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SPECIAL NOTE REGARDING FORWARD LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains, and our officers and representatives may from time to time make, forward-looking statements within the meaning of
Section 27A of the Securities Act of 1933, as amended (the “Securities Act”), and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), which
statements involve substantial risks and uncertainties. All statements contained in this Quarterly Report on Form 10-Q other than statements of historical fact, including
statements regarding our future results of operations and financial position, our business strategy and plans, and our objectives for future operations, are forward-looking
statements. The words “believe,” “may,” “will,” “potentially,” “estimate,” “continue,” “anticipate,” “plan,” “intend,” “could,” “would,” “expect” and similar expressions that
convey uncertainty of future events or outcomes are intended to identify forward-looking statements. Forward-looking statements included in this Quarterly Report on Form 10-
Q include, but are not limited to, statements regarding:

• our ability to retain or recruit key employees;

• our ability to grow distribution channels and partner ecosystems;

• our anticipated capital expenditures, liquidity, and our estimates regarding our capital requirements;

• our ability to integrate proprietary and third-party sensor data;

• our ability to add new satellites to commercial operations;

• our ability to invest in our software, research and development capabilities;

• our ability to grow a third-party developer community;

• our ability to expand our services and offerings to customers both domestically and internationally;

• our ability to continue delivering data in a cost-effective manner;

• our ability to maintain and protect our brand;

• our ability to expand within our current customer base;

• our ability to compete with legacy satellite imaging providers and other emergent geospatial intelligence providers;

• our ability to maintain intellectual property protection for our products or avoid or defend claims of infringement;

• our ability to comply with laws and regulations applicable to our business;

• our expectations about market trends and needs;

• our estimates of market growth, future revenue, expenses, cash flows, capital requirements and additional financing;

• the volatility of the trading price of our common stock;

• the performance of our Spectra AI platform;

• our plans for our next generation satellites (“Gen-3”);

• the impact of local, regional, national and international economic conditions and events;

• the effect of COVID-19 on the foregoing; and

• other factors including but not limited to those detailed under the section entitled “Risk Factors” in our Annual Report on Form 10-K for the year ended December 31,
2021 and filed by us with the Securities and Exchange Commission (the “SEC”) on March 31, 2022.

We have based these forward-looking statements largely on our current expectations and projections about future events and trends that we believe may affect our
financial condition, results of operations, business strategy, short-term and long-term business operations and objectives and financial needs. These forward-looking statements
are subject to a number of risks, uncertainties and assumptions, including those described in Part I, Item 1A. “Risk
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Factors” in our Annual Report on Form 10-K for the year ended December 31, 2021. Moreover, we operate in a very competitive and rapidly changing environment. New risks
emerge from time to time. It is not possible for us to predict all risks, nor can we assess the impact of all factors on our business or the extent to which any factor, or
combination of factors, may cause actual results to differ materially from those contained in any forward-looking statements we may make. In light of these risks, uncertainties
and assumptions, the forward-looking events and trends discussed in this Quarterly Report on Form 10-Q may not occur and actual results could differ materially and adversely
from those anticipated or implied in the forward-looking statements.

You should not rely upon forward-looking statements as predictions of future events. Although we believe that the expectations reflected in the forward-looking
statements are reasonable, we cannot guarantee that the future results, performance, or events and circumstances reflected in the forward-looking statements will be achieved or
occur. We undertake no obligation to revise or publicly release the results of any revision to these forward-looking statements, whether written or oral, except as required by
law.
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PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

BLACKSKY TECHNOLOGY INC.

CONDENSED CONSOLIDATED BALANCE SHEETS
(unaudited)

(in thousands, except par value)

June 30, December 31,
2022 2021

Assets
Current assets:

Cash and cash equivalents $ 64,827 $ 165,586 
Restricted cash 2,518 2,518
Short-term investments 43,833 —
Accounts receivable, net of allowance of $0 and $39, respectively 3,417 2,629

Prepaid expenses and other current assets 4,275 6,264
Contract assets 5,502 1,678

Total current assets 124,372 178,675
Property and equipment - net 83,899 70,551
Goodwill 9,393 9,393
Investment in equity method investees 5,159 4,002
Intangible assets - net 2,199 2,480
Satellite procurement work in process 35,761 40,102
Other assets 346 560 

Total assets $ 261,129 $ 305,763 

Liabilities and stockholders’ equity
Current liabilities:

Accounts payable and accrued liabilities $ 13,877 $ 10,837 
Amounts payable to equity method investees 1,537 5,613
Contract liabilities - current 4,931 11,266
Other current liabilities 2,835 2,819

Total current liabilities 23,180 30,535
Liability for estimated contract losses 3,384 6,054
Long-term contract liabilities — 568
Derivative liabilities 13,431 16,925
Long-term debt - net of current portion 72,425 71,408
Other liabilities 5,162 653

Total liabilities 117,582 126,143
Commitments and contingencies (Note 17)
Stockholders’ equity:

Class A common stock, $0.0001 par value-authorized, 300,000 shares; issued, 120,926 and 117,160 shares; outstanding, 118,453 shares and 114,452 shares as of June 30, 2022
and December 31, 2021, respectively. 12 11

Additional paid-in capital 660,710 650,518
Accumulated deficit (517,175) (470,909)

Total stockholders’ equity 143,547 179,620

Total liabilities and stockholders’ equity $ 261,129 $ 305,763 

See notes to unaudited condensed consolidated financial statements
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BLACKSKY TECHNOLOGY INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS

(unaudited)
(in thousands, except per share amounts)

Three Months Ended June 30, Six Months Ended June 30,

2022 2021 2022 2021
Revenue

Imagery & software analytical services $ 13,350 $ 5,118 $ 23,122 $ 11,116 
Engineering & systems integration 1,752 2,247 5,876 3,543 

Total revenue 15,102 7,365 28,998 14,659 
Costs and expenses

Imagery & software analytical service costs, excluding depreciation and amortization 5,350 4,171 11,257 8,550 
Engineering & systems integration costs, excluding depreciation and amortization 4,436 2,237 9,484 3,367 
Selling, general and administrative 17,739 8,827 40,275 17,305 
Research and development 106 — 252 28 
Depreciation and amortization 9,177 3,537 16,568 6,301 
Satellite impairment loss — 18,407 — 18,407 

Operating loss (21,706) (29,814) (48,838) (39,299)
(Loss) gain on derivatives (4,646) (967) 3,494 (14,975)
Income on equity method investment 1,213 767 1,470 963 
Interest income 178 — 178 — 
Interest expense (1,275) (1,270) (2,530) (2,438)
Other expense, net (42) (3,279) (40) (147,370)

Loss before income taxes (26,278) (34,563) (46,266) (203,119)
Income tax (expense) benefit — — — — 

Loss from continuing operations (26,278) (34,563) (46,266) (203,119)
Discontinued operations:

Loss from discontinued operations (including loss from disposal of Spaceflight Inc. of $0,
$1,022, $0, and $1,022 for the three and six months ended June 30, 2022 and 2021,
respectively)

— (1,022) — (1,022)
Income tax (expense) benefit — — — — 

Loss from discontinued operations, net of income taxes — (1,022) — (1,022)

Net loss (26,278) (35,585) (46,266) (204,141)
Other comprehensive loss — (1,930) — (541)

Total comprehensive loss $ (26,278) $ (37,515) $ (46,266) $ (204,682)

Basic and diluted loss per share of common stock:
Loss from continuing operations $ (0.22) $ (0.61) $ (0.40) $ (3.87)
Loss from discontinued operations, net of income taxes — (0.02) — (0.02)

Net loss per share of common stock $ (0.22) $ (0.63) $ (0.40) $ (3.89)

See notes to unaudited condensed consolidated financial statements
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BLACKSKY TECHNOLOGY INC.
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY (DEFICIT)

(unaudited)
(in thousands)

Common Stock
Additional

Paid-In
Other

Comprehensive Accumulated
Total

Stockholders'

Shares Amount Capital Income Deficit Equity
Balance as of January 1, 2022 114,452 $ 11 $ 650,518 $ — $ (470,909) $ 179,620 
Stock-based compensation — — 10,862 — — 10,862 
Issuance of common stock upon exercise of stock options 404 — 17 — — 17 
Issuance of common stock upon vesting of restricted stock awards 129 — — — — — 
Issuance of common stock upon vesting of restricted stock units 4,816 1 — — — 1 
Withholding of restricted stock units to satisfy tax withholding obligations upon the vesting of
restricted stock units (1,874) — (3,616) — — (3,616)

Net loss — — — — (19,988) (19,988)
Balance as of March 31, 2022 117,927 12 657,781 — (490,897) 166,896 
Stock-based compensation — — 3,365 — — 3,365 
Issuance of common stock upon exercise of stock options 180 — 8 — — 8 
Issuance of common stock upon vesting of restricted stock awards 27 — — — — — 
Issuance of common stock upon vesting of restricted stock units 520 — — — — — 
Withholding of stock units to satisfy tax withholding obligations upon the vesting of restricted stock
units and exercise of stock options (201) — (444) — — (444)

Net loss — — — — (26,278) (26,278)

Balance as of June 30, 2022 118,453 $ 12 $ 660,710 $ — $ (517,175) $ 143,547 

Common Stock
Additional

Paid-In

Other
Comprehensive

Income Accumulated
Total

Stockholders'

Shares Amount Capital (Loss) Deficit Deficit
Balance as of January 1, 2021, as adjusted 34,692 $ 3 $ 191,168 $ — $ (223,984) $ (32,813)
Stock-based compensation — — 508 — — 508 
Issuance of common stock due to Bridge Notes 20,029 2 103,722 — — 103,724 
Issuance of common stock upon exercise of stock options 468 — 1 — — 1 
Issuance of common stock upon vesting of restricted stock awards 171 — — — — — 
Issuance of common stock upon exercise of warrants 1,095 — 120 — — 120 
Other comprehensive income — — — 1,389 — 1,389 
Net loss — — — — (168,556) (168,556)
Balance as of March 31, 2021 56,455 5 295,519 1,389 (392,540) (95,627)
Stock-based compensation — — 264 — — 264 
Issuance of common stock due to Bridge Notes Rights Offering 314 — 2,629 — — 2,629 
Issuance of common stock upon exercise of stock options 210 — 6 — — 6 
Issuance of common stock upon vesting of restricted stock awards 130 — — — — — 
Issuance of common stock upon vesting of restricted stock units 34 — — — — — 
Other comprehensive loss — — — (1,930) — (1,930)
Net loss — — — — (35,585) (35,585)

Balance as of June 30, 2021 57,143 $ 5 $ 298,418 $ (541) $ (428,125) $ (130,243)
\

See notes to unaudited condensed consolidated financial statements

7



Table of Contents

BLACKSKY TECHNOLOGY INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(unaudited)
(in thousands)

Six Months Ended June 30,

2022 2021
Cash flows from operating activities:

Net loss $ (46,266) $ (204,141)
Loss from discontinued operations, net of income taxes — (1,022)

Loss from continuing operations (46,266) (203,119)
Adjustments to reconcile net loss to net cash used in operating activities:

Depreciation and amortization expense 16,568 6,301 
Bad debt expense (1) 4 
Stock-based compensation expense 13,226 772 
Loss on issuance of 2021 convertible Bridge Notes — 96,476 
Loss on issuance of 2021 convertible Bridge Notes Rights Offering — 3,193 
Issuance costs for derivative liabilities and debt carried at fair value — 47,718 
Amortization of debt discount and issuance costs 1,018 823 
Gain on equity method investment (1,470) (963)
Loss on disposal of property and equipment — 24 
(Gain) loss on derivatives (3,494) 14,975 
Satellite impairment loss — 18,407 
Other, net 16 — 

Changes in operating assets and liabilities:
Accounts receivable (787) (1,293)
Contract assets (3,824) 1,151 
Prepaid expenses and other current assets 1,914 (405)
Other assets (30) (150)
Accounts payable and accrued liabilities 389 (2,604)
Other current liabilities 16 (2,067)
Contract liabilities - current and long-term (6,903) (952)
Liability for estimated contract losses (2,670) (1,047)
Other liabilities 4,509 1,644 

Net cash used in operating activities (27,789) (21,112)
Cash flows from investing activities:

Purchase of property and equipment (5,289) (207)
Satellite procurement work in process (20,208) (11,205)
Purchase of short-term investments (43,774) — 
Purchase of domain name — (7)
Proceeds from equity method investment 313 — 

Net cash used in investing activities (68,958) (11,419)
Cash flows from financing activities:

Proceeds from issuance of debt — 58,573 
Proceeds from options exercised 25 7 
Proceeds from warrants exercised — 120 
Debt payments — (750)
Payments for deferred offering costs — (3,487)
Payments for debt issuance costs — (646)
Withholding tax payments on vesting of restricted stock units (4,037) — 

Net cash (used in) provided by financing activities (4,012) 53,817 

Net (decrease) increase in cash, cash equivalents, and restricted cash (100,759) 21,286 
Cash, cash equivalents, and restricted cash – beginning of year 168,104 10,573 

Cash, cash equivalents, and restricted cash – end of period $ 67,345 $ 31,859 

See notes to unaudited condensed consolidated financial statements
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The following table provides a reconciliation of cash, cash equivalents, and restricted cash reported within the unaudited condensed consolidated balance sheets that sum to
the total of the same such amounts shown in the unaudited condensed consolidated statements of cash flows:

June 30,

2022 2021

Cash and cash equivalents $ 64,827 $ 26,384 
Restricted cash 2,518 5,475 

Total cash, cash equivalents, and restricted cash $ 67,345 $ 31,859 

June 30,

2022 2021

(in thousands)
Supplemental disclosures of cash flow information:

Cash paid for interest $ 2 $ 286 
Supplemental disclosures of non-cash financing and investing information:

Property and equipment additions accrued but not paid $ 3,798 $ 10,837 
Capitalized stock-based compensation 1,001 — 
Capitalized interest for property and equipment placed into service 220 135 
Accretion of short-term investments' discounts and premiums 59 — 
Withholding of stock units to satisfy tax withholding obligations upon the exercise of stock options 23 — 
SPAC costs accrued but not paid — 3,663 
Debt issuance costs expensed for debt carried at fair value accrued but not paid — 3,129 
Issuance of common stock due to Bridge Notes, net of issuance costs — 106,353 
Issuance of common stock warrants due to Bridge Notes — 18,800 
Consent fees payable in common stock or cash recorded as a derivative — 2,715 
Contingent liability for working capital adjustment and use taxes to M&Y Space Co. Ltd — 1,022 

See notes to unaudited condensed consolidated financial statements
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BLACKSKY TECHNOLOGY INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

June 30, 2022

1. Organization and Business

On September 9, 2021, Osprey Technology Acquisition Corp. (“Osprey”) consummated the previously announced merger (the “Merger”) with BlackSky Holdings, Inc.
(f/k/a Spaceflight Industries, Inc.), a Delaware corporation (“Legacy BlackSky”), pursuant to the agreement and plan of merger, dated February 17, 2021, by and among
Osprey, Osprey Technology Merger Sub, Inc., a direct, wholly owned subsidiary of Osprey, and Legacy BlackSky. Immediately following the Merger, Osprey changed its
name to BlackSky Technology Inc. (“BlackSky” or the “Company”). Legacy BlackSky survived the Merger and is now a wholly owned subsidiary of BlackSky. As a special
purpose acquisition corporation, Osprey had no pre-Merger operations other than to identify and consummate a merger. Therefore, BlackSky’s operations post-Merger are
attributable to those of Legacy BlackSky and its subsidiaries, and references to “BlackSky” or the “Company” should be read to include BlackSky’s wholly owned
subsidiaries. References in this report to Company actions, assets/liabilities, or contracts may be references to actions taken, assets/liabilities held, or contracts entered into by
one or more current Company subsidiaries; however, the Company has distinguished between actions taken by Legacy BlackSky or Osprey for certain time based, historical
transactions.

BlackSky, headquartered in Herndon, Virginia, is a leading provider of real-time geospatial intelligence. The Company owns and operates one of the industry's leading
high-performance low earth orbit small satellite constellations. Our constellation is optimized to cost-efficiently capture imagery at high revisit rates where and when our
customers need it. BlackSky’s Spectra AI software platform processes millions of observations a day from our proprietary satellite constellation and from multiple external
data sources including imaging, radar and radio frequency satellites, environmental sensors, asset tracking sensors, Internet of Things (“IoT”) connected devices, internet-
enabled narrative sources, and a variety of geotemporal data feeds. Spectra AI employs advanced, proprietary artificial intelligence ("AI") and machine learning (“ML”)
techniques to process, analyze, and transform these data feeds into alerts, information, and insights. Customers can access Spectra AI’s data and analytics through easy-to-use
web services or through platform application programming interfaces.

As of June 30, 2022, BlackSky had 14 satellites in commercial operation. BlackSky has two primary operating subsidiaries, BlackSky Global LLC and BlackSky
Geospatial Solutions, Inc. The Company also owns fifty percent of LeoStella LLC (“LeoStella”), its joint venture with Thales Alenia Space US Investment LLC (“Thales”).
LeoStella is a vertically-integrated small satellite design and manufacturer based in Tukwila, Washington, from which the Company procures satellites to operate its
business. The Company accounts for LeoStella and X-Bow Launch Systems Inc. (“X-Bow”), a space technology company specializing in additive manufacturing of solid
rocket motors of which BlackSky owns approximately 15.1%, as equity method investments (Note 6).

2. Basis of Presentation and Summary of Significant Accounting Policies

Basis of Preparation

The Company has prepared its unaudited condensed consolidated financial statements in accordance with Generally Accepted Accounting Principles in the United States
of America (“GAAP”) and the instructions to Form 10-K and Article 8 of Regulation S-X of the Securities and Exchange Commission (the "SEC"). The accompanying
unaudited condensed consolidated financial statements include the accounts of the Company and its wholly-owned subsidiaries. In addition, the unaudited condensed
consolidated financial statements include the Company’s proportionate share of the earnings or losses of its equity method investments and a corresponding increase or
decrease to its investment, with recorded losses limited to the carrying value of the Company’s investment. All intercompany transactions and balances have been eliminated
upon consolidation.

The Company’s unaudited condensed consolidated financial statements have been prepared on a historical cost basis, except for certain financial assets and liabilities,
including equity warrants and other equity
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instruments classified as derivative liabilities, which are stated at fair value. The Company also incurred debt, which was also stated at fair value and subsequently converted
to equity in the Merger. Unless otherwise indicated, amounts presented in the Notes pertain to the Company’s continuing operations. These unaudited condensed
consolidated financial statements should be read in conjunction with the Company’s annual consolidated financial statements and notes included in the Company’s Form 10-
K filed with the SEC on March 31, 2022. In management’s opinion, all adjustments of a normal recurring nature that are necessary for a fair statement of the accompanying
unaudited condensed consolidated financial statements have been included.

Use of Estimates

The preparation of the unaudited condensed consolidated financial statements requires management to make estimates and assumptions that affect the reported amounts
of assets and liabilities, the disclosure of contingencies at the reporting date, and the reported amounts of revenue and expenses during the reporting period. These estimates
are based on management’s best knowledge of current events and actions the Company may undertake in the future. Actual results could materially differ from these
estimates. Significant estimates made by the Company include, but are not limited to, revenue and associated cost recognition, the collectability of accounts receivable, the
recoverability and useful lives of property and equipment, the valuation of equity warrants and warrant liabilities, fair value estimates, the recoverability of goodwill and
intangible assets, the provision for income taxes, and stock-based compensation.

Investments

The Company’s investments generally consist of A-1, or higher, rated corporate debt and governmental securities as short-term investments. Our investments are
classified as held-to-maturity and have a stated maturity date of one year or less from the balance sheet date. Any investments with original maturities less than three months
are considered as cash equivalents.

Property and Equipment - net

The Company capitalizes internal and external costs incurred to develop and implement internal-use software, which consist primarily of costs related to design, coding,
and testing. Internal costs include salaries and allocations of fringe and stock-based compensation. When the software is ready for its intended use, capitalization ceases and
such costs are amortized on a straight-line basis over the estimated life to either depreciation or cost of sales depending on the nature of the software. Costs incurred prior to
and after the application development stage are charged to development costs as part of selling, general, and administrative expense in the unaudited condensed consolidated
statements of operations and comprehensive loss. The Company regularly reviews its capitalized software projects for impairment.

Fair Value of Financial Instruments

The Company accounts for certain assets and liabilities at fair value. Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants at the measurement date.

The process for analyzing the fair value measurement of certain financial instruments on a recurring, or non-recurring, basis includes significant judgment and estimates
of inputs including, but not limited to, share price, volatility, discount for lack of marketability, application of an appropriate discount rate, and probability of liquidating
events. The Company utilizes the market valuation methodology and specific option pricing methodology, such as the Monte Carlo simulation, method to value the more
complex financial instruments and the Black-Scholes option-pricing model to value standard common stock warrants and common stock options.

