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Resolution No. 20-SM012-01

CALIFORNIA ALTERNATIVE ENERGY AND
ADVANCED TRANSPORTATION FINANCING AUTHORITY

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

Virgin Orbit, LLC
Application No. 20-SM012

Tuesday, January 17, 2023

Prepared By: David Palsha, Program Analyst

SUMMARY

Applicant — Virgin Orbit, LLC

Location — Long Beach, Los Angeles County

Industry — Aerospace Manufacturing

Project — Upgrade of Existing Aerospace Manufacturing Facility (Advanced Manufacturing)

Total Amount Qualified Property Approved- $18,001,109

Estimated Sales and Use Tax Exclusion Amount at Approval? — $1,504,893

Amount of Time Requested —

e Requesting a one-year, three-month, and 13-day extension, to June 30, 2024, for the

Initial Term of the Regulatory Agreement (a total of four years, three months, and 13

days from the date of initial CAEATFA Board approval of March 17, 2020)

Staff Recommendation — Approval

L 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 8.36% at the time of initial approval.
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REQUEST

On March 17, 2020, the CAEATFA Board approved a Sales and Use Tax Exclusion (“STE”)
award for Virgin Orbit, LLC (the “Applicant”) for the purchase of up to $18,001,109 in
Qualified Property to upgrade its existing aerospace 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 30, 2022, the Applicant has used the STE award to purchase approximately

$7.9 million of Qualified Property (44% of the total Qualified Property approved). The Applicant
is requesting to extend the Agreement initial term by one year, three months, and 13 days to
accommodate COVID-19 delays that impacted the close out of development, testing, and the
transition to a full ramp-up of production.

According to the Applicant, COVID-19 impacts caused program delays and limited the
execution of planned expenditures until 2023 and the middle of 2024. Los Angeles County
COVID precautions prevented the Applicant from working at full capacity during the many
peaks in cases, delaying Project hiring and the Applicant’s ability to expand. According to the
Applicant, impacts to the supply chain also caused significant disruptions in its ability to procure
Quialified Property in the previous allotted timeframe. As a result, the Project development,
testing, and production ramp-up are expected to be delayed by 18 months to 24 months. The
Applicant has made pre-payments of approximately $1.1 million on assets in progress that will
be completed in 2023 and the remaining assets will be purchased as the Applicant continues to
ramp up its production of the LauncherOne Vehicle. There have been no changes with the
Project and the remaining Qualified Property has been identified, budgeted, and time-phased for
2023 and early 2024. The Applicant states it has started relaying its Long Beach production
facilities and Mojave test sites to increase production capabilities.

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 APPLICANT

Virgin Orbit, LLC is a Delaware limited liability company that formed in 2016. Virgin Orbit,
LLC is owned by Vieco USA, Inc., and Vieco USA, Inc. is owned by Virgin Orbit Holdings,
Inc., a publicly traded company on the NASDAQ stock exchange under the ticker symbol
VORB. The company is headquartered in Long Beach, California and produces the LauncherOne
rocket to provide launch services for small satellites for customers, such as NASA. Virgin
Orbit’s propulsion testing is performed near Mojave Air and Space Port in Mojave, California.

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)
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The ownership structure of the Applicant is as | The company officers of the Applicant are:
follows:

Dan Hart, President and CEO

Virgin Orbit Derrick Boston, VP and Secretary
Holdings, Inc. Brita O’Rear, Vice VP and CFO
(100%)
Vieco USA, Inc.
(100%)

Virgin Orbit, LLC

THE PROJECT

The Applicant received an STE to upgrade its existing aerospace manufacturing facility located
in Long Beach. Applicant’s primary manufacturing activities consist of the production of the
LauncherOne rocket. The Applicant is unique in its development and usage of a proprietary Air
Launch system, utilizing a 747-400 aircraft to launch the LauncherOne rocket as opposed to the
typical Ground Launch system utilized by its competitors.

According to the Applicant, the LauncherOne rocket is manufactured using advanced
manufacturing techniques. For example, the LauncherOne engine components are manufactured
using processes which allow for both additive manufacturing (3D printing) and subtractive
manufacturing (machining) within a single piece of equipment. The Applicant explains that
metal additive parts for aerospace applications generally require some form of post-print
finishing that requires these parts to be removed from the printer and installed in a second
machine in order to perform machining operations. By making both of these processes possible
in a single piece of equipment, the Applicant states it is able to rapidly reduce fabrication time
and hold much higher tolerances. In addition, the LauncherOne structure is primarily
manufactured using lightweight, rigid composite material. According to the Applicant, the
manufacturing process is expected to reduce the use of materials and accompanying solid waste
and lower energy consumption.
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AGREEMENT INITIAL TERM EXTENSION REQUEST

The Applicant has requested that the initial term of the Agreement be extended from
March 17, 2023 to June 30, 2024, in order to accommodate COVID-19 delays that impacted the
close out of development, testing, and the transition to a full ramp-up of production.

STAFF EVALUATION

According to the Applicant, purchases of Qualified Property were outside its control due to
extraordinary circumstances of the COVID-19 pandemic, which caused program delays and
impacted the close out of development, testing, and the transition to a full production ramp-up by
approximately 18 to 24 months. Given the delays, the Applicant states it has made pre-payments
of approximately $1.1 million on assets in progress that will be completed in 2023 and expects
all purchases of Qualified Property to conclude in 2024. Staff considered that facility expansion
IS underway and test sites have been assessed to increase production capabilities.

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.

CAEATFA 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 year, three months, and 13 days to June 30, 2024 as it is in the public interest
and advances the purposes of the STE Program.

ATTACHMENTS

Attachment A: Virgin Orbit, LLC’s letter requesting waiver (December 19, 2022)
Attachment B: Virgin Orbit, LLC’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
VIRGIN ORBIT, LLC’S INITIAL TERM FOR
THE REGULATORY AGREEMENT

January 17, 2023

WHEREAS, on March 17, 2020 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 $18,001,109 of Qualified
Property for Virgin Orbit, LLC’s (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, due to unexpected delays in the Project timeline,
extending the term by one (1) year, three (3) months, and thirteen (13) days to June 30, 2024;
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
June 30, 2024.

Section 2. This resolution shall take effect immediately upon its passage.
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Attachment A: Virgin Orbit, LLC’s Letter Requesting Waiver (December 19, 2022)

A-1



A-2
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Attachment B: Virgin Orbit, LLC’s Staff Summary at the Time of Approval

B-1



B-2
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