N AN
o

A
P

s

\3

e

e

S—=AW




[

,:

N

|

N

W

\
/M»n

A LETTER TO SHAREHOLDERS

FRUM MARK DANKBERG



Mark Dankberg Chairman & CEO, Rick Baldridge Director, President & COO

DEAR SHARERHOLDERS,

Our annual letter is a good opportunity to reflect a little bit on our accomplishments,
communicate our view of the opportunities before us and to convey some of the perspectives
that inform our business strategy. | hope this year’s version helps promote a better
understanding of the way we think about markets, technologyandinnovation; our motivations
for the investments we're making; and ultimately our belief that we can have a meaningful
impact on the world while building a profitable business that benefits all our stakeholders.

Though it's been more than 30 years since ViaSat was founded, we still think of the Company
as a perpetual start-up. We are constantly seeking opportunities to disrupt established
markets with new innovations. Of course, we're now bigger, more capable, more global and
have greater marketimpactthanever. Infiscalyear 2017, we set many new company records,
including revenue and new contract awards. We are acknowledged leaders in important
technologies, especially satellite broadband networks for fixed and mobile users, anti-
jam radio networks for situational awareness and cyber security. While we have already
earned a reputation for technology excellence, we've also executed what was thought to
be a daunting transformation—from a product-focused company to delivering what are
widely acknowledged to be the best broadband services in the satellite industry. While we've
accomplished much, the growth opportunities in front of us are even more exciting.
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REMAINING AGILE IN TIMES OF GROWTH

Our perpetual start-up mindset is more apt today than ever. What makes our growth
opportunities so exciting—and the rewards for seizing them so compelling—is thatthe nature
of competition in the markets we target is changing so quickly. Clearly the paths to success
in media and telecom are being redefined by the confluence of phenomena such as rapid
cost and performance improvements in broadband internet, mobile devices, cloud-based
services, over-the-top entertainment, targeted advertising, e-commerce, social media and
unlicensed Wi-Fi. The only thing that’s certain is that the future will not belong to those that
cling to the status quo. It requires a start-up mindset and agile thinking to embrace the pace
of change and to see it for what it is: a growth opportunity of historic proportions.

What makes this opportunity especially attractive to us is that we bring to the fray a powerful
competitive advantage: extraordinary, economically-productive global broadband satellite
resources. ViaSat-2, the highest bandwidth communications satellite ever, was successfully
launched on June 1, 2017. Its capacity resources are double that of ViaSat-1 and its coverage
area is seven times the size of its formidable predecessor, enabling service for much of
Latin America, the Caribbean, the transatlantic crossings, all of the continental U.S. and
the high demand areas of Canada. ViaSat-2 also introduces key innovations to enhance the
economics and availability of broadband satellite services including dynamically flexible
real-time allocations of satellite bandwidth among high-value geographic markets, shared
use of additional Ka-band spectrum, much higher peak speeds, and smaller, lower cost fiber
network access nodes. We think these capabilities are vital for competing successfully in
markets that demand ubiquitous, high-speed, high-bandwidth connectivity.

To begin to realize our vision to offer profitable, affordable, competitive broadband on a
global-scale, we've created partnerships with Eutelsat in Europe, and nbn™ in Australia—
each recognized for having the most capable broadband satellites in their respective
regions. And, we continue to make significant progress on our ViaSat-3 class satellites.
Each ViaSat-3 class satellite is designed to deliver well over 1 Thps (one terabit per second
equals one thousand gigabits per second) of network capacity to small user terminals, while
covering almost a third of the Earth, and with even greater flexibility in dynamic bandwidth
allocation—all at roughly the same capital cost of a ViaSat-2 class system.

We are focused on creating highly differentiated services that are uniquely valuable to our
customers. We aim to offer services that the market demands, yet need so much bandwidth
that other satellite alternatives struggle to deliver at any price. Our strategy is the opposite of
delivering the same service at a lower price. Fortunately, end user demand is so strong that
we don’t have to convince customers to use bandwidth. Still, in historically bandwidth-scarce
satellite markets it takes a well-executed marketing pirouette to transform space assets
that deliver the most bandwidth at the lowest cost into services that win the hearts and
minds of customers based on non-price value. That is exactly why we've chosen a vertically
integrated go-to-market strategy, because existing satellite distribution channels wouldn't
or couldn't transform their value proposition to capitalize on bandwidth abundance.

To be sure, we have a formidable advantage in satellite bandwidth productivity measured in
a number of ways. In terms of sheer useful bandwidth, ViaSat-2 is anticipated to deliver 300
Gbps, or roughly double the 140 Gbps throughput of ViaSat-1 at a modest increase in total
capital cost. In contrast, we don’t believe any on-orbit mobile broadband specific satellite yet
has even 10% of the total throughput of our previous generation ViaSat-1 class satellite, even
with comparable total capital investments. The ViaSat-2 network has important additional
competitive benefits. It has the lowest cost ground infrastructure per unit bandwidth. We
can deliver more bandwidth to individual high-density geographic markets than any other
network (think busy hub airports, or popular cruise ship ports). And, it has real-time dynamic
capacity routing flexibility at a throughput scale unprecedented in satellite systems to match
that bandwidth to daily or seasonal geographic demand fluctuations. Simply put, bandwidth
productivity and flexibility are the ingredients for simultaneously delivering excellent
performance and value to our customers and superior returns for our shareholders.

Competing claims from different satellite operators, and different re-sellers, make the
broadband satellite marketseem confusing. Here are some conceptually simple fundamental
principles to help understand our technology approach:
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Satellite is wireless communication—so the fundamentals are very analogous to
those in fixed or mobile cellular.

Improving satellite internet bandwidth is similar to improving mobile wireless.
Mobile wireless works with cell sites, spectrum and air standards. The capacity of a
cellular system grows with the number of sites, amount of spectrum and efficiency
of the network standard. High-demand markets need lots of cells, else millions of
people would share a relatively small amount of bandwidth. More cells mean higher
total investments, and require more “backhaul” or fiber connections between the
mobile network and the internet backbone. Mobile operators measure capital
efficiency when they increase bandwidth supply to high demand. These concepts
translate directly to broadband satellites.

To get a comparison among broadband satellites, leverage the cellular analogy.
For broadband satellites spot beams are like cell sites—more beams increase
capacity and coverage. Small beams in high-demand areas are better than large
beams for the same reasons as in cellular—enabling greater frequency re-use
and higher bandwidth density. More spectrum per beam is also better than less.
Justasin cellular networks, satellite broadband networks are fed with fiber internet
through backhaul at gateway sites. The amount of bandwidth delivered to end users
cannot be more than the amount of bandwidth derived from the gateway backhaul
network. So, the number of gateway sites is also a good indicator of the capacity of
a satellite network.

While the concepts are simple—the implementation in space is complex. The trick
istogetlotsof beams, and lots of spectrum, and lots of flexibility and lots of power into
the upper stage of a rocket and survive the journey into space. That depends highly
on the level of electronic and mechanical integration for each component, module
and subsystem—determining its mass, physical volume and power consumption.
The same type of integration now gives mobile network micro cells the same capacity
that used to require a big, expensive tower. For ViaSat-3 we are inventing technology
to bring that type of integration to space for the first time.

Finally, you must re-invent the network itself, not merely end-user devices.
That's why mobile networks have evolved from GSM (Global System for Mobile
Communications) to Edge, to 3G, to 4G/LTE and then on to 5G. Yes, the performance
of individual mobile devices may vary depending on their antenna size, radio or level
of integration. But, there is no way to get 4G, or even 3G, network economics out
of a GSM handset just by making its antenna bigger or radio faster. In fact, mobile
networks use technology to go in exactly the opposite direction. The original analog
mobile phones had physically large, extensible antennas because the networks
were NOT very powerful. There was less spectrum available, cell sizes were
large, spectrum re-use was crude and waveforms were not very sophisticated.
As networks advanced in all those dimensions antennas could become so small
as to disappear into the devices themselves. Yet, the devices became more and
more bandwidth efficient and delivered higher speeds at lower subscription costs.
That was because of the network. The same effects are obtained with the highest
performing, most economical satellite broadband networks such as ViaSat-2 and
ViaSat-3. A collection of terminals with big antennas on a low throughput network
could outperform smaller terminals on that same network—but they will do much
worse than a smaller terminal on a network that is orders of magnitude more
capable. And, the fact that there might be lots of GSM network operators in a city to
choose from still can’t make a GSM handset (no matter how big the antenna) reliably
achieve the speed or service price points of LTE. In fact, the most salient metric of
broadband performance for new generations of cellular is the same one we focus
on—information throughput matched to geographic demand per capital investment
dollar. The same is true when you compare a 100 or 300 Gbps satellite network to a
1 or 10 Gbps satellite alternative. The network is the dominant dimension of value—
not the antenna, or the modem, or the radio or any individual component.



BROADBAND OPPORTUNITIES ON THE HORIZON

We believe what makes our opportunities so exciting are not just our supply side competitive
advantages, but also the demand side market shifts. In each case the need for speed—
achieved by having a lot of bandwidth, especially for video—plays a central role. But, the
manifestations are often distinct in each market. Let's take a tour of some of the most
exciting opportunities ahead of us.

Residential Broadband: This was our initial market focus with ViaSat-1 because
we understood it well from our involvement with every aspect of WildBlue
Communications (our initial consumer broadband technology customer] from its
very inception. We were confident that growing demand for internet video would
enable us to position satellite home internet as a more attractive service than slower
terrestrial systems. We believed a better service would command higher prices than
a last resort service that was only “better than dial-up.” When video is the driver of
internet consumption, offering speed and bandwidth is more valuable than a lower
latency connection that cant sustain streaming without buffering. That insight has
enabled us to build a satellite services business segment with a revenue run rate of
over $600 million per year, at Adjusted EBITDA margins approaching 50%. ViaSat-2
creates the potential for further improvement—reducing our bandwidth capital
costs by about half in a low variable cost business. And, the importance of video
has only grown as an even larger fraction of internet traffic. Linear over-the-top
video will continue that growth trend. We aim to improve our offer to our customers
(higher speed, more bandwidth and new value-added services) at competitive
prices, while growing margins, improving customer satisfaction and increasing
our addressable market. The total number of satellite internet subscribers in the
U.S. has exponentially grown since the launch of ViaSat-1 and its first generation
disruptive bandwidth productivity—despite continuous and ongoing deployments
of a broad range of existing and new terrestrial technologies including fixed and
mobile wireless, unlicensed Wireless ISP’s, new DSL technologies, next generation
cable standards and fiber to the home expansions. We believe our ViaSat-2 and
ViaSat-3 technologies will enable us to expand our total addressable market further
by offering better services for more homes that, for a variety of reasons, are left
behind by the most advanced terrestrial offerings.