The framework for measuring fair value specifies a hierarchy of valuation techniques based on whether the inputs to those valuation techniques are observable or
unobservable. Observable inputs reflect market data obtained from independent sources, while unobservable inputs reflect the Company's assumptions. The
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hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical assets or liabilities (Level 1 measurement) and the lowest priority to
unobservable inputs (Level 3 measurement).

The three levels of the fair value hierarchy are as follows:

Level 1 Inputs. Inputs are unadjusted quoted prices in active markets for identical assets or liabilities available at the measurement date.

Level 2 Inputs. Inputs are unadjusted quoted prices for similar assets and liabilities in active markets, quoted prices for identical or similar assets and liabilities in markets
that are not active, inputs other than quoted prices that are observable, and inputs derived from or corroborated by observable market data.

Level 3 Inputs. Inputs are unobservable inputs which reflect the Company’s own assumptions on what assumptions market participants would use in pricing the asset or
liability based on the best available information.

Revenue Recognition

The Company generates revenue from the sale of imagery and software analytical services and engineering and systems integration. Imagery and software analytical
services revenue includes imagery, data, software, and analytics, including professional services. This revenue is recognized from services rendered under cost-plus-fixed-fee
contracts, firm fixed price contracts, a time and materials basis or non-cancellable subscription order agreements. Engineering and systems integration revenue is from fixed
price long-term construction contracts.

The Company generates revenue primarily through contracts with government agencies. Most of the fixed price contracts include multiple promises, which are generally
separated as distinct performance obligations. The Company allocates the transaction price to each performance obligation based on the relative standalone selling prices
using observable sales transactions where applicable.

In accordance with Accounting Standards Update No. 2014-09, “Revenue from Contracts with Customers (Topic 606)” (“ASC 606”), the Company uses the five-step
model of identifying the performance obligations contained in a contract, determining transaction price, allocating transaction price, and determining when performance
obligations are satisfied can require the application of significant judgment, as further discussed below.

Revenue is measured at the fair value of consideration received or receivable and net of discounts. The Company applies a policy election to exclude transaction taxes
collected from customer sales when the tax is both imposed on and concurrent with a specific revenue-producing transaction. The Company estimates any variable
consideration, and whether the transaction price is constrained, upon execution of each contract. The Company did not have any active contracts with significant variable
consideration as of June 30, 2022.

Imagery & Software Analytical Services Revenue

Imagery

Imagery services include imagery delivered from the Company’s satellites in orbit via its Spectra AI platform and in limited cases directly uploaded to certain
customers. Customers can directly task our proprietary satellite constellation to collect and deliver imagery over specific locations, sites and regions that are critical to their
operations. We offer customers several service level options that include basic plans for on-demand tasking or multi-year assured access programs, where customers can
secure priority access and imaging capacity at a premium over a region of interest on a take or pay basis. Imagery performance obligations are recognized ratably over the
fixed price subscription period for the right to access imagery or as revenue at the point-in-time when the Company delivers images to the Spectra AI platform.

Data, Software, and Analytics

The Company leverages proprietary AI and ML algorithms to analyze data coming from both the Company’s proprietary sensor network and third-party space and
terrestrial sources to provide hard-to-get data,
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insights, and analytics for customers. The Company continues to integrate and enhance its offerings by performing contract development, while retaining the intellectual
property rights. The Company also provides technology enabled professional service solutions to support customer-specific software development requests, integration,
testing, and training. The Company uses system engineers to support customer efforts to manage mass quantities of data. The Company also offers professional service
solutions related to object, change and anomaly detection, site monitoring, and enhanced analytics, through which the Company can detect key pattern of life changes in
critical locations such as ports, airports, and construction sites; retail activity; commodities stockpiles; and other sites that contain critical commodities and supply chain
information.

Our analytics services are also offered on a consumption or subscription basis and provide customers with access to our site monitoring, event monitoring and global data
services. Imagery and software analytical services revenue from data, software, and analytics contracts is recognized from the rendering of services over time on a cost-plus-
fixed-fee, firm fixed price, or time and materials basis as well as, at the point-in-time the customer receives access to an analytic product. For firm fixed price professional
service contracts, the Company recognizes revenue using total estimated costs to complete the performance obligation, ("Estimate at Completion" or "EAC"). A performance
obligation’s EAC includes all direct costs such as labor, materials, subcontract costs and overhead. In addition, an EAC of a performance obligation includes future losses
estimated to be incurred on contracts, as and when known. For contracts structured as cost-plus-fixed-fee or on a time and materials basis, the Company generally recognizes
revenue based on the right-to-invoice when practically expedient, as the Company is contractually able to invoice the customer based on the control transferred to the
customer in an amount that corresponds directly with the value to the customer of the entity’s performance completed to date.

Engineering and Systems Integration Revenue

The Company develops and delivers advanced launch vehicle, satellite and payload systems for a limited number of customers that leverage the Company’s capabilities
in mission systems engineering and operations, ground station operations, and software and systems development. These systems are sold to government customers under
fixed price contracts. The Company generally recognizes revenue over time using the cost-to-cost method to measure progress, pursuant to which the extent of progress
towards completion is measured based on the ratio of costs incurred to date to the EAC. The estimation of total estimated costs at completion is subject to many variables and
requires judgment. The Company recognizes changes in contract estimates on a cumulative catch-up basis in the period in which the changes are identified. Such changes in
contract estimates can result in the recognition of revenue in a current period for performance obligations which were satisfied or partially satisfied in a prior period. If at any
time, the estimate of profitability for a performance obligation indicates a probable anticipated loss, the Company recognizes the total loss for the performance obligation in
the period it is identified. Changes in estimates related to contracts accounted for using the cost-to-cost measure of progress are recognized in the period in which such
changes are made for the inception-to-date effect of the changes. For the three and six months ended June 30, 2022, the Company recognized $1.4 million and $2.2 million,
respectively, of unfavorable cumulative adjustments to revenue directly from estimated cost increases on two engineering and systems integration contracts (Note 5). All, or a
portion, of this cumulative adjustment will be recognized in future revenue as the percentage of completion increases over time. During the three and six months ended June
30, 2021, the Company recognized a $0.3 million favorable impact to revenue attributable to changes in other contract estimates. During the three and six months ended
June 30, 2022, there was no revenue recognized from performance obligations satisfied in previous periods.

Imagery and Software Analytical Service and Engineering and Systems Integration Costs

Imagery and software analytical service costs primarily include internal aerospace and geospatial software development labor, third-party data and imagery, internal
labor to support the ground stations and space operations, and cloud computing and hosting services. The Company recognizes stock-based compensation expense for those
employees whose work supports the imagery and software analytical service costs we provide to customers, under imagery and software analytical service costs, excluding
depreciation and amortization. For those employees who provide engineering and systems support to customers, the stock-based compensation expense is classified under
engineering and systems integration costs. For the remaining employees who
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generally support the Company and its business, the stock-based compensation expense is recognized under selling, general and administrative expense in the unaudited
condensed consolidated statements of operations and comprehensive loss.

Engineering and systems integration costs primarily include the cost of internal labor for product design, integration and engineering in support of long-term
development contracts for launch vehicle, satellite and payload systems. The Company also incurs subcontract direct materials and external labor costs to build and test
specific components such as the communications system, payload demands and sensor integration.

Stock-Based Compensation

Restricted Stock Awards and Restricted Stock Units

The estimated fair value of RSAs and RSUs are measured based on the grant date fair value of the Company’s Class A common stock. In order to determine the fair
value of its Class A common stock on the date of grant and prior to the Merger, Legacy BlackSky historically performed a valuation analysis using a combination of market
and income approaches. Subsequent to the Merger, the Company uses the New York Stock Exchange (“NYSE”) trading price as the fair value of the Class A common stock
for valuation purposes. For all awards for which vesting is only subject to a service condition, including those subject to graded vesting, the Company has elected to use the
straight-line method to recognize the fair value as compensation cost over the requisite service period.

Certain of the Company’s outstanding RSUs had performance vesting conditions that were triggered upon the consummation of the Merger. Therefore, since the
performance conditions attributable to these RSUs had been met, the Company commenced recording the associated compensation expense, inclusive of a catch-up amount
for the service period between their grant date and satisfaction of the performance condition, as of the closing of the Merger. The fair value of the RSUs that include a
performance condition is recognized as compensation expense over the requisite service period using the accelerated attribution method, which accounts for RSUs with
discrete vesting dates as if they were a separate award. Expense related to stock-based payments is classified in the unaudited condensed consolidated statements of
operations and comprehensive loss based upon the classification of each employees’ cash compensation.

Stock Options

The Company uses the Black-Scholes option pricing model to value all options and the straight-line method to recognize the fair value as compensation cost over the
requisite service period. The fair value of each option granted was estimated as of the date of grant. The Company granted options in the three and six months ended June 30,
2022. The Company uses the following inputs when applying the Black-Scholes option pricing model:

Expected Dividend Yield . The Black-Scholes valuation model requires an expected dividend yield as an input. The dividend yield is based on historical experience and
expected future changes. The Company currently has no plans to pay dividends on its Class A common stock.

Expected Volatility. The Company does not have enough historical share price history, therefore, the expected volatility was estimated based upon the historical share
price volatility of comparable publicly traded companies.

Risk-free Interest Rate. The yield on actively traded non-inflation indexed U.S. Treasury notes was used to extrapolate an average risk-free interest rate based on the
expected term of the underlying grants.

Expected Term. For options granted in 2021 and 2022, since there is not a history of option exercises as a public company, the Company considered the option vesting
terms and contractual period, as well as the demographics of the holders, in estimating the expected term. For options granted prior to 2021, the expected term was the
estimated duration to a liquidation event based on a weighted average consideration of the most likely exit prospects for that stage of development. Legacy BlackSky was
privately funded and, accordingly, the lack of marketability was factored into the expected term of options granted. The Company will review its estimate in the future and
adjust it, if necessary, due to changes in the Company’s historical exercises.
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The most significant assumption used to determine the fair value of the Legacy BlackSky equity-based awards was the estimated fair value of the Class A common stock
on the grant date. In order to determine the fair value of its Class A common stock on the date of grant and prior to the Merger, Legacy BlackSky historically performed a
valuation analysis using a combination of market and income approaches. Subsequent to the Merger, the Company uses the NYSE trading price as the fair value of the Class
A common stock for valuation purposes.

Legacy BlackSky historically adjusted the exercise price of certain outstanding stock options. For each award with an adjusted exercise price, Legacy BlackSky
calculated the incremental fair value, which was the excess of the fair value of the modified award over the fair value of the original award immediately before the
modification. The incremental fair value was recognized as stock-based compensation expense immediately to the extent that the modified stock option already had vested,
and for stock options that were not yet vested, the incremental fair value has been recognized as stock-based compensation expense over the remaining vesting period.

3. Accounting Standards Updates (“ASU”)

Accounting Standards Recently Adopted

In May 2021, the FASB issued ASU 2021-04, “Earnings per Share (Topic 260), Debt-Modifications and Extinguishments (Subtopic 470-50), Compensation-Stock
Compensation (Topic 718), and Derivatives and Hedging-Contracts in Entity’s Own Equity (Subtopic 815-40)”, which clarifies and reduces diversity in an issuer’s
accounting for modifications or exchanges of freestanding equity-classified written call options (for example, warrants) that remain equity classified upon modification or
exchange. This ASU is effective for all entities for fiscal years beginning after December 15, 2021, including interim periods within those fiscal years. An entity should apply
the amendments prospectively to modifications or exchanges occurring on or after the effective date of the amendments. Early adoption is permitted for all entities, including
adoption in an interim period. The Company adopted this guidance as of January 1, 2022 and this guidance is not expected to impact the Company unless it modifies or
exchanges freestanding financial instruments within the scope of the guidance subsequent to adoption.

Accounting Standards Recently Issued But Not Yet Adopted

In February 2016, the FASB issued ASU 2016-02 “Leases”. The amendments in this update require the recognition of lease assets and lease liabilities on the balance
sheet, as well as certain qualitative disclosures regarding leasing arrangements. The guidance requires the use of the modified retrospective method, with the cumulative
effect of initially applying these updates recognized at the date of initial application. The guidance was effective for public business entities for annual periods, including
interim periods within those fiscal years, beginning after December 15, 2018, with early adoption permitted. For all other entities, the guidance is effective for fiscal years
beginning after December 15, 2021, and for interim periods beginning after December 15, 2022, with early adoption permitted. As of June 30, 2022, the Company holds
emerging growth company status, as such it is permitted to present the impact of the new guidance in its annual statement as of December 31, 2022 and interim statements
thereafter. The Company is currently in the process of evaluating the adoption impact but expects the adoption of the standard to have a material impact to the unaudited
condensed consolidated balance sheets, since the Company will be required to report operating leases in the unaudited condensed consolidated balance sheets for the first
time. The Company is in the process of its adoption efforts and cannot yet reasonably estimate the impact to the consolidated financial statements.

In June 2016, the FASB issued ASU No. 2016-13, “Financial Instruments - Credit Losses (Topic 326): Measurement of Credit Losses on Financial Instruments”. The
amendments in this update are primarily for entities holding financial assets and net investment leases measured under an incurred loss impairment methodology. A new
methodology must be adopted to reflect expected credit losses and requires consideration of a broader range of reasonable and supportable information to inform credit loss
estimates, which would include losses on trade accounts receivable. This ASU requires modified retrospective application. The guidance is effective for public business
entities that are not smaller reporting companies for fiscal years beginning after December 15, 2019, including interim periods therein. For all other entities, the guidance is
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effective for fiscal years beginning after December 15, 2022, including interim periods therein. The Company is currently in the planning stage and, as a emerging growth
status company, will adopt the guidance on January 1, 2023. The Company has not yet determined the potential impact, if any, that this guidance will have on its
consolidated financial statements.

In December 2019, the FASB issued ASU No. 2019-12, Income Taxes (Topic 740): “Simplifying the Accounting for Income Taxes”. The amendments in this update are
intended to simplify various aspects related to accounting for income taxes. This ASU removes certain exceptions to the general principles in Topic 740 and also clarifies and
amends existing guidance to improve consistent application. This ASU can be applied on a retrospective, modified retrospective or prospective basis. The guidance is
effective for all public business entities for fiscal years beginning after December 15, 2020, including interim periods therein. For all other entities, the guidance is effective
for fiscal years beginning after December 15, 2021, and for interim periods beginning after December 15, 2022. Early adoption is also permitted. As of June 30, 2022, the
Company holds emerging growth company status, as such it is permitted to present the impact of the new guidance in its annual statement as of December 31, 2022 and
interim statements thereafter. The Company is currently in the process of evaluating the adoption impact and has not yet determined the potential impact, if any, that this
guidance will have on its consolidated financial statements.

4. Revenue

Disaggregation of Revenue

The Company earns revenue through the sale of imagery and software analytical services and engineering and systems integration. The Company’s management
primarily disaggregates revenue as follows: (i) imagery; (ii) data, software and analytics; and (iii) engineering and integration. This disaggregation allows the Company to
evaluate market trends in certain imagery and software analytical services and engineering and systems integration services. These offerings currently have both recurring
and non-recurring price attributes, particularly the engineering and systems integration offerings.

The following table disaggregates revenue by type of imagery and software analytical services and engineering and integration for the three and six months ended
June 30, 2022 and 2021:

Three Months Ended June 30, Six Months Ended June 30,
2022 2021 2022 2021

(in thousands)
Imagery $ 6,833 $ 1,384 $ 10,443 $ 2,848 
Data, software and analytics 6,517 3,733 12,679 8,267 
Engineering & integration 1,752 2,248 5,876 3,544 
Total revenue $ 15,102 $ 7,365 $ 28,998 $ 14,659 

The approximate revenue based on geographic location of customers is as follows for the three and six months ended June 30, 2022 and 2021:

Three Months Ended June 30, Six Months Ended June 30,
2022 2021 2022 2021

(in thousands)
US $ 12,437 $ 6,236 $ 23,584 $ 12,359 
Middle East 782 694 1,376 1,380 
Asia 1,584 312 3,578 770 
Other 299 123 460 150 
Total revenue $ 15,102 $ 7,365 $ 28,998 $ 14,659 
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Revenue from significant customers for the three and six months ended June 30, 2022 and 2021 is as follows:

Three Months Ended June 30, Six Months Ended June 30,
2022 2021 2022 2021

(in thousands)
U.S. federal government and agencies $ 12,162 $ 6,188 $ 23,225 $ 12,307 
International government 2,742 1,177 5,487 2,352 
Commercial and other 198 — 286 — 
Total revenue $ 15,102 $ 7,365 $ 28,998 $ 14,659 

As of June 30, 2022 and December 31, 2021, accounts receivable consisted of the following:

June 30, December 31,
2022 2021

(in thousands)
U.S. federal government and agencies $ 3,041 $ 2,576 
International government 341 76 
Commercial and other 35 16 
Allowance for doubtful accounts — (39)
Total accounts receivable $ 3,417 $ 2,629 

Backlog

Backlog represents the future sales we expect to recognize on firm orders received by the Company and is equivalent to the Company’s remaining performance
obligations at the end of each period. It comprises both funded backlog (firm orders for which funding is authorized and appropriated) and unfunded backlog. The Company's
Backlog excludes unexercised contract options. As of June 30, 2022, the Company had $108.0 million of backlog, which represents the transaction price of executed
contracts less inception to date revenue recognized. The Company expects to recognize revenue relating to our backlog, of which a portion is recorded in deferred revenue in
the unaudited condensed consolidated balance sheets, of $30.8 million, $45.6 million, and $31.6 million in the six months ending December 31, 2022, fiscal year 2023, and
thereafter, respectively.
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5. Contract Assets and Liabilities

The components of contract assets and contract liabilities consisted of the following:

June 30, December 31,
2022 2021

(in thousands)
Contract assets - current
Unbilled revenue $ 5,091 $ 788 
Contract assets 411 890 
Total contract assets - current $ 5,502 $ 1,678 

Contract liabilities - current
Deferred revenue - short-term $ 4,260 $ 11,082 
Other contract liabilities 671 184 
Total contract liabilities - current $ 4,931 $ 11,266 

Contract liabilities - long-term $ — $ — 
Deferred revenue - long-term — 568 
Total contract liabilities - long-term $ — $ 568 

Deferred revenue and other contract liabilities are reported as contract liabilities in the accompanying unaudited condensed consolidated balance sheets. Contract
liabilities include payments received and billings made in advance of the satisfaction of performance obligations under the contract and are realized when the associated
revenue is recognized under the contract. Contract assets include (i) unbilled revenue, which is the amount of revenue recognized in excess of the amount billed to customers,
where the rights to payment are not just subject to the passage of time; and (ii) costs incurred to fulfill contract obligations. Other contract assets and other contract liabilities
primarily relate to contract commissions on customer contracts.

Changes in short-term and long-term contract assets and contract liabilities for the six months ended June 30, 2022 were as follows:

Contract Assets Contract Liabilities
(in thousands)

Balance on January 1, 2022 $ 1,678 $ 11,834 
Billings or revenue recognized that was included in the beginning balance (788) (9,153)
Changes in contract assets or contract liabilities, net of reclassification to receivables 5,091 (756)
Cumulative catch-up adjustment arising from changes in estimates to complete — 2,163 
Cumulative catch-up adjustment arising from contract modification — 356 
Changes in costs to fulfill and amortization of commission costs (479) — 
Changes in contract commission costs — 487 
Balance on June 30, 2022 $ 5,502 $ 4,931 

6. Equity Method Investments

LeoStella

The Company accounts for its investment in LeoStella as an equity method investment. The Company did not make any additional capital investments in LeoStella
during the three and six months ended June 30, 2022 or 2021. During the six months ended June 30, 2022 and 2021, the Company remitted $17.1 million and
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$11.2 million, respectively, of payments to LeoStella for satellite manufacturing and satellite software development.

X-Bow

In 2017, the Company entered into a stock subscription and technology transfer agreement with X-Bow, whereby the Company assigned and transferred certain
intellectual property rights owned by the Company to X-Bow in exchange for 13.5 million shares of X-Bow, a strategic investment in a space technology company
specializing in additive manufacturing of solid rocket motors. As of June 30, 2022, the Company's interest in X-Bow was 15.1%.

The following tables present summarized financial information for the Company’s equity method investments as of June 30, 2022 and December 31, 2021 and for the
three and six months ended June 30, 2022 and 2021.

