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PART I. FINANCIAL INFORMATION
Item 1. Condensed Consolidated Financial Statements
InnerWorkings, Inc. and subsidiaries
Condensed Consolidated Statements of Comprehensive Loss
(Unaudited)
Three Months Ended June 30,
2019
(in thousands, except per share data)
Revenue
Cost of goods sold

$

2018

284,053
214,986

Gross profit
Operating expenses:
Selling, general and administrative expenses
Depreciation and amortization
Restructuring charges
Income from operations

Six Months Ended June 30,

$

2019

281,967
217,096

$

2018

551,291
421,029

$

556,506
425,568

69,067

64,871

130,262

130,938

58,661
3,233
3,698

59,002
3,514
—

114,466
5,849
7,632

120,169
7,173
—

3,475

2,355

2,315

3,596

Other income (expense):
Interest income
Interest expense
Other income (expense), net

104
(2,486)
279

54
(1,517)
(588)

202
(5,232)
(460)

115
(3,085)
(1,433)

Total other expense

(2,103)

(2,051)

(5,490)

(4,403)

(3,175)
456

(807)
1,176

Income (loss) before income taxes
Income tax expense

1,372
2,541

304
603

Net loss

$

(1,169)

$

(299)

$

(3,631)

$

(1,983)

Basic loss per share
Diluted loss per share

$
$

(0.02)
(0.02)

$
$

(0.01)
(0.01)

$
$

(0.07)
(0.07)

$
$

(0.04)
(0.04)

Comprehensive loss

$

(916)

$

(5,906)

$

(2,631)

$

(4,226)

The accompanying notes form an integral part of the condensed consolidated financial statements.
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InnerWorkings, Inc. and subsidiaries
Condensed Consolidated Balance Sheets
(Unaudited)
(in thousands, except per share data)
Assets

June 30, 2019

December 31, 2018

(unaudited)

Current assets:
Cash and cash equivalents
Accounts receivable, net of allowance for doubtful accounts of $3,697 and $4,880,
respectively
Unbilled revenue
Inventories
Prepaid expenses
Other current assets
Total current assets

$

Property and equipment, net
Intangibles and other assets:
Goodwill
Intangible assets, net
Right of use assets, net
Deferred income taxes
Other non-current assets
Total intangibles and other assets

33,999
188,687

$

60,911
51,553
15,132
28,707

46,474
56,001
16,982
34,106

378,989
36,466

373,586
82,933

152,203
8,774
50,460
1,091
3,613

152,158
9,828
—
1,195
2,976

216,141

Total assets

26,770
193,253

166,157

$

631,596

$

622,676

$

140,492
37,446
21,532
157,675
34,877

$

158,449
35,474
17,614
142,736
26,231

Liabilities and stockholders' equity
Current liabilities:
Accounts payable
Accrued expenses
Deferred revenue
Revolving credit facility - current
Other current liabilities
Total current liabilities
Lease liabilities
Deferred income taxes
Other non-current liabilities
Total liabilities
Commitments and contingencies
Stockholders' equity:
Common stock, par value $0.0001 per share, 200,000 and 200,000 shares authorized,
64,629, and 64,495 shares issued, and 51,941 and 51,807 shares outstanding, respectively
Additional paid-in capital
Treasury stock at cost, 12,688 and 12,688 shares, respectively
Accumulated other comprehensive loss
Retained earnings
Total stockholders' equity
Total liabilities and stockholders' equity

392,022
46,615
8,295
1,995

380,504
—
8,178
50,903

448,927

439,585

6

6

242,010
(81,471)
(23,309)
45,433

239,960
(81,471)
(24,309)
48,905

182,669
$

631,596

183,091
$

The accompanying notes form an integral part of the condensed consolidated financial statements.
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622,676

InnerWorkings, Inc. and subsidiaries
Condensed Consolidated Statements of Stockholders' Equity
(Unaudited)
Common Stock
(in thousands)

Shares

Balance as of April 1, 2019

64,534

Treasury Stock

Amount
$

Shares
6

12,688

Amount
$

(81,471)

Additional
Paid-in-Capital

Accumulated Other
Comprehensive Loss

$

$

240,734

(23,562)

Retained
Earnings
$

Net loss

46,602

Total
$

(1,169)

Total other comprehensive income foreign currency translation
adjustments

(1,169)

253

253

Comprehensive loss

(916)

Issuance of common stock upon
exercise of stock awards, net of
withheld shares

95

(126)

Stock-based compensation expense

(126)

1,402

1,402

Cumulative effect of change related
to adoption of ASC 842

—
64,629

Balance as of June 30, 2019

$

6

Common Stock
(in thousands)

Shares

Balance as of December 31, 2018

64,495

$

(81,471)

Treasury Stock

Amount
$

12,688

Shares
6

12,688

Amount
$

(81,471)

$

242,010

$

(23,309)

Additional
Paid-in-Capital

Accumulated Other
Comprehensive Loss

$

$

239,960

(24,309)

$

45,433

$

Retained
Earnings
$

Net loss

48,905

Comprehensive loss
Issuance of common stock upon
exercise of stock awards, net of
withheld shares

182,669

Total
$

(3,631)

Total other comprehensive income foreign currency translation
adjustments

183,091
(3,631)

1,000

1,000
(2,631)

134

(91)

Stock-based compensation expense

(91)

2,141

2,141

Cumulative effect of change related
to adoption of ASC 842
Balance as of June 30, 2019

182,309

64,629

$

6

12,688

$

(81,471)

$

242,010

$

(23,309)

The accompanying notes form an integral part of the condensed consolidated financial statements.
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$

159
45,433

$

159
182,669

InnerWorkings, Inc. and subsidiaries
Condensed Consolidated Statements of Stockholders' Equity - (continued)
(Unaudited)
Common Stock
(in thousands)

Shares

Balance as of April 1, 2018

64,103

Treasury Stock

Amount
$

Shares
6

10,952

Amount
$

(64,544)

Additional
Paid-in-Capital

Accumulated Other
Comprehensive Loss

$

$

236,664

(15,865)

Retained
Earnings
$

Net loss

123,393

Total
$

(299)

Total other comprehensive loss foreign currency translation
adjustments

(299)

(5,607)

(5,607)

Comprehensive loss

(5,906)

Issuance of common stock upon
exercise of stock awards, net of
withheld shares

269

(436)

Acquisition of treasury shares

1,736

(436)

(16,927)

(16,927)

Stock-based compensation expense

1,406

1,406

Cumulative effect of change related
to adoption of ASC 606
Cumulative effect of change related
to adoption of ASU 2016-16

—
—
64,372

Balance as of June 30, 2018

$

6

Common Stock
(in thousands)

Shares

Balance at December 31, 2017

64,075

$

(81,471)

Treasury Stock

Amount
$

12,688

Shares
6

10,020

Amount
$

(55,873)

$

237,634

$

(21,472)

Additional
Paid-in-Capital

Accumulated Other
Comprehensive Loss

$

$

235,199

(19,229)

$

123,094

$

Retained
Earnings
$

Net loss

124,442

257,791

Total
$

(1,983)

Total other comprehensive loss foreign currency translation
adjustments

284,545
(1,983)

(2,243)

(2,243)

Comprehensive loss

(4,226)

Issuance of common stock upon
exercise of stock awards, net of
withheld shares

297

(388)

Acquisition of treasury shares

2,668

(388)

(25,598)

(25,598)

Stock-based compensation expense

2,823

2,823

Cumulative effect of change related
to adoption of ASC 606

482

Cumulative effect of change related
to adoption of ASU 2016-16
Balance as of June 30, 2018

279,654

482

153
64,372

$

6

12,688

$

(81,471)

$

237,634

$

(21,472)

The accompanying notes form an integral part of the condensed consolidated financial statements.
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$

123,094

153
$

257,791

InnerWorkings, Inc. and subsidiaries
Condensed Consolidated Statements of Cash Flows
(Unaudited)
Six Months Ended June 30,
2019
(in thousands)
Cash flows from operating activities
Net loss
Adjustments to reconcile net loss to net cash from operating activities:
Depreciation and amortization
Stock-based compensation expense
Bad debt provision
Implementation cost amortization
Other operating activities
Change in assets:
Accounts receivable and unbilled revenue
Inventories
Prepaid expenses and other assets
Change in liabilities:
Accounts payable
Accrued expenses and other liabilities

$

Net cash (used in) provided by operating activities

2018

(3,631)

$

(1,983)

5,849
2,141
689
213
224

7,173
2,823
630
263
(154)

(10,225)
4,488
(4,318)

21,643
(87)
9,424

(17,670)
23,529

(18,735)
1,643

1,289

22,640

Cash flows from investing activities
Purchases of property and equipment

(6,881)

(5,490)

Net cash used in investing activities

(6,881)

(5,490)

Cash flows from financing activities
Net borrowings from revolving credit facility
Net short-term secured repayments
Repurchases of common stock
Proceeds from exercise of stock options
Payment of debt issuance costs
Other financing activities

14,908
(833)
—
63
(935)
(156)

8,629
(578)
(25,689)
284
—
(695)

Net cash provided by (used in) financing activities

13,047

(18,049)

Effect of exchange rate changes on cash and cash equivalents

(226)

Increase (Decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of period

(1,397)

7,229
26,770
$

Cash and cash equivalents, end of period

33,999

The accompanying notes form an integral part of the condensed consolidated financial statements.
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(2,296)
30,562
$

28,266

InnerWorkings, Inc. and subsidiaries
Notes to Condensed Consolidated Financial Statements (Unaudited)
Three and Six Months Ended June 30, 2019

1. Summary of Significant Accounting Policies
Basis of Presentation of Interim Financial Statements
The accompanying unaudited condensed consolidated financial statements of InnerWorkings, Inc. and subsidiaries (the “Company”) included herein
have been prepared to conform to the rules and regulations of the Securities and Exchange Commission (“SEC”) and accounting principles generally
accepted in the United States (“GAAP”) for interim financial information. Certain information and footnote disclosures normally included in financial
statements prepared in accordance with GAAP have been condensed or omitted pursuant to such rules and regulations. In the opinion of management, all
adjustments considered necessary for a fair presentation of the accompanying unaudited financial statements have been included, and all adjustments are of a
normal and recurring nature. The operating results for the three and six month periods ended June 30, 2019 are not necessarily indicative of the results to be
expected for the full year ending December 31, 2019. These condensed consolidated interim financial statements and notes should be read in conjunction
with the Company’s Consolidated Financial Statements and Notes thereto as of and for the year ended December 31, 2018 included in the Company’s
Annual Report on Form 10-K filed with the SEC on March 19, 2019.
Description of the Business
The Company was incorporated in the state of Delaware on January 3, 2006. The Company is a leading global marketing execution firm for some of
the world's most marketing intensive companies, including those in the Fortune 1000, across a wide range of industries. As a comprehensive outsourced
enterprise solution, the Company leverages proprietary technology, an extensive supplier network and deep domain expertise to streamline the creation,
production and distribution of marketing and promotional materials, signage and displays, retail experiences, events and promotions and packaging across
every major market worldwide. The items the Company sources are generally procured through the marketing supply chain and are referred to collectively as
marketing materials. The Company’s technology and database of information is designed to capitalize on excess manufacturing capacity and other
inefficiencies in the traditional marketing and print supply chain to obtain favorable pricing and to deliver high-quality products and services.
During the third quarter of 2018, the Company changed its reportable segments. The Company is now organized and managed by the chief operating
decision maker for purposes of resource allocation and assessing performance as three operating segments: North America, EMEA and LATAM. The
Company reflected the segment change as if it had occurred in all periods presented. See Note 14 for further information about the Company’s reportable
segments.
Preparation of Financial Statements and Use of Estimates
The preparation of the consolidated financial statements is in conformity with GAAP, which requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosures of contingent assets and liabilities as of the date of the financial statements and the
reported amounts of revenue and expenses during the reporting periods. On an ongoing basis, the Company evaluates its estimates, including those related to
product returns, allowance for doubtful accounts, inventories and inventory valuation, valuation and impairments of goodwill and long-lived assets, income
taxes, accrued bonus, contingencies, stock-based compensation and litigation costs. The Company bases its estimates on historical experience and on other
assumptions that management believes are reasonable under the circumstances. These estimates form the basis for making judgments about the carrying value
of assets and liabilities when those values are not readily apparent from other sources. Actual results may differ from those estimates.
Foreign Currency Translation
The Company determines the functional currency for its parent company and each of its subsidiaries by reviewing the currencies in which their
respective operating activities occur. Assets and liabilities where the functional currency differs from the reporting currency, these amounts are translated into
U.S. currency at the rates of exchange at the balance sheet date. Income and expense items are translated at average monthly rates of exchange. The resulting
translation adjustments are included in accumulated other comprehensive loss, a separate component of stockholders’ equity. Transaction gains and losses
arising from activities in other than the applicable functional currency are calculated using average exchange rates for the applicable period and reported in
net income as a non-operating item in each period. Non-monetary balance sheet items denominated in a currency other than the applicable functional
currency are translated using the historical rate.
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InnerWorkings, Inc. and subsidiaries
Notes to Condensed Consolidated Financial Statements (Unaudited)
Three and Six Months Ended June 30, 2019

Argentinian Highly Inflationary Accounting
In the second quarter of 2018, the Argentinian economy was classified as highly inflationary under GAAP due to multiple years of increasing inflation,
the devaluation of the Argentine peso ("ARS") and increasing borrowing rates. Effective July 1, 2018, the Company's Argentinian subsidiary is being
accounted for under highly inflationary accounting rules, which principally means all transactions are recorded in U.S. dollars. The Company uses the official
ARS exchange rate to translate the results of its Argentinian operations into U.S. dollars. As of June 30, 2019, the Company had a balance of net monetary
assets denominated in ARS of approximately 75.4 million ARS, and the exchange rate was approximately 42.6 ARS per U.S. dollar.
During the three and six months ended June 30, 2019, the Company recorded $0.2 million and $0.1 million, respectively, of favorable currency
impacts within Other income (expense). For the three and six months ended June 30, 2019, the Company's Argentinian operations generated revenue of $1.1
million and $1.7 million and gross margin of $0.1 million and $0.2 million, respectively.
Revenue Recognition
Revenue is measured based on consideration specified in a contract with a customer and the Company recognizes revenue when it satisfies a
performance obligation by transferring control over a product or service to a customer which may be at a point in time or over time. Unbilled revenue
represents shipments or deliveries that have been made to customers for which the related account receivable has not yet been invoiced.
Shipping and handling costs after control over a product has transferred to a customer are expensed as incurred and are included in cost of goods sold
in the condensed consolidated statements of operations.
In accordance with Financial Accounting Standards Board ("FASB") Accounting Standards Codification ("ASC") Topic 606, Revenue from Contracts
with Customers, the Company generally reports revenue on a gross basis because the Company typically controls the goods or services before transferring to
the customer. Under these arrangements, the Company is primarily responsible for the fulfillment, including the acceptability, of the marketing materials and
other products or services. In addition, the Company has reasonable discretion in establishing the price, and in some transactions, the Company also has
inventory risk and is involved in the determination of the nature or characteristics of the marketing materials and products. In some arrangements, the
Company is not primarily responsible for fulfilling the goods or services. In arrangements of this nature, the Company does not control the goods or services
before they are transferred to the customer and such revenue is reported on a net basis.
Some service revenue, including stand-alone creative and other services, may be earned over time; however, the difference from recognizing that
revenue over time compared to a point in time (i.e., when the service is completed and accepted by the customer) is not material. Service revenue has not been
material to the Company's overall revenue to date.
The Company records taxes collected from customers and remitted to governmental authorities on a net basis.
Recent Accounting Pronouncements
Recently Adopted Accounting Standards
In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842). This pronouncement requires lessees to recognize a liability for lease
obligations, which represents the discounted obligation to make future lease payments, and a corresponding right-of-use asset on the balance sheet. The
Company adopted ASU 2016-02, along with related clarifications and improvements, as of January 1, 2019, using the modified retrospective approach,
which allows the Company to apply ASC 840, Leases, in the comparative periods presented in the year of adoption. The cumulative effect of adoption was
recorded as an adjustment to the opening balance of retained earnings in the period of adoption.
The Company elected to use the package of practical expedients, which permitted the Company to not reassess: (i) whether a contract is or contains a
lease, (ii) lease classification, and (iii) initial direct costs resulting from the lease. The Company has not elected the hindsight practical expedient, which
permits the use of hindsight when determining lease term and impairment of operating lease assets. The Company elected to apply the short-term lease
exception, which allows the Company to keep leases with terms of 12 months or less off the balance sheet. The Company also elected to combine lease and
non-lease components as a single component for the Company's entire population of lease assets.
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InnerWorkings, Inc. and subsidiaries
Notes to Condensed Consolidated Financial Statements (Unaudited)
Three and Six Months Ended June 30, 2019

Adoption of the new standard resulted in the recording of net lease assets and lease liabilities of approximately $39.4 million and $41.5 million,
respectively, as of January 1, 2019. The $2.1 million difference in the lease liabilities and net lease assets represents the net ASC 840 lease liabilities at the
effective date that were netted against the initial right-of-use-asset, which included: straight-line rent, prepaid rent, and lease incentives. The $0.2 million
transition adjustment to retained earnings was comprised of $1.0 million of build-to-suit financing lease assets that were derecognized and recorded as
operating leases in transition and $0.5 million of initial impairment to right-of-use-assets, which were partially offset by the related deferred tax effect of $0.3
million.
Adoption of ASU 2016-02 did not materially impact the Company's consolidated net earnings nor cash flows, and did not have a notable impact on
the Company's liquidity or debt-covenant compliance under the Company's current agreements.
In the first quarter of 2019, the FASB issued ASU No. 2018-02, Reclassification of Certain Tax Effects from Accumulated Other Comprehensive
Income, which amends ASC 220, Income Statement - Reporting Comprehensive Income. This ASU allows a reclassification from accumulated OCI to retained
earnings for stranded tax effects resulting from tax reform. This update is effective for fiscal years beginning after December 15, 2018, including interim
periods therein, and early adoption is permitted. An election was not made to reclassify the income tax effects of the Tax Cuts and Jobs Act (“Tax Reform
Act”) from accumulated other comprehensive income to retained earnings. The adoption of this ASU did not have a material impact on the Company's
consolidated financial statements.
Recently Issued Accounting Pronouncements Not Yet Adopted
In June 2016, the FASB issued ASU No. 2016-13, Financial Instruments - Credit Losses (Topic 326): Measurement of Credit Losses on Financial
Instruments, which requires entities to measure the impairment of certain financial instruments, including trade receivables, based on expected losses rather
than incurred losses. The effective date is for fiscal years beginning after December 15, 2019, with early adoption permitted for financial statement periods
beginning after December 15, 2018. The Company is evaluating the potential effects of the ASU on the consolidated financial statements.
In August 2018, the FASB issued ASU No. 2018-13, Disclosure Framework - Changes to the Disclosure Requirements for Fair Value Measurement ,
which amends ASC 820, Fair Value Measurement . This ASU modifies the disclosure requirements for fair value measurements by removing, modifying, or
adding certain disclosures. The effective date is the first quarter of fiscal year 2021, with early adoption permitted for the removed disclosures and delayed
adoption until fiscal year 2021 permitted for the new disclosures. The removed and modified disclosures will be adopted on a retrospective basis and the new
disclosures will be adopted on a prospective basis. The Company is evaluating the potential effects of the ASU on the consolidated financial statements.
2. Revenue Recognition
Nature of Goods and Services
The Company primarily generates revenue from the procurement of marketing materials for customers. Service revenue, including creative, design,
installation, warehousing and other services, has not been material to the Company’s overall revenue to date.
Products and services may be sold separately or in bundled packages. For bundled packages, the Company accounts for individual products and
services separately if they are distinct - that is, if a product or service is separately identifiable from other items in the bundled package and if a customer can
benefit from it on its own or with other resources that are readily available to the customer.
The Company includes any fixed charges per its contracts as part of the total transaction price. The transaction price is allocated between separate
products and services in a bundle based on their standalone selling prices. The standalone selling prices are generally determined based on the prices at
which the Company separately sells the products and services.
Contracts may include variable consideration (for example, customer incentives like rebates), and to the extent that variable consideration is not
constrained, the Company includes the expected amount within the total transaction price and updates its assumptions over the duration of the contract. The
constraint will generally not result in a reduction in the estimated transaction price.
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InnerWorkings, Inc. and subsidiaries
Notes to Condensed Consolidated Financial Statements (Unaudited)
Three and Six Months Ended June 30, 2019