In-flight Connectivity: This was the other initial focus that fit our satellite fleet
geographic coverage, and we've had even greater impact on defining this exciting
growth market. Our low-cost bandwidth has literally turned the industry on its head.
In 2011, in-flight connectivity (IFC) was a “concession” on domestic flights. A few
passengers paid high prices for meager bandwidth that was better only than no
connection at all. ViaSat-1 economics enabled us to create a service with JetBlue
that is free to passengers; delivers enough bandwidth to stream video; attracts
more passenger engagement; draws in internet and media partners that want to
be associated with a positive in-flight experience; works at scale, even at busy hub
airports; and ultimately enables airlines to improve both guest satisfaction and their
bottom line. ViaSat-2 will enable us to further improve the service at scale; allow
for per capita bandwidth consumption growth; expand our coverage to serve new
flight routes; rapidly increase the number of aircraft and passengers that we can
serve at any given time; and potentially open up new revenue streams that go beyond
connecting just the back of the plane (passenger and crew], to now looking at the
complete connected cockpit and aircraft, inclusive of big data flight operations.

Government Mobile Broadband: We have already had substantial success with
ViaSat-1 in establishing the performance and economic principles that deliver value
to our government customers. Mobile satellite broadband has been a growth engine
for our government business segment, where revenues grew this past fiscal year
to record levels. ViaSat-2 will enable us to further grow this business, by extending
coverage and improving performance and economics. With the ViaSat-3 class of
satellites already under construction we anticipate another level of global growth
from this sector beginning as early as the 2020 timeframe.



Maritime Markets, Especially Cruise Ships: Virtually all of the market characteristics
surrounding our success in aeronautical are present in the maritime market.
With ViaSat-2 providing ocean coverage, we can apply the same principle—satellite
network economic superiority—to serve maritime customers. Cruise ships are a
natural first target for us because they host large numbers of people, who currently
pay high prices for poorservice thatundermines an otherwise high-value experience.
Highly dense demand environments are the hardest ones for existing satellite
networks to serve. Passengers need connectivity to share the cruise experience
with family and friends, and they depend on near constant access to mobile devices
linking them to virtually every aspect of their everyday lives. We're enthused by the
size of the global market and our competitive advantages. ViaSat-2 is anticipated
to begin to enable the maritime market for us. With ViaSat-3 we aim to earn
substantial share early next decade.

Enterprise Services: Traditional VSAT services for large enterprise customers
were among the first satellite data killer apps. Yet, that market has largely yielded
to patchwork DSL and wireless competition because satellite bandwidth became
so expensive in the context of growing information technology (IT) demands that
it became uneconomical. Our high-capacity satellites can cure that issue. In fact,
now more and more brick-and-mortar enterprises are merging their online and
off-line presences in ways that are outgrowing the bandwidth capabilities of legacy
terrestrial alternatives. Video, and Wi-Fi connectivity to mobile devices at remote
sites, also drive bandwidth demands. Connectivity can be so fundamental to physical
establishments that redundant broadband links become essential. We envision
we can re-capture enterprise remote site communications with the same high-
speed, high-bandwidth value proposition that attracts consumers. We've begun test
marketing new enterprise services on ViaSat-1, even though the high fill factors due
to residential demand have limited our growth. ViaSat-2 will let us expand those
initiatives. We still expect this market to lag residential in terms of revenue and
subscribers, but, we anticipate that over time it will become increasingly valuable.

Shared Wi-Fi Hot Spots: Finally, one of the most interesting opportunities for
satellite broadband is to provide highly cost-effective shared Wi-Fi hot spots
wherever the constraints of terrestrial networks make access slow, expensive or
wholly unavailable. Growth in global internet penetration is slowing with estimates
of close to 4 billion people still lacking access. With ViaSat-2 and ViaSat-3, we
can provide affordable high-speed broadband access virtually anywhere with
incremental capital costs as low as $1,000 or so per site, including basic local
distribution. Wi-Fi connections to mobile devices allow dozens or hundreds of people
to share high-speed links at competitive air time prices—even when individual
users can only afford a few dollars per month of service. The coverage, density and
dynamic bandwidth allocation features of our new satellites allow us to concentrate
bandwidth supply where demand is strongest.

A THRIVING GOVERNMENT BUSINESS

Sometimes overlooked amidst the excitement about our satellite innovations and services
growth is our government business, which continues to perform exceptionally well despite a
challenging defense market. Our government solutions meet key defense needs in mobility,
tactical data links and cyber security, among others—driving growth and moving ViaSat up
the ranks of the top defense players.
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In Washington Technology’'s Top 100 Contractors list, as determined by prime
contract awards, ViaSat was listed as #56, up 42 spots from 2012's #98 spot.

According to Frost and Sullivan’s calendar year 2016 U.S. Department of Defense
(DoD) Command, Control, Communications, Computers, Intelligence, Surveillance
and Reconnaissance (C4ISR) market report , ViaSat was the #1 communications
contractor to the U.S. DoD for 2015 based on contract award amount.

In the Defense News Top 100 list for calendar year 2016, ViaSat was one of only three
U.S.-based companies to see double-digit growth from calendar years 2014 to 2015.



In fiscal year 2017 we delivered strong growth in government systems segment revenue,
Adjusted EBITDA and new awards, all setting records for the Company. This performance was
achieved in a difficult and competitive defense environment, where according to Defense
News overall revenues for calendar year 2016's top 100 defense companies worldwide
dropped for the fifth straight year. Case in point, seven of the top 10 defense companies
actually saw revenues shrink from 2014 to 2015.

Our success was achieved across our government systems portfolio—including wins
from our tactical data links, cyber security and satellite products and services offerings.
We continued to win programs of record, but also created new products and services that
end-users need, but don’t obtain through traditional DoD acquisition processes. We are
winning because we are bringing a commercial business approach to the defense market,
enabling us to be more nimble and flexible than traditional large, pure-play defense
companies. We are capitalizing on our commercial innovations, and effectively transforming
traditional thinking by bringing new technologies to high leverage defense segments. Our
outlook in government remains bright: we enjoy a strong book-to-bill ratio and large contract
backlog that provide good visibility into growth over the near-to-medium term.

OPPORTUNITIES ARE NEARLY LIMITLESS

Sustained leadershipin space-based bandwidth productivity appears to offer nearly limitless
opportunities for growing our share of the global satellite communications services market,
and selectively capturing attractive vertical and geographic markets that might otherwise
be exclusively terrestrial. Serving our markets well demands that we learn and perfect
new corporate skills—and that's why we love the perpetual start-up mindset. We don't
want to grow old and complacent. We want to preserve and cultivate a start-up mentality
that constantly questions the status quo. For the foreseeable future, we have our skills in
satellite network technology as a calling card to participate in multiple, diverse, vertical
and geographic markets that are increasingly dependent on ubiquitous, reliable, fast,
high-bandwidth network connections. We think we can parlay that advantage into new skills
creating even greater opportunities.

As always, I'd also like to thank the entire ViaSat team for their commitment and dedication;
our customers and partners for the opportunity to prove ourselves; our suppliers for their
support; and our investors for their confidence in our continued success.

Sincerely,

W%
Mark Dankberg
Chairman of the Board and Chief Executive Officer

l

\

=



EARNINGS HIGHLIGHTS

§629.6 vition

The Satellite Services segment reached multiple
record highs, including revenue growth of 13% to
$629.6 million, an operating profit increase of
60% year-over-year to $131.1 million and Adjusted
EBITDA of $297.4 million*, up 22%, as compared
to fiscal year 2016.

A 13% increase

° RESIDENTIAL Record ARPU (Average Revenue Per User)
BROADBAND i

SERVICES

T\ COMMERCIAL

('7,\’2-) MOBILITY

550 + Commercial aircraft
in service

- 800 Commercial aircraft
expected install orders

$66.02

year-over-year

» Major Contracts Won:

: T
AmericanAirlines §

FINNAIR

Scandinavian Airlines

hQAMTIIS

COMMERCIAL NETWORKS

S244 .6 Miion

The Commercial Networks segment revenues were
lower, operating loss was higher and Adjusted EBITDA
was lower, compared to fiscal year 2016.

SATELLITE
SYSTEMS
3

R&D Progress Made:

» Passed PDR; ViaSat-3 payloads /
next-gen network builds underway

» First ViaSat-3 flight hardware on
target for 2" half fiscal year 2018

N COMMERCIAL

6\ IN-FLIGHT
SYSTEMS

R&D Progress Made:

» Secured new supplemental
type certificates (STCs)

» Unveilled Gen-2
equipment for mobility
applications

GOVERNMENT SYSTEMS

$685. 1 mittor

The Government Systems segment performance for
fiscal year 2017 included a number of new record
highs: revenue growth of 13% to $685.1 million,
operating profit growth of 11% to $96.7 million and
Adjusted EBITDA growth of 13% to $162.3 million*
compared to fiscal year 2016.

$850_7 million in record segment contract awards

1 _2 . 1 segment book-to-bill ratio, with a backlog of $633.3 million

Interest in global mobile broadband services gained
momentum; highlighted by demand for enhanced

communications for senior U.S. government leader aircraft

enabled ViaSat to capture opportunities within new

ﬂ Information Assurance revenues rose year-over-year;
O government intelligence communities

* See page 74 for reconciliation of segment Adjusted EBITDA to segment operating profit (loss) before corporate and amortization of acquired intangible assets.
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FINANCIAL SUMMARY

$221
2014 2015 2016
ADJUSTED EBITDA" dollars in millions
FISCAL YEAR
$1,426 $1.413 $1,483
2014 2015 2016
NEW CONTRACT AWARDS dollars in millions
FISCAL YEAR
$1.351 $‘|_383 $1.417
2014 2015 2016

REVENUES dollars in millions
FISCAL YEAR

$341

$1,662

$1,559

*See page 74 for a reconciliation of Adjusted EBITDA to net income (loss) attributable to ViaSat, Inc.
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PERFURMANCE GRAPR

The following graph shows the value of an investment of $100 in cash on March
30, 2012 in (1) ViaSat’s common stock, (2) the NASDAQ Telecommunications
Index, (3) the NASDAQ Composite Index, (4) the S&P MidCap 400 Index and (5)
the S&P SmallCap 600 Index. In May 2016, ViaSat common stock was moved from
the S&P SmallCap 600 Index to the S&P MidCap 400 Index, and accordingly both
indices are included in the graph below. The graph assumes that all dividends, if
any, were reinvested. The stock price performance shown on the graph is based
on historical data and should not be considered indicative of future performance.
The information contained under this heading “Performance Graph” shall not be
deemed to be “soliciting material,” or to be “filed” with the SEC, or be subject
to Regulation 14A or Regulation 14C or to the liabilities of Section 18 of the
Securities Exchange Act of 1934, and shall not be deemed to be incorporated
by reference into any filing of ViaSat, except to the extent that ViaSat specifically
incorporates it by reference into a document filed under the Securities Act of 1933
or the Securities Exchange Act of 1934.
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SELECTED FINANCIAL DATA

The following table provides our selected financial information for each of the fiscal years in the five-year period ended
March 31, 2017. The data as of and for each of the fiscal years in the five-year period ended March 31, 2017 have been derived from
our audited consolidated financial statements, except as otherwise noted. You should consider the financial statement data provided
below in conjunction with “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and the
consolidated financial statements and notes which are included elsewhere in this Annual Report.

