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PART I. FINANCIAL INFORMATION 
  
Item 1. Financial Statements. 
  

Orbital Energy Group, Inc. 

Condensed Consolidated Balance Sheets 
(Unaudited) 

  
See accompanying notes to condensed consolidated financial statements 
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    September 30,     December 31,  
(in thousands, except share and per share amounts)   2020     2019  
                 
Assets:                
Current Assets:                
Cash and cash equivalents   $ 4,060    $ 23,351 
Restricted cash - current     2,562      — 
Trade accounts receivable, net of allowance of $63 and $47 at September 30, 2020 and December 31, 2019, respectively     12,498      5,290 
Inventories     1,117      1,631 
Contract assets     6,090      2,314 
Note receivable, current portion     44      — 
Prepaid expenses and other current assets     4,263      2,215 
Assets held for sale - current     6,482      6,893 
Total current assets     37,116      41,694 
                 
                 
Property and equipment, less accumulated depreciation of $1,972 and $1,441 at September 30, 2020 and December 31, 2019, respectively     5,776      4,454 
Investments     741      4,865 
Right of use assets - Operating leases     6,990      5,524 
Goodwill     7,006      — 
Other intangible assets, net     14,887      4,298 
Restricted cash     1,026      — 
Note receivable     3,525      3,253 
Deposits and other assets     1,306      70 
Total assets   $ 78,373    $ 64,158 
                 
Liabilities and Stockholders' Equity:                
Current Liabilities:                
Accounts payable   $ 16,712    $ 2,904 
Notes payable, current     3,979      473 
Line of credit     451      — 
Operating lease obligations - current portion     1,704      821 
Accrued expenses     5,285      5,159 
Contract liabilities     8,047      1,668 
Liabilities held for sale, current     3,894      4,970 
Total current liabilities     40,072      15,995 
Notes payable, less current portion     7,383      — 
Operating lease obligations, less current portion     5,282      4,852 
Contingent consideration     720      — 
Other long-term liabilities     287      194 
Total liabilities     53,744      21,041 
                 
Commitments and contingencies                
                 
Stockholders' Equity:                
Preferred stock, par value $0.001; 10,000,000 shares authorized; no shares issued at September 30, 2020 or December 31, 2019     —      — 
Common stock, par value $0.001; 325,000,000 shares authorized; 30,773,748 shares issued and 30,420,685 shares outstanding at September 
30, 2020 and 28,736,436 shares issued and 28,383,373 shares outstanding at December 31, 2019     31      29 
Additional paid-in capital     171,344      170,106 
Treasury stock at cost; 353,063 shares held at September 30, 2020 and December 31, 2019     (413)     (413)
Accumulated deficit     (142,142)     (122,234)
Accumulated other comprehensive loss     (4,191)     (4,371)
Total stockholders' equity     24,629      43,117 

Total liabilities and stockholders' equity   $ 78,373    $ 64,158 

2



  

Orbital Energy Group, Inc. 
Condensed Consolidated Statements of Operations 

(Unaudited) 
  

  
See accompanying notes to condensed consolidated financial statements 
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    For the Three Months     For the Nine Months  
(in thousands, except share and per share amounts)   Ended September 30,     Ended September 30,  
    2020     2019     2020     2019  
                                 
Revenues   $ 13,615    $ 6,073    $ 27,078    $ 17,793 
                                 
Cost of revenues     11,261      4,652      23,121      13,464 
                                 
Gross profit     2,354      1,421      3,957      4,329 
                                 
Operating expenses:                                
Selling, general and administrative expense     7,179      4,793      21,158      14,092 
Depreciation and amortization     1,454      365      3,285      1,154 
Research and development     6      20      51      123 
Provision for bad debt     15      (18)     23      110 
Other operating (income) expense     23      (11)     23      (13)
                                 
Total operating expenses     8,677      5,149      24,540      15,466 
                                 
Continuing loss from operations     (6,323)     (3,728)     (20,583)     (11,137)
                                 
Other income (expense)     860      (461)     62      (566)
Interest expense     (333)     (4)     (469)     (35)
                                 
Loss from continuing operations before income taxes and equity in net loss of affiliate     (5,796)     (4,193)     (20,990)     (11,738)
Net loss of affiliate     —      (354)     (4,806)     (710)
Loss from continuing operations before taxes     (5,796)     (4,547)     (25,796)     (12,448)
Income tax benefit     (61)     (1,311)     (3,211)     (1,765)
                                 
Loss from continuing operations, net of income taxes     (5,735)     (3,236)     (22,585)     (10,683)
                                 
Discontinued operations (Note 3)                                
Income from operations of discontinued power and electromechanical businesses including gain 
on disposal of $14 and $3,631 in the three and nine month periods ended September 30, 2020 and 
September 30, 2019     3,403      3,948      3,512      6,236 
Income tax expense     870      1,024      835      1,133 
Income from discontinued operations, net of income taxes     2,533      2,924      2,677      5,103 
                                 
Net loss   $ (3,202)   $ (312)   $ (19,908)   $ (5,580)
                                 
Basic and diluted weighted average common shares outstanding     30,430,422      28,691,206      29,761,135      28,636,918 
                                 
Loss from continuing operations per common share - basic and diluted   $ (0.19)   $ (0.11)   $ (0.76)   $ (0.37)
                                 
Income from discontinued operations - basic and diluted   $ 0.08    $ 0.10    $ 0.09    $ 0.18 
                                 
Loss per common share - basic and diluted   $ (0.11)   $ (0.01)   $ (0.67)   $ (0.19)
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Orbital Energy Group, Inc. 
Condensed Consolidated Statements of Comprehensive Income and Loss 

(Unaudited) 
  

  
  

See accompanying notes to condensed consolidated financial statements 
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    For the Three Months     For the Nine Months  
(in thousands)   Ended September 30,     Ended September 30,  
    2020     2019     2020     2019  
Net loss   $ (3,202)   $ (312)   $ (19,908)   $ (5,580)
                                 
Other comprehensive income (loss)                                

Foreign currency translation adjustment     (177)     67      194      236 
Reclassification adjustment     (14)     —      (14)     — 

Comprehensive loss   $ (3,393)   $ (245)   $ (19,728)   $ (5,344)
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Orbital Energy Group, Inc. 
Condensed Consolidated Statements of Changes in Stockholders’ Equity 

For the Nine Months Ended September 30, 2020 and 2019 
(Unaudited) 

  

  

  
(1) Represents adjustment to accumulated deficit upon the adoption of Accounting Standards Codification Topic 606. 

  
See accompanying notes to condensed consolidated financial statements 
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(in thousands, except share amounts)   Common Stock             Treasury Stock                          

    Shares     Amount    
Additional Paid-

in Capital     Shares     Amount    
Accumulated 

Deficit    

Accumulated 
Other 

Comprehensive 
Income (Loss)    

Total 
Stockholders' 

Equity  
                                                                 
Balance, December 31, 2019     28,736,436    $ 29    $ 170,106      (353,063)   $ (413)   $ (122,234)   $ (4,371)   $ 43,117 
                                                                 
Common stock issued for royalty payments     37,312      —      9      —      —      —      —      9 
Net loss     —      —      —      —      —      (7,381)     —      (7,381)
Other comprehensive income     —      —      —      —      —      —      415      415 

Balance, March 31, 2020     28,773,748    $ 29    $ 170,115      (353,063)   $ (413)   $ (129,615)   $ (3,956)   $ 36,160 

Common stock issued with acquisition of Reach 
Construction Group, Inc.     2,000,000      2      1,222      —      —      —      —      1,224 
Common stock issued for royalty payments     —      —      4      —      —      —      —      4 
Net loss     —      —      —      —      —      (9,325)     —      (9,325)
Other comprehensive loss     —      —      —      —      —      —      (44)     (44)

Balance, June 30, 2020     30,773,748    $ 31    $ 171,341      (353,063)   $ (413)   $ (138,940)   $ (4,000)   $ 28,019 

Common stock issued for royalty payments     —      —      3      —      —      —      —      3 
Net loss     —      —      —      —      —      (3,202)     —      (3,202)
Other comprehensive loss     —      —      —      —      —      —      (191)     (191)

Balance, September 30, 2020     30,773,748    $ 31    $ 171,344      (353,063)   $ (413)   $ (142,142)   $ (4,191)   $ 24,629 

(in thousands, except share amounts)   Common Stock                                  

    Shares     Amount    
Additional Paid-in 

Capital     Accumulated Deficit    

Accumulated Other 
Comprehensive 
Income (Loss)    

Total Stockholders' 
Equity  

                                                 
Balance, December 31, 2018     28,552,886    $ 29    $ 169,898    $ (123,993)   $ (4,396)   $ 41,538 
                                                 
Cumulative effect of accounting change (1)     —      —      —      2,888      —      2,888 
Balance at January 1, 2019, adjusted     28,552,886      29      169,898      (121,105)     (4,396)     44,426 
Common stock issued for compensation, services, and 
royalty payments     29,067      —      40      —      —      40 
Net loss     —      —      —      (3,003)     —      (3,003)
Other comprehensive income     —      —      —      —      92      92 

Balance, March 31, 2019     28,581,953    $ 29    $ 169,938    $ (124,108)   $ (4,304)   $ 41,555 

Common stock issued for compensation, services, and 
royalty payments     50,349      —      68      —      —      68 
Net loss     —      —      —      (2,265)     —      (2,265)
Other comprehensive income     —      —      —      —      77      77 

Balance, June 30, 2019     28,632,302    $ 29    $ 170,006    $ (126,373)   $ (4,227)   $ 39,435 

Common stock issued for compensation, services, and 
royalty payments     47,958      —      43      —      —      43 
Net loss     —      —      —      (312)     —      (312)
Other comprehensive income     —      —      —      —      67      67 

Balance, September 30, 2019     28,680,260    $ 29    $ 170,049    $ (126,685)   $ (4,160)   $ 39,233 
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Orbital Energy Group, Inc. 
Condensed Consolidated Statements of Cash Flows 

(Unaudited) 
  

  
See accompanying notes to condensed consolidated financial statements 

  

Table of Contents

 

    For the Nine Months  
(in thousands)   Ended September 30,  
    2020     2019  
CASH FLOWS FROM OPERATING ACTIVITIES:                
Net loss   $ (19,908)   $ (5,580)
Adjustments to reconcile net loss to net cash used in operating activities:                
Depreciation     573      645 
Amortization of intangibles     3,043      1,326 
Amortization of note receivable discount     (214)     — 
Stock issued and stock to be issued for compensation, royalties and services     12      155 
Non-cash loss on equity method investment in affiliate     4,806      710 
Non-cash fair value gain on equity method investment purchase     —      (629)
Gain on sale of business     (14)     (3,631)
Provision for bad debt expense     23      90 
Deferred income taxes     (1,195)     (644)
Inventory reserve     (185)     135 
Non-cash unrealized foreign currency losses     516      614 
Gain on disposal of assets     23      (13)
Change in operating assets and liabilities, net of effects of acquisition:                
Trade accounts receivable     (3,273)     1,196 
Inventories     2,601      (31)
Contract assets     (526)     (891)
Prepaid expenses and other current assets     286      362 
Right of use assets - Operating leases     (1,157)     743 
Deposits and other assets     (1,184)     (248)
Accounts payable     351      2,406 
Operating lease liabilities     1,005      (687)
Accrued expenses     1,264      (122)
Refund liabilities     —      (367)
Contract liabilities     3,227      246 
NET CASH USED IN OPERATING ACTIVITIES     (9,926)     (4,215)
                 
CASH FLOWS FROM INVESTING ACTIVITIES:                
Cash paid for acquisition, net of cash received     (2,981)     — 
Purchases of property and equipment     (1,474)     (278)
Cash paid for working capital adjustment on Power group disposition     (2,804)     — 
Sale of discontinued operations, net of cash     (227)     — 
Proceeds from sale of property and equipment     94      14 
Purchase of other intangible assets     (10)     (269)
Purchase of convertible notes receivable     (260)     — 
Purchase of investments     (210)     (1,615)
Proceeds from notes receivable     —      313 
Proceeds from sale of restricted investment     —      400 
Proceeds from electromechanical components business sale     —      4,696 
NET CASH (USED IN) PROVIDED BY INVESTING ACTIVITIES     (7,872)     3,261 
                 
CASH FLOWS FROM FINANCING ACTIVITIES:                
Proceeds from overdraft facility     —      6,842 
Payments on overdraft facility     —      (8,208)
Proceeds from line of credit     100      20,889 
Payments on line of credit     (99)     (21,188)
Payments on financing lease obligations     (3)     (3)
Proceeds from notes payable     3,864      — 
Payments on notes payable     (1,747)     (88)
NET CASH PROVIDED BY (USED IN) FINANCING ACTIVITIES     2,115      (1,756)
                 
Effect of exchange rate changes on cash     (20)     (64)
Net decrease in cash, cash equivalents and restricted cash     (15,703)     (2,774)
Cash, cash equivalents and restricted cash at beginning of period     23,351      4,502 
                 
CASH, CASH EQUIVALENTS AND RESTRICTED CASH AT END OF PERIOD   $ 7,648    $ 1,728 
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Orbital Energy Group, Inc. 

Condensed Consolidated Statements of Cash Flows (continued) 
(Unaudited) 

  

  
See accompanying notes to condensed consolidated financial statements 

  

Table of Contents

    For the Nine Months  
(in thousands)   Ended September 30,  
    2020     2019  
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:                
Income taxes paid   $ 103    $ 143 

Interest paid   $ 268    $ 300 
                 
SUPPLEMENTAL DISCLOSURE OF NON-CASH INVESTING AND FINANCING ACTIVITIES:                
Non-cash investment in Reach Construction Group, LLC including seller notes, equity issued and contingent consideration.   $ 8,424    $ — 
Non-cash item for January 1, 2019 adoption of ASC 842 - establishment of right-of-use assets and offsetting lease obligations   $ —    $ 7,703 

Financing note payable issued for payment on certain insurance policies   $ 2,329    $ — 
Non-cash payment on short-term note payable due to insurance policy cancellation   $ 465    $ — 
Non-cash investment in VPS - see note 7   $ 585    $ 4,292 

Common stock issued and to be issued for royalties payable pursuant to product agreements   $ 16    $ 22 

Common stock issued and to be issued for consulting services and compensation in common stock   $ —    $ 129 

Partial settlement of note receivable via offset against royalty payable netted with (increase) to note receivable from accrued interest   $ —    $ 5 

Accrued property and equipment purchases   $ 267    $ 8 

Accrued investment in other intangible assets   $ —    $ 38 
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Orbital Energy Group, Inc. 

Notes to the Condensed Consolidated Financial Statements 
(Unaudited) 

  

  
Nature of Operations 
Orbital Energy Group Inc. (Orbital Energy Group, "the Company", or "OEG") (formerly known as CUI Global, Inc.) is a platform company composed of three segments, the Integrated Energy 
Infrastructure Solutions and Services segment, the Electric Power and Solar Infrastructure Services segment, along with an "Other" segment. This is a new segment structure in recognition 
of the Company's transformation following the disposition of its Power and Electromechanical segment in the third and fourth quarters of 2019, the ramp up of Orbital Power Services in 2020 
and the acquisition of Reach Construction Group, LLC (Reach Construction) on April 1, 2020. The following describes the Company's newly reorganized segments. 
  

Electric Power and Solar Infrastructure Services Segment 
  
The Electric Power and Solar Infrastructure Services segment consists of Reach Construction Group, LLC based in Sanford, North Carolina and Orbital Power Services based in Dallas, 
Texas.  The segment provides comprehensive network solutions to customers in the electric power and solar industries. Reach Construction Group, LLC provides engineering, procurement 
and construction (“EPC”) services that support the development of renewable energy generation focused on utility scale solar construction. Services performed by Orbital Power Services 
generally include the design, installation, upgrade, repair and maintenance of electric power transmission and distribution infrastructure and substation facilities and emergency restoration 
services, including the repair of infrastructure damaged by inclement weather, and the energized installation, maintenance and upgrade of electric power infrastructure. 
  

Integrated Energy Infrastructure Solutions and Services Segment 
  
The Integrated Energy Infrastructure Solutions and Services segment consists of Orbital Gas Systems, North America, Inc. based in Houston, Texas and Orbital Gas Systems, Ltd. based in 
Stone, Staffordshire in the United Kingdom, collectively referred to as “Orbital Gas Systems.”  Orbital Gas Systems provides a portfolio of products, services and resources to offer a 
diverse range of personalized gas engineering solutions to the gas utilities, power generation, emissions, manufacturing and automotive industries.  
  
The Other segment represents the remaining activities that are not included as part of the other reportable segments and primarily represents corporate activity. 
  
Prior to the third quarter of 2019, the Company included another segment named, the Power and Electromechanical segment. This segment is included in Discontinued Operations. See Note 
3 - Discontinued Operations and Sale of a Business for more information on the Company's discontinued operations. 
  
Basis of Presentation 
The accompanying interim unaudited condensed consolidated financial statements have been prepared in accordance with accounting principles generally accepted in the United States of 
America and the rules and regulations of the United States Securities and Exchange Commission for interim financial information, which includes condensed consolidated financial 
statements. Accordingly, they do not include all the information and notes necessary for a comprehensive presentation of financial position and results of operations and should be read in 
conjunction with the Company's Annual Report on Form 10-K for the year ended December 31, 2019. The condensed consolidated balance sheet as of December 31, 2019 has been derived 
from the audited financial statements as of that date included in the Company's Annual Report on Form 10-K for the year ended December 31, 2019. 
  