The Company’s performance obligations related to the procurement of marketing materials are typically satisfied upon shipment or delivery of its
products to customers. Payment is typically due from the customer at this time or shortly thereafter. Unbilled revenue represents shipments or deliveries that
have been made to customers for which the related account receivable has not yet been invoiced. The Company does not have material future performance
obligations that extend beyond one year.
Some service revenue may be recognized over time, but the difference between recognizing that revenue over time versus at a point in time when the
service is completed and accepted by the customer is not material to the Company’s overall revenue to date.
Costs to Fulfill Customer Contracts and Contract Liabilities
The Company capitalizes certain setup costs related to new customers as fulfillment costs. Capitalized contract costs are amortized over the expected
period of benefit using the straight-line method which is generally three years. For the three and six months ended June 30, 2019, the amount of amortization
was $0.1 million and $0.2 million, respectively, and there was no impairment loss in relation to the capitalized costs in either period presented.
Contract liabilities are referred to as deferred revenue in the condensed consolidated financial statements. We record deferred revenue when cash
payments are received in advance of satisfying our performance obligations and we recognize revenue as these obligations are satisfied.
The following is a summary of Company's costs to fulfill and contract liabilities as of June 30, 2019 and December 31, 2018 (in thousands):
June 30, 2019
Costs to fulfill
Contract liabilities
Cash received
Revenue recognized

1,258
21,532
5,082
1,100

December 31, 2018
1,152
17,614
11,387
11,850

Costs to Obtain a Customer Contract
The Company incurs certain incremental costs to obtain a contract that the Company expects to recover. The Company applies a practical expedient
and recognizes the incremental costs of obtaining contracts as an expense when incurred if the amortization period of the assets that the Company otherwise
would have recognized is one year or less. No incremental costs to obtain a contract incurred by the Company during the six months ended June 30, 2019
and 2018 were required to be capitalized. These costs would primarily relate to commissions paid to our account executives and are included in selling,
general and administrative expenses.
Transaction Price Allocated to Remaining Performance Obligations
ASC 606 requires that the Company disclose the aggregate amount of transaction price that is allocated to performance obligations that have not yet
been satisfied as of June 30, 2019. The Company does not have material future performance obligations that extend beyond one year. Accordingly, the
Company has applied the optional exemption for contracts that have an original expected duration of one year or less. The nature of the remaining
performance obligations as well as the nature of the variability and how it will be resolved is described above.
3. Leases
The Company leases office space, warehouses, automobiles, and equipment. The Company determines whether a contract is or contains a lease at the
inception of the contract. A contract will be deemed to be or contain a lease if the contract conveys the right to control and direct the use of identified office
space, warehouse or equipment for a period of time in exchange for consideration. The Company generally must also have the right to obtain substantially all
the economic benefits from the use of the office space, warehouse and equipment. The leases are recorded as right-of-use ("ROU") assets and lease liabilities
for leases with terms greater than 12 months. The Company’s leases generally have terms of 1-10 years, with certain leases including
12
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renewal options to extend the leases for additional periods at the Company’s discretion. Generally, the lease term is the minimum of the noncancelable period
of the lease, as the Company is not reasonably certain to exercise renewal options. Sublease income is not significant.
Operating lease expense is recognized on a straight-line basis over the lease term, while variable lease payments are expensed as incurred. Tenant
allowances used to fund leasehold improvements are recognized when earned and reduce the right-of-use asset related to the lease. These are amortized
through the right-of-use asset as reductions of expense over the lease term.
Operating lease assets and liabilities are recognized at the lease commencement date. Operating lease liabilities represent the present value of lease
payments not yet paid. Operating lease assets represent the right to use an underlying asset and are based upon the operating lease liabilities adjusted for
prepayments or accrued lease payments, initial direct costs, lease incentives, and impairment of operating lease assets. To determine the present value of lease
payments not yet paid, the Company estimates incremental secured borrowing rates corresponding to the maturities of the leases. The Company estimates this
rate based on prevailing financial market conditions as rates are not implicitly stated in most leases. The Company’s lease agreements do not contain any
material residual value guarantees or material restrictive covenants. Leased assets are presented net of accumulated amortization. Variable lease payment
amounts that cannot be determined at the commencement of the lease, such as increases in lease payments based on changes in index rates or usage, are not
included in the ROU assets or liabilities; instead, these are expensed as incurred and recorded as variable lease expense.
Supplemental balance sheet information related to leases was as follows (in thousands):
June 30, 2019
Right of use assets:
Operating leases:
Right of use assets
Finance leases:
Right of use assets:
Right of use asset, cost
Accumulated amortization

$

$

Right of use asset, net

$

50,451

19
(10)
9
50,460

Total right of use assets, net
Lease liabilities:
Current
Operating
Finance
Non-current
Operating
Finance
Total lease liabilities

13

$

6,928
82

$

46,419
196

$

53,625
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The components of lease cost were as follows:
(in thousands)

June 30, 2019

Operating lease cost
Variable lease cost
Short-term lease cost
Finance lease cost:
Amortization of right-of-use assets
Interest on lease liabilities
Total financing lease cost

$

4,693
578
1,143
—
1
17

$

18

$

6,397

Sublease income

35

Total lease cost
Average lease terms and discount rates were as follows:

June 30, 2019
Weighted-average remaining lease term (years)
Operating leases
Financing leases
Weighted-average discount rate
Operating leases
Financing leases

7.38
3.18
6.57%
12.49%

Supplemental cash flow information related to leases was as follows (in thousands):
June 30, 2019
Cash paid for amounts included in the measurement of lease liabilities:
Operating cash flows from finance leases
Operating cash flows from operating leases

$

53
3,624

Total

$

3,677

The aggregate future lease payments for operating and finance leases as of June 30, 2019 are as follows (in thousands):
Operating

Finance

Remaining 2019
2020
2021
2022
2023
Thereafter

$

4,463
9,783
10,494
9,279
7,856
27,491

$

53
106
106
51
11
—

Total lease payments
Less: Interest

$

69,366
16,019

$

327
49

Present value of lease liabilities

$

53,347

$

278
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The aggregate future lease payments for operating and capital leases as of December 31, 2018 were as follows (in thousands):
Operating
2019
2020
2021
2022
2023
Thereafter

$

6,383
5,017
4,422
3,245
2,068
1,966

Total lease payments

$

23,101

4. Goodwill
The following is a summary of the goodwill balance for each reportable segment as of June 30, 2019 (in thousands):
North America

EMEA

LATAM

Total

Goodwill as of December 31, 2018
Foreign exchange impact

$

152,158
45

$

—
—

$

—
—

$

152,158
45

Goodwill as of June 30, 2019

$

152,203

$

—

$

—

$

152,203

Goodwill represents the excess of purchase price and related costs over the value assigned to the net tangible and identifiable intangible assets of
businesses acquired. In accordance with ASC 350, Intangibles – Goodwill and Other, goodwill is not amortized, but instead is tested for impairment
annually, or more frequently if circumstances indicate a possible impairment may exist. Absent any interim indicators of impairment, the Company tests for
goodwill impairment as of the first day of the fourth fiscal quarter of each year.
The fair value estimates used in the goodwill impairment analysis require significant judgment. The fair value estimates were based on assumptions
management believes to be reasonable, but that are inherently uncertain, including estimates of future revenue and operating margins and assumptions about
the overall economic climate and the competitive environment for the business.
The Company most recently recognized an impairment of a portion of its goodwill in the North America reportable segment as of December 31, 2018,
as outlined below. The Company further considered indicators for impairment at June 30, 2019 given the significant level of goodwill remaining in the
reportable segment as well as the recent impairment test. The fair value determination of the reporting unit primarily relies on management judgments around
timing of generating revenue from recent new customer wins as well as timing of benefits expected to be received from the significant restructuring actions
currently underway (see Note 6). If assumptions surrounding either of these factors change, then a future impairment charge may occur.
2018 Goodwill Impairment Charges
During the quarter ended September 30, 2018, the Company changed its segments and re-evaluated its reporting units. This change required an interim
impairment assessment of goodwill. The Company determined an enterprise value for its North America, EMEA and LATAM reporting units that considered
both discounted cash flow and guideline public company methods. The Company further compared the enterprise value of each reporting unit to its
respective carrying value. The enterprise value for North America exceeded its carrying value, which indicated that there was no impairment, whereas
enterprise values for the EMEA and LATAM reporting units were less than their respective carrying values, and as a result the Company recognized $20.8
million and $7.1 million goodwill impairment charges, respectively.
As of December 31, 2018, the Company performed an interim impairment assessment due to a triggering event caused by a sustained decrease in the
Company's stock price. The Company determined an enterprise value for its North America reporting unit that considered both the discounted cash flow and
guideline public company methods. The Company further
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compared the enterprise value of the reporting unit to its carrying value. The enterprise value for the North America reporting unit was less than its carrying
value and resulted in a $18.4 million non-cash goodwill impairment charge. No tax benefit was recognized on such charge, and this charge had no impact on
the Company's cash flows or compliance with debt covenants.
Prior to this 2018 activity, the Company previously recorded gross and accumulated impairment losses of $75.4 million resulting from prior period
goodwill impairment tests.
5. Other Intangibles and Long-Lived Assets
The following is a summary of the Company’s intangible assets as of June 30, 2019 and December 31, 2018 (in thousands):
June 30,
2019
Customer lists
Non-competition agreements
Trade names
Patents

$

73,708
950
2,510
57

December 31,
2018
$

77,225
(68,451)

Less accumulated amortization and impairment
$

Intangible assets, net

8,774

Weighted
Average Life

73,792
950
2,510
57

14.4
4.1
13.3
9.0

77,309
(67,481)
$

9,828

In accordance with ASC 350, Intangibles - Goodwill and Other, the Company amortizes its intangible assets with finite lives over their respective
estimated useful lives and reviews for impairment whenever impairment indicators exist. Impairment indicators could include significant under-performance
relative to the historical or projected future operating results, significant changes in the manner of use of assets, significant negative industry or economic
trends or significant changes in the Company’s market capitalization relative to net book value. Any changes in key assumptions used by the Company,
including those set forth above, could result in an impairment charge and such a charge could have a material adverse effect on the Company’s condensed
consolidated statements of comprehensive (loss) income. The Company’s intangible assets consist of customer lists, non-competition agreements, trade
names, and patents. The Company’s customer lists, which have an estimated weighted-average useful life of approximately fourteen years, are being
amortized using the economic life method. The Company’s non-competition agreements, trade names, and patents are being amortized on a straight-line
basis over their estimated weighted-average useful lives of approximately four years, thirteen years, and nine years, respectively.
Amortization expense related to these intangible assets was $0.6 million and $1.1 million for the three months ended June 30, 2019 and 2018,
respectively, and $1.1 million a n d $2.3 million for the six months ended June 30, 2019 and 2018, respectively. The Company's customer lists had
accumulated amortization and impairment of $65.4 million and $64.5 million as of June 30, 2019 and December 31, 2018, respectively. The Company's trade
names, non-competition agreements and patents were fully amortized or impaired as of June 30, 2019 and December 31, 2018, respectively.
As of June 30, 2019, estimated amortization expense for the remainder of 2019 and each of the next five years and thereafter is as follows (in
thousands):
Remainder of 2019
2020
2021
2022
2023
2024
Thereafter

2018 Intangible and Long-Lived Asset Impairment
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$

1,064
2,021
1,783
1,408
962
745
791

$

8,774
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In the third quarter of 2018, the Company changed its reporting units as part of a segment change, which required an interim impairment assessment.
The Company's intangible and long-lived assets associated with the reporting units assessed were also reviewed for impairment. It was determined that the
fair value of intangible assets in EMEA and LATAM was less than the recorded book value of certain customer lists. Additionally, it was determined that the
fair value of capitalized costs related to a legacy ERP system in EMEA was less than the recorded book value of such assets. As a result, the Company
recognized a $13.8 million non-cash, intangible asset impairment charge related to certain customer lists, which is included in the accumulated amortization
balance and impairment above. Of the total charge, $0.6 million related to the LATAM reportable segment, and $13.2 million related to the EMEA reportable
segment. During the third quarter of 2018, the Company also recognized a $3.0 million non-cash, long-lived asset impairment charge related to a legacy ERP
system in the EMEA reportable segment.
6. Restructuring Activities
2018 Restructuring Plan
On August 10, 2018, the Company approved a plan to reduce the Company's cost structure while driving value for its clients and stockholders. The
plan was adopted as a result of the Company's determination that its selling, general and administrative costs were disproportionately high in relation to its
revenue and gross profit. From adoption through completion of the plan, the Company expects to incur pre-tax cash restructuring charges of $20.0
million to $25.0 million and pre-tax non-cash restructuring charges of $0.4 million. Cash charges are expected to include $12.0 million to $15.0 million for
employee severance and related benefits and $8.0 million and $10.0 million for consulting fees and lease and contract terminations. Where required by law,
the Company will consult with each of the affected countries’ local Works Councils prior to implementing the plan. The plan was expected to be completed
by the end of 2019. On February 21, 2019, the Board of Directors approved a two-year extension to the restructuring plan through the end of 2021.
For the three and six months ended June 30, 2019, the Company recognized $3.7 million and $7.6 million, respectively, in restructuring charges.
The following table summarizes the accrued restructuring activities for this plan for the six months ended June 30, 2019 (in thousands):
Employee
Severance and
Related Benefits

Lease and Contract
Termination Costs

Other

Balance at December 31, 2018
Charges
Cash payments
Non-cash settlements/adjustments

$

357
2,174
(1,282)
(194)

$

286
759
(763)
(168)

$

Balance as of June 30, 2019

$

1,055

$

114

$

Total

706
4,699
(4,815)
—
590

$

1,349
7,632
(6,860)
(362)

$

1,759

During the six months ended June 30, 2019, the Company recorded the following restructuring costs within loss from operations and loss before
income taxes (in thousands):
North America
Restructuring charges

$

1,408

EMEA
$

1,405

LATAM
$

Other
74

$

4,745

Total
$

7,632

From adoption through June 30, 2019, the Company recognized $13.7 million in total restructuring charges pursuant to the 2018 Restructuring Plan.
2015 Restructuring Plan
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On December 14, 2015, the Company approved a global realignment plan that allowed the Company to more efficiently meet client needs across its
international platform. Through improved integration of global resources, the plan created back office and other efficiencies and allowed for the elimination
of approximately 100 positions. In connection with these actions, the Company incurred pre-tax cash restructuring charges of $6.7 million, the majority of
which were recognized during 2017. These cash charges included approximately $5.6 million for employee severance and related benefits and $1.1 million
for lease and contract terminations and other associated costs. The charges were all incurred by the end of 2017 with the final payouts of the charges expected
to occur in 2019. As required by law, the Company consulted with each of the affected countries’ local Works Councils throughout the plan.
The following table summarizes the accrued restructuring activities for this plan for the six months ended June 30, 2019 (in thousands), all of which
relate to EMEA:
Employee Severance
and Related Benefits

Lease and Contract
Termination Costs

Other

Total

Balance as of December 31, 2018
Cash payments

$

486
(364)

$

—
—

$

—
—

$

486
(364)

Balance as of June 30, 2019

$

122

$

—

$

—

$

122

7. Income Taxes
On December 22, 2017, the Tax Reform Act was enacted into law. The Tax Reform Act significantly revises the U.S. corporate income tax laws by,
amongst other things, reducing the corporate income tax rate from 35.0% to 21.0%. In addition to the tax rate reduction, the legislation establishes new
provisions that affect our 2019 results, including but not limited to: the creation of a new minimum tax called the base erosion anti-abuse tax ("BEAT"); a
new provision that taxes U.S. allocated expenses (e.g., interest and general administrative expenses) and currently taxes certain income greater than 10%
return on assets from foreign operations called Global Intangible Low-Tax Income (“GILTI”); a new limitation on deductible interest expense; and
limitations on the deductibility of certain employee compensation and benefits.
The Company's tax provision for interim periods is determined using an estimate of its annual effective tax rate, adjusted for discrete items. The
Company’s reported effective income tax rate was 185.2% and 198.4% for the three months ended June 30, 2019 and 2018, respectively. The Company’s
reported effective income tax rate was (14.4)% and (145.7)% for six months ended June 30, 2019 and 2018, respectively. The Company’s effective income
tax rate differs from the U.S. federal statutory rate each year due to certain operations that are subject to tax incentives, state and local taxes, valuation
allowances, impacts of the Tax Reform Act, and foreign tax rates that are different than the U.S. federal statutory tax rate. In addition, the effective tax rate can
be impacted each period by discrete factors and events such as a write-off of a deferred tax asset for stock‑based compensation due to the expiration of
unexercised stock options.
Valuation allowances are recorded to reduce deferred tax assets when it is more likely than not that a tax benefit will expire unutilized. At the end of
each reporting period, the Company reviews the realizability of its deferred tax assets. There were no material valuation adjustments for the three months
ended June 30, 2019 and 2018. Additionally, the Company continues to incur losses in jurisdictions which have valuation allowances against tax loss
carryforwards, so a tax benefit has not been recognized in the financial statements for these losses.
8. Loss Per Share
Basic loss per common share is calculated by dividing net loss by the weighted average number of common shares outstanding for the period. Diluted
loss per share is calculated by dividing net loss by the weighted average shares outstanding assuming dilution. Dilutive common shares outstanding is
computed using the Treasury Stock Method and reflects the additional shares that would be outstanding if dilutive stock options were exercised and
restricted stock and restricted stock units were settled for common shares during the period. In addition, dilutive shares include any shares issuable related to
PSUs for which the performance conditions have been met as of the end of the period.
There were no dilutive effects during the three and six months ended June 30, 2019 and 2018 as a result of a net loss incurred in each period. The
number of antidilutive securities excluded from the computation of diluted earnings per share
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amounts was not material. The computations of basic and diluted loss per share for the three and six months ended June 30, 2019 and 2018 are as follows (in
thousands, except per share amounts):
Three Months Ended June 30,
2019

Six Months Ended June 30,

2018

2019

2018

Numerator:
$

Net loss

(1,169)

Denominator:
Weighted-average shares outstanding – basic
Effect of dilutive securities:
Employee stock options and restricted common shares

51,883

Weighted-average shares outstanding – diluted
Basic loss per share
Diluted loss per share

$

$
$

(299)

$

51,770

(3,631)

$

51,857

(1,983)

52,738

—

—

—

—

51,883

51,770

51,857

52,738

(0.02)
(0.02)

$
$

(0.01)
(0.01)

$
$

(0.07)
(0.07)

$
$

(0.04)
(0.04)

9. Related Party Transactions
The Company provides print procurement services to Arthur J. Gallagher & Co. J. Patrick Gallagher, Jr., a member of the Company’s Board of
Directors, is the Chairman, President, and Chief Executive Officer of Arthur J. Gallagher & Co. and has a direct ownership interest in Arthur J. Gallagher & Co.
The total amount billed for such print procurement services during the three months ended June 30, 2019 and 2018 was $0.5 million and $0.5 million,
respectively, and $0.9 million and $0.7 million during the six months ended June 30, 2019 and 2018, respectively. The amounts receivable from Arthur J.
Gallagher & Co. were $0.4 million and $0.3 million as of June 30, 2019 and December 31, 2018, respectively.
In the fourth quarter of 2017, the Company began providing marketing execution services to Enova International, Inc. ("Enova"). David Fisher, a
member of the Company's Board of Directors, is the Chairman and Chief Executive Officer of Enova and has a direct ownership interest in Enova. The total
amount billed for such services during the three months ended June 30, 2019 and 2018 was $3.4 million and $2.2 million, respectively, and $6.1 million and
$4.0 million during the six months ended June 30, 2019 and 2018, respectively. The amounts receivable from Enova were $2.7 million and $2.0 million as of
June 30, 2019 and December 31, 2018, respectively.
10. Fair Value Measurement
ASC 820, Fair Value Measurement , includes a fair value hierarchy that is intended to increase consistency and comparability in fair value
measurements and related disclosures. The fair value hierarchy is based on observable or unobservable inputs to valuation techniques that are used to
measure fair value. Observable inputs reflect assumptions market participants would use in pricing an asset or liability based on market data obtained from
independent sources while unobservable inputs reflect a reporting entity’s pricing based upon its own market assumptions.
The fair value hierarchy consists of the following three levels:
•
•
•

Level 1: Inputs are quoted prices in active markets for identical assets or liabilities.
Level 2: Inputs are quoted prices for similar assets or liabilities in an active market, quoted prices for identical or similar assets or liabilities in
markets that are not active, and inputs other than quoted prices that are observable and market-corroborated inputs, which are derived principally
from or corroborated by observable market data.
Level 3: Inputs that are derived from valuation techniques in which one or more significant inputs or value drivers are unobservable.

