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Executive Summary

California is a global Aerospace leader, holding 9% of the
combined global Space and Aircraft market

Market Share by Geography ($B,%)

$61.6 9%

California

+ California generated $62B aerospace
industry revenues, representing 9% of
the global Aerospace market and 21% of
the U.S. industry

» Aerospace market includes:
$2307 (33%) « Space Industry
Rest of the U.S. - Launch services
Satellite Manufacturing
Ground Equipment
Engineering Services
Satellite Services
« Aircraft Industry

Aircraft
Engine and parts

SDNGN Inst tst
$4018 (58%) o nstruments
Rest of the World

1. Search, Detection, Navigation, Guidance, and Nautical (SDNGN) Instruments 2. Maintenance, Repair, and Overhaul
Source: IBIS; AlA Global Aerospace Market Outlook and Forecast; 2012 SIA State of the Satellite Industry; company annual reports; OneSource company data; FAA,;
European GNSS Agency 2012 & 2013; Department of Defense and NASA contract database; TAG analysis



Executive Summary

California has leading positions in space instrumentation?, satellite
services & mfg., and engineering services in the global market

Market Share by Aerospace Sector (%)
B Restof US. M California W Rest of the World
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1. Search, Detection, Navigation, Guidance, and Nautical (SDNGN) Instruments 2. Maintenance, Repair, and Overhaul
Source: IBIS; AlA Global Aerospace Market Outlook and Forecast; 2012 SIA State of the Satellite Industry; company annual reports; OneSource company data; FAA; European GNSS




Executive Summary

The Space industry supports a wealth of applications vital to
other sectors




Executive Summary

The California Aerospace industry has 203K direct employees,
creating a total of 511K jobs across industries

Aerospace Industry Employment Contribution to California
Economy

Commercial
Direct Employment’

» Total of 203,000 direct jobs created by
the California Aerospace market
(includes Commercial, Military, and
Civilian employment)

o11K

Total Employment Military/Civilian
(Direct, Indirect, Direct Employment’
& Induced?)

» Total of 511,000 direct, induced, and

indirect employment created by the
California Aerospace market

 Other industries impacted include:
Finance, Real Estate, Construction, and
Transportation/ Warehousing, and others

Indirect &
Induced
Emploment

Total employment of 511K generates $2.9B of California personal income tax revenue

1. Military employment includes uniformed personnel only; Civilian includes aerospace employment at military installations NASA centers and JPL; average revenue per commercial employee
is $386K, excluding DirecTV 2. Induced and indirect wages and employment derived by using RIMS |l multipliers from U.S. Bureau of Economic Analysis
Source: US Bureau of Economic Analysis; Bureau of Labor Statistics; navair.mil; uscg.mil; af.mil; TAG analysis



Executive Summary

The California Aerospace industry revenue is equivalent to the
Agriculture and Arts & Entertainment industry combined

Aerospace Industry Economic Contribution to the California Economy ($B)

$11
Engine

& Parts 1.5
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(Direct, Indirect, Launch
& Induced?) $2.4

Indirect & 4
Aircraft
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$2.8

MRO

$3.2
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. — Engineering
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Ground

$4.9
Satellite
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California Revenues of
Select Industries?

$69.2B

Bioscience

$34.8B

Agriculture

$27.0B
Arts, Entertainment,
and Recreation

1. Total economic impact is defined as all output/ activity generated by space industry across relevant industries’ products and services. Total impact based on RIMS Il multipliers from
U.S. Bureau of Economic Analysis. Total Impact excludes revenues earned by California companies for work performed outside the state (primarily in the Satellite Services markets)

2. CA Gov. Office; Biotech Industry Organization: Bioscience Economic Development
Source: US Bureau of Economic Analysis; TAG analysis



Executive Summary

California continues to enjoy several sources of competitive
advantage; however, the industry faces competitive challenges

California Aerospace Industry Competitiveness Framework

Disadvantage = Improving Trend Disadvantage — Stable Trend

Ecosystem
Capabilities « Numerous technical universities provide a
pipeline to the industry
Threatened Advantage — Stable Trend Advantage = Worsening Trend
_______________________________________________________ b e e e e e e e e e e e e e, e, e e e, .. .- —————————- -
|
Cost Competitiveness ! Ease of Doing Business
» Assembly Bills 93 and 927 provide tax i+ Tight environmental controls remain
incentives but lag other states . .
+ Cost remains a challenge as high tax rates ! DTG o WIERSE] EmTerimer
Cost of and costs of living discourage investment i+ Political indifference toward the industry is
Do ng « Wages in competitive states are beginning | slowly improving with increased
B to equalize . Congressional and State Assembly support
Business \
:
|
|

Commercial Climate Intellectual and Political Climate

m California continues to enjoy several sources of competitive advantage: companies with a strong global position, a
highly skilled workforce, leadership of major segments, and a concentrated ecosystem of companies that enable
opportunities for innovative collaboration

m However, the industry also faces some competitive challenges and weaknesses: anticipated decrease in
government spending, tax and regulatory constraints, a rising cost of living for the workforce, and a high real estate cost
that deters commercial investment

Source: AlA; CaliforniaNewsWire; Press-Telegram; TAG 2013 CA Aerospace Economic Impact Survey



Executive Summary

Other states have used aggressive tax incentives and
marketing approaches to attract the Aerospace industry

State Comparison — Taxes and Wages @® Strong O Weak

Cost

S
ness
Texas 1% \ ® ®
Washington 3.3% N )
S. Carolina 5% 4 )
Florida 5.5% D
Kansas 7% D
Georgia 6% D
Alabama 6.5% Q)
California 8.8 @ (™

California is one of the most expensive states for Aerospace firms to conduct business

1. Represents statutory tax rates
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