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This prospectus supplement supplements the prospectus dated July 15, 2022 (as supplemented, the “Prospectus”), which forms a part of our
registration statement on Form S-1 (No. 333-266074). This prospectus supplement is being filed to update and supplement the information in the
Prospectus with certain information in Part I, II and III of Terran Orbital Corporation’s Annual Report on Form 10-K for the year ended December 31
2022, which was filed with the Securities and Exchange Commission on March 23, 2023 and is set forth below.

The Prospectus and this prospectus supplement relate to the offer and sale of up to 27,714,791 shares of our common stock, par value $0.0001 per
share, by B. Riley Principal Capital II, LLC, who is the selling stockholder named in the Prospectus (“B. Riley Principal Capital II” or the “Selling
Stockholder”). The shares of common stock to which the Prospectus and this prospectus supplement relate have been or may be issued by us to B. Riley
Principal Capital II pursuant to a common stock purchase agreement, dated as of July 5, 2022, we entered into with B. Riley Principal Capital II (the
“Purchase Agreement). Such shares of common stock include (i) up to 27,500,000 shares of common stock that we may, in our sole discretion, elect sell
to B. Riley Principal Capital II, from time to time after the date of this prospectus, pursuant to the Purchase Agreement and (ii) 214,791 shares of common
stock we issued to B. Riley Principal Capital II on July 5, 2022 as consideration for its commitment to purchase shares of our common stock in one or
more purchases that we may, in our sole discretion, direct them to make, from time to time after the date of the Prospectus, pursuant to the Purchase
Agreement.

Our common stock and public warrants are listed on the New York Stock Exchange (the “NYSE”) under the symbols “LLAP” and “LLAP WS”,
respectively. On March 22, 2023, the last reported sales price of our common stock was $1.59 per share and the last reported sales price of our public
warrants was $0.22 per warrant.

We are an “emerging growth company” as defined in Section 2(a) of the Securities Act of 1933, as amended, and, as such, have elected to comply
with certain reduced disclosure and regulatory requirements.

This prospectus supplement updates and supplements the information in the Prospectus and is not complete without, and may not be delivered or
utilized except in combination with, the Prospectus, including any amendments or supplements thereto. This prospectus supplement should be read in
conjunction with the Prospectus and if there is any inconsistency between the information in the Prospectus and this prospectus supplement, you should
rely on the information in this prospectus supplement.
 

 

Investing in our common stock or warrants involves risks. See the section entitled “Risk Factors” beginning on page
13 of the Prospectus to read about factors you should consider before buying our securities.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
determined if this prospectus supplement or the Prospectus is truthful or complete. Any representation to the contrary is a criminal offense.
 

 

The date of this prospectus supplement is March 23, 2023.



PART I

Item 1. Business.

Company Overview

Terran Orbital Corporation, formerly known as Tailwind Two Acquisition Corp. (“Tailwind Two”), together with its wholly-owned subsidiaries
(collectively, the “Company,” “we,” “our,” “us,” and “Terran Orbital”), is a leading manufacturer of satellite products primarily serving the United States
(“U.S.”) aerospace and defense industry. We provide end-to-end satellite solutions by combining satellite design, production, launch planning, mission
operations, and on-orbit support to meet the needs of our military, civil, and commercial customers. We have a foreign subsidiary based in Torino, Italy.

Formation and Organization

Tailwind Two, which was formed in November 2020, was a publicly listed special purpose acquisition company incorporated as a Cayman Islands
exempted company and completed its initial public offering in March 2021. On March 25, 2022, Tailwind Two acquired Terran Orbital Operating
Corporation, formerly known as Terran Orbital Corporation (“Legacy Terran Orbital”) (such acquisition, the “Tailwind Two Merger”). In connection with
the Tailwind Two Merger, Tailwind Two filed a notice of deregistration with the Cayman Islands Registrar of Companies and filed a certificate of
incorporation and a certificate of corporate domestication with the Secretary of State of the State of Delaware, resulting in Tailwind Two becoming a
Delaware corporation and changing its name from Tailwind Two to Terran Orbital Corporation. The Tailwind Two Merger resulted in Legacy Terran
Orbital becoming a wholly-owned subsidiary of Terran Orbital Corporation.