The book value of the debt under the Credit Agreement (as defined herein) is considered to approximate its fair value as of June 30, 2019 as the
interest rates are considered in line with current market rates.
11. Commitments and Contingencies
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Legal Contingencies
In October 2013, the Company removed the former owner of Productions Graphics from his role as President of Productions Graphics, the Company’s
French subsidiary. He had been in that role since the Company’s 2011 acquisition of Productions Graphics, a European business then principally owned by
him. In December 2013, the former owner of Productions Graphics initiated a wrongful termination claim in the Commercial Court of Paris seeking
approximately €0.7 million (approximately $1.0 million) in fees and damages. In anticipation of this claim, in November 2013, he also obtained a judicial
asset attachment order in the amount of €0.7 million (approximately $1.0 million) as payment security; the attachment order was confirmed in January 2014,
and the Company filed an appeal of the order. In March 2015, the appellate court ruled in the Company’s favor in the attachment proceedings, releasing all
attachments. The Company disputes the allegations of the former owner of Productions Graphics and intends to vigorously defend these matters. In February
2014, based on a review the Company initiated into certain transactions associated with the former owner of Productions Graphics, the Company concluded
that he had engaged in fraud by inflating the results of the Productions Graphics business in order to induce the Company to pay him €7.1 million in
contingent consideration pursuant to the acquisition agreement. In light of those findings, in February 2014, the Company filed a criminal complaint in
France seeking to redress the harm caused by his conduct and this proceeding is currently pending. In addition, in September 2015, the Company initiated a
civil claim in the Paris Commercial Court against the former owner of Productions Graphics, seeking civil damages to redress these same harms. In addition to
these pending matters, there may be other potential disputes between the Company and the former owner of Productions Graphics relating to the acquisition
agreement. The Company had paid €5.8 million (approximately $8.0 million) in fixed consideration and €7.1 million (approximately $9.4 million) in
contingent consideration to the former owner of Productions Graphics; the remaining maximum contingent consideration under the acquisition agreemen t
was €34.5 million (approximately $37.6 million at the time) and the Company has determined that none of this amount was earned and payable.
In January 2014, a former finance employee of Productions Graphics initiated wrongful termination and overtime claims in the Labor Court of
Boulogne-Billancourt, and he currently seeks damages of approximately €0.6 million (approximately $0.7 million). The Company disputes these allegations
and intends to vigorously defend these matters. In addition, the Company’s criminal complaint in France, described above, seeks to redress harm caused by
this former employee in light of his participation in the fraudulent transactions described above. The labor claim has been stayed in deference to the
Company’s related criminal complaint.
12. Revolving Credit Facilities and Going Concern
The Company entered into a Credit Agreement, dated as of August 2, 2010, subsequently amended most recently as of March 15, 2019, among the
Company, the lenders party thereto and Bank of America, N.A., as Administrative Agent (the “Credit Agreement”) refinanced its debt, which is further
discussed in Note 15. At June 30, 2019 the Credit Agreement included a revolving commitment amount of $175 million and $160 million in the aggregate
through September 25, 2019 and September 25, 2020, respectively. The Credit Agreement also provided the Company the right to increase the aggregate
commitment amount by an additional $50 million. Outstanding borrowings under the revolving credit facility were guaranteed by the Company’s material
domestic subsidiaries, as defined in the Credit Agreement. The Company’s obligations under the Credit Agreement and such domestic subsidiaries’ guaranty
obligations were secured by substantially all of their respective assets. The ranges of applicable rates charged for interest on outstanding loans and letters of
credit were 50-225 basis point spread for loans based on the base rate and 150-325 basis point spread for letter of credit fees and loans based on the
Eurodollar rate.
The most recent amendment (i) modified the definition of the term “Consolidated EBITDA” as used in the covenant calculations, (ii) increased the
maximum leverage ratio to which the Company is subject for the trailing twelve month periods ended December 31, 2018 and March 31, 2019 and (iii)
decreased the minimum interest coverage ratio to which the Company is subject for the trailing twelve month periods ended December 31, 2018 and
March 31, 2019. All ratios for fiscal periods thereafter remained unchanged.
The terms of the Credit Agreement included various covenants, including covenants that require the Company to maintain a maximum leverage ratio
and a minimum interest coverage ratio. The most recent amendment to the Credit Agreement modified the maximum leverage ratio
from 3.50 to 1.00 to 4.50 to 1.00 for the trailing twelve months ended December 31, 2018, and from 3.00 to 1.00 to 4.75 to 1.00 for the trailing twelve months
ended March 31, 2019. The maximum leverage ratio is 3.00 to 1.00 for the trailing twelve months ended June 30, 2019 and each period thereafter. The most
recent amendment to the Credit Agreement also modified the minimum interest coverage ratio from 5.00 to 1.00 to 4.00 to 1.00 for the trailing twelve months
ended December 31, 2018 and from 5.00 to 1.00 to 3.50 to 1.00 for the trailing twelve months ended March 31, 2019.
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The minimum interest coverage ratio is 5.00 to 1.00 for the trailing twelve months ended June 30, 2019 and each period thereafter. The Company was in
violation of the debt covenants under the credit agreement as of June 30, 2019; however, the Company successfully completed refinancing of its debt, which
is further discussed in Note 15, prior to the financial statement issuance date.
The revised covenants only affected the fourth quarter of 2018 and the first quarter of 2019. Therefore, the covenant for the second quarter of 2019
remains unchanged and the Company concluded that it has exceeded the maximum leverage ratio and the minimum interest coverage ratio, allowing the
lenders to demand repayment of the outstanding debt. Accordingly, the outstanding balance under the Credit Agreement is presented as a current liability as
of June 30, 2019 based on the guidance in ASC 470, Debt.
Additionally, under ASC 205, Presentation of Financial Statements, the Company is required to consider and has evaluated whether there is
substantial doubt that it has the ability to meet its obligations within one year from the financial statement issuance date. This assessment also includes the
Company’s consideration of any management plans to alleviate such doubts. As of December 31, 2018, the inability of the Company to meet its covenant
obligations beyond the covenant waiver periods cast substantial doubt on the Company’s ability to meet its obligations within one year from the financial
statement issuance date. However, following the successful refinancing of its debt described in Note 15, management completed an updated evaluation of the
Company’s ability to continue as a going concern and has concluded the factors that raised substantial doubts about the Company’s ability to continue as a
going concern have been successfully remediated as of the financial statement issuance date.
At June 30, 2019, the Company had $1.5 million of letters of credit which have not been drawn upon. The amount outstanding under the Company's'
revolving credit facility was $157.7 million and $142.7 million as of June 30, 2019 and December 31, 2018, respectively. The Company had unamortized
deferred financing fees associated with the Credit Agreement of $1.4 million and $0.7 million as of June 30, 2019 and December 31, 2018, respectively.
On February 22, 2016, the Company entered into a Revolving Credit Facility (the “Facility”) with Bank of America N.A. to support ongoing working
capital needs of the Company's operations in China. The Facility includes a revolving commitment amount of $5.0 million whereby maturity dates vary
based on each individual drawdown. Outstanding borrowings under the Facility are guaranteed by the Company’s assets. Borrowings and repayments are
made in renminbi, the official Chinese currency. The applicable interest rate is 110% of the People’s Bank of China’s base rate. The terms of the Facility
include limitations on use of funds for working capital purposes as well as customary representations and warranties made by the Company. At June 30, 2019,
the Company had $4.5 million of unused availability under the Facility.
13. Share Repurchase Program
On February 12, 2015, the Company announced that its Board of Directors approved a share repurchase program authorizing the repurchase of up to an
aggregate of $20 million of its common stock through open market and privately negotiated transactions over a two-year period. On November 2, 2016, the
Board of Directors approved a two-year extension to the share repurchase program through February 28, 2019. On May 4, 2017, the Board of Directors
authorized an increase in its authorized share repurchase program of up to an additional $30.0 million of the Company's common stock through open market
and privately negotiated transactions over a two-year period ending May 31, 2019. The timing and amount of any share repurchases will be determined based
on market conditions, share price and other factors, and the program may be discontinued or suspended at any time. Repurchases will be made in compliance
with SEC rules and other legal requirements. As of June 30, 2019 the program purchase period had lapsed and shares are no longer available for purchase
under this plan.
During the three and six months ended June 30, 2019, respectively, the Company did not repurchase any shares of its common stock under this
program. During the three and six months ended June 30, 2018 the Company repurchased 1,735,983 and 2,667,732 shares of its common stock for $16.9
million and $25.6 million in the aggregate at an average cost of $9.75 and $9.60, respectively. Shares repurchased under this program are recorded at
acquisition cost, including related expenses.
14. Business Segments
Segment information is prepared on the same basis that our Chief Executive Officer, who is our chief operating decision maker ("CODM"), manages the
segments, evaluates financial results, and makes key operating decisions. During the third quarter of 2018, the Company changed its reportable segments.
The Company is now organized and managed by the CODM as three operating segments: North America, EMEA and LATAM. The North America segment
includes operations in the United States
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and Canada; the EMEA segment includes operations in the United Kingdom, continental Europe, the Middle East, Africa, and Asia; and the LATAM
segment includes operations in Mexico, Central America, and South America. Other consists of intersegment eliminations, shared service activities, and
unallocated corporate expenses. All transactions between segments are presented at their gross amounts and eliminated through Other. We have reflected the
segment change as if it had occurred in all periods presented.
Management evaluates the performance of its operating segments based on revenues and Adjusted EBITDA, which is a non-GAAP financial measure.
The accounting policies of each of the operating segments are the same as those described in the summary of significant accounting policies in Note 1.
Adjusted EBITDA represents income from operations excluding depreciation and amortization, stock-based compensation expense, goodwill, intangible and
long-lived asset impairment charges, restructuring charges, senior leadership transition and other employee-related expenses, business development
realignment, obsolete retail inventory writeoff, professional fees related to ASC 606 implementation, executive search expenses, restatement of prior period
financial statements, and other expenses related to investment in operational and financial process improvements. Management does not evaluate the
performance of its operating segments using asset measures.
The table below presents financial information for the Company’s reportable segments and Other for the three and six months ended June 30, 2019 and
2018 (in thousands):
North
America
Three Months Ended June 30, 2019:
Revenue from third parties
Revenue from other segments

$

Total revenue
Adjusted EBITDA(1)
Three Months Ended June 30, 2018:
Revenue from third parties
Revenue from other segments

200,283
650

EMEA
$

200,933
21,151

$

Total revenue
Adjusted EBITDA(1)

194,735
951

$

195,686
18,372

$

Total revenue
Adjusted EBITDA(1)
Six Months Ended June 30, 2018
Revenue from third parties
Revenue from other segments
Total revenue
Adjusted EBITDA(1)

388,584
1,213

384,012
2,371
386,383
35,588

65,039
2,696

$

122,662
4,360

129,207
5,346
134,553
2,310

22,193
(48)

$

40,045
4

$

43,287
78
43,365
1,830

$

—
(3,599)

$

—
(5,577)

Total
$

(5,577)
(24,083)

$

—
(7,795)
(7,795)
(24,193)

281,967
—
281,967
8,186

Other(2)
$

284,053
—
284,053
13,640

(3,599)
(12,235)

40,049
876

$

—
(3,365)

Total

(3,365)
(12,414)

LATAM

127,022
6,819

$

$

22,145
1,244

EMEA
$

21,287
2

Other(2)

21,289
611

67,735
805

389,797
36,602

$

$

65,196
4,292

North
America
Six Months Ended June 30, 2019:
Revenue from third parties
Revenue from other segments

62,483
2,713

LATAM

551,291
—
551,291
20,214

$

556,506
—
556,506
15,535

(1) Adjusted EBITDA, which represents income from operations with the addition of depreciation and amortization, stock-based compensation expense, restructuring charges,
professional fees related to ASC 606 implementation, executive search costs and restatement-related professional fees is considered a non-GAAP financial measure under SEC
regulations. Income from operations is the most directly comparable financial measure calculated in accordance with GAAP. The Company presents this measure as
supplemental information to help investors better understand trends in its business results over time. The Company’s management team uses Adjusted EBITDA to evaluate the
performance of the business. Adjusted EBITDA is not equivalent to any measure of performance required to be
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reported under GAAP, nor should this data be considered an indicator of the Company’s overall financial performance and liquidity. Moreover, the Adjusted EBITDA
definition the Company uses may not be comparable to similarly titled measures reported by other companies.
(2) “Other” consists of intersegment eliminations, shared service activities, and corporate expenses which are not allocated to the operating segments as management does not
consider them in evaluating segment performance.

The table below reconciles the total of the reportable segments' Adjusted EBITDA and the Adjusted EBITDA included in Other to loss before income taxes
(in thousands):
Three Months Ended June 30,
2019

Six Months Ended June 30,

2018

2019

2018

Adjusted EBITDA
Depreciation and amortization
Stock-based compensation expense
Stock appreciation rights market-to-market
Restructuring charges
Control remediation-related fees
Executive search fees
Professional fees related to ASC 606 implementation
Sales and use tax audit
Other professional fees

13,640
(3,233)
(1,402)
(46)
(3,698)
(175)
—
—
(1,235)
(376)

8,186
(3,514)
(1,406)
—
—
(537)
(234)
(60)
—
(80)

20,214
(5,849)
(2,141)
(46)
(7,632)
(540)
(80)
(1,235)
(376)

15,535
(7,173)
(2,823)
—
—
(537)
(234)
(1,092)
—
(80)

Income (Loss) from operations
Interest income
Interest expense
Other, net

3,475
104
(2,486)
279

2,355
54
(1,517)
(588)

2,315
202
(5,232)
(460)

3,596
115
(3,085)
(1,433)

Income (Loss) before income taxes

$

1,372

$

304

$

(3,175)

$

(807)

15. Subsequent Event
Debt Refinancing
On July 16, 2019, the Company and certain of its direct and indirect subsidiaries entered into a credit agreement (the “ABL Credit Agreement”) with
Bank of America, N.A., as administrative agent, lender, issuing bank and collateral agent, and JPMorgan Chase Bank, N.A. and PNC Bank, National
Association, as lenders (the “ABL Credit Facility”). The ABL Credit Facility consists of a $105.0 million asset-based revolving line of credit with a maturity
date of July 16, 2024.
Further, on July 16, 2019, the Company and certain of its direct and indirect subsidiaries entered into a credit agreement (the “Term Loan Credit
Agreement”) with TCW Asset Management Company LLC, as administrative agent and collateral agent, and the financial institutions party thereto as lenders
(the “Term Loan Credit Facility”). The Term Loan Credit Facility consists of a $100.0 million term loan facility with a maturity date of July 16, 2024.
In connection with the Term Loan Credit Agreement, the Company issued a Warrant (as defined below) to Macquarie US Trading LLC, an affiliate of
TCW Asset Management Company LLC, to purchase fully paid and non-assessable shares of common stock of the Company. The Warrant is initially
exercisable for an aggregate of 1,335,337 shares of the Company’s common stock with a per share exercise price of $0.01 (the “Initial Warrant”). The Initial
Warrant is exercisable on or after (A) the date which is 10 days after the earlier of (x) the date that the Company delivers its financial statements for the fiscal
quarter ending March 31, 2020 to the administrative agent and (y) May 15, 2020 (the “First Quarter Reporting Period End Date”) through (B) July 16, 2024.
In addition, if either (x) the Total Leverage Ratio (as defined in the Term Loan Credit Agreement) as of March 31, 2020 for the four (4) consecutive
fiscal quarter period then ended is greater than 4.25 to 1.00 or (y) the Company fails to deliver financial statements to the administrative agent as required by
Term Loan Credit Agreement for the fiscal quarter
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ending March 31, 2020, then from the First Quarter Reporting Period End Date through July 16, 2024, the Warrant shall also be exercisable for an additional
2.49% of the Company’s common stock calculated on a fully-diluted basis (the “Additional Warrant” and together with the Initial Warrant, the “Warrant”).
The Warrant may be exercised on a cashless basis, and the number of shares for which the Warrant are exercisable and the associated exercise price
are subject to certain proportional adjustments as set forth in the Warrant. In addition, the holder of the Warrant is entitled to certain piggyback registration
rights.
The Company used the initial proceeds from the ABL Credit Facility and the Term Loan Credit Facility to repay in full all amounts outstanding
under the Credit Agreement, to pay fees and transaction expenses in connection with the closing of the ABL Credit Facility and the Term Loan Credit
Facility and for working capital purposes.
Refer to the Company’s Form 8-K filed on July 16, 2019 for more information surrounding the debt refinancing agreements.
Remediation of Going Concern
The Company’s independent registered public accounting firm’s report on the Company’s December 31, 2018 consolidated financial statements
contains an emphasis of a matter regarding substantial doubt about the Company’s ability to continue as a going concern. Following the successful
refinancing of its debt described above, management completed an updated evaluation of the Company’s ability to continue as a going concern and has
concluded the factors that raised substantial doubts about the Company’s ability to continue as a going concern that existed as of December 31, 2018 have
successfully been remediated. The new debt structure provides long-term capital with improved flexibility to support the Company’s growth plans.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
Certain statements in this Quarterly Report on Form 10-Q are "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"). These statements
involve a number of risks, uncertainties and other factors that could cause our actual results, performance or achievements to be materially different from
any future results, performance or achievements expressed or implied by these forward-looking statements. Factors that could materially affect such
forward-looking statements can be found in the section entitled "Risk Factors" in our Annual Report on Form 10-K for the year ended December 31, 2018
and elsewhere in this Form 10-Q. Investors are urged to consider these factors carefully in evaluating any forward-looking statements and are cautioned
not to place undue reliance on such forward-looking statements. The forward-looking statements made herein are only made as of the date hereof and we
undertake no obligation to publicly update such forward-looking statements to reflect subsequent events or circumstances.
Overview
We are a leading global marketing execution firm for some of the world's most marketing intensive companies, including those listed in the Fortune
1000. As a comprehensive outsourced global solution, we leverage proprietary technology, an extensive supplier network and deep domain expertise to
streamline the creation, production and distribution of marketing and promotional materials, signage and displays, retail experiences, events and promotions
and product packaging across every major market worldwide. The items we source generally are procured through the marketing supply chain and we refer to
these items collectively as marketing materials. Through our network of global suppliers, we offer a full range of fulfillment and logistics services that allow
us to procure marketing materials of virtually any kind. The breadth of our product offerings and services and the depth of our supplier network enable us to
fulfill the marketing materials procurement needs of our clients.
Our proprietary software applications and databases create a fully-integrated solution that stores, analyzes and tracks the production capabilities of our
supplier network, as well as detailed pricing data. As a result, we believe we have one of the largest independent repositories of supplier capabilities and
pricing data for suppliers of marketing materials around the world. Our technology and databases of product and supplier information are designed to
capitalize on excess manufacturing capacity and other inefficiencies in the traditional marketing materials supply chain to obtain favorable pricing while
delivering high-quality products and services for our clients.
We use our supplier capability and pricing data to match orders with suppliers that are optimally suited to meet the client's needs at a highly
competitive price. By leveraging our technology and data, our clients are able to reduce overhead costs, redeploy internal resources and obtain favorable
pricing and service terms. In addition, our ability to track individual transactions and provide customized reports detailing procurement activity on an
enterprise-wide basis provides our clients with greater visibility and control of their marketing materials expenditures.
We generate revenue by procuring and purchasing marketing materials from our suppliers and selling those products to our clients. We procure
products for clients across a wide range of industries, such as retail, financial services, hospitality, consumer packaged goods, non-profits, healthcare,
pharmaceuticals, food and beverage, broadcasting, and cable and transportation.
As of June 30, 2019, we had approximately 2,000 employees in more than 30 countries. For the six months ended June 30, 2019 we generated global
revenue from third parties of $388.6 million in the North America segment, $122.7 million in the EMEA segment, and $40.0 million in the LATAM segment.
Our objective is to continue to increase our sales in the United States and internationally by adding new clients and increasing our sales to existing
clients through additional marketing execution services or geographic markets. In addition, we believe the opportunity exists to expand our business through
acquisition and entry into new geographic markets.
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Revenue
We generate revenue through the procurement of marketing materials for our clients. Our revenue consists of the prices paid to us by our clients for
marketing materials. These prices, in turn, reflect the amounts charged to us by our suppliers plus our gross profit. Our gross profit margin may be fixed by
contract or may depend on prices negotiated on a job-by-job basis. Once the client accepts our pricing terms, the selling price is established, and we procure
the product for our own account in order to re-sell it to the client. We generally take full title and risk of loss for the product upon shipment. The finished
product is typically shipped directly from our supplier to a destination specified by our client. Upon shipment, our supplier invoices us for the products and
we invoice our client.
We agree to provide our clients with marketing materials that conform to the industry standard of a “commercially reasonable quality,” and our
suppliers in turn agree to provide us with products of the same quality. In addition, the quotes we execute with our clients include customary industry terms
and conditions that limit the amount of our liability for product defects. Product defects have not had a material adverse effect on our results of operations to
date.
Cost of Goods Sold and Gross Profit
Our cost of goods sold consists primarily of the price at which we purchase products from our suppliers. Our selling price, including our gross profit,
may be established by contract based on a fixed gross profit as a percentage of revenue, which we refer to as gross margin, or may be determined at the
discretion of the account executive or production manager within predetermined parameters.
Operating Expenses and Income from Operations
Our selling, general and administrative expenses consist of commissions paid to our account executives, compensation costs for our management team
and production managers as well as compensation costs for our finance and support employees, public company expenses and corporate systems, legal and
accounting, facilities and travel, and entertainment expenses.
We accrue for commissions when we recognize the related revenue. Some of our account executives receive a monthly draw to provide them with a
more consistent income stream. The cash paid to our account executives in advance of commissions earned is reflected as a prepaid expense on our balance
sheet. As our account executives earn commissions, a portion of their commission payment is withheld and offset against their prepaid commission balance, if
any.
Comparison of three months ended June 30, 2019 and 2018
Revenue
Our third party revenue by segment for each of the periods presented was as follows (dollars in thousands):
Three Months Ended June 30,
2019
North America
EMEA
LATAM
Revenue from third parties