June 30, December 31,
Summarized balance sheets 2022 2021

(in thousands)
Current assets $ 64,252 $ 60,652 
Non-current assets 7,280 5,798 
Total assets $ 71,532 $ 66,450 

Current liabilities $ 29,373 $ 39,612 
Noncurrent liabilities 475 706 
Total liabilities $ 29,848 $ 40,318 

Three Months Ended June 30, Six Months Ended June 30,
Summarized statements of operations 2022 2021 2022 2021

(in thousands)
Revenue $ 14,526 $ 14,355 $ 31,259 $ 20,739 
Net income 965 1,492 1,066 2,160 

Current assets of the Company’s equity method investees primarily consisted of inventories of $8.4 million and $17.0 million as of June 30, 2022 and December 31,
2021, respectively. Total liabilities of the Company’s equity method investees primarily consisted of customer advances of $ 24.8 million and $35.2 million as of June 30,
2022 and December 31, 2021, respectively.

The revenue related to equity method investments attributable to related parties was $14.5 million and $22.6 million for the three and six months ended June 30, 2022,
respectively. The revenue related to equity method investments attributable to related parties was $8.4 million and $14.8 million for the three and six months ended June
30, 2021, respectively. The Company had differences between the carrying value of its equity method investments and the underlying equity in the net assets of the investees
of $3.2 million as of June 30, 2022 and $2.9 million as of December 31, 2021. The difference is the result of the elimination of upstream intra-entity profits from the sale of
satellites.

7. Discontinued Operations

On June 12, 2020, the Company completed the sale of 100% of its equity interests in Spaceflight to M&Y Space. Under a transition services agreement, the Company
provides, post-closing transition services to Spaceflight, including, but not limited to, the sublease of the Company’s office facility in Seattle, Washington and common area
maintenance fees related to the sublease.
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Settlement Arrangement for the Sale of the Spaceflight

On March 30, 2021, the Company settled certain disputes with respect to the purchase price in the total amount of $6.8 million, which was accrued as a liability as of
December 31, 2020. The Company paid the settlement amount in two tranches—(i) $2.0 million on April 1, 2021 and (ii) the remaining $4.8 million was triggered at the
closing of the Merger. In April 2021, the Company also terminated a launch arrangement with Spaceflight and, as agreed upon by the parties, offset the amount due to M&Y
Space with a contractual refund of $3.9 million of which the net amount of $819 thousand was settled for cash in September 2021. As a result, the Company recorded a
reduction to the accrued liability and a reduction to satellite procurement in the unaudited condensed consolidated balance sheet as of December 31, 2021.

The following summarizes the components of the loss from discontinued operations, net of income taxes, that the Company has reported in the unaudited condensed
consolidated statements of operations and comprehensive loss. The Company recognized an unfavorable working capital adjustment of $1.0 million during the three and six
months ended June 30, 2021 primarily related to a potential shortfall in accounts receivable in the closing balance sheet delivered to M&Y Space.

Three and six months ended June 30,
2022 2021

(in thousands)
Major classes of line items constituting loss from discontinued operations:
Revenue - launch services $ — $ — 
Total operating costs and expenses — — 
Operating loss — — 
Loss from discontinued operations, before income taxes — — 
Loss on disposal of discontinued operations — (1,022)
Total loss from discontinued operations, net of income taxes — (1,022)

8. Property and Equipment - net

The following summarizes property and equipment - net as of:

June 30, December 31,
2022 2021

(in thousands)
Satellites $ 116,210 $ 93,709 
Software 3,718 —
Software development in process 2,595 —
Computer equipment 1,864 1,372
Office furniture and fixtures 708 744
Other equipment 685 682
Site equipment 1,718 1,393
Ground station equipment 111 111

Total 127,609 98,011
Less: accumulated depreciation (43,710) (27,460)
Property and equipment — net $ 83,899 $ 70,551 
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Depreciation of property and equipment from continuing operations was $9.0 million and $3.2 million, for the three months ended June 30, 2022 and 2021, respectively,
and $16.3 million and $5.6 million for the six months ended June 30, 2022 and 2021, respectively. The Company disposed of property and equipment, which consisted of site
equipment, furniture and ground station equipment of $36 thousand and $0.7 million, during the six months ended June 30, 2022 and 2021, respectively, for a loss of $0 for
the three and six months ended June 30, 2022 and $0 and $24 thousand for the three and six months ended June 30, 2021, respectively.

9. Debt and Other Financing

The carrying value of the Company’s outstanding debt consisted of the following amounts:

June 30, December 31,
2022 2021

(in thousands)
Current portion of long-term debt $ — $ — 
Non-current portion of long-term debt 74,126 74,126 
Total long-term debt 74,126 74,126 
Unamortized debt issuance cost (1,701) (2,718)
Outstanding balance $ 72,425 $ 71,408 

The outstanding debt was solely comprised of loans from related parties with effective interest rates of 7.41% to 8.00%.

Bridge Notes and Related Transactions

On February 2, 2021, Legacy BlackSky amended its omnibus agreement dated June 27, 2018 (the “2021 Omnibus Amendment”). As a result of the amendment, Legacy
BlackSky was permitted to enter into additional indebtedness by issuing new subordinated, unsecured convertible promissory notes (the "Bridge Notes"), between February
2, 2021 and June 30, 2021, for up to an aggregate principal amount of $60 million.

During the period from February 2, 2021 through February 3, 2021, Legacy BlackSky completed the closing of its initial tranche of the Bridge Notes from existing
stockholders. The aggregate principal amount of the Bridge Notes issued in the initial tranche was $18.1 million. All investors participating in the initial tranche also received
incentive equity equal to seven shares of class A common stock of Legacy BlackSky for each dollar invested. Certain investors participating in the initial tranche additionally
received warrants exercisable for shares of Legacy BlackSky class A common stock in amounts ranging from 0.14% of Legacy BlackSky’s fully-diluted share capital for
each dollar invested divided by $1.0 million to 3.5% of Legacy BlackSky’s fully-diluted share capital (Note 10). On February 18, 2021, the Company completed the closing
of a second tranche of the Bridge Notes, raising an aggregate principal amount of $40.0 million from an existing stockholder and from new investors. Participants in the
second tranche did not receive shares of Legacy BlackSky class A common stock or warrants to purchase Legacy BlackSky class A common stock.

Upon the closing of the two previously mentioned tranches, $1.9 million of Bridge Notes remained available to be offered to certain shareholders under terms similar to
the initial tranche pursuant to a rights offering (“Rights Offering”). The Company subsequently completed the Rights Offering in June 2021 with a total of $0.5 million
additional investment, resulting in final aggregate proceeds of $58.6 million in principal investments pursuant to the Bridge Notes. As the terms of the Rights Offering were
substantially identical to those offered in the initial tranche of the Bridge Notes, participants received seven shares of the Legacy BlackSky's class A common stock for each
dollar invested, as well as warrants.

The Bridge Notes, in all three tranches, bore interest at a rate of 10% and had a maturity date of April 30, 2025. There were no covenants in the Bridge Notes that were
tied to financial metrics. The Company made an irrevocable election to carry the Bridge Notes at fair value.

In connection with the Merger, all of the Company’s issued and outstanding Bridge Notes were converted into Legacy BlackSky class A common stock at a conversion
price of 80% of the deemed value of a single
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Legacy BlackSky class A common share and, immediately thereafter, those Legacy BlackSky class A common shares were exchanged for Osprey class A common shares
based the class A common stock exchange ratio. As of December 31, 2021, the Company had no convertible Bridge Notes outstanding.

In connection with the 2021 Omnibus Amendment, the investors guaranteeing the Silicon Valley Bank (“SVB”) line of credit further reaffirmed their guarantees and
received a one-time issuance of seven shares of Legacy BlackSky class A common stock for every dollar guaranteed. Additionally, Legacy BlackSky agreed to pay a fee to
each of its senior secured lenders (“Consent Fees”). The Consent Fees were payable in either cash or shares of Legacy BlackSky’s class A common stock at the choice of the
lender. The Consent Fees were considered variable share-settled liabilities and were recorded at fair value. All of the Consent Fees were settled for cash at the closing of the
Merger.

The following table summarizes the additional shares of Legacy BlackSky class A common stock and warrants to purchase Legacy BlackSky class A common stock
issued as a result of the Bridge Notes.

Legacy BlackSky Class A
Common Stock

Legacy BlackSky Class A
Common Stock Warrants

(in thousands)
Issued to SVB guarantors 8,485 — 
Issued in connection with the initial tranche of Bridge Notes 11,544 3,873 
Issued as incentive shares and as incentive warrants, in connection with the Rights Offering 314 51 
Total 20,343 3,924 

(1) Issuance of class A common stock and class A common stock warrants has been retroactively restated to give effect to the reverse recapitalization.

In connection with the Merger, all issued and outstanding Legacy BlackSky Bridge Notes and class A common stock warrants granted in accordance with the Bridge
Notes were automatically exercised into Legacy BlackSky class A common stock and those shares were exchanged for the Company's common shares at the exchange rate
applicable to the Company’s common stock.

Loans from Related Parties

After the Merger, the Company’s primary debt (and its sole secured debt) consists of its amended and restated loan and security agreement dated October 31, 2019, as
amended or modified from time to time, with Intelsat Jackson Holdings SA (“Intelsat”) and Seahawk SPV Investment LLC (“Seahawk”). Interest accrues on the amounts
outstanding under this facility at a fixed rate of 4% until October 31, 2022, 9% from November 1, 2022 to October 31, 2023, and 10% from November 1, 2023 to the
maturity date of October 31, 2024. During the 4% interest period, the amount of accrued interest is added, on a pro-rata basis, to the outstanding principal amount of each
lender’s advances on October 31, 2020, October 31, 2021, and October 31, 2022. Thereafter, interest is payable in cash semi-annually in arrears commencing on May 1,
2023. This facility is secured by substantially all of the Company’s assets, is guaranteed by the Company’s subsidiaries, and contains customary covenants and events of
default. There are no covenants tied to financial metrics.

Fair Value of Debt

The estimated fair value of all of the Company’s outstanding long-term debt was $68.8 million and $76.1 million as of June 30, 2022 and December 31, 2021,
respectively, which is different than the historical costs of such long-term debt as reflected in the Company’s unaudited condensed consolidated balance sheets.

(1) (1)
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The fair value of the long-term debt was estimated using Level 3 inputs, based on interest rates available for debt with terms and maturities similar to the Company’s existing
debt arrangements and credit rating.

Compliance with Debt Covenants

As of June 30, 2022, all debt instruments contain customary covenants and events of default. There are no covenants tied to financial metrics and the Company was in
compliance with all non-financial covenants as of June 30, 2022.

10. Equity Warrants Classified as Derivative Liabilities

Equity warrants that are classified as derivative liabilities must be measured at fair value upon issuance and re-valued at the end of each reporting period through
expiration and are included in derivative liabilities in the Company's unaudited condensed consolidated balance sheets. Any change in fair value between the respective
reporting dates is recognized as an unrealized gain or loss in the accompanying unaudited condensed consolidated statements of operations and comprehensive loss (Note
16). In the six months ended June 30, 2022, the Company's derivative liabilities were made up of only the equity warrants and the Sponsor Shares. In the six months ended
June 30, 2021, the Company's derivative liabilities included warrants, Consent Fees from the Bridge Notes (see Note 9) and Legacy BlackSky preferred stock warrants.

The following table is a summary of the number of shares of the Company’s Class A common stock issuable upon exercise of warrants at June 30, 2022:

Number of Shares Exercise Price Redemption Price Expiration Date Classification

Gain (loss) in value
for the six months

ended June 30, 2022
Fair Value at
June 30, 2022

(in thousands) (in thousands)
Public Warrants 15,813 $ 11.50 $ 18.00 9/9/2026 Liability $ 2,214 $ 6,483 
Private Placement Warrants 4,163 $ 11.50 $ 18.00 9/9/2026 Liability 249 2,248 
Private Placement Warrants 4,163 $ 20.00 $ 18.00 9/9/2026 Liability (416) 1,415 

In addition, the Company has 1.8 million Class A common stock warrants outstanding which have an exercise price of $0.11 and expiration dates from June 27, 2028 to
October 31, 2029. These warrants are equity classified and are included in additional paid-in capital in the Company’s unaudited condensed consolidated balance sheets.

11. Other (Expense) Income

Three months ended June 30, Six months ended June 30,
2022 2021 2022 2021

(in thousands)
Loss on issuance of Bridge Notes tranche one $ — $ — $ — $ (84,291)
Loss on issuance of Bridge Notes tranche two — — — (12,185)
Loss on issuance of Bridge Notes Rights Offering — (3,193) — (3,193)
Debt issuance costs expensed for debt carried at fair value — (95) — (47,718)
Other (42) 9 (40) 17 

$ (42) $ (3,279) $ (40) $ (147,370)

In February 2021, Legacy BlackSky issued Bridge Notes in two tranches (Note 9). The first tranche of the Bridge Notes were issued at par to several existing investors at
a principal amount of $18.1 million and a fair value of $24.2 million. Additionally, certain investors in the first tranche of Bridge Notes received 11.5 million shares of
Legacy BlackSky class A common stock with a fair value of $59.8 million and warrants to purchase
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3.9 million shares of Legacy BlackSky class A common stock with a fair value of $18.4 million. The transaction involved investments primarily by the existing Legacy
BlackSky investors at that time. Legacy BlackSky, which had an external valuation performed on the Bridge Notes, Legacy BlackSky class A common stock, and Legacy
BlackSky warrants, determined that the fair value of the financial instruments issued exceeded the cash proceeds received. Since no unstated rights and/or privileges were
identified with the first tranche of the Bridge Notes, Legacy BlackSky recorded a loss on issuance of $84.3 million.

The second tranche of the Bridge Notes were issued at par to several new investors and an existing investor at a principal amount of $40.0 million and a fair value of
$52.2 million, resulting in a loss on issuance of $12.2 million.

Legacy BlackSky incurred and expensed $47.6 million in debt issuance costs related to the Bridge Notes issued in February 2021 and the modification of existing debt
arrangements at that time. These debt issuance costs consisted of 8.5 million shares of Legacy BlackSky class A common stock valued at $43.9 million that were issued to
certain guarantors in conjunction with modification of Legacy BlackSky’s SVB line of credit and $3.7 million paid to third-parties in cash.

The debt issuance costs were expensed because the Bridge Notes were being carried on the balance sheet at fair value. The modification of existing debt did not qualify
as a troubled debt restructuring, nor did it result in the extinguishment of the debt.

12. Stockholders’ Equity

Class A Common Stock

As of June 30, 2022, the Company was authorized to issue 300.0 million shares of Class A common stock and 100.0 million shares of preferred stock.

Issued and outstanding stock as of June 30, 2022 consisted of 120.9 million and 118.5 million shares of Class A common stock, respectively. The par value of each share
of the class A common stock is $0.0001 per share.

The Company had reserved shares of Class A common stock for issuance in connection with the following:

June 30, December 31,
2022 2021

(in thousands)
Common stock warrants (exercisable for class A common stock) treated as equity 1,770 1,770 
Stock options outstanding 4,690 5,022 
Restricted stock units outstanding 6,848 10,959 
Public Warrants (exercisable for class A common stock) treated as liability 15,813 15,813 
Private Placement Warrants (exercisable for class A common stock) treated as liability 8,325 8,325 
Shares available for future grant 141,628 140,951 

Total class A common stock reserved 179,074 182,840 
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The Company has approximately 2.4 million Sponsor Earn-Out Shares that are subject to specific lock-up provisions and potential forfeitures depending upon the post-
Merger performance of the Company’s Class A common stock, and therefore, are required to be recorded as derivative liabilities at their fair value and adjusted to fair value
at each reporting period. As a result, as of June 30, 2022 and December 31, 2021, the Company's derivative liabilities in the unaudited condensed consolidated balance sheets
included Sponsor Shares of $3.3 million and $4.7 million, respectively. The Company recorded a $1.4 million gain on derivatives in the Company’s unaudited condensed
consolidated statements of operations and comprehensive loss for the six months ended June 30, 2022 related to the fair value adjustments of these Sponsor Earn-Out Shares.
The Sponsor Earn-Out Shares have the following provisions:

Terms
Contractual Life Seven years from the closing date of the Merger

Release Provision Exactly half of the Sponsor Earn-Out Shares have a release provision ("Release") at such time that the volume weighted
average price ("VWAP") is equal to, or greater than, $15.00 per share for ten of any twenty consecutive trading days. The
remaining Sponsor Shares Release at such time that the VWAP is equal to, or greater than, $17.50 per share for the of any
twenty consecutive trading days. There is an additional provision for acceleration of the Release upon a defined change in
control.

Forfeiture Provision If, within the seven year period, the Sponsor Earn-Out Shares have not met the Release provisions, the Sponsor Earn-Out
Shares will automatically forfeit and be cancelled.

13. Net Loss Per Share of Class A Common Stock

The following table includes the calculation of basic and diluted net (loss) income per share:

Three Months Ended June 30, Six Months Ended June 30,
2022 2021 2022 2021

(in thousands except per share information)
Loss from continuing operations $ (26,278) $ (34,563) $ (46,266) $ (203,119)
Loss from discontinued operations — (1,022) — (1,022)
Net loss available to common stockholders $ (26,278) $ (35,585) $ (46,266) $ (204,141)

Basic and diluted net loss per share - continuing operations $ (0.22) $ (0.61) $ (0.40) $ (3.87)
Basic and diluted net loss per share - discontinued operations — (0.02) — (0.02)
Basic and diluted net loss per share $ (0.22) $ (0.63) $ (0.40) $ (3.89)

Shares used in the computation of basic and diluted net loss per share 118,112 56,704 116,803 52,434 
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The potentially dilutive securities listed below were not included in the calculation of diluted weighted average common shares outstanding, as their effect would have
been anti-dilutive during the three and six months ended June 30, 2022 and 2021.

Three and six months ended June 30,
2022 2021

(in thousands)
Restricted class A common stock 100 580 
Common Stock warrants 1,770 11,331 
Stock options 4,690 2,643 
Restricted stock units 6,848 8,946 
Public Warrants (exercisable for class A common stock) treated as liability 15,813 — 
Private Placement Warrants (exercisable for class A common stock) treated as liability 8,325 — 
Sponsor earn-out shares 2,372 — 
Series A redeemable convertible preferred stock — 789 
Series B and B-1 redeemable convertible preferred stock — 4,714 
Series C redeemable convertible preferred stock — 20,189 
2021 Convertible Bridge Notes as converted into common stock — 7,870 
Class A common stock warrants (exercisable for common stock) treated as liability — 3,917 
Class A common stock warrants (as exercised for Class A Common Stock) treated as liability in connection with the Rights
Offering — 52 

Common stock issuable for consent fees treated as a liability — 315 
Series B preferred stock warrants — 117 
Series C preferred stock warrants — 97 

14. Stock-Based Compensation

The Company adopted two equity incentive plans in prior years. Legacy BlackSky issued equity and equity-based awards under its 2014 stock incentive plan (the “2014
Plan”) and 2011 stock incentive plan (the “2011 Plan”, together with the 2014 Plan, collectively the “Plans”), which are now administered by the Company’s board of
directors. The Plans are no longer active; however, outstanding awards granted under these Plans will not be affected. Both Plans allowed the board of directors to grant stock
options, designated as incentive or nonqualified, and stock awards to employees, officers, directors, and consultants. Stock options were granted with an exercise price per
share equal to at least the estimated fair value of the underlying class A common stock on the date of grant. The vesting period was determined through individual award
agreements and was generally over a four-year period. Awards generally expired 10 years from the date of grant. As of June 30, 2022, the Company had 41 thousand and 1.6
million options outstanding, respectively, under the 2011 and 2014 Plans.
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The stock-based compensation expense attributable to continuing operations was included in the unaudited condensed consolidated statements of operations and
comprehensive loss as follows:

Three Months Ended June 30, Six Months Ended June 30,
2022 2021 2022 2021

(in thousands)
Imagery & software analytical service costs, excluding depreciation and amortization $ 304 $ — $ 1,105 $ — 
Engineering & systems integration costs, excluding depreciation and amortization 44 — 165 — 
Selling, general and administrative 2,638 264 11,956 772 
Total stock-based compensation expense $ 2,986 $ 264 $ 13,226 $ 772 

For the three and six months ended June 30, 2021, the Company did not record any stock-based compensation expense for the restricted stock units ("RSU"s) granted
during that time for which vesting only commenced upon satisfaction of a performance condition. This performance condition attributable to the RSUs was not deemed
probable until occurrence of the Merger as the Merger was not within the control of Legacy BlackSky. Additionally, the Company recorded stock-based compensation related
to capitalized internal labor for software development activities of $0.4 million and $0 during the three months ended June 30, 2022 and 2021, respectively, and $1.0 million
and $0 during the six months ended June 30, 2022 and 2021, respectively. These amounts are included in property, plant, and equipment - net on the unaudited condensed
consolidated balance sheets.