As a result of the Tailwind Two Merger, all of Legacy Terran Orbital’s issued and outstanding common stock was converted into shares of Terran Orbital
Corporation’s common stock using an exchange ratio of 27.585 shares of Terran Orbital Corporation’s common stock per each share of Legacy Terran
Orbital’s common stock. In addition, Legacy Terran Orbital’s convertible preferred stock and certain warrants were exercised and converted into shares of
Legacy Terran Orbital’s common stock immediately prior to the Tailwind Two Merger, and in turn, were converted into shares of Terran Orbital
Corporation’s common stock upon the merger.

While Legacy Terran Orbital became a wholly-owned subsidiary of Terran Orbital Corporation, Legacy Terran Orbital was deemed to be the acquirer in
the Tailwind Two Merger for accounting purposes. Accordingly, the Tailwind Two Merger was accounted for as a reverse recapitalization, in which case
our consolidated financial statements represent a continuation of Legacy Terran Orbital and the issuance of common stock in exchange for the net assets of
Tailwind Two. Operations prior to the Tailwind Two Merger are those of Legacy Terran Orbital and all share and per-share data included in our
consolidated financial statements have been retrospectively adjusted to give effect to the Tailwind Two Merger. The treatment of the Tailwind Two
Merger as a reverse recapitalization was based upon the pre-merger shareholders of Legacy Terran Orbital holding the majority of the voting interests of
Terran Orbital Corporation, Legacy Terran Orbital’s existing management team serving as the initial management team of Terran Orbital Corporation,
Legacy Terran Orbital’s appointment of the majority of the initial board of directors of Terran Orbital Corporation, and Legacy Terran Orbital’s operations
comprising the ongoing operations of the Company.



Beginning on March 28, 2022, our common stock and public warrants began trading on the New York Stock Exchange (the “NYSE”) under the symbols
“LLAP” and “LLAP WS,” respectively.

Segment and Geographic Information

We evaluate and report our segment information based on the manner in which our Chief Executive Officer, who is the chief operating decision maker
(the “CODM”), evaluates performance and allocates resources. Prior to the fourth quarter of 2022, we had two operating and reportable segments: Satellite
Solutions and Earth Observation Solutions.

The reportable segments were defined as follows:
 

 •  Satellite Solutions

The Satellite Solutions segment primarily consisted of the design, build and operation of satellites on behalf of our customers. The Satellite
Solutions segment included our modern facilities and global ground station network to deliver end-to-end satellite solutions, including
spacecraft design, development, launch services, and on-orbit operations for critical missions across a number of applications in a variety of
orbits to governmental agencies and commercial businesses.

 

 •  Earth Observation Solutions

The Earth Observation Solutions segment was created to develop, build, launch, and operate a constellation of company-owned Earth
observation satellites featuring synthetic aperture radar (“SAR”) capabilities to provide Earth observation data and mission solutions. These
capabilities were intended to provide the ability to observe and detect during day and night and through clouds and other interference. The
Earth Observation Solutions segment was in its developmental stage, had not completed any of the intended company-owned satellites, and
did not generate any material revenue.

In October 2022, we re-assessed our liquidity and capital resources and determined to focus our production capacity on fulfilling existing and future
customer contracts. We determined the most financially efficient method of providing advanced satellite imagery is to offer our Earth observation
satellites as a product that customers can order as opposed to building a company-owned and operated constellation. Accordingly, the manner in which the
CODM evaluates performance and allocates resources changed. Beginning in the fourth quarter of 2022, we report our results as a single operating and
reportable segment on a consolidated basis. Where applicable, prior periods have been retrospectively adjusted to reflect our current operating and
reportable segment structure.

Our operations are primarily performed in the U.S. Our international operations are primarily performed by our foreign subsidiary based in Torino, Italy.

Products and Services

We are an end-to-end satellite solutions provider with the following product and service offerings:
 

 
•  Mission Support: We provide the integrated design, manufacture, and assembly of satellites suitable for the specific needs of our customers’

missions. Our satellite solutions are designed by our staff of engineers located in Irvine, California, Melbourne, Florida and Torino, Italy and
manufactured and assembled primarily in our facilities located in Irvine, California, Santa Maria, California, and Torino, Italy.