It is management's opinion that all material adjustments (consisting of normal recurring adjustments) have been made, which are necessary for a fair financial statement presentation. All 
intercompany accounts and transactions have been eliminated in consolidation. The results for the interim period are not necessarily indicative of the results to be expected for the 
remaining quarters or year ending December 31, 2020. 
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Reconciliation of Cash, Cash Equivalents, and Restricted Cash on Condensed Consolidated Statements of Cash Flows 

  

  
(1) Restrictions on cash at September 30, 2020 and September 30, 2019 relate to collateral for several bank-issued letters of credit for contract guaranties. Also included in the September 30, 
2020 total is $2.3 million of restricted cash held in cash bonds in regards to disputed amounts with a subcontractor.  The Company is working to settle the disputed amounts payable and 
the funds will release at such time to pay agreed amounts with any excess returning to the Company. 
  
Use of Estimates 
The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities, 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. Actual results could differ from those estimates. Significant estimates include estimates used to review the Company’s impairments and 
estimations of long-lived assets, revenue recognition on cost-to-cost-method type contracts, inventory valuation, warranty reserves, refund liabilities/returns allowances, valuations of 
non-cash capital stock issuances, valuation for acquisitions, the valuation allowance on deferred tax assets, equity method investment valuation, note receivable interest imputation, and 
the incremental borrowing rate used in determining the value of right of use assets. The Company bases its estimates on historical experience and on various other assumptions that are 
believed to be reasonable in the circumstances, the results of which form the basis for making judgments about the carrying values of assets and liabilities that are not readily apparent from 
other sources. Actual results may differ from these estimates under different conditions. 
  
Reclassifications 
Certain reclassifications related to discontinued operations and assets and liabilities held for sale have been made to the 2019 statement of operations in order to conform to the 2020 
presentation. 
  
Goodwill 
The Company records goodwill associated with its acquisitions of businesses when the consideration paid exceeds the fair value of the net tangible and identifiable intangible assets 
acquired. Goodwill balances are evaluated for potential impairment on an annual basis. The current guidance requires the Company to perform an annual impairment test of our goodwill or 
at an interim period if there is an event that occurs or circumstances change that would more likely than not reduce the fair value of a reporting unit below its carrying amount. We are 
required to perform our annual or interim goodwill impairment test by comparing the fair value of a reporting unit with its carrying amount. We would be required to recognize an impairment 
charge for the amount by which the reporting unit's carrying amount exceeds its fair value up to but not to exceed the amount of the goodwill. Based on management's evaluation, there 
were no such circumstances at September 30, 2020 that would require us to perform an interim goodwill impairment test. Upon acquisition of Reach Construction Group, Inc., the Company 
recorded $7.0 million of goodwill. Goodwill was valued as of April 1, 2020 by a third-party valuation expert and was recorded following the recognition of Reach's tangible assets and 
liabilities and $13.7 million of finite-lived identifiable intangible assets included in the table below. Factors that contributed to the Company's goodwill are Reach Construction's skilled 
workforce and reputation within its industry. The Company also expects to achieve future synergies between Reach Construction and Orbital Power Services business. These synergies are 
expected to be achieved in the form of power line work necessary when bringing new solar power sys . There was zero goodwill at December 31, 2019. 
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    For the Nine Months  
(in thousands)   Ended September 30,  
    2020     2019  
Cash and cash equivalents at beginning of period   $ 23,351    $ 3,979 
Restricted cash at beginning of period (1)     —      523 

Cash, cash equivalents and restricted cash at beginning of period   $ 23,351    $ 4,502 
                 
Cash and cash equivalents at end of period   $ 4,060    $ 1,728 
Restricted cash at end of period (1)     3,588      — 

Cash, cash equivalents and restricted cash at end of period   $ 7,648    $ 1,728 
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Other Intangibles Assets 
The following table provides the components of identifiable intangible assets: 
  

  
  
The following is the estimated future amortization expense on other intangibles for the remainder of 2020 and the next five years: 

  

Finite-lived intangible assets (in thousands)                   September 30, 2020     December 31, 2019  

Integrated Energy Infrastructure Solutions and 
Services Segment  

Estimated 
Useful Life (in 

years)    

Weighted 
average 

remaining 
amortization 

period    

Gross 
Carrying 
Amount    

Accumulated 
Amortization    

Identifiable 
Intangible 

Assets, less 
Accumulated 
Amortization    

Gross 
Carrying 
Amount    

Accumulated 
Amortization    

Identifiable 
Intangible 

Assets, less 
Accumulated 
Amortization  

Order backlog     2       —    $ 2,868    $ (2,868)   $ —    $ 2,938    $ (2,938)   $ — 
Trade name - Orbital-UK     10       2.50      1,542      (1,156)     386      1,579      (1,066)     513 
Customer list - Orbital-UK     10       2.50      5,995      (4,496)     1,499      6,142      (4,146)     1,996 
Technology rights     20       2.80      322      (232)     90      330      (213)     117 
Technology-Based Asset - Know How     12       4.75      2,429      (1,518)     911      2,488      (1,399)     1,089 
Technology-Based Asset - Software     10       2.50      526      (395)     131      539      (364)     175 
Computer software     3 to 5       2.03      708      (457)     251      717      (331)     386 
Total Integrated Energy Infrastructure Solutions and 
Services Segment                   14,390      (11,122)     3,268      14,733      (10,457)     4,276 
                                                                 
Electric Power and Solar Infrastructure Services 
Segment                                                                
Customer Relationships     5       4.50      8,647      (865)     7,782      —      —      — 
Trade name - Reach Construction Group     1       0.50      1,878      (939)     939      —      —      — 
Non-compete agreements     5       4.50      3,212      (321)     2,891      —      —      — 
Total Electric Power and Solar Infrastructure 
Services Segment                   13,737      (2,125)     11,612      —      —      — 
                                                                 
Other category                                                                
Computer software     3 to 5       0.84      720      (713)     7      720      (698)     22 
Product certifications     3       —      36      (36)     —      36      (36)     — 

Total Other category                   756      (749)     7      756      (734)     22 
                                                                 

Total identifiable other intangible assets                 $ 28,883    $ (13,996)   $ 14,887    $ 15,489    $ (11,191)   $ 4,298 

(in thousands)      
2020  $ 1,371 
2021    3,999 
2022    3,489 
2023    2,811 
2024    2,574 
2025    643 

Total future amortization  $ 14,887 
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Company Conditions 
Reach Construction has seen increasing customer opportunities and significant utility scale solar industry growth that it expects to drive further backlog and revenues during the fourth 
quarter of 2020 and years to come. Orbital Power Services began operations during the first quarter of 2020 and while not certain, is expected to quickly increase revenues with work 
progressing under master service agreements with several new customers and looks to begin generating positive cash flows in late 2020. Orbital Gas Systems, Ltd. continues to face issues 
surrounding COVID-19, Brexit and the overall economy in the United Kingdom. Orbital Gas Systems, North America, Inc. has experienced a significant delay in customer projects and orders 
related to COVID-19 and the impact of pricing pressure on oil and gas industry customers.  Orbital Gas Systems, North America, Inc. expects to see increased activity begin in the first 
quarter of 2021 and that is expected to result in profitability in 2021. The Company will continue to work to identify cost reductions and efficiencies while at the same time working to grow 
revenues and margins. 
  
The Company had net loss of $19.9 million and cash used in operating activities of $9.9 million during the nine months ended September 30, 2020. As of September 30, 2020, the Company's 
accumulated deficit is $142.1 million. 
  
COVID-19 Assessment and Liquidity 
  
In March 2020, the World Health Organization categorized the current coronavirus disease (“COVID-19”) as a pandemic, and the President of the United States declared the COVID-19 
outbreak a national emergency. COVID-19 continues to spread throughout the United States and other countries across the world, and the duration and severity of its effects are currently 
unknown. While the Company expects the effects of the pandemic to negatively impact its results from operations, cash flows and financial position, the current level of uncertainty over 
the economic and operational impacts of COVID-19 means the related financial impact cannot be reasonably estimated at this time. The Company has experienced customer delays and 
extensions for projects, supply chain delays, furloughs of personnel, increased utilization of telework, increased safety protocols to address COVID-19 risks, decreased field service work 
and other impacts from the COVID-19 pandemic.  The Company is proactively working to adjust its operations to properly reflect the market environment during the immediate pandemic 
while maintaining sufficient resources for the expected rebound later this year. Events and changes in circumstances arising after September 30, 2020, including those resulting from the 
impacts of COVID-19, will be reflected in management’s estimates for future periods. 
  
Management believes the Company's present cash flows will meet its obligations for twelve months from the date these financial statements are available to be issued. Including our cash 
balance, we continue to manage working capital primarily related to assets held for sale, trade accounts receivable, notes receivable, prepaid assets, contract assets and our inventory less 
current liabilities that we will manage during the next twelve months. In the three months ended June 30, 2020, the Company received loans under the CARES Act Paycheck Protection 
Program of approximately $1.9 million which further assisted the Company as it continues to operate in 2020 (Note 16. Notes Payable and Line of Credit). In addition, the Company has 
secured short term funding and has an available S-3 registration statement allowing the Company to issue various types of securities including common stock, preferred stock, debt 
securities and/or warrants, up to an aggregate amount of $50 million. Considering these above factors, management believes the Company can meet its obligations for the twelve-month 
period from the date the financial statements are available to be issued.  
  
The Company’s available capital may be consumed faster than anticipated due to other events, including the length and severity of the global novel coronavirus disease pandemic and 
measures taken to control the spread of COVID-19, as well as changes in and progress of our development activities and the impact of commercialization efforts due to the COVID-19 
pandemic. The Company may seek to obtain additional capital as needed through equity financings, debt or other financing arrangements, but given the impact of COVID-19 on the U.S. 
and global financial markets, the Company may be unable to access further equity or debt financing when needed. As such, there can be no assurance that the Company will be able to raise 
additional capital when needed or under acceptable terms, if at all. The sale of additional equity may dilute existing shareholders and newly issued shares may contain senior rights and 
preferences compared to currently outstanding common shares. 
  
Restructuring Charges 
During the fourth quarter of 2019, the Company completed the sale of its largest group within the Power and Electromechanical segment. The Company completed the sale of its Japan 
operations as of September 30, 2020.  In conjunction with the 2019 sale, it was concluded that should the remaining power and electromechanical operations not sell, the Company will fulfill 
its backlog obligations and wind down the remaining operations of CUI-Canada during 2020. The lease for the CUI-Canada facility expires in the fourth quarter of 2020 and the Company 
recorded an accrued liability of $4.0 million Canadian dollars ($3.1 million US dollars at December 31, 2019) for estimated employee termination costs. This accrual was adjusted down by $0.4 
million Canadian dollars ($0.3 million US dollars) based on current estimates. The termination costs began to be paid out in the third quarter of 2020 with the majority of the remaining 
accrual is expected to be paid in the fourth quarter of 2020. All restructuring costs related to CUI-Canada are included in the statement of operations on the line labeled Income from 
operations of discontinued power and electromechanical businesses. 
  
Activity in the termination benefit liability in 2020 is as follows: 
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CUI-Canada termination benefits (in thousands)        
         
December 31, 2019  $ 3,073 
Severance accrual adjustments     (303)
Severance payouts     (66)
Translation    (76)

September 30, 2020  $ 2,628 
         
Estimated total termination benefits paid and to be paid  $ 2,694 
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Our significant accounting policies are detailed in "Note 2 Summary of Significant Accounting Policies" within Item 8 of the Company's Annual Report on Form 10-K for the year ended 
December 31, 2019 filed with the SEC on March 30, 2020. Changes to the Company's accounting policies are discussed below: 
  
Adoption of new accounting standards 
On January 1, 2020, the Company adopted the guidance under the Financial Accounting Standards Board (the “FASB”) Accounting Standard Update (“ASU”) 2016-13 Financial 
Instruments – Credit Losses (Topic 326): Measurement of Credit Losses on Financial Instruments, which replaced the incurred loss impairment methodology with a methodology that 
reflects expected credit losses and requires consideration of a broader range of reasonable and supportable information to inform credit loss estimates. The measurement of expected credit 
losses is based on relevant information about past events, including historical experience, current conditions, and reasonable and supportable forecasts that affect the collectability of the 
reported amount. The Company adopted Topic 326 using the modified-retrospective approach. No cumulative effect adjustment was necessary. 

  
Prior to adopting Topic 326, the Company reserved for receivables to allow for any amounts that may not be recovered, based on an analysis of prior collection experience, customer credit 
worthiness and current economic trends. Collectability was determined based on terms of sale, credit status of customers and various other circumstances. We regularly reviewed 
collectability and established or adjusted the reserve as necessary. Account balances were charged off against the reserve after all means of collection had been exhausted and the 
potential for recovery was considered remote. 
  
Under Topic 326, management recorded an allowance for credit losses related to the collectability of third-party receivables using the historical aging of the receivable balance. Related 
party receivables between entities under common control are excluded from Topic 326. The collectability was determined based on past events, including historical experience, credit rating, 
as well as current market conditions and expectations for future market conditions. We will continue to monitor credit ratings and collectability on a quarterly basis. Account balances will 
be charged off against the allowance after all means of collection have been exhausted and the potential for recovery is considered remote. The Company also has contract assets and a 
seller note with the buyer of the Company's electronic components business that are subject to the new standard but management determined that an additional credit reserve on those 
balances was not necessary at this time due to the strong credit worthiness of the counter parties. The allowance for credit losses is as follows: 
  

  
On January 1, 2020, the Company adopted the FASB's  ASU No. 2018-15, Intangibles - Goodwill and Other - Internal-Use Software (Subtopic 350-40): Customer’s Accounting for 
Implementation Costs Incurred in a Cloud Computing Arrangement That Is a Service Contract ("ASU 2018-15"). The amendments in ASU 2018-15 align the requirements for capitalizing 
implementation costs incurred in a hosting arrangement that is a service contract with the requirements for capitalizing implementation costs incurred to develop or obtain internal-use 
software (and hosting arrangements that include an internal use software license). This adoption did not have a material effect on the Company’s balance sheet, statement of operations or 
cash flows.  
  
On January 1, 2020, the Company adopted the FASB's  ASU No. 2018-13, Fair Value Measurement (Topic 820): Disclosure Framework - Changes to the Disclosure Requirements for Fair 
Value Measurement (“ASU 2018-13”). The amendments in this update modify the disclosure requirements on fair value measurements in Topic 820, Fair Value Measurement, including 
requiring the disclosure of the range and weighted average of significant unobservable inputs used to develop Level 3 fair value measurements.  
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

(in thousands)    As of September 30, 2020  
Receivables — Third-Party, including retainage receivable   $ 13,554 
Allowance for Credit Losses     (63)

Receivables — Third-Party, net   $ 13,491 
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As part of the Company’s previously stated strategy to transform Orbital Energy Group, Inc. into a diversified infrastructure services platform serving North American and U.K. customers, 
the Company’s Board of Directors made the decision to divest of its Power and Electromechanical businesses. On September 30, 2019, Orbital Energy Group, Inc. entered into an asset sale 
agreement by and among, CUI, Inc. ("Seller"), a wholly owned subsidiary of the Company ("Parent"), and Back Porch International, Inc. ("Buyer") to sell the Company’s Electromechanical 
business to a management led group. In November 2019, Orbital Energy Group, Inc. entered into an asset sale agreement by and among, the Seller and Bel Fuse, Inc. to sell the domestic 
Power supply business. Both sales closed in 2019. On September 30, 2020, the Company sold the CUI Japan operations to Back Porch International for approximately $163 thousand of seller 
financing. At September 30, 2020, the assets and liabilities of the Company's CUI-Canada subsidiary are included as held for sale with the expectation that the sale of its assets will be 
completed in 2020. 
  
The associated results of operations of the discontinued Power and Electromechanical segment are separately reported as Discontinued Operations for all periods presented on the 
Condensed Consolidated Statements of Operations. Balance sheet items for the discontinued businesses, from the former Power and Electromechanical segment have been reclassified to 
assets held for sale within current assets and liabilities held for sale within current liabilities in the Condensed Consolidated Balance Sheets as of September 30, 2020 and December 31, 2019. 
Cash flows from these discontinued businesses are included in the Condensed Consolidated Cash Flow statements. See below for additional information on operating and investing cash 
flows of the discontinued operations. Results from continuing operations for the Company and segment highlights exclude the former Power and Electromechanical segment, which is 
included in these discontinued operations. 
  
The former Power and Electromechanical segment consists of the wholly owned subsidiaries: CUI, Inc. (CUI), based in Tualatin, Oregon; CUI Japan, based in Tokyo, Japan; CUI-Canada, 
based in Toronto, Canada; and the entity that previously held the corporate building, CUI Properties. All three current and former subsidiaries are providers of power and electromechanical 
components for Original Equipment Manufacturers (OEMs). 
  
The Power and Electromechanical segment aggregates its product offerings into two categories: power solutions - including external and embedded ac-dc power supplies, dc-dc converters 
and basic digital point of load modules and offering a technology architecture that addresses power and related accessories; and components - including connectors, speakers, buzzers, and 
industrial control solutions including encoders and sensors. These offerings provide a technology architecture that addresses power and related accessories to industries as broadly 
ranging as telecommunications, consumer electronics, medical and defense. 
  
