Agenda Item - 4.A.4
Resolution No. 21-SM011-01

CALIFORNIA ALTERNATIVE ENERGY AND
ADVANCED TRANSPORTATION FINANCING AUTHORITY

Request to Approve a Time Extension for the
Initial Term of the Regulatory Agreement!

Rocket Lab USA, Inc.
Application No. 21-SM011

Tuesday, February 20, 2024

Prepared By: Jeannie Yu, Program Analyst

SUMMARY

Applicant — Rocket Lab USA, Inc.

Location — Long Beach, Los Angeles County

Industry — Aerospace Manufacturing

Project — New Small Satellite and Reaction Wheel Manufacturing Facility
Total Amount Qualified Property Approved — $6,443,921

Estimated Sales and Use Tax Exclusion Amount at Approval? — $547,733
Amount of Time Requested —

e Requesting a one (1)-year, nine (9)-month, and fifteen (15)-day extension, until
December 31, 2025, for the Initial Term of the Regulatory Agreement (a total of four (4)
years, nine (9) months, and fifteen (15) days from the date of initial CAEATFA Board
approval of March 16, 2021)

Staff Recommendation — Approval

1 All capitalized terms not defined in this document are defined in the Sales and Use Tax Exclusion Program’s
statutes and regulations.
2 This amount is calculated based on the average statewide sales tax rate of 8.5%.
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REQUEST

On March 16, 2021, the CAEATFA Board approved a Sales and Use Tax Exclusion (“*STE”)
award for Rocket Lab USA, Inc. (the “Applicant”) for the purchase of up to $6,443,921 in
Qualified Property to build a new small-satellite and reaction wheel manufacturing facility
located in Long Beach (the “Project”). The Regulatory Agreement (“Agreement”) initial term
provided the Applicant with three years from the date of CAEATFA Board approval to utilize its
STE award.?

As of June 2023, the Applicant has used the STE award to purchase approximately $1,851,000 of
Qualified Property (29% of the total Qualified Property approved). The Applicant is requesting
to extend the Agreement initial term by one (1) year, nine (9) months, and fifteen (15) days to
accommodate the delays in the development of their California-based space facilities.

According to the Applicant, there has been a delay in the company’s purchasing timeline due to
changes in the development of the Applicant’s California-based space businesses. The Applicant
states they had spent the last several months acquiring the majority assets of Virgin Orbit and are
in the process of refitting Virgin Orbit’s 140,000 square-foot Long Beach facility into satellite
manufacture production. The Applicant states they have established a new purchasing timeline
based on the design and launch schedule of their new, medium-lift rocket and delivery and
investment requirements for their existing and expected satellite contracts.

The CAEATFA Board can extend the initial term of the Agreement upon a finding that an
extension is in the public interest and advances the purposes of the STE Program.*

The initial term of the Agreement can be extended by the Board upon a finding that an extension
is in the public interest and advances the purposes of the STE Program.®

THE APPLICANT

Rocket Lab USA, Inc. (the “Applicant”), is a Delaware corporation that formed in 2013.
The Applicant’s first development was a small space-launch vehicle called Electron, and
the Applicant is currently investing to develop its own satellite bus platform called Photon.
The Applicant has also recently acquired Sinclair Interplanetary, a supplier for reaction
wheel assembly and star trackers.

The Applicant received an income tax credit under the California Competes Tax Credit
Program?® administered by the Governor’s Office of Business and Economic Development on
November 12, 20109.

