Board of Supervisors Memorandum

December 13, 2016

Vector Launch, Inc. Lease

Background

On October 18, 2016, the Board of Supervisors approved entering into negotiations with
Vector Launch, Inc. for the lease of a 15-acre parcel located in the Aerospace, Defense and
Technology Business and Research Park. Those negotiations have been completed, and the
resultant lease is attached.

As discussed in my memorandum of October 18, 2016 (Attachment A}, Vector Launch is a
rocket technology and manufacturing company developed by a group of space technology
veterans to address the new frontier of small satellites and relatively inexpensive launch
costs. While Vector Launch is a new corporation, it acquired Garvey Spacecraft in July
2016. This acquisition brings 16 years of launch vehicle development, design and prototypes
for Vector's Micro Launcher and unique Intellectual Property and technology to accelerate
their orbital launch capability in a rapidly expanding market. Mr. John Garvey is Vector
Launch’s Chief Technology Officer.

Vector Launch has chosen to locate their headquarters and manufacturing facility in the Pima
County Aerospace, Defense and Technology Business and Research Park and will develop
at a minimum, a 60,000 square foot facility, expandable to 100,000 square feet as demand
increases on land to be leased from Pima County. Vector plans to employ at least 200
employees earning an average of $75,000 per year once full production is achieved within
2 to 3 years. According to Sun Corridor Inc, the projected economic impact of Vector Launch

is $272,756,709.

Pima County proposes to enter into a 25-year, market rate lease with Vector Launch for 15
acres with the commitment by Vector Launch to develop a minimum of a 60,000 square
foot manufacturing and headquarters facility within 18 months of the execution of the lease.
Development parameters consistent with proximity to Raytheon's testing facilities are
incorporated into the lease. The lease document is Attachment B.

With the imminent completion of the World View facility, the major expansion announced
by Raytheon, development of the Vector Launch facility and increased interest by other
space and aerospace industry participants, Pima County, with regional funding from the Pima
Association of Governments, will be expanding the Aerospace Parkway to accommodate
increased traffic activity. After leasing the Vector Launch parcel, approximately 322 acres
in the Aerospace, Defense and Technology Business and Research Park will still be available
for development as shown in Attachment C.
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Recommendation

| recommend the Board of Supervisors’ approve the ground lease with Vector Launch, Inc.
for a period of 25 years, including the condition requiring Vector to complete construction
of their facility within 18 months of execution of the lease agreement.

Respectfully submitted,

C

C.H. Huckelberry
County Administrator

CHH/dr (December 8, 2016)
Attachments
c: Jim Cantrell, CEO, Vector Launch, Inc,

Dr. John Moffatt, Director, Economic Development Office
Regina Nassen, Deputy County Attorney, County Attorney’s Office
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Board of Supervisors Memorandum

October 18, 2016

Vector Space Systems Inc. Rocket Manufacturing Center
in the County’s Aerospace, Defense and Technology Business and Research Park

Introduction

The County has been in active discussions with Vector Space Systems, Inc. (also known as
Project Omni) to locate its worldwide headquarters in the County-owned Aerospace, Defense
and Technology Business and Research Park. Vector's headquarters design on 15 acres
includes 36,000 square feet for administrative/office space; a 40,000 square foot
manufacturing facility; the capability to double the manufacturing facility’s size in the future;
and space to maneuver containers and large vehicles.

Line of Business

Vector Space combines inexpensive launch technology developed by Garvey Space Systems
with a virtual micro satellite concept called Galactic Sky to connect space startups and
innovators with affordable and reliable launch enabling platforms and vehicles at a price point
not previously possible. The Galactic Sky concept will use software-defined satellites to
change the space segment from its fixed function hardware to a simpler software
development environment. A series of Galactic Sky satellites will concurrently run strategic
applications developed by Vector and timesharing customers in a virtual satellite mode.

Vector launch vehicles are designed to rely on industrial-class facilities, parts and processes,
manufacturing techniques, transport and handling. This reduces costs, simplifies handling
and eases supply chain management. This business model will revolutionize space access
to a new generation of innovators and entrepreneurs and make space capabilities relevant
and accessible to a larger market several orders of magnitude larger than the present.

Company Profile

Vector Space Systems was formed as a Delaware Corporation in early 2016 and acquired
Garvey Spacecraft Corporation (GSC), its Intellectual Property, assets and team as the
Vector company was formed. GSC has been in business since 2002 and was formed after
Jim Cantrell and John Garvey, two of Vector’'s Founders, served on the founding team of
SpaceX. GSC developed and flew a number of successful small rockets and earned nearly
$10 million in government research and development contracts during this time. With the
GSC acquisition, Vector acquired an “instant team” that also owned the launch vehicle
designs, Intellectual Property, and tested launch vehicle hardware, as well as the major
subsystems that were already developed. This technical head start allows the company to
achieve initial operational capability by 2018 at a rate two to three times faster than



The Honorable Chair and Members, Pima County Board of Supervisors

Re: Vector Space Systems Inc. Rocket Manufacturing Center in the County’s Aerospace,
Defense and Technology Business and Research Park

October 18, 2016

Page 2

traditional launch vehicle development efforts. Thus far, Vector has a signed backlog of
$130 million for near-term launches.