  
Selected data for these discontinued businesses consisted of the following: 

  
Reconciliation of the Major Classes of Line Items Constituting Pretax Income from 

Discontinued Operations to the After-Tax Income from Discontinued Operations That Are 
Presented in the Condensed Consolidated Statement of Operations 

(Unaudited) 
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3. DISCONTINUED OPERATIONS AND SALE OF A BUSINESS 

(in thousands) 

    For the Three Months     For the Nine Months  
    Ended September 30,     Ended September 30,  
Major classes of line items constituting pretax profit (loss) of discontinued 
operations:   2020     2019     2020     2019  
                                 
Revenues   $ 8,579    $ 15,472    $ 14,523    $ 49,573 
Cost of revenues     (5,155)     (10,157)     (10,402)     (32,099)
Selling, general and administrative expense     (65)     (4,735)     (870)     (14,068)
Depreciation and amortization     —      (88)     —      (300)
Research and development     —      (90)     —      (832)
Recovery of bad debt     —      30      —      20 
Interest expense     —      (101)     —      (274)
Other income and (expense) items that are not major classes     30      (14)     247      (44)
Pretax profit of discontinued operations related to major classes of pretax profit     3,389      317      3,498      1,976 
Pretax gain on sale of electromechanical businesses     14      3,631      14      3,631 
Pretax gain on assets contributed as part of the purchase of investment     —      —      —      629 
Income tax expense     870      1,024      835      1,133 
Total income from discontinued operations that is presented in the statement of 
operations   $ 2,533    $ 2,924    $ 2,677    $ 5,103 
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Reconciliation of the Carrying Amounts of Major Classes of Assets and Liabilities of the 

Discontinued Operation to Total Assets and Liabilities of the Disposal Group Classified as Held for Sale 
(Unaudited) 

  

  
* The assets and liabilities of the disposal group classified as held for sale are classified as current on the September 30, 2020 Condensed Consolidated Balance Sheet because it is probable 
that the sale will occur and proceeds will be collected within one year. 
  
Net cash provided by operating activities of discontinued operations for the nine months ended September 30, 2020 and 2019 was $1.9 million and $4.8 million, respectively. 
  
Net cash provided by (used in) investing activities of discontinued operations for the nine months ended September 30, 2020 and 2019 was $1 thousand and ($0.4) million, respectively. 
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    As of     As of  
    September 30,     December 31,  
(in thousands)   2020     2019  
                 
Carrying amounts of the major classes of assets included in discontinued operations:                
                 
Trade accounts receivable   $ 4,488    $ 1,740 
Inventories     892      3,254 
Prepaid expenses and other current assets     145      140 
Property and equipment     265      273 
Right of use assets - Operating leases     66      391 
Other intangible assets     351      352 
Deferred tax asset     275      663 
Deposits and other assets     —      80 

Total assets of the disposal group classified as held for sale   $ 6,482    $ 6,893 
                 
Carrying amounts of the major classes of liabilities included in discontinued operations:                
                 
Accounts payable   $ 131    $ 618 
Operating lease obligations - current portion     74      410 
Accrued expenses     3,491      3,935 
Contract liabilities     198      — 
Operating lease obligations, less current portion     —      7 

Total liabilities of the disposal group classified as held for sale   $ 3,894    $ 4,970 
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Electric Power and Solar Infrastructure Services segment and Integrated Energy Infrastructure and Services segment 
The Electric Power and Solar Infrastructure Services provides a full service building, maintenance and support to the electrical power distribution, transmission, substation, renewables, and 
emergency response sectors of North America through Orbital Power Services and Reach Construction Group, LLC provides engineering, procurement and construction (“EPC”) services 
that support the development of renewable energy generation focused on utility scale solar and community solar construction. 
  
The  Integrated Energy Infrastructure and Services segment subsidiaries generate their revenue from a portfolio of products, services and resources that offer a diverse range of energy 
infrastructure services including gas engineering solutions to the gas utilities, power generation, emissions, manufacturing and automotive industries through the Orbital Gas Systems 
subsidiaries.  
  
The Company accounts for a majority of its contract revenue proportionately over time in both segments. For performance obligations satisfied over time, the Company recognizes revenue 
by measuring the progress toward complete satisfaction of that performance obligation. The selection of the method to measure progress towards completion can be either an input method 
or an output method and requires judgment based on the nature of the goods or services to be provided. 
  
For construction contracts, revenue is generally recognized over time as the Company's performance creates or enhances an asset that the customer controls. The Company's fixed price 
construction projects generally use a cost-to-cost input method to measure progress towards complete satisfaction of the performance obligation as the Company believes it best depicts 
the transfer of control to the customer. Under the cost-to-cost measure of progress, the extent of progress towards completion is measured based on the ratio of costs incurred to date to 
the total estimated costs at completion of the performance obligation. 

  
The timing of revenue recognition for Integrated Energy Infrastructure and Services products also depends on the payment terms of the contract, as the Company's performance does not 
create an asset with an alternative use to the Company. For those contracts which the Company has a right to payment for performance completed to date at all times throughout the 
Company's performance, inclusive of a cancellation, the Company recognizes revenue over time. As discussed above, these performance obligations use a cost-to-cost input method to 
measure the Company's progress towards complete satisfaction of the performance obligation as the Company believes it best depicts the transfer of control to the customer. However, for 
those contracts for which the Company does not have a right, at all times, to payment for performance completed to date, the Company recognizes revenue at the point in time when control 
is transferred to the customer. 

  
For the Company's service contracts, revenue is also generally recognized over time as the customer simultaneously receives and consumes the benefits of the Company's performance as 
the Company performs the service. For the Company's fixed price service contracts with specified service periods, revenue is generally recognized on a straight-line basis over such service 
period when the Company's inputs are expended evenly, and the customer receives and consumes the benefits of the Company's performance throughout the contract term. 

  
For certain of the Company's revenue streams, such as call-out repair and service work, and outage services, that are performed under time and materials contracts, the Company's progress 
towards complete satisfaction of such performance obligations is measured using an output method as the customer receives and consumes the benefits of the Company's performance 
completed to date. 
  
Due to uncertainties inherent in the estimation process, it is possible that estimates of costs to complete a performance obligation will be revised in the near-term. For those performance 
obligations for which revenue is recognized using a cost-to-cost input method, changes in total estimated costs, and related progress towards complete satisfaction of the performance 
obligation, are recognized on a cumulative catch-up basis in the period in which the revisions to the estimates are made. When the current estimate of total costs for a performance 
obligation indicate a loss, a provision for the entire estimated loss on the unsatisfied performance obligation is made in the period in which the loss becomes evident. 
  
Product-type contracts (for example, sale of GasPT and VE Technology sampling units) out of the Integrated Energy Infrastructure and Services segment for which revenue does not 
qualify to be recognized over time are recognized at a point in time. Revenues from warranty and maintenance activities are recognized ratably over the term of the warranty and 
maintenance period. 
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4. REVENUE FROM CONTRACTS WITH CUSTOMERS 
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Accounts Receivable, Contract Assets and Contract Liabilities 
Accounts receivable are recognized in the period when the Company's right to consideration is unconditional. Accounts receivable are recognized net of an allowance for doubtful 
accounts. A considerable amount of judgment is required in assessing the likelihood of realization of receivables. 
  
The timing of revenue recognition may differ from the timing of invoicing to customers. Contract assets include unbilled amounts from the Company's construction projects when revenue 
recognized under the cost-to-cost measure of progress exceed the amounts invoiced to the Company's customers, as the amounts have been earned in direct alignment with revenue 
recognition, but not yet eligible to be billed under the terms of the Company's contracts. Such amounts are recoverable from the Company's customers based upon various measures of 
performance, including achievement of certain milestones, completion of specified units or completion of a contract. Also included in contract assets are amounts the Company seeks or will 
seek to collect from customers or others for errors or changes in contract specifications or design, contract change orders or modifications in dispute or unapproved as to both scope 
and/or price or other customer-related causes of unanticipated additional contract costs (claims and unapproved change orders). The Company's contract assets do not include capitalized 
costs to obtain and fulfill a contract. Contract assets are generally classified as current within the Condensed Consolidated Balance Sheets. 
  
Contract liabilities from the Company's construction contracts occur when amounts invoiced to the Company's customers exceed revenues recognized under the cost-to-cost measure of 
progress. Contract liabilities additionally include advanced payments from the Company's customers on certain contracts. Contract liabilities decrease as the Company recognizes revenue 
from the satisfaction of the related performance obligation and are recorded as either current or long-term, depending upon when the Company expects to recognize such revenue. 
  
Activity in the contract liabilities for the nine months ended September 30, 2020 and 2019 was as follows: 
  

  

  

  
(1) Long-term contract liabilities are included in Other long-term liabilities on the Condensed Consolidated Balance Sheets. 
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    As of December 31,  
(in thousands)   2019     2018  
Current contract liabilities   $ 1,668    $ 1,956 
Long-term contract liabilities (1)     192      129 

Total contract liabilities   $ 1,860    $ 2,085 

    For the Nine Months  
    Ended September 30,  
    2020     2019  
Total contract liabilities - beginning of period   $ 1,860    $ 2,085 
Contract liability additions acquired - Reach Construction     3,349      — 
Contract additions, net     4,796      2,370 
Revenue recognized     (1,758)     (2,016)
Translation     (24)     (53)

Total contract liabilities - end of period   $ 8,223    $ 2,386 

    As of September 30,  
    2020     2019  
Current contract liabilities   $ 8,047    $ 2,222 
Long-term contract liabilities (1)     176      164 

Total contract liabilities   $ 8,223    $ 2,386 
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Performance Obligations 
Remaining Performance Obligations 
Remaining performance obligations represents the transaction price of firm orders for which work has not been performed and excludes unexercised contract options and potential orders 
under ordering-type contracts. As of September 30, 2020, the Company's remaining performance obligations are generally expected to be filled within the next 12 months. 
  
Any adjustments to net revenues, cost of revenues, and the related impact to operating income are recognized as necessary in the period they become known. These adjustments may 
result from positive program performance, and may result in an increase in operating income during the performance of individual performance obligations, if we determine we will be 
successful in mitigating risks surrounding the technical, schedule and cost aspects of those performance obligations. Likewise, these adjustments may result in a decrease in operating 
income if we determine we will not be successful in mitigating these risks. Changes in estimates of net revenues, cost of revenues and the related impact to operating income are recognized 
on a cumulative catch-up basis in the period they become known, which recognizes in the current period the cumulative effect of the changes on current and prior periods based on a 
performance obligation's percentage of completion. A significant change in one or more of these estimates could affect the profitability of one or more of our performance obligations. For 
separately priced extended warranty or product maintenance performance obligations, when estimates of total costs to be incurred on the performance obligation exceed total estimates of 
revenue to be earned, a provision for the entire loss on the performance obligation is recognized in the period the loss is determined. 
  
Performance Obligations Satisfied Over Time 
To determine the proper revenue recognition method for contracts in both of the Company's segments, the Company evaluates whether a single contract should be accounted for as more 
than one performance obligation. This evaluation requires significant judgment and the decision to separate the single contract into multiple performance obligations could change the 
amount of revenue and profit recorded in a given period. 
  
For most of our contracts in both segments, the customer contracts with us to provide a significant service of integrating a complex set of tasks and components into a single project or 
capability (even if that single project results in the delivery of multiple units). Hence, the entire contract is accounted for as one performance obligation. Less commonly, however, we may 
promise to provide distinct goods or services within a contract in which case we separate the contract into more than one performance obligation. If a contract is separated into more than 
one performance obligation, we allocate the total transaction price to each performance obligation in an amount based on the estimated relative standalone selling prices of the promised 
goods or services underlying each performance obligation. We infrequently sell standard products with observable standalone sales. In cases where we do, the observable standalone 
sales are used to determine the standalone selling price. More frequently, we sell a customized customer specific solution, and typically use the expected cost plus a margin approach to 
estimate the standalone selling price of each performance obligation. 
  
Performance Obligations Satisfied at a Point in Time 
Revenue from goods and services transferred to customers at a single point in time accounted for 12% and 19% of revenues for the three month periods ended September 30, 2020 and 2019, 
respectively and 19% and 20% for the nine months ended September 30, 2020 and 2019, respectively. Revenue on these contracts is recognized when the product is shipped and the 
customer takes control of the product. Determination of control transfer is determined by shipping terms delineated on the customer purchase orders and is generally when shipped. 
  
Variable Consideration 
The nature of our contracts gives rise to several types of variable consideration, including new product returns and allowances primarily in the discontinued operations of the Power and 
Electromechanical segment. In rare instances in both our Electric Power and Solar Infrastructure Services segment and our Integrated Energy Infrastructure and Services segment, we 
include in our contract estimates, additional revenue for submitted contract modifications or claims against the customer when we believe we have an enforceable right to the modification 
or claim, the amount can be estimated reliably and its realization is probable. In evaluating these criteria, we consider the contractual/legal basis for the claim, the cause of any additional 
costs incurred, the reasonableness of those costs and the objective evidence available to support the claim. Estimates are based on historical return experience, anticipated returns and our 
best judgment at the time. These amounts are included in our calculation of net revenue recorded for our contracts and the associated remaining performance obligations. 
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Significant Judgments 
Our contracts with certain customers may be subject to contract cancellation clauses. Contracts with other cancellation provisions may require judgment in determining the contract term, 
including the existence of material rights, transaction price and identifying the performance obligations and whether a contract should be accounted for over time or on a completed contract 
basis. Revenue is recognized for certain integration systems and construction projects over time using cost-based input methods, in which significant judgement is required to evaluate 
assumptions including the amount of total estimated costs to determine our progress towards contract completion and to calculate the corresponding amount of revenue to recognize. 
  
At times, customers may request changes that either amend, replace or cancel existing contracts. Judgment is required to determine whether the specific facts and circumstances within the 
contracts require the changes to be accounted for as a separate contract or as a modification. Generally, contract modifications containing additional goods and services that are determined 
to be distinct and sold at their stand-alone selling price are accounted for as a separate contract. For contract modifications where goods and services are not determined to be distinct and 
sold at their stand-alone selling price, the original contract is updated and the required adjustments to revenue and contract assets, liabilities, and other accounts will be made accordingly. 
  
Our contracts with customers often include promises to transfer multiple products and services to a customer. Determining whether products and services are considered distinct 
performance obligations that should be accounted for separately rather than together may require significant judgment. For, example, we consider many of our contracts that coordinate 
multiple products into an integrated system to be a single performance obligation, while the same products would be considered separate performance obligations if not so integrated. 
  
In contracts where there are timing differences between when we transfer a promised good or service to the customer and when the customer pays for that good or service, we have 
determined that, our contracts do not include a significant financing component. 

   
The following tables present the Company's revenues disaggregated by timing of revenue recognition: 
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    For the Three Months     For the Three Months  
    Ended September 30, 2020     Ended September 30, 2019  

(in thousands)  

Electric Power 
and Solar 

Infrastructure 
Services    

Integrated 
Energy 

Infrastructure 
Solutions and 

Services     Total    

Electric Power 
and Solar 

Infrastructure 
Services    

Integrated 
Energy 

Infrastructure 
Solutions and 

Services     Total  
                                                 
Revenues recognized at point in 
time   $ —    $ 1,573    $ 1,573    $ —    $ 1,153    $ 1,153 
Revenues recognized over time     9,478      2,564      12,042      —      4,920      4,920 

Total revenues   $ 9,478    $ 4,137    $ 13,615    $ —    $ 6,073    $ 6,073 

    For the Nine Months     For the Nine Months  
    Ended September 30, 2020     Ended September 30, 2019  

(in thousands)  

Electric Power 
and Solar 

Infrastructure 
Services    

Integrated 
Energy 

Infrastructure 
Solutions and 

Services     Total    

Electric Power 
and Solar 

Infrastructure 
Services    

Integrated 
Energy 

Infrastructure 
Solutions and 

Services     Total  
                                                 
Revenues recognized at point in 
time   $ —    $ 5,078    $ 5,078    $ —    $ 3,617    $ 3,617 
Revenues recognized over time     13,904      8,096      22,000      —      14,176      14,176 

Total revenues   $ 13,904    $ 13,174    $ 27,078    $ —    $ 17,793    $ 17,793 
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The following tables present the Company's revenues disaggregated by region:            
  

  
  
  

  
  

  
The Company has utilized the VE Technology through a licensing agreement with Endet Ltd. for several years. Orbital Gas Systems has the existing proprietary knowledge for the marketing, 
engineering and production of the VE Technology based solutions. The VE Technology is the basis for a patented sampling system product line marketed by Orbital Gas Systems and 
utilized in many of its integrated solutions. 
  
During the nine months ended September 30, 2020 the Company entered into an agreement to acquire the intellectual property rights and know-how associated with the VE Technology 
including patents for 1.5 million GBP, or approximately $1.8 million. The completion of the acquisition will be upon final payment towards this agreement. In June 2020, the parties to the 
agreement mutually agreed to extend the payments until January 15, 2021 in consideration of the financial consequences created by the COVID-19 pandemic in exchange for a technology 
fee of an additional 100,000 GBP. As of September 30, 2020, the Company owes the remaining 500,000 GBP which is scheduled to be made on January 15, 2021. The $1.2 million paid to date 
in the first nine months of 2020 is held in deposits and other assets on the condensed consolidated balance sheets. 