Fiscal Years Ended

March 31, March 31, April 3, April 4, March 29,
2017 2016 2015 2014 2013

(In thousands, except per share data)

Consolidated Statements of Operations Data:

Revenues:
Product FEVENUES. ......c.oeoveeeeeeeee e $ 713936 $ 664,821 $§ 728,074 $ 785,738 $ 664,417
SEIVICE TEVENUES ...veveereerenieresreeteeerevesie e seees 845,401 752,610 654,461 565,724 455,273
Total TEVENUES ....ccvveiiiiieiieeciee e 1,559,337 1,417,431 1,382,535 1,351,462 1,119,690
Operating expenses:
Cost of product revenues ...........coceeceeeverenuenens 524,026 489,246 519,483 571,855 484,973
Cost of Service revenues ..........occveeeveeeveeeneenns 524,949 495,099 444,431 419,425 363,188
Selling, general and administrative.................. 333,468 298,345 270,841 281,533 240,859
Independent research and development........... 129,647 77,184 46,670 60,736 35,448
Amortization of acquired intangible assets...... 10,788 16,438 17,966 14,614 15,584
Income (1oss) from operations............ceceeevevuereeriennenne 36,459 41,119 83,144 3,299 (20,362)
Interest eXpense, Nt ........ccevveerveeriereeiienieeee e (11,075) (23,522) (29,426) (37,903) (43,820)
Loss on extinguishment of debt ...........cccceveivrnennn. — — — — (26,501)
Income (loss) before income taxes.........cceevereeennne 25,384 17,597 53,718 (34,604) (90,683)
Provision for (benefit from) income taxes ................ 3,617 (4,173) 13,827 (25,947) (50,054)
Net income (10SS) .eoevevevvererererierieninerecieeneeee 21,767 21,770 39,891 (8,657) (40,629)
Less: net (loss) income attributable to
noncontrolling interests, net of tax .............c......... (2,000) 29 472) 789 543
Net income (loss) attributable to ViaSat, Inc. ........... $ 23,767 $ 21,741 $ 40,363 $ (9,446) $  (41,172)
Basic net income (loss) per share attributable to
ViaSat, Inc. common stockholders.............c......... $ 045 §$ 045 $ 086 §$ 0.21) $ (0.94)
Diluted net income (loss) per share attributable to
ViaSat, Inc. common stockholders....................... $ 045 §$ 044 $ 084 §$ 0.21) $ (0.94)
Shares used in computing basic net income (loss)
PET SNATE....oiviiieiieeieieee e 52,318 48,464 47,139 45,744 43,931
Shares used in computing diluted net income (loss)
PEI SRATC. ...t 53,396 49,445 48,285 45,744 43,931
Consolidated Balance Sheets Data:
Cash and cash equivalents...........cccceeeevecievenenennnne $ 130,098 $ 42,088 $ 52,263 $ 58,347 $ 105,738
Working capital (1) (2)..ccceeeeveevierienenieeieieriesiesieenes 289,339 241,567 221,685 217,641 271,217
Total aSSEtS (1) wovvevereerieeieeiieieieieeseeieeee e 2,954,653 2,397,312 2,147,405 1,951,160 1,783,680
Senior notes, NEt (2) .veecvveeerreeeriieeieeeiee e 575,380 575,304 575,144 574,906 574,601
Other long-term debt (2) ....ccvevvevieeeeieieieieieseeeene 273,103 370,224 220,276 105,900 1,456
Other Habilities ........ccvveveeiieiiiieeiecee e 42,722 37,371 39,995 48,893 52,640
Total ViaSat, Inc. stockholders’ equity ..................... 1,734,618 1,129,103 1,038,582 941,012 903,001

(1) InNovember 2015, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU) 2015-17,
Income Taxes (Topic 740): Balance Sheet Classification of Deferred Taxes, which simplifies the presentation of deferred
income taxes by requiring deferred tax assets and liabilities be classified as non-current on the balance sheet. We early adopted
this standard retrospectively and reclassified all of our current deferred tax assets to non-current deferred tax assets on our
consolidated balance sheets for all periods presented.

(2) During the first quarter of fiscal year 2017, we adopted ASU 2015-03. The retrospective adoption of this guidance resulted in
the reclassification of unamortized debt issuance costs as a direct deduction from the carrying amounts of our 6.875% Senior
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Notes due 2020 (2020 Notes) and the direct loan facility with the Export-Import Bank of the United States for ViaSat-2 (the Ex-
Im Credit Facility), consistent with unamortized discount, for all periods presented.

Our fiscal year 2013 information presented reflects the repurchase and redemption of our former 8.875% Senior Notes due 2016
and the associated $26.5 million loss on extinguishment of debt. Our fiscal year 2015 information presented reflects the amounts
realized under our settlement agreement with Space Systems/Loral (SS/L) and Space & Communications, Inc. (Loral) (the Settlement
Agreement) of $53.7 million, of which $33.0 million was recognized as product revenues in our satellite services segment,
$18.7 million was recognized as a reduction to selling, general and administrative (SG&A) expenses in our satellite services segment,
and $2.0 million was recognized as interest income in the consolidated financial statements. Our fiscal year 2016 information
presented reflects the amounts realized under the Settlement Agreement of $27.5 million, of which $25.3 million was recognized as
product revenues in our satellite services segment, and $2.2 million was recognized as interest income in the consolidated financial
statements. Our fiscal year 2017 information presented reflects amounts realized under the Settlement Agreement of $27.5 million, of
which $26.8 million was recognized as product revenues in our satellite services segment, and $0.7 million was recognized as interest
income in the consolidated financial statements. As of March 31, 2017 all payments pursuant to the Settlement Agreement have been
recorded and no further impacts to our consolidated financial statements are anticipated related to the Settlement Agreement. Refer to
Note 13 to the consolidated financial statements for discussion of the amounts realized under the Settlement Agreement. Our fiscal
year 2017 information presented also reflects the amounts accrued for uncharacterized damages and penalties of $11.4 million and
$0.4 million, respectively, in connection with the False Claims Act civil investigation related to our 52% majority-owned subsidiary
TrellisWare Technologies, Inc. (TrellisWare), recognized in SG&A expenses in our government systems segment. The impact of the
loss contingency on net income attributable to ViaSat, Inc. stockholders for fiscal year 2017, net of tax, was $4.0 million, with the
related amount of $3.7 million recorded to net (loss) income attributable to noncontrolling interests, net of tax. The impact of the loss
contingency on basic and diluted net income per share attributable to ViaSat, Inc. common stockholders for fiscal year 2017 was $0.08
per share and $0.07 per share, respectively. At this time, we cannot determine with certainty how or whether the TrellisWare
investigation will conclude or whether this will be the final amount of damages and penalties. Refer to Note 13 to the consolidated
financial statements for further discussion of the False Claims Act civil investigation.

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
Company Overview

We are an innovator in broadband technologies and services. Our end-to-end platform of high-capacity Ka-band satellites,
ground infrastructure and user terminals enables us to provide cost-effective, high-speed, high-quality broadband solutions to
enterprises, consumers and government users around the globe, whether on the ground, on the move or in flight. In addition, we
develop and provide advanced wireless communications systems, secure networking systems and cybersecurity and information
assurance products and services. Our product, system and service offerings are often linked through common underlying technologies,
customer applications and market relationships. We believe that our portfolio of products and services, combined with our ability to
effectively cross-deploy technologies between government and commercial segments and across different geographic markets,
provides us with a strong foundation to sustain and enhance our leadership in advanced communications and networking technologies.
ViaSat operates in three segments: satellite services, commercial networks and government systems.

On November 23, 2016, we completed the sale of an aggregate of 7,475,000 shares of ViaSat common stock in an underwritten
public offering. Our net proceeds from the offering were approximately $503.1 million after deducting underwriting discounts and
offering expenses. In November 2016, we used $225.0 million of the net proceeds from the offering to repay outstanding borrowings
under our revolving credit facility (the Revolving Credit Facility and, together with the Ex-Im Credit Facility, the Credit Facilities).
We expect to use the remaining net proceeds for general corporate purposes, which may include financing costs related to the
purchase, launch and operation of satellites, potential acquisitions, joint ventures and strategic alliances, working capital or capital
expenditures.

Satellite Services

Our satellite services segment provides satellite-based high-speed broadband services to consumers, enterprises, commercial
airlines and mobile broadband customers. Our Exede® broadband services offer high-speed, high-quality broadband internet access
primarily in the United States. We also offer high-speed internet and other in-flight services for a growing number of commercial
aircraft both in the United States and abroad. Our satellite services business also provides a platform for the provision of network
management services to domestic and international satellite service providers. Our satellite services business uses our proprietary
technology platform to provide broadband services with multiple applications. Our proprietary Ka-band satellites are at the core of our
technology platform. The ViaSat-1 satellite (our first-generation high-capacity Ka-band spot-beam satellite) was placed into service in
January 2012. Our second-generation ViaSat-2 satellite is currently located at the Arianespace S.A. (Arianespace) launch facility in
French Guiana and is undergoing preparations for launch into orbit. Due to recent civil unrest in French Guiana, the scheduled launch
date of our ViaSat-2 satellite was further delayed and is currently expected to occur in June 2017 following completion of the launch



preparation process. We currently have two third-generation ViaSat-3 class satellites under construction. We also own the WildBlue-1
satellite, which was placed into service in March 2007.

The primary services offered by our satellite services segment are comprised of:

»  Fixed broadband services under the Exede and WildBlue® brands offered to consumers and businesses primarily in the
United States, which provide users with high-speed broadband internet access and Voice over Internet Protocol (VoIP)
services. As of March 31, 2017, we provided broadband internet services to approximately 659,000 consumer and small
business subscribers.

* In-flight services, including our flagship ViaSat in-flight internet services and aviation software services. As of March 31,
2017, 559 commercial aircraft were in service utilizing our ViaSat in-flight internet services.

*  Mobile broadband services, which provide global network management and high-speed internet connectivity services for
customers using airborne, maritime and ground-mobile satellite systems.

»  Enterprise broadband services, which include business connectivity, live on-line event streaming, oil and natural gas data
gathering services and high-definition satellite news gathering.

On March 3, 2017, we consummated our strategic partnering arrangement with Eutelsat S.A. (together with its affiliates,
Eutelsat) for the ownership and operation of satellite broadband infrastructure, equipment, and provision of satellite-based broadband
internet services in the European region. At the closing of the transaction, Eutelsat contributed and transferred assets relating to its
existing wholesale satellite broadband business (including its KA-SAT satellite) to a subsidiary of Eutelsat, Euro Broadband
Infrastructure Sarl (Euro Infrastructure Co.) in exchange for the issuance of new shares in such subsidiary, and immediately following
such contribution and issuance, we purchased 49% of the issued shares of Euro Infrastructure Co. from Eutelsat for cash consideration
of $139.5 million. Our total net cash outlay for this investment in Euro Infrastructure Co., including approximately $2.4 million of
transaction costs, was approximately $141.9 million. Also at the closing, Eutelsat purchased 49% of the issued shares of our
subsidiary Euro Broadband Retail Sarl (Euro Retail Co.) for an immaterial amount. Under the strategic partnering arrangement, Euro
Infrastructure Co. owns and operates the KA-SAT satellite and related assets and offers wholesale satellite capacity services in the
European region, and Euro Retail Co. purchases wholesale satellite capacity services and offers retail satellite-based broadband
internet services in the European region.

