backup and field service operations, including approximately 
$3,982,000 of Select Security transition services cost being incurred in the first quarter of 2021.  Subscriber acquisition costs 
included in cost of services increased to $14,591,000 for the nine months ended September 30, 2021, as compared to 
$5,217,000 for the nine months ended September 30, 2020.  The increase in subscriber acquisition costs is primarily due to 
higher volume in the Direct to Consumer channel and a greater percentage of customers purchasing professional installation 
over DIY.  Cost of services as a percentage of net revenue increased from 23.3% for the nine months ended September 30, 2020 
to 28.7% for the nine months ended September 30, 2021. 
  

Selling, general and administrative.  Selling, general and administrative costs ("SG&A") increased $15,968,000, or 
14.7%, for the nine months ended September 30, 2021, as compared to the corresponding prior year period.  The increase is 
primarily attributable to increased subscriber acquisition costs included in SG&A.  Subscriber acquisition costs increased to 
$19,552,000 for the nine months ended September 30, 2021, as compared to $9,476,000 for the nine months ended 
September 30, 2020.   The increase in subscriber acquisition costs is primarily attributable to increased marketing expenditures 
which were halted in the second and third quarter in the prior year period while the Company rebuilt its direct sales platform.  
The remaining increase is attributable to operational initiative investments not fully implemented in 2020.  Additionally, 
included in SG&A for the nine months ended September 30, 2021, was approximately $3,584,000 of transition services cost 
related to the Select Security bulk buy.  SG&A as a percentage of net revenue increased from 29.0% for the nine months ended 
September 30, 2020 to 31.2% for the nine months ended September 30, 2021. 
 

Net income (loss).  The Company had net loss of $92,540,000 for the nine months ended September 30, 2021, as 
compared to net loss of $154,821,000 for the nine months ended September 30, 2020.  The decrease in net loss for the nine 
months ended September 30, 2021 is primarily attributable to a $81,943,000 goodwill impairment charge in the prior period 
that did not recur, higher revenue in the current period and the impact of the income tax benefit recorded in the current period 
as discussed in note 14, Subsequent Events.  The decrease in net loss was partially offset by an increase in operating 
expenditures as discussed above.  
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Adjusted EBITDA 

Three Months Ended September 30, 2021 Compared to Three Months Ended September 30, 2020 

The following table provide a reconciliation of Net loss to total Adjusted EBITDA for the periods indicated (amounts in 
thousands): 

Three Months Ended 
September 30,

Three Months Ended 
September 30,

2021 2020

Net loss………………………………………………………………………
 ........................................................................................................................

$ (26,528) $ (19,164) 
Amortization of subscriber accounts and other intangible 

assets………………………………………………….…………………... 53,681 57,240 

Depreciation…………………………………………………………………
 ........................................................................................................................

4,272 3,459 

Radio conversion costs………………………………………………………
 ........................................................................................................................

6,150 5,612 

Deferred revenue fair value adjustment…………………………………….. 80 — 

Long-term incentive compensation………………………………………….
 ........................................................................................................................

— 2 

Severance expense (a)………………………………………………………. 416 47 

Integration / implementation of company initiatives………………………..
 ........................................................................................................................

769 566 

Select Security integration costs…………………………………………….
 ........................................................................................................................

(31) — 

(Gain) loss on revaluation of acquisition dealer liabilities………………….. (31) — 

Interest expense……………………………………………………………...
 ........................................................................................................................

21,174 20,033 

Unrealized (gain) loss on derivative financial instruments………………….
 ........................................................................................................................

166 — 

Refinancing expense………………………………………………………... 2,486 — 

Income tax expense (benefit)……….……………………………………….
 ........................................................................................................................

(14,255) 717 

Adjusted EBITDA…………………………………………………………..
 ........................................................................................................................

$ 48,349 $ 68,512 

 

(a) Severance expense related to transitioning executive leadership in 2020.