  
Inventories consist of raw materials, work-in-process and finished goods and are stated at the lower of cost or net realizable value using the first-in, first-out (FIFO) method as a cost flow 
convention or through the moving average cost method. At September 30, 2020 and December 31, 2019, accrued liabilities included $0.1 million and $0.2 million of accrued inventory 
payable, respectively. At September 30, 2020 and December 31, 2019, inventory by category is valued net of reserves and consists of: 
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    For the Three Months     For the Three Months  
    Ended September 30, 2020     Ended September 30, 2019  

(in thousands)  

Electric Power 
and Solar 

Infrastructure 
Services    

Integrated 
Energy 

Infrastructure 
Solutions and 

Services     Total    

Electric Power 
and Solar 

Infrastructure 
Services    

Integrated 
Energy 

Infrastructure 
Solutions and 

Services     Total  
                                                 
North America   $ 9,478    $ 1,184    $ 10,662    $ —    $ 2,365    $ 2,365 
Europe     —      2,939      2,939      —      3,686      3,686 
Other     —      14      14      —      22      22 

Total revenues   $ 9,478    $ 4,137    $ 13,615    $ —    $ 6,073    $ 6,073 

    For the Nine Months     For the Nine Months  
    Ended September 30, 2020     Ended September 30, 2019  

(in thousands)  

Integrated 
Energy 

Infrastructure 
Solutions and 

Services    

Electric Power 
and Solar 

Infrastructure 
Services     Total    

Integrated 
Energy 

Infrastructure 
Solutions and 

Services    

Electric Power 
and Solar 

Infrastructure 
Services     Total  

                                                 
North America   $ 13,904    $ 5,574    $ 19,478    $ —    $ 6,159    $ 6,159 
Europe     —      7,443      7,443      —      11,538      11,538 
Other     —      157      157      —      96      96 

Total revenues   $ 13,904    $ 13,174    $ 27,078    $ —    $ 17,793    $ 17,793 

 
5.  DEPOSITS 

 
6.  INVENTORIES 

    As of September 30,     As of December 31,  
(in thousands)   2020     2019  
Finished goods   $ 362    $ 434 
Raw materials     233      244 
Work-in-process     522      953 

Total inventories   $ 1,117    $ 1,631 
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During the three months ended March 31, 2016, Orbital Energy Group's investment in Test Products International, Inc. ("TPI"), was exchanged for a note receivable from TPI of $0.4 million, 
which was the carrying value of the investment, earning interest at 5% per annum, through maturity. The Company recorded interest income on the note of $0 for the three months ended 
September 30, 2020 and 2019. The Company recorded interest income on the note of $0 and $8 thousand, for the nine months ended September 30, 2020 and 2019, respectively. The interest 
receivable was settled on a quarterly basis via a non-cash offset against the finders-fee royalties earned by TPI on GasPT sales. Any remaining finders-fee royalties balance was offset 
against the note receivable quarterly. The Company received full payment on the note during the second quarter of 2019. 
  
As of September 30, 2020, the Company' had a 10.55% ownership percentage with Virtual Power Systems ("VPS"). Prior to the third quarter of 2020, based on its equity ownership and that 
the Company maintains a board seat and participates in operational activities of VPS, the Company maintained significant influence to account for the investment as an equity-method 
investment. Under the equity method of accounting, results are not consolidated, but the Company records a proportionate percentage of the profit or loss of VPS as an addition to or a 
subtraction from the VPS investment asset balance. The VPS investment basis at September 30, 2020 and December 31, 2019 was $0.7 million and $4.9 million as reflected on the 
consolidated balance sheets. The Company recorded a $4.8 million loss on its equity-method investment in the six months ended June 30, 2020. With the decrease in ownership percentage 
following a Q3 2020 equity raise by VPS and additional board seats placed, OEG no longer has sufficient influence to recognize the investment under the equity method. The investment is 
held as of September 30, 2020 under the cost method of accounting for investments. During the nine months ended September 30, 2019, the Company recorded a $0.7 million loss on its 
equity method investment in VPS. The loss during the six months ended June 30, 2020 included a $3.5 million impairment that was recorded due to identified other than temporary 
impairment on the value of the investment. 
  
The Company made a purchase of a convertible note receivable for $200 thousand from VPS in the three months ended March 31, 2020, which was increased to $260 thousand in the second 
quarter of 2020 via payments made to VPS and accrued interest recorded by the Company as part of the transition agreement between the Company and VPS. VPS chose to convert the note 
receivable to equity in the third quarter of 2020. In addition, the Company made additional cash investments of $0.1 million and a $0.3 million non-cash inventory investment in VPS during 
the third quarter of 2020 in exchange for additional equity. 
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7.  INVESTMENTS 
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Consolidated total lease costs were $1.5 million for the nine months ended September 30, 2020 and is included in cost of sales; selling, general and administrative expense; and other income 
(expense), on the condensed consolidated statement of operations. 
  
Future minimum operating lease obligations at September 30, 2020 are as follows for the years ended December 31: 
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8.  LEASES 

(in thousands)        
2020   $ 565 
2021     2,024 
2022     1,714 
2023     800 
2024     626 
Thereafter     2,684 
Interest portion     (1,427)

Total operating lease obligations   $ 6,986 
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Total lease cost and other lease information is as follows: 
  

  

  
* Includes $7.7 million recorded at the date of implementation of ASC 842 on January 1, 2019 less $1.5 million later reclassified to assets held for sale at our discontinued operations. 

  
Variable lease costs primarily include common area maintenance costs, real estate taxes and insurance costs passed through to the Company from lessors. 
  

  
The Company records its stock-based compensation expense on options issued in the past under its stock option plans and the Company also issues stock for services and royalties. The 
Company's stock option plans expired in 2018. A detailed description of the awards under these plans and the respective accounting treatment is included in the “Notes to the Consolidated 
Financial Statements” included in the Company’s Annual Report on Form 10-K for the year ended December 31, 2019 and filed with the SEC on March 30, 2020. For the nine months ended 
September 30, 2020 and 2019, the Company recorded stock-based expense of $12 thousand and $155 thousand, respectively. 
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For the Three Months Ended September 

30,     For the Nine Months Ended September 30,  
(in thousands)   2020     2019     2020     2019  
Operating lease cost   $ 511    $ 238    $ 1,321    $ 768 
Short-term lease cost     41      52    $ 117      160 
Variable lease cost     102      32    $ 295      86 
Sublease income     (78)     (3)   $ (254)     (9)

Total lease cost   $ 576    $ 319    $ 1,479    $ 1,005 

Other information (in thousands)   For the Nine Months Ended September 30,  
    2020     2019  
Cash paid for amounts included in the measurement of lease obligations:                
Operating cash flows from operating leases (includes discontinued operations)   $ (1,622)   $ (950)
Right-of-use assets obtained in exchange for new operating lease obligations   $ 1,546    $ 6,268* 
Weighted-average remaining lease term - operating leases (in years)     5.6      7.7 
Weighted-average discount rate - operating leases     6.6%    6.3%

 
9.  STOCK-BASED PAYMENTS FOR COMPENSATION, SERVICES AND ROYALTIES 
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Operating segments are defined in accordance with ASC 280-10 as components of an enterprise for which separate financial information is available that is evaluated regularly by the chief 
operating decision maker, or decision-making group, in deciding how to allocate resources and in assessing performance. The measurement basis of segment profit or loss is income (loss) 
from operations. With the Company's purchase of Reach Construction Group, LLC in April 2020, the Company revised its segment structure. Management has identified five operating 
segments based on the activities of the Company in accordance with ASC 280-10. These operating segments have been aggregated into three reportable segments. The three reportable 
segments are the Electric Power and Solar Infrastructure Services segment, the Integrated Energy Infrastructure Solutions and Services segment, and Other. 
  
A new segment named the Electric Power and Solar Infrastructure Services segment was formed that includes the Reach Construction Group based in Sanford, North Carolina and the 
Company's 2020 start-up, Orbital Power Services based in Dallas, Texas. Reach Construction Group, LLC provides engineering, procurement and construction (“EPC”) services that support 
the development of renewable energy generation focused on utility scale solar construction. Orbital Power Services, which was formerly part of the Energy segment, commenced operations 
in the first quarter of 2020 providing full-service building, maintenance and support services to the electrical power distribution, transmission, substation, renewables, and emergency 
response sectors of North America. 
  
The former Energy segment has been renamed the Integrated Energy Infrastructure Solutions and Services segment and consists of Orbital Gas Systems, Ltd. based in Stone, Staffordshire 
in the United Kingdom, and Orbital Gas Systems, North America, Inc. based in Houston, Texas, collectively referred to as "Orbital Gas Systems." Orbital Gas Systems has developed a 
portfolio of products, services and resources to offer a diverse range of personalized gas engineering solutions to the gas utilities, power generation, emissions, manufacturing and 
automotive industries. 
  
The Other segment represents the remaining activities that are not included as part of the other reportable segments and represent primarily corporate activity. In 2019, the Company sold its 
domestic power and electromechanical businesses and reclassified the income of the former Power and Electromechanical segment to income from discontinued operations. Unsold 
portions of the segment were reclassified to assets held for sale. The information for three and nine months ended September 30, 2019 has been reclassified to reflect this change, with 
assets held for sale included in the Other segment. 
  
The following information represents segment activity for the three months ended September 30, 2020: 
  

  
(1) For the Electric Power and Solar Infrastructure segment, depreciation and amortization includes $127 thousand, which was included in cost of revenues in the Condensed Consolidated 
Statements of Operations. 
(2)  Includes purchases of property, plant and equipment and the investment in other intangible assets. The Other segment includes expenditures for discontinued operations. 
  
The following information represents segment activity for the nine months ended September 30, 2020: 
  

  
(1) For the Electric Power and Solar Infrastructure segment, depreciation and amortization includes $331 thousand, which was included in cost of revenues in the Condensed Consolidated 
Statements of Operations. 
(2)  Includes purchases of property, plant and equipment and the investment in other intangible assets. The Other segment includes expenditures for discontinued operations. 
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10.  SEGMENT REPORTING 

(in thousands)  

Electric Power and 
Solar Infrastructure 

Services    

Integrated Energy 
Infrastructure 
Solutions and 

Services     Other     Total  
Revenues from external customers   $ 9,478    $ 4,137    $ —    $ 13,615 
Depreciation and amortization (1)     1,197      373      11      1,581 
Interest expense     108      2      223      333 
Loss from operations     (2,220)     (1,827)     (2,276)     (6,323)
Expenditures for long-lived assets (2)     76      5      7      88 

(in thousands)  

Electric Power and 
Solar Infrastructure 

Services    

Integrated Energy 
Infrastructure 
Solutions and 

Services     Other     Total  
Revenues from external customers   $ 13,904    $ 13,174    $ —    $ 27,078 
Depreciation and amortization (1)     2,477      1,109      30      3,616 
Interest expense     237      3      229      469 
Loss from operations     (7,293)     (5,291)     (7,999)     (20,583)
Expenditures for long-lived assets (2)     1,380      24      80      1,484 
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The following information represents selected balance sheet items by segment as of September 30, 2020: 
  

  
(1) The Other segment includes assets held for sale related to the Company's discontinued operations, which include $0.4 million of other intangible assets. 

  
The following information represents segment activity for the three months ended September 30, 2019: 
  

  
(1) The Other segment included depreciation and amortization of discontinued operations. 
(2) Includes purchases of property, plant and equipment and the investment in other intangible assets. The Other segment includes expenditures for discontinued operations. 
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(in thousands)  

Electric Power and 
Solar Infrastructure 

Services    

Integrated Energy 
Infrastructure 
Solutions and 

Services     Other     Total  
Segment assets (1)   $ 40,133    $ 17,801    $ 20,439    $ 78,373 
Goodwill     7,006      —      —      7,006 
Other intangible assets, net     11,612      3,268      7      14,887 

(in thousands)  

Electric Power and 
Solar Infrastructure 

Services    

Integrated Energy 
Infrastructure 
Solutions and 

Services     Other     Total  
Revenues from external customers   $ —    $ 6,073    $ —    $ 6,073 
Depreciation and amortization (1)     —      359      243      602 
Interest expense     —      —      4      4 
Loss from operations     —      (1,863)     (1,865)     (3,728)
Expenditures for long-lived assets (2)     —      8      110      118 
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The following information represents segment activity for the nine months ended September 30, 2019: 
  

  
(1) The Other segment includes depreciation and amortization of discontinued operations. 
(2) Includes purchases of property, plant and equipment and the investment in other intangible assets. The Other segment includes expenditures for discontinued operations. 
  
The following information represents selected balance sheet items by segment as of September 30, 2019: 
  

  
(1) The Other segment includes assets held for sale related to the Company's discontinued operations, which includes $8.2 million of goodwill and $6.9 million of other intangible assets. 
  
The following represents revenue by country: 
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(in thousands)  

Electric Power and 
Solar Infrastructure 

Services    

Integrated Energy 
Infrastructure 
Solutions and 

Services     Other     Total  
Revenues from external customers   $ —    $ 17,793    $ —    $ 17,793 
Depreciation and amortization (1)     —      1,136      835      1,971 
Interest expense     —      31      4      35 
Loss from operations     —      (6,363)     (4,774)     (11,137)
Expenditures for long-lived assets (2)     —      106      441      547 

(in thousands)  

Electric Power and 
Solar Infrastructure 

Services    

Integrated Energy 
Infrastructure 
Solutions and 

Services     Other     Total  
Segment assets (1)   $ —    $ 20,273    $ 44,686    $ 64,959 
Other intangibles assets, net     —      4,271      —      4,271 

(dollars in thousands)   For the Three Months Ended September 30,  
    2020     2019  
    Amount     %     Amount     %  
USA   $ 10,413      77%  $ 2,365      39%
United Kingdom     2,189      16%    3,600      59%
All Others     1,013      7%    108      2%

Total   $ 13,615      100%  $ 6,073      100%

(dollars in thousands)   For the Nine Months Ended September 30,  
    2020     2019  
    Amount     %     Amount     %  
USA   $ 19,230      71%  $ 6,159      35%
United Kingdom     6,388      24%    11,244      63%
All Others     1,460      5%    390      2%

Total   $ 27,078      100%  $ 17,793      100%
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In March 2020, the FASB issued ASU No. 2020-04, "Reference Rate Reform (Topic 848) - Facilitation of the Effects of Reference Rate Reform on Financial Reporting." ASU 2020-04 
provides optional expedients and exceptions related to contract modifications and hedge accounting to address the transitions from the London Interbank Offered Rate ("LIBOR") and 
other interbank offered rates to alternative reference rates. The guidance permits an entity to consider contract modification due to reference rate reform to be an event that does not require 
contract remeasurement at the modification date or reassessment of a previous accounting determination. ASU 2020-04 also temporarily allows hedge relationships to continue without de-
designation upon changes due to reference rate reform. The standard is effective upon issuance and can be applied as of March 12, 2020 through December 31, 2022. Effective with the 
Company’s acquisition of Reach Construction Group, LLC on April 1, 2020, the Company has a line of credit that has its interest rate referenced to LIBOR. The Company is currently 
evaluating the impact that the guidance will have on its consolidated financial statements, but currently does not expect there to be a material effect on its financial statements due to the 
Company’s limited exposure. 
  
In January 2020, the FASB issued ASU 2020-01, Investments - Equity Securities (Topic 321), Investments - Equity Method and Joint Ventures (Topic 323), and Derivatives and Hedging 
(Topic 815): Clarifying the Interactions between Topic 321, Topic 323, and Topic 815. ASU 2020-01 clarifies the interaction between accounting standards related to equity securities, 
equity method investments, and certain derivatives, and is expected to reduce diversity in practice and increase comparability of the accounting for these interactions. The amendments in 
ASU 2020-01 are effective for the Company's 2021 fiscal year, including interim periods. The Company does not expect a material impact of this ASU on its consolidated financial statements 
and currently expects to adopt the standard in 2021. 
  
In December 2019, the FASB issued ASU 2019-12, Simplifying the Accounting for Income Taxes, which is guidance intended to simplify various aspects related to accounting for income 
taxes, eliminate certain exceptions within ASC 740 and clarify certain aspects of the current guidance to promote consistency among reporting entities. The pronouncement is effective for 
the Company's 2021 fiscal year, including interim periods. The Company does not expect a material impact of this ASU on its consolidated financial statements and currently expects to 
adopt the standard in 2021. 
  

  
The Company’s fair value hierarchy for its cash equivalents and marketable securities as of September 30, 2020 and December 31, 2019, respectively, was as follows: 
  

  

  

  

  
There were no transfers between Level 3 and Level 2 in 2019 as determined at the end of the reporting period. 
  
In the three months ended March 31, 2020, the Company invested $200 thousand in a convertible note receivable with VPS. This note was increased by $60 thousand from accrued interest 
and transition services provided by the Company. The $260 thousand note was converted to equity in VPS during Q3 2020 and accounted for as a cost method investment.   
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11.  RECENT ACCOUNTING PRONOUNCEMENTS 

 
12.  FAIR VALUE MEASUREMENTS 

(in thousands)                                
September 30, 2020   Level 1     Level 2     Level 3     Total  

None   $ —    $ —    $ —    $ — 

Total assets   $ —    $ —    $ —    $ — 

December 31, 2019   Level 1     Level 2     Level 3     Total  
Money market securities   $ 17    $ —    $ —    $ 17 

Total assets   $ 17    $ —    $ —    $ 17 

Changes in Fair Value Measurements 
Using Significant Unobservable Inputs (Level 3) 

(in thousands)  
Convertible note 

receivable  
Balance at December 31, 2019   $ — 
Purchase of convertible note receivable     200 
Accrued interest     2 
Increase for transition services provided     58 
Conversion to investment in common stock of VPS     (260)

Balance at September 30, 2020   $ — 
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In accordance with FASB Accounting Standards Codification Topic 260 (“FASB ASC 260”), “Earnings per Share,” Basic loss from continuing operations per share, basic income from 
discontinued operations per share and basic net income (loss) per share that is available to shareholders is computed by dividing the income or loss by the weighted average number of 
common shares outstanding during the period. Diluted net income (loss) per share is computed by dividing the respective income (loss) available to common stockholders by the weighted 
average number of diluted shares outstanding during the period calculated using the treasury stock method. Due to the Company’s loss from continuing operations in the three and nine 
months ended September 30, 2020 and September 30, 2019, the assumed exercise of stock options using the treasury stock method would have had an antidilutive effect and therefore 
0.8 million shares related to stock options were excluded from the computation of diluted net loss per share for the three and nine months ended September 30, 2020 and 0.9 million shares 
were excluded for the three and nine months ended September 30, 2019. Accordingly, diluted earnings (loss) per share for continuing operations, discontinued operations and net income is 
the same as basic earnings (loss) per share for continuing operations, discontinued operations and net income for the three and nine months ended September 30, 2020 and 2019. 
  

  

  
The Company is subject to taxation in the U.S., as well as various state and foreign jurisdictions. The Company continues to record a full valuation allowance against the Company's U.S. 
and foreign net deferred tax assets as it is not more likely than not that the Company will realize a benefit from these assets in a future period. In future periods, tax benefits and related 
deferred tax assets will be recognized when management concludes realization of such amounts is more likely than not. 
  