Stock Options

Following the Merger, the outstanding stock options issued under the 2014 Plan may be exercised (subject to their original vesting, exercise and other terms and
conditions) to purchase a number of shares of class A common stock equal to the number of shares of Legacy BlackSky class A common stock, as adjusted for the common
stock exchange ratio, subject to the same terms and conditions as were applicable to such Legacy BlackSky stock option (each an “Assumed Company Stock Option”). The
exercise price per share of each Assumed Company Stock Option was equal to the quotient obtained by dividing the exercise price per share applicable to such Legacy
BlackSky stock option by the common stock exchange ratio.

The Black-Scholes option pricing model is used to determine the fair value of options granted. The Company utilized assumptions concerning expected term, a risk-free
interest rate, and expected volatility to determine such values. A summary of the weighted-average assumptions used by the Company is presented below for the six months
ended June 30, 2022; there were no stock options awarded during the six months ended June 30, 2021:

Fair value per common share $2.10
Weighted-average risk-free interest rate 3.20 %
Volatility 33.90 %
Expected term (in years) 8.0
Dividend rate 0 %

Legacy BlackSky historically adjusted the exercise price of certain outstanding stock options. For each award with an adjusted exercise price, Legacy BlackSky
calculated the incremental fair value, which was the excess of the fair value of the modified award over the fair value of the original award immediately before the
modification. The incremental fair value was recognized as stock-based compensation expense immediately to the extent that the modified stock option already had vested,
and for stock options that were not yet vested, the incremental fair value has been recognized as stock-based compensation expense over the remaining vesting period.
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A summary of the Company’s stock option activity under the Plans during the six months ended June 30, 2022 is presented below:

Options
Weighted-Average

Exercise Price
Weighted Average
Contractual Term

Aggregate Intrinsic
Value

(in thousands) (in years) (in thousands)
Outstanding - January 1, 2022 5,022 $ 4.4914 

Granted 294 2.1000 
Exercised (584) 0.0431 
Forfeited (42) 0.0121 

Outstanding - June 30, 2022 4,690 4.9357 8.52 $ 3,310 

Exercisable - June 30, 2022 1,005 0.5100 6.56 1,810

For options exercised, intrinsic value is calculated as the difference between the estimated fair value on the date of exercise and the exercise price. The total intrinsic
value of options exercised during the six months ended June 30, 2022 and 2021 was $1.5 million and $4.4 million, respectively. The total fair value of options vested during
the six months ended June 30, 2022 and 2021 was $0.2 million and $0.4 million, respectively.

As of June 30, 2022, there was $2.8 million of total unrecognized compensation cost, which is expected to be recognized over a weighted-average period of 3.3 years.

Restricted Stock Awards

In the year ended December 31, 2020, the Company granted restricted stock awards ("RSA")s, which vest based upon the individual award agreements and generally
vest over a three to four-year period. These shares are deemed issued as of the date of grant, but not outstanding until they vest. The Company intends to settle the RSAs in
stock, and the Company has the shares available to do so.

A summary of the Company’s nonvested RSA activity during the six months ended June 30, 2022 is presented below:

Restricted Stock Awards
Weighted-Average

Grant-Date Fair Value
(in thousands)

Nonvested - January 1, 2022 335 $ 0.0121 
Vested (156) 0.0121 
Canceled (79) 0.0121 

Nonvested - June 30, 2022 100 0.0121 

The Company has not granted any RSAs since 2020.

As of June 30, 2022, there was $1 thousand of total unrecognized compensation cost related to nonvested RSAs granted under the Plan, which is expected to be
recognized over a weighted-average period of 1.7 years. The total grant date fair value of shares vested during the six months ended June 30, 2022 was $2 thousand.
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Restricted Stock Units

The Company granted an aggregate of 1.4 million RSUs to certain employees and service providers during the six months ended June 30, 2022 under the 2021 Plan. The
general vesting provisions are that 25% will vest on the one-year anniversary of the vesting commencement date and 75% will vest ratably over twelve consecutive quarters
on specified quarterly vesting dates, with the first of such quarterly vesting dates occurring at least three months after the vesting of the initial 25% of the RSUs. During
March 2022, 155 thousand RSUs were granted with a different vesting schedule, whereby 50% will be vest annually on the anniversary of the vesting commencement date.

A summary of the Company’s nonvested RSU activity during the six months ended June 30, 2022 is presented below:

Restricted Stock Units
Weighted-Average

Grant-Date Fair Value
(in thousands)

Nonvested - January 1, 2022 10,959 $ 6.7675 
Granted 1,429 1.8851 
Vested (5,336) 6.9981 
Canceled (204) 6.7167 

Nonvested - June 30, 2022 6,848 5.5709 

A significant portion of the pre-Merger RSU grants vested in accordance with the vesting schedule of 180 days subsequent to the Merger. During the six months ended
June 30, 2022, 2.1 million of the vested RSUs were used to satisfy payroll tax withholding obligations, which was recorded to additional paid-in capital totaling $4.0 million.
Unrecognized compensation costs related to nonvested restricted stock units totaled $18.9 million as of June 30, 2022, which is expected to be recognized over a weighted-
average period of 2.2 years.

15. Related Party Transactions

A summary of the Company’s related party transactions during the six months ended June 30, 2022 is presented below:

Amount Due to Related Party as of

June 30, December 31,
2022 2021

Name
Nature of

Relationship Description of the Transactions (in thousands)

Seahawk Debt Issuer In 2019, the Company raised and converted $18.4 million from prior debt into new, outstanding debt and
issued 13.5 million warrants to purchase Legacy BlackSky common stock.

$ 19,977 $ 19,977 

Intelsat Debt Issuer In 2019, the Company entered into a term loan facility for $50.0 million and issued 20.2 million warrants to
purchase Legacy BlackSky common stock.

54,149 54,149 
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Amount Due to Related Party as of

Total Payments in the six months ended June 30, June 30, December 31,

Nature of
Relationship

2022 2021 2022 2021

Name Description of the Transactions (in thousands)

LeoStella Joint Venture Design, development and manufacture of multiple satellites $ 17,149 $ 11,226 $ 1,537 $ 8,381 

X-Bow Equity Method
Investee

In 2017, the Company received stock in X-Bow. As of
June 30, 2022, the Company had a 15.1% investment in X-Bow and
had one Board seat. As described in Note 6, the Company has
engaged X-Bow to develop a rocket for the Company.

— 1,865 — 

Palantir
Technologies

Strategic Partner Multi-year software subscription agreement for $8.0 million 756 — — — 

Ursa Space
Systems

Strategic Partner The chairman of the Company’s board of directors, Will
Porteous, is also an investor and member of the board of directors of
Ursa Space Systems.

333 — — 83 

Interest on the term loan facility is accrued and compounded annually. No significant interest payments were made in the six months ended June 30, 2022 or 2021. The
Company had interest due to related parties in the amount of $2.0 million as of June 30, 2022, which has been recorded as accrued interest.

16. Fair Value of Financial Instruments

Recurring basis

The following tables present information about the Company’s liabilities that are measured at fair value on a recurring basis as of June 30, 2022 and December 31, 2021,
as well as indicate the fair value hierarchy level of the valuation techniques and inputs that the Company utilized to determine such fair value:

June 30, 2022
Quoted Prices in Active

Markets
Significant Other Observable

Input
Significant Other

Unobservable Inputs
(Level 1) (Level 2) (Level 3)

(in thousands)
Liabilities
Public Warrants $ 6,483 $ — $ — 
Private Placement Warrants — — 3,663 
Sponsor Shares — — 3,285 

$ 6,483 $ — $ 6,948 

December 31, 2021
Quoted Prices in Active

Markets
Significant Other Observable

Input
Significant Other Unobservable

Inputs
(Level 1) (Level 2) (Level 3)

(in thousands)
Liabilities
Public Warrants $ 8,697 $ — $ — 
Private Placement Warrants — — 3,496 
Sponsor Shares — — 4,732 

$ 8,697 $ — $ 8,228 

The carrying values of the following financial instruments approximated their fair values as of June 30, 2022 and December 31, 2021 based on their maturities: cash and
cash equivalents, restricted cash, short-term investments, accounts receivable, prepaid expenses and other current assets, accounts payable, accrued liabilities, leases payable
and other current liabilities.
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There were no transfers into or out of any of the levels of the fair value hierarchy during the six months ended June 30, 2022 or 2021.

Changes in the fair value of the Level 3 liabilities during the six months ended June 30, 2021 of $15.5 million included the Private Placement Warrants, Sponsor Shares,
Legacy BlackSky preferred stock warrants and Consent Fees. The following is a summary of changes in the fair value of the Level 3 liabilities during the six months ended
June 30, 2022:

Sponsor Shares
Private Placement

Warrants
(in thousands)

Balance, January 1, 2022 $ 4,732 $ 3,496 
(Gain) loss from changes in fair value (1,447) 167 

Balance, June 30, 2022 $ 3,285 $ 3,663 

17. Commitments and Contingencies

Legal Proceedings

In the normal course of business, the Company may become involved in various legal proceedings which, by their nature, may be inherently unpredictable and which
could have a material effect in the unaudited condensed consolidated financial statements, taken as a whole.

As of June 30, 2022, the Company was not aware of any additional pending, or threatened, governmental actions or legal proceedings to which the Company is, or will
be, a party that, if successful, would result in a material impact to its business or financial condition or results of operations.

Other Contingencies

The Company analyzed its unique facts and circumstances related to potential obligations in a certain state jurisdiction, including the delivery nature of its prior year
intercompany services, payroll and other benefits-related services, current shared services between the parent and subsidiaries, and changing state laws and interpretations of
those laws, and has determined that the Company may have an indirect tax obligation.

The Company has continued correspondence with the applicable authorities in an effort toward identifying a taxpayer-favorable resolution of the potential liabilities. The
Company has recognized a liability including interest and penalties based on its best estimate as of June 30, 2022.

The following table summarizes the estimated indirect tax liability activity during the six months ended June 30, 2022:

(in thousands)
Balance, January 1, 2022 $ 737 
Payments — 
Adjustment to Expense 7 
Balance, June 30, 2022 $ 744 

The Company continues to analyze the additional obligations it may have, if any, and it will adjust the liability accordingly.

Other Commitments

The Company has commitments for multi-launch and integration services with launch services providers. As of June 30, 2022, the Company had a commitment for one
launch, to include up to 2 satellites at future
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estimated launch dates for $1.7 million. The terms of the arrangement also allows for the Company to remanifest the satellites if significant delays in excess of 365 days or
other inexcusable delays occur with the provider. Subsequent to remanifest efforts four months after the 365 days, the Company can request a refund of all recoverable costs.
Payment terms are 15 days from invoice date.

The company entered into a commitment during the six months ended June 30, 2022 to provide a minimum guarantee of $3.0 million to a vendor as part of a reseller
agreement in exchange for a license to promote and distribute products and services. We did not enter into any other material commitments during the six months ended
June 30, 2022.

18. Concentrations, Risks, and Uncertainties

The Company maintains all cash and cash equivalents with one financial institution. Financial instruments that potentially subject the Company to concentrations of
credit risk are primarily accounts receivable and cash deposits.

For the three months ended June 30, 2022 and 2021, revenue from customers representing 10% or more of the consolidated revenue from continuing operations was $7.1
million and $1.8 million, respectively, and $15.1 million and $6.1 million, respectively, for the six months ended June 30, 2022 and 2021. Accounts receivable related to
these customers as of June 30, 2022 and December 31, 2021 was $0.8 million and $1.3 million, respectively.

Revenue from the U.S. federal government and agencies was $12.1 million and $6.2 million for the three months ended June 30, 2022 and 2021, respectively, and $23.2
million and $12.3 million for the six months ended June 30, 2022 and 2021, respectively. Accounts receivable related to U.S. federal government and agencies was $3.0
million and $2.6 million as of June 30, 2022 and December 31, 2021, respectively.

The Company generally extends credit on account, without collateral. Outstanding accounts receivable balances are evaluated by management, and accounts are
reserved when it is determined collection is not probable. As of June 30, 2022 and December 31, 2021, the Company evaluated the realizability of the aged accounts
receivable, giving consideration to each customer’s financial history and liquidity position, credit rating and the facts and circumstances of collectability on each outstanding
account, and did not have a significant reserve for uncollectible account.

19. Subsequent Events

The Company evaluated subsequent events through August 10, 2022 and determined that there have been no events that have occurred that would require adjustments to
our disclosures or the unaudited condensed consolidated financial statements.

32



Table of Contents

ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis of our financial condition and results of operations should be read in conjunction with our consolidated financial statements and
related notes appearing elsewhere in this Quarterly Report on Form 10-Q. As discussed in the section titled “Special Note Regarding Forward Looking Statements,” the
following discussion and analysis contains forward looking statements that involve risks and uncertainties, as well as assumptions that, if they never materialize or prove
incorrect, could cause our results to differ materially from those expressed or implied by such forward-looking statements. Factors that could cause or contribute to these
differences include, but are not limited to, those discussed in the section titled “Risk Factors” under Part I, Item IA of our Annual Report on Form 10-K. Unless the context
otherwise requires, references in this “Management’s Discussion and Analysis of Financial Condition and Results of Operations” to “BlackSky”, “the Company”, “we”, “us”
and “our” refer to the business and operations of Legacy BlackSky and its consolidated subsidiaries prior to the Merger and to BlackSky Technology Inc. and its consolidated
subsidiaries, following the closing of the Merger.

General Overview

On September 9, 2021, Osprey consummated the Merger with Legacy BlackSky. Immediately following the Merger, Osprey changed its name to “BlackSky Technology
Inc.” Legacy BlackSky survived the Merger and is now a wholly owned subsidiary of BlackSky. As a special purpose acquisition company, Osprey had no pre-Merger
operations other than to identify and consummate a merger. Therefore, BlackSky’s operations post-Merger are attributable to those of Legacy BlackSky and its subsidiaries, and
references to “BlackSky” or the “Company” should be read to include BlackSky’s wholly owned subsidiaries. References in this report to Company actions, assets/liabilities, or
contracts may be references to actions taken, assets/liabilities held, or contracts entered into by one or more Company current subsidiaries; however the Company has
distinguished between the actions taken by Legacy BlackSky or Osprey for certain time based, historical transactions.

The Company’s results of operations and statements of assets and liabilities may not be comparable between periods as a result of the Merger.

Company Overview

We own and operate one of the industry's leading high-performance low earth orbit (“LEO”) small satellite constellations. Our constellation is optimized to cost-efficiently
capture imagery at high revisit rates where and when our customers need it. The orbital configuration of our constellation is designed to collect data on the most critical and
strategic locations on Earth where we believe approximately 90% of the global GDP occurs. With fourteen satellites in orbit as of June 30, 2022, our constellation is able to
image certain locations every hour, from dawn to dusk, providing our customers with insights and situational awareness throughout the day. Our satellites are designed with
agile pointing capabilities that enable our customers to task our constellation on demand to collect specific locations of interest. Our tasking methodology employs proprietary
artificial intelligence (“AI”)-enabled software to efficiently collect images of the most important strategic and economic assets and areas of interest to our customers. We
believe that our focus on critical strategies and economic infrastructure and the AI-enabled tasking of our constellation differentiates us from our competitors, who are
dedicated primarily to mapping the entirety of the Earth every day and who, therefore, require hundreds of satellites to support their mission. Our focused approach enables us to
deliver highly targeted and actionable intelligence with a smaller constellation that has the added benefit of greater operating and capital efficiencies.

Our Spectra AI software platform can, among other things, source millions of observations a day from our proprietary satellite constellation and from multiple external
data sources including imaging, radar and radio frequency satellites, environmental sensors, asset tracking sensors, Internet-of-Things (“IoT”) connected devices, internet-
enabled narrative sources, and a variety of geotemporal data feeds. Spectra AI employs advanced, proprietary AI and machine learning (“ML”) techniques to process, analyze,
and transform these data feeds into alerts, information, and insights. Customers can access Spectra AI's data and analytics through easy-to-use web services or through platform
application programming interfaces.
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Our next generation satellites (“Gen-3”), expected to be operational during 2023, are designed to improve our imaging resolution even further and include advanced
sensing technology for a broad set of imaging conditions, including nighttime, low-light, and a variety of weather conditions. We believe these advancements will expand the
diversity and certainty of our analytics to continue to ensure our relevance to our customers. We believe the combination of our high-revisit, on-demand tasking small satellite
constellation, our Spectra AI platform, and low constellation cost is disrupting the market for geospatial imagery and space-based data and analytics.

Our operating strategy is to continue to enhance the capabilities of our satellite constellation, to increase the number of third-party data sources processed by Spectra AI,
and to expand our analytics offerings in order to increase the value we deliver to our customers. Our two operating assets—our satellite constellation and our Spectra AI
software platform—are mutually reinforcing: as we capture ever more information about the world’s most important strategic and economic assets and locations, our
proprietary database expands and increases its utility; enabling us to better detect, understand, and predict changes that matter most to our customers. Our business has a natural
and powerful “flywheel” effect: the more data we collect and analyze, the more valuable the insights we can deliver to our customers.

Our current customer base and end market mix are weighted towards U.S. and international defense and intelligence customers and markets. We believe there are
significant opportunities to expand our imagery and software analytical services, as well as our engineering and systems integration offerings, to customers both domestically
and internationally. In addition, our products and services can benefit customers in a variety of commercial markets including, but not limited to, energy and utilities, insurance,
commodities, mining, manufacturing, maritime and supply chain logistics, financial services, agriculture, environmental monitoring, disaster and risk management, engineering
and construction, and consumer behavior.

We offer a variety of pricing and utilization options for our imagery and software analytical service offerings, including usage-based pricing, subscriptions and
transactional licenses. These options provide customers flexible options to utilize our imagery and software analytical services in a manner that best suits their business needs.
We offer a range of pricing tiers that enables the customer to manage collection priorities, where during critical events they can pay a premium to prioritize their monitoring and
collection requirements. At other times, customers can select lower priority collections to allow for more economical utilization. We currently derive revenue from variable and
fixed pricing plans that allow our customers to choose what matters most to them—platform licensing-levels, priority for imagery tasking, and whether to apply analytics or
monitoring capabilities overtop the imaging service.
Components of Operating Results

Revenue

Our revenue is generated by selling imagery and software analytics services through our Spectra AI platform and by providing engineering and systems integration services
to strategic customers on a project basis.

• Imagery and Software Analytical Services Revenue

◦ Imagery: We offer our customers high-revisit, on-demand high resolution electro optical satellite imaging services. Through our Spectra AI platform,
customers can directly task our proprietary satellite constellation to collect and deliver imagery over specific locations, sites, and regions that are critical to their
operations. We offer customers several service level options that include basic plans for on-demand tasking or multi-year assured access programs, where
customers can secure priority access and imaging capacity at a premium over a region of interest on a take or pay basis.

◦ Data, Software, and Analytics: Our analytics services are also offered on a consumption or subscription basis and provide customers with access to our site
monitoring, event monitoring and global data services. We leverage our proprietary AI and ML algorithms to analyze data coming from both our proprietary
sensor network and third-party space based and terrestrial sources in real-time to provide data, insights, and analytics for our customers. We provide services
related to object, change and anomaly detection, site monitoring, and enhanced analytics through which we can detect key pattern of life changes in critical
locations. These critical locations can include strategic locations and infrastructure such as ports, airports, and construction sites; retail activity;
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commodities stockpiles; and other sites that contain critical commodities and supply chain information.

We continue to enhance and integrate our offerings by performing capability development for customers while retaining the intellectual property rights. We
provide technology enabled professional service solutions to support customer-specific software development requests, integration, testing, and training in order
to embed our imagery and software analytical services into the customers organizational processes. We also provide software systems engineering development
to support the efforts of certain customers to manage mass quantities of data.

We expect continued imagery and software analytical services revenue growth in the year ending December 31, 2022, as compared to the prior year as a result of increases
in our satellite capacity and sales orders driven by stronger customer demand.

• Engineering and Systems Integration Revenue—We develop and deliver advanced launch vehicle, satellite and payload systems for specific strategic customers that
desire to leverage our capabilities in mission systems engineering and operations, ground station operations, software, analytics and systems development. These systems
are sold to government customers under fixed price contracts and are often bundled with our imagery services offerings. In certain cases, we retain rights to intellectual
property for developed technology of certain systems, and this paid effort offsets some of our product development effort.

We expect engineering and systems integration revenue growth as we continue to provide customers with unique engineering solutions and deliver critical design reviews.

Costs and Expenses

Our costs and expenses are incurred from the following categories:

• Imagery and software analytical services costs primarily include internal aerospace and geospatial software development labor, third-party data and imagery, internal
labor to support the ground stations and space operations, and cloud computing and hosting services. Costs are expensed as incurred except for incremental costs to
obtain a contract, primarily sales commissions, which are capitalized and amortized to selling, general and administrative expenses on a systematic basis consistent with
the transfer of goods and services. Expense related to stock-based payments is classified in the unaudited condensed consolidated statements of operations and
comprehensive loss based upon the classification of each employees’ cash compensation. We recognize stock-based compensation expense for those employees whose
work supports the imagery and software analytical service costs we provide to customers, under imagery and software analytical service costs, excluding depreciation
and amortization.