In September 2014, we entered into the Settlement Agreement with SS/L and Loral, pursuant to which SS/L and Loral were
required to pay us a total of $108.7 million, inclusive of interest, over a two and a half year period from the date of settlement. In
exchange, we dismissed both lawsuits against SS/L and Loral. The parties further agreed not to sue each other with respect to the
patents and intellectual property that were the subject of the lawsuits and, for a period of two years, not to sue each other or each
other’s customers for any intellectual property claims. We record payments under the Settlement Agreement as product revenues and
as a reduction of SG&A expenses in our satellite services segment, and as interest income. For further information, see Note 13 to the
consolidated financial statements.

Commercial Networks

Our commercial networks segment develops and produces a variety of advanced satellite and wireless products, systems and
solutions that enable the provision of high-speed fixed and mobile broadband services. Our products, systems and solutions include an
array of satellite-based and wireless broadband platforms, networking equipment, space hardware, radio frequency and advanced
microwave solutions, space-to-earth connectivity systems, customer premise equipment (CPE), satellite modems and antenna
technologies, as well as satellite payload development and ASIC chip design. Our products, systems and solutions are generally
developed through a combination of customer and discretionary internal research and development funding, are utilized to provide
services through our satellite services segment and are also sold to commercial networks customers (with sales of complementary
products, systems and solutions to government customers included in our government systems segment). The primary products,
systems, solutions and services offered by our commercial networks segment are comprised of:

*  Mobile broadband satellite communication systems, designed for use in aircraft and seagoing vessels.

*  Fixed satellite networks, including next-generation satellite network infrastructure and ground terminals to access Ka-
band broadband services on high-capacity satellites.

+  Antenna systems specializing in earth imaging, remote sensing, mobile satellite communication, Ka-band earth stations
and other multi-band antennas.

»  Satellite networking development, including specialized design and technology services covering all aspects of satellite
communication system architecture and technology, including satellite and ground systems, fabless semiconductor design
for ASIC and MMIC chips and wide area network (WAN) compression for enterprise networks, as well as modules and
subsystems for various commercial, military and space uses and radio frequency and advanced microwave solutions. We

14 | VIASAT 2017 ANNUAL REPORT



also design and develop high-capacity Ka-band satellites as part of our commercial networks segment (both for our own
satellite fleet and for third parties) and design, develop and produce the associated satellite payload technologies.

Government Systems

Our government systems segment provides global mobile broadband services to military and government users, and develops
and produces network-centric Internet Protocol (IP)-based fixed and mobile secure communications products and solutions that are
designed to enable the collection and dissemination of secure real-time digital information between individuals on the tactical edge,
command centers, strategic communications nodes, ground and maritime platforms and airborne intelligence and defense platforms.
Customers of our government systems segment include the U.S. Department of Defense (DoD), allied foreign governments, allied
armed forces, public safety first-responders and remote government employees.

The primary products and services of our government systems segment include:

*  Government mobile broadband products and services, which provide military and government users with high-speed, real-
time, broadband and multimedia connectivity in key regions of the world, as well as line-of-sight and beyond-line-of-sight
Intelligence, Surveillance, and Reconnaissance (ISR) missions.

*  Government satellite communication systems, which comprise an array of portable, mobile and fixed broadband modems,
terminals, network access control systems and antenna systems using a range of satellite frequency bands for Command
and Control (C2) missions, satellite networking services and network management systems for Wi-Fi and other internet
access networks, and include products designed for manpacks, aircraft, unmanned aerial vehicles (UAVs), seagoing
vessels, ground-mobile vehicles and fixed applications.

*  Cybersecurity and information assurance products, which provide advanced, high-speed IP-based “Type 1 and High
Assurance Internet Protocol Encryption (HAIPE®)-compliant encryption solutions that enable military and government
users to communicate information securely over networks, and that secure data stored on computers and storage devices.

*  Tactical data links, including our Battlefield Awareness and Targeting System — Dismount (BATS-D) handheld Link 16
radios, our KOR-24A 2-channel Small Tactical Terminal for manned and unmanned applications, “disposable” defense
data links, our Multifunctional Information Distribution System (MIDS) terminals for military fighter jets and their
successor, MIDS Joint Tactical Radio System (MIDS-JTRS) terminals.

Sources of Revenues

Our satellite services segment revenues are primarily derived from our fixed broadband services business, our in-flight services
business and our worldwide managed network services.

Revenues in our commercial networks and government systems segments are primarily derived from three types of contracts:
fixed-price, time-and-materials and cost-reimbursement contracts. Fixed-price contracts (which require us to provide products and
services under a contract at a specified price) comprised approximately 87%, 90% and 90% of our total revenues for these segments
for fiscal years 2017, 2016 and 2015, respectively. The remainder of our revenue in these segments for such periods was derived
primarily from cost-reimbursement contracts (under which we are reimbursed for all actual costs incurred in performing the contract
to the extent such costs are within the contract ceiling and allowable under the terms of the contract, plus a fee or profit) and from
time-and-materials contracts (which reimburse us for the number of labor hours expended at an established hourly rate negotiated in
the contract, plus the cost of materials utilized in providing such products or services).

Our ability to grow and maintain our revenues in our commercial networks and government systems segments has to date
depended on our ability to identify and target markets where the customer places a high priority on the technology solution, and our
ability to obtain additional sizable contract awards. Due to the nature of this process, it is difficult to predict the probability and timing
of obtaining awards in these markets.

Historically, a significant portion of our revenues in our commercial networks and government systems segments has been
derived from customer contracts that include the research and development of products. The research and development efforts are
conducted in direct response to the customer’s specific requirements and, accordingly, expenditures related to such efforts are
included in cost of sales when incurred and the related funding (which includes a profit component) is included in revenues. Revenues
for our funded research and development from our customer contracts were approximately 19%, 20% and 23% of our total revenues
during fiscal years 2017, 2016 and 2015, respectively.

We also incur independent research and development (IR&D) expenses, which are not directly funded by a third party. IR&D
expenses consist primarily of salaries and other personnel-related expenses, supplies, prototype materials, testing and certification
related to research and development projects. IR&D expenses were approximately 8%, 5% and 3% of total revenues in fiscal years
2017,2016 and 2015, respectively. As a government contractor, we are able to recover a portion of our IR&D expenses pursuant to
our government contracts.



Approximately 13%, 15% and 17% of our total revenues in fiscal years 2017, 2016 and 2015, respectively, were derived from
international sales. Doing business internationally creates additional risks related to global political and economic conditions and other
factors identified under the heading “Risk Factors” in our most recent Annual Report on Form 10-K.

Critical Accounting Policies and Estimates

Management’s Discussion and Analysis of Financial Condition and Results of Operations discusses our consolidated financial
statements, which have been prepared in accordance with accounting principles generally accepted in the United States of America
(GAAP). The preparation of these financial statements requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses during the reporting period. We consider the policies discussed below to be
critical to an understanding of our financial statements because their application places the most significant demands on
management’s judgment, with financial reporting results relying on estimation about the effect of matters that are inherently uncertain.
We describe the specific risks for these critical accounting policies in the following paragraphs. For all of these policies, we caution
that future events rarely develop exactly as forecast, and even the best estimates routinely require adjustment.

Revenue recognition

A substantial portion of our revenues is derived from long-term contracts requiring development and delivery of complex
equipment built to customer specifications. Sales related to these contracts are accounted for under the authoritative guidance for the
percentage-of-completion method of accounting (Accounting Standards Codification (ASC) 605-35). Sales and earnings under these
contracts are recorded either based on the ratio of actual costs incurred to date to total estimated costs expected to be incurred related
to the contract, or as products are shipped under the units-of-delivery method.

The percentage-of-completion method of accounting requires management to estimate the profit margin for each individual
contract and to apply that profit margin on a uniform basis as sales are recorded under the contract. The estimation of profit margins
requires management to make projections of the total sales to be generated and the total costs that will be incurred under a contract.
These projections require management to make numerous assumptions and estimates relating to items such as the complexity of
design and related development costs, performance of subcontractors, availability and cost of materials, labor productivity and cost,
overhead and capital costs and manufacturing efficiency. These contracts often include purchase options for additional quantities and
customer change orders for additional or revised product functionality. Purchase options and change orders are accounted for either as
an integral part of the original contract or separately depending upon the nature and value of the item. For contract claims or similar
items, we apply judgment in estimating the amounts and assessing the potential for realization. These amounts are only included in
contract value when they can be reliably estimated and realization is considered probable. Anticipated losses on contracts are
recognized in full in the period in which losses become probable and estimable. During fiscal years 2017, 2016 and 2015, we recorded
losses of approximately $6.0 million, $5.1 million and $0.6 million, respectively, related to loss contracts.

Assuming the initial estimates of sales and costs under a contract are accurate, the percentage-of-completion method results in
the profit margin being recorded evenly as revenue is recognized under the contract. Changes in these underlying estimates due to
revisions in sales and future cost estimates or the exercise of contract options may result in profit margins being recognized unevenly
over a contract as such changes are accounted for on a cumulative basis in the period estimates are revised. We believe we have
established appropriate systems and processes to enable us to reasonably estimate future costs on our programs through regular
evaluations of contract costs, scheduling and technical matters by business unit personnel and management. Historically, in the
aggregate, we have not experienced significant deviations in actual costs from estimated program costs, and when deviations that
result in significant adjustments arise, we disclose the related impact in Management’s Discussion and Analysis of Financial
Condition and Results of Operations. However, these estimates require significant management judgment and a significant change in
future cost estimates on one or more programs could have a material effect on our results of operations. A one percent variance in our
future cost estimates on open fixed-price contracts as of March 31, 2017 would change our income before income taxes by
approximately $0.4 million.

We also derive a substantial portion of our revenues from contracts and purchase orders where revenue is recorded on delivery
of products or performance of services in accordance with the authoritative guidance for revenue recognition (ASC 605). Under this
standard, we recognize revenue when an arrangement exists, prices are determinable, collectability is reasonably assured and the
goods or services have been delivered.

We also enter into certain leasing arrangements with customers and evaluate the contracts in accordance with the authoritative
guidance for leases (ASC 840). Our accounting for equipment leases involves specific determinations under the authoritative guidance
for leases, which often involve complex provisions and significant judgments. In accordance with the authoritative guidance for
leases, we classify the transactions as sales type or operating leases based on: (1) review for transfers of ownership of the equipment to
the lessee by the end of the lease term, (2) review of the lease terms to determine if it contains an option to purchase the leased
equipment for a price which is sufficiently lower than the expected fair value of the equipment at the date of the option, (3) review of
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the lease term to determine if it is equal to or greater than 75% of the economic life of the equipment, and (4) review of the present
value of the minimum lease payments to determine if they are equal to or greater than 90% of the fair market value of the equipment
at the inception of the lease. Additionally, we consider the cancelability of the contract and any related uncertainty of collections or
risk in recoverability of the lease investment at lease inception. Revenue from sales type leases is recognized at the inception of the
lease or when the equipment has been delivered and installed at the customer site, if installation is required. Revenues from equipment
rentals under operating leases are recognized as earned over the lease term, which is generally on a straight-line basis.