Total net income tax expense (benefit) of $0.8 million and $(0.3) million for the three months ended September 30, 2020 and 2019 and $(2.4) million and $(0.6) million for the nine months ended 
September 30, 2020 and 2019 is being allocated under ASC 740-20-45-7 to another financial statement component other than continuing operations. 
  
A net income tax benefit of $61 thousand and $3.2 million was recorded to the income tax provision from continuing operations for the three and nine months ended September 30, 2020, 
resulting in an effective tax rate of 1.05% and 12.45%, respectively. A net income tax expense of $0.9 million and $0.8 million was recorded to the income tax provision from discontinued 
operations for the three and nine months ended September 30, 2020, respectively.  The income tax benefit from continuing operations for the nine months ended September 30, 2020 was due 
to application of ASC 740-20-45-7, domestic state minimum taxes, benefits from refundable tax credits from our United Kingdom operations and a reduction in our domestic valuation 
allowance on our net deferred tax assets as a result of additional deferred tax liabilities assumed as a part of the Reach Construction Group, LLC acquisition. All of the Company’s domestic 
and foreign net deferred tax assets were reduced by a full valuation allowance. 
  
The income tax benefit from continuing operations for the three and nine months ended September 30, 2019 was due to application of ASC 740-20-45-7, domestic state minimum taxes, 
reductions in net deferred tax liabilities and the recording of a full valuation on existing deferred tax assets in the United States and United Kingdom. All of the Company’s U.S. and the 
foreign U.K. net deferred tax assets were reduced by a valuation allowance. 
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13.  LOSS PER COMMON SHARE 

    For the Three Months     For the Nine Months  
(in thousands, except share and per share amounts)   Ended September 30,     Ended September 30,  
    2020     2019     2020     2019  
Loss from continuing operations, net of taxes   $ (5,735)   $ (3,236)   $ (22,585)   $ (10,683)
Income from discontinued operations, net of income taxes     2,533      2,924      2,677      5,103 
                                 
Net loss   $ (3,202)   $ (312)   $ (19,908)   $ (5,580)
                                 
Basic and diluted weighted average number of shares outstanding     30,430,422      28,691,206      29,761,135      28,636,918 
                                 
Loss from continuing operations per common share - basic and diluted   $ (0.19)   $ (0.11)   $ (0.76)   $ (0.37)
                                 
Income from discontinued operations - basic and diluted   $ 0.08    $ 0.10    $ 0.09    $ 0.18 
                                 
Loss per common share - basic and diluted   $ (0.11)   $ (0.01)   $ (0.67)   $ (0.19)

 
14.  INCOME TAXES 
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The components of accumulated other comprehensive loss are as follows: 
  

  

  
Notes payable is summarized as follows: 
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15.  ACCUMULATED OTHER COMPREHENSIVE LOSS 

(in thousands)  
As of September 30, 

2020     As of December 31, 2019 
Foreign currency translation adjustment   $ (4,191)   $ (4,371)

Accumulated other comprehensive loss   $ (4,191)   $ (4,371)

 
16.  NOTES PAYABLE AND LINE OF CREDIT 

(in thousands)  
As of September 30, 

2020     As of December 31, 2019 

Note Payable - Financing note (1)   $ 1,098    $ 473 
Pay-check protection loans (2)     1,924      — 
Line of credit (3)     451      — 
Seller Financed notes payable - Reach Construction acquisition (4)     6,480      — 
Vehicle and equipment loans (5)     218      — 
Future revenue payable (6)     1,642      — 

(1) Note payable with an original balance for $1.4 million to First Insurance Funding was executed in July 2020 by the Company for the purposes of financing a portion of the Company's 
insurance coverage. The Note has an annual percentage rate of 3.35% with nine monthly payments of approximately $159 thousand and will be paid off by April 1, 2021. The Company 
had a $465 thousand balance from a previous note payable with First Insurance Funding that was cancelled when the related insurance policy was cancelled and rolled into a new 
policy in the nine months ended September 30, 2020. 
  

(2) On April 30, 2020 and May 2, 2020, the Company entered into unsecured loans in the aggregate principal amount of approximately $1.9 million (the “Loans”) pursuant to the Paycheck 
Protection Program (the “PPP”), sponsored by the Small Business Administration (the “SBA”) as guarantor of loans under the PPP.  The Loans, and interest accrued thereon, is 
forgivable, partially or in full, if certain conditions are met. The Loans are evidenced by four promissory notes, three with Bank of America, NA which are dated as of April 30, 2020 and 
one with Dogwood State Bank dated May 2, 2020. The Bank of America notes mature two years from funding date of the notes and the Dogwood State Bank note matures two years 
from the note date. Each of the notes bear interest at a fixed rate of 1.0% per annum with payments deferred for the first ten months. The Loans may be prepaid at any time prior to 
maturity with no prepayment penalties.   
  

(3) The Company has available a $550,000 revolving line of credit with Truist bank. Interest is payable monthly at LIBOR plus 2.5% per annum, with a minimum rate of 2.5%. The interest 
rate was 2.66% at September 30, 2020. The line of credit is collateralized by all assets of Reach Construction Group, LLC and guaranteed by the Seller of Reach Construction Group, 
LLC. The line of credit has no established maturity date. At September 30, 2020, there was an outstanding balance of $451 thousand. 
  

(4) Includes two seller financed notes payable, one for $5 million and the second for $1.5 million due 18-months and 36-months from the April 1, 2020 acquisition date, with an interest rate 
of 6% per annum. 
  

(5) Includes vehicle and equipment loans with interest rates ranging from 0% to 13.49%. 
  

(6) On September 1st and 2nd, 2020, the Company entered into non-recourse agreements for the sale of future receipts to C6 Capital.  The Company received net cash proceeds of $1.9 
million for the future receipts of revenues in the amount of approximately $2.5 million.  The Company recorded a liability of approximately $2.5 million and a debt discount for 
approximately $0.5 million, which represents the original issue discount and the fees paid in association with the financing.  The debt discount will be amortized to interest expense 
over the life of the agreement.  Under the terms of the agreement the Company is required to make minimum weekly payments in the aggregate of $155 thousand.  The Company made 
approximately $0.5 million of repayments during the three months ended September 30, 2020.  As of September 30, 2020, the payable amount for these financing agreements was 
approximately $2.0 million ($1.6 million net of discount). See table below:

(in thousands)   
Face 
Value     Repayments    

Loan 
Origination 

Fees     Discounts    

Amortization 
of 

Discounts    

Balance 
as of 

September 30, 
2020  

C6 Capital   $ 2,480    $ (512)   $ (60)   $ (480)   $ 214    $ 1,642 

Total Future Revenue Payables   $ 2,480    $ (512)   $ (60)   $ (480)   $ 214    $ 1,642 
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The Company's major product lines are energy infrastructure services including natural gas infrastructure and high-tech solutions through Orbital Gas Systems and full-service building, 
maintenance and support to the electrical power distribution, transmission, substation, renewables, and emergency response sectors of North America through Orbital Power Services. 
Reach Construction Group, LLC provides engineering, procurement and construction (“EPC”) services that support the development of renewable energy generation focused on utility 
scale solar construction. The Company had the following revenue concentrations by customer greater than 10% of consolidated revenue: 
  
  

  
  
  

  
The Company had the following geographic revenue concentrations outside the U.S.A. greater than 10% of consolidated revenue: 
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17.  CONCENTRATIONS 

For the Three Months Ended September 30,  
Customer   2020     2019  
Customer 1    41%  <10%  
Customer 7    12%    <10% 
Customer 2   <10%       28%
Customer 3   <10%       10%
Customer 4   <10%       10%

Total concentrations    53%    48%

For the Nine Months Ended September 30,  
Customer   2020     2019  
Customer 1    21%  <10%  
Customer 2   <10%       22%
Customer 3   <10%       15%
Customer 4   <10%       10%

Total concentrations    21%    47%

For the Three Months Ended September 30,  
Country   2020     2019  
United Kingdom    16%    59%

Total concentrations    16%    59%
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The Company had the following gross trade accounts receivable concentrations by customer greater than 10% of gross trade accounts receivable: 
  

 
 
  
The Company had the following geographic concentrations of gross trade accounts receivable outside of the U.S.A. greater than 10% of gross trade accounts receivable: 
  

  
  
The Company had one supplier concentration of approximately 19% in the three months ended September 30, 2020 in the Electric Power and Solar Infrastructure Services segment. 
There were no supplier concentrations greater than 10% during the nine months ended September 30, 2020 or three and nine months ended September 30, 2019. 
  

  
The following shares issued during the nine months ended September 30, 2020 were recorded in expense using the grant-date fair value of the stock: 
  

  
(1) Related royalty expense recorded in prior periods. 
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For the Nine Months Ended September 30,  
Country   2020     2019  
United Kingdom    24%    63%

Total concentrations    24%    63%

   
As of September 

30,    
As of December 

31,  
Customer   2020     2019  
Customer 5    26%  <10%  
Customer 1    13%  <10%  
Customer 7    12%  <10%  
Customer 6    11%  <10%  
Customer 8   <10%       24%
Customer 3   <10%       14%
Customer 2   <10%       12%

Total concentrations    62%    50%

   
As of September 

30,    
As of December 

31,  
Country   2020     2019  
United Kingdom    15%    49%

Total concentrations    15%    49%

 
18.  OTHER EQUITY TRANSACTIONS 

Date of issuance   Type of issuance  
Expense/ Prepaid/ 
Cash  

Stock issuance 
recipient   Reason for issuance  

Total no. of 
shares    

Grant date fair value 
recorded at issuance (in 

thousands)    

February 2020   Common stock   Expense   James McKenzie  
Pursuant to royalty 
agreement     37,312    $ 39  (1) 

April 2020   Common stock   Cash   Brandon S. Martin Sr.  
Reach Construction 
acquisition     2,000,000      1,224   

Total other equity transactions                     2,037,312    $ 1,263   
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Effective April 1, 2020, the Company entered into an equity purchase agreement to acquire 100% of the assets of Reach Construction Group, LLC, an, industry-leading solar construction 
company. Headquartered in Sanford, NC, Reach Construction Group (“Reach”) is an engineering, procurement and construction (“EPC”) company with expertise in the renewable energy 
industry. The acquisition was effectuated pursuant to the Equity Purchase Agreement (the “Agreement”), dated as of April 1, 2020, between Orbital Energy Group and Brandon S. Martin 
(the "Seller").  Orbital Energy Group issued 2,000,000 shares of restricted common stock issued to the Seller ($1.2 million estimated fair value as of April 1, 2020) along with two seller notes 
for a combined total of $35 million (Adjusted to $6.5 million following preliminary working capital adjustment as of April 1, 2020) and an earn-out not in excess of $30 million ($0.7 million 
estimated fair value as of April 1, 2020.) The seller notes were subject to a $28.5 million preliminary working capital adjustment. 

  
The purchase consideration is as follows: 

  
(in thousands) 

  
  

The acquisition was accounted for using the purchase method of accounting and the purchase price was allocated to the assets acquired and liabilities assumed based upon their estimated 
preliminary fair values at the date of acquisition. 
  
(in thousands) 

  
  

  
*  The deferred tax liability recorded at acquisition was offset against the Company's valuation allowance and recorded as a tax benefit in the nine months ended September 30, 2020. If the 
Company and the seller of Reach Construction mutually agree to treat the sale as an asset sale, the deferred tax asset will be reversed and the reduction in the valuation allowance will be 
reversed as well, which will result in tax expense and a reduction in goodwill. 
  
The table below summarizes the unaudited condensed pro forma information of the results of operations of Orbital Energy Group, Inc. for the nine months ended September 30, 2020 and 
2019 as though the acquisition had been completed as of January 1, 2019: 
  

  
  
*Basic and Diluted weighted average shares outstanding assumes the 2,000,000 shares issued as partial payment for Reach Construction were issued on January 1, 2019. 
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19.  ACQUISITION OF REACH CONSTRUCTION GROUP, LLC 

Purchase Consideration       
        
Orbital Energy Stock issued - 2 million shares  $ 1,224 
18-Month Seller Note    5,000 
3-year Seller Note    1,480 
Contingent consideration    720 
Cash payment     3,000 

Total  $ 11,424 

Purchase price   $ 11,424 
         
Cash and cash equivalents   $ 19 
Trade accounts receivable, net of allowance     6,972 
Contract assets     3,299 
Prepaid expenses and other current assets     427 
Property and equipment     382 
Right of use assets - Operating leases     890 
Goodwill     7,006 
Intangible, customer relationships & backlog     8,647 
Intangible, trade name     1,878 
Intangible, non-compete agreements     3,212 
Deferred tax liability     (1,570)
Liabilities assumed     (19,738)
         
Purchase price allocation   $ 11,424 

Revenue since April 1, 2020 acquisition date   $ 9,038 
Loss from continuing operations, net of income taxes since April 1, 2020 acquisition date   $ (2,009*) 

    For the Nine Months Ended September 30,
    2020     2019  
Gross revenue  $ 37,955    $ 26,591 
Total expenses    60,396      40,704 

Loss from continuing operations, net of income taxes  $ (22,441)   $ (14,113)

Loss from continuing operations per common share - basic and diluted  $ (0.74)   $ (0.46)
Basic and Diluted weighted average shares outstanding*    30,425,368      30,636,918 
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Off-Balance Sheet Arrangements 
  
Performance and Payment Bonds and Parent Guarantees  
In the ordinary course of business, Orbital Energy Group and its subsidiaries are required by certain customers to provide performance and payment bonds for contractual commitments 
related to its projects. These bonds provide a guarantee to the customer that the Company will perform under the terms of a contract and that the Company will pay its subcontractors and 
vendors. If the Company fails to perform under a contract or to pay its subcontractors and vendors, the customer may demand that the surety make payments or provide services under the 
bond. The Company must reimburse the surety for expenses or outlays it incurs. The bonds will remain in place as the Company completes projects and resolves any disputed matters with 
the customers, vendors and subcontractors related to the bonded projects.  As of September 30, 2020 the total amount of the outstanding performance and payment bonds was 
approximately $8.0 million. The estimated cost to complete bonded projects was approximately $0.2 million as of September 30, 2020.  
  
Additionally, from time to time, we guarantee certain obligations and liabilities of our subsidiaries that may arise in connection with, among other things, contracts with customers, 
equipment lease obligations, and contractor licenses. These guarantees may cover all of the subsidiary’s unperformed, undischarged and unreleased obligations and liabilities under or in 
connection with the relevant agreement. For example, with respect to customer contracts, a guarantee may cover a variety of obligations and liabilities arising during the ordinary course of 
the subsidiary’s business or operations, including, among other things, warranty and breach of contract claims, third-party and environmental liabilities arising from the subsidiary’s work 
and for which it is responsible, liquidated damages, or indemnity claims. 
  
Contingent Liabilities 
Orbital Energy Group, Inc. is occasionally party to various lawsuits, claims and other legal proceedings that arise in the ordinary course of business. These actions typically seek, among 
other things, compensation for alleged personal injury, breach of contract, negligence or gross negligence and/or property damages, wage and hour and other employment-related damages, 
punitive damages, civil penalties or other losses, or injunctive or declaratory relief. 
  
Regarding all lawsuits, claims and proceedings, Orbital Energy Group, Inc. records a reserve when it is probable that a liability has been incurred and the loss can be reasonably estimated. 
Other than the reserve on the item described below, the Company currently has no such reserves. In addition, Orbital Energy Group, Inc. discloses matters for which management believes a 
material loss is at least reasonably possible. Except as otherwise stated below, none of these proceedings are expected to have a material adverse effect on Orbital Energy Group, Inc.’s 
consolidated financial position, results of operations or cash flows. In all instances, management has assessed the matter based on current information and made a judgment concerning its 
potential outcome, considering the nature of the claim, the amount and nature of damages sought and the probability of success. Management’s judgment may prove materially inaccurate, 
and such judgment is made subject to the known uncertainties of litigation. 
  
Staffing Support Solutions LLC Matter.  Reach Construction Group, LLC, a wholly-owned subsidiary, became involved in a dispute with a labor contractor (Staffing Support Solutions 
LLC) regarding fees charged for labor at a project substantially completed by Reach Construction before its acquisition by the Company. That dispute is the subject of a lawsuit in Wake 
County, North Carolina. Reach Construction has answered the complaint and continues in negotiations to settle the matter. The Company has accrued approximately $1.8 million related to 
its liability, which management believes will be adequate for any potential loss arising from this dispute. 
  

  
On October 30, 2020, the Company entered into non-recourse agreements for the sale of $3.5 million of future receipts to C6 Capital and as part of the new agreement repaid the prior 
balances from the September agreements with C6 Capital.  The Company recorded a liability of approximately $3.5 million and a debt discount for approximately $1.1 million, which 
represents the original issue discount and the fees paid in association with the financing.  The debt discount will be amortized to interest expense over the life of the agreement.  After the 
repayment of the existing balance due to C6 Capital, related fees and the original issue discount, the Company received net cash proceeds of $1.2 million.  Under the terms of the agreement 
the Company is required to make minimum weekly payments in the aggregate of $54 thousand for during weeks 1 through 4 and $116 thousand for the remaining 28 weeks of the term.  
  
On November 13, 2020, the Company entered into an unsecured convertible note for $2.2 million bearing interest of 10% per annum with a debt discount of approximately $0.3 million which 
represents the original issue discount and fees paid in association with the financing.  The debt discount will be amortized to interest expense over the life of the agreement.  The note may 
be repaid in cash or equity at the Company’s election and is due 18 months from issuance.    
  

  
Important Note about Forward-Looking Statements 
The following discussion and analysis should be read in conjunction with the Company’s unaudited condensed consolidated financial statements as of September 30, 2020 and notes 
thereto included in this document and the audited consolidated financial statements in the Company’s 10-K filing for the period ended December 31, 2019 and the notes thereto. In addition 
to historical information, the following discussion and other parts of this Form 10-Q contain forward-looking information that involves risks and uncertainties. The Company’s actual results 
could differ materially from those anticipated by such forward-looking information due to factors discussed elsewhere in this Form 10-Q. 
  