3 California Code of Regulations Title 4, Division 13, Section 10035(b)(1)

4 California Code of Regulations Title 4, Division 13, Section 10035(b)(1)(B)

5 California Code of Regulations, Title 10, Chapter 13, Article 1 (commencing with Section 8000).
> California Code of Regulations Title 4, Division 13, Section 10035(b)(1)(B)
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The major shareholders (10.0% or greater) of The corporate officers of the Applicant are:
the Applicant are:

Khosla Ventures (16%) Peter Beck, Founder and Chief Executive
Bessemer Ventures (12%) Officer
Peter Beck (11%) Adam Spice, Chief Financial Officer

Arjun Kampani, Senior Vice President,
General Counsel & Corporate Secretary

THE PROJECT

Rocket Lab USA, Inc., is requesting an STE award to build a new small-satellite and reaction wheel
manufacturing facility located in Long Beach (the “Project”). According to the Applicant, satellite
component production, such as reaction wheel assembly, has historically been a niche market, and is
generally a hands-on process with lead times beyond nine months. Due to the growing demand of the
market, the Applicant states it intends on deploying a process that will allow it to mass-produce
satellite components. The Applicant states it will be able to produce an average of nine satellites and
2,600 reaction wheels per year with the requested Qualified Property.

The Applicant states the Project will integrate business models, such as lean manufacturing and 5S
workplace principles, to increase productivity while driving costs down. For example, because reaction
wheel design and assembly were previously completed by third-party firms located outside the United
States, the Applicant often faced scheduling risks and incurred additional costs. The Applicant
represents the Project will enable it to produce the mechanical framework of its reaction wheels in-
house. Moreover, the Applicant states it will control costs by utilizing 3-D printing to produce satellite
subcomponents, such as its rocket propulsion systems, and reduce toxic substances, such as lead, from
production by removing tin whiskers at the subcomponent level of its fabrication process.

AGREEMENT INITIAL TERM EXTENSION REQUEST

The Applicant has requested that the initial term of the Agreement be extended from March 16,
2024, to December 31, 2025, in order to accommodate delays in the development of their
California-based space businesses.

Staff Evaluation

Staff has reviewed the Applicant’s extension request and has taken into consideration that the
reason for the delays are reasonable and is necessary for the Applicant to expand their
manufacturing businesses in California. The Applicant was unable to meet the purchasing
requirement due to the fact the Company was involved in the acquisition of Virgin Orbit’s assets.
Since the acquisition has been completed, and the Applicant had opened a new engine
development manufacturing facility at the previous Virgin Orbit’s Long Beach location, there
seems to be logical sense for the Project to move forward. The Applicant states the scope of the
project has not changed, and they are confident of meeting the new purchasing timeline as the
obstacles have now been overcome.
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Based on this information, Staff believes extending the initial term of the Agreement will allow
for the Project to be completed, and is, therefore, in the public interest and advances the purposes
of the STE Program.

LEGAL QUESTIONNAIRE

Staff reviewed the Applicant’s responses to the questions contained in the Legal Status portion of
the Application. The responses did not disclose any information that raises questions concerning
the financial viability or legal integrity of this Applicant.

CAEATFEA FEES

In accordance with STE Program regulations,® the Applicant has paid an additional fee of $2,000
because extending the initial term qualifies as a modification to the Applicant’s Agreement.

RECOMMENDATION

Staff recommends that the Board approve the Applicant’s request to extend the initial term of the
Agreement by one (1) year, nine (9) months, and fifteen (15) days to December 31, 2025, as it is
in the public interest and advances the purposes of the STE Program.

Attachments

Attachment A: Rocket Lab USA, Inc.’s letter requesting waiver (November 30, 2023)
Attachment B: Rocket Lab USA, Inc.’s staff summary at the time of approval

& California Code of Regulations Title 4, Division 13, Section 10036(c)(1)(B)
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RESOLUTION APPROVING A TIME EXTENSION FOR
ROCKET LAB USA, INC.’S INITIAL TERM FOR
THE REGULATORY AGREEMENT

February 20, 2024

WHEREAS, on March 16, 2021, the California Alternative Energy and Advanced
Transportation Financing Authority (the “Authority”), a public instrumentality of the State of
California, approved a Sales Tax Exclusion (“STE”) in the amount of $6,443,921 of Qualified
Property for Rocket Lab USA, Inc. (the “Applicant”); and