% of Total

2018

% of Total

$

200,283
62,483
21,287

70.5%
22.0
7.5

$

194,735
65,039
22,193

69.0%
23.1
7.9

$

284,053

100.0%

$

281,967

100.0%

North America
North America revenue increased by $5.6 million, or 2.9%, from $194.7 million during the three months ended June 30, 2018 to $200.3 million during
the three months ended June 30, 2019. This increase in revenue relates primarily to growth from new and existing enterprise clients.
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EMEA
EMEA revenue decreased by $2.5 million, or 3.8%, from $65.0 million during the three months ended June 30, 2018 to $62.5 million during the three
months ended June 30, 2019. The decrease was a result of growth that was more than offset by foreign currency impact and declines in marketing spend by
certain clients.
LATAM
LATAM revenue decreased by $0.9 million, or 4.1%, from $22.2 million during the three months ended June 30, 2018 to $21.3 million during the
three months ended June 30, 2019. The decrease was a result of growth that was more than offset by foreign currency impact and declines in marketing spend
by certain clients.
Cost of goods sold
Our cost of goods sold decreased by $2.1 million, or 1.0%, from $217.1 million during the three months ended June 30, 2018 to $215.0 million during
the three months ended June 30, 2019. Our cost of goods sold as a percentage of revenue was 75.7% and 77.0% during the three months ended June 30, 2019
and 2018, respectively.
Gross profit margin
Our gross profit margin was 24.3% and 23.0% during the three months ended June 30, 2019 and 2018, respectively. This increase was primarily driven
by operating efficiencies in North America and improved customer mix in EMEA.
Selling, general, and administrative expenses
Selling, general, and administrative expenses decreased by $0.3 million, or 0.5%, from $59.0 million during the three months ended June 30, 2018 to
$58.7 million during the three months ended June 30, 2019. This decrease was driven by the Company’s restructuring efforts, partially offset by higher legal
fees and additional sales tax resulting from sales tax audit of prior periods. As a percentage of gross profit, selling, general, and administrative expenses also
decreased to 84.9% for the three months ended June 30, 2019 compared to 90.9% for the three months ended June 30, 2018.
Depreciation and amortization
Depreciation and amortization expense decreased by $0.3 million, or 8.6%, from $3.5 million during the three months ended June 30, 2018 to $3.2
million during the three months ended June 30, 2019. This decrease is due to lower amortization resulting from impairment charges to intangible assets in
2018.
Restructuring charges
O n August 10, 2018, the Company approved a plan to reduce the Company's cost structure while driving value for its clients and stockholders.
Consequently, no restructuring charges were recognized in the three months ended June 30, 2018. For the three months ended June 30, 2019, we recognized
$3.7 million in restructuring charges.
Income from operations
Income from operations increased by $1.1 million from $2.4 million during the three months ended June 30, 2018 to $3.5 million during the three
months ended June 30, 2019. As a percentage of revenue, income from operations was 1.2% and 0.9% during the three months ended June 30, 2019 and
2018, respectively. As a percentage of gross profit, income from operations was 5.1% and 3.7% during the three months ended June 30, 2019 and 2018,
respectively. This increase is primarily attributable to higher gross profit and lower selling, general and administrative expenses, offset by restructuring
charges.
Other expense
Other expense did not materially change from the three months ended June 30, 2018 to three months ended June 30, 2019.
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Income tax expense
Income tax expense increased by $1.9 million from $0.6 million during the three months ended June 30, 2018 to $2.5 million during the three months
ended June 30, 2019. Our effective tax rate was 185.2% and 198.4% for the three months ended June 30, 2019 and 2018, respectively. Our effective income
tax rate differs from the U.S. federal statutory rate each year due to certain operations that are subject to tax incentives, state and local taxes, valuation
allowances, impacts of the Tax Reform Act, and foreign tax rates that are different than the U.S. federal statutory tax rate. In addition, the effective tax rate can
be impacted each period by discrete factors and events such as a write-off of a deferred tax asset for stock‑based compensation due to the expiration of
unexercised stock options.
Net loss
Net loss increased by $0.9 million, or 300.0%, from net loss of $0.3 million during the three months ended June 30, 2018 to a $1.2 million net loss
during the three months ended June 30, 2019. Net loss as a percentage of revenue was (0.4)% and (0.1)% during the three months ended June 30, 2019 and
2018, respectively. Net loss as a percentage of gross profit was (1.7)% and (0.5)% during the three months ended June 30, 2019 and 2018, respectively. The
increase in net loss is attributable to the increase in income taxes, offset by higher income from operations.
Comparison of six months ended June 30, 2019 and 2018
Revenue
Our third party revenue by segment for each of the periods presented was as follows (dollars in thousands):
Six Months Ended June 30,
2019
North America
EMEA
LATAM
Revenue from third parties

% of Total

2018

% of Total

$

388,584
122,662
40,045

70.5%
22.2
7.3

$

384,012
129,207
43,287

69.0%
23.2
7.8

$

551,291

100.0%

$

556,506

100.0%

North America
North America revenue increased by $4.6 million, or 1.2%, from $384.0 million during the six months ended June 30, 2018 to $388.6 million during
the six months ended June 30, 2019. This increase in revenue relates primarily to continued growth from new and existing enterprise clients.
EMEA
EMEA revenue decreased by $6.5 million, or 5.0%, from $129.2 million during the six months ended June 30, 2018 to $122.7 million during the six
months ended June 30, 2019. The decrease was a result of growth that was more than offset by foreign currency impacts and declines in marketing spend by
certain clients.
LATAM
LATAM revenue decreased by $3.3 million, or 7.6%, from $43.3 million during the six months ended June 30, 2018 to $40.0 million during the six
months ended June 30, 2019. The decrease was a result of growth that was more than offset by foreign currency impacts and declines in marketing spend by
certain clients.
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Cost of goods sold
Our cost of goods sold decreased by $4.6 million, or 1.1%, from $425.6 million during the six months ended June 30, 2018 to $421.0 million during
the six months ended June 30, 2019. Our cost of goods sold as a percentage of revenue was 76.4% and 76.5% during the six months ended June 30, 2019 and
2018, respectively.
Gross profit margin
Our gross profit margin was 23.6% and 23.5% during the six months ended June 30, 2019 and 2018, respectively. This increase was primarily driven
by operating efficiencies in North America and better customer mix in EMEA.
Selling, general, and administrative expenses
Selling, general, and administrative expenses decreased by $5.7 million, or 4.7%, from $120.2 million during the six months ended June 30, 2018 to
$114.5 million during the six months ended June 30, 2019. This decrease was driven by the Company’s restructuring efforts, partially offset by higher legal
fees and additional sales tax resulting from a sales tax audit of prior periods. As a percentage of gross profit, selling, general, and administrative expenses also
decreased to 87.9% for the six months ended June 30, 2019 compared to 91.8% for the six months ended June 30, 2018.
Depreciation and amortization
Depreciation and amortization expense decreased by $1.4 million, or 19.4%, from $7.2 million during the six months ended June 30, 2018 to $5.8
million during the six months ended June 30, 2019. The decrease is due to lower amortization resulting from impairment charges to intangible assets in 2018.
Restructuring charges
O n August 10, 2018, the Company approved a plan to reduce the Company's cost structure while driving value for its clients and stockholders.
Consequently, no restructuring charges were recognized in the six months ended June 30, 2018. For the six months ended June 30, 2019, we recognized $7.6
million in restructuring charges.
Income from operations
Income from operations decreased by $1.3 million from $3.6 million during the six months ended June 30, 2018 to $2.3 million during the six months
ended June 30, 2019. As a percentage of revenue, income from operations was 0.4% and 0.6% during the six months ended June 30, 2019 and 2018,
respectively. As a percentage of gross profit, income from operations was 1.8% and 2.8% during the six months ended June 30, 2019 and 2018, respectively.
This increase is primarily attributable to lower selling, general and administrative expenses, offset by restructuring charges.
Other expense
Other expense increased by $1.1 million from $4.4 million for the six months ended June 30, 2018 to $5.5 million during the six months ended June
30, 2019. This increase in expense was primarily driven by an increase in interest expense, offset by foreign exchange gains.
Income tax expense
Income tax expense decreased by $0.7 million from $1.2 million during the six months ended June 30, 2018 to $0.5 million during the six months
ended June 30, 2019. Our effective tax rate was (14.4)% and (145.7)% for the six months ended June 30, 2019 and 2018, respectively. Our effective income
tax rate differs from the U.S. federal statutory rate each year due to certain operations that are subject to tax incentives, state and local taxes, valuation
allowances, impacts of the Tax Reform Act, and foreign tax rates that are different than the U.S. federal statutory tax rate. In addition, the effective tax rate can
be impacted each period by discrete factors and events such as a write-off of a deferred tax asset for stock‑based compensation due to the expiration of
unexercised stock options.
Net loss
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Net loss increased by $1.6 million, or 80.0%, from $2.0 million during the six months ended June 30, 2018 to $3.6 million during the six months
ended June 30, 2019. Net loss as a percentage of revenue was (0.7)% and (0.4)% during the six months ended June 30, 2019 and 2018, respectively. Net loss
as a percentage of gross profit was (2.8)% and (1.5)% during the six months ended June 30, 2019 and 2018, respectively. The increase in net loss is primarily
attributable to lower selling, general and administrative expenses, offset by restructuring charges and higher interest expense.
Adjusted EBITDA
Adjusted EBITDA, which represents income from operations with the addition of depreciation and amortization, stock-based compensation expense,
restructuring charges, professional fees related to ASC 606 implementation, executive search expenses and restatement-related professional fees itemized in
the reconciliation table below, is considered a non-GAAP financial measure under SEC regulations. Income from operations is the most directly comparable
financial measure calculated in accordance with GAAP. We present this measure as supplemental information to help our investors better understand trends in
our business over time. Our management team uses Adjusted EBITDA to evaluate the performance of our business. Adjusted EBITDA is not equivalent to any
measure of performance required to be reported under GAAP, nor should this data be considered an indicator of our overall financial performance and
liquidity. Moreover, the Adjusted EBITDA definition we use may not be comparable to similarly titled measures reported by other companies. Our Adjusted
EBITDA by segment for each of the periods presented was as follows (dollars in thousands):
Three Months Ended June 30,
2019
North America
EMEA
LATAM
Other(1)
Adjusted EBITDA

% of Total

2018

% of Total

$

21,151
4,292
611
(12,414)

155.0 %
31.5
4.5
(91.0)

$

18,372
805
1,244
(12,235)

224.5 %
9.8
15.2
(149.5)

$

13,640

100.0 %

$

8,186

100.0 %

Six Months Ended June 30,
2019
North America
EMEA
LATAM
Other(1)
Adjusted EBITDA

% of Total

2018

% of Total

$

36,602
6,819
876
(24,083)

181.1 %
33.7
4.3
(119.1)

$

35,588
2,310
1,830
(24,193)

229.0 %
14.9
11.8
(155.7)

$

20,214

100.0 %

$

15,535

100.0 %

(1) “Other” consists of intersegment eliminations, shared service activities, and corporate expenses which are not allocated to the operating segments as management does not
consider them in evaluating segment performance.

Comparison of three months ended June 30, 2019 and 2018. Adjusted EBITDA increased by $5.4 million, or 66.0%, from $8.2 million during the
three months ended June 30, 2018 to $13.6 million during the three months ended June 30, 2019. North America Adjusted EBITDA increased by $2.8
million, or 15.2%, from $18.4 million during the three months ended June 30, 2018 to $21.2 million during the three months ended June 30, 2019 mainly
from higher revenue and higher Gross margin. EMEA Adjusted EBITDA increased by $3.5 million, or 437.5%, from $0.8 million during the three months
ended June 30, 2018 to $4.3 million during the three months ended June 30, 2019 due to customer mix and reduced operating expenses as a result of
restructuring efforts. LATAM Adjusted EBITDA decreased by $0.6 million, or 50.0%, from $1.2 million during the three months ended June 30, 2018 to $0.6
million during the three months ended June 30, 2019 due to lower revenues and resulting lower Gross profit. Other Adjusted EBITDA decreased by $0.2
million, or 1.6%, from a loss of $12.2 million during the three months ended June 30, 2018 to a loss of $12.4 million during the three months ended June 30,
2019 primarily due to reduced employee compensation and incentive expenses.
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Comparison of six months ended June 30, 2019 and 2018. Adjusted EBITDA increased by $4.7 million, or 30.3%, from $15.5 million during the six
months ended June 30, 2018 to $20.2 million during the six months ended June 30, 2019. North America Adjusted EBITDA increased by $1.0 million, or
2.8%, from $35.6 million during the six months ended June 30, 2018 to $36.6 million during the six months ended June 30, 2019 as a result of lower
operating expenses. EMEA Adjusted EBITDA increased by $4.5 million, or 195.7%, from $2.3 million during the six months ended June 30, 2018 to $6.8
million during the six months ended June 30, 2019 due to customer mix and reduced expenses related to restructuring efforts. LATAM Adjusted EBITDA
decreased by $0.9 million, or 50.0%, from $1.8 million during the six months ended June 30, 2018 to $0.9 million during the six months ended June 30,
2019 due lower revenues. Other Adjusted EBITDA remained virtually unchanged period over period.
The table below provides a reconciliation of Adjusted EBITDA to net loss for each of the periods presented (in thousands):
Three Months Ended June 30,
2019

Six Months Ended June 30,

2018

2019

2018

Net loss
Income tax expense
Interest income
Interest expense
Other income (expense), net
Depreciation and amortization
Stock-based compensation expense
Stock appreciation rights marked to market
Restructuring charges
Professional fees related to ASC 606 implementation
Executive search fees
Control remediation-related fees
Sales and use tax audit
Other professional fees

$

(1,169)
2,541
(104)
2,486
(279)
3,233
1,402
46
3,698
—
—
175
1,235
376

$

(299)
603
(54)
1,517
588
3,514
1,406
—
—
60
234
537
—
80

$

(3,631)
456
(202)
5,232
460
5,849
2,141
46
7,632
—
80
540
1,235
376

$

(1,983)
1,176
(115)
3,085
1,433
7,173
2,823
—
—
1,092
234
537
—
80

Adjusted EBITDA

$

13,640

$

8,186

$

20,214

$

15,535
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Adjusted Diluted Earnings (Loss) Per Share
Adjusted diluted earnings (loss) per share, which represents net loss, with the addition of restructuring charges, professional fees related to ASC 606
implementation, executive search expenses and restatement-related professional fees divided by the weighted average shares outstanding plus share
equivalents that would arise from the exercise of stock options and restricted stock and other contingently issuable shares, is considered a non-GAAP
financial measure under SEC regulations. Diluted earnings per share is the most directly comparable financial measure calculated in accordance with GAAP.
We present this measure as supplemental information to help our investors better understand trends in our business over time. Our management team uses
adjusted diluted earnings per share to evaluate the performance of our business. Adjusted diluted earnings per share is not equivalent to any measure of
performance required to be reported under GAAP, nor should this data be considered an indicator of our overall financial performance and liquidity.
Moreover, the adjusted diluted earnings per share definition we use may not be comparable to similarly titled measures reported by other companies. Our
adjusted diluted (loss) earnings per share for each of the periods presented was as follows (in thousands, except per share amounts):
Three Months Ended June 30,
2019
Net loss
Restructuring charges, net of tax
Control remediation-related fees
Executive search fees, net of tax
Professional fees related to ASC 606 implementation, net of tax
Sales and use tax audit, net of tax
Other professional fees, net of tax

$

(1,169)
2,772
130
—
—
920
280

Adjusted net income (loss)
Weighted-average shares outstanding, diluted
Non-GAAP diluted earnings (loss) per share

$

2,933
52,038
$

Six Months Ended June 30,

2018

0.06

2019
(299)
—
403
176
45
—
60

$

385
52,528
$

0.01

2018

(3,631)
5,802
402
60
—
920
280

$

3,833
51,961
$

0.07

(1,983)
—
403
176
819
—
60
(525)
52,738

$

(0.01)