 

 •  Launch Support Services: We assist customers with the launch of satellites into space by identifying and securing launch opportunities with
launch providers as well as coordinating and managing the activities leading up to the launch event on behalf of our customers.

 

 
•  Operations Services: We manage, operate, and provide information from satellites that are on-orbit on behalf of our customers from our

in-house mission operations centers located in Irvine, California and Torino, Italy and via our fully integrated international ground
communications network using our proprietary software both on the satellite and throughout our ground infrastructure.



 •  Studies, Design and Other Services: We perform professional engineering feasibility studies and preliminary design services on behalf of
our customers.

Industry and Competitive Advantage Overview

The space industry is undergoing a transformation toward proliferation of small satellites, supported by several macro-themes:
 

 •  Movement from a small number of very large, expensive satellites with deep capabilities but limited Earth coverage at any given time, to
large constellations of smaller satellites with high revisit rates.

 

 •  Movement from bespoke and costly satellite manufacturing techniques to high volume, high velocity industrialized production.
 

 •  Commoditization of launch costs enabling proliferation of smaller satellites and frequent refreshes to technology on orbit.
 

 
•  New sensor technologies advanced by commercial markets, such as a new array of sensor payloads that are highly capable, robust, affordable

to launch on orbit, and have high utilization and throughput. For example, modern SAR technology, which has the ability to see at night and
day, in all weather conditions, and through obstructions such as foliage or smoke, has been miniaturized and became more cost-effective.

 

 
•  Expansion and scaling of an industrial supply base to deliver proliferated satellite solutions to end customers with mission assurance,

architecture and risk tolerances more suitable for proliferated systems, all within shorter time frames and substantially lower unit costs than
historical systems.

 

 •  Improved unit economics and speed, with smaller satellites enabling end buyers the flexibility to scale programs and innovate to solve for
both urgent and long-term mission needs.

 

 

•  Expansion from predominantly owned-and-operated models under which very large customers build, fund, and operate their own satellites
and mission capabilities, to an increased reliance on dedicated commercial providers to build, fund and/or operate whole satellite
constellations at scale. In turn, this supports a data-as-a-service market where independent commercial companies undertake the effort of
building, funding and/or operating constellations and make Earth observation imagery and other mission solutions more available to the end
user.

 

 

•  Large government organizations increasingly comfortable purchasing imagery as a service from more nimble, independent operators, and
actively migrating budgets from retiring older space and airborne programs in addition to dedicating new capital sources. These increased
budgets are largely only available to be used by purchasing from companies with deep integration to government programs, and highly secure
supply chains and technology.

We believe we are well positioned to capitalize off of these macro-themes as a leading satellite solutions provider with a record of delivering successful
mission outcomes and real time intelligence for defense, intelligence, and commercial customers. We believe our ability to compete successfully does and
will depend on several factors, including our ability to maintain flight heritage ahead of our peers, our lead in advanced technology, vertical integration
and control over our products and customer confidence in the reliability of our solutions.

We operate in a highly competitive industry and many of our competitors are larger and have substantially greater resources than we have. Our
competitors include: Blue Canyon Technologies (a subsidiary of Raytheon Technologies Corporation), Millennium Space Systems (a subsidiary of The
Boeing Company), General Atomics Defense (a subsidiary of General Atomics), L3Harris Technologies, Inc., Northrop Grumman Corporation, Airbus,
Maxar Technologies, Inc., Rocket Lab USA, Inc., and York Space Systems. We may also face competition in the future from emerging competitors or
existing companies expanding their product and service offerings and becoming direct competitors, including companies such as Space Exploration
Technologies Corp. (“SpaceX”).



We believe we have the following competitive advantages over our competitors:
 

 
•  Proven track record of successful space missions: A proven track record of success is a key space-specific barrier to entry. We have

numerous flight-proven modules and devices demonstrated by a rich history of flight heritage. We believe our flight heritage allows us to
avoid the pitfalls that many startups are currently encountering or will likely encounter in their initial endeavors.