The statements that are not historical constitute “forward-looking statements.” Said forward-looking statements involve risks and uncertainties that may cause the actual results, 
performance or achievements of the Company to be materially different from any future results, performance or achievements, express or implied by such forward-looking statements. These 
forward-looking statements are identified by their use of such terms and phrases as "expects,” “intends,” “goals,” “estimates,” “projects,” “plans,” “anticipates,” “should,” “future,” 
“believes,” and “scheduled.” 
  
The variables which may cause differences include, but are not limited to, the following: general economic and business conditions; changes in regulatory environment; extraordinary 
external events such as the current pandemic health event resulting from COVID-19; competition; success of operating initiatives; operating costs; advertising and promotional efforts; the 
existence or absence of adverse publicity; changes in business strategy or development plans; the ability to retain management; availability, terms and deployment of capital; business 
abilities and judgment of personnel; availability of qualified personnel; labor and employment benefit costs; availability and costs of raw materials and supplies; and changes in, or failure to 
comply with various government regulations. Although the Company believes that the assumptions underlying the forward-looking statements contained herein are reasonable, any of the 
assumptions could be inaccurate; therefore, there can be no assurance that the forward-looking statements included in this Form 10-Q will prove to be accurate. In light of the significant 
uncertainties inherent in the forward-looking statements included herein, the inclusion of such information should not be regarded as a representation by the Company or any person that 
the objectives and expectations of the Company will be achieved. 
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Overview 
Orbital Energy Group (formerly CUI Global, Inc.) is a platform company dedicated to maximizing shareholder value through the acquisition and development of innovative companies to 
create a diversified infrastructure services platform. Orbital Energy Group’s Electric Power and Solar Infrastructure Services segment provides comprehensive network solutions to 
customers in the electric power and solar industries. This segment includes Reach Construction Services, Group, LLC and Orbital Power Services. Reach Construction Services Group, LLC 
was acquired by the Company as of April 1, 2020 and provides engineering, procurement and construction services that support the development of renewable energy generation focused 
on utility scale solar and community solar projects. In the first quarter of 2020, the Company launched Orbital Power Services, a full-service building, maintenance and support provider to 
the electrical power distribution, transmission, substation, renewables, and emergency response sectors of North America. Start-up costs at Orbital Power Services contributed to lower 
margins and increased SG&A in the Electric Power and Solar Infrastructure Services segment during the nine months ended September 30, 2020. The Company's Integrated Energy 
Infrastructure Solutions and Services Segment include subsidiaries, Orbital Gas Systems, Ltd., and Orbital Gas Systems, North America, Inc., which are leaders in innovative gas solutions 
with more than 30 years of experience in design, installation and the commissioning of industrial gas sampling, measurement and delivery systems providing solutions to the energy, power 
and processing markets. Orbital Gas Systems manufactures and delivers a broad range of technologies including environmental monitoring, gas metering, process control, telemetry, gas 
sampling and BioMethane. The three and nine-month periods ended September 30, 2020 for both segments were negatively affected by generally lower economic activity due to the COVID-
19 pandemic that has caused economic slowdowns throughout the world. 
  
In 2019, the company divested of its electromechanical components and domestic power businesses and divested the related CUI Japan operations effective September 30, 2020.  The 
Company is actively marketing the remaining business that comprised the Power and Electromechanical segment for sale, which the Company expects to complete in 2020. Accordingly, the 
Company has designated the remaining business of the Power and Electromechanical segment as discontinued operations and are reflected on the balance sheet as assets and liabilities 
held for sale. The discussion below will mainly focus on the Company's continuing operations, which consists of the Company's Electric Power and Solar Infrastructure Services Segment 
and Integrated Energy Infrastructure Solutions and Services Segment. 
  
For the three and nine months ended September 30, 2020, Orbital Energy Group, Inc. had consolidated continuing loss from operations of $6.3 million and $20.6 million, respectively, 
compared to consolidated continuing loss from operations in the three and nine months ended September 30, 2019 of $3.7 million and $11.1 million, respectively. During the three and nine 
months ended September 30, 2020, Orbital Energy Group, Inc. had a consolidated loss from continuing operations of $5.7 million and $22.6 million compared to a loss of $3.2 million and 
$10.7 million in the comparable prior year period. 
  
During the three and nine months ended September 30, 2020, Orbital Energy Group, Inc. had a consolidated net loss of $3.2 million and $19.9 million, respectively, compared to a 
consolidated net loss in the three and nine months ended September 30, 2019 of $0.3 million and $5.6 million, respectively. The higher net loss for the three and nine months ended 
September 30, 2020, was the result of the reduced sales and earnings associated with the discontinued domestic power and electromechanical components business, following their sale in 
2019. Also contributing to the higher loss were higher sales, general and administrative expenses in the Other segment and losses in the Electric Power and Solar Infrastructure 
Services segment due to start-up costs at Orbital Power Services and additional shared services staff in a new office opened in Dallas, Texas during the first nine months of 2020, the 
addition of amortization of Reach Construction Group acquisition intangibles and higher professional fees due to merger and acquisition activity. The lost income from the sale of the 
discontinued businesses is expected to be offset by the income generated from the Reach Construction acquisition acquired in April 2020 in future quarters as utility scale solar and 
community solar projects increase. In addition, the Company recorded a $4.8 million loss on its investment in Virtual Power Systems in the nine months ended September 30, 2020 compared 
with $0.7 million in the nine months ended September 30, 2019. The increase in the loss on the investment in VPS included a $3.5 million impairment loss. In the third quarter of 2020, due to 
VPS's additional outside investments, the Company's ownership interest in VPS decreased to the point that management concluded the Company no longer had significant influence related 
to VPS based primarily on its decreased ownership percentage and board influence and so ceased accounting for the investment under the equity-method of accounting. As of Q3 2020, the 
Company is accounting for its investment in VPS using the cost basis.  
  
Revenues from continuing operations increased for the quarter and nine months due to the addition of Orbital Power Services and Reach Construction Group, LLC, but these increases were 
partially offset by lower sales in the Integrated Energy Infrastructure Solutions and Services segment. This is a result of the U.K.'s top line continuing to be effected by headwinds from 
Brexit and the COVID-19 pandemic and the North American operations, which were affected by the COVID-19 pandemic starting in the second half of the first quarter and continuing 
through the third quarter. 
  
  

  
Continuing Results of Operations 
The following tables set forth, for the period indicated, certain financial information regarding revenue and costs by segment. 
  
For the Three Months Ended September 30, 2020: 
  

  
For the Three Months Ended September 30, 2019: 
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(dollars in thousands)  

Electric 
Power and 

Solar 
Infrastructure 

Services    

Percent of 
Segment 
Revenues    

Integrated 
Energy 

Infrastructure 
Solutions and 

Services    

Percent of 
Segment 
Revenues     Other    

Percent of 
Segment 
Revenues     Total    

Percent of 
Total 

Revenues  
    $     %      $     %      $     %      $     %   
Revenues   $ 9,478      100.0%   $ 4,137      100.0%   $ —      —%  $ 13,615      100.0%
Cost of revenue     8,353      88.1%     2,908      70.3%     —      —%    11,261      82.7%
Gross profit     1,125      11.9%     1,229      29.7%     —      —%    2,354      17.3%
                                                                 
Operating expenses:                                                                
Selling, general and administrative     2,252      23.8%     2,663      64.4%     2,264      —%    7,179      52.7%
Depreciation and amortization     1,070      11.3%     372      9.0%     12      —%    1,454      10.7%
Research and development     —      —%     6      0.1%     —      —%    6      —%
Provision for bad debt     —      —%     15      0.4%     —      —%    15      0.1%
Other operating Expenses     23      0.2%     —      0.0%     —      —%    23      0.2%
Total operating expenses     3,345      35.3%     3,056      73.9%     2,276      —%    8,677      63.7%

Continuing loss from operations   $ (2,220)     (23.4)%  $ (1,827)     (44.2)%  $ (2,276)     —%  $ (6,323)     (46.4)%

(dollars in thousands)  

Electric 
Power and 

Solar 
Infrastructure 

Services    

Percent of 
Segment 
Revenues    

Integrated 
Energy 

Infrastructure 
Solutions and 

Services    

Percent of 
Segment 
Revenues     Other    

Percent of 
Segment 
Revenues     Total    

Percent of 
Total 

Revenues  
    $     %      $     %      $     %      $     %   
Total revenues   $ —      —%  $ 6,073      100.0%   $ —      —%  $ 6,073      100.0%
Cost of revenue     —      —%    4,652      76.6%     —      —%    4,652      76.6%
Gross profit     —      —%    1,421      23.4%     —      —%    1,421      23.4%
                                                                 
Operating expenses:                                                                
Selling, general and 
administrative     —      —%    2,934      48.4%     1,859      —%    4,793      79.0%
Depreciation and amortization     —      —%    359      5.9%     6      —%    365      6.0%
Research and development     —      —%    20      0.3%     —      —%    20      0.3%
Provision for bad debt     —      —%    (18)     (0.3)%    —      —%    (18)     (0.3)%



  

Other operating expenses     —      —%    (11)     (0.2)%    —      —%    (11)     (0.2)%
Total operating expenses     —      —%    3,284      54.1%     1,865      —%    5,149      84.8%

Continuing loss from operations   $ —      —%  $ (1,863)     (30.7)%  $ (1,865)     —%  $ (3,728)     (61.4)%
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For the Nine Months Ended September 30, 2020: 
  

  
For the Nine Months Ended September 30, 2019: 
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(dollars in thousands)  

Electric 
Power and 

Solar 
Infrastructure 

Services    

Percent of 
Segment 
Revenues    

Integrated 
Energy 

Infrastructure 
Solutions and 

Services    

Percent of 
Segment 
Revenues     Other    

Percent of 
Segment 
Revenues     Total    

Percent of 
Total 

Revenues  
    $     %      $     %      $     %      $     %   
Revenues   $ 13,904      100.0%   $ 13,174      100.0%   $ —      —%  $ 27,078      100.0%
Cost of revenue     14,132      101.6%     8,989      68.2%     —      —%    23,121      85.4%
Gross profit (loss)     (228)     (1.6)%    4,185      31.8%     —      —%    3,957      14.6%
                                                                 
Operating expenses:                                                                
Selling, general and 
administrative     4,895      35.2%     8,294      63.0%     7,969      —%    21,158      78.1%
Depreciation and amortization     2,147      15.4%     1,108      8.4%     30      —%    3,285      12.1%
Research and development     —      —%     51      0.4%     —      —%    51      0.2%
Provision for bad debt     —      —%     23      0.2%     —      —%    23      0.1%
Other operating expenses     23      0.2%     —      —%     —      —%    23      0.1%
Total operating expenses     7,065      50.8%     9,476      72.0%     7,999      —%    24,540      90.6%

Continuing loss from operations   $ (7,293)     (52.4)%  $ (5,291)     (40.2)%  $ (7,999)     —%  $ (20,583)     (76.0)%

(dollars in thousands)  

Electric 
Power and 

Solar 
Infrastructure 

Services    

Percent of 
Segment 
Revenues    

Integrated 
Energy 

Infrastructure 
Solutions and 

Services    

Percent of 
Segment 
Revenues     Other    

Percent of 
Segment 
Revenues     Total    

Percent of 
Total 

Revenues  
    $     %      $     %      $     %      $     %   
Total revenues   $ —      —%  $ 17,793      100.0%   $ —      —%  $ 17,793      100.0%
Cost of revenue     —      —%    13,464      75.7%     —      —%    13,464      75.7%
Gross profit     —      —%    4,329      24.3%     —      —%    4,329      24.3%
                                                                 
Operating expenses:                                                                
Selling, general and 
administrative     —      —%    9,336      52.5%     4,756      —%    14,092      79.2%
Depreciation and amortization     —      —%    1,136      6.4%     18      —%    1,154      6.5%
Research and development     —      —%    123      0.7%     —      —%    123      0.7%
Provision for bad debt     —      —%    110      0.6%     —      —%    110      0.6%
Other operating expenses     —      —%    (13)     (0.1)%    —      —%    (13)     (0.1)%
Total operating expenses     —      —%    10,692      60.1%     4,774      —%    15,466      86.9%

Continuing loss from operations   $ —      —%  $ (6,363)     (35.8)%  $ (4,774)     —%  $ (11,137)     (62.6)%
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Revenue 
(dollars in thousands) 
  

  

  
The revenues for the three and nine months ended September 30, 2020 were up compared to the 2019 comparable periods due to the addition of Reach Construction Group, LLC and Orbital 
Power Systems in the Electric Power and Solar Infrastructure Services. This increase was partially offset by lower integration revenues in the Orbital Gas Systems operations during the 
quarter and year-to-date periods. The U.K. market continues to face headwinds surrounding COVID-19, Brexit, and the impact of the political environment on investment within the sector 
while the U.S. markets also continue to face headwinds surrounding COVID-19. Revenues will fluctuate generally around the timing of customer project delivery schedules. 
  
The Electric Power and Solar Infrastructure Services Segment held backlogs of customer orders of approximately $43.5 million as of September 30, 2020 and zero at December 31, 2019. 
Integrated Energy Infrastructure Solutions and Services segment held backlogs of customer orders of approximately $8.5 million as of September 30, 2020, a decrease from the  December 31, 
2019 backlog of $9.6 million due to timing, the effects of the COVID-19 pandemic and lower translation rates in the U.K.  
  
Cost of revenues 
(dollars in thousands) 
  

  

  
For the three and nine months ended September 30, 2020, the cost of revenues as a percentage of revenue increased to 83% and 85% from 77% and 76%, respectively, during the prior-year 
comparative periods. This increase was attributable to start-up costs at the Company's Orbital Power Services group and lower margin projects during the period for Reach Construction. 
Margins improved sequentially from Q2 margins. This percentage will vary based upon the mix of natural gas systems sold, proprietary technology included in projects, contract labor 
necessary to complete gas related projects, mix of Orbital Power Services projects including emergency response services and Reach Construction solar projects, the competitive markets in 
which the Company competes, and foreign exchange rates. The three and nine months ended September 30, 2020 were also affected negatively by the COVID-19 pandemic and the resulting 
world-wide economic slowdown. 
  
The Company expects to continue the improvement seen in Q3 to margins during the fourth quarter of 2020 as Orbital Power Services continues to gain efficiencies and increase revenues, 
companies continue to learn to cope with the COVID-19 pandemic, and several large Reach Construction Group solar projects begin.  
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    For the Three Months Ended                  
Revenues by Segment or Category   September 30,                  
    2020     2019     $ Change     % Change  
Electric Power and Solar Infrastructure Services   $ 9,478    $ —    $ 9,478      100.0%
Integrated Energy Infrastructure Solutions and Services     4,137      6,073      (1,936)     (31.9)%

Total revenues   $ 13,615    $ 6,073    $ 7,542      124.2%

    For the Nine Months Ended                  
Revenues by Segment or Category   September 30,                  
    2020     2019     $ Change     % Change  
Electric Power and Solar Infrastructure Services   $ 13,904    $ —    $ 13,904      100.0%
Integrated Energy Infrastructure Solutions and Services     13,174      17,793      (4,619)     (26.0)%

Total revenues   $ 27,078    $ 17,793    $ 9,285      52.2%

    For the Three Months Ended                  
Cost of revenues by Segment or Category   September 30,                  
    2020     2019     $ Change     % Change  
Electric Power and Solar Infrastructure Services   $ 8,353    $ —    $ 8,353      100.0%
Integrated Energy Infrastructure Solutions and Services     2,908      4,652      (1,744)     (37.5)%

Total cost of revenues   $ 11,261    $ 4,652    $ 6,609      142.1%

    For the Nine Months Ended                  
Cost of revenues by Segment or Category   September 30,                  
    2020     2019     $ Change     % Change  
Electric Power and Solar Infrastructure Services   $ 14,132    $ —    $ 14,132      100.0%
Integrated Energy Infrastructure Solutions and Services     8,989      13,464      (4,475)     (33.2)%

Total cost of revenues   $ 23,121    $ 13,464    $ 9,657      71.7%
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Selling, General and Administrative Expenses 
(dollars in thousands) 
  

  

  
Selling, General and Administrative (SG&A) expenses include such items as wages, commissions, consulting, general office expenses, business promotion expenses and costs of being a 
public company, including legal and accounting fees, insurance and investor relations. SG&A expenses are generally associated with the ongoing activities to reach new customers, 
promote new product and service lines including Reach Construction, Orbital Power Services, GasPT, VE Technology, and other new product and service introductions. 
  
During the three and nine months ended September 30, 2020, SG&A increased $2.4 million and $7.1 million, respectively compared to the prior-year comparative period. The increase in 
SG&A for the quarter and nine months was due to increased SG&A costs in the Electric Power and Solar Infrastructure Services segment primarily due to start-up costs at Orbital Power 
Services group which included increased payroll and insurance costs. Also contributing to the increase were increased corporate costs largely due to strategic initiatives, which included 
increased professional fees and costs associated with due diligence activities related to prospective acquisitions. The addition of Reach Construction Group, LLC, in the second quarter 
also contributed to the increase in SG&A costs. These increases were partially offset by decreased SG&A costs in the Integrated Energy Infrastructure Solutions and Services segment that 
implemented costs cutting measures. 
  