Comparison of three months ended June 30, 2019 and 2018. Adjusted diluted earnings (loss) per share increased by $0.05 from $0.01 during the three
months ended June 30, 2018 to $0.06 during the three months ended June 30, 2019. This increase is primarily attributable to higher revenues, improved gross
margin and restructuring.
Comparison of six months ended June 30, 2019 and 2018. Adjusted diluted earnings (loss) per share increased by $0.08 from $(0.01) during the six
months ended June 30, 2018 to $0.07 during the six months ended June 30, 2019. This increase is primarily due to lower operating costs and restructuring.
Liquidity and Capital Resources
At June 30, 2019, we had $34.0 million of cash and cash equivalents.
Operating Activities. Cash provided by operating activities primarily consists of net loss adjusted for certain non-cash items, including depreciation
and amortization and share-based compensation and the effect of changes in working capital and other activities. Cash provided by operating activities for
the six months ended June 30, 2019 was $1.3 million and consisted of a net loss of $3.6 million, offset by $9.1 million of non-cash items less an increase in
working capital of $4.2 million. The most significant impact on working capital and other activities consisted of an increase in accounts receivable and
unbilled revenue of $10.2 million less an increase in accounts payable and accrued expenses and other liabilities of $5.9 million.
Cash provided by operating activities for the six months ended June 30, 2018 was $22.6 million and consisted of a net loss of $2.0 million, offset by
$10.7 million of non-cash items and by $13.9 million provided by working capital and other activities. The most significant impact on working capital and
other activities consisted of a decrease in accounts receivable and unbilled revenue of $21.6 million and a decrease in prepaid expenses and other assets of
$9.4 million, all of which was partially offset by a decrease in accounts payable of $18.7 million.
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Investing Activities. Cash used in investing activities for the six months ended June 30, 2019 and 2018 of $6.9 million and $5.5 million respectively,
was entirely attributable to capital expenditures, primarily software development.
Financing Activities. Cash provided by financing activities for the six months ended June 30, 2019 of $13.0 million was primarily attributable to net
borrowings under the revolving credit facility of $14.9 million offset by the payment of debt issuance costs of $0.9 million and repayment of secured
borrowing arrangements of $0.8 million.
Cash used in financing activities for the six months ended June 30, 2018 of $18.0 million was primarily attributable to repurchases of common stock
of $25.7 million less net borrowings under the revolving credit facility of $8.6 million.
Share Repurchase Program
The share repurchase program described in Note 13 expired on May 31, 2019. During the three and six months ended June 30, 2019, the Company did
not repurchase any shares of its common stock under this program. During the six months ended June 30, 2018, the Company repurchased 2.7 million shares
of its common stock for $25.6 million in the aggregate at an average cost of $9.60 per share under this program. During the three months ended June 30,
2018, the Company repurchased 1.7 million shares of its common stock for $16.9 million in the aggregate at an average cost of 9.75 per share under this
program.
Revolving Credit Facilities
The Company entered into a Credit Agreement, dated as of August 2, 2010, subsequently amended most recently as of March 15, 2019, among the
Company, the lenders party thereto and Bank of America, N.A., as Administrative Agent (the “Credit Agreement”) refinanced its debt, which is further
discussed in Note 16. At June 30, 2019 the Credit Agreement included a revolving commitment amount of $175 million and $160 million in the aggregate
through September 25, 2019 and September 25, 2020, respectively. The Credit Agreement also provided the Company the right to increase the aggregate
commitment amount by an additional $50 million. Outstanding borrowings under the revolving credit facility were guaranteed by the Company’s material
domestic subsidiaries, as defined in the Credit Agreement. The Company’s obligations under the Credit Agreement and such domestic subsidiaries’ guaranty
obligations were secured by substantially all of their respective assets. The ranges of applicable rates charged for interest on outstanding loans and letters of
credit were 50-225 basis point spread for loans based on the base rate and 150-325 basis point spread for letter of credit fees and loans based on the
Eurodollar rate.
The most recent amendment (i) modified the definition of the term “Consolidated EBITDA” as used in the covenant calculations, (ii) increased the
maximum leverage ratio to which the Company is subject for the trailing twelve month periods ended December 31, 2018 and March 31, 2019 and (iii)
decreased the minimum interest coverage ratio to which the Company is subject for the trailing twelve month periods ended December 31, 2018 and
March 31, 2019. All ratios for fiscal periods thereafter remained unchanged.
The terms of the Credit Agreement included various covenants, including covenants that require the Company to maintain a maximum leverage ratio
and a minimum interest coverage ratio. The most recent amendment to the Credit Agreement modified the maximum leverage ratio
from 3.50 to 1.00 to 4.50 to 1.00 for the trailing twelve months ended December 31, 2018, and from 3.00 to 1.00 to 4.75 to 1.00 for the trailing twelve months
ended March 31, 2019. The maximum leverage ratio is 3.00 to 1.00 for the trailing twelve months ended June 30, 2019 and each period thereafter. The most
recent amendment to the Credit Agreement also modified the minimum interest coverage ratio from 5.00 to 1.00 to 4.00 to 1.00 for the trailing twelve months
ended December 31, 2018 and from 5.00 to 1.00 to 3.50 to 1.00 for the trailing twelve months ended March 31, 2019. The minimum interest coverage ratio
is 5.00 to 1.00 for the trailing twelve months ended June 30, 2019 and each period thereafter. The Company was in violation of the debt covenants under the
credit agreement as of June 30, 2019; however, the Company successfully completed refinancing of its debt, which is further discussed in Note 15, prior to
the financial statement issuance date.
The revised covenants only affected the fourth quarter of 2018 and the first quarter of 2019. Therefore, the covenant for the second quarter of 2019
remains unchanged and the Company concluded that it has exceeded the maximum leverage ratio and the minimum interest coverage ratio, allowing the
lenders to demand repayment of the outstanding debt. Accordingly, the outstanding balance under the Credit Agreement is presented as a current liability as
of June 30, 2019 based on the guidance in ASC 470, Debt.
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Additionally, under ASC 205, Presentation of Financial Statements, the Company is required to consider and has evaluated whether there is
substantial doubt that it has the ability to meet its obligations within one year from the financial statement issuance date. This assessment also includes the
Company’s consideration of any management plans to alleviate such doubts. As of December 31, 2018, the inability of the Company to meet its covenant
obligations beyond the covenant waiver periods cast substantial doubt on the Company’s ability to meet its obligations within one year from the financial
statement issuance date. However, following the successful refinancing of its debt described in Note 16, management completed an updated evaluation of the
Company’s ability to continue as a going concern and has concluded the factors that raised substantial doubts about the Company’s ability to continue as a
going concern have been successfully remediated as of the financial statement issuance date.
At June 30, 2019, the Company had $1.5 million of letters of credit which have not been drawn upon. The amount outstanding under the Company's'
revolving credit facility was $157.7 million and $142.7 million as of June 30, 2019 and December 31, 2018, respectively. The Company had unamortized
deferred financing fees associated with the Credit Agreement of $1.4 million and $0.7 million as of June 30, 2019 and December 31, 2018, respectively.
On February 22, 2016, the Company entered into a Revolving Credit Facility (the “Facility”) with Bank of America N.A. to support ongoing working
capital needs of the Company's operations in China. The Facility includes a revolving commitment amount of $5.0 million whereby maturity dates vary
based on each individual drawdown. Outstanding borrowings under the Facility are guaranteed by the Company’s assets. Borrowings and repayments are
made in renminbi, the official Chinese currency. The applicable interest rate is 110% of the People’s Bank of China’s base rate. The terms of the Facility
include limitations on use of funds for working capital purposes as well as customary representations and warranties made by the Company. At June 30, 2019,
the Company had $4.5 million of unused availability under the Facility.
Off-Balance Sheet Arrangements
We do not have any material off-balance sheet arrangements.
Contractual Obligations
There have been no material changes outside the normal course of business in the contractual obligations disclosed in Item 7 to our Annual Report on
Form 10-K for the fiscal year ended December 31, 2018, under the caption “Contractual Obligations.”
Critical Accounting Policies and Estimates
In February 2016, the Financial Accounting Standards Board (“FASB”) issued ASU No. 2016-02, Leases (Topic 842). This pronouncement requires
lessees to recognize a liability for lease obligations, which represents the discounted obligation to make future lease payments, and a corresponding right-ofuse asset on the balance sheet. The Company adopted ASU 2016-02, along with related clarifications and improvements, as of January 1, 2019, using the
modified retrospective approach, which allows the Company to apply Accounting Standards Codification (“ASC”) 840, Leases, in the comparative periods
presented in the year of adoption. The cumulative effect of adoption was recorded as an adjustment to the opening balance of retained earnings in the period
of adoption.
The Company elected to use the package of practical expedients, which permitted the Company to not reassess: (i) whether a contract is or contains a
lease, (ii) lease classification, and (iii) initial direct costs resulting from the lease. The Company has not elected the hindsight practical expedient, which
permits the use of hindsight when determining lease term and impairment of operating lease assets. The Company elected to apply the short-term lease
exception, which allows the Company to keep leases with terms of 12 months or less off the balance sheet. The Company also elected to combine lease and
non-lease components as a single component for the Company's entire population of lease assets.
As of June 30, 2019, except for the new critical accounting policy for Leases described above, there were no material changes to our critical
accounting policies and estimates disclosed in our Annual Report on Form 10-K for the year ended December 31, 2018.
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Forward-Looking Statements
This Quarterly Report on Form 10-Q, including Management’s Discussion and Analysis of Financial Condition and Results of Operations, contains
words such as “may,” “will,” “believe,” “expect,” “anticipate,” “intend,” “plan,” “project,” “estimate” and “objective” or the negative thereof or similar
terminology concerning the Company’s future financial performance, business strategy, plans, goals and objectives. These expressions are intended to
identify forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995. Forward-looking statements include
information concerning our possible or assumed future performance or results of operations and are not guarantees. While these statements are based on
assumptions and judgments that management has made in light of industry experience as well as perceptions of historical trends, current conditions, expected
future developments and other factors believed to be appropriate under the circumstances, they are subject to risks, uncertainties and other factors that may
cause our actual results, performance or achievements to be materially different. Some of the factors that would cause future results to differ from the recent
results or those projected in forward-looking statements include, but are not limited to, the risk factors described in our Annual Report on Form 10-K for the
year ended December 31, 2018.
Additional Information
We make our Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, other reports and information filed with
the SEC and amendments to those reports available, free of charge, through our Internet website (http://www.inwk.com) as soon as reasonably practical after
we electronically file or furnish such materials to the SEC. In addition, the SEC maintains an Internet website (http://www.sec.gov) that contains reports,
proxy and information statements and other information regarding issuers that file electronically.
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Item 3.

Quantitative and Qualitative Disclosures about Market Risk

Commodity Risk
We are dependent upon the availability of paper, and paper prices represent a substantial portion of the cost of our products. The supply and price of
paper depend on a variety of factors over which we have no control, including environmental and conservation regulations, natural disasters and weather. We
believe a 10% increase in the price of paper would not have a significant effect on our condensed consolidated statements of income or cash flows, as these
costs are generally passed through to our clients.
Interest Rate Risk
We have exposure to changes in interest rates on our revolving credit facility. Interest is payable at the adjusted LIBOR rate or the alternate base rate.
Assuming our $175.0 million revolving credit facility were fully drawn, a 1.0% increase in the interest rate would increase our annual interest expense by
$1.75 million.
Our interest income is sensitive to changes in the general level of U.S. interest rates, in particular because all of our investments are in cash equivalents
and marketable securities. The average duration of our investments as of June 30, 2019 was less than one year. Due to the short-term nature of our
investments, we believe that there is no material risk exposure.
Foreign Currency Risk
We transact business in various foreign currencies other than the U.S. dollar, principally the euro, British pound sterling, Czech koruna, Peruvian
nuevo sol, Colombian peso, Brazilian real, Mexican peso and Chilean peso, which exposes us to foreign currency risk. For the six months ended June 30,
2019, we derived approximately 29.5% of our revenue from international customers, and we expect the percentage of revenue derived from outside the
United States to increase in future periods as we continue to expand globally. Revenue and related expenses generated from our international operations are
denominated in the functional currencies of the corresponding country. The functional currency of our subsidiaries that either operate or support these
markets is generally the same as the corresponding local currency. The results of operations of, and certain of our intercompany balances associated with, our
international operations are exposed to foreign exchange rate fluctuations. Changes in exchange rates could negatively affect our revenue and other
operating results as expressed in U.S. dollars. We may record significant gains or losses on the remeasurement of intercompany balances. Foreign exchange
gains and losses recorded to date have been immaterial to our financial statements. At this time we do not, but in the future we may enter into derivatives or
other financial instruments in an attempt to hedge our foreign currency exchange risk. It is difficult to predict the impact hedging activities would have on
our results of operations.
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Item 4.

Controls and Procedures

Evaluation of Disclosure Controls and Procedures
Under the supervision and with the participation of our chief executive officer and chief financial officer, we evaluated the effectiveness of our
disclosure controls and procedures as of June 30, 2019. The term “disclosure controls and procedures,” as defined in Rules 13a-15(e) and 15d-15(e) under the
Securities Exchange Act of 1934, as amended (the “Exchange Act”), means controls and other procedures of a company that are designed to ensure that
information required to be disclosed by a company in the reports that it files or submits under the Exchange Act, is recorded, processed, summarized and
reported within the time periods specified in the SEC's rules and forms. Disclosure controls and procedures include, without limitation, controls and
procedures designed to ensure that information required to be disclosed by a company in the reports that it files or submits under the Exchange Act is
accumulated and communicated to the company's management, including its principal executive and principal financial officers, as appropriate to allow
timely decisions regarding required disclosure.
Management recognizes that any controls and procedures, no matter how well designed and operated, can provide only reasonable assurance of
achieving their objectives and management necessarily applies its judgment in evaluating the cost-benefit relationship of possible controls and procedures.
Based on the evaluation of our disclosure controls and procedures, our chief executive officer and chief financial officer concluded that, due to material
weaknesses in internal control over financial reporting described below, our disclosure controls and procedures were not effective as of June 30, 2019.
Material Weaknesses and Related Remediation Efforts
A material weakness is a deficiency, or a combination of deficiencies, in internal control over financial reporting, such that there is a reasonable
possibility that a material misstatement of the annual or interim financial statements will not be prevented or detected on a timely basis.
As previously reported in our Annual Report on Form 10-K (the "Form 10-K"), as of December 31, 2018, our management concluded that we did not
maintain effective internal control over financial reporting as of December 31, 2018, because of the material weaknesses described therein related to revenue
recognition and commissions expense, which were initially reported on Item 9A of our Form 10-K for the year ended December 31, 2017 and have not yet
been fully remediated.
Material Weaknesses
With respect to revenue recognition material weakness, the Company’s controls were ineffective to: (1) ensure that a contract was appropriately
approved and identified prior to revenue being recognized; (2) retain and review customer order documentation, including support for assessing whether the
transaction price was determinable; (3) ensure that revenue was recognized subsequent to the transfer of control of the goods or services; and (4) estimate the
impact of future credit memos. These deficiencies also contributed to control deficiencies identified in related accounts receivable, unbilled accounts
receivable, accrued accounts payable, inventory and cost of sales. With respect to commissions expenses material weakness, the Company’s controls were not
designed and operating effectively to: (1) ensure the completeness and accuracy of underlying data used for computing the commission expenses and (2)
sufficiently review and approve arrangements with respect to commission expenses.
Remediation Efforts
Our management has worked, and continues to work, to strengthen our internal control over financial reporting. We are committed to ensuring that
such controls are operating effectively.
We have continued executing a plan to remediate the material weaknesses noted above. Specifically, to remediate deficiencies in revenue recognition
controls, the Company is developing and implementing controls to: (i) compile and process shipping data and delivery terms in customer contracts and
improve related operational processes; (ii) improve review processes and related documentation supporting customer orders and pricing; (iii) improve process
for estimating future credit memos; and (iv) implement an improved system, process, and related controls to categorize and track customer contracts based on
delivery terms. As of the filing date, we have made progress toward remediating the material weaknesses by:
•
•

implementing new policies over the operational processes supporting revenue recognition,
adding resources to train the process owners and to monitor compliance with the Company’s policies,
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•
•

developing enhancements to the Company’s systems, including approval workflows, validation of shipping data, and preventative controls over
data inputs, and
implementing a new system for tracking customer contract terms and improved contract review process.

To remediate deficiencies in the controls over the commissions process, the Company has developed and is in the process of implementing controls to
ensure that systems used for commissions are updated with accurate data to reflect approved compensation arrangements. We have made progress toward
remediating the material weakness by:
•
•
•
•

purchasing and implementing a third-party system to manage the administration of commissions,
reviewing sales rep agreements and obtaining confirmation from sales reps of their key terms,
improving the review process over commissions expense and the related balance sheet accounts, and
evaluating the accuracy of the reports and underlying data that support the commissions process.

We will continue to actively identify, develop, and implement additional measures to materially improve and strengthen our internal control over
financial reporting. The material weaknesses discussed above cannot be considered remediated until the controls have operated for a sufficient period of time
and management has concluded, through testing, that such controls are operating effectively. We expect to complete this remediation during 2019.
Changes in Internal Control Over Financial Reporting
Except as described above, there have been no other changes in our internal control over financial reporting (as such term is defined in Rules 13a–
15(f) and 15d–15(f) under the Exchange Act) during the quarter ended June 30, 2019 that have materially affected, or are reasonably likely to materially
affect, our internal control over financial reporting.
PART II. OTHER INFORMATION
Item 1.

Legal Proceedings

For information concerning our legal proceedings, see Note 11 to the Condensed Consolidated Financial Statements in this Form 10-Q.
Item 1A.

Risk Factors

There have been no material changes in the risk factors described in Item 1A of our Annual Report on Form 10-K for the year ended December 31,
2018.
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Item 2.

Unregistered Sales of Equity Securities and Use of Proceeds

There were no unregistered sales of the Company's equity securities during the period covered by this report.
Issuer Purchases of Equity Securities
On February 12, 2015, we announced that our Board of Directors approved a share repurchase program providing us authorization to repurchase up to
an aggregate of $20.0 million of our common stock through open market and privately negotiated transactions over a two-year period. On November 2, 2016,
the Board of Directors approved a two-year extension to the share repurchase program through February 28, 2019.
On May 4, 2017, the Board of Directors authorized authorized an increase in its authorized share repurchase program of up to an additional $30.0
million of our common stock through open market and privately negotiated transactions over a two-year period ending May 31, 2019. The timing and
amount of any share repurchases will be determined based on market conditions, share price and other factors, and the program may be discontinued or
suspended at any time. Repurchases will be made in compliance with SEC rules and other legal requirements.
The Company did not make any repurchases of its common stock during the three and six months ended June 30, 2019.
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Item 6.

Exhibits

Exhibit No

Description of Exhibit

10.1

Form of 2019 Performance Share Unit Award Agreement under the InnerWorkings, Inc. 2006 Stock Incentive Plan, as amended.*

10.2

Form of 2019 Restricted Stock Unit Award Agreement under the InnerWorkings, Inc. 2006 Stock Incentive Plan, as amended.*

10.3

Form of 2019 Stock Appreciation Right Agreement under the InnerWorkings, Inc. 2006 Stock Incentive Plan, as amended.*

31.1

Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31.2

Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

32.1

Certification of Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the SarbanesOxley Act of 2002.

32.2

Certification of Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the SarbanesOxley Act of 2002.

101.INS**

XBRL Instance Document

101.SCH**

XBRL Taxonomy Extension Schema Document

101.CAL**

XBRL Taxonomy Extension Calculation Linkbase Document

101.DEF**

XBRL Taxonomy Extension Definition Linkbase Document

101.LAB**

XBRL Taxonomy Extension Label Linkbase Document

101.PRE**

XBRL Taxonomy Extension Presentation Linkbase Document

* Management contract or compensatory plan or arrangement of the Company.
**Submitted electronically with this Quarterly Report on Form 10-Q
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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.
INNERWORKINGS, INC.
Date: August 9, 2019

By:

/s/ Richard S. Stoddart
Richard S. Stoddart
Chief Executive Officer

Date: August 9, 2019

By:

/s/ Donald W. Pearson
Donald W. Pearson
Chief Financial Officer

PERFORMANCE SHARE UNIT AWARD AGREEMENT
THIS PERFORMANCE SHARE UNIT AWARD AGREEMENT (this “ Agreement”) is made and entered into effective [Grant Date:Mon/DD/YYYY] (the “Grant Date”) by
and between InnerWorkings, Inc., a Delaware corporation (the “Company”) and [Participant Name:First Name Last Name] (the “Participant”).
RECITALS
WHEREAS, the Company has adopted the InnerWorkings, Inc. 2006 Stock Incentive Plan, as amended (the “ Plan”) (capitalized terms used but not otherwise defined herein
shall have the meanings assigned to such terms in the Plan); and
WHEREAS, pursuant to the Plan, the Compensation Committee of the Board of Directors of the Company (the “Committee”) desires to grant the Participant an Award of
Performance Share Units (as defined below), subject to certain restrictions as set forth in this Agreement, effective as of the Grant Date.
NOW, THEREFORE, in consideration of the premises and mutual covenants contained herein, and for other good and valuable consideration, the receipt of which is hereby
acknowledged, the Company and the Participant agree as follows:
AGREEMENT
1. Grant of Performance Share Units. Subject to the terms and conditions of the Plan and the additional terms and conditions set forth in this Agreement, the Company
hereby grants to the Participant an Award of Performance Share Units that is contingent upon the satisfaction of the performance measures set forth in Section 3 below (the
“Performance Share Units”), consisting of the target number of Performance Share Units specified in Section 4(a) hereof. Each Performance Share Unit is a notional amount that
represents one (1) unvested Share and constitutes the right, subject to the terms and conditions of the Plan and this Agreement, to distribution of a Share following the vesting of such
Performance Share Unit and satisfaction of the other requirements contained herein.
2. Performance Period. The Performance Period for this Award shall be the eleven (11) quarter period beginning on April 1, 2019 and ending on December 31, 2021.
3. Performance Measures. Vesting of the Award shall be based fifty percent (50%) on the cumulative adjusted earnings per share (“ Cumulative Adjusted EPS”) achieved
for the Performance Period and fifty percent (50%) on the cumulative return on invested capital (“Cumulative Return on Invested Capital”) achieved for the Performance Period.
Cumulative Adjusted EPS and Cumulative Return on Invested Capital will be determined in accordance with the formulas and calculation methods approved by the Committee, subject
to the Committee’s certification following the end of the Performance Period.
4. Performance Goals; Number of Performance Share Units.
(a) The Participant has been credited with [target number] Performance Share Units, representing one-hundred percent (100%) of the target number of Performance Share
Units that may be earned pursuant to this agreement (such number, the “Target PSUs”). The number of Performance Share Units actually earned, if any, will be based on the
Company’s performance (see the table below), and may range from fifty percent (50%) of the Target PSUs for the achievement of the performance measures set forth in Section 3
above at the “threshold” level of performance to two hundred percent (200%) of the Target PSUs for achievement of the performance measures at the “maximum” level of
performance.