• Engineering and systems integration costs primarily include the cost of internal labor for design, integration, and engineering in support of long-term development
contracts for launch vehicle, satellite, and payload systems. We also incur subcontract direct materials and external labor costs to build and test specific components,
such as the communications system, payload demands, and sensor integration. We recognize stock-based compensation expense for those employees who provide
engineering and systems integration support to customers, under engineering and systems integration costs, excluding depreciation and amortization.

Operating Expenses

Our operating expenses are incurred from the following categories:

• Selling, general, and administrative expense consists of salaries and benefit costs, development costs, professional fees, and other expenses which includes other
personnel-related costs, stock-based compensation expenses for those employees who generally support our business and operations, and occupancy costs. Our
development costs include internal labor costs to develop critical real-time software and geospatial analytic solutions and solution enhancements, including mapping,
analysis, site target monitoring, and news feeds.
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• Research and development expense consists of employees’ salaries, taxes, and benefits costs incurred for data science modeling and algorithm development related to our
Spectra AI platform, and for the unique and strategic development efforts to support our long-term strategy. In addition, we began employing and classifying third-party
vendors who fulfill our unique and strategic projects as research and development expense. We intend to continue to invest appropriate resources in research and
development efforts, as we believe that investment is critical to maintaining our competitive position.

• Depreciation expense is related to property and equipment which mainly consists of operational satellites. Amortization expense is related to intangible assets which
mainly consists of customer relationships.

Results of Operations for the Three and Six Months Ended June 30, 2022 and 2021

The following table provides the components of results of operations for the three and six months ended June 30, 2022 and 2021. Period to period comparisons are not
necessarily indicative of future results.

Three Months Ended June 30, $ % Six Months Ended June 30, $ %
2022 2021 Change Change 2022 2021 Change Change

(dollars in thousands)
Revenue

Imagery & software analytical services $ 13,350 $ 5,118 $ 8,232 160.8 % $ 23,122 $ 11,116 $ 12,006 108.0 %
Engineering & systems integration 1,752 2,247 (495) (22.0)% 5,876 3,543 2,333 65.8 %

Total revenue 15,102 7,365 7,737 105.1 % 28,998 14,659 14,339 97.8 %
Costs and expenses

Imagery & software analytical service costs,
excluding depreciation and amortization 5,350 4,171 1,179 28.3 % 11,257 8,550 2,707 31.7 %

Engineering & systems integration costs, excluding
depreciation and amortization 4,436 2,237 2,199 98.3 % 9,484 3,367 6,117 181.7 %

Selling, general and administrative 17,739 8,827 8,912 101.0 % 40,275 17,305 22,970 132.7 %
Research and development 106 — 106 NM 252 28 224 800.0 %
Depreciation and amortization 9,177 3,537 5,640 159.5 % 16,568 6,301 10,267 162.9 %
Satellite impairment loss — 18,407 (18,407) NM — 18,407 (18,407) NM

Operating loss (21,706) (29,814) 8,108 27.2 % (48,838) (39,299) (9,539) (24.3)%
(Loss) gain on derivatives (4,646) (967) (3,679) (380.5)% 3,494 (14,975) 18,469 123.3 %
Income on equity method investment 1,213 767 446 58.1 % 1,470 963 507 52.6 %
Interest income 178 — 178 NM 178 — 178 NM
Interest expense (1,275) (1,270) (5) (0.4)% (2,530) (2,438) (92) (3.8)%
Other expense, net (42) (3,279) 3,237 98.7 % (40) (147,370) 147,330 100.0 %
Loss before income taxes (26,278) (34,563) 8,285 24.0 % (46,266) (203,119) 156,853 77.2 %
Income tax (expense) benefit — — — — % — — — — %

Loss from continuing operations (26,278) (34,563) 8,285 24.0 % (46,266) (203,119) 156,853 77.2 %
Discontinued operations:
Loss from discontinued operations — (1,022) 1,022 NM — (1,022) 1,022 NM
Income tax (expense) benefit — — — — % — — — — %
Loss from discontinued operations, net of income taxes — (1,022) 1,022 NM — (1,022) 1,022 NM

Net loss $ (26,278) $ (35,585) $ 9,307 26.2 % $ (46,266) $ (204,141) $ 157,875 77.3 %

• NM - Fluctuation in terms of percentage change is not meaningful.
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Revenue

Three Months Ended June 30, $ % Six Months Ended June 30, $ %
2022 2021 Change Change 2022 2021 Change Change

(dollars in thousands)
Imagery & software analytical
revenue $ 13,350 $ 5,118 $ 8,232 160.8 % $ 23,122 $ 11,116 $ 12,006 108.0 %

% of total revenue 88.4 % 69.5 % 79.7 % 75.8 %

Engineering & systems
integration revenue 1,752 2,247 (495) (22.0)% 5,876 3,543 2,333 65.8 %

% of total revenue 11.6 % 30.5 % 20.3 % 24.2 %

Total revenue $ 15,102 $ 7,365 $ 7,737 105.1 % $ 28,998 $ 14,659 $ 14,339 97.8 %

Imagery and Software Analytical Services Revenue

Imagery and software analytical services revenue significantly increased for the three and six months ended June 30, 2022, as compared to the same period in 2021,
primarily driven by increased imagery and monitoring and analytical orders from existing customers and several firm-fixed price subscription contracts with new domestic and
international customers. In the three and six months ended June 30, 2022, we were awarded a subscription contract to deliver advanced high frequency imagery services with an
initial contract value of $85.8 million, over a five-year base period, with future year options that, if exercised, would increase the contract value to over $1.0 billion and increase
the contract term up to ten years. This contract is expected to have a material impact to future revenue. In the three and six months ended June 30, 2022, we were awarded a
multi-million dollar contract to provide on-demand satellite monitoring & analytics for an international government, which significantly contributed to the increased revenue in
the quarter ended June 30, 2022 compared to the same period in 2021. In addition, monitoring and analytics revenue also increased primarily from fulfillment of renewed firm
fixed price contract for economic activity monitoring. Expansion of our constellation after placing seven satellites into orbit in 2021, and the growing capabilities of our
constellation also contributed to meeting increased customer demand for imagery, monitoring and analytical orders.

Engineering and Systems Integration Revenue

Engineering and systems integration revenue increased for the six months ended June 30, 2022, as compared to the same period in 2021, primarily due to an increase in the
percentage completion of two contracts, driven by achievement of critical design milestones and delivery of major components of the contract requirements. Engineering and
systems integration revenue decreased for the three months ended June 30, 2022, as compared to the same period in 2021, primarily due to an unfavorable one-time cumulative
revenue adjustment of $1.4 million resulting from an increased estimate to complete on critical engineering and equipment costs on two contracts.
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Costs and Expenses

Three Months Ended June 30, $ % Six Months Ended June 30, $ %
2022 2021 Change Change 2022 2021 Change Change

(dollars in thousands)
Imagery & software analytical
service costs, excluding depreciation
and amortization

$ 5,350 $ 4,171 $ 1,179 28.3 % $ 11,257 $ 8,550 $ 2,707 31.7 %

Engineering & systems integration
costs, excluding depreciation and
amortization

4,436 2,237 2,199 98.3 % 9,484 3,367 6,117 181.7 %

Total costs $ 9,786 $ 6,408 $ 3,378 52.7 % $ 20,741 $ 11,917 $ 8,824 74.0 %

Imagery and Software Analytical Service Costs

Imagery and software analytical service costs increased for the three and six months ended June 30, 2022, as compared to the same period in 2021, primarily driven by data
sourced from different sensors such as synthetic aperture radar, third-party service costs such as, increased hosting costs due to increased data volumes and maintaining the
growth of our satellite and ground stations networks, and third-party subcontractor costs to meet specific needs of new customer programs. Additionally, we recorded $0.3
million and $1.1 million, respectively, of stock-based compensation expense during the three and six months ended June 30, 2022 primarily related to vesting of restricted stock
units ("RSUs") triggered by the successful completion of the Merger.

Engineering and Systems Integration Costs

Engineering and systems integration costs increased for the three and six months ended June 30, 2022, as compared to the same period in 2021, primarily attributable to
non-recurring engineering design costs and material procurement costs incurred for customer contracts associated with the Gen-3 satellites. The increase was also due to an
increase in the estimate to complete on two contracts, which, given the accounting treatment for customer supported projects, immediately increased engineering and systems
integration costs by $4.6 million for the six months ended June 30, 2022 as compared to the prior period. For the three and six months ended June 30, 2022, excluding the
immediate forward loss related to these projects of $2.7 million and $3.7 million, respectively, engineering and systems integration costs would have been $1.7 million and $5.8
million, respectively.
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Selling, General, and Administrative

Three Months Ended
June 30, $ % Six Months Ended June 30, $ %

2022 2021 Change Change 2022 2021 Change Change
(dollars in thousands)

Stock-based compensation expense $ 2,637 $ 264 $ 2,373 898.9 % $ 11,956 $ 772 $ 11,184 NM
Salaries and benefit costs 8,705 5,219 3,486 66.8 % 16,606 9,920 6,686 67.4 %
Development costs 235 160 75 46.9 % 253 314 (61) (19.4)%
Professional fees 1,201 1,060 141 13.3 % 2,519 2,230 289 13.0 %
Information technology, recruiting, and other
administrative expenses 941 727 214 29.4 % 2,615 1,732 883 51.0 %

Selling and marketing 2,105 857 1,248 145.6 % 2,619 1,239 1,380 111.4 %
Rent expense 670 488 182 37.3 % 1,224 994 230 23.1 %
Insurance 1,245 52 1,193 NM 2,483 104 2,379 NM
Selling, general and administrative $ 17,739 $ 8,827 $ 8,912 101.0 % $ 40,275 $ 17,305 $ 22,970 132.7 %

• NM - Fluctuation in terms of percentage change is not meaningful.

Selling, general, and administrative expense increased during the three and six months ended June 30, 2022, as compared to the same periods in 2021, primarily driven by
several factors. For the six months ended June 30, 2022 as compared to the six months ended June 30, 2021, stock-based compensation expense increased approximately $11.2
million related to vesting of RSUs, of which a significant portion vested 180 days following the closing of the Merger. Salaries and payroll-related benefits increased
significantly due to headcount growth in software engineers, executive and administrative functions. In addition, our public company insurance costs increased as a result of the
Merger. For the three months ended June 30, 2022 as compared to the same period in 2021, stock-based compensation expense increased approximately $2.4 million from the
prior year related to the vesting of RSUs, of which a significant portion was not recognized until the third quarter of 2021 when the Merger was completed.

The following is our forecast for total RSU expense as of June 30, 2022, which, in addition to the amounts recognized in selling, general, and administrative expenses,
includes the portion that will be capitalized or classified in imagery and software analytical service costs and engineering and systems integration costs:

(in thousands)
For the remainder of 2022 $ 6,377 
For the years ending December 31,

2023 7,266 
2024 3,085 
2025 2,016 
2026 164 

$ 18,908 
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Research and Development

Three Months Ended
June 30, $ %

Six Months Ended
June 30, $ %

2022 2021 Change Change 2022 2021 Change Change
(dollars in thousands)

Research and development $ 106 $ — $ 106 NM $ 252 $ 28 $ 224 800.0 %
• NM - Fluctuation in terms of percentage change is not meaningful.

Research and development expense increased for the three and six months ended June 30, 2022 as compared to the same periods in 2021. Much of our ongoing
development efforts are either charged to engineering and systems integration costs or development costs in selling, general and administrative expenses, The increase was
driven by contracting third-party vendors who fulfill our unique and strategic projects as research and development expense.

Depreciation and Amortization

Three Months Ended
June 30, $ % Six Months Ended June 30, $ %

2022 2021 Change Change 2022 2021 Change Change
(dollars in thousands)

Depreciation of satellites $ 8,666 $ 3,066 $ 5,600 182.6 % $ 15,768 $ 5,378 $ 10,390 193.2 %
Depreciation of all other property and
equipment 371 129 242 187.6 % 519 243 276 113.6 %

Amortization 140 342 (202) (59.1)% 281 680 (399) (58.7)%
Depreciation and amortization $ 9,177 $ 3,537 $ 5,640 159.5 % $ 16,568 $ 6,301 $ 10,267 162.9 %

Depreciation expense from satellites increased for the three and six months ended June 30, 2022 as compared to the same periods in 2021. The increases were driven by six
satellites placed in service in the second half of 2021 and two satellites placed in service in the first half of 2022.

Depreciation expense from all other property and equipment increased for the three and six months ended June 30, 2022, as compared to the same periods in 2021,
primarily driven by capitalization of software in 2022 and additional computer equipment that was placed into service.

Amortization expense decreased for the three and six months ended June 30, 2022, as compared to the same periods in 2021, primarily as a result of in-process research and
development from a prior acquisition being fully amortized in 2021.

Satellite Impairment Loss

We recorded a satellite impairment loss for the three and six months ended June 30, 2021 resulting from the loss of two of our satellites, which occurred on May 15, 2021
when a rocket carrying those satellites suffered a failure during flight. This resulted in an impairment loss of $18.4 million, the full carrying value of the satellites, recorded to
earnings during the three and six months ended June 30, 2021. The $18.4 million loss included satellite procurement, launch, shipping, launch support, and other associated
costs. There were no satellite impairment losses in the three and six months ended June 30, 2022.
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Non-Operating Expenses

Three Months Ended
June 30, $ % Six Months Ended June 30, $ %

2022 2021 Change Change 2022 2021 Change Change
(dollars in thousands)

(Loss) gain on derivatives $ (4,646) $ (967) $ (3,679) (380.5)% $ 3,494 $ (14,975) $ 18,469 123.3 %
Income on equity method investment 1,213 767 446 58.1 % 1,470 963 507 52.6 %
Interest income 178 — 178 NM 178 — 178 NM
Interest expense (1,275) (1,270) (5) (0.4)% (2,530) (2,438) (92) (3.8)%
Other expense, net (42) (3,279) 3,237 98.7 % (40) (147,370) 147,330 100.0 %
• NM - Fluctuation in terms of percentage change is not meaningful.

(Loss) gain on derivatives

Fluctuations in our equity warrants and other equity instruments that we classify as derivative liabilities and measure at fair value are significantly driven by our common
stock price; these instruments generated a loss during the three months ended June 30, 2022 and a gain during the six months ended June 30, 2022.

During the three and six months ended June 30, 2021, we recorded losses on derivative liabilities related to the fluctuation of fair value of outstanding warrants to purchase
Legacy BlackSky stock and consent fees related to the Intelsat and Seahawk secured term loan.

Income on equity method investment

The fluctuations in earnings from our equity method investment is directly related to the operating performance of our joint venture LeoStella and was consistent year over
year.

Interest income

Interest income increased during the three and six months ended June 30, 2022 as a result of our short-term investments purchased in 2022.

Interest expense

Interest expense was consistent year over year.

Other expense, net

Other expenses were significantly higher during the three and six months ended June 30, 2021 as compared to the same periods in 2022, primarily due to an initial loss of
$99.7 million upon issuances of the Bridge Notes and Bridge Notes Rights Offering executed in the first half of 2021 as the fair value of these notes and the accompanying
Legacy BlackSky common shares and Class A common stock warrants that were granted to certain investors was in excess of the proceeds received.

We also incurred $47.7 million in debt issuance costs related to the Bridge Notes and the modification of existing debt arrangements. We expensed the debt issuance costs
because the Bridge Notes were carried in the unaudited condensed consolidated balance sheets at fair value. Upon consummation of the Merger, the Bridge Notes and
associated warrant liabilities were converted to equity and extinguished. We do not expect similar charges in future periods.

Included in other expense, net for the three and six months ended June 30, 2022 is the forgiveness of a non-trade receivable of $75.0 thousand related to payroll taxes.

Non-GAAP Financial Measures

In addition to our results determined in accordance with GAAP, management utilizes certain non-GAAP performance measures, Adjusted EBITDA, and free cash flow for
purposes of evaluating our ongoing operations
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and for internal planning and forecasting purposes. Our management and board of directors believe that these non-GAAP operating measures, when reviewed collectively with
our GAAP financial information, provide useful supplemental information to investors in assessing our operating performance.

Adjusted EBITDA

Adjusted EBITDA is defined as net income or loss attributable to us before interest income, interest expense, income tax expense or benefit, depreciation and amortization,
as well as significant non-cash and/or non-recurring expenses as our management believes these items are not useful in evaluating our core operating performance. These items
include, but are not limited to, realized loss on conversion of Bridge Notes, stock-based compensation expense, unrealized (gain) loss on certain warrants/shares classified as
derivative liabilities, satellite impairment loss, (gain) loss on debt extinguishment, loss from discontinued operations, net of income taxes, severance, income on equity method
investment, transaction-related legal settlements, and transaction costs associated with equity instruments accounted for as derivative liabilities. We have presented Adjusted
EBITDA because it is a key measure used by our management and board of directors to understand and evaluate our operating performance, generate future operating plans and
make strategic decisions regarding the allocation of capital. In particular, we believe that the exclusion of certain items in calculating Adjusted EBITDA can produce a useful
measure for period-to-period comparisons of our business. Accordingly, we believe that Adjusted EBITDA provides useful information in understanding and evaluating our
operating results. In addition, we believe that Adjusted EBITDA provides additional information for investors to use in evaluating our ongoing operating results and trends. This
non-GAAP measure provides investors with incremental information for the evaluation of our performance after isolation of certain items deemed unrelated to our core
business operations.

Adjusted EBITDA is presented as a supplemental measure to our GAAP measures of performance. When evaluating Adjusted EBITDA, you should be aware that we may
incur future expenses similar to those excluded when calculating this measure. In addition, our presentation of this measure should not be construed as an inference that our
future results will be unaffected by unusual or non-recurring items. Furthermore, our computation of Adjusted EBITDA may not be directly comparable to similarly titled
measures computed by other companies, as the nature of the adjustments that other companies may include or exclude when calculating Adjusted EBITDA may differ from the
adjustments reflected in our measure. Because of these limitations, Adjusted EBITDA should not be considered in isolation, nor should this measure be viewed as a substitute
for the most directly comparable GAAP measure, which is net loss. We compensate for the limitations of non-GAAP measures by relying primarily on our GAAP results. You
should review the reconciliation of our net loss to Adjusted EBITDA below and not rely on any single financial measure to evaluate our performance.
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The table below reconciles our net loss to Adjusted EBITDA for the three and six months ended June 30, 2022 and 2021:

Three Months Ended June
30, 2021 Six Months Ended June 30,

2022 2021 2022 2021
(in thousands)

Net loss $ (26,278) $ (35,585) $ (46,266) $ (204,141)
Interest income (178) — (178) — 
Interest expense 1,275 1,270 2,530 2,438 
Depreciation and amortization 9,177 3,537 16,568 6,301 
Loss on issuance of Bridge Notes, including debt issuance costs expensed for debt carried at
fair value — 3,288 — 147,387 

Stock-based compensation expense 2,986 264 13,226 772 
Loss (gain) on derivatives 4,646 967 (3,494) 14,975 
Satellite impairment loss — 18,407 — 18,407 
Loss from discontinued operations, net of income taxes — 1,022 — 1,022 
Severance 705 — 705 — 
Income on equity method investment (1,213) (767) (1,470) (963)
Forgiveness of non-trade receivable 75 — 75 — 

Adjusted EBITDA $ (8,805) $ (7,597) $ (18,304) $ (13,802)

Free Cash Flow

We define free cash flow as cash flows used in, or provided by, operating activities—continuing operations plus cash flows used in, or provided by, operating activities—
discontinued operations less purchase of property and equipment and satellite procurement work in process. We have presented free cash flow because it is used by our
management and board of directors as an indicator of the amount of cash we generate or use and to evaluate our ability to satisfy current and future obligations and to fund
future business opportunities. Accordingly, we believe that free cash flow provides useful information to investors and others, enhancing the overall understanding of our ability
to satisfy our financial obligations and pursue business opportunities, and allowing for greater transparency with respect to a key financial metric used by our management in
their financial and operational decision-making.