WHEREAS, within three (3) years of approval by the Authority, the Applicant must
make all Qualified Property purchases (STE Program regulations Section 10035(b)(1)); and

WHEREAS, upon a finding that it is in the public interest and advances the purposes of
the Program, the Authority may waive the requirement that all purchases of Qualified Property
be made within three (3) years of Application approval (STE Program regulations Section
10035(b)(1)(B)); and

WHEREAS, the Applicant has requested a waiver of the requirement to purchase all of
the Qualified Property within three (3) years/by March 16, 2024, due to unexpected delays in the
Project timeline, extending the term by one (1) year, nine (9) months, and fifteen (15) days to
December 31, 2025; and

WHEREAS, granting the waiver will allow the Project to proceed and the state to receive
the anticipated environmental and economic benefits that justified the initial approval of the
Project in accordance with the law, thereby advancing both the public interest and the purposes
of the Program.

NOW, THEREFORE, BE IT RESOLVED by the California Alternative Energy and
Advanced Transportation Financing Authority, as follows:

Section 1. The Authority finds that it is in the public interest and advances the purposes
of the Program to extend the Applicant’s initial term of the Regulatory Agreement to December
31, 2025.

Section 2. This resolution shall take effect immediately upon its passage.
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Attachment A: Rocket Lab USA, Inc.’s Letter
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Requesting Waiver (November 30, 2023)

Rocket Lab USA, Inc. P. +1(714) 465 5737
——-Q 3881 McGowen Street rocketlabusa.com
- Long Beach
ROCKETLAB California 80808, USA

November 30, 2023

California Alternative Energy and Advanced Transportation Financing Authority (CAEATFA)
901 P Street
Sacramento, CA 95814

Subject: Request for Extension of Sales and Use Tax Exclusion Period
To Whom [t May Concern,

| am writing on behalf of Rocket Lab USA, Inc. (the “Company”), which was granted approval for a
sales and use tax exclusion by the California Alternative Energy and Advanced Transportation
Financing Authority (CAEATFA) Board on March 16, 2021. As per CAEATFA’s recards and our
internal accounting, the Company has utilized $1,851,119 of the approved $6,443,921 for
Qualified Property purchases, amounting to 29% of the total approved amount as of June 30, 2023.

Due to delay in the development of our California-based space businesses, the Company finds it
necessary to request an extension beyond the initial term expiry date of March 16, 2024, to fulfill
the Purchase Requirement. During the last several months we have initiated satellite manufacture
in Long Beach, and have acquired the majority of the assets of Virgin Orbit and have begun re-
fitting their 140,000 sq ft facility into our engine design and manufacturing operation. We are
committed to meeting our abligations and propose an extended deadline of December 31, 2025,
by which time we are confident that the remainder of the Qualified Property will be purchased.
This schedule is based on the design and launch schedule of our new, medium-lift rocket and
delivery and investment requirements for existing and expected satellite contracts.

Update as of January 2, 2024: The timing of purchases, and the specific qualified property
purchases in our project scope is at our discretion, and can include, but is not limited to, the
itemization provided in Exhibit B of the Regulatory Agreement dated April 13, 2021. However, to
fulfill the Purchase Requirement, we propose an extension of the purchasing deadline as per the
Regulatory Agreement, to provide a remaining purchase timeline from July 1, 2023, to December
31, 2025. There has been no change to the project scope. The project scope continues to
encompass all aspects of our satellite business, including satellite parts and components and
purchases related to the manufacturing of satellite parts and components. We recently have
experienced notable traction of our overall space, including satellite, business. In October 2023
we opened a new engine development manufacturing facility obtained through the acquired Virgin
Orbit lease in Long Beach (for launch of satellites), and in Dec 2023 we executed a new agreement
with a United States government customer having a total value of $515 million. This significant
contract includes operation of satellites.