Proposed Worldwide Headquarters

Vector Space plans to construct an approximate 40,000 square foot manufacturing facility,
as well as 36,000 square feet of office space, followed by an approximate 40,000 square
foot expansion within two years of completion of the first phase. They anticipate employing
200 fulltime employees with the first phase of the manufacturing facility completion and will
reach this level of employment within 24 to 36 months. Their average annual salary is in
excess of $70,000.

Vector Space has been in discussions with the County regarding acquiring, through a market
ground lease, approximately 15 acres of the County’s Aerospace, Defense and Technology
Business and Research Park. As you will recall, the County acquired this property to buffer
Raytheon from incompatible urban land uses. Raytheon has been consulted regarding the
compatibility of Vector Space and the desired location, agrees Vector Space is a compatible
related industry, and welcomes Vector’s entry into the Aerospace, Defense and Technology
Business and Research Park.

Joining World View, Vector Space becomes the second aerospace/space-related employer
to locate in this Park.

Vector Space has recently asked for permission to utilize the County’s recently constructed
SpacePort Tucson for promotional photography related to their launch vehicle product. Such
occurred on September 28, 2016, and | have attached several of the photographs taken
during this activity (Attachment 1).

Also attached is an October 6, 2016 letter that includes their investor presentation
(Attachment 2). These documents provide more information regarding Vector Space, their
products and plans. Vector Space has also worked with Sun Corridor Inc., the Arizona
Commerce Authority and the City of Tucson to obtain appropriate and eligible incentives
regarding their manufacturing expansion in Tucson and location of their worldwide
headquarters. It should be noted that vehicle launches will not occur in Tucson. The
documents attached identify Vector’s present launch capabilities in Alaska, current NASA
facilities, and offshore launch facilities.

The Case for Choosing Pima County

While the underlying technology was developed in southern California, the cost to manufacture
in California is prohibitive. Vector’'s CEO, Jim Cantrell, is a Tucson resident with experience
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developing race cars and other products locally. The space exploration industry is very focused
and communicates actively across multiple disciplines. The location of World View in the
County’s Aerospace, Defense and Technology Business and Research Park was an attraction,
along with nearby Raytheon and the availability of excellent technology and academic support
from The University of Arizona in multiple disciplines used by Vector. Since launch sites are
dictated by the type of mission and orbit, Vector will launch from multiple sites in the United
States and potentially from barges in the Pacific Ocean. The availability of rail container service
through the Port of Tucson and, in the longer term from rail sidings near the Park, was an
important factor. The manufacturing facility model is relatively straightforward and could be
located a one of the launch sites; but the availability of known suppliers, capabilities and local
relationships in the Tucson region were all positive factors in Vector’'s decision.

Recommendation

I recommend the Board of Supervisors approve entering into negotiations for a concept
where the County will enter into a 15- to 25-year lease with either Vector Space Systems,
Inc. or a developer who will construct and lease the facility to Vector. Such a lease would
be a straight market rate ground lease covering all of the County’s development costs, with
a straight-line amortization over the period of the lease. The negotiated lease would be
presented to the Board of Supervisors for final approval.

Respectfully submitted,

-

C.H. Huckelberry
County Administrator

CHH/mjk — October 12, 2016
Attachments

c: John Bernal, Deputy County Administrator for Public Works
Tom Burke, Deputy County Administrator for Administration
Jan Lesher, Deputy County Administrator for Community and Health Services
Nanette Slusser, Assistant County Administrator for Policy, Public Works
Ellen Wheeler, Assistant County Administrator
Dr. John Moffatt, Director, Economic Development
Patrick Cavanaugh, Deputy Director, Economic Development
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Vector Space Systems

824 E. 16" Street

Tucson Arizona, 85719 USA

888.346.7779 Vector Space

VectorSpaceSystems.com Innovate, Build, Fly

October 6, 2016

Mr. Chuck Huckleberry
County Administrator

Pima County

130 West Congress, 10th Floor
Tucson, AZ 85701

Dear Mr. Administrator:

Vector Space Systems Inc. is pleased and excited to submit our attached Business Plan and
Financial Forecast plus additional key information as outlined in this letter for your perusal regarding
Project Omni and the County proposed Lease for the location of a new building slated for construction at
the County Aerospace, Defense and Technology Business and Research Park.

Vector Space Systems appreciates the proposed lease alternative building construction and
financing options and comprehensive support from Pima County, the City of Tucson and Arizona
Commerce Authority including incentives that will provide the company and its investors the opportunity
to expand our global corporate headquarters and manufacturing facility here in the region. To further
assist the various agencies with the proposed Lease plan and incentive review, the company herein
provides information under each section below plus the attached PowerPoint slide deck that goes into
substantial detail about our company and market opportunity.