Free cash flow is not defined by GAAP and should not be considered in isolation of, or as an alternative to, measures prepared in accordance with GAAP. There are a
number of limitations related to the use of free cash flow rather than net cash from (used in) operating activities, which is the most directly comparable GAAP equivalent. Some
of these limitations are:

• free cash flow is not a measure of cash available for discretionary expenditures since we have certain non-discretionary obligations such as debt repayments or capital
lease obligations that are not deducted from the measure; and

• other companies, including companies in our industry, may calculate free cash flow differently, which reduces its usefulness as a comparative measure.
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The table below reconciles our net cash used in operating activities to free cash flow for the six months ended June 30, 2022 and 2021:

Six Months Ended June 30, 2022
2022 2021

(in thousands)
Net cash used in operating activities $ (27,789) $ (21,112)
Purchase of property and equipment (5,289) (207)
Satellite procurement work in process (20,208) (11,205)
Free cash flow $ (53,286) $ (32,524)

Net cash used in investing activities $ (68,958) $ (11,419)
Net cash (used in) provided by financing activities (4,012) 53,817 

Liquidity and Capital Resources

As of June 30, 2022, our existing sources of liquidity included cash and cash equivalents and short-term investments. Our cash and cash equivalents excluding restricted
cash totaled $64.8 million and $165.6 million as of June 30, 2022 and December 31, 2021, respectively, and our short-term investments totaled $43.8 million and $0 as of
June 30, 2022 and December 31, 2021, respectively. We have incurred losses and generated negative cash flows from operations since our inception in September 2014. As of
June 30, 2022, we had an accumulated deficit of $517.2 million.

Our short-term liquidity as of June 30, 2022 was comprised of the following:

(in thousands)
Cash and cash equivalents $ 64,827 
Restricted cash 2,518

Short-term investments 43,833

$ 111,178 

 Restricted cash expires by March 31, 2023.
 Short-term investments are included in cash flows from investing activities in the unaudited condensed consolidated statements of cash flows.

We expect cash and cash equivalents and cash generated from operating activities to be sufficient to meet our working capital and capital expenditure needs for the
foreseeable future. Our future long-term capital requirements will depend on many factors including our growth rate, the timing and extent of spending to support solution
development efforts, the expansion of sales and marketing activities, the ongoing investments in technology infrastructure, the introduction of new and enhanced solutions, and
the continuing market acceptance of our solutions. From time to time, we may seek additional equity or debt financing to fund capital expenditures, strategic initiatives or
investments and our ongoing operations. We do not have a line of credit or access to immediate funds and we are not subject to any financial or minimum cash metrics. If we
decide, or are required, to seek additional financing from outside sources, we may not be able to raise it on terms acceptable to us or at all. If we are unable to raise additional
capital when desired, our business, financial condition and results of operations could be adversely affected.

Funding Requirements

We expect our expenses to increase as we continue to invest in sales, marketing and products to increase our market share. We will also continue to incur capital
expenditures as we procure and launch satellites to increase image collection capacity, as well as investing in our Gen-3 satellites and Spectra AI software platform to
significantly expand our product capabilities in the future.

(1)

(2)

(1)

(2)
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Short-term liquidity requirements

As of June 30, 2022, our current assets were approximately $124.4 million, consisting primarily of cash and cash equivalents, restricted cash, short-term investments, trade
receivables, prepaid expenses and other current assets, and contract assets.

As of June 30, 2022, our current liabilities were approximately $23.2 million, consisting primarily of accounts payable and accrued liabilities, contract liabilities, and other
non-recurring current liabilities. Accordingly, we have sufficient cash and working capital to fund our short-term liquidity requirements.

Long-Term Liquidity Requirements

We anticipate that our most significant long-term liquidity and capital needs will relate to continued funding of operations, satellite development capital expenditures,
launch capital expenditures, and ongoing investments in our Spectra AI platform and internal infrastructure that will enable us to scale the business efficiently and securely. We
believe our current cash position, as well as a growing customer backlog, will be sufficient to cover forecasted capital needs and operating expenditures for the foreseeable
future. Macroeconomic conditions and credit markets could also impact the availability and, or, the cost of potential future debt or equity financing.

Cash Flow Analysis

The following table provides a summary of cash flow data for the six months ended June 30, 2022 and 2021:

Six Months Ended June 30, $
2022 2021 Change

(in thousands)
Net cash used in operating activities $ (27,789) $ (21,112) $ (6,677)
Net cash used in investing activities (68,958) (11,419) (57,539)

Net cash (used in) provided by financing activities (4,012) 53,817 (57,829)
Net (decrease) increase in cash, cash equivalents, and restricted cash (100,759) 21,286 (122,045)
Cash, cash equivalents, and restricted cash – beginning of year 168,104 10,573 157,531 
Cash, cash equivalents, and restricted cash – end of period $ 67,345 $ 31,859 $ 35,486 

 Includes purchase of $43.8 million of short-term investments not categorized as cash

Operating activities

For the six months ended June 30, 2022, net cash used in operating activities was approximately $27.8 million. The contributor to the increase in cash used during the six
months ended June 30, 2022 was the operating loss, adjusted for depreciation, amortization and stock-based compensation expense in the six months ended June 30, 2022 as
compared to the six months ended June 30, 2021. The operating loss increase in the six months ended June 30, 2022 was primarily due to increased salaries and payroll-related
benefits for headcount growth across the organization.

Investing activities

We continue to have significant cash outflows for satellite procurement and launch related services. In the six months ended June 30, 2022, net cash used in investing
activities increased approximately $57.5 million, of which $43.8 million is the result of our investment in corporate debt and governmental securities, and the remainder is
primarily cash paid for the procurement of satellites and other launch-related costs. We continue to fund the acquisition of property and equipment, which includes the internally
developed capitalized software, as we add innovative new services and tools to our Spectra AI software platform.

(1)

(1)
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Financing activities

The most significant impact in the change in cash flows from financing activities in the six months ended June 30, 2022 as compared to the six months ended June 30, 2021
was related to the $58.6 million loan proceeds from the Bridge Notes in the prior year.

Critical Accounting Policies and Estimates

The preparation of our unaudited condensed consolidated financial statements and related notes requires management to make judgments, estimates, and assumptions that
affect the reported amounts of assets, liabilities, revenue, and expenses. Management has based its estimates on historical experience and on various other assumptions that are
believed to be reasonable under 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 assumptions or conditions.

For a description of our significant accounting policies see Note 2—“Basis of Presentation and Summary of Significant Accounting Policies,” of the notes to the unaudited
condensed consolidated financial statements. An accounting policy is considered to be critical if it requires an accounting estimate to be made based on assumptions about
matters that are highly uncertain at the time the estimate is made, and if different estimates that reasonably could have been used, or changes in the accounting estimates that are
reasonably likely to occur periodically, could materially impact the unaudited condensed consolidated financial statements. Management believes the following critical
accounting policies reflect the more significant estimates and assumptions used in the preparation of our unaudited condensed consolidated financial statements.

Revenue Recognition

The recognition and measurement of revenue requires the use of judgments and estimates. Specifically, judgment is used in interpreting complex arrangements with
nonstandard terms and conditions and determining when all criteria for revenue recognition have been met.

We primarily generate revenue from the sale of imagery, data, software, and analytics, including professional services, and engineering and systems integration from long-
term construction contracts.

Identifying the performance obligations contained in a contract, determining transaction price, allocating transaction price, and determining when performance obligations
are satisfied can require the application of significant judgment, as further discussed below.

Identifying the performance obligations in a contract

We execute contracts for a single promise or multiple promises. Specifically, our firm fixed price contracts typically include multiple promises which are accounted for as
separate performance obligations. Significant judgment is required in determining performance obligations, and these decisions could change the amount of revenue and profit
or loss recorded in each period.

Classification of Revenue

We classify revenue as imagery and software analytical services, and engineering and systems integration in our unaudited condensed consolidated statements of operations
and comprehensive loss based on the predominant attributes of the performance obligations.

Determination of and Allocation of Transaction Price

Each customer purchase order sets forth the transaction price for the products and services purchased under the arrangement. For contracts with multiple performance
obligations, we evaluate whether the stated selling prices for the products or services represent their standalone selling prices. When it is necessary to allocate the transaction
price to multiple performance obligations, management typically uses the expected cost plus a reasonable profit margin to estimate the standalone selling price of each product
or service. We also sell standard products or services with observable standalone revenue transactions. In these situations, the observable standalone revenue transactions are
used to determine the standalone selling price.
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Determination of when Performance Obligations are Satisfied

Imagery revenue is recognized at the point-in-time the customer receives access to the imagery, or ratably over the subscription period. In certain firm fixed price contracts
that contain imagery where it is probable we will receive the full contract amount or the customer prepays for future services which may expire unused, our accounting policy
for unexercised performance obligations is to recognize the estimated unused amount as revenue over time in proportion to the historical pattern of rights exercised by the
customer. The unrecognized amount is recorded within contract liabilities on our unaudited condensed consolidated balance sheets. Software analytical services revenue derived
from data, software, and analytics, including professional service solutions, is recognized from the rendering of services over time on a cost-plus-fixed-fee, firm fixed price, or a
time and materials basis, or at the point-in-time the customer receives access to an analytic product. Engineering & systems integration revenue is primarily generated from
fixed price long-term engineering and integration construction contracts. Due to the long-term nature of these contracts, we generally recognize revenue over time using a cost-
to-cost measure of progress because it best depicts the transfer of control to the customer as we incur costs on the contracts. Under the percentage-of-completion 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 to complete the performance
obligation(s). The estimation of total estimated costs at completion is subject to many variables and requires judgment. We recognize changes in contract estimates on a
cumulative catch-up basis in the period in which the changes are identified. Such changes in contract estimates can result in the recognition of revenue in a current period for
performance obligations which were satisfied or partially satisfied in a prior period. If at any time, the estimate of contract profitability indicates a probable anticipated loss on
the contract, we recognize the total loss as and when known.

Equity Valuations

As there was not a market for Legacy BlackSky equity, valuations of Legacy BlackSky equity instruments required the application of significant estimates, assumptions,
and judgments. These valuations impacted various amounts and accounting conclusions reflected in our unaudited condensed consolidated financial statements, inclusive of the
recognition of equity-based compensation, debt discounts when debt issuances were accompanied by the issuance of equity (e.g., warrants), and the evaluation of whether
beneficial conversion features existed within our convertible financial instruments. The following discussion provides additional details regarding the significant estimates,
assumptions, and judgments that impacted the determination of the fair values of equity-based compensation awards, warrants, and the preferred stock and common stock that
comprised our capital structure prior to the Merger. The following discussion also explains why these estimates, assumptions, and judgments could be subject to uncertainties
and future variability.

Equity-Based Compensation

Legacy BlackSky issued equity and equity-based awards under our 2014 Plan and the 2011 Plan. Awards issued as of the year ended December 31, 2020 include stock
options and restricted stock awards (“RSAs”). Subsequent to December 31, 2020, we also issued RSUs. Awards under these Plans were approved by the board of directors, and
awards that have been canceled, forfeited, or expired are available for issuance in connection with BlackSky's 2021 Equity Incentive Plan.

For purposes of recognizing equity-based compensation related to RSAs, RSUs, and stock options granted to employees, management estimates the grant date fair values
of such awards to measure the costs to be recognized for services received. For awards with time-based vesting conditions, we recognize compensation costs based upon the
straight-line amortization of the grant date fair value of the awards over the requisite service period. When equity-based compensation awards include a performance condition,
no compensation is recognized until the performance condition is deemed probable to occur; we then recognize compensation costs based on the accelerated attribution method,
which accounts for awards with discrete vesting dates as if they were a separate award.

We now estimate the grant date fair value of RSAs and RSUs based upon the trading price of our Class A common stock. Our historical approach to estimating the fair
value of Legacy BlackSky’s Class A common stock is subsequently described in the discussion of “Preferred Stock and Common Stock Valuations.” We estimated the fair
value of Legacy BlackSky's stock options using the Black-Scholes option-pricing model, as subsequently described.
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Stock Option and Class A Common Stock Warrant Valuations

Legacy BlackSky used the Black-Scholes option-pricing model to value all options and Class A common stock warrants. Estimating the fair value of stock options using
the Black-Scholes option-pricing model requires the application of significant assumptions, such as the fair value of our Class A common stock, the estimated term of the
options, risk-free interest rates, the expected volatility of the price of our Class A common stock, and an expected dividend yield. Each of these assumptions is subjective,
requires significant judgement, and is based upon management’s best estimates. If any of these assumptions were to change significantly in the future, equity-based
compensation related to future awards may differ significantly, as compared with awards previously granted.

We have largely moved towards granting RSAs and RSUs to certain employees. We use the following inputs under Black-Scholes as follows:

Fair Value of Class A Common Stock—Refer to the subsequent discussion of “Preferred Stock and Common Stock Valuation” for a detailed discussion of the valuation
techniques and assumptions applied to value the Class A common stock prior to the Merger. Subsequent to the Merger, our Class A common stock has been valued based upon
our trading price.

Expected Dividend Yield—The Black-Scholes valuation model requires an expected dividend yield as an input. The dividend yield is based on historical experience and
expected future changes. We currently have no plans to pay dividends on our Class A common stock and, accordingly, have assumed no dividend yield upon valuation of our
stock options.

Expected Volatility—As there was no observable volatility with respect to our Legacy BlackSky Class A common stock, the expected volatility of our Legacy BlackSky
and BlackSky Class A common stock was estimated based upon the historical share price volatility of guideline comparable companies.

Risk-free Interest Rate—The yield on actively traded, non-inflation indexed U.S. Treasury notes was used to extrapolate an average risk-free interest rate based on the
expected term of the underlying grants.

Expected Term—For options granted in 2021, since there is not a history of option exercises as a public company, we considered the option vesting terms and contractual
period, as well as the demographics of the holders, in estimating the expected term. For options granted prior to 2021, the expected term was the estimated duration to a
liquidation event based on a weighted average consideration of the most likely exit prospects for that stage of development. Legacy BlackSky was privately funded and,
accordingly, the lack of marketability was factored into the expected term of options granted. We will continue to review our estimate in the future and adjust it, if necessary,
due to changes in our historical exercises.

Private Placement Warrants and Sponsor Earn-Out Shares

We classify the Private Placement Warrants and Sponsor Earn-Out Shares as long-term liabilities in our unaudited condensed consolidated balance sheets as of June 30,
2022. Each liability was initially recorded at fair value on the date of the Merger. The Private Placement Warrants are recorded at fair value using a Black-Scholes option pricing
model and the Sponsor Earn-Out Shares are recorded at fair value using a Monte Carlo simulation model. These liabilities are re-measured to fair value at each subsequent
reporting date and recorded to (loss) gain on derivatives on our unaudited condensed consolidated statements of operations and comprehensive loss. We will continue to adjust
the liability for changes in fair value until the financial instruments are exercised, redeemed, cancelled or released.

The fair value models require inputs including, but not limited to, the fair value of our Class A common stock, the risk-free interest rate, expected term, expected dividend
yield and expected volatility. The fair value of our Class A common stock is the closing stock price on the NYSE as of the measurement date. The risk-free interest rate
assumption is determined by using U.S. Treasury rates for the same period as the expected terms of the financial instruments. The dividend yield assumption is based on the
dividends expected to be paid over the expected life of the financial instruments. We have historically been a private company and lacked sufficient company-specific historical
and implied volatility information. Therefore, the expected stock volatility is based on the historical volatility of a publicly traded set of peer companies. Changes in these
assumptions can materially affect the estimate of the fair value of these instruments and ultimately the change in fair value.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Not applicable.

ITEM 4. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

Disclosure controls are procedures that are designed with the objective of ensuring that information required to be disclosed in our reports filed under the Exchange Act,
such as this Quarterly Report on Form 10-Q, is recorded, processed, summarized, and reported within the time period specified in the SEC’s rules and forms. Disclosure
controls are also designed with the objective of reasonably ensuring that such information is accumulated and communicated to our management, including the chief executive
officer and chief financial officer, as appropriate to allow timely decisions regarding required disclosure. Our management evaluated, with the participation of our Chief
Executive Officer and Chief Financial Officer (our “Certifying Officers”), the effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-
15(e) under the Exchange Act) as of June 30, 2022. Based upon that evaluation, our Certifying Officers concluded that, as of June 30, 2022, our disclosure controls and
procedures were effective at a reasonable assurance level.

In designing and evaluating the disclosure controls and procedures, management recognized that controls and procedures, no matter how well designed and operated, can
provide only reasonable assurance of achieving the desired control objectives. Further, because of the inherent limitations in all control systems, no evaluation of controls can
provide absolute assurance that misstatements due to error or fraud will not occur or that all control issues and instances of fraud, if any, within the Company will be detected.

Changes in Internal Control Over Financial Reporting

There was no change in our internal control over financial reporting, (as defined in Rules 13a-15(d) or 15d-15(d) under the Exchange Act) during the quarter ended June 30,
2022 that has materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.
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PART II - OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

From time to time, we may be involved in claims and proceedings arising in the ordinary course of our business. The outcome of any such claims or proceedings, regardless
of the merits, is inherently uncertain.

For a discussion of legal proceedings in which we are involved, see Note 17 to the financial statements and supplementary data included in Part I, Item I of this Quarterly
Report on Form 10-Q.

ITEM 1A. RISK FACTORS

For risk factors relating to our business, please refer to the section entitled “Risk Factors” in our Form 10-K for the year ended December 31, 2021 and filed by us with the
SEC on March 31, 2022. Any of those factors could result in a significant or material adverse effect on our results of operations or financial condition. Additional risk factors
not presently known to us or that we currently deem immaterial may also impair our business or results of operations. We may disclose changes to such factors or disclose
additional factors from time to time in our future filings with the SEC.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

None.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

Not applicable.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.

ITEM 5. OTHER INFORMATION

Not applicable.
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ITEM 6. EXHIBITS

The documents listed below are incorporated by reference or are filed with this report, in each case as indicated therein.

Exhibit No. Exhibit Description Form SEC File No. Exhibit No. Filing Date
Filed or Furnished

Herewith

10.1†
NRO Contract, dated May 23, 2022, by and between the National
Reconnaissance Office and BlackSky Technology Inc. X

10.2+
Amendment to Offer Letter from BlackSky Technology Inc., to Henry
Dubois, dated June 10, 2022. X

10.3
Separation Agreement and Release, by and between Johan Broekhuysen
and BlackSky Technology Inc., dated June 14, 2022 . X

31.1

Certification of the Company’s Chief Executive Officer, Brian O’Toole,
pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

X

31.2

Certification of the Company’s Chief Financial Officer, Henry Dubois,
pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

X

32.1

Certification of the Company’s Chief Executive Officer, Brian O’Toole,
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

X

32.2

Certification of the Company’s Chief Financial Officer, Henry Dubois,
pursuant to Section 906 of the Sarbanes- Oxley Act of 2002.

X
101.INS Inline XBRL Instance Document X
101.SCH Inline XBRL Taxonomy Extension Schema Document X
101.CAL Inline XBRL Taxonomy Extension Calculation Linkbase Document X
101.DEF Inline XBRL Taxonomy Extension Definition Linkbase Document X
101.LAB Inline XBRL Taxonomy Extension Label Linkbase Document X
101.PRE Inline XBRL Taxonomy Extension Presentation Linkbase Document X

104
Cover Page Interactive Data File (formatted as Inline XBRL and contained
in Exhibit 101) X

________________

+    Indicates management contract or compensatory plan.

†    Certain portions of this exhibit have been omitted in accordance with Regulation S-K Item 601. The Registrant agrees to furnish an unredacted copy of the exhibit to the SEC upon request.
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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.

August 10, 2022 BlackSky Technology Inc.

By: /s/ Brian E. O’Toole
Brian E. O'Toole
Chief Executive Officer and Director
(Principal Executive Officer)

By: /s/ Henry Dubois
Henry Dubois
Chief Financial Officer
(Principal Financial Officer)
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June 11, 2022

Henry Dubois
Via email

Dear Henry:

This letter memorializes our mutual understanding regarding changes to your employment arrangement in light of your promotion to Chief Financial
Officer of BlackSky Technology Inc. (“BlackSky” or the “Company”) effective June 10, 2022. Unless otherwise modified in this letter, the terms of the
August 18, 2021 Offer of Employment letter between you and the Company will remain unchanged.

1. Incentive Compensation. You are currently eligible to receive an annual bonus based on the achievement of certain Company and individual
performance objectives that were previously determined by the compensation committee to the Board of Directors for the Company (the “Compensation
Committee”) under BlackSky’s 2022 fiscal year bonus incentive program. Your target bonus incentive opportunity and the objectives applicable thereto
for BlackSky’s 2022 fiscal year will be changed as follows:

For the period from January 1, 2022 through June 9, 2022, your target bonus incentive opportunity will remain equal to 75% of your base
salary and weighted at 80% Company objectives and 20% individual performance objectives.

Commencing June 10, 2022, your target bonus incentive opportunity will be 100% of your base salary and weighted at 100% Company
objectives.