 

 
•  Leadership team: Our leadership team has worked across the aerospace and defense industry, ranging from military and defense,

intelligence, civil, national laboratory and commercial players. We have firsthand knowledge of government programs and budgets. This
government expertise provides unique insight for us, driving business development and understanding of our customers’ goals and missions.

 

 

•  Industry-leading team of engineers: Our technology team has developed exceptional technology, which underpins our position at the
forefront of the modern satellite industry. The engineering team is led by professionals who have held senior level positions across a diverse
set of governmental and commercial entities. This team has created a wide set of systems at the intersection of quality and advanced
technology, while preserving the ability to upgrade those systems even after launch. In addition to demonstrating success, our flight heritage
has led to outsized opportunities and breadth of experience for our team, making for an experienced and highly capable base of engineers.

 

 

•  Focus on modular vehicles: We have long taken the approach of making our vehicles modular in nature. We generally use the same
in-house manufactured parts and subsystems for all of our satellites, supplementing these core systems with additional internal and externally
sourced components to meet mission needs. This allows us to provide customers with a competitively priced satellite solution, while
maintaining a large degree of customization. This further means that when we develop a new satellite bus, nearly all, if not all, of the parts
are space-proven and have operated in space. We believe this provides a significant competitive advantage over our peers when proving our
ability to ensure mission success. We believe our substantial catalog of parts and subsystems, developed over a period of years, provides a
significant barrier to entry and competitive advantage.

 

 

•  Strategic cooperation agreement with Lockheed Martin Corporation: On October 31, 2022, we entered into a new Strategic Cooperation
Agreement (the “2022 SCA”) with Lockheed Martin Corporation (“Lockheed Martin”), pursuant to which the parties have agreed to
continue to share in business development opportunities and work collaboratively on small satellite and other aerospace and defense
opportunities and ventures. In connection with the 2022 SCA, the parties agreed to (i) collaborate on the development, production, and sale
of satellites for use in U.S. Government spacecraft and spacecraft procurement and (ii) establish a cooperation framework to enable the
parties to enter into projects, research and development agreements, and other collaborative business arrangements and “teaming activities.”
Unless earlier terminated, the 2022 SCA has a term of 13 years and will terminate in 2035. During the term of the 2022 SCA, Lockheed
Martin will be entitled to appoint a director to our board of directors and to appoint a separate board observer.

 

 

•  Partnership with and compatibility across launch providers: We have relationships with several launch providers, including SpaceX,
built through years of experience in securing launch vehicle opportunities and launching satellites for our customers around the world. Our
satellite deployers can be tailored to meet customers’ specific launch program needs and to fit on most launch vehicles. This gives our
customers flexibility around timing and availability of launches, which drives efficiencies.

Growth Strategy

Our financial success is based on our ability to deliver high quality products and services on a timely basis and at a cost-effective price for our customers.
With the majority of our contracts with customers reflecting firm fixed pricing structures, our gross profit is dependent on the efficient and effective
execution of our contracts. We are actively executing on our growth initiatives in order to position ourselves to be awarded larger constellation contracts
with recurring revenue opportunities.



Our growth initiatives include, but are not limited to, the following:
 

 •  Securing bigger contracts that involve large constellations of satellites;
 

 •  Increasing labor capacity and efficiency, including adding engineering and assembly technician headcount;
 

 •  Expansion and industrialization of manufacturing and assembly facilities in Irvine, California (previously planned to be in Florida’s Space
Coast) and adding testing and automation equipment to improve manufacturing efficiency, quality and throughput; and

 

 
•  Focus on and investment in the innovation and development of existing and new satellite components and subsystems, payloads, and flight

and ground software applications, including development of next-generation components to improve performance, manufacturability and
costs.

As part of our evolving business strategy, we may expand our offerings from time to time. For example, we may diversify our offerings by pursuing the
sale of components and subsystems to other spacecraft manufacturers and integrators.