Cumulative Adjusted EPS
(50% of Award)

Performance At:

Performance Goal

Number of Performance Share Units
Earned

Cumulative Return on Invested Capital (50% of Award)

Performance Goal

Number of Performance Share Units
Earned

Maximum (200%)

2.0x Target PSUs x 50%

2.0x Target PSUs x 50%

Target (100%)

Target PSUs x 50%

Target PSUs x 50%

Threshold (50%)

0.5x Target PSUs x 50%

0.5x Target PSUs x 50%

(b) In the event that the Company’s actual performance does not meet the threshold level of performance for a performance goal, no Performance Share Units shall be
earned for such performance goal.

(c) If the Company’s actual performance is between the threshold and target levels or between the target and maximum levels specified above for a performance goal, linear
interpolation shall be used to determine the number of Performance Share Units earned for such performance goal.
(d) If the Company’s actual performance exceeds the maximum level of performance for a performance goal, the Performance Share Units earned shall equal the
Performance Share Units specified above for the “maximum” level of performance with respect to such performance goal.
(e) Notwithstanding the foregoing, except as otherwise provided in Sections 6 and 7, in the event that the Participant experiences a termination of Service for any reason
prior to the end of the Performance Period (including, but not limited to, a voluntary termination of Service), the Participant shall forfeit all Performance Share Units hereunder as of
the date of such termination of Service without additional consideration, and the Participant shall have no further rights with respect thereto.
5. Timing and Form of Payout. Following the end of the Performance Period, the Participant shall be entitled to receive a number of Shares equal to the number of
Performance Share Units earned under Section 4 hereof, subject to all applicable taxes and withholdings. Delivery of such Shares will be made within the first two-and-one-half (2-½)
months following the end of the later of the calendar year or the tax year of the Company in which the Performance Period ends, but in no event later than the end of the calendar year
following the calendar year in which the Performance Period ends.
6. Termination of Service without Cause; Termination of Service Due to Death or Disability . Notwithstanding anything herein to the contrary, unless the Participant’s
written employment or other written agreement with the Company or an Affiliate provides more favorable treatment, if the Participant experiences an involuntary termination of
Service prior to the end of the Performance Period for any reason other than Cause or by reason of the Participant’s death or Disability, the Participant shall be entitled to receive a
number of Shares the Participant would have been entitled to receive under Section 4, based on actual performance (but capped at one hundred percent (100%) of target), as if he or
she had remained employed until the last day of the Performance Period, multiplied by a fraction, the numerator of which shall be the number of full calendar months during the
period from April 1, 2019 through the date of the termination of Service, and the denominator of which shall be thirty-three (33), the total number of months in the Performance
Period. Delivery of such Shares shall be made in accordance with Section 5 above.
7. Treatment Upon a Change in Control.
(a) Notwithstanding anything herein to the contrary, unless the Participant’s written employment or other written agreement with the Company or an Affiliate provides more
favorable treatment, upon the occurrence of a Qualifying Termination (as defined below), the Participant will be entitled to immediate vesting of the Performance Share Units at the
greater of (i) actual performance achieved as of the last day of the quarter coincident with or next following the date of the Qualifying Termination or (ii) the target level of
performance. For purposes of this Agreement, and notwithstanding anything in the Plan to the contrary, a “ Qualifying Termination” means a termination of Service by the Company
without Cause within ninety (90) days prior to or twenty-four (24) months following the consummation of a Change in Control.
(b) In addition, unless the Participant’s written employment or other written agreement with the Company or an Affiliate provides more favorable treatment, any
Performance Share Units that are not assumed by a successor company or exchanged for a replacement award on no less favorable economic terms will be treated in accordance with
Section 3.4(c) of the Plan.
8. Rights as a Stockholder. The Participant will not have any rights of a stockholder with respect to the Performance Share Units until the Company has issued or transferred
Shares to the Participant in settlement of earned Performance Share Units in accordance with Sections 4 and 5. The Participant will not be entitled to receive dividends or dividend
equivalents on the Performance Share Units.
9. Restrictive Covenants.
(a) Covenants Not to Compete or Solicit. During the Participant’s Service and for a period of eighteen (18) months following the termination thereof for any reason, the
Participant shall not, anywhere in the Geographic Area (as defined below), other than on behalf of the Company or a Subsidiary of the Company or with the prior written consent of
the Company, directly or indirectly:
(i) perform “services” (as defined below) for (in any capacity, including, without limitation, as an employee, agent, consultant, advisor, independent
contractor, proprietor, partner, officer, director or otherwise), have any ownership interest in (except for passive ownership of five percent (5%) or less of any
entity whose securities have been registered under the Securities Act of 1933, as amended, or Section 12 of the Exchange Act), or participate in the financing,
operation, management or control of, any firm, partnership, corporation, entity or business that engages or participates in a “competing business purpose” (as
defined below);

(ii) induce or attempt to induce any customer, potential customer, supplier, licensee, licensor or business relation of the Company or a Subsidiary of the
Company to cease doing business with the Company or such Subsidiary, or in any way interfere with the relationship between any customer, potential customer,
supplier, licensee, licensor or business relation of the Company or a Subsidiary of the Company or solicit the business of any customer or potential customer of the
Company or a Subsidiary of the Company, whether or not the Participant had personal contact with such entity; and
(iii) solicit, encourage, hire or take any other action that is intended to induce or encourage, or has the effect of inducing or encouraging, any employee
or independent contractor of the Company or any Subsidiary of the Company to terminate his or her employment or relationship with the Company or any
Subsidiary of the Company, other than in the discharge of his or her duties as an officer of the Company, if applicable.
For purposes of this Agreement, (A) “ Geographic Area ” shall mean the Participant’s country of employment and any other countries in which the Participant
conducts business on behalf of the Company or a Subsidiary of the Company, (B) “ services” shall mean services of the type conducted, authorized, offered, or
provided by the Participant on behalf of the Company during the two (2) years prior to the termination of the Participant’s Service, and (C) “ competing business
purpose” shall mean the sale or provision of any marketing or printed materials, items, or other products or services that are competitive with in any manner the
products or services sold or offered by the Company or a Subsidiary thereof while this Agreement is in effect.
(b) Confidentiality. The Participant shall hold in a fiduciary capacity for the benefit of the Company all secret or confidential information, knowledge or data relating to the
Company or any of its Affiliates, and their respective businesses, employees, suppliers or customers, which shall have been obtained by the Participant during the Participant’s Service
and which shall not be or become public knowledge (“Confidential Information”). During the Participant’s Service and after the termination thereof, the Participant shall not, without
the prior written consent of the Company or as otherwise may be required by law or legal process (provided, that the Participant shall give the Company reasonable notice of such
process, and the ability to contest it) or as may be necessary, in the Participant’s reasonable discretion, to discharge his or her duties to the Company, communicate or divulge any
Confidential Information to anyone other than the Company and those designated by it. Notwithstanding the above, this Agreement shall not prevent the Participant from revealing
evidence of criminal wrongdoing to law enforcement or prohibit the Participant from divulging Confidential Information by order of court or agency of competent jurisdiction, or
from making other disclosures that are protected under the provisions of law or regulation. Nothing in this Agreement prohibits the Participant from reporting possible violations of
federal law or regulation to any governmental agency or entity, including but not limited to the Department of Justice, the Securities and Exchange Commission, Congress, and any
Inspector General, or making other disclosures that are protected under the whistleblower provisions of applicable law or regulation. The Participant does not need the prior
authorization of the Company to make any such reports or disclosures, and the Participant is not required to notify the Company that the Participant has made such reports or
disclosure.
The Participant acknowledges and agrees that the Company has provided the Participant with written notice below that the Defend Trade Secrets Act, 18 U.S.C. § 1833(b),
provides an immunity for the disclosure of a trade secret to report suspected violations of law and/or in an anti-retaliation lawsuit, as follows:
(1) IMMUNITY. - An individual shall 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 (i) in confidence to a Federal, State or local government official, either directly or indirectly, or to an attorney; and
(ii) 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 such filing is made under seal.
(2) USE OF TRADE SECRET INFORMATION IN ANTI-RETALIATION LAWSUIT. - 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 attorney of the individual and use the trade secret information in the court proceeding, if
the individual(A) files any document containing the trade secret under seal; and
(B) does not disclose the trade secret, except pursuant to court order.

(c) Enforcement. The covenants contained in this Section 9 shall be construed as a series of separate covenants, one for each county, city, state, or any similar subdivision in
any Geographic Area. Except for geographic coverage, each such separate covenant shall be deemed identical in terms to the covenant contained in the preceding sections. If, in any
judicial proceeding, a court refuses to enforce any of such separate covenants (or any part thereof), then such unenforceable covenant (or such part) shall be eliminated from this
Agreement to the extent necessary to permit the remaining separate covenants (or portions thereof) to be enforced. In the event that the provisions of this Section 9 are deemed to
exceed the time, geographic or scope limitations permitted by applicable law, then such provisions shall be reformed to the maximum time, geographic or scope limitations, as the case
may be, permitted by applicable law. If the Participant breaches any of the restrictions set forth in this Section 9 and the Company commences a legal proceeding in connection
therewith, the time period applicable to each such restriction shall be tolled and extended for a period of time equal to the period of time during which the Participant is determined by
a court of competent jurisdiction to be in non-compliance or breach (not to exceed the duration set forth in the applicable restriction) commencing on the date of such determination.
10. Remedies for Breach.
(a) The Participant acknowledges and agrees that the agreements and covenants set forth in Section 9 are reasonable and necessary for the protection of the Company’s
business interests, that irreparable injury will result to the Company if the Participant breaches any of the terms of said covenants, and that in the event of the Participant’s actual or
threatened breach of any such covenants, the Company will have no adequate remedy at law. The Participant accordingly agrees that, in the event of any actual or threatened breach by
the Participant of any of said covenants, the Company will be entitled to seek immediate injunctive and other equitable relief, without bond and without the necessity of showing actual
monetary damages. Nothing in this Section 10 will be construed as prohibiting the Company from pursuing any other remedies available to it for such breach or threatened breach,
including the recovery of any damages that it is able to prove.
(b) In addition, and not in limitation of the foregoing, in the event of the Participant’s breach of any of the covenants set forth in Section 9, (i) the Performance Share Units
(whether vested or unvested) shall immediately be forfeited, (ii) the Company shall be entitled to recover any Shares acquired upon the vesting of the Performance Share Units, and
(iii) if the Participant has previously sold any of the Shares derived from the Performance Share Units, the Company shall also have the right to recover from the Participant the
economic value thereof.
(c) Each of the parties to this Agreement will be entitled to enforce its rights under this Agreement specifically, to recover damages by reason of any breach of any provision
of this Agreement, and to exercise all other rights existing in its favor. The Participant agrees and acknowledges that money damages will not be an adequate remedy for any breach of
the provisions of this Agreement and that the Company will be entitled to specific performance and injunctive relief in order to enforce or prevent any violations of the provisions of
this Agreement.
11. Tax Withholding . The Company will have the power and the right to deduct or withhold, or require a Participant to remit to the Company, the amount necessary to
satisfy federal, state, and local taxes, domestic or foreign, required by law or regulation to be withheld with respect to any taxable event arising under the Plan or this Agreement. The
Company may satisfy the withholding requirement for supplemental wages, in whole or in part, by withholding Shares having a Fair Market Value (determined on the date the
Participant recognizes taxable income) necessary to satisfy the withholding tax required to be collected on the transaction. The Participant may elect, subject to the approval of the
Committee, to deliver the necessary funds to satisfy the withholding obligation to the Company, in which case there will be no reduction in the Shares otherwise distributable to the
Participant.
12. Plan. The Participant hereby acknowledges receipt of a copy of the Plan. Notwithstanding any other provision of this Agreement, the Performance Share Units are
granted pursuant to the Plan, as in effect on the date of this Agreement, and are subject to the terms and conditions of the Plan, as the same may be amended from time to time;
provided, however, that except as otherwise provided by the Plan, no amendment to either the Plan or this Agreement will deprive the Participant, without the Participant’s consent, of
any Performance Share Units or of the Participant’s rights under this Agreement. The interpretation and construction by the Committee of the Plan, this Agreement, the Performance
Share Units, and such rules and regulations as may be adopted by the Committee for the purpose of administering the Plan, will be final and binding upon the Participant. In the event
that the terms of this Agreement conflict with the terms of the Plan, the Plan shall control.
13. Section 409A. This Agreement is intended to be exempt from or, in the alternative, to comply with Section 409A of the Code (“ Section 409A”) and shall be construed
and interpreted in a manner that is consistent with the requirements for avoiding additional taxes or penalties under Section 409A. Notwithstanding the foregoing, the Company makes
no representations that the payments and benefits provided under this Agreement comply with Section 409A and in no event shall the Company be liable for all or any portion of any
taxes, penalties, interest or other expenses that may be incurred by the Participant on account of non-compliance with Section 409A. Notwithstanding any other provision in this
Agreement to the contrary, if the Participant is a “specified employee” (as such term is defined for purposes of Section 409A) at the time of his or termination of employment, no
amount that is subject to Section 409A and that becomes payable by reason of such termination of employment shall be paid to the Participant before the earlier of (a) the expiration of
the six (6) month period measured from the date of the Participant’s termination of employment and (b) the date of the Participant’s death.
14. No Employment Rights. No provision of this Agreement or of the Performance Share Units will give the Participant any right to continue in the employ of the Company
or any of its Affiliates, create any inference as to the length of employment of the Participant, affect the right of the Company or its Affiliates to terminate the employment of the
Participant, with or without Cause, or give the Participant any right to participate in any employee welfare or benefit plan or other program of the Company or any of its Affiliates.

15. Changes in Company’s Capital or Organizational Structure. The existence of the Performance Share Units shall not affect in any way the right or authority of the
Company or its shareholders to make or authorize any or all adjustments, recapitalizations, reorganizations or other changes in the Company’s capital structure or its business, or any
merger or consolidation of the Company, or any issue of preferred Shares ahead of or affecting the Shares or the rights thereof, or the dissolution or liquidation of the Company, or
any sale or transfer of all or any part of its assets or business, or any other act or proceeding, whether of a similar character or otherwise.
16. Delays. In accordance with the terms of the Plan, the Company shall have the right to suspend or delay any time period prescribed in this Agreement or in the Plan for
any action if the Committee shall determine that the action may constitute a violation of any law or result in any liability under any law to the Company, an Affiliate or a stockholder in
the Company until such time as the action required or permitted will not constitute a violation of law or result in liability to the Company, an Affiliate or a stockholder of the Company.
17. Governing Law; Construction. This Agreement and the Performance Share Units will be governed by, and construed and enforced in accordance with, the laws of the
State of Illinois without regard to conflicts of law principles. The jurisdiction and venue for any disputes arising under, or any action brought to enforce (or otherwise relating to), this
Agreement will be exclusively in the courts in the State of Illinois, Cook County, including the Federal Courts located therein (should Federal jurisdiction exist). Notwithstanding
anything in this Agreement to the contrary, either party can seek injunctive relief in any court of competent jurisdiction. Common nouns and pronouns shall be deemed to refer to the
masculine, feminine, neuter, singular and plural, as the context requires.
18. Entire Agreement. This Agreement, together with the Plan and any other agreements incorporated herein by reference, constitutes the entire obligation of the parties
with respect to the subject matter of this Agreement and supersedes any prior written or oral expressions of intent or understanding with respect to such subject matter (provided, that
except as set forth in Sections 6 and 7 of this Agreement (if and to the extent applicable), this Agreement shall not supersede any written employment agreement or other written
agreement between the Company and the Participant, including, but not limited to, any written restrictive covenant agreements). Notwithstanding the foregoing, Section 9(a) hereof
hereby supersedes any non-competition and/or non-solicitation provision set forth in any previous Award Agreement under the Plan between the Company and the Participant. The
Participant represents that, in executing this Agreement, he does not rely and has not relied upon any representation or statement not set forth herein made by the Company with regard
to the subject matter, bases or effect of this Agreement or otherwise.
19. Amendment. This Agreement may be amended as provided in the Plan.
20. Waiver; Cumulative Rights. The failure or delay of either party to require performance by the other party of any provision of this Agreement will not affect its right to
require performance of such provision unless and until such performance has been waived in writing. Each right under this Agreement is cumulative and may be exercised in part or
in whole from time to time.
21. Counterparts. This Agreement may be signed in two counterparts, each of which will be an original, but both of which will constitute one and the same instrument.
22. Notices. Any notices required or permitted under this Agreement must be in writing and may be delivered personally or by mail, postage prepaid, addressed to (a) the
Company at InnerWorkings, Inc., 600 West Chicago Avenue, Suite 850, Chicago, IL 60654, Attention: Corporate Secretary and (b) the Participant at the Participant’s address as shown
on the Company’s payroll records, or to such other address as the Participant, by notice to the Company, may designate in writing from time to time.
23. Headings. The headings in this Agreement are for reference purposes only and will not affect the meaning or interpretation of this Agreement.
24. Severability. If any provision of this Agreement is for any reason held to be invalid or unenforceable, such invalidity or unenforceability will not affect any other
provision of this Agreement, and this Agreement will be construed as if such invalid or unenforceable provision were omitted.
25. No Strict Construction. The language used in this Agreement will be deemed to be the language chosen by the parties to express their mutual intent, and no rule of
strict construction will be applied against any party.
26. Successors and Assigns. This Agreement will inure to the benefit of and be binding upon each successor and assign of the Company. All obligations imposed upon the
Participant or a representative, and all rights granted to the Company under this Agreement, will be binding upon the Participant’s or the representative’s heirs, legal representatives and
successors.
27. Tax Consequences. The Participant agrees to determine and be responsible for all tax consequences to the Participant with respect to the Performance Share Units.
28. No Guarantee of Future Awards. This Agreement does not guarantee the Participant the right to or expectation of future Awards under the Plan or any future incentive
plan adopted by the Company.

29. Incentive Compensation Recoupment. Notwithstanding anything in the Plan or in this Agreement to the contrary, this Award shall be subject to any compensation
recovery and/or recoupment policy adopted by the Company to comply with applicable law, including, without limitation, the Dodd-Frank Wall Street Reform and Consumer
Protection Act, or to comport with good corporate governance practices, as such policies may be adopted and/or amended from time to time.
[signature page follows]

IN WITNESS WHEREOF, the Company and the Participant have executed this Agreement as of the date first written above.