Depreciation and Amortization 
(dollars in thousands) 
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    For the Three Months Ended                  
Selling, general, and administrative expense by Segment or Category   September 30,                  
    2020     2019     $ Change     % Change  
Electric Power and Solar Infrastructure Services   $ 2,252    $ —    $ 2,252      100.0%
Integrated Energy Infrastructure Solutions and Services     2,663      2,934      (271)     (9.2)%
Other     2,264      1,859      405      21.8%
Total selling, general and administrative expense   $ 7,179    $ 4,793    $ 2,386      49.8%

    For the Nine Months Ended                  
Selling, general, and administrative expense by Segment or Category   September 30,                  
    2020     2019     $ Change     % Change  
Electric Power and Solar Infrastructure Services   $ 4,895    $ —    $ 4,895      100.0%
Integrated Energy Infrastructure Solutions and Services     8,294      9,336      (1,042)     (11.2)%
Other     7,969      4,756      3,213      67.6%

Total selling, general and administrative expense   $ 21,158    $ 14,092    $ 7,066      50.1%

    For the Three Months Ended                  
Depreciation and amortization expense by Segment or Category   September 30,                  
    2020     2019     $ Change     % Change  
Electric Power and Solar Infrastructure Services   $ 1,197    $ —    $ 1,197      100.0%
Integrated Energy Infrastructure Solutions and Services     373      359      14      3.9%
Other     11      243      (232)     (95.5)%

Total depreciation and amortization   $ 1,581    $ 602    $ 979      162.6%
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Depreciation and amortization expenses are associated with depreciation on buildings, furniture, equipment, vehicles, and amortization of intangible assets over the estimated useful lives of 
the related assets. 
  
Depreciation and amortization expense in the three and nine months ended September 30, 2020 were up compared to the three and nine months ended September 30, 2019 primarily due to 
the amortization of Reach Construction acquisition intangibles and depreciation of equipment used by Orbital Power Services, which began operations in 2020. This was partially offset by 
the sale of the Company's domestic power and electronic components businesses in the fourth quarter of 2019. The Other segment, which includes discontinued operations, is also down 
due to a portion of the business being held for sale since the third quarter of 2019. The Company's Japan operations (sold as of September 30, 2020) and Canada operations, which 
is currently held for sale, and the discontinued Power and Electromechanical segment are included in the other segment. 
  
Equity Method/Cost Method Investment 
On March 30, 2019, the Company acquired a 21.4% ownership share of VPS which was subsequently reduced to 10.55% following VPS's issuance of additional equity during Q3 2020 and 
the Company's distribution of shares back to VPS to be granted to VPS employees. The Company recorded its investment and income or loss based on the equity method of accounting 
through June 30, 2020. The Company recorded losses in 2020 of $4.8 million through June 30, related to its share of VPS's loss. The losses during 2020 included a $3.5 million impairment of 
the investment. The Company held a $260 thousand convertible note receivable from VPS that VPS chose to convert to equity in the third quarter of 2020. In addition, the Company made 
additional cash investments of $0.1 million and a $0.3 million non-cash inventory investment in VPS during the third quarter of 2020. Due to additional outside investments into VPS during 
the third quarter of 2020, which diluted OEG's ownership percentage coupled with increased board seats reducing OEG's board influence, the Company's management determined that it no 
longer met the qualification of having significant influence necessary to record its investment under the equity method of accounting. Henceforth, the Company recorded its investment 
under the cost method of accounting. The balance of the Company's investment in VPS as of September 30, 2020 was $0.7 million. 
  
Other Income (Expense), net 
(dollars in thousands) 
  

  

  
Other income (expense) changes were the result of foreign currency gain/loss fluctuations primarily related to the fluctuations in the U.K. pound during the three and nine months ended 
September 30, 2020 compared to the three and nine months ended September 30, 2019. Interest income is primarily related to the partial seller financing of the Company's electronic 
components business. Increased rental income is due to the subleasing of the Company's Oregon home office following the sale of the Power and electromechanical businesses.   
  
Interest Expense 
For the three months and nine months ended September 30, 2020 and 2019, the Company incurred interest expense of $0.3 million and $0.5 million compared to interest for the three and nine 
months ended September 30, 2019 of $4 thousand and $35 thousand, respectively. Interest expense in 2020 is associated with interest on financing note payable, the Reach Construction 
line of credit, note payable for the sale of future revenue financing, PPP notes payable and seller financing on the purchase of Reach Construction Group, LLC, while 2019 interest was on 
the Company's former credit facilities. 
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    For the Nine Months Ended                  
Depreciation and amortization by Segment or Category   September 30,                  
    2020     2019     $ Change     % Change  
Electric Power and Solar Infrastructure Services   $ 2,477    $ —    $ 2,477      100.0%
Integrated Energy Infrastructure Solutions and Services     1,109      1,136      (27)     (2.4)%
Other     30      835      (805)     (96.4)%

Total depreciation and amortization   $ 3,616    $ 1,971    $ 1,645      83.5%

    For the Three Months Ended                  
Other Income (Expense), net   September 30,                  
    2020     2019     $ Change     % Change  
Foreign exchange gain (loss)   $ 707    $ (465)   $ 1,172      (252.0)%
Interest income     75      2      73      3650.0%
Rental income     78      2      76      3800.0%

Total Other income (expense)   $ 860    $ (461)   $ 1,321      (286.6)%

    For the Nine Months Ended                  
Other Income (Expense), net   September 30,                  
    2020     2019     $ Change     % Change  
Foreign exchange loss   $ (410)   $ (586)   $ 176      (30.0)%
Interest income     218      11      207      1881.8%
Rental income     254      9      245      2722.2%

Total Other income (expense)   $ 62    $ (566)   $ 628      (111.0)%
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Income Tax Expense (Benefit) 
The Company is subject to taxation in the U.S., various state and foreign jurisdictions. The Company continues to record a full valuation allowance against the Company's U.S. and United 
Kingdom net deferred tax assets and partial valuation allowance against the Company’s Canada net deferred tax assets, as it is not more likely than not that the Company will realize a 
benefit from these assets in a future period. 
  
The income tax expense for the three and nine months ended September 30, 2020 included taxes on profitable foreign operations and domestic state minimum taxes. In addition, in the nine-
months ended September 30, 2020, as a result of the Company’s purchase price allocation related to the acquisition of Reach Construction, LLC, the Company recorded a $1.6 million 
deferred tax liability. As a result, the Company recorded a $1.6 million tax benefit for a reduction in prior recorded valuation allowances. If the Company and the seller Reach Construction 
mutually agree to treat the sale as an asset sale, the deferred tax asset will be reversed and the reduction in the valuation allowance will be reversed as well, which will result in tax expense 
and a reduction in goodwill. 
  
In the nine months ended September 30, 2020, as a result of HM Revenue & Customs review, the Company recorded a $1.6 million tax benefit for estimated prior year taxes related to refunds 
for the surrender for cash, United Kingdom net operating losses generated related to enhanced research and development deduction claims. 
  
For the three and nine months ended September 30, 2019, the Company is allocating income tax expense (benefit) in accordance to ASC 740-20-45-7 to another financial statement 
component other than continuing operations. Prior period comparative allocations have also been made. 
  
The income tax expense for the three and nine months ended September 30, 2019 included taxes on profitable foreign operations and domestic state minimum taxes. In addition, in the first 
nine months of 2019, as a result of Revenue Canada's review, the Company recorded a $0.4 million adjustment to record actual prior year and estimated current year Scientific Research and 
Experimental Development (SRED) tax credits for research and development performed in Canada 
  
For additional analysis, see Note 14, "Income Taxes," of the condensed consolidated financial statements in Part I - Item I, "Financial Statements." 
  
Restructuring Charges 
During the fourth quarter of 2019, the Company completed the sale of its largest group within the Power and Electromechanical segment. The Company completed the sale of its Japan 
operations as of September 30, 2020.  In conjunction with the 2019 sale, it was concluded that should the remaining power and electromechanical operations not sell, the Company will fulfill 
its backlog obligations and wind down the remaining operations of CUI-Canada during 2020. The lease for the CUI-Canada facility expires in the fourth quarter of 2020 and the Company 
recorded an accrued liability of $4.0 million Canadian dollars ($3.1 million US dollars at December 31, 2019) for estimated employee termination costs. This accrual was adjusted down by $0.4 
million Canadian dollars ($0.3 million US dollars) based on current estimates. The termination costs began to be paid out in the third quarter of 2020 with the majority of the remaining 
accrual is expected to be paid in the fourth quarter of 2020. For more information on the Company's restructuring charges, see Note 3 Discontinued Operations and Sale of a Business. 
  
Liquidity and Capital Resources 
  
General 
As of September 30, 2020, the Company held Cash and cash equivalents of $4.1 million and Restricted cash of $3.6 million. Operations, acquisitions, investments, and equipment have been 
funded through cash on hand, the Reach Construction line of credit ("LOC"), seller financing and financing through the sale of future revenues. Including discontinued operations, the 
Company's cash used in operations was more in the first nine months of 2020 than in the first nine months of 2019 primarily driven by a larger net loss in the first nine months of 2020 
compared to the first nine months of 2019.  Major uses of cash in the first nine months of 2020 included the Reach Construction Acquisition, a working capital adjustment payment on the 
sale of the Power business, purchases of property and equipment, deposits toward the VE technology purchase and changes in working capital. The Company continues to work to 
improve its short-term liquidity through management of its working capital. Long-term liquidity is expected to benefit from revenues and earnings through Reach Construction and Orbital 
Power Services. Overall volume growth in the Company's businesses both organically and through acquisitions and the expected sale of the remaining Power & Electromechanical 
operations are expected to benefit cash flows as well. In addition, the Company filed an S-3 in the second quarter of 2020 for the possible issuance of additional stock or public debt. 
  
Cash Used in Operations 
Cash used in operations of $9.9 million was a $5.7 million increase in cash used compared to the nine-month period in 2019. Cash used in operations for the nine months ended September 
30, 2020 were approximately $7.7 million in the other segment, $2.9 million in the Electric Power and Solar Infrastructure Services segment $1.2 million in the Integrated Energy Infrastructure 
Solutions and Services segment, and $1.9 million provided by discontinued operations. This compares to prior year nine-month-period cash used of $4.5 million in the Other segment, 
$4.5 million in the Integrated Energy Infrastructure Solutions and Services segment and $4.8 million provided by the discontinued Power and Electromechanical segment. Increased uses of 
cash in the first nine month of 2020 are primarily for merger and acquisition activity in the Other segment in addition to normal administrative costs, and cash usage in the Electric Power and 
Solar Infrastructure Services segment primarily related to start-up costs on the Company's new Orbital Power Services group offset by cash generated by Reach Construction Group, LLC 
operations. While the Company saw an initial cost increase from Orbital Power Services, management expects this group to become cash flow positive, as the business environment 
normalizes and it continues to increase service crews deployed. The Company believes overall cash used in operations will continue to improve through revenue growth associated with 
new customers and larger projects, the additional cash expected from operations of Reach Construction Group and in process cost reductions coupled with continued management of 
working capital allocation. The Company's cash usage in the other segment normalized in the third quarter with a use of cash of $1.6 million compared to $6.1 million in the first six months of 
the year as a result of the Company closing of the Reach Construction Group acquisition in April. Cash provided by discontinued operations were primarily due to large final orders by CUI-
Canada customers.  
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The change in cash used in operating activities, exclusive of net loss, is primarily the result of increased receivables of $3.3 million primarily at CUI-Canada due to higher sales volume from 
customers making final orders and timing along with increased receivables for Orbital Power Services, $1.2 million increase in deposits and other assets primarily for deposits made toward 
the acquisition of the VE Technology and increased cash used for right of use assets which are partially offset by increased lease liabilities related to the ramp up of the Orbital Power 
Services group. These increases in the use of cash are partially offset by increased cash provided by the timing of payments for inventories as CUI-Canada sells down its inventory, change 
in contract assets and liabilities due to the timing and completion of energy integration and solar projects and timing of payments on accrued expenses and accounts payable of $1.3 million 
and $0.4 million, respectively, related to timing and the additional operations of Orbital Power Services in 2020. 
  
During the nine months ended September 30, 2020 and 2019, the Company recorded a total of $12 thousand and $155 thousand, respectively, for share-based compensation related to equity 
given, or to be given to directors, employees and consultants for services provided and as payment for royalties earned. The decrease in expense during the first nine months of 
2020 compared to the first nine months of 2019 is primarily due to a portion of directors' 2020 compensation being accrued while the structure of their compensation is being evaluated.  
  
In the three months ended September 30, 2020, the Company financed its current operations by selling future revenues on a short-term note payable. The financing provided net proceeds 
of $1.9 million. The Company agreed to pay back $2.5 million including loan origination fees and interest via weekly payments. The final payment is expected to be made in December 2020. 
  
S-3 registration 
The Company filed an S-3 registration statement on July 17, 2020 containing a prospectus that was effective September 2, 2020. With this filing, Orbital Energy Group may from time to time 
issue various types of securities, including common stock, preferred stock, debt securities and/or warrants, up to an aggregate amount of $50 million. 
  
As the Company focuses on growing its infrastructure services market presence both organically and through strategic acquisitions, technology development, product and service line 
additions, and increasing Orbital’s market presence, it will fund these activities together with related operating, sales and marketing efforts for its various product offerings with cash on 
hand, and possible proceeds from future issuances of equity through the S-3 registration statement, and available debt. 
  
Orbital Energy Group may raise additional capital needed to fund the further development and marketing of its products and services as well as payment of its debt obligations. 
  
See the section entitled Recent Sales of Unregistered Securities for a complete listing of all unregistered securities transactions. 
  
Capital Expenditures and Investments 
During the first nine months of 2020 and 2019, Orbital Energy Group invested $1.5 million and $0.3 million, respectively, in property and equipment. These purchases in 2020 were primarily 
for capital assets associated with the Company's new Orbital Power Services group. These investments typically include additions to equipment, tooling for manufacturing and 
services, furniture, computer equipment, buildings and leasehold improvements, trucks and other fixed assets as needed for operations. The Company entered into a $3 million note 
receivable with Reach Construction, Inc. during the three months ended March 31, 2020 prior to the April 1 acquisition. This payment became part of the Company's purchase consideration 
upon the close of the acquisition. The Company made an additional $0.3 million investment in a convertible note receivable from Virtual Power Systems ("VPS") in the nine months ended 
September 30, 2020 including payments made related to the Company's transition agreement with VPS. This note was converted to equity in VPS in the three months ended September 30, 
2020 along with an additional contribution of $0.1 million and a non-cash contribution of inventory in the amount of $0.3 million. The Company anticipates further investment in property 
and equipment during the remainder of 2020 in support of its on-going business and continued development of the energy infrastructure services platform capabilities. As part of the 
Company's disposition of CUI Japan, the Company included cash of $0.2 million that stayed with CUI Japan after its sale. 
  
During the nine months ended September 30, 2020 and 2019, Orbital Energy Group invested $10 thousand and $0.3 million, respectively, in other intangible assets. These investments 
typically include product certifications, capitalized website development, software for engineering and research and development and software upgrades for office personnel. 
  
During the first nine months of 2019, OEG made cash investments of $1.6 million and elected to convert its $0.7 million of convertible notes receivable to VPS stock. In addition to the cash 
investments, the Company contributed certain property and equipment, other intangible assets, inventories, prepaid assets, open purchases orders, future research and development 
expenditures and the convertible note receivable for a total initial investment of $5.9 million.  
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The Company also paid out $2.8 million in the nine months ended September 30, 2020 related to a working capital adjustment on the disposition of the domestic power business to Bel Fuse, 
Inc in accordance with the sale agreement. 
  
Financing Activities 
For the nine months ended September 30, 2020 and 2019, the Company recorded net payments of $0 and $1.4 million, respectively, from the overdraft facility in the U.K. For the nine months 
ended September 30, 2020, the Company received proceeds of $1.9 million from the Paycheck Protection Program and $1.9 million of proceeds from a note backed by the sale of future 
revenues. Also, in the first nine months of 2020, payments on notes payable of $1.7 million included $1.2 million of payments on notes payable financing insurance policies, $0.3 million on 
note payable backed by the sale of future revenues and $0.2 million paid on auto loans.  In the first nine months ended September 30, 2019, the Company paid $88 thousand on note payable 
financing insurance policies. For the nine months ended September 30, 2020 and 2019, the Company had net proceeds/(payments) of $1 thousand and $(0.3) million, respectively, from lines 
of credit. The previous line of credit and overdraft facility were replaced in April 2019 with a new $10.0 million line of credit from Bank of America Merrill Lynch that was reduced to $6.0 
million at September 30, 2019 upon the sale of the Company's electronic components business and discontinued following the sale of the domestic power business to Bel Fuse, Inc. Upon 
the acquisition of Reach Construction, the Company acquired Reach's line of credit, with $550 thousand total capacity. The Company expects to close the existing Reach Construction line 
of credit in the fourth quarter of 2020. 
  
Financing Activities – Related Party Activity 
For the nine months ended September 30, 2020 and 2019, $0 and $0.2 million of interest payments were made in relation to the promissory note issued to former related party, IED, Inc. This 
note was assumed by the buyer as part of the sale of the Electromechanical operations. 
  
Recap of Liquidity and Capital Resources 
At September 30, 2020, the Company had unrestricted cash and cash equivalents balances of $4.1 million. At September 30, 2020, the Company had $0.9 million of cash and cash equivalents 
balances at domestic financial institutions that were covered under the FDIC insured deposits programs and $0.1 million and $75 thousand, at foreign financial institutions covered under 
the United Kingdom Financial Services Compensation (FSC) and Canada Deposit Insurance Corporation (CDIC). At September 30, 2020, the Company had cash and cash equivalents 
of $0.7 million in European bank accounts and $2.0 million in Canadian bank accounts. 
  
The Company had a net loss of $19.9 million and cash used in operating activities of $9.9 million during the nine months ended September 30, 2020. As of September 30, 2020, the Company's 
accumulated deficit is $142.1 million. 
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The Company expects the revenues from its continuing operations, and cash on hand, to cover operating and other expenses for the next twelve months of operations. However, in the 
short-term, the Company expects to continue to need cash support as the Company's businesses increase their market positions and revenue. The Company may issue additional debt or 
equity to support continuing operations in 2019. 
  