Customers and Concentrations

Our direct and end customers include (i) U.S. Government defense, intelligence, and civil agencies such as the U.S. Department of Defense (the “DoD”),
the Space Development Agency (the “SDA”), and the National Aeronautics and Space Administration (“NASA”); (ii) commercial aerospace and defense
prime contractors, such as Lockheed Martin; (iii) foreign government and civil agencies, such as the European Space Agency (“ESA”); and (iv) other and
foreign commercial companies that operate in the space industry.

A small number of customers and contracts historically have represented a significant portion of our consolidated revenues. Lockheed Martin represented
approximately 76% and 50% of our consolidated revenue during 2022 and 2021, respectively. As of December 31, 2022, approximately 81% of our
backlog was related to programs with Lockheed Martin.

In addition, the majority of our contracts are related to U.S. Government programs in which we operate as a prime contractor or a subcontractor. U.S.
Government programs represented approximately 73% and 54% of our consolidated revenue during 2022 and 2021, respectively. As of December 31,
2022, approximately 83% of our backlog was related to U.S. Government programs, all of which the U.S. Government has the ability to terminate for
convenience.

Resources Material to our Business

Intellectual Property

We believe that our unpatented research, development and engineering skills and other trade secrets are important to our business operations. We also own
a portfolio of U.S. and foreign trademark registrations and applications. While these intellectual property rights in the aggregate are important, we do not
believe that any particular trade secret, trademark, copyright, license, or other intellectual property right, standing alone, is of such importance that its loss,
expiration, or termination would have a material effect on our business as a whole.

The U.S. Government typically holds licenses to patents developed in the performance of U.S. Government contracts and receives certain rights in our data
when used or produced in the performance of U.S. Government contracts. The U.S. Government may use or authorize others to use the inventions covered
by these patents or data provided pursuant to contracts for certain purposes. Further, as many of our products are complex and involve patented and other
proprietary technologies, we face a risk of claims alleging that we have infringed upon third-party intellectual property rights. Such claims could result in
costly and time-consuming litigation, the invalidation of our intellectual property rights and/or increased licensing costs.



Supply Chain and Materials

We are highly vertically integrated in that we design and manufacture many modular and flight-proven components and subsystems used in our assembly,
integration, and testing of satellite and satellite buses. Our portfolio of common modular components includes bus panels, flight computers and software,
star trackers, radios and antennas, battery modules and power systems, torque rods, and reactional wheels. For components and subsystems that we do not
design and manufacture, we have an existing base of reputable and reliable third-party suppliers and subcontractors.

We have established and follow internal quality control processes to source suppliers, considering engineering validation, quality, cost, delivery, and lead-
time. We have a quality management team that is responsible for managing and ensuring that supplied components meet quality standards. While we
largely source raw materials and other inputs and services from multiple sources, in some cases we also purchase various inputs and services from a sole
source. In those sole source supplier situations, as we endeavor to diversify our supply chain, we manage this sole source risk through carrying increased
buffer stock, particularly on long-lead items.

The coronavirus pandemic (the “COVID-19 Pandemic”) has contributed to a worldwide shortage of certain electronic components which has resulted in
longer than historically experienced lead times for such electronic components. The reduced availability of electronic components used in our operations
has negatively affected our timing and ability to deliver products and services to customers as well as increased the cost of such components in recent
periods. In an effort to manage this disruption to our supply chain, we have focused on accumulating critical components to ensure an appropriate level of
supply is available when needed.

Research and Development

Our current and future business is dependent on the development of new technology and applications as well as the maintenance and enhancement of
existing offerings. We enhance our solutions via the performance of our customer contracts as well as self-funded research and development initiatives. In
an effort to expand our end-to-end space-based solutions, we have, and plan to continue to, invest in the development of new satellite components and
subsystems, payloads, and flight and ground software applications. Our efforts will continue to be directed into fields that we believe offer the greatest
opportunities for long-term growth and profitability.

Government Regulation and Other Regulatory Matters

In addition to federal securities laws and regulations and applicable stock exchange requirements, our operations are subject to numerous federal, state, and
local laws and regulations. Changes in laws and regulations can positively and negatively affect our operations and impact the manner in which we conduct
our business. Additional information on the risks related to the regulation of our business and operations discussed below can be found in Item 1A, “Risk
Factors” of this Annual Report on Form 10-K (“Annual Report”).