Adjusted EBITDA decreased $20,163,000 or 29.4%, for the three months ended September 30, 2021, as compared to the 
corresponding prior year period.  The decrease for the three months ended September 30, 2021 is attributable to higher 
operating expenditures as discussed above, including a $14,778,000 increase in subscriber acquisition costs, partially offset by 
higher revenue. 

Expensed Subscriber acquisition costs, net.  Subscriber acquisition costs, net, increased to $16,352,000 for the three 
months ended September 30, 2021, as compared to $1,575,000 for the three months ended September 30, 2020.  The increase in 
subscriber acquisition costs, net is primarily attributable to increased marketing expenditures driven by our partnership with a 
leading digital marketing firm entered into in 2021 and higher volume in the Direct to Consumer channel with a greater 
percentage of customers purchasing professional installation as compared to DIY.   
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Nine Months Ended September 30, 2021 Compared to Nine Months Ended September 30, 2020 

The following table provide a reconciliation of Net loss to total Adjusted EBITDA for the periods indicated (amounts in 
thousands): 

Nine Months Ended 
September 30,

Nine Months Ended 
September 30,

2021 2020

Net loss………………………………………………………………………
 ........................................................................................................................

$ (92,540) $ (154,821) 
Amortization of subscriber accounts and other intangible 

assets………………………………………………….…………………... 163,577 164,889 

Depreciation…………………………………………………………………
 ........................................................................................................................

12,348 10,019 

Radio conversion costs………………………………………………………
 ........................................................................................................................

24,779 14,103 

Deferred revenue fair value adjustment…………………………………….. 557 — 

Long-term incentive compensation………………………………………….
 ........................................................................................................................

— 403 

Legal settlement insurance recovery………………………………………... — (700) 

Severance expense (a)………………………………………………………. 1,100 4,289 

Integration / implementation of company initiatives………………………..
 ........................................................................................................................

1,902 8,710 

Select Security acquisition costs……………………………………………. 37 — 

Select Security integration costs…………………………………………….
 ........................................................................................................................

376 — 

COVID-19 costs…………………………………………………………….. 303 — 

(Gain) loss on revaluation of acquisition dealer liabilities………………….. (73) — 

Impairment of capitalized software…………………………………………. 59 — 

Goodwill impairment……………………………………………………….. — 81,943 

Interest expense……………………………………………………………...
 ........................................................................................................................

61,674 60,582 

Unrealized (gain) loss on derivative financial instruments………………….
 ........................................................................................................................

166 — 

Refinancing expense………………………………………………………... 3,196 — 

Income tax expense (benefit)…….………………………………………….
 ........................................................................................................................

(12,960) 1,937 

Adjusted EBITDA…………………………………………………………...
 ........................................................................................................................

$ 164,501 $ 191,354 

 

(a) Severance expense related to transitioning executive leadership in 2020.

Adjusted EBITDA decreased $26,853,000, or 14.0%, for the nine months ended September 30, 2021, as compared to the 
corresponding prior year period.  The decrease for the nine months ended September 30, 2021 is attributable to higher operating 
expenditures as discussed above, including a $18,739,000 increase in subscriber acquisition costs, partially offset by higher 
revenue. 

Expensed Subscriber acquisition costs, net.  Subscriber acquisition costs, net, increased to $28,601,000 for the nine 
months ended September 30, 2021, as compared to $9,862,000 for the nine months ended September 30, 2020.  The increase in 
subscriber acquisition costs, net is primarily attributable to increased marketing expenditures driven by our partnership with a 
leading digital marketing firm entered into in 2021 and higher volume in the Direct to Consumer channel with a greater 
percentage of customers purchasing professional installation as compared to DIY.   

Liquidity and Capital Resources 

As of September 30, 2021, we had $4,662,000 of cash and cash equivalents.  Our primary sources of funds is our cash flows 
from operating activities which are generated from alarm monitoring and related service revenues.  During the nine months 
ended September 30, 2021 and 2020, our cash flow from operating activities was $49,920,000 and $95,601,000, 
respectively.  The primary drivers of our cash flow from operating activities are the fluctuations in revenues and operating 
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expenses, including expensed subscriber acquisition costs, as discussed in "Results of Operations" above.  In addition, our cash 
flow from operating activities may be significantly impacted by changes in working capital. 