INNERWORKINGS, INC.:
By:
Name:

Oren Azar

Title:

General Counsel

INWK Prospectus Sept 2018
2006 Stock Incentive Plan as Amended Sept 6 2018

PARTICIPANT:

RESTRICTED STOCK UNIT AWARD AGREEMENT

THIS RESTRICTED STOCK UNIT AWARD AGREEMENT (the “Agreement”), is made and entered into effective [Grant Date:Month DD, YYYY] (the “Grant Date”), by
and between InnerWorkings, Inc., a Delaware corporation (the “Company”), and [Participant Name:First Name Last Name] (the “Participant”).
RECITALS
WHEREAS, the Company has adopted the InnerWorkings, Inc. 2006 Stock Incentive Plan, as amended (the “Plan”);
WHEREAS, pursuant to the Plan, the Company desires to grant to the Participant the Restricted Stock Units set forth in Section 2(a) below, subject to certain restrictions set
forth in this Agreement, effective as of the Grant Date; and
WHEREAS, the Board of Directors or Compensation Committee of the Board of Directors of the Company (the “Committee”) has duly made all determinations necessary or
appropriate to the grants hereunder.
NOW, THEREFORE, in consideration of the premises and the mutual covenants set forth in this Agreement and for other good and valuable consideration, the receipt of
which is hereby acknowledged, the parties agree as follows:
AGREEMENT
1. Definitions. Any capitalized term used in this Agreement that is not defined in this Agreement will have the same meaning given to it in the Plan.
2. Grant of Restricted Stock Units; Vesting.
(a) Subject to the terms and conditions of the Plan, and the additional terms and conditions set forth in this Agreement, the Company hereby grants to the Participant, as a
matter of separate agreement and not in lieu of salary or any other compensation for services, an Award of [Granted:Shares Granted] Restricted Stock Units. Each Restricted Stock Unit
is a notional amount that represents the right to receive one Share, subject to the terms and conditions of the Plan and this Agreement, if and when the Restricted Stock Unit vests.
(b) Provided that the Participant remains continuously in Service as of each applicable vesting date, one quarter (1/4) of the Restricted Stock Units will vest on each of the
first four (4) anniversaries of the Grant Date. In the event that the Participant incurs a termination of Service for any reason, all unvested Restricted Stock Units shall immediately be
cancelled and forfeited.
(c) Notwithstanding anything herein to the contrary, in the event of a Change in Control, the Restricted Stock Units will be subject to Section 3.4 of the Plan.
3. Transferability. The Restricted Stock Units granted hereunder may not be sold, assigned, transferred, exchanged, pledged, hypothecated or otherwise encumbered.
4 . Rights as a Stockholder. Except as otherwise provided in this Section 4, unless and until a Restricted Stock Unit has vested and the Share underlying it has been
distributed to the Participant, the Participant shall not have any rights as a stockholder with respect to any Shares covered by the Restricted Stock Units. Notwithstanding the foregoing,
if the Company declares a cash dividend on its Shares after the Grant Date, then on the payment date of the dividend, the Participant will be credited with dividend equivalents equal to
the amount of cash dividend per Share multiplied by the number of Restricted Stock Units credited to the Participant through the record date. The dollar amount referred to in the
preceding sentence will be credited to an account (“Account”) established for the Participant for bookkeeping purposes only on the books of the Company. The balance in the Account
will be subject to the same terms regarding vesting and forfeiture as the Participant’s Restricted Stock Units awarded under this Agreement, and will be paid in cash in a single sum at
the time that the Shares associated with the Participant’s Restricted Stock Units are delivered (or forfeited at the time that the Participant’s Restricted Stock Units are forfeited).
5. Delivery and Withholding. Once a Restricted Stock Unit vests, the Participant will be entitled to receive a Share in its place. Delivery of the Share to the Participant will
be made as soon as administratively practicable after the date on which the associated Restricted Stock Unit vests in accordance with Section 2(b). Shares will be credited to an account
established for the benefit of the Participant with the Company’s administrative agent, and the Participant will have full legal and beneficial ownership of the Shares at that time. The
distribution of the Shares to the Participant upon vesting of the Restricted Stock Units will be subject to withholding by the Company of amounts sufficient to cover withholding
obligations applicable to such payment and transfer. In the event that any required tax withholding upon the vesting and settlement of the Restricted Stock Units exceeds the
Participant’s regular compensation available to satisfy such withholding, the Participant agrees to remit to the Company, as a condition of settlement of the Restricted Stock Units, such
additional amounts as are necessary to satisfy such required withholding. Any withholding obligation may be settled either in cash or with Shares, including by withholding Shares that
are otherwise deliverable hereunder upon vesting of Restricted Stock Units.

6. Restrictive Covenants.
(a) Covenants Not to Compete or Solicit. During the Participant’s Service and for a period of eighteen (18) months following the termination thereof for any reason, the
Participant shall not, anywhere in the Geographic Area (as defined below), other than on behalf of the Company or a Subsidiary of the Company or with the prior written consent of
the Company, directly or indirectly:
(i) perform “services” (as defined below) for (in any capacity, including, without limitation, as an employee, agent, consultant, advisor, independent
contractor, proprietor, partner, officer, director or otherwise), have any ownership interest in (except for passive ownership of five percent (5%) or less of any
entity whose securities have been registered under the Securities Act of 1933, as amended, or Section 12 of the Exchange Act), or participate in the financing,
operation, management or control of, any firm, partnership, corporation, entity or business that engages or participates in a “competing business purpose” (as
defined below);
(ii) induce or attempt to induce any customer, potential customer, supplier, licensee, licensor or business relation of the Company or a Subsidiary of the
Company to cease doing business with the Company or such Subsidiary, or in any way interfere with the relationship between any customer, potential customer,
supplier, licensee, licensor or business relation of the Company or a Subsidiary of the Company or solicit the business of any customer or potential customer of the
Company or a Subsidiary of the Company, whether or not the Participant had personal contact with such entity; and
(iii) solicit, encourage, hire or take any other action that is intended to induce or encourage, or has the effect of inducing or encouraging, any employee
or independent contractor of the Company or any Subsidiary of the Company to terminate his or her employment or relationship with the Company or any
Subsidiary of the Company, other than in the discharge of his or her duties as an officer of the Company, if applicable.
For purposes of this Agreement, (A) “ Geographic Area ” shall mean the Participant’s country of employment and any other countries in which the Participant
conducts business on behalf of the Company or a Subsidiary of the Company, (B) “ services” shall mean services of the type conducted, authorized, offered, or
provided by the Participant on behalf of the Company during the two (2) years prior to the termination of the Participant’s Service, and (C) “ competing business
purpose” shall mean the sale or provision of any marketing or printed materials, items, or other products or services that are competitive with in any manner the
products or services sold or offered by the Company or a Subsidiary thereof while this Agreement is in effect.
(b) Confidentiality. The Participant shall hold in a fiduciary capacity for the benefit of the Company all secret or confidential information, knowledge or data relating to the
Company or any of its Affiliates, and their respective businesses, employees, suppliers or customers, which shall have been obtained by the Participant during the Participant’s Service
and which shall not be or become public knowledge (“Confidential Information”). During the Participant’s Service and after the termination thereof, the Participant shall not, without
the prior written consent of the Company or as otherwise may be required by law or legal process (provided, that the Participant shall give the Company reasonable notice of such
process, and the ability to contest it) or as may be necessary, in the Participant’s reasonable discretion, to discharge his or her duties to the Company, communicate or divulge any
Confidential Information to anyone other than the Company and those designated by it. Notwithstanding the above, this Agreement shall not prevent the Participant from revealing
evidence of criminal wrongdoing to law enforcement or prohibit the Participant from divulging Confidential Information by order of court or agency of competent jurisdiction, or
from making other disclosures that are protected under the provisions of law or regulation. Nothing in this Agreement prohibits the Participant from reporting possible violations of
federal law or regulation to any governmental agency or entity, including but not limited to the Department of Justice, the Securities and Exchange Commission, Congress, and any
Inspector General, or making other disclosures that are protected under the whistleblower provisions of applicable law or regulation. The Participant does not need the prior
authorization of the Company to make any such reports or disclosures, and the Participant is not required to notify the Company that the Participant has made such reports or
disclosure.
The Participant acknowledges and agrees that the Company has provided the Participant with written notice below that the Defend Trade Secrets Act, 18 U.S.C. § 1833(b),
provides an immunity for the disclosure of a trade secret to report suspected violations of law and/or in an anti-retaliation lawsuit, as follows:
(1) IMMUNITY. - An individual shall 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 (i) in confidence to a Federal, State or local government official, either directly or indirectly, or to an attorney; and

(ii) 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 such filing is made under seal.
(2) USE OF TRADE SECRET INFORMATION IN ANTI-RETALIATION LAWSUIT. - 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 attorney of the individual and use the trade secret information in the court proceeding, if
the individual(A) files any document containing the trade secret under seal; and
(B) does not disclose the trade secret, except pursuant to court order.
(c) Enforcement. The covenants contained in this Section 6 shall be construed as a series of separate covenants, one for each county, city, state, or any similar subdivision in
any Geographic Area. Except for geographic coverage, each such separate covenant shall be deemed identical in terms to the covenant contained in the preceding sections. If, in any
judicial proceeding, a court refuses to enforce any of such separate covenants (or any part thereof), then such unenforceable covenant (or such part) shall be eliminated from this
Agreement to the extent necessary to permit the remaining separate covenants (or portions thereof) to be enforced. In the event that the provisions of this Section 6 are deemed to
exceed the time, geographic or scope limitations permitted by applicable law, then such provisions shall be reformed to the maximum time, geographic or scope limitations, as the case
may be, permitted by applicable law. If the Participant breaches any of the restrictions set forth in this Section 6 and the Company commences a legal proceeding in connection
therewith, the time period applicable to each such restriction shall be tolled and extended for a period of time equal to the period of time during which the Participant is determined by
a court of competent jurisdiction to be in non-compliance or breach (not to exceed the duration set forth in the applicable restriction) commencing on the date of such determination.
7. Remedies for Breach.
(a) The Participant acknowledges and agrees that the agreements and covenants set forth in Section 6 are reasonable and necessary for the protection of the Company’s
business interests, that irreparable injury will result to the Company if the Participant breaches any of the terms of said covenants, and that in the event of the Participant’s actual or
threatened breach of any such covenants, the Company will have no adequate remedy at law. The Participant accordingly agrees that, in the event of any actual or threatened breach by
the Participant of any of said covenants, the Company will be entitled to seek immediate injunctive and other equitable relief, without bond and without the necessity of showing actual
monetary damages. Nothing in this Section 7 will be construed as prohibiting the Company from pursuing any other remedies available to it for such breach or threatened breach,
including the recovery of any damages that it is able to prove.
(b) In addition, and not in limitation of the foregoing, in the event of the Participant’s breach of any of the covenants set forth in Section 6, (i) the Restricted Stock Units
(whether vested or unvested) shall immediately be forfeited, (ii) the Company shall be entitled to recover any Shares acquired upon the vesting of the Restricted Stock Units, and (iii) if
the Participant has previously sold any of the Shares derived from the vesting of the Restricted Stock Units, the Company shall also have the right to recover from the Participant the
economic value thereof.
(c) Each of the parties to this Agreement will be entitled to enforce its rights under this Agreement specifically, to recover damages by reason of any breach of any provision
of this Agreement, and to exercise all other rights existing in its favor. The Participant agrees and acknowledges that money damages will not be an adequate remedy for any breach of
the provisions of this Agreement and that the Company will be entitled to specific performance and injunctive relief in order to enforce or prevent any violations of the provisions of
this Agreement.
8. Plan. The Participant hereby acknowledges receipt of a copy of the Plan. Notwithstanding any other provision of this Agreement, this Award is granted pursuant to the
Plan, as in effect on the date of the Agreement, and is subject to the terms and conditions of the Plan, as the same may be amended from time to time; provided, however, that except as
otherwise provided by the Plan, no amendment to either the Plan or this Agreement will deprive the Participant, without the Participant’s consent, of the Award or of the Participant’s
rights under this Agreement. The interpretation and construction by the Committee of the Plan, this Agreement, the Restricted Stock Units, and such rules and regulations as may be
adopted by the Committee for the purpose of administering the Plan, will be final and binding upon the Participant. In the event that the terms of this Agreement conflict with the
terms of the Plan, the Plan shall control.
9. No Employment Rights. No provision of this Agreement or of the Restricted Stock Units will give the Participant any right to continue in the employ of the Company or
any of its Affiliates, create any inference as to the length of employment of the Participant, affect the right of the Company or its Affiliates to terminate the employment of the
Participant, with or without Cause, or give the Participant any right to participate in any employee welfare or benefit plan or other program of the Company or any of its Affiliates.

10. Changes in Company’s Capital or Organizational Structure. The existence of the Restricted Stock Units shall not affect in any way the right or authority of the
Company or its shareholders to make or authorize any or all adjustments, recapitalizations, reorganizations or other changes in the Company’s capital structure or its business, or any
merger or consolidation of the Company, or any issue of preferred Shares ahead of or affecting the Shares or the rights thereof, or the dissolution or liquidation of the Company, or
any sale or transfer of all or any part of its assets or business, or any other act or proceeding, whether of a similar character or otherwise.
11. Delays. In accordance with the terms of the Plan, the Company shall have the right to suspend or delay any time period prescribed in this Agreement or in the Plan for
any action if the Committee shall determine that the action may constitute a violation of any law or result in any liability under any law to the Company, an Affiliate or a shareholder in
the Company until such time as the action required or permitted will not constitute a violation of law or result in liability to the Company, an Affiliate or a shareholder of the
Company.
12. Governing Law; Construction. This Agreement and the Restricted Stock Units will be governed by, and construed and enforced in accordance with, the laws of the
State of Illinois without regard to conflicts of law principles. The jurisdiction and venue for any disputes arising under, or any action brought to enforce (or otherwise relating to), this
Agreement will be exclusively in the courts in the State of Illinois, Cook County, including the Federal Courts located therein (should Federal jurisdiction exist). Notwithstanding
anything in this Agreement to the contrary, either party can seek injunctive relief in any court of competent jurisdiction. Common nouns and pronouns shall be deemed to refer to the
masculine, feminine, neuter, singular and plural, as the context requires.
13. Entire Agreement. This Agreement, together with the Plan and any other agreements incorporated herein by reference, constitutes the entire obligation of the parties
with respect to the subject matter of this Agreement and supersedes any prior written or oral expressions of intent or understanding with respect to such subject matter (provided, that
this Agreement shall not supersede any written employment agreement or other written agreement between the Company and the Participant, including, but not limited to, any written
restrictive covenant agreements). Notwithstanding the foregoing, Section 6(a) hereof hereby supersedes any non-competition and/or non-solicitation provision set forth in any previous
Award Agreement under the Plan between the Company and the Participant. The Participant represents that, in executing this Agreement, he does not rely and has not relied upon any
representation or statement not set forth herein made by the Company with regard to the subject matter, bases or effect of this Agreement or otherwise.
14. Amendment. This Agreement may be amended as provided in the Plan.
15. Waiver; Cumulative Rights. The failure or delay of either party to require performance by the other party of any provision of this Agreement will not affect its right to
require performance of such provision unless and until such performance has been waived in writing. Each right under this Agreement is cumulative and may be exercised in part or
in whole from time to time.
16. Counterparts. This Agreement may be signed in two counterparts, each of which will be an original, but both of which will constitute one and the same instrument.
17. Notices. Any notices required or permitted under this Agreement must be in writing and may be delivered personally or by mail, postage prepaid, addressed to (a) the
Company at InnerWorkings, Inc., 600 West Chicago Avenue, Suite 850, Chicago, IL 60654, Attention: Corporate Secretary and (b) the Participant at the Participant’s address as shown
on the Company’s payroll records, or to such other address as the Participant, by notice to the Company, may designate in writing from time to time.
18. Headings. The headings in this Agreement are for reference purposes only and will not affect the meaning or interpretation of this Agreement.
19. Severability. If any provision of this Agreement is for any reason held to be invalid or unenforceable, such invalidity or unenforceability will not affect any other
provision of this Agreement, and this Agreement will be construed as if such invalid or unenforceable provision were omitted.
20. No Strict Construction. The language used in this Agreement will be deemed to be the language chosen by the parties to express their mutual intent, and no rule of
strict construction will be applied against any party.
21. Successors and Assigns. This Agreement will inure to the benefit of and be binding upon each successor and assign of the Company. All obligations imposed upon the
Participant or a representative, and all rights granted to the Company under this Agreement, will be binding upon the Participant’s or the representative’s heirs, legal representatives and
successors.
22. Tax Consequences. The Participant agrees to determine and be responsible for all tax consequences to the Participant with respect to the Restricted Stock Units.

23. No Guarantee of Future Awards. This Agreement does not guarantee the Participant the right to or expectation of future Awards under the Plan or any future incentive
plan adopted by the Company.
24. Incentive Compensation Recoupment. Notwithstanding anything in the Plan or in this Agreement to the contrary, this Award shall be subject to any compensation
recovery and/or recoupment policy adopted by the Company to comply with applicable law, including, without limitation, the Dodd-Frank Wall Street Reform and Consumer
Protection Act, or to comport with good corporate governance practices, as such policies may be adopted and/or amended from time to time.

[signature page follows]

IN WITNESS WHEREOF, the Company and the Participant have executed this Agreement as of the date first written above.

INNERWORKINGS, INC.:
By:
Name:

Oren Azar

Title:

General Counsel

2006 Stock Incentive Plan as Amended Sept 6 2018
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PARTICIPANT:

STOCK APPRECIATION RIGHT AGREEMENT
THIS STOCK APPRECIATION RIGHT AGREEMENT (this "Agreement") is made and entered into effective [Grant Date:Month DD, YYYY] (the “Date of
Grant”) by and between InnerWorkings, Inc., a Delaware corporation (the "Company"), and [Participant Name:First Name Last Name] (the "Participant").
RECITALS
WHEREAS, the Participant has been designated by the Compensation Committee of the Board of Directors of the Company (the "Committee") to participate in the
InnerWorkings, Inc. 2006 Stock Incentive Plan, as amended (the "Plan") (capitalized terms used but not otherwise defined herein shall have the meanings assigned to such terms in
the Plan).
NOW, THEREFORE, in consideration of the premises and mutual covenants contained herein, and for other good and valuable consideration, the Company and the
Participant agree as follows:
AGREEMENT
1. Grant. The Company hereby grants to the Participant [Granted:SARs Granted] Stock Appreciation Rights (the "SARs") with respect to an equal number of Shares, at
a Grant Price per SAR set forth below. Each SAR entitles the Participant to receive, upon exercise thereof, a cash payment in the amount determined pursuant to Section 6 below.
The SARs are granted as of the Date of Grant and are subject to all of the terms and conditions set forth herein and to all of the terms and the conditions of the Plan, which is
incorporated by reference herein. In the event of a conflict between the Plan and this Agreement, the terms of the Plan shall govern.
2. Grant Price. The grant price per Share subject to the SARs shall be [Price:SAR Award Price], which is not less than the Fair Market Value of a Share on the Date of
Grant (the “Grant Price”).
3. Term of SARs. The SARs may, subject to the vesting and termination provisions of Sections 4 and 5 below, be exercised only during the period commencing on the
Date of Grant and continuing until the close of business on the tenth anniversary of the Date of Grant (the "SAR Term"). At the end of the SAR Term, the SARs shall terminate,
unless sooner terminated pursuant to Section 5 below.
4. Vesting. The SARs shall be exercisable only to the extent that the SARs have vested.
(a)
The SARs shall vest and become exercisable pursuant to the following schedule (provided the Participant has remained continuously in Service as of each
applicable vesting date):
(i)
(ii)

(b)

one-quarter (1/4) of the SARs shall vest and become exercisable on the first anniversary of the Date of Grant;
an additional one-quarter (1/4) of the SARs shall vest and become exercisable on the second anniversary of the Date of Grant;

(iii)

an additional one-quarter (1/4) of the SARs shall vest and become exercisable on the third anniversary of the Date of Grant; and

(iv)

the final one-quarter (1/4) of the SARs shall vest and become exercisable on the fourth anniversary of the Date of Grant.

Notwithstanding anything herein to the contrary, in the event of a Change in Control, the SARs will be subject to Section 3.4 of the Plan.