Company Overview

Vector Space Systems believes that through innovating, building and flying frequently, we can
accelerate the pace of innovation in commercial and government space technology. Vector serves the
micro and nano-satellite markets with a responsive launch capability that allows micro-sat developers to
innovate their space systems without worrying about the launch. Our launch vehicle, under development
for several years, will offer frequent access to space in much the same way airlines offer passenger
service to destinations of choice for commercial space development companies and organizations.

Vector's founders were on the founding team of SpaceX and are industry veterans with
experience building companies such as Sea Launch, Orbital Sciences, Virgin Galactic, Skybox, Garvey
Spacecraft Corporation and industry experience from NASA, CNES, and McDonnell Douglas.

With the acquisition of Garvey Spacecraft Company in early 2016, a leading aerospace research
and development company focusing on cost-effective development of advanced space technologies and
launch vehicle systems, Vector Space Systems gained overnight expertise and market prowess to disrupt
and transform the commercial space launch systems market. Garvey Spacecraft engineers have spent over
15 years working on rocket systems miniaturization and development that provides a competitive
advantage for Vector Space Systems going forward.

Company Capitalization and Financial Highlights

Vector Space Systems got started in 2015 and received its initial funding in 2016 and raised $1
million of capital from a select group of angel investors whose individual experiences helped guide us
during the integration and development phase of the company.

1|Page



The company is currently closing on a Preferred Seed Round of up to $1.5 million which will be
used to fund operations and prototype development during the last quarter of 2016 and into 2017. The
investor makeup with the closing of the Seed Round and current round includes investors who have
conducted deep due diligence on the company, the Business Plan and full market potential.

Upon the successful competition of the current Preferred Seed Round milestone, an additional
$10 million is authorized by the Board of Directors in an A Round to build-out the manufacturing
capability, and prepare for the first space test flight in 2018.

Current Contracts and Backlog
e $2.5M In 2016 Contracts & Revenue

e $20M in Proposals Underway
$92M In Backlog (Launch)
Additional $130M Backlog in Negotiation

Company Investment Capital Plan

We estimate our CAPEX expenditure, not including the real assets, to be about $10M within
2 years and about $1-3M per year in replacement CAPEX over the period of the lease with a CAGR of
10% due to launch rate growth. The envisaged requirements for the corporate headquarters and
manufacturing facility includes $9M in company invested capital and company financing. Total CAPEX
during the 15 year period is approximately $50M.

Vector Space Systems current and planned facilities capital expenses break down into three
principal areas: manufacturing equipment, integration and test equipment, and launch / recovery
equipment. All of these capital expenditures are used for research, development, testing and
manufacturing of rocket launch systems. Other capital expenditures are also for the most part not
particularly specialized or custom equipment, like the launch system which has already been
developed and acquired. In addition, we estimate well over $1M in capital equipment for FF&E for
the new corporate headquarters and manufacturing building.

Commercial Rocket Payload Demand
Vector Space Systems is entering a well over $1B plus market. Please see the "Vector Total Addressable
Market" analysis below by product line and overall.
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Employment Projections, Average Income and Job Growth Requirements
Based on our revenue projections and customer demand for our various product lines, the
company is on track to meet or exceed the employment figures outlined below:

o Approximately 200 full-time jobs within 24 to 36 months.

¢ Median income in excess of $70,000.

o Coverage of over 80% of health care insurance costs for all employees
e Training and development to be offered as required to employees

Supply Chain Considerations

With over $1.5 million raised and spent to date by Vector, the company has already had a
significant impact on the region. Direct supply chain contracting for mission-critical requirements from
regional companies will impact the regional economy positively. Going forward, our core company
values guide us to 'stay local' when it comes to additional supply chain opportunities.

In addition to direct supply chain spend in the state, significant additional economic spend is
already happening as a result of Vector Space Systems operations in Arizona and will accelerate as the
business grows faster. Our employees and families will be active consumers including purchasing homes
and spending money in the local economy. Many business partners, vendors, investors and other visitors
have flown in to Tucson from across the world to visit Vector Space Systems, providing yet more spend
in the local economy.

We strongly believe that based on our revenue forecasting and demonstrated demand for
products, services and unique approach for the rocket launch systems market, the return on investment to
Pima County for the Proposed Lease/Purchase building will be very positive over the long term.

Attached please find a comprehensive company PowerPoint slide deck with detailed information
regarding our forecasted revenue, expenses and long term projections. Vector Space Systems looks
forward to a strong and fruitful relationship with Pima County, the City of Tucson, the State of Arizona
and other stakeholders in the region.

Please call me directly at 520.204.4082 if you have any questions or would like any additional
information for Project Omni implementation.

Sincerely Yours,
Is/
Jim Cantrell

Chief Executive Officer

CC: Arizona Commerce Authority, Sun Corridor, Inc., City of Tucson
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Investor Presentation
October 4, 2016
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