2. New Long-Term Equity Awards. The Compensation Committee approved the following awards under the Company’s 2021 Equity Incentive
Plan (the “Plan”):

an award of 219,573 restricted stock units (“RSUs”) covering shares of BlackSky common stock, with a vesting schedule that provides for
vesting as to one-fourth of the RSUs on June 10, 2023, and on a quarterly basis thereafter as to one-sixteenth of the RSUs, in each case
subject to your continued service through the applicable vesting date; and

An option (“Option”) to purchase 294,228 shares of BlackSky common stock with an exercise price of $2.10 per share, and with a vesting
schedule for the Option that provides for vesting as to one-fourth of the shares subject to the Option on June 10, 2023, and on a monthly
basis thereafter as to one forty-eighty (1/48 ) of the shares subject to the Option on the same day of the month as the vesting
commencement date (or the last day of the month, if there is no corresponding day in a given month), in each case subject to your
continued service through the applicable vesting date.

As is customary, such RSUs and Option will be subject to separate award agreements under the Plan, which, along with the Plan, set out the
details of the awards. No right to any stock is earned or accrued until such time that any vesting and other applicable conditions are met, nor does the
grant confer any right to continue vesting or employment.

You previously entered into a Participation Agreement, dated August 18, 2021, under the Company’s Executive Change in Control and Severance Plan
as a Tier 2 Executive (as defined in such plan). For purposes of clarity, such Participation Agreement will remain in effect and you will remain a
participant in such plan as a Tier 2 Executive.

To indicate your acceptance of the above modifications to your employment agreement, please sign below where indicated and return it to me.

Sincerely,

Brian O’Toole

th

www.BlackSky.com



CEO

ACCEPTED AND AGREED:

______________________________        Date: _______________





DocuSign Envelope ID: A41D1E52-D264-47E4-9060-A92D758C10B1 1 of 9 157395.00802/128979940v.2 EXECUTION COPY SEPARATION AGREEMENT AND RELEASE This Separation Agreement and Release (“Agreement”) is made by and between Johan Broekhuysen (“Executive”) and BlackSky Technology Inc. together with its Affiliates (collectively, the “Company”) (collectively referred to as the “Parties” or individually referred to as a “Party”). For the purpose of this Agreement, an “Affiliate” shall mean an entity that controls, is controlled by or under common control with BlackSky Technology Inc. WHEREAS, Executive was employed at-will by the Company; WHEREAS, Executive signed a Proprietary Information and Inventions Assignment Agreement with the Company on August 18, 2021 (the “Confidentiality Agreement”); WHEREAS, the Company and Executive have entered into a Restricted Stock Unit Agreement and a Stock Option Agreement, for awards dated December 21, 2021granting Executive the option to purchase shares of the Company’s common stock subject to the terms and conditions of the Company’s 2021 Equity Incentive Plan and the Stock Option Agreement (collectively the “Stock Agreements”); WHEREAS, the Executive is a participant in the Company’s Executive Change in Control and Severance Plan dated August 18, 2021 (the “Severance Plan”), pursuant to which Executive is entitled to certain benefits in the event of the termination of employment without cause conditioned upon the execution of this Separation Agreement and Release; WHEREAS, Executive has ceased to be Chief Financial Officer (“CFO”) effective June 9, 2022 and will be separated from employment with the Company effective August 11, 2022 (the “Separation Date”); and WHEREAS, the Parties wish to achieve a smooth transition and resolve any and all disputes, claims, complaints, grievances, charges, actions, petitions, and demands that the Executive may have against the Company and any of the Releasees as defined below, including, but not limited to, any and all claims arising out of or in any way related to Executive’s employment with or separation from the Company; NOW, THEREFORE, in

consideration of the mutual promises made herein, the Company and Executive hereby agree as follows: COVENANTS 1. Consideration. In consideration of Executive’s execution of this Agreement and Executive’s fulfillment of all of its terms and conditions, provided that Executive does not revoke the Agreement under Section 6 below, and subject to Executives timely execution and return of the Confirming Release attached as Exhibit A on the Separation Date, the Company agrees as follows: a. Transition Role and Separation. Effective June 9, 2022, Executive will no longer serve as CFO for the Company and will hold not authority to make any managerial decisions, directives or binding decisions on the Company. From June 10 through August 11, 2022, Executive will effectuate the transition of his functions as made known to him by the Company’s CEO or CFO. Executive will continue to be paid his base salary through the Separation Date. Executive will use his best efforts to carry out transition responsibilities in a professional and productive manner. The Company will issue a press release regarding Executive’s departure using language substantially as set forth in Exhibit B.



 



DocuSign Envelope ID: A41D1E52-D264-47E4-9060-A92D758C10B1 2 157395.00802/128979940v.2 EXECUTION COPY b. Separation Payment. The Company agrees to pay Executive an amount equal to 1 year of Executive’s base salary of $385,000 Dollars, plus a prorated target bonus amount of $320,000, for a total payment of $705,000, less applicable withholdings. This payment will be made to Executive in a single lump sum payment within 60 days after the Separation Date. c. COBRA Reimbursement. The Company shall reimburse Executive for the payments Executive makes for COBRA coverage for a period of up to twelve (12) months or, as to each group health plan as to which Executive elects COBRA coverage, until Executive has secured health insurance coverage through another employer for coverage similar to such group health plan, whichever occurs first, provided Executive timely elects and pays for continuation coverage pursuant to the Consolidated Omnibus Budget Reconciliation Act of 1985, as amended (“COBRA”), within the time period prescribed pursuant to COBRA. COBRA reimbursements shall be made by the Company to Executive consistent with the Company’s normal expense reimbursement policy, provided that Executive submits documentation to the Company substantiating Executive’s payments for COBRA coverage. Notwithstanding the preceding, if the Company determines in its sole discretion that it cannot provide COBRA reimbursement benefits without potentially violating applicable law (including, without limitation, Section 2716 of the Public Health Service Act), the Company will instead provide the Executive a taxable payment in an amount equal to the monthly COBRA premium that the Executive would be required to pay to continue the Executive’s group health coverage in effect on the date of termination of employment (which amount will be based on the premium for the first month of COBRA coverage), which payments will be made regardless of whether the Executive elects COBRA continuation coverage and will commence in the month following the month of the Separation Date and continue for the period of months indicated in this paragraph. d. General. Executive

acknowledges that without this Agreement, Executive is otherwise not entitled to the consideration listed in this Section 1. 2. Stock. Executive acknowledges that as of the Separation Date, Executive will not have vested in any restricted stock units or options. Executive acknowledges and agrees that Executive is not entitled to any capital stock, securities or other equity securities or any right to purchase or otherwise obtain shares of capital stock, securities or other equity interests of the Company. 3. Benefits. Executive’s health insurance benefits shall cease on August 31, 2022, subject to Executive’s right to continue Executive’s health insurance under COBRA. Executive’s participation in all benefits and incidents of employment, including, but not limited to, vesting in stock options, and the accrual of bonuses, vacation, and paid time off, ceased as of the Separation Date. 4. Payment of Salary and Receipt of All Benefits. Executive acknowledges and represents that, other than the consideration set forth in this Agreement, the Company and its agents have paid or provided all salary, wages, bonuses, accrued vacation/paid time off, notice periods, premiums, leaves, housing allowances, relocation costs, interest, severance, outplacement costs, fees, reimbursable expenses, commissions, stock, stock options, vesting, and any and all other benefits and compensation due to Executive. Notwithstanding the foregoing, within 30 business days after the Separation Date, Executive will be paid for all un-reimbursed business expenses and accrued and unused paid time off incurred by Executive through the Separation Date (in accordance with usual Company guidelines and practices), to the extent Executive submits such expenses within 15 business days after the Separation Date. 5. Release of Claims. Executive agrees that the foregoing consideration represents settlement in full of all outstanding obligations owed to Executive by the Company and its current and former officers, directors, employees, agents, investors, attorneys, shareholders, administrators, affiliates, benefit plans, plan administrators, insurers, trustees, divisions, and subsidiaries, and predecessor and successor



 



DocuSign Envelope ID: A41D1E52-D264-47E4-9060-A92D758C10B1 3 157395.00802/128979940v.2 EXECUTION COPY corporations and assigns (collectively, the “Releasees”). Executive, on Executive’s own behalf and on behalf of Executive’s respective heirs, family members, executors, agents, and assigns, hereby and forever releases the Releasees from, and agrees not to sue concerning, or in any manner to institute, prosecute, or pursue, any claim, complaint, charge, duty, obligation, or cause of action relating to any matters of any kind, whether presently known or unknown, suspected or unsuspected, that Executive may possess against any of the Releasees arising from any omissions, acts, facts, or damages that have occurred up until and including the date Executive signs this Agreement, including, without limitation: a. any and all claims relating to or arising from Executive’s employment relationship with the Company and the termination of that relationship; b. any and all claims relating to, or arising from, Executive’s right to purchase, or actual purchase of shares of stock of the Company, including, without limitation, any claims for fraud, misrepresentation, breach of fiduciary duty, breach of duty under applicable state corporate law, and securities fraud under any state or federal law; c. any and all claims under the law of any jurisdiction, including, but not limited to, wrongful discharge of employment; constructive discharge from employment; termination in violation of public policy; discrimination; harassment; retaliation; breach of contract, both express and implied; breach of covenant of good faith and fair dealing, both express and implied; promissory estoppel; negligent or intentional infliction of emotional distress; fraud; negligent or intentional misrepresentation; negligent or intentional interference with contract or prospective economic advantage; unfair business practices; defamation; libel; slander; negligence; personal injury; assault; battery; invasion of privacy; false imprisonment; conversion; and disability benefits; d. any and all claims for violation of any federal, state, or municipal statute, including, but not limited to, Title VII of the Civil Rights Act of 1964; the Civil Rights Act of 1991; the

Rehabilitation Act of 1973; the Americans with Disabilities Act of 1990; the Equal Pay Act; the Fair Labor Standards Act, except as prohibited by law; the Fair Credit Reporting Act; the Age Discrimination in Employment Act of 1967; the Older Workers Benefit Protection Act; the Executive Retirement Income Security Act of 1974; the Worker Adjustment and Retraining Notification Act; the Family and Medical Leave Act, except as prohibited by law; the Uniformed Services Employment and Reemployment Rights Act; the Virginians with Disabilities Act; the Virginia Human Rights Act; the Virginia Equal Pay Act; the Virginia Minimum Wage Act; the Virginia Wage Payment and Collection Act; Virginia genetic testing law; the Virginia Occupational Safety and Health Act; Virginia right to work law; the Virginia Fraud Against Taxpayers Act; and the Fairfax Human Rights Ordinance, Code of Fairfax County § 11-1-1 et seq.; e. any and all claims for violation of the federal or any state constitution; f. any and all claims arising out of any other laws and regulations relating to employment or employment discrimination; g. any claim for any loss, cost, damage, or expense arising out of any dispute over the nonwithholding or other tax treatment of any of the proceeds received by Executive as a result of this Agreement; and h. any and all claims for attorneys’ fees and costs. Executive agrees that the release set forth in this section shall be and remain in effect in all respects as a complete general release as to the matters released. This release does not extend to any rights Executive may



 



DocuSign Envelope ID: A41D1E52-D264-47E4-9060-A92D758C10B1 4 157395.00802/128979940v.2 EXECUTION COPY have under this Agreement. Nothing in this Agreement shall be a waiver of claims that may arise after the date on which Executive signs this Agreement, except to the extent covered in the Confirming Release Agreement set forth in Exhibit A. This Agreement does not release claims that cannot be released as a matter of law, including any Protected Activity (as defined below), but does preclude any additional monetary recovery to Executive for any such claims as this Agreement provides employees will full monetary relief. Any and all disputed wage claims that are released herein shall be subject to binding arbitration in accordance with Section 18, except as required by applicable law. This release does not extend to any right Executive may have to unemployment compensation benefits or workers’ compensation benefits, to the extent such claims cannot be released under applicable law. This release does not extend to any rights to any vested benefits to which Executive is entitled under the terms of the applicable employee benefit plan (excluding rights related to Company’s equity incentive plans which are set forth in Section 2). Nothing in this Agreement shall waive any right Executive has to indemnification or advancement of expenses under (i) the certificate of incorporation, bylaws, operating agreement, or comparable documents of the Company or any affiliate or predecessor of the Company, (ii) any written agreement with the Company or any affiliate or predecessor of the Company, (iii) applicable law, or (iv) any insurance policy providing directors’ and officers’ coverage. 6. Acknowledgment of Waiver of Claims under ADEA. Executive understands and acknowledges that Executive is waiving and releasing any rights Executive may have under the Age Discrimination in Employment Act of 1967 (“ADEA”), and that this waiver and release is knowing and voluntary. Executive understands and agrees that this waiver and release does not apply to any rights or claims that may arise under the ADEA after the date Executive signs this Agreement. Executive understands and

acknowledges that the consideration given for this waiver and release is in addition to anything of value to which Executive was already entitled. Executive further understands and acknowledges that Executive has been advised by this writing that: (a) Executive should consult with an attorney prior to executing this Agreement; (b) Executive has twenty-one (21) days within which to consider this Agreement; (c) Executive has seven (7) days following Executive’s execution of this Agreement to revoke any ADEA claim released by this Agreement; (d) this Agreement shall not be effective with regard to a claim under the ADEA until after the revocation period has expired; and (e) nothing in this Agreement prevents or precludes Executive from challenging or seeking a determination in good faith of the validity of this waiver under the ADEA, nor does it impose any condition precedent, penalties, or costs for doing so, unless specifically authorized by federal law. In the event Executive signs this Agreement and returns it to the Company in less than the 21-day period identified above, Executive hereby acknowledges that Executive has freely and voluntarily chosen to waive the time period allotted for considering this Agreement. Executive acknowledges and understands that revocation must be accomplished by a written notification either hand delivered to the Company’s office in Herndon, Virginia, to the attention of the Company’s Chief Executive Officer, or sent by email to the Company’s Chief Executive Officer with a copy to the Company’s General Counsel prior to the Effective Date. The Parties agree that changes, whether material or immaterial, do not restart the running of the 21-day period. The Parties further agree that the revocation provision contained in this paragraph are applicable only to claims arising out of the ADEA and not to any other claim released by this Agreement. 7. Unknown Claims. Executive acknowledges that Executive has been advised to consult with legal counsel and that Executive is familiar with the principle that a general release does not extend to claims that the releaser does not know or suspect to exist in Executive’s favor at the time of executing the release, which, if known by Executive, must have materially

affected Executive’s settlement with the Releasees. Executive, being aware of said principle, agrees to expressly waive any rights Executive may have to that effect, as well as under any other statute or common law principles of similar effect. 8. No Pending or Future Lawsuits. Executive represents that Executive has no lawsuits, claims, or actions pending in Executive’s name, or on behalf of any other person or entity, against the Company or any of the other Releasees. Executive also represents that Executive does not intend to bring any claims on



 



DocuSign Envelope ID: A41D1E52-D264-47E4-9060-A92D758C10B1 5 157395.00802/128979940v.2 EXECUTION COPY Executive’s own behalf or on behalf of any other person or entity against the Company or any of the other Releasees. 9. Application for Employment. Executive understands and agrees that, as a condition of this Agreement, Executive shall not be entitled to any employment with the Company, and Executive hereby waives any right, or alleged right, of employment or re-employment with the Company. Executive further agrees not to apply for employment with the Company and not otherwise pursue an independent contractor or vendor relationship with the Company. 10. Confidentiality. Subject to Section 21 below governing Protected Activity, Executive agrees to maintain in complete confidence the existence of this Agreement, the contents and terms of this Agreement, and the consideration for this Agreement (hereinafter collectively referred to as “Separation Information”) unless and until such information has been publicly disclosed by Company. Except as required by law, Executive may disclose Separation Information only to Executive’s immediate family members, the Court in any proceedings to enforce the terms of this Agreement, Executive’s counsel, and Executive’s accountant and any professional tax advisor to the extent that they need to know the Separation Information in order to provide advice on tax treatment or to prepare tax returns and must prevent disclosure of any Separation Information to all other third parties. Executive agrees that Executive will not publicize, directly or indirectly, any Separation Information. 11. Directors’ and Officers’ Liability Insurance. After the Separation Date, Executive will continue to receive directors’ and officers’ insurance coverage for his service as an officer of the Company under the Company’s directors’ & officers’ insurance policies in amounts of coverage and terms and conditions at least as favorable as the amounts of coverage and terms and conditions applicable to the Company’s then current directors and executive officers. 12. Trade Secrets and Confidential Information/Company Property. Executive reaffirms and agrees to observe and abide by the terms of the

Confidentiality Agreement, specifically including the provisions therein regarding nondisclosure of the Company’s trade secrets and confidential and proprietary information, and all restrictive covenants. Executive agrees that the above reaffirmation and agreement with the Confidentiality Agreement shall constitute a new and separately enforceable agreement to abide by the terms of the Confidentiality Agreement, entered and effective as of the Effective Date. Executive specifically acknowledges and agrees that any violation of the restrictive covenants in the Confidentiality Agreement shall constitute a material breach of this Agreement. Executive’s signature below constitutes Executive’s certification that Executive has returned all documents and other items provided to Executive by the Company, developed or obtained by Executive in connection with Executive’s employment with the Company, or otherwise belonging to the Company, including, but not limited to, all passwords to any software or other programs or data that Executive used in performing services for the Company (including such information residing on Executive’s personal computer, personal e-mail account, social media account, Cloud account, external data device, or mobile/smart phone) and any other property, record, document, or piece of equipment belonging to the Company. Executive expressly affirms that he does not have any copies of the Company’s property, including any copies existing in electronic form, in his possession, custody, or control. 13. No Cooperation. Subject to Section 21 below governing Protected Activity, Executive agrees that Executive will not knowingly encourage, counsel, or assist any attorneys or their clients in the presentation or prosecution of any disputes, differences, grievances, claims, charges, or complaints by any third party against any of the Releasees, unless under a subpoena or other court order to do so or as related directly to the ADEA waiver in this Agreement. Executive agrees both to promptly notify the Company upon receipt of any such subpoena or court order, and to furnish, within three (3) business days of its receipt, a copy of such subpoena or other court order. If approached by anyone for counsel or assistance in

the presentation



 



DocuSign Envelope ID: A41D1E52-D264-47E4-9060-A92D758C10B1 6 157395.00802/128979940v.2 EXECUTION COPY or prosecution of any disputes, differences, grievances, claims, charges, or complaints against any of the Releasees, Executive shall state no more than that Executive cannot provide counsel or assistance. 14. Mutual Nondisparagement. Executive agrees to refrain from any disparagement, defamation, libel, or slander of any of the Releasees, and agrees to refrain from any tortious interference with the contracts and relationships of any of the Releasees; provided, that nothing in this Section 13 shall prevent Executive from taking good faith actions to enforce this Agreement or restrict or limit Executive from providing truthful information in response to a subpoena, other legal process or governmental inquiry. Executive shall direct any inquiries by potential future employers to the Company’s human resources department, which shall provide only the Executive’s last position and dates of employment. The Company agrees to direct its directors and executive officers to refrain from any disparagement, defamation, libel, or slander of Executive; provided, that nothing in this Section 13 shall prevent the Company, its directors or executive officers, from taking good faith actions to enforce this Agreement or restrict or limit the Company, its directors or executive officers from providing truthful information in response to a subpoena, other legal process or governmental inquiry. 15. Breach. In addition to the rights provided in the “Attorneys’ Fees” section below, Executive acknowledges and agrees that in the event of a final judicial determination that Executive has materially breached this Agreement, unless such breach constitutes a legal action by Executive challenging or seeking a determination in good faith of the validity of the waiver herein under the ADEA, or of any provision of the Confidentiality Agreement, shall entitle the Company to recover and/or cease providing the consideration provided to Executive under this Agreement and to obtain damages, except as provided by law, provided, however, that the Company shall not recover One Hundred Dollars ($100.00) of the consideration already paid pursuant to this

Agreement, and such amount shall serve as full and complete consideration for the promises and obligations assumed by Executive under this Agreement and the Confidentiality Agreement. 16. No Admission of Liability. Executive understands and acknowledges that this Agreement constitutes a compromise and settlement of any and all actual or potential disputed claims by Executive. No action taken by the Company hereto, either previously or in connection with this Agreement, shall be deemed or construed to be (a) an admission of the truth or falsity of any actual or potential claims or (b) an acknowledgment or admission by the Company of any fault or liability whatsoever to Executive or to any third party. 17. [Intentionally Omitted] 18. Costs. The Parties shall each bear their own costs, attorneys’ fees, and other fees incurred in connection with the preparation of this Agreement. 19. ARBITRATION. THE PARTIES AGREE THAT ANY AND ALL DISPUTES ARISING OUT OF THE TERMS OF THIS AGREEMENT, THEIR INTERPRETATION, EMPLOYEE’S EMPLOYMENT WITH THE COMPANY OR THE TERMS THEREOF, AND ANY OF THE MATTERS HEREIN RELEASED, SHALL BE SUBJECT TO BINDING ARBITRATION UNDER THE FEDERAL ARBITRATION ACT (THE “FAA”). THE FAA’S SUBSTANTIVE AND PROCEDURAL RULES SHALL GOVERN AND APPLY TO THIS ARBITRATION AGREEMENT WITH FULL FORCE AND EFFECT, AND ANY STATE COURT OF COMPETENT JURISDICTION MAY STAY PROCEEDINGS PENDING ARBITRATION OR COMPEL ARBITRATION IN THE SAME MANNER AS A FEDERAL COURT UNDER THE FAA. EMPLOYEE AGREES THAT, TO THE FULLEST EXTENT PERMITTED BY LAW, EMPLOYEE MAY BRING ANY SUCH ARBITRATION PROCEEDING ONLY IN EMPLOYEE’S INDIVIDUAL CAPACITY. ANY ARBITRATION WILL OCCUR IN FAIRFAX COUNTY, VIRGINIA, OR THE DISTRICT OF COLUMBIA, BEFORE JAMS, PURSUANT TO ITS EMPLOYMENT