5. Termination of Employment. In the event the Participant experiences a termination of Service, the SARs shall terminate in accordance with the following:
(a) In the event the Participant’s Service is terminated by the Company for any reason other than Cause, Disability, or death, or by the Participant for "Good Reason" (if
and to the extent such term is defined in a written employment or other written agreement between the Participant and the Company), SARs that are exercisable pursuant to Section
4 of this Agreement at the time of such termination of Service shall remain exercisable until the earlier of (i) the expiration of the SAR Term or (ii) one year from the date of such
termination of Service. SARs that are not exercisable at the time of such termination of Service shall expire at the close of business on the date of such termination of Service.

(b) In the event the Participant terminates Service on account of the Disability or death of the Participant, SARs that are exercisable pursuant to Section 4 of this
Agreement at the time of such termination of Service shall remain exercisable until the expiration of the SAR Term. SARs that are not exercisable at the time of such termination of
Service shall expire at the close of business on the date of such termination of Service.
(c) In the event the Participant’s Service is terminated for Cause, all outstanding SARs granted to such Participant, whether or not then vested and exercisable, shall expire
as of the commencement of business on the date of such termination of Service.
(d) In the event the Participant terminates Service for any reason other than those described in subsections (a), (b) and (c) of this Section 5, SARs that are exercisable
pursuant to Section 4 of this Agreement at the time of such termination of Service shall remain exercisable until the earlier of (i) the expiration of the SAR Term or (ii) thirty (30)
days from the date of such termination of Service. SARs that are not exercisable at the time of such termination of Service shall expire at the close of business on the date of such
termination of Service.
6. Exercise of SARs.
(a) In order to exercise the SARs, the Participant shall submit to the Secretary of the Company an instrument in writing, in a form (which may be electronic) approved by
the Company, specifying the number of Shares in respect of which the SARs are being exercised. The Participant may exercise the SARs for less than the full number of Shares
with respect to which the SARs are vested at any point in time; provided, however, that no partial exercise of the SARs may be with respect to any fractional Shares. Such exercise
shall be effective upon receipt by the Company of such notice of exercise (the “Exercise Date”).
(b) The amount delivered to the Participant upon exercise of the SARs will be equal to the product of (i) the excess, if any, of the Fair Market Value of a Share on the
Exercise Date over the Grant Price, multiplied by (ii) a number of Shares represented by the number of SARs being exercised; provided, that the amount delivered to the Participant
shall be subject to withholding as described in Section 7. Any amount due to the Participant upon exercise of the SARs will be paid in cash. Subject to the terms of the Plan and this
Agreement, any such payment shall be made as soon as practicable after the Exercise Date. The Participant shall not be entitled to any earnings on the value of the amount payable
for the period between the Exercise Date and the receipt of such payment.
7. Tax Withholding. The Company will have the power and the right to deduct or withhold, or require the Participant to remit to the Company, the amount necessary to
satisfy federal, state, and local taxes, domestic or foreign, required by law or regulation to be withheld with respect to any taxable event arising under the Plan or this Agreement
with respect to the SARs.
8. No Rights as a Stockholder. The Participant shall have no rights of a stockholder with respect to the SARs.
9. Non-Transferable. The SARs may not be sold, assigned, transferred, pledged, hypothecated or otherwise disposed of, except by will or the laws of descent and
distribution. The SARs may be exercised during the lifetime of the Participant only by the Participant or by his or her guardian or legal representative; provided, that in the event of
the Participant’s death, the administrator or executor of the Participant’s estate (or such other person to whom the SARs are transferred pursuant to the Participant’s will or in
accordance with the laws of descent and distribution) may exercise any vested but unexercised portion of the SARs in accordance with Section 6(b). The Committee may, in its
discretion, require any such transferee, guardian or legal representative to supply it with evidence the Committee deems necessary to establish the authority of the transferee,
guardian or legal representative to exercise the SARs on behalf of the Participant.
11. Securities Law Requirements.
(a) The SARs will not be exercisable in whole or in part, if exercise may, in the opinion of counsel for the Company, violate the Securities Act of 1933, as amended (or
other federal or state statutes having similar requirements), as it may be in effect at that time, or cause the Company to violate the terms of the Plan.
(b) The SARs are subject to the further requirement that, if at any time the Committee determines in its discretion that the registration, listing or qualification of the Shares
subject to the SARs under any federal securities law, securities exchange requirements or under any other applicable law, or the consent or approval of any governmental regulatory
body, is necessary as a condition of, or in connection with, the granting of the SARs, the SARs may not be exercised in whole or in part, unless the necessary registration, listing,
qualification, consent or approval has been effected or obtained free of any conditions not acceptable to the Committee.

(c) With respect to individuals subject to Section 16 of the Exchange Act, transactions with respect to the SARs are intended to comply with all applicable conditions of
Rule 16b-3, or its successors under the Exchange Act. To the extent that any provision of the SARs or action by the Committee fails to so comply, the Committee may determine, to
the extent permitted by law, that the provision or action will be null and void.
12. No Obligation to Exercise. Neither the Participant nor any permissible transferee is or will be obligated by the grant of the SARs to exercise them.
13. Restrictive Covenants.
(a) Covenants Not to Compete or Solicit. During the Participant’s Service and for a period of eighteen (18) months following the termination thereof for any reason,
the Participant shall not, anywhere in the Geographic Area (as defined below), other than on behalf of the Company or a Subsidiary of the Company or with the prior written
consent of the Company, directly or indirectly:
(i) perform “services” (as defined below) for (in any capacity, including, without limitation, as an employee, agent, consultant, advisor, independent
contractor, proprietor, partner, officer, director or otherwise), have any ownership interest in (except for passive ownership of five percent (5%) or less of any
entity whose securities have been registered under the Securities Act of 1933, as amended, or Section 12 of the Exchange Act), or participate in the financing,
operation, management or control of, any firm, partnership, corporation, entity or business that engages or participates in a “competing business purpose” (as
defined below);
(ii) induce or attempt to induce any customer, potential customer, supplier, licensee, licensor or business relation of the Company or a Subsidiary of
the Company to cease doing business with the Company or such Subsidiary, or in any way interfere with the relationship between any customer, potential
customer, supplier, licensee, licensor or business relation of the Company or a Subsidiary of the Company or solicit the business of any customer or potential
customer of the Company or a Subsidiary of the Company, whether or not the Participant had personal contact with such entity; and
(iii) solicit, encourage, hire or take any other action that is intended to induce or encourage, or has the effect of inducing or encouraging, any employee
or independent contractor of the Company or any Subsidiary of the Company to terminate his or her employment or relationship with the Company or any
Subsidiary of the Company, other than in the discharge of his or her duties as an officer of the Company, if applicable.
For purposes of this Agreement, (A) “Geographic Area” shall mean the Participant’s country of employment and any other countries in which the Participant
conducts business on behalf of the Company or a Subsidiary of the Company, (B) “services” shall mean services of the type conducted, authorized, offered, or
provided by the Participant on behalf of the Company during the two (2) years prior to the termination of the Participant’s Service, and (C) “competing business
purpose” shall mean the sale or provision of any marketing or printed materials, items, or other products or services that are competitive with in any manner the
products or services sold or offered by the Company or a Subsidiary thereof while this Agreement is in effect.
(b) Confidentiality. The Participant shall hold in a fiduciary capacity for the benefit of the Company all secret or confidential information, knowledge or data relating to
the Company or any of its Affiliates, and their respective businesses, employees, suppliers or customers, which shall have been obtained by the Participant during the Participant’s
Service and which shall not be or become public knowledge (“Confidential Information”). During the Participant’s Service and after the termination thereof, the Participant shall not,
without the prior written consent of the Company or as otherwise may be required by law or legal process (provided, that the Participant shall give the Company reasonable notice
of such process, and the ability to contest it) or as may be necessary, in the Participant’s reasonable discretion, to discharge his or her duties to the Company, communicate or
divulge any Confidential Information to anyone other than the Company and those designated by it. Notwithstanding the above, this Agreement shall not prevent the Participant
from revealing evidence of criminal wrongdoing to law enforcement or prohibit the Participant from divulging Confidential Information by order of court or agency of competent
jurisdiction, or from making other disclosures that are protected under the provisions of law or regulation. Nothing in this Agreement prohibits the Participant from reporting
possible violations of federal law or regulation to any governmental agency or entity, including but not limited to the Department of Justice, the Securities and Exchange
Commission, Congress, and any Inspector General, or making other disclosures that are protected under the whistleblower provisions of applicable law or regulation. The
Participant does not need the prior authorization of the Company to make any such reports or disclosures, and the Participant is not required to notify the Company that the
Participant has made such reports or disclosure.

The Participant acknowledges and agrees that the Company has provided the Participant with written notice below that the Defend Trade Secrets Act, 18 U.S.C. §
1833(b), provides an immunity for the disclosure of a trade secret to report suspected violations of law and/or in an anti-retaliation lawsuit, as follows:
(1) IMMUNITY. - An individual shall 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 (i) in confidence to a Federal, State or local government official, either directly or indirectly, or to an attorney; and
(ii) 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 such filing is made under seal.
(2) USE OF TRADE SECRET INFORMATION IN ANTI-RETALIATION LAWSUIT. - 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 attorney of the individual and use the trade secret information in the court
proceeding, if the individual(A) files any document containing the trade secret under seal; and
(B) does not disclose the trade secret, except pursuant to court order.
(c) Enforcement. The covenants contained in this Section 12 shall be construed as a series of separate covenants, one for each county, city, state or any similar
subdivision in any Geographic Area. Except for geographic coverage, each such separate covenant shall be deemed identical in terms to the covenant contained in the preceding
sections. If, in any judicial proceeding, a court refuses to enforce any of such separate covenants (or any part thereof), then such unenforceable covenant (or such part) shall be
eliminated from this Agreement to the extent necessary to permit the remaining separate covenants (or portions thereof) to be enforced. In the event that the provisions of this
Section 12 are deemed to exceed the time, geographic or scope limitations permitted by applicable law, then such provisions shall be reformed to the maximum time, geographic or
scope limitations, as the case may be, permitted by applicable law. If the Participant breaches any of the restrictions set forth in this Section 12 and the Company commences a legal
proceeding in connection therewith, the time period applicable to each such restriction shall be tolled and extended for a period of time equal to the period of time during which the
Participant is determined by a court of competent jurisdiction to be in non-compliance or breach (not to exceed the duration set forth in the applicable restriction) commencing on the
date of such determination.
14. Remedies for Breach.
(a)
The Participant acknowledges and agrees that the agreements and covenants set forth in Section 12 are reasonable and necessary for the protection of the
Company’s business interests, that irreparable injury will result to the Company if the Participant breaches any of the terms of said covenants, and that in the event of the
Participant’s actual or threatened breach of any such covenants, the Company will have no adequate remedy at law. The Participant accordingly agrees that, in the event of any actual
or threatened breach by the Participant of any of said covenants, the Company will be entitled to seek immediate injunctive and other equitable relief, without bond and without the
necessity of showing actual monetary damages. Nothing in this Section 13 will be construed as prohibiting the Company from pursuing any other remedies available to it for such
breach or threatened breach, including the recovery of any damages that it is able to prove.
(b)
In addition, and not in limitation of the foregoing, in the event of the Participant’s breach of any of the covenants set forth in Section 12, (i) the SARs (whether
vested or unvested) shall immediately be forfeited, and (ii) the Company shall be entitled to recover the amount received upon the exercise of the SARs.
(c)
Each of the parties to this Agreement will be entitled to enforce its rights under this Agreement specifically, to recover damages by reason of any breach of any
provision of this Agreement, and to exercise all other rights existing in its favor. The Participant agrees and acknowledges that money damages will not be an adequate remedy for
any breach of the provisions of this Agreement and that the Company will be entitled to specific performance and injunctive relief in order to enforce or prevent any violations of the
provisions of this Agreement.

15. Plan. The Participant hereby acknowledges receipt of a copy of the Plan. Notwithstanding any other provision of this Agreement, the SARs are granted pursuant to
the Plan, as in effect on the date of the Agreement, and are subject to the terms and conditions of the Plan, as the same may be amended from time to time; provided, however, that
except as otherwise provided by the Plan, no amendment to either the Plan or this Agreement will deprive the Participant, without the Participant’s consent, of the SARs or of the
Participant’s rights under this Agreement. The interpretation and construction by the Committee of the Plan, this Agreement, the SARs, and such rules and regulations as may be
adopted by the Committee for the purpose of administering the Plan, will be final and binding upon the Participant. In the event that the terms of this Agreement conflict with the
terms of the Plan, the Plan shall control.
16. No Employment Rights. No provision of this Agreement or of the SARs will give the Participant any right to continue in the employ of the Company or any of its
Affiliates, create any inference as to the length of employment of the Participant, affect the right of the Company or its Affiliates to terminate the employment of the Participant, with
or without Cause, or give the Participant any right to participate in any employee welfare or benefit plan or other program of the Company or any of its Affiliates.
17. Changes in Company’s Capital or Organizational Structure. The existence of the SARs shall not affect in any way the right or authority of the Company or its
shareholders to make or authorize any or all adjustments, recapitalizations, reorganizations or other changes in the Company’s capital structure or its business, or any merger or
consolidation of the Company, or any issue of preferred Shares ahead of or affecting the Shares or the rights thereof, or the dissolution or liquidation of the Company, or any sale or
transfer of all or any part of its assets or business, or any other act or proceeding, whether of a similar character or otherwise.
18. References. References herein to rights and obligations of the Participant shall apply, where appropriate, to the Participant’s legal representative or guardian without
regard to whether specific reference to such legal representative or guardian is contained in a particular provision of this Agreement or the Plan.
19. Governing Law; Construction. This Agreement and the SARs will be governed by, and construed and enforced in accordance with, the laws of the State of Illinois
without regard to conflicts of law principles. The jurisdiction and venue for any disputes arising under, or any action brought to enforce (or otherwise relating to), this Agreement
will be exclusively in the courts in the State of Illinois, Cook County, including the Federal Courts located therein (should Federal jurisdiction exist). Notwithstanding anything in
this Agreement to the contrary, either party can seek injunctive relief in any court of competent jurisdiction. Common nouns and pronouns shall be deemed to refer to the masculine,
feminine, neuter, singular and plural, as the context requires.
20. Entire Agreement. This Agreement, together with the Plan and any other agreements incorporated by reference, constitutes the entire obligation of the parties with
respect to the subject matter of this Agreement and supersedes any prior written or oral expressions of intent or understanding with respect to such subject matter (provided, that this
Agreement shall not supersede any written employment agreement or other written agreement between the Company and the Participant, including, but not limited to, any written
restrictive covenant agreements). Notwithstanding the foregoing, Section 12(a) hereof hereby supersedes any non-competition and/or non-solicitation provision set forth in any
previous Award Agreement under the Plan between the Company and the Participant. The Participant represents that, in executing this Agreement, he does not rely and has not
relied upon any representation or statement not set forth herein made by the Company with regard to the subject matter, bases or effect of this Agreement or otherwise.
21. Amendment. This Agreement may be amended as provided in the Plan.
22. Waiver; Cumulative Rights. The failure or delay of either party to require performance by the other party of any provision of this Agreement will not affect its right
to require performance of such provision unless and until such performance has been waived in writing. Each right under this Agreement is cumulative and may be exercised in
part or in whole from time to time.
23. Counterparts. This Agreement may be executed in counterparts, each of which shall be deemed an original, but all of which together shall constitute one and the
same instrument.
24. Notices. Any notices required or permitted under this Agreement must be in writing and may be delivered personally or by mail, postage prepaid, addressed to (a) the
Company at InnerWorkings, Inc., 600 West Chicago Avenue, Suite 850, Chicago, IL 60654, Attention: Corporate Secretary and (b) the Participant at the Participant’s address as
shown on the Company’s payroll records, or to such other address as the Participant, by notice to the Company, may designate in writing from time to time.
25. Headings. The headings in this Agreement are for reference purposes only and will not affect the meaning or interpretation of this Agreement.

26. Severability. If any provision of this Agreement or the application of any such provision to any party or circumstances shall be determined by any court of competent
jurisdiction to be invalid and unenforceable to any extent, the remainder of this Agreement or the application of such provision to such person or circumstances other than those to
which it is so determined to be invalid and unenforceable, shall not be affected thereby, and each provision hereof shall be validated and shall be enforced to the fullest extent
permitted by law.
27. No Strict Construction. The language used in this Agreement will be deemed to be the language chosen by the parties to express their mutual intent, and no rule of
strict construction will be applied against any party.
28. Successors and Assigns . This Agreement will inure to the benefit of and be binding upon each successor and assign of the Company. All obligations imposed
upon the Participant or a representative, and all rights granted to the Company under this Agreement, will be binding upon the Participant’s or the representative’s heirs, legal
representatives and successors.
29. Tax Consequences. The Participant shall be responsible for all taxes required to be paid under applicable tax laws with respect to the SARs.
30. No Guarantee of Future Awards . This Agreement does not guarantee the Participant the right to or expectation of future Awards under the Plan or any future
incentive plan adopted by the Company.
31. Incentive Compensation Recoupment. Notwithstanding anything in the Plan or in this Agreement to the contrary, the SARs shall be subject to any compensation
recovery and/or recoupment policy adopted by the Company to comply with applicable law, including, without limitation, the Dodd-Frank Wall Street Reform and Consumer
Protection Act, or to comport with good corporate governance practices, as such policies may be adopted and/or amended from time to time.
[signature page follows]

IN WITNESS WHEREOF, the parties have executed this Agreement as of the date and year set forth above.
INNERWORKINGS, INC.:
By:
Name:

Oren Azar

Title:

General Counsel
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PARTICIPANT:

EXHIBIT 31.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER
INNERWORKINGS, INC.
PURSUANT TO
SECTION 302 Of THE SARBANES-OXLEY ACT OF 2002
I, Richard S. Stoddart, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of InnerWorkings, Inc.;

2.

Based on my knowledge, this quarterly 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 quarterly report;

3.

Based on my knowledge, the financial statements, and other financial information included in this quarterly 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 quarterly 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 15d15(f)) for the registrant and we 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 quarterly report is being prepared;

b) designed such internal controls 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 quarterly report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this quarterly report based on such
evaluation; and

d) disclosed in this quarterly report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s
most recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over
financial reporting; and
5.

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent 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 9, 2019

/s/ Richard S. Stoddart
Richard S. Stoddart
Chief Executive Officer

EXHIBIT 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER
INNERWORKINGS, INC.
PURSUANT TO
SECTION 302 Of THE SARBANES-OXLEY ACT OF 2002
I, Donald W. Pearson, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of InnerWorkings, Inc.;

2.

Based on my knowledge, this quarterly 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 quarterly report;

3.

Based on my knowledge, the financial statements, and other financial information included in this quarterly 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 quarterly 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 15d15(f)) for the registrant and we 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 quarterly report is being prepared;

b) designed such internal controls 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 quarterly report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this quarterly report based on such
evaluation; and

d) disclosed in this quarterly report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s
most recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over
financial reporting; and
5.

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent 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 9, 2019

/s/ Donald W. Pearson
Donald W. Pearson
Chief Financial Officer

EXHIBIT 32.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 Of THE SARBANES-OXLEY ACT OF 2002
I, Richard S. Stoddart, Chief Executive Officer of InnerWorkings, Inc. (the “Company”), hereby certify, that:
(1) The Company’s quarterly report on Form 10-Q for the quarterly period ended June 30, 2019 (the “Form 10-Q”) 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 Form 10-Q fairly presents, in all material aspects, the financial condition and results of operations of the Company.
/s/ Richard S. Stoddart
Richard S. Stoddart
Chief Executive Officer
August 9, 2019

EXHIBIT 32.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 Of THE SARBANES-OXLEY ACT OF 2002
I, Donald W. Pearson, Chief Financial Officer of InnerWorkings, Inc. (the “Company”), hereby certify, that:
(1) The Company’s quarterly report on Form 10-Q for the quarterly period ended June 30, 2019 (the “Form 10-Q”) 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 Form 10-Q fairly presents, in all material aspects, the financial condition and results of operations of the Company.
/s/ Donald W. Pearson
Donald W. Pearson
Chief Financial Officer
August 9, 2019