In accordance with the authoritative guidance for revenue recognition for multiple element arrangements, ASU 2009-13,
Revenue Recognition (ASC 605) Multiple-Deliverable Revenue Arrangements, which updates ASC 605-25, Revenue Recognition-
Multiple element arrangements, of FASB codification, for substantially all of the arrangements with multiple deliverables, we allocate
revenue to each element based on a selling price hierarchy at the arrangement inception. The selling price for each element is based
upon the following selling price hierarchy: vendor specific objective evidence (VSOE) if available, third-party evidence (TPE) if
VSOE is not available, or estimated selling price (ESP) if neither VSOE nor TPE are available (a description as to how we determine
VSOE, TPE and ESP is provided below). If a tangible hardware systems product includes software, we determine whether the tangible
hardware systems product and the software work together to deliver the product’s essential functionality and, if so, the entire product
is treated as a nonsoftware deliverable. The total arrangement consideration is allocated to each separate unit of accounting for each of
the nonsoftware deliverables using the relative selling prices of each unit based on the aforementioned selling price hierarchy.
Revenue for each separate unit of accounting is recognized when the applicable revenue recognition criteria for each element have
been met.

To determine the selling price in multiple-element arrangements, we establish VSOE of the selling price using the price charged
for a deliverable when sold separately. We also consider specific renewal rates offered to customers for software license updates,
product support and hardware systems support, and other services. For nonsoftware multiple-element arrangements, TPE is
established by evaluating similar and/or interchangeable competitor products or services in standalone arrangements with similarly
situated customers and/or agreements. If we are unable to determine the selling price because VSOE or TPE doesn’t exist, we
determine ESP for the purposes of allocating the arrangement by reviewing historical transactions, including transactions whereby the
deliverable was sold on a standalone basis and considering several other external and internal factors including, but not limited to,
pricing practices including discounting, margin objectives, competition, the geographies in which we offer our products and services,
the type of customer (i.e. distributor, value added reseller, government agency or direct end user, among others), volume commitments
and the stage of the product lifecycle. The determination of ESP considers our pricing model and go-to-market strategy. As our or our
competitors’ pricing and go-to-market strategies evolve, we may modify our pricing practices in the future, which could result in
changes to our determination of VSOE, TPE and ESP. As a result, our future revenue recognition for multiple-element arrangements
could differ materially from those in the current period.

Collections in excess of revenues and deferred revenues represent cash collected from customers in advance of revenue
recognition and are recorded in accrued liabilities for obligations within the next 12 months. Amounts for obligations extending
beyond the 12 months are recorded within other liabilities in the consolidated financial statements.

Warranty reserves

We provide limited warranties on our products for periods of up to five years. We record a liability for our warranty obligations
when we ship the products or they are included in long-term construction contracts based upon an estimate of expected warranty costs.
Amounts expected to be incurred within 12 months are classified as accrued liabilities and amounts expected to be incurred beyond 12
months are classified as other liabilities in the consolidated financial statements. For mature products, we estimate the warranty costs
based on historical experience with the particular product. For newer products that do not have a history of warranty costs, we base
our estimates on our experience with the technology involved and the types of failures that may occur. It is possible that our
underlying assumptions will not reflect the actual experience, and in that case, we will make future adjustments to the recorded
warranty obligation.

Property, equipment and satellites

Satellites and other property and equipment are recorded at cost or in the case of certain satellites and other property acquired,
the fair value at the date of acquisition, net of accumulated depreciation. Capitalized satellite costs consist primarily of the costs of
satellite construction and launch, including launch insurance and insurance during the period of in-orbit testing, the net present value
of performance incentives expected to be payable to the satellite manufacturers (dependent on the continued satisfactory performance
of the satellites), costs directly associated with the monitoring and support of satellite construction, and interest costs incurred during
the period of satellite construction. We also construct earth stations, network operations systems and other assets to support our
satellites, and those construction costs, including interest, are capitalized as incurred. At the time satellites are placed in service, we
estimate the useful life of our satellites for depreciation purposes based upon an analysis of each satellite’s performance against the
original manufacturer’s orbital design life, estimated fuel levels and related consumption rates, as well as historical satellite operating
trends.



We own two satellites: ViaSat-1 (our first-generation high-capacity Ka-band spot-beam satellite, which was placed into service
in January 2012) and WildBlue-1 (which was placed into service in March 2007). Our second-generation ViaSat-2 satellite is expected
to be launched in June 2017, after further delay in scheduled launch date due to recent civil unrest in French Guiana (the location of
the satellite launch). We currently have two third-generation ViaSat-3 class satellites under construction. In addition, we have an
exclusive prepaid lifetime capital lease of Ka-band capacity over the contiguous United States on Telesat Canada’s Anik F2 satellite
(which was placed into service in April 2005) and own related earth stations and networking equipment for all of our satellites.
Property and equipment also includes the CPE units leased to subscribers under a retail leasing program as part of our satellite services
segment.

Impairment of long-lived and other long-term assets (property, equipment and satellites, and other assets, including goodwill)

In accordance with the authoritative guidance for impairment or disposal of long-lived assets (ASC 360), we assess potential
impairments to our long-lived assets, including property, equipment and satellites and other assets, when there is evidence that events
or changes in circumstances indicate that the carrying value may not be recoverable. We periodically review the remaining estimated
useful life of the satellite to determine if revisions to the estimated life are necessary. We recognize an impairment loss when the
undiscounted cash flows expected to be generated by an asset (or group of assets) are less than the asset’s carrying value. Any
required impairment loss would be measured as the amount by which the asset’s carrying value exceeds its fair value, and would be
recorded as a reduction in the carrying value of the related asset and charged to results of operations. No material impairments were
recorded by us for fiscal years 2017, 2016 and 2015.

We account for our goodwill under the authoritative guidance for goodwill and other intangible assets (ASC 350) and the
provisions of ASU 2011-08, Testing Goodwill for Impairment, which simplifies how we test goodwill for impairment. Current
authoritative guidance allows us to first assess qualitative factors to determine whether it is necessary to perform the two-step
quantitative goodwill impairment test. If, after completing the qualitative assessment, we determine that it is more likely than not that
the estimated fair value is greater than the carrying value, we conclude that no impairment exists. If it is more likely than not that the
carrying value of the reporting unit exceeds its estimated fair value, we compare the fair value of the reporting unit to its carrying
value. If the estimated fair value of the reporting unit is less than the carrying value, a second step is performed in which the implied
fair value of goodwill is compared to its carrying value. If the implied fair value of goodwill is less than its carrying value, goodwill
must be written down to its implied fair value, resulting in goodwill impairment. We test goodwill for impairment during the fourth
quarter every fiscal year and when an event occurs or circumstances change such that it is reasonably possible that an impairment may
exist.

In accordance with ASC 350, we assess qualitative factors to determine whether goodwill is impaired. Furthermore, in addition
to qualitative analysis, we believe it is appropriate to conduct a quantitative analysis periodically as a prudent review of our reporting
unit goodwill fair values. Our quantitative analysis estimates the fair values of the reporting units using discounted cash flows and
other indicators of fair value. The forecast of future cash flow is based on our best estimate of each reporting unit’s future revenue and
operating costs, based primarily on existing firm orders, expected future orders, contracts with suppliers, labor resources, general
market conditions, and other relevant factors. Based on a quantitative analysis for fiscal year 2017, we concluded that estimated fair
values of our reporting units significantly exceed their respective carrying values.

The qualitative analysis includes assessing the impact of changes in certain factors including: (1) changes in forecasted
operating results and comparing actual results to projections, (2) changes in the industry or our competitive environment since the
acquisition date, (3) changes in the overall economy, our market share and market interest rates since the acquisition date, (4) trends in
the stock price and related market capitalization and enterprise values, (5) trends in peer companies total enterprise value metrics, and
(6) additional factors such as management turnover, changes in regulation and changes in litigation matters.

Based on our qualitative and quantitative assessment performed during the fourth quarter of fiscal year 2017, we concluded that
it was more likely than not that the estimated fair value of our reporting units exceeded their carrying value as of March 31, 2017 and,
therefore, determined it was not necessary to perform the two-step goodwill impairment test.

Income taxes and valuation allowance on deferred tax assets

Management evaluates the realizability of our deferred tax assets and assesses the need for a valuation allowance on a quarterly
basis to determine if the weight of available evidence suggests that an additional valuation allowance is needed. In accordance with
the authoritative guidance for income taxes (ASC 740), net deferred tax assets are reduced by a valuation allowance if, based on all the
available evidence, it is more likely than not that some or all of the deferred tax assets will not be realized. In the event that our
estimate of taxable income is less than that required to utilize the full amount of any deferred tax asset, a valuation allowance is
established which would cause a decrease to income in the period such determination is made. Our valuation allowance against
deferred tax assets increased from $17.1 million at March 31, 2016 to $17.7 million at March 31, 2017. The valuation allowance
primarily relates to state net operating loss carryforwards and research and development tax credit carryforwards available to reduce
state income taxes.
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Our analysis of the need for a valuation allowance on deferred tax assets considered historical as well as forecasted
future operating results. In addition, our evaluation considered other factors, including our contractual backlog, our history of positive
earnings, current earnings trends assuming our satellite services segment continues to grow, taxable income adjusted for certain items,
and forecasted income by jurisdiction. We also considered the period over which these net deferred tax assets can be realized and our
history of not having federal tax loss carryforwards expire unused.

Accruals for uncertain tax positions are provided for in accordance with the authoritative guidance for accounting for
uncertainty in income taxes (ASC 740). Under the authoritative guidance, we may recognize the tax benefit from an uncertain tax
position only if it is more likely than not that the tax position will be sustained on examination by the taxing authorities, based on the
technical merits of the position. The tax benefits recognized in the financial statements from such a position should be measured based
on the largest benefit that has a greater than 50% likelihood of being realized upon ultimate settlement. The authoritative guidance
addresses the derecognition of income tax assets and liabilities, classification of deferred income tax assets and liabilities, accounting
for interest and penalties associated with tax positions, and income tax disclosures.

We are subject to income taxes in the United States and numerous foreign jurisdictions. In the ordinary course of business there
are calculations and transactions where the ultimate tax determination is uncertain. In addition, changes in tax laws and regulations as
well as adverse judicial rulings could adversely affect the income tax provision. We believe we have adequately provided for income
tax issues not yet resolved with federal, state and foreign tax authorities. However, if these provided amounts prove to be more than
what is necessary, the reversal of the reserves would result in tax benefits being recognized in the period in which we determine that
provision for the liabilities is no longer necessary. If an ultimate tax assessment exceeds our estimate of tax liabilities, an additional
charge to expense would result.

Results of Operations

The following table presents, as a percentage of total revenues, income statement data for the periods indicated.