 



DocuSign Envelope ID: A41D1E52-D264-47E4-9060-A92D758C10B1 7 157395.00802/128979940v.2 EXECUTION COPY ARBITRATION RULES & PROCEDURES (“JAMS RULES”), EXCEPT AS EXPRESSLY PROVIDED IN THIS SECTION 18. THE PARTIES AGREE THAT THE ARBITRATOR SHALL HAVE THE POWER TO DECIDE ANY MOTIONS BROUGHT BY ANY PARTY TO THE ARBITRATION, INCLUDING MOTIONS FOR SUMMARY JUDGMENT AND/OR ADJUDICATION, AND MOTIONS TO DISMISS AND DEMURRERS, APPLYING THE STANDARDS SET FORTH UNDER THE VIRGINIA RULES OF CIVIL PROCEDURE. THE PARTIES AGREE THAT THE ARBITRATOR SHALL ISSUE A WRITTEN DECISION ON THE MERITS. THE PARTIES ALSO AGREE THAT THE ARBITRATOR SHALL HAVE THE POWER TO AWARD ANY REMEDIES AVAILABLE UNDER APPLICABLE LAW, AND THAT THE ARBITRATOR MAY AWARD ATTORNEYS’ FEES AND COSTS TO THE PREVAILING PARTY, WHERE PERMITTED BY APPLICABLE LAW. THE ARBITRATOR MAY GRANT INJUNCTIONS AND OTHER RELIEF IN SUCH DISPUTES. THE ARBITRATOR SHALL APPLY SUBSTANTIVE AND PROCEDURAL VIRGINIA LAW TO ANY DISPUTE OR CLAIM, WITHOUT REFERENCE TO ANY CONFLICT-OF-LAW PROVISIONS OF ANY JURISDICTION. THE DECISION OF THE ARBITRATOR SHALL BE FINAL, CONCLUSIVE, AND BINDING ON THE PARTIES TO THE ARBITRATION. THE PARTIES AGREE THAT THE PREVAILING PARTY IN ANY ARBITRATION SHALL BE ENTITLED TO INJUNCTIVE RELIEF IN ANY COURT OF COMPETENT JURISDICTION TO ENFORCE THE ARBITRATION AWARD. THE PARTIES TO THE ARBITRATION SHALL EACH PAY AN EQUAL SHARE OF THE COSTS AND EXPENSES OF SUCH ARBITRATION, AND EACH PARTY SHALL SEPARATELY PAY FOR ITS RESPECTIVE COUNSEL FEES AND EXPENSES; PROVIDED, HOWEVER, THAT THE ARBITRATOR SHALL AWARD

ATTORNEYS’ FEES AND COSTS TO THE PREVAILING PARTY, EXCEPT AS PROHIBITED BY LAW. THE PARTIES HEREBY AGREE TO WAIVE THEIR RIGHT TO HAVE ANY DISPUTE BETWEEN THEM RESOLVED IN A COURT OF LAW BY A JUDGE OR JURY. NOTWITHSTANDING THE FOREGOING, THIS SECTION WILL NOT PREVENT EITHER PARTY FROM SEEKING INJUNCTIVE RELIEF (OR ANY OTHER PROVISIONAL REMEDY) FROM ANY COURT HAVING JURISDICTION OVER THE PARTIES AND THE SUBJECT MATTER OF THEIR DISPUTE RELATING TO THIS AGREEMENT AND THE AGREEMENTS INCORPORATED HEREIN BY REFERENCE. SHOULD ANY PART OF THE ARBITRATION AGREEMENT CONTAINED IN THIS PARAGRAPH CONFLICT WITH ANY OTHER ARBITRATION AGREEMENT BETWEEN THE PARTIES, THE PARTIES AGREE THAT THIS ARBITRATION AGREEMENT SHALL GOVERN. 20. Tax Consequences. The Company makes no representations or warranties with respect to the tax consequences of the payments and any other consideration provided to Executive or made on Executive’s behalf under the terms of this Agreement. Executive agrees and understands that Executive is responsible for payment, if any, of local, state, and/or federal taxes on the payments and any other consideration provided hereunder by the Company and any penalties or assessments thereon. Executive further agrees to indemnify and hold the Releasees harmless from any claims, demands, deficiencies, penalties, interest, assessments, executions, judgments, or recoveries by any government agency against the Company for any amounts claimed due on account of (a) Executive’s failure to pay or Executive’s delayed payment of, federal or state taxes, or (b) damages sustained by the Company by reason of any such claims, including attorneys’ fees and costs. 21. Authority. The Company represents and warrants that the undersigned has the authority to act on behalf of the Company and to bind the Company and all who may claim through it to the terms and conditions of this Agreement. Executive represents and warrants that Executive

has the capacity to act on Executive’s own behalf and on behalf of all who might claim through Executive to bind them to the terms and conditions of this Agreement. Each Party warrants and represents that there are no liens or claims of lien or assignments in law or equity or otherwise of or against any of the claims or causes of action released herein.



 



DocuSign Envelope ID: A41D1E52-D264-47E4-9060-A92D758C10B1 8 157395.00802/128979940v.2 EXECUTION COPY 22. Protected Activity Not Prohibited. Executive understands that nothing in this Agreement shall in any way limit or prohibit Executive from engaging in any Protected Activity. For purposes of this Agreement, “Protected Activity” shall mean filing a charge, complaint, or report with, or otherwise communicating, cooperating, or participating in any investigation or proceeding that may be conducted by, any federal, state or local government agency or commission, including the Securities and Exchange Commission, the Equal Employment Opportunity Commission, the Occupational Safety and Health Administration, and the National Labor Relations Board (“Government Agencies”). Executive understands that in connection with such Protected Activity, Executive is permitted to disclose documents or other information as permitted by law, and without giving notice to, or receiving authorization from, the Company. Notwithstanding the foregoing, Executive agrees to take all reasonable precautions to prevent any unauthorized use or disclosure of any information that may constitute Company confidential information under the Confidentiality Agreement to any parties other than the Government Agencies. Executive further understands that “Protected Activity” does not include the disclosure of any Company attorney-client privileged communications or attorney work product. Any language in the Confidentiality Agreement regarding Executive’s right to engage in Protected Activity that conflicts with, or is contrary to, this paragraph is superseded by this Agreement. In addition, pursuant to the Defend Trade Secrets Act of 2016, Executive is notified that an individual will not be held criminally or civilly liable under any federal or state trade secret law for the disclosure of a trade secret that (a) is made in confidence to a federal, state, or local government official (directly or indirectly) or to an attorney solely for the purpose of reporting or investigating a suspected violation of law, or (b) is made in a complaint or other document filed in a lawsuit or other proceeding, if (and only if) such filing is made under seal. In addition,

an individual who files a lawsuit for retaliation by an employer for reporting a suspected violation of law may disclose the trade secret to the individual’s attorney and use the trade secret information in the court proceeding, if the individual files any document containing the trade secret under seal and does not disclose the trade secret, except pursuant to court order. Finally, nothing in this Agreement constitutes a waiver of any rights Executive may have under the Sarbanes-Oxley Act or Section 7 of the National Labor Relations Act. 23. No Representations. Executive represents that Executive has had an opportunity to consult with an attorney, and has carefully read and understands the scope and effect of the provisions of this Agreement. Executive has not relied upon any representations or statements made by the Company that are not specifically set forth in this Agreement. 24. Section 409A. It is intended that this Agreement comply with, or be exempt from, Code Section 409A and the final regulations and official guidance thereunder (“Section 409A”) and any ambiguities herein will be interpreted to so comply and/or be exempt from Section 409A. Each payment and benefit to be paid or provided under this Agreement is intended to constitute a series of separate payments for purposes of Section 1.409A-2(b)(2) of the Treasury Regulations. Payments under Section 1 of this Agreement will be made at the earlier of the time specified in Section 1(b) or March 15, 2023. The Company and Executive will work together in good faith to consider either (i) amendments to this Agreement; or (ii) revisions to this Agreement with respect to the payment of any awards, which are necessary or appropriate to avoid imposition of any additional tax or income recognition prior to the actual payment to Executive under Section 409A. In no event will the Releasees reimburse Executive for any taxes that may be imposed on Executive as a result of Section 409A. 25. Severability. In the event that any provision or any portion of any provision hereof or any surviving agreement made a part hereof becomes or is declared by a court of competent jurisdiction or arbitrator to be illegal, unenforceable, or void, this Agreement shall continue in full force and effect

without said provision or portion of provision.



 



DocuSign Envelope ID: A41D1E52-D264-47E4-9060-A92D758C10B1 9 157395.00802/128979940v.2 EXECUTION COPY 26. Attorneys’ Fees. Except with regard to a legal action challenging or seeking a determination in good faith of the validity of the waiver herein under the ADEA, in the event that either Party brings an action to enforce or effect its rights under this Agreement, the prevailing Party shall be entitled to recover its costs and expenses, including the costs of mediation, arbitration, litigation, court fees, and reasonable attorneys’ fees incurred in connection with such an action. 27. Entire Agreement. This Agreement represents the entire agreement and understanding between the Company and Executive concerning the subject matter of this Agreement and Executive’s employment with and separation from the Company and the events leading thereto and associated therewith and supersedes and replaces any and all prior agreements and understandings concerning the subject matter of this Agreement and Executive’s relationship with the Company, with the exception of the Severance Plan and the Confidentiality Agreement. 28. No Oral Modification. This Agreement may only be amended in a writing signed by Executive and the Company’s Chief Executive Officer. 29. Governing Law. This Agreement shall be governed by the laws of the Commonwealth of Virginia, without regard for choice-of-law provisions. Executive consents to personal and exclusive jurisdiction and venue in the Commonwealth of Virginia. 30. Effective Date. Executive understands that this Agreement shall be null and void if not executed by Executive within the twenty-one (21) day period set forth under Section 6 above. Each Party has seven (7) days after that Party signs this Agreement to revoke it. This Agreement will become effective on the eighth (8th) day after Executive signed this Agreement, so long as it has been signed by the Parties and has not been revoked by either Party before that date (the “Effective Date”). 31. Counterparts. This Agreement may be executed in counterparts and by facsimile, and each counterpart and facsimile shall have the same force and effect as an original and shall constitute an effective, binding agreement on the part of each of

the undersigned. 32. Voluntary Execution of Agreement and Acknowledgments. Executive understands and agrees that Executive executed this Agreement voluntarily, without any duress or undue influence on the part or behalf of the Company or any third party, with the full intent of releasing all of Executive’s claims against the Company and any of the other Releasees. Executive acknowledges that: (a) Executive has read this Agreement; (b) Executive has been represented in the preparation, negotiation, and execution of this Agreement by legal counsel of Executive’s own choice or has elected not to retain legal counsel; (c) Executive understands the terms and consequences of this Agreement and of the releases it contains; (d) Executive is fully aware of the legal and binding effect of this Agreement. (e) Executive is fully aware that he is not entitled to the consideration of this Agreement in the absence of signing this Agreement; and



 



DocuSign Envelope ID: A41D1E52-D264-47E4-9060-A92D758C10B1 10 157395.00802/128979940v.2 EXECUTION COPY (f) The only consideration for signing this Agreement are the terms stated herein and no other promise, agreement, or representation of any kind has been made to Executive by any person or entity whatsoever to cause Executive to sign this Agreement. IN WITNESS WHEREOF, the Parties have executed this Agreement on the respective dates set forth below. Johan Broekhuysen, an individual Dated: 6/14/2022 BLACKSKY TECHNOLOGY INC. Dated: 6/14/2022 By: Brian O’Toole Chief Executive Officer Johan Broekhuysen



 



DocuSign Envelope ID: A41D1E52-D264-47E4-9060-A92D758C10B1 11 157395.00802/128979940v.2 EXECUTION COPY Exhibit A CONFIRMING RELEASE AGREEMENT This Confirming Release Agreement (“Confirming Release”) is made effective as of the last date of signature below (the “Release Effective Date”) by and between Johan Broekhuysen (“Executive”) and BlackSky Technology Inc., together with its Affiliates (the “Company”) (collectively referred to as the “Parties” or individually referred to as a “Party”). Capitalized terms used in this Agreement that are not otherwise defined have the meanings assigned to them in the Separation Agreement and Release between the Parties. 1. Consideration; Acknowledgment of Receipt of All Compensation. In exchange for the consideration referenced in Sections 1 and 3 of the Separation Agreement to which this Separation Date Release was attached as an exhibit, Executive hereby extends Executive’s release and waiver of claims in Section 5 of the Separation Agreement to any claims that may have arisen between the Effective Date (as defined in the Separation Agreement) and the Release Effective Date, as well as any and all claims under the Age Discrimination in Employment Act of 1967 and the Older Workers Benefit Protection Act arising from any omissions, acts, facts, or damages that have occurred up until and including the date Executive signs this Separation Date Release. Executive acknowledges and represents that, except as specifically set forth in the Separation Agreement, the Company and its agents have paid or provided all salary, wages, bonuses, accrued vacation/paid time off, premiums, leaves, housing allowances, relocation costs, interest, severance, outplacement costs, fees, reimbursable expenses, commissions, stock, stock options, vesting, and any and all other benefits and compensation due to Executive. 2. Acknowledgment of Waiver of Claims under ADEA. Executive understands and acknowledges that Executive is waiving and releasing any rights Executive may have under the Age Discrimination in Employment Act of 1967 (“ADEA”), and that this waiver and release is knowing and voluntary. Executive understands and agrees that

this waiver and release does not apply to any rights or claims that may arise under the ADEA after the date Executive signs this Separation Date Release. Executive understands and acknowledges that the consideration given for this waiver and release is in addition to anything of value to which Executive was already entitled. Executive further understands and acknowledges that Executive has been advised by this writing that: (a) Executive should consult with an attorney prior to executing this Separation Date Release; (b) Executive has twenty-one (21) days within which to consider this Separation Date Release; (c) Executive has seven (7) days following Executive’s execution of this Separation Date Release to revoke this Separation Date Release; (d) this Separation Date Release shall not be effective until after the revocation period has expired; and (e) nothing in this Separation Date Release or the Separation Agreement prevents or precludes Executive from challenging or seeking a determination in good faith of the validity of this waiver under the ADEA, nor does it impose any condition precedent, penalties, or costs for doing so, unless specifically authorized by federal law. In the event Executive signs this Separation Date Release and returns it to the Company in less than the 21-day period identified above, Executive hereby acknowledges that Executive has freely and voluntarily chosen to waive the time period allotted for considering this Separation Date Release. Executive acknowledges and understands that any revocation of this Separation Date Release must be accomplished by a written notification to the person executing this Separation Date Release on the Company’s behalf that is received prior to the Separation Effective Date. The Parties agree that changes, whether material or immaterial, do not restart the running of the 21-day period. 3. Incorporation of Terms of Separation Agreement. The Parties further acknowledge that the terms of the Separation Agreement shall apply to this Separation Date Release and are incorporated herein to the extent that they are not inconsistent with the express terms of this Separation Date Release.



 



DocuSign Envelope ID: A41D1E52-D264-47E4-9060-A92D758C10B1 12 157395.00802/128979940v.2 EXECUTION COPY 4. Return of Property. Executive confirms that he has met his obligations set forth in Section 4 of the Separation Agreement with respect to Executive’s return of Company property. 5. Separation Date Release Effective Date. Executive understands that this Separation Date Release shall be null and void (i) if executed by Executive before the Separation Date (as defined in the Separation Agreement), (ii) if executed by Executive before the Separation Agreement becomes effective, or (iii) if not executed by Executive within twenty-one (21) days following the Separation Date (as defined in the Separation Agreement). This Separation Date Release will become effective on the eighth (8th) day after Executive signed this Separation Date Release, so long as it has been signed by the Parties and has not been revoked by either Party before that date (the “Separation Effective Date”). The Company will provide Executive with the consideration provided by Sections 1 and 3 of the Separation Agreement in accordance with the terms of that agreement. 6. No Admission of Liability. Executive understands and acknowledges that this Separation Date Release constitutes a compromise and settlement of any and all actual or potential disputed claims by Executive. No action taken by the Company, either previously or in connection with this Separation Date Release, shall be deemed or construed to be (a) an admission of the truth or falsity of any actual or potential claims or (b) an acknowledgment or admission by the Company of any fault or liability whatsoever to Executive or to any third party. 7. Authority. The Company each represent and warrant that the undersigned has the authority to act on behalf of the Company and to bind the Company and all who may claim through it to the terms and conditions of this Separation Date Release. Executive represents and warrants that Executive has the capacity to act on Executive’s own behalf and on behalf of all who might claim through Executive to bind them to the terms and conditions of this Separation Date Release. Each Party warrants and represents that there are no liens or claims of lien or assignments in

law or equity or otherwise of or against any of the claims or causes of action released herein. 8. Voluntary Execution of Agreement. Executive understands and agrees that Executive executed this Separation Date Release voluntarily, without any duress or undue influence on the part or behalf of the Company or any third party, with the full intent of releasing all of Executive’s claims against any of the Releasees. Executive acknowledges that: (a) Executive has read this Separation Date Release; (b) Executive (i) has until twenty-one (21) days from Separation Date (as defined in the Separation Agreement) to sign this Separation Date Release, and (ii) Executive cannot sign this Separation Date Release before the Separation Date (as defined in the Separation Agreement); (c) Executive has been represented in the preparation, negotiation, and execution of this Separation Date Release by legal counsel of Executive’s own choice or has elected not to retain legal counsel; (d) Executive understands the terms and consequences of this Separation Date Release and of the releases it contains; (e) Executive has not relied upon any representations or statements made by the Company that are not specifically set forth in this Separation Date Release or in the Separation Agreement; and (f) Executive is fully aware of the legal and binding effect of this Separation Date Release.



 



DocuSign Envelope ID: A41D1E52-D264-47E4-9060-A92D758C10B1 13 157395.00802/128979940v.2 EXECUTION COPY IN WITNESS WHEREOF, the Parties have executed this Agreement on the respective dates set forth below. Johan Broekhuysen, an individual Dated: Johan Broekhuysen BLACKSKY TECHNOLOGY INC. Dated: By: Brian O’Toole Chief Executive Officer
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Exhibit 31.1

CERTIFICATION PURSUANT TO
RULES 13a-14(a) AND 15d-14(a) UNDER THE SECURITIES EXCHANGE ACT OF 1934,

AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Brian O’Toole, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2022 of BlackSky Technology 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 the registrant's board of directors (or persons performing the equivalent functions):

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

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

Date: August 10, 2022
/s/ Brian O’Toole
Brian O’Toole
President and Chief Executive Officer
(Principal Executive Officer)



Exhibit 31.2
CERTIFICATION PURSUANT TO

RULES 13a-14(a) AND 15d-14(a) UNDER THE SECURITIES EXCHANGE ACT OF 1934,
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Henry Dubois, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2022 of BlackSky Technology 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 the registrant's board of directors (or persons performing the equivalent functions):

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

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

Date: August 10, 2022
/s/ Henry Dubois
Henry Dubois
Chief Financial Officer
(Principal Financial Officer)



Exhibit 32.1

CERTIFICATION OF PRINCIPAL 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 Annual Report of BlackSky Technology Inc. (the “Company”) on Form 10-K for the quarter ended June 30, 2022 as filed with the Securities and
Exchange Commission on the date hereof (the “Report”), I, Brian O’Toole, hereby certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley
Act of 2002, that:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

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

/s/ Brian O’Toole
Brian O’Toole
President, Chief Executive Officer
(Principal Executive Officer)
Date: August 10, 2022

    



Exhibit 32.2

CERTIFICATION OF PRINCIPAL 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 Annual Report of BlackSky Technology Inc. (the “Company”) on Form 10-Q for the quarter ended June 30, 2022 as filed with the Securities and
Exchange Commission on the date hereof (the “Report”), I, Henry Dubois, hereby certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley
Act of 2002, that:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

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

/s/ Henry Dubois
Henry Dubois
Chief Financial Officer
(Principal Financial Officer)
Date: August 10, 2022