Enclosed with this letter, you will find an updated Legal Status Questionnaire and the updated
Company ownership information. A check for $2,000 is included for payment of the administrative
fee,
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Corporate Controller
Rocket Lab USA, Inc.

Enclosures: Legal Status Questionnaire, Updated Company Ownership Information
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Attachment B: Rocket Lab USA, Inc.’s Staff Summary
at the Time of Approval
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utilizing 3-D printing to produce satellite subcomponents, such as its rocket propulsion systems,

and reduce toxic substances, such as lead, from production by removing tin whiskers at the
subcomponent level of its fabrication process.

3 California Code of Regulations, Title 10, Chapter 13, Article 1 (commencing with Section 8000).
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reviewed and presented to the CAEATFA Board for approval in the order in which they are
ranked based on Competitive Criteria.

The Applicant received 88 Competitive Criteria points as follows:
1. Environmental Benefits (0 of 100 points). The Applicant’s Project did not earn any

environmental benefits points, as calculated pursuant to the method for calculating
points for environmental benefits for Advanced Transportation, Alternative Source,
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the lifetime of the Qualified Property is derived from the Applicant’s sales and use
taxes, personal income taxes paid by the firm’s employees, firm taxes on profits,
property taxes, and other indirect fiscal benefits of the Applicant. The total fiscal
benefits amount to $2,213,498, resulting in a Fiscal Benefits score of 4,041.

$ Unemployment rates are based on data available in October 2020.
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the financial viability or legal integrity of this Applicant.

i et =

CAEATFA FEES

In accordance with CAEATFA Regulations,® the Applicant has paid CAEATFA an Application
Fee of $3,221.96, and will pay CAEATFA an Administrative Fee of up to $25,775.68.

RECOMMENDATION

Staff recommends the approval of Resolution No. 21-SMO011 for Rocket Lab USA, Inc.’s
purchase of qualifying tangible personal property in an amount not to exceed $6,443,921,
anticipated to result in an approximate STE value of $547,733.
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$6,443,921 over a period of three years; and

WHEREAS, the Applicant asserts that this form of financial assistance will enable it to
avail itself of the benefits of an exclusion from sales and use taxes relative to the Project
pursuant to Revenue and Taxation Code Section 6010.8; and

WHEREAS, the approval of the terms of the Regulatory Agreement and authority for the
Executive Director or Chair of the Authority to execute the necessary documents to effectuate
the Regulatory Agreement is now sought;

NOW, THEREFORE, BE IT RESOLVED by the California Alternative Energy and
Advanced Transportation Financing Authority, as follows:

Section 1. The Regulatory Agreement includes a Project within the meaning of Public
Resources Code Section 26003(a)(8)(B).

Section 2. The Regulatory Agreement constitutes financial assistance within the meaning
of Public Resources Code Section 26003(a)(6).

Section 3. The Applicant is a participating party within the meaning of Public Resources
Code Section 26003(a)(7).

Section 4. The Executive Director or Chair of the Authority (the “Authorized
Signatories™) are hereby authorized for and on behalf of the Authority to approve any changes to
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consummate the Regulatory Agreement and otherwise effectuate the purposes of this Resolution.

Section 7. The Applicant shall ensure that all of the qualifying tangible personal property
acquired as part of the Project that is listed in the semi-annual reports provided to the Authority
pursuant to the Regulatory Agreement will be installed, maintained and operated in compliance
with all applicable local, state and federal laws.

Section 8. The Regulatory Agreement shall only apply to qualifying tangible personal
property acquired as part of the Project that the Applicant certifies will be installed, maintained
and operated at facilities physically located within the State of California.

Section 9. Neither the adoption by the Authority of this Resolution for the Applicant nor
the Regulatory Agreement may be referred to in any application before any governmental agency
as evidence of the feasibility, practicality or suitability of the Project and may not be referred to
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