Critical Accounting Policies 
  
The Company has adopted various accounting policies to prepare the consolidated financial statements in accordance with Generally Accepted Accounting Principals, ("GAAP"). Certain 
of the Company's accounting policies require the application of significant judgment by management in selecting the appropriate assumptions for calculating financial estimates. In the 
Company's 2019 Annual Report on Form 10-K filed on March 30, 2020, the Company identified the critical accounting policies that affect the Company's more significant estimates and 
assumptions used in preparing the Company's consolidated financial statements. 
  
Adoption of new accounting standards 
  
See Note 2 Summary of Significant Accounting Policies - Update of the condensed consolidated financial statements in Part I—Item I, “Financial Statements” for a description of recent 
accounting pronouncement adoptions, including the dates of adoption and effects on financial position, results of operations and cash flows if any. 
  
Recent Accounting Pronouncements 
  
See Note 11 Recent Accounting Pronouncements of the condensed consolidated financial statements in Part I—Item I, “Financial Statements” for a description of recent accounting 
pronouncements, including the expected dates of adoption and estimated effects on financial position, results of operations and cash flows. 
  
Off-Balance Sheet Arrangements 
  
See Note 20 Commitments and Contingencies of the condensed consolidated financial statements in Part I—Item I, “Financial Statements” for a description of the Company's off-balance 
sheet arrangements. 
  

  
The Company is exposed to market risk in the ordinary course of business. Market risk represents the risk of loss that may impact the Company’s financial position due to adverse changes 
in financial market prices and rates. This market risk exposure is primarily a result of fluctuations in foreign currency exchange rates and interest rates. The Company neither holds nor 
issues financial instruments for trading purposes. 
  
The following sections provide quantitative information on the Company’s exposure to foreign currency exchange rate risk. The Company makes use of sensitivity analyses that are 
inherently limited in estimating actual losses in fair value that can occur from changes in market conditions. 
  
Foreign Currency Exchange Rates 
The Company conducts continuing operations in two principal currencies: the U.S. dollar and the British pound sterling. These currencies operate primarily as the functional currency for 
the Company’s U.S. and U.K. operations, respectively. Cash is managed centrally within each of the two regions. 
  
Because of fluctuations in currency exchange rates, the Company is subject to currency translation exposure on the results of its operations. Foreign currency translation risk is the risk that 
exchange rate gains or losses arise from translating foreign entities’ statements of earnings and balance sheets from functional currency to the Company’s reporting currency, the U.S. 
dollar, for consolidation purposes. As currency exchange rates fluctuate, translation of the Company’s statements of operations into U.S. dollars affects the comparability of revenues and 
operating expenses between years. 
  
Revenues and operating expenses from continuing operations are primarily denominated in the currencies of the countries in which the Company’s operations are located, the U.S. and U.K. 
The Company’s consolidated results of operations and cash flows are, therefore, subject to fluctuations due to changes in foreign currency exchange rates and may be adversely affected 
in the future due to changes in foreign exchange rates. 
  
As of September 30, 2020, the Company has operations in Canada shown within discontinued operations. Until CUI-Canada is sold, in addition to the Company's principal currencies, the 
Company will have a certain amount of currency risk with the Canadian dollar. 
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The tables below detail the percentage of revenues and expenses from continuing operations by the two principal currencies: 
  

  

  
To date, the Company has not entered into any hedging arrangements with respect to foreign currency risk and have limited activity with forward foreign currency contracts or other similar 
derivative instruments. The Company believes that during the nine months ended September 30, 2020, the effect of a hypothetical 100 basis point shift in foreign currency exchange rates 
applicable to the Company’s business would not have had a material impact on the Company’s condensed consolidated financial statements. 
  
Brexit Risk 
On January 31, 2020, the United Kingdom (“UK”) formally withdrew from the European Union (“EU”), entering a transitional period which is currently expected to end on December 31, 2020. 
During this transitional period, EU law will continue to apply in the UK while providing time for the UK and EU to negotiate the details of their future relationship. The impact of the 
withdrawal may adversely affect business activity, political stability and economic conditions in the U.K., the European Union and elsewhere. The economic conditions and outlook could 
be further adversely affected by the uncertainty concerning new or modified trading arrangements between the U.K. and other countries. Any of these developments could negatively 
affect economic growth or business activity in the U.K., the European Union and elsewhere, and could materially and adversely affect our business and results of operations. We continue 
to closely monitor the negotiations and the impact to foreign currency markets, however we cannot predict the direction of Brexit-related developments or the impact of those developments 
on our UK operations and the economies of the markets in which we operate. 
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            British Pound  
    U.S. Dollar     Sterling  
For the Three Months Ended September 30, 2020                
Revenues     78%    22%
Operating expenses     81%    19%
                 
For the Three Months Ended September 30, 2019                
Revenues     39%    61%
Operating expenses     63%    37%

            British Pound  
    U.S. Dollar     Sterling  
For the Nine Months Ended September 30, 2020                
Revenues     69%    31%
Operating expenses     79%    21%
                 
For the Nine Months Ended September 30, 2019                
Revenues     35%    65%
Operating expenses     57%    43%
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Investment Risk 
The Company has an Investment Policy that, among other things, provides an internal control structure that takes into consideration safety (credit risk and interest rate risk), liquidity and 
yield. The Company’s investment committee consists of two independent Directors and the CFO, who oversee the investment portfolio and compile a quarterly analysis of the investment 
portfolio, if any investments exist during the period. 
  
Investments made by the Company are subject to Investment committee Charter and investment policy, which limits the Company’s risk of loss exposure by setting appropriate credit 
quality requirements for investments held, limiting maturities to be 1 year or less, and also setting appropriate concentration levels to prevent concentrations. This includes a requirement 
that no more than 3% of the portfolio, or $0.5 million, whichever is greater, may be invested in one particular issue. In 2019, since the equity-method investment in VPS is considered a 
strategic investment, the board and management reviewed and approved the investment above the board set limit for individual issuers. 
  
Cash and cash equivalents are diversified and maintained with several financial institutions. Deposits held with banks may exceed the amount of insurance provided on such deposits. 
Generally, these deposits may be redeemed upon demand and are maintained with financial institutions of reputable credit, therefore, bear minimal credit risk. 
  
The Company has trade receivable and revenues concentrations with large customers. Additionally, the Company has a large concentration of cash, trade receivables and revenues in 
foreign countries including the United Kingdom, Canada and Japan. Owning assets in a foreign country exposes the Company to foreign currency risk coupled with liquidity risk. Foreign 
owned assets may be difficult to timely convert to U.S. dollars if necessary. 
  

  
Evaluation of Disclosure Controls and Procedures 
The Company's management, with the participation of the Company's Chief Executive Officer (CEO) and its Chief Financial Officer (CFO), evaluated the effectiveness of the Company's 
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) as of the end of the period covered by this quarterly report. In designing and evaluating the 
Company’s disclosure controls and procedures, the Company’s management recognizes that any controls and procedures, no matter how well designed and operated, can provide only 
reasonable assurance of achieving the desired control objectives, and the Company’s management is required to apply their judgment in evaluating the cost-benefit relationship of possible 
controls and procedures. Based upon that evaluation, the Company's management, including the CEO and the CFO, concluded that, as of September 30, 2020, the Company’s disclosure 
controls and procedures were not effective to provide reasonable assurance that information required to be disclosed in the reports that the Company files or submits under the Exchange 
Act is recorded, processed, summarized and reported within the time periods specified in the applicable rules and forms, and that it is accumulated and communicated to management, 
including the CEO and CFO, as appropriate, to allow timely decisions regarding required disclosure. 
  
Management assessed the effectiveness of the Company’s internal control over financial reporting as of December 31, 2019, based on the criteria set forth by the Committee of Sponsoring 
Organizations of the Treadway Commission (“COSO”) in Internal Control-Integrated Framework (“2013 framework”).  A material weakness is a deficiency, or combination of deficiencies, 
in internal control over financial reporting, such that there is a reasonable possibility that a material misstatement of our annual or interim financial statements will not be prevented or 
detected on a timely basis. Management identified the following material weakness as of December 31, 2019 and determined that it was still a material weakness as of September 30, 2020: 
 insufficient resources within the accounting function related to technical accounting interpretation and guidance, financial transaction processing and reporting. Because of this material 
weakness, management concluded that the Company’s internal control over financial reporting was not effective as of December 31, 2019 and September 30, 2020. The deficiencies largely 
arose during 2019 because of the divestiture of certain operations and the loss of personnel supporting the financial transaction processing and reporting functions. The deficiencies did 
not result in material adjustment to the fiscal year ended December 31, 2019 or the period ended September 30, 2020.  
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To remediate our internal control weakness, management has and will continue to implement subsequent to September 30, 2020 the following measures: 
 
• Add sufficient accounting personnel or outside consultants to properly segregate duties and to effect timely, accurate preparation of the financial statements. 
• Review, assess and replace as needed third party consultants and professional advisors involved in the accounting policies, procedures and financial reporting processes. 
• Provide adequate training and resources for the additional personnel or outside consultants. 

  
Changes in Internal Control over Financial Reporting 
There were no significant changes in the Company’s internal control over financial reporting during the three months ended September 30, 2020, that have materially affected, or are 
reasonably likely to materially affect, the Company’s internal control over financial reporting. 
  
  
PART ll – OTHER INFORMATION 
  
Item 1. Legal Proceedings. 
  
Orbital Energy Group, Inc. is occasionally party to various lawsuits, claims and other legal proceedings that arise in the ordinary course of business. These actions typically seek, among 
other things, compensation for alleged personal injury, breach of contract, negligence or gross negligence and/or property damages, wage and hour and other employment-related damages, 
punitive damages, civil penalties or other losses, or injunctive or declaratory relief. 
  
Regarding all lawsuits, claims and proceedings, Orbital Energy Group, Inc. records a reserve when it is probable that a liability has been incurred and the loss can be reasonably estimated. 
Other than the reserve on the item described below, the Company currently has no such reserves. In addition, Orbital Energy Group, Inc. discloses matters for which management believes a 
material loss is at least reasonably possible. Except as otherwise stated below, none of these proceedings are expected to have a material adverse effect on Orbital Energy Group, Inc.’s 
consolidated financial position, results of operations or cash flows. In all instances, management has assessed the matter based on current information and made a judgment concerning its 
potential outcome, considering the nature of the claim, the amount and nature of damages sought and the probability of success. Management’s judgment may prove materially inaccurate, 
and such judgment is made subject to the known uncertainties of litigation. 
  
Staffing Support Solutions LLC Matter.  Reach Construction Group, LLC, a wholly-owned subsidiary, became involved in a dispute with a labor contractor (Staffing Support Solutions 
LLC) regarding fees charged for labor at a project substantially completed by Reach Construction before its acquisition by the Company. That dispute is the subject of a lawsuit in Wake 
County, North Carolina.  Reach Construction has answered the complaint and continues in negotiations to settle the matter. The Company has accrued approximately $1.8 million related to 
its liability, which management believes will be adequate for any potential loss arising from this dispute. 
  
Item 1A. Risk Factors. 
  
In July 2017, the Financial Conduct Authority, the authority that regulates LIBOR, announced it intends to stop compelling banks to submit rates for the calculation of LIBOR after 
2021.  
  
There is no guarantee that a transition from LIBOR to an alternative will not result in financial market disruptions, significant increases in benchmark rates, or financing costs to borrowers. 
We have a line of credit that is indexed to USD-LIBOR, and we are monitoring this activity and evaluating related risks. This risk is mitigated by the expected closing of the line of credit 
prior to the end of 2021. 
  
There are no other material changes from Risk Factors as previously disclosed in the Company’s Form 10-K filed with the Commission on March 30, 2020. 
  
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds. Common Stock Issued. 
  
During the nine months ended September 30, 2020, the Company issued the following shares of common stock, which were not registered under the Securities Act. The Company relied on 
Section 4(2) of the Securities Act of 1933 as the basis for an exemption from registration for the following issuances. 
  

  
(1) Related royalty expense recorded in prior periods. 
  
Item 5. Other Information. 
  
None. 
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Date of issuance  
Type of 
issuance   Expense/Prepaid/Cash   Stock issuance recipient   Reason for issuance   Total no. of shares    

Grant date fair value recorded 
at issuance (in thousands)  

February 2020   Common stock   Expense   James McKenzie  
Pursuant to royalty 
agreement     37,312    $ 39(1)

                                 

Common stock   Cash  
Investment in Reach 
Construction   Brandon S. Martin Sr.  

Reach Construction 
acquisition     2,000,000      1,224  

                      2,037,312    $ 1,263  
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Item 6. Exhibits. 
  
The following exhibits are included as part of this Form 10-Q. 
  

  

  
Footnotes to Exhibits: 

1Filed herewith. 
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Exhibit No. Description 
31.1 1 Certification of Chief Executive Officer Pursuant to Rule 13a-14(a)/15d-14(a) of the Securities Exchange Act of 1934 
   
31.2 1 Certification of Chief Financial Officer Pursuant to Rule 13a-14(a)/15d-14(a) of the Securities Exchange Act of 1934 
   
32.1 1 Certification of Chief Executive Officer Pursuant to Rule 13a-14(b)/15d-14(b) of the Securities Exchange Act of 1934 and 18 U.S.C. Section 1350 
   
32.2 1 Certification of Chief Financial Officer Pursuant to Rule 13a-14(b)/15d-14(b) of the Securities Exchange Act of 1934 and 18 U.S.C. Section 1350 
   
101.INS 1 XBRL Instance Document 
   
101.SCH 1 XBRL Taxonomy Extension Schema Document 

101.CAL 1 XBRL Taxonomy Extension Calculation Linkbase Document 
   
101.DEF 1 XBRL Taxonomy Extension Definition Linkbase Document 
   
101.LAB 1 XBRL Taxonomy Extension Label Linkbase Document 
   
101.PRE 1 XBRL Taxonomy Extension Presentation Linkbase Document 
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SIGNATURES 
  
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned thereunto duly authorized. 
  
Signed and submitted this 16th day of November, 2020. 
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Exhibit 31.1 
  
Certification of Chief Executive Officer Pursuant to Rule 13a-14 or 15d-14(a) of the Securities Exchange Act of 1934, as Amended, as Adopted Pursuant to Section 302 of the Sarbanes-
Oxley Act of 2002 
  
I, James F. O'Neil, certify that: 
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Exhibit 31.2 
  
Certification of Chief Financial Officer Pursuant to Rule 13a-14 or 15d-14(a) of the Securities Exchange Act of 1934, as Amended, as Adopted Pursuant to Section 302 of the Sarbanes-
Oxley Act of 2002 
  
I, Daniel N. Ford, certify that: 
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    Orbital Energy Group, Inc. 
  By: /s/ James F. O'Neil  
    James F. O'Neil, 
    Chief Executive Officer 
    (Principle Executive Officer) 
     
  By: /s/ Daniel N. Ford  
    Daniel N. Ford, 
    Chief Financial Officer 
    (Principle Financial Officer) 

Section 2: EX-31.1 (EXHIBIT 31.1) 

  1. I have reviewed this quarterly report on Form 10-Q of Orbital Energy Group, Inc.; 

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

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

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

 
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material 

information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this 
report is being prepared; 

 
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable 

assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting 
principles; 

  (c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure 
controls and procedures, as of the end of the period covered by this report based on such evaluation; and; 

 
(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s 

fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial 
reporting; and 

  5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's auditors and the 
audit committee of registrant's board of directors (or persons performing the equivalent function): 

  (a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the 
registrant's ability to record, process, summarize and report financial information; and 

  (b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over financial reporting. 

      
By: /s/ James F. O'Neil      Dated: November 16, 2020   

James F. O'Neil,        
Chief Executive Officer       

Section 3: EX-31.2 (EXHIBIT 31.2) 

  1. I have reviewed this quarterly report on Form 10-Q of Orbital Energy Group, Inc.; 
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Exhibit 32.1 
  
Certification of Chief Executive Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 
  
In connection with the quarterly report of Orbital Energy Group, Inc. (the "Company"), on Form 10-Q of the quarter ended September 30, 2020, I hereby certify pursuant to 18 U.S.C. Section 
1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to the best of my knowledge: 
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Exhibit 32.2 
  
Certification of Chief Financial Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 
  
In connection with the quarterly report of Orbital Energy Group, Inc. (the "Company"), on Form 10-Q of the quarter ended September 30, 2020, I hereby certify pursuant to 18 U.S.C. Section 
1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to the best of my knowledge: 
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  2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the 
circumstances under which such statements were made, not misleading with respect to the period covered by this report; 

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

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

 
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material 

information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this 
report is being prepared; 

 
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable 

assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting 
principles; 

  (c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure 
controls and procedures, as of the end of the period covered by this report based on such evaluation; and; 

 
(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s 

fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial 
reporting; and 

  5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's auditors and the 
audit committee of registrant's board of directors (or persons performing the equivalent function): 

  (a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the 
registrant's ability to record, process, summarize and report financial information; and 

  (b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over financial reporting. 

      
By:      /s/ Daniel N. Ford      Dated: November 16, 2020   

Daniel N. Ford        
Chief Financial Officer          

        

Section 4: EX-32.1 (EXHIBIT 32.1) 

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

(2) The information contained in the quarterly report fairly presents, in all material respects, the financial condition and results of operations of the Company. 

      
By:      /s/ James F. O'Neil      Dated: November 16, 2020   

 James F. O'Neil,       
Chief Executive Officer       

        

Section 5: EX-32.2 (EXHIBIT 32.2) 

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

(2) The information contained in the quarterly report fairly presents, in all material respects, the financial condition and results of operations of the Company. 

      
By:      /s/ Daniel N. Ford    Dated: November 16, 2020   

Daniel N. Ford       
Chief Financial Officer           

        