Fiscal Years Ended

March 31, March 31, April 3,
2017 2016 2015
REVEIUCS: ...ttt 100.0% 100.0% 100.0%
Product reVENUES .......c.eeveriiiiiiiiiienic et 45.8 46.9 52.7
SEIVICE TEVENUES....c.ueeuieeiieiieitienieenieesieesteenieesteesteesaeenaeeneeenee 54.2 53.1 473
Operating expenses:
Cost of Product reVENUES........cceevieriereeniienieneeieeeeneenieene 33.6 345 37.6
COSt Of SEIVICE TEVENUES......cueereieeieeeiesiiesiieriiesieenieesieesieenieens 33.7 349 32.1
Selling, general and adminisStrative ..........ccccoceverereeieniennnn 21.4 21.0 19.6
Independent research and development ............ccocceveiennennens 8.3 5.4 34
Amortization of acquired intangible assets ............cccceeuenee. 0.7 1.2 1.3
Income from OPErations ........ccceevueerierrierierniieieeieee et 23 2.9 6.0
Interest eXpPense, Nt .......cccueveerierierieiieniesieseesieeseeeseeeneeens 0.7 1.7 2.1
Income before iINCOME taXes .........eevveereeerierriiriienieeieeee e 1.6 1.2 3.9
Provision for (benefit from) income taxes .........cccccoerirereevennennns 0.2 (0.3) 1.0
INEE INCOIMIC ...ttt ettt ettt et et e e e 1.4 1.5 2.9

Net income attributable to ViaSat, INC.......c...ccceeviieiiiiiiiiceeene. 1.5 1.5 2.9



Fiscal Year 2017 Compared to Fiscal Year 2016

Revenues
Fiscal Years Ended Dollar Percentage
March 31, March 31, Increase Increase
(In millions, except percentages) 2017 2016 (Decrease) (Decrease)
PrOQUCE TEVEIUES ...ovviiivieiiieicceie ettt ettt et ae b ebeeaaeenaeeaveeaneas $ 7139 $ 664.8 $ 49.1 7.4%
SEIVICE TEVEIMUES ....vviievieeitreeireeeeteeesireeeteeesteeesaseessaeeeseeessaeesssesesesensseesssessseeans 845.4 752.6 92.8 12.3%
TOLAl TEVEIUES ....cvvieevieeieeeieeeee ettt ettt ettt e et teeteeteeaeebeeaseeaseesseeaneeaneas $ 1,5593 § 14174 § 141.9 10.0%

Our total revenues grew by $141.9 million as a result of a $92.8 million increase in service revenues and a $49.1 million
increase in product revenues. The service revenue increase was comprised of an increase of $68.3 million in our satellite services
segment, $13.4 million in our government systems segment and $11.1 million in our commercial networks segment. The product
revenue increase was primarily driven by an increase of $64.2 million in our government systems segment, partially offset by a
$17.2 million decrease in our commercial networks segment.

Cost of revenues

Fiscal Years Ended

Dollar Percentage
March 31, March 31, Increase Increase
(In millions, except percentages) 2017 2016 (Decrease) (Decrease)
Cost Of ProduCt TEVEINUES .......ocueruerueriieiieiiienienieetetene e $ 5240 $ 4892 $ 34.8 7.1%
CoSt Of SEIVICE TEVENUES .....cvemveriinienieiinienieieniereieerenaeneeneeeneenes 524.9 495.1 29.9 6.0%
Total COSt Of TEVENUES ....c.veeevieeiieiieeiie ettt $ 1,0490 $ 9843 § 64.6 6.6%

Cost of revenues increased by $64.6 million due to a $34.8 million increase in cost of product revenues and $29.9 million
increase in cost of service revenues. The cost of product revenue increase was primarily due to increased revenues, causing a
$36.1 million increase in cost of product revenues on a constant margin basis. This cost of product revenue increase mainly related to
our cybersecurity and information assurance products and tactical data links products in our government systems segment. The cost of
service revenue increase was primarily due to increased service revenues, which generated a $61.0 million increase in cost of service
revenues on a constant margin basis. This increase mainly related to our Exede broadband services and in-flight services in our
satellite services segment, as well as our network management services for Wi-Fi and other internet access networks in our
government systems segment, and was partially offset by improved margins from our Exede broadband services resulting from a
higher mix of subscribers choosing premium service plans and value-added service bundles compared to the prior year period in our
satellite services segment and improved margins in our government mobile broadband services in our government systems segment.

Selling, general and administrative expenses

Fiscal Years Ended

Dollar Percentage
March 31, March 31, Increase Increase
(In millions, except percentages) 2017 2016 (Decrease) (Decrease)
Selling, general and administrative..........cccceceveeeeveeninineneenens $ 3335 § 2983 $ 35.1 11.8%

The $35.1 million increase in SG&A expenses was primarily attributable to higher support costs of $41.4 million spread across
all three segments. The increase in SG&A expenses included the amounts accrued in fiscal year 2017 in our government systems
segment for uncharacterized damages and penalties of $11.4 million and $0.4 million, respectively, in connection with the False
Claims Act civil investigation related to our 52% majority-owned subsidiary TrellisWare. The impact of the loss contingency on net
income attributable to ViaSat, Inc. stockholders for fiscal year 2017, net of tax, was $4.0 million, with the related amount of
$3.7 million recorded to net (loss) income attributable to noncontrolling interests, net of tax, while the impact on basic and diluted net
income per share attributable to ViaSat, Inc. common stockholders for fiscal year 2017 was $0.08 per share and $0.07 per share,
respectively. Refer to Note 13 to the consolidated financial statements for further discussion of the False Claims Act civil
investigation. The increase in SG&A expenses was partially offset by lower new business proposal costs mainly in our government
systems segment as well as lower selling costs in our satellite services segment. In addition to the amounts accrued for the TrellisWare
False Claims Act civil investigation, SG&A expenses consisted primarily of personnel costs and expenses for business development,
marketing and sales, bid and proposal, facilities, finance, contract administration and general management.
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Independent research and development

Fiscal Years Ended

Dollar Percentage
March 31, March 31, Increase Increase
(In millions, except percentages) 2017 2016 (Decrease) (Decrease)
Independent research and development..........ccccceeenineneennene $ 129.6 $ 712§ 52.5 68.0%

The $52.5 million increase in IR&D expenses was primarily the result of increased IR&D efforts in our commercial networks
segment of $51.1 million, primarily related to research increases in next-generation satellite payload technologies for our ViaSat-3
class satellites, mobile broadband satellite communication systems and next-generation consumer broadband integrated networking
technologies.

Amortization of acquired intangible assets

We amortize our acquired intangible assets from prior acquisitions over their estimated useful lives, which range from two to ten
years. The $5.7 million decrease in amortization of acquired intangible assets in fiscal year 2017 compared to fiscal year 2016 was
primarily the result of certain acquired customer relationship intangibles in our satellite services segment becoming fully amortized
over the preceding fiscal year. Expected amortization expense for acquired intangible assets for each of the following periods is as
follows:

Amortization

(In thousands)

Expected for fiscal year 2018 ...........oceoiiimiiiiiniiiiieceeeeeeeceee e $ 11,733
Expected for fiscal year 2019 ......c.ccoivieiiniinininiiiciccecsceecteee e 9,076
Expected for fiscal year 2020 .........coeeeeeerienineneeieeieieestesesieetee e 7,312
Expected for fiscal year 2021 ......ccooieieienienienierieeteetesesiesiee e 4,993
Expected for fiscal year 2022 .........cccoeieienieniininiiiieiciecneseeeereese e 3,171
TRETEATTET ...ttt et et et e et e ennas 5,392

$ 41,677

Interest income

The $1.2 million decrease in interest income in fiscal year 2017 compared to fiscal year 2016 was due to a decrease of
$1.5 million in the amount of payments under the Settlement Agreement recognized as interest income during fiscal year 2017
compared to fiscal year 2016. As of March 31, 2017 all payments pursuant to the Settlement Agreement have been recorded and no
further impacts to our consolidated financial statements are anticipated related to the Settlement Agreement.

Interest expense

The $13.7 million decrease in interest expense year-over-year was primarily due to an increase of $19.6 million in the amount of
interest capitalized during fiscal year 2017 compared to fiscal year 2016. This decrease was partially offset by increased interest
expense due to the overall higher amount of outstanding borrowings during fiscal year 2017 compared to fiscal year 2016. Capitalized
interest expense during fiscal years 2017 and 2016 related to the construction of our ViaSat-2 and related gateway and networking
equipment, construction of our ViaSat-3 class satellites, and other assets.

Provision for (benefit from) income taxes

Income tax expense in fiscal year 2017 reflected the tax expense from our income before income taxes and the benefit from
federal and state research tax credits. The effective income tax benefit in fiscal year 2016 reflected the tax expense from our income
before income taxes and the benefit from federal and state research tax credits. The Protecting Americans from Tax Hikes (PATH)
Act of 2015 enacted on December 18, 2015 extended the federal research and development credit permanently, retroactive to January
2015. As a result, fiscal year 2016 included 15 months of federal research tax credit (comprising three months from fiscal year 2015
and 12 months from fiscal year 2016), whereas fiscal year 2017 only included 12 months of federal research tax credit. Fiscal year
2016 also included an expense related to the increase in valuation allowance related primarily to state net operating loss carryforwards
and research and development credit carryforwards available to reduce state income taxes.



Segment Results for Fiscal Year 2017 Compared to Fiscal Year 2016

Satellite services segment

Revenues
Fiscal Years Ended Dollar Percentage
March 31, March 31, Increase Increase
(In millions, except percentages) 2017 2016 (Decrease) (Decrease)
Segment product TEVEIUES ..........ccceerveuerierreininieeierenieeeieseenenens $ 277 $ 256 $ 2.1 8.2%
Segment SErVICE TEVENUES .....cc.eerueerueeriierieeieeieenteeeeesieeeeeeeenneas 601.9 533.6 68.3 12.8%
Total SEZMENt TEVENUES. .....ceuvevereeiriieiieieienieeieeeeeienee e eieeneas $ 629.6 $ 559.2 $ 70.4 12.6%

Our satellite services segment revenues grew by $70.4 million as a result of a $68.3 million increase in service revenues and a
$2.1 million increase in product revenues. The increase in service revenues was primarily driven by higher average revenue per Exede
broadband subscriber, as well as the expansion of our in-flight services compared to the prior year period. As of March 31, 2017, 559
commercial aircraft were in service utilizing our in-flight internet services, compared to 476 commercial aircraft in service as of
March 31, 2016. Total subscribers of our fixed broadband services decreased year over year, with approximately 659,000 subscribers
at March 31, 2017 compared to 697,000 subscribers at March 31, 2016.

Segment operating profit

Fiscal Years Ended

Dollar Percentage
March 31, March 31, Increase Increase
(In millions, except percentages) 2017 2016 (Decrease) (Decrease)
Segment operating Profit.........cccceeveeveeveriiernenienienieseenen $ 131.1  $ 81.8 $ 493 60.2%
Percentage of segment revenues ............ecveveereeneeneeneennenn 20.8% 14.6%

The $49.3 million increase in operating profit for our satellite services segment was driven primarily by higher earnings
contributions of $52.6 million primarily due to the increase in service revenues. The higher average revenue per Exede broadband
subscriber in the current year period was primarily driven by a higher mix of subscribers choosing premium service plans and value-
added service bundles compared to the prior year period, and resulted in increased service revenues and improved margins. We also
experienced positive contributions from our mobile broadband services and in-flight services in fiscal year 2017.