U.S. Government Contracts

A substantial portion of our revenue is earned as a subcontractor to third parties ultimately serving the U.S. Government. U.S. Government contracts are
subject to termination by the government, either for convenience or for default in the event of our failure to perform. In the case of a termination for
convenience, we would normally be entitled to reimbursement for our allowable costs incurred, termination costs, and a reasonable profit. If terminated by
the government as a result of our default, we could be liable for payments made to us for undelivered goods or services, additional costs the government
incurs in acquiring undelivered goods or services from another source, and any other damages it suffers. Our U.S. Government contracts generally are
subject to the Federal Acquisition Regulation (“FAR”), which sets forth policies, procedures and requirements for the acquisition of goods and services by
the U.S. Government; department-specific regulations that supplement the FAR, such as the DoD’s Defense Federal Acquisition Regulation Supplement;
and other applicable laws and regulations. These regulations impose a broad range of requirements, many of which are unique to government contracting,
including various procurement, import and export, security, contract pricing and cost, audit and product integrity requirements.



Our contracts with the U.S. Government are also subject to audits. Agencies that oversee contract performance include: the Defense Contract Audit
Agency, the Defense Contract Management Agency, the Inspectors General of the DoD and other departments and agencies, the Government
Accountability Office, the Department of Justice, and Congressional Committees. From time to time, agencies investigate or conduct audits to determine
whether our operations are being conducted in accordance with applicable requirements. Such investigations and audits may be initiated due to a number
of reasons, including routine periodic audits or as a result of a whistleblower complaint. Such investigations and audits could result in administrative, civil
or criminal liabilities, including repayments, fines, treble or other damages, forfeitures, restitution, or penalties being imposed upon us, the suspension of
government export licenses or the suspension or debarment from future U.S. Government contracting. The U.S. Government also reserves the right to
debar a contractor from receiving new government contracts for fraudulent, criminal or other improper conduct.

Commercial Aerospace Product Regulation

Our business is subject to extensive rules, regulations, statutes, orders, and policies imposed by the government in the U.S. and in foreign jurisdictions. The
Federal Communications Commission (“FCC”) is responsible for authorizing the operation of commercial spacecraft, and also authorizes non-U.S.
licensed spacecraft to be used to serve the U.S. The FCC also licenses the operation of satellite earth stations and regulates the technical and other aspects
of the operation of these facilities. Earth station licenses generally are granted for 15 year terms, and typically are renewed in the ordinary course. Major
changes in earth station operations would require prior approval by the FCC. The operation of our U.S. earth stations is subject to various license
conditions, as well as the technical and operational requirements of the FCC’s rules and regulations. The Department of Commerce, through the NOAA
Commercial Remote Sensing Regulatory Affairs (“CRSRA”) office, regulates and licenses the operation of private Earth remote sensing space systems.

In addition, satellites are to be operated in a manner consistent with the regulations and procedures of the International Telecommunication Union (“ITU”),
a specialized agency of the United Nations, which requires the coordination of the operation of satellite systems in certain circumstances, and more
generally are intended to avoid the occurrence of harmful interference among different users of the radio spectrum. The ITU Radio Regulations specifies
the procedures associated with the shared international use of limited spectrum and orbital resources in a manner that avoids harmful interference. Among
other things, the ITU regulations set forth procedures for establishing international priority with respect to the use of such resources, deadlines for bringing
satellite networks into use in order to maintain such priority, and coordination rights and obligations with respect to other networks, which vary depending
on whether such networks have higher or lower ITU priority.

International Traffic in Arms Regulations (“ITAR”) and Export Controls

Our business is subject to stringent U.S. import and export control laws, including the ITAR, administered by the U.S. Department of State, Bureau of
Political Military Affairs’ directorate of Defense Trade controls (“DDTC”), and Export Administration Regulations (“EAR”), administered by the Bureau
of Industry and Security (“BIS”). The ITAR generally restricts the export of hardware, software, technical data, and services that have defense or strategic
applications. The EAR similarly regulates the export of hardware, software, and technology that have commercial or “dual-use” applications (i.e., for both
military and commercial applications) or that have less sensitive military or space-related applications that are not subject to the ITAR. These regulations
exist to advance the national security and foreign policy interests of the U.S.