During the nine months ended September 30, 2021 and 2020, we used cash of $52,528,000 and $83,825,000, respectively, to 
fund subscriber account acquisitions, net of holdback and guarantee obligations.  In addition, during the nine months ended 
September 30, 2021 and 2020, we used cash of $14,791,000 and $10,530,000, respectively, to fund our capital expenditures. 

Our existing long-term debt at September 30, 2021 includes the aggregate principal balance of $1,031,050,000 under the 
Takeback Loan Facility, Term Loan Facility and the Revolving Credit Facility.  The Takeback Loan Facility has an outstanding 
principal balance of $806,050,000 as of September 30, 2021 and requires principal payments of $2,056,250 per quarter, with 
the remaining amount becoming due on March 29, 2024.  The Term Loan Facility has an outstanding principal balance of 
$150,000,000 as of September 30, 2021.  The Revolving Credit Facility has an outstanding principal balance of $75,000,000 as 
of September 30, 2021.  We also had $600,000 available under a standby letter of credit issued as of September 30, 2021.  The 
maturity date of the loans made under the Term Loan Facility and the Revolving Credit Facility is July 3, 2024, subject to a 
springing maturity of March 29, 2024, or earlier, depending on any repayment, refinancing or changes in the maturity date of 
the Takeback Loan Facility. 

The Asset Purchase Agreements with Protect America and Select Security provide for 50 monthly Earnout Payments consisting 
of a portion of the revenue attributable to the Accounts, subject to adjustment for Accounts that are no longer active.  The total 
estimated undiscounted liability for the remaining Earnout Payments for Protect America and Select Security as of September 
30, 2021 is approximately $100,475,000. 

Radio Conversion Costs 

Certain cellular carriers of 3G and CDMA cellular networks have announced that they will be retiring these networks between 
February and December of 2022.  As of September 30, 2021, we have approximately 180,000 subscribers with 3G, 2G or 
CDMA equipment which may have to be upgraded as a result of these retirements.  We currently estimate that the total 
remaining cost of converting our 3G and 2G subscribers, including those acquired from Protect America and Select Security, 
will be between $30,000,000 and $40,000,000.  For the three and nine months ended September 30, 2021, the Company 
incurred radio conversion costs of $6,150,000 and $24,779,000, respectively.  Cumulative through September 30, 2021, we 
have spent approximately $50,408,000 on 3G and 2G conversions.  Total costs for the conversion of such customers are subject 
to numerous variables, including our ability to work with our partners and subscribers on cost sharing initiatives, and the costs 
that we actually incur could be materially higher than our current estimates. 

Liquidity Outlook 

In considering our liquidity requirements for the next twelve months, we evaluated our known future commitments and 
obligations.  We will require the availability of funds to finance our strategy to grow through the acquisition of subscriber 
accounts through our Dealer and Direct to Consumer Channels or potential bulk buy opportunities, as well as completing our 
payment obligations under the Protect America and Select Security earnout liability.  We considered our expected operating 
cash flows as well as the borrowing capacity of our Revolving Credit Facility, under which we could borrow an additional 
$69,400,000 as of September 30, 2021, subject to certain financial covenants.  Based on this analysis, we expect that cash on 
hand, cash flow generated from operations and available borrowings under the Revolving Credit Facility will provide sufficient 
liquidity for the next twelve months, given our anticipated current and future requirements. 

Subject to our credit agreements, we may seek debt financing in the event of any new investment opportunities, additional 
capital expenditures or our operations requiring additional funds, but there can be no assurance that we will be able to obtain 
debt financing on terms that would be acceptable to us or at all.  Our ability to seek additional sources of funding depends on 
our future financial position and results of operations, which are subject to general conditions in or affecting our industry and 
our customers and to general economic, political, financial, competitive, legislative and regulatory factors beyond our control. 
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