Commercial networks segment

Revenues
Fiscal Years Ended Dollar Percentage
March 31, March 31, Increase Increase
(In millions, except percentages) 2017 2016 (Decrease) (Decrease)
Segment product TEVENUES .......cc.eeueruereeierienienienieeienienie e $ 211.5 % 228.7 $ (17.2) (7.5)%
Segment service revenues 33.1 22.0 11.1 50.4%
Total SEZMENt TEVENUES......couveeeieieriieiieieienie ettt $ 2446 $ 250.7 $ (6.1) 2.4)%

Our commercial networks segment revenues decreased by $6.1 million, due to a $17.2 million decrease in product revenues
partially offset by a $11.1 million increase in service revenues. The product revenue decrease was comprised mainly of a decrease of
$21.1 million in mobile broadband satellite communication systems and a decrease of $7.4 million in fixed satellite networks
(reflecting the nearing of completion of the Australian Ka-band infrastructure project and a decrease from our next-generation Ka-
band system contract in Canada), partially offset by an increase of $6.0 million related to satellite networking development programs
and an increase of $5.3 million in antenna systems products. The service revenue increase was primarily due to a $10.5 million
increase related to fixed satellite networks support agreements.
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Segment operating loss

Fiscal Years Ended

Dollar Percentage
March 31, March 31, (Increase) (Increase)
(In millions, except percentages) 2017 2016 Decrease Decrease
Segment operating 1oSS ......ccevveeeeeeerierienieneeeeeerenienen, $ (180.5) § (111.3)  $ (69.2) (62.1)%

Percentage of segment revenues ..........cecceeveeerieereeennenn, (73.8)% (44.49)%

The $69.2 million increase in operating loss for our commercial networks segment was driven primarily by a $51.1 million
increase in IR&D expenses (primarily due to an increase in IR&D efforts relating to next-generation satellite payload technologies for
our ViaSat-3 class satellites, mobile broadband satellite communication systems and next-generation consumer broadband integrated
networking technologies) and lower earnings contributions of $10.6 million primarily due to lower revenues and lower margins in our
mobile broadband satellite communication systems. Additionally, support costs increased $8.5 million compared to the prior year
period.

Government systems segment

Revenues
Fiscal Years Ended Dollar Percentage
March 31, March 31, Increase Increase
(In millions, except percentages) 2017 2016 (Decrease) (Decrease)
Segment product TEVEINUES .......cceeeruereeierienenieneeeenieneneseeeens $ 4748 $ 4105 § 64.2 15.6%
Segment SEIVICE FEVENUES ........ccceeuerueueruenierieiinieeeereneeeeuesaenenens 210.3 196.9 13.4 6.8%
Total SEZMENE TEVENUES.....ccvreeeerieeereeiieseiereeseeesieeneeesseeneeeseeennens $ 685.1 $ 607.5 $ 77.6 12.8%

Our government systems segment revenues increased by $77.6 million, due to a $64.2 million increase in product revenues and
a $13.4 million increase in service revenues. The product revenue increase was primarily due to a $25.9 million increase in
cybersecurity and information assurance products, a $19.1 million increase in tactical data link products, an $11.4 million increase in
tactical satcom radio products and a $7.8 million increase in government satellite communications systems. Of the service revenues
increase, $11.1 million related to our network management services for Wi-Fi and other internet access networks.

Segment operating profit

Fiscal Years Ended
Dollar Percentage
March 31, March 31, Increase Increase
(In millions, except percentages) 2017 2016 (Decrease) (Decrease)
Segment operating profit..........c.cccceevecereneininccneneenene. $ 9.7 § 87.1 $ 9.6 11.0%
Percentage of segment reVenues ..........o.cecuevvenerereeeenenennens 14.1% 14.3%

The $9.6 million increase in our government systems segment operating profit reflected higher earnings contributions of
$35.3 million primarily due to higher revenues and improved margins in our cybersecurity and information assurance products,
tactical data link products and tactical satcom radio products. This operating profit increase was partially offset by higher overall
SG&A expenses of $24.4 million. The increase in our government systems segment SG&A expenses included the amounts accrued in
fiscal year 2017 for uncharacterized damages and penalties of $11.4 million and $0.4 million, respectively, in connection with the
False Claims Act civil investigation related to our 52% majority-owned subsidiary TrellisWare. The impact of the loss contingency on
net income attributable to ViaSat, Inc. stockholders for fiscal year 2017, net of tax, was $4.0 million, with the related amount of $3.7
million recorded to net (loss) income attributable to noncontrolling interests, net of tax, while the impact on basic and diluted net
income per share attributable to ViaSat, Inc. common stockholders for fiscal year 2017 was $0.08 per share and $0.07 per share,
respectively. Refer to Note 13 to the consolidated financial statements for further discussion of the False Claims Act civil
investigation.



Fiscal Year 2016 Compared to Fiscal Year 2015

Revenues
Fiscal Years Ended Dollar Percentage
March 31, April 3, Increase Increase
(In millions, except percentages) 2016 2015 (Decrease) (Decrease)
Product TeVENUES ......c.eieeiiiiiieciieeeee et e $ 664.8 $ 728.1 § (63.3) (8.7)%
SEIVICE TEVEINUES ....vvieeevieeieieiieeeeteeeteeeeteeestreesreeeseeeseseeseneeanns 752.6 654.5 98.1 15.0%
TOtAl TEVEIUES .....evviiviieeeeieceree et eeaae e $ 14174 $ 1,3825 § 349 2.5%

Our total revenues grew by $34.9 million as a result of a $98.1 million increase in service revenues, partially offset by a
$63.3 million decrease in product revenues. The service revenue increase was comprised of an increase of $67.3 million in our
satellite services segment, $24.8 million in our government systems segment and $6.0 million in our commercial networks segment.
The product revenue decrease was comprised of a decrease of $102.4 million in our commercial networks segment and $8.0 million in
our satellite services segment (mainly related to the Settlement Agreement, which we entered into during the second quarter of fiscal
year 2015 — see Note 13 to the consolidated financial statements), partially offset by an increase of $47.1 million in our government
systems segment.

Cost of revenues

Fiscal Years Ended

Dollar Percentage
March 31, April 3, Increase Increase
(In millions, except percentages) 2016 2015 (Decrease) (Decrease)
Cost of Product FEVENUES .......cceeveeeriieriieriieieerieeiieneeesie e eaeeneees $ 4892 § 5195 % (30.2) (5.8)%
COSt Of SEIVICE TEVEIUES ....evveueeneeieriieiienieiesiesteeiteseente e seeeieennens 495.1 444 .4 50.7 11.4%
Total COSt Of TEVENUES ....cvveeieiieiieiieciieieeee e $ 9843 $ 9639 $ 20.4 2.1%

Cost of revenues increased by $20.4 million due to a $50.7 million increase in cost of service revenues, offset by a decrease in
cost of product revenues of $30.2 million. The cost of service revenues increase was primarily due to increased service revenues,
which generated a $66.7 million increase in cost of service revenues on a constant margin basis. This increase mainly related to our
Exede broadband services and in-flight internet services in our satellite services segment and the addition of our network management
services for Wi-Fi and other internet access networks resulting from our acquisition in June 2014 of NetNearU Corp. (NetNearU) in
our government systems segment. This increase was partially offset by improved margins from our Exede broadband services
resulting from the higher number of Exede subscribers compared to the prior year period and resultant scale in revenues, as well as
higher value service plan offerings. The cost of product revenues decrease was primarily due to decreased revenues, causing a
$41.5 million decrease in cost of product revenues on a constant margin basis, prior to the effects of product revenues related to the
implied license under the Settlement Agreement. This cost of product revenues decrease mainly related to our fixed satellite networks
(driven by consumer broadband products) and our antenna systems products in our commercial networks segment, partially offset by
lower margins in consumer broadband products in our commercial networks segment.

Selling, general and administrative expenses

Fiscal Years Ended

Dollar Percentage
March 31, April 3, Increase Increase
(In millions, except percentages) 2016 2015 (Decrease) (Decrease)
Selling, general and adminiStrative..........coccoecevereineneneicnenenens $ 2983 $ 2708 $ 27.5 10.2%

The $27.5 million increase in SG&A expenses was primarily attributable to higher support costs of $34.3 million mainly related
to the recognition of $18.7 million of payments made under the Settlement Agreement as a reduction to SG&A expenses in our
satellite services segment during the second quarter of fiscal year 2015 and to an increase in support costs of $11.8 million in our
commercial networks segment. This increase was partially offset by lower new business proposal costs of $4.0 million mainly in our
government systems segment and lower selling costs primarily in our satellite services segment. SG&A expenses consisted primarily
of personnel costs and expenses for business development, marketing and sales, bid and proposal, facilities, finance, contract
administration and general management.

24 | VIASAT 2017 ANNUAL REPORT



Independent research and development

Fiscal Years Ended

Dollar Percentage
March 31, April 3, Increase Increase
(In millions, except percentages) 2016 2015 (Decrease) (Decrease)
Independent research and development............cccceeveeievirniennnne. $ 772§ 46.7 $ 30.5 65.4%

The $30.5 million increase in IR&D expenses was primarily the result of increased IR&D efforts in our commercial networks
segment of $33.9 million (primarily related to research increases in next-generation consumer broadband, mobile broadband satellite
communication systems and next-generation satellite payload technologies for our ViaSat-3 class satellites), partially offset by a
decrease in our government systems segment of $3.9 million (primarily due to a decrease in development of next-generation dual band
mobility solutions).

Amortization of acquired intangible assets

We amortize our acquired intangible assets from prior acquisitions over their estimated useful lives, which range from two to ten
years. The $1.5 million decrease in amortization of acquired intangible assets in fiscal year 2016 compared to last fiscal year was
primarily the result of certain customer relationship intangibles in our satellite services segment becoming fully amortized during the
fourth quarter of fiscal year 2016. Expected amortization expense for acquired intangible assets for each of the following periods is as
follows:

Amortization

(In thousands)

Expected for fiscal year 2017 $ 9,357
Expected for fiscal year 2018 8,023
Expected for fiscal year 2019 5,510
Expected for fiscal year 2020 4,478
Expected for fiscal year 2021 3,045
TRETEATTET ..ottt et ettt ettt eanas 3,191

$ 33,604

Interest income

The $0.2 million increase in interest income in fiscal year 2016 compared to fiscal year 2015 was due to an increase of
$0.2 million in the amount of payments under the Settlement Agreement recognized as interest income during fiscal year 2016
compared to fiscal year 2015.

Interest expense

The $5.7 million decrease in interest expense year-over-year was primarily due to an increase of $13.9 million in the amount of
interest capitalized during fiscal year 2016 compared to fiscal year 2015. This decrease was partially offset by increased interest
expense due to the overall higher amount of outstanding borrowings during fiscal year 2016 compared to the prior year period.
Capitalized interest expense during fiscal years 2016 and 2015 related to the construction of ViaSat-2 and other assets and in fiscal
year 2016 also included interest expense related to the construction of our ViaSat-3 class satellites.

(Benefit from) provision for income taxes

The income tax benefit in fiscal year 2016 reflected the tax expense from our income before income taxes and the benefit from
federal and state research tax credits. The Protecting Americans from Tax Hikes (PATH) Act of 2015 enacted on December 18, 2015
extended the federal research and development credit permanently, retroactive to January 2015. As a result, fiscal year 2016 includes
15 months of federal research tax credit (comprising three months from fiscal year 2015 and 12 months from fiscal year 2016). Fiscal
year 2016 also included an expense related to the increase in valuation allowance related primarily to state net operating loss
carryforwards and research and development credit carryforwards available to reduce state income taxes. The effective income tax
expense in fiscal year 2015 reflected the tax expense from the income before income taxes and the benefit from federal and state
research tax credits. Fiscal year 2015 includes 12 months of federal research tax credit including three months from fiscal year 2014
and nine months from fiscal year 2015. Fiscal year 2015 also included an expense related to the increase in valuation allowance
related primarily to state net operating loss carryforwards and research and development credit carryforwards available to reduce state
income taxes.



Segment Results for Fiscal Year 2016 Compared to Fiscal Year 2015

Satellite services segment

Revenues
Fiscal Years Ended Dollar Percentage
March 31, April 3, Increase Increase
(In millions, except percentages) 2016 2015 (Decrease) (Decrease)
Segment Product TEVEINUESS .......cc.evverueeieierienienieeeieieniesiesreseeeneens $ 256 $ 33.6 $ (8.0) 23. %
Segment SEIVICE TEVEINUES .....ccueeveeieeiieieeieeteeteeeeereeresenesneeeas 533.6 466.3 67.3 14.4%
Total SEZMENt TEVENUES. .....cc.eervieriieieeniieieeieenieeie et eneea $ 5592 § 4999 § 59.4 11.9%

Our satellite services segment revenues grew by $59.4 million as a result of a $67.3 million increase in service revenues, offset
by a $8.0 million decrease in product revenues. The increase in service revenues was primarily driven by an increase in the number of
Exede broadband internet subscribers compared to the prior year period, as well as higher average revenue per subscriber. Total
subscribers of our fixed broadband services grew from approximately 686,000 at April 3, 2015 to approximately 697,000 at March 31,
2016. The service revenue increase also reflected the expansion of our in-flight internet services compared to the prior year period,
with 476 commercial aircraft in service as of March 31, 2016 compared to approximately 330 commercial aircraft in service at the end
of fiscal year 2015. The decrease in product revenues mainly related to the amounts recorded under the Settlement Agreement, which
we entered into during the second quarter of fiscal year 2015.

Segment operating profit

Fiscal Years Ended

Dollar Percentage
March 31, April 3, Increase Increase
(In millions, except percentages) 2016 2015 (Decrease) (Decrease)
Segment operating Profit..........coceeereeeerieneneneneeneneneneeenn $ 81.8 % 624 $ 19.5 31.2%

Percentage of segment reVenues ..........ccccceeverereeieeeneneeneennes 14.6% 12.5%

The $19.5 million increase in operating profit for our satellite services segment was driven primarily by higher earnings
contributions of $34.8 million, and was partially offset by the recognition of $18.7 million of payments made under the Settlement
Agreement as a reduction to SG&A expenses during the second quarter of fiscal year 2015. Continued growth in the size of the
subscriber base for our Exede broadband services subscriber base compared to the prior year period resulted in increased service
revenues and improved margins. We have also experienced positive contributions from our in-flight internet services.

Commercial networks segment

Revenues
Fiscal Years Ended Dollar Percentage
March 31, April 3, Increase Increase
(In millions, except percentages) 2016 2015 (Decrease) (Decrease)
Segment product TEVENUES ........ccueeveerieerieeieeieeieeieeie e eee e $ 228.7 $ 331.1 $ (102.4) (30.9)%
SEZMENt SEIVICE TEVENUES .....cuveuvererienienieientenieeeeeneenaeniesreseeeneenes 22.0 16.1 6.0 37.1%
Total SEZMENt TEVENUES. .....couveutirerieriirieeieiente et eieeneens $ 250.7 $ 347.1 § (96.4) (27.8)%

Our commercial networks segment revenues decreased by $96.4 million, primarily due to the $102.4 million decrease in product
revenues. Of this product revenue decrease, $48.5 million related to fixed satellite networks (reflecting the nearing of completion of
our large scale Australian Ka-band infrastructure project, partially offset by increased revenues from our next-generation Ka-band
system contract in Canada). In addition, our antenna systems products revenues decreased $29.3 million (as certain programs were
completed or moved closer to completion), our mobile broadband satellite communication systems revenues decreased $10.2 million,
our satellite payload technology development programs revenues decreased $7.4 million and our satellite networking development
programs revenues decreased $7.2 million.
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Segment operating loss

Fiscal Years Ended

Dollar Percentage
March 31, April 3, (Increase) (Increase)
(In millions, except percentages) 2016 2015 Decrease Decrease
Segment operating loSS ......ccuevverreeeeeeiierierieseeeeeeienie e $ (111.3)  $  (33.6) S (77.7) (231.2)%

Percentage of segment revVenues .........cceccveeveeeesvenvenvenieenns (44.4)% 9.71%

The $77.7 million increase in operating loss for our commercial networks segment was driven by a $33.9 million increase in
IR&D expenses (primarily due to an increase in IR&D efforts relating to next-generation consumer broadband, mobile broadband
satellite communication systems and next-generation satellite payload technologies for our ViaSat-3 class satellites), lower earnings
contributions of $29.8 million primarily due to the decrease in product revenues, and an increase of $14.0 million in support, new
business proposal and selling costs.

Government systems segment

Revenues
Fiscal Years Ended Dollar Percentage
March 31, April 3, Increase Increase
(In millions, except percentages) 2016 2015 (Decrease) (Decrease)
Segment product TEVENUES ..........ccovvueuiiiieiiiiiiiiieeciecceeeeas $ 4105 § 3634 $ 47.1 13.0%
SegMEnt SEIVICE TEVEMUES ....ccuveruveeurieuieriienireeiresieeseeesieesieenieeneeeneeas 196.9 172.1 24.8 14.4%
Total SEZMENt TEVENUES......c..c.ervereuirtiieierieniereerieeeneeieneeesieneeneenes $ 607.5 § 5355 % 71.9 13.4%

Our government systems segment revenues increased by $71.9 million, due to a $47.1 million increase in product revenues and
a $24.8 million increase in service revenues. The product revenue increase was primarily due to a $54.3 million increase in
government satellite communication systems (mainly attributable to government mobile broadband and command and control
situational awareness), a $12.9 million increase in tactical data link products, and a $6.4 million increase in tactical satcom radio
products (relating to our 52% majority-owned subsidiary TrellisWare), partially offset by a $25.8 million decrease in cybersecurity
and information assurance products. Of the service revenue increase, $16.0 million related to NetNearU, the subsidiary we acquired in
June 2014 and $4.3 million related to government satellite communication systems services.

Segment operating profit

Fiscal Years Ended

Dollar Percentage
March 31, April 3, Increase Increase
(In millions, except percentages) 2016 2015 (Decrease) (Decrease)
Segment operating Profit..........ceceeeveeveeieeniienienieniesee e $ 87.1 % 723 $ 14.7 20.3%

Percentage of segment reVeNUES ..........cccecvererverereereeneneneennen 14.3% 13.5%

The $14.7 million increase in our government systems segment operating profit reflected higher earnings contributions of
$9.5 million primarily due to the increase in revenue and a decrease of $3.9 million in IR&D expenses (primarily due to lower
spending in IR&D efforts relating to development of next-generation dual band mobility solutions).

Unrestricted Subsidiaries

We have designated our majority-owned subsidiaries TrellisWare and Euro Retail Co. as “Unrestricted Subsidiaries” under the
indenture governing our 2020 Notes. The financial position and results of operations of our Unrestricted Subsidiaries are included in
our consolidated financial statements. Under the indenture governing our 2020 Notes, due to the significance of the net loss of our
52% majority-owned subsidiary TrellisWare for fiscal year 2017, which reflected our accrual for uncharacterized damages and
penalties of $11.8 million recorded in the fourth quarter of fiscal year 2017 in connection with the False Claims Act civil investigation
related to TrellisWare, we are required to present information sufficient to ascertain our financial condition and results of operations
excluding our Unrestricted Subsidiaries. The impact of the loss contingency on net income attributable to ViaSat, Inc. stockholders for
fiscal year 2017, net of tax, was $4.0 million, with the related amount of $3.7 million recorded to net (loss) income attributable to
noncontrolling interests, net of tax, while the impact on basic and diluted net income per share attributable to ViaSat, Inc. common
stockholders for fiscal year 2017 was $0.08 per share and $0.07 per share, respectively. The net loss of our Unrestricted Subsidiaries
for the fiscal year ended March 31, 2017 was $4.2 million, which related primarily to TrellisWare. For the fiscal year ended March 31,
2017, total revenues and expenses of our Unrestricted Subsidiaries were immaterial to our consolidated results. For the fiscal years
ended March 31, 2016 and 2015, total revenues, expenses and net income (loss) of our Unrestricted Subsidiaries were immaterial to



our consolidated results. As of March 31, 2017 and 2016, total assets and liabilities of our Unrestricted Subsidiaries were immaterial
to our consolidated results.

Backlog
As reflected in the table below, our overall firm and funded backlog increased during fiscal year 2017. The increases in both
firm and funded backlog were attributable to increases in our government systems segment.

As of As of
March 31, 2017 March 31, 2016

(In millions)

Firm backlog

Satellite SEIvICes SEZMENt .....cc.eevueerueeriieriieieerieeieeieeieeneen, $ 125.2 $ 169.6
Commercial networks Segment..........c.cceceeeeveereneneneneenns 265.9 286.7
Government SyStems SEZMENL.......cccuereereereereeneeneeneennen. 633.3 485.6
TOtal oo $ 1,024.4 $ 941.9
Funded backlog
Satellite SErvices SEZMENt ........cc.eevveverrerverrerierienienienieeeenns $ 125.2 $ 169.6
Commercial networks segment............cceceeveeveerenenereennenns 265.9 286.7
Government SyStems SEZMENT........ccueveereereereenieeneenieennen, 546.8 422.8
Total .o, $ 937.9 $ 879.1

The firm backlog does not include contract options. Of the $1.0 billion in firm backlog, $530.2 million is expected to be
delivered in fiscal year 2018, and the balance is expected to be delivered in fiscal year 2019 and thereafter. We include in our backlog
only those orders for which we have accepted purchase orders. Backlog does not include contracts with our Exede broadband internet
subscribers in our satellite services segment, nor does it include anticipated purchase orders and requests for the installation of in-
flight broadband systems or future recurring internet services revenues under commercial in-flight internet agreements recorded in our
commercial networks and satellite services segments, respectively. As of March 31, 2017, we expect to install in-flight broadband
systems on approximately 800 additional aircraft under our existing customer agreements with commercial airlines, although there can
be no assurance that all anticipated purchase orders and requests will be placed.

Our total new awards were approximately $1.7 billion, $1.5 billion and $1.4 billion for fiscal years 2017, 2016 and 2015,
respectively.

Backlog is not necessarily indicative of future sales. A majority of our contracts can be terminated at the convenience of the
customer. Orders are often made substantially in advance of del