The U.S. Government agencies responsible for administering the ITAR and the EAR have significant discretion in the interpretation and enforcement of
these regulations. The agencies also have significant discretion in approving, denying, or conditioning authorizations to engage in controlled activities.
Such decisions are influenced by the U.S. Government’s commitments to multilateral export control regimes, particularly the Missile Technology Control
Regime concerning the spaceflight business.



Many different types of internal controls and measures are required to ensure compliance with such export control rules. In particular, we are required to
maintain registration under the ITAR; determine the proper licensing jurisdiction and classification of products, software, and technology; and obtain
licenses or other forms of U.S. Government authorizations to engage in activities, including the performance by foreign persons, related to and who
support our spaceflight business. Under the ITAR, we must receive permission from DDTC to release controlled technology to foreign person employees
and other foreign persons.

The inability to secure and maintain necessary licenses and other authorizations could negatively affect our ability to compete successfully. Failure to
comply with export control laws and regulations could expose us to civil or criminal penalties, fines, investigations, more onerous compliance
requirements, loss of export privileges, debarment from government contracts, or limitations on our ability to enter into contracts with the U.S.
Government. In addition, any changes in export control regulations or U.S. Government licensing policy, such as that necessary to implement U.S.
Government commitments to multilateral control regimes, may restrict our operations. For further discussion of risks relating to ITAR and export controls,
see “Risk Factors — Risks Related to Legal, Regulatory and Taxation Matters — We are subject to stringent U.S. export and import control laws and
regulations. Unfavorable changes in these laws and regulations or U.S. Government licensing policies, our failure to secure timely U.S. Government
authorizations under these laws and regulations, or our failure to comply with these laws and regulations could have a material adverse effect on our
business, financial condition and results of operations.”

Environmental Regulation

We are subject to various federal, state, provincial, local, and international environmental laws and regulations relating to the operation of our business,
including those governing pollution, the handling, storage, disposal and transportation of hazardous substances and the cleanup of contamination should it
arise. The imposition of more stringent standards or requirements under environmental laws or regulations or a determination that we are responsible for a
release of hazardous substances at our sites could result in significant costs, including cleanup costs, fines, sanctions, and third-party claims. In addition,
we could be affected by future regulations imposed in response to concerns over climate change, other aspects of the environment or natural resources.

At this time, we do not believe that federal, state, and local laws and regulations relating to the discharge of materials into the environment, or otherwise
relating to the protection of the environment, or any existing or pending climate change legislation, regulation, or international treaties or accords are
reasonably likely to have a material effect in the foreseeable future on our business.

Foreign Regulations

We conduct our business through subsidiaries and affiliates worldwide. As a result, our business and operations are subject to additional U.S. and non-U.S.
laws, regulations, and procurement policies and practices, including regulations relating to foreign investment in the U.S, exchange controls, anti-
corruption, and cash repatriation. Our international sales are also subject to varying currency, political and economic risks.

Human Capital Management

As of December 31, 2022, we employed over 480 full-time employees, all of whom are based in the United States and Italy. None of our employees are
subject to any collective bargaining agreement. We generally consider our relations with our employees to be positive.



Our success largely depends on hiring and retaining top talent across the entire organization, with primary emphasis on key engineering capabilities. We
compete for talent within specialized industries in California, Florida, and Italy. In order to attract and retain top talent, we focus on having a diverse,
inclusive, and safe work environment, while offering competitive compensation, health benefits, and retirement planning. Most employees are
shareholders of the Company and have an equity ownership stake that is intended to align employee retention and value creation.

We have shared values, priorities, and principles across the organization that shape beliefs and drive behaviors and decision making to achieve high levels
of performance at an individual, team, and organizational level. We are committed to fostering a culture and environment where every team member feels
valued and empowered to collaborate and achieve business results. We provide employees with a structured performance management process and
continuous feedback in order to further employee development.

We are committed to the highest standards of ethics and compliance and making sure every team member understands and embraces our core values of
ethics, integrity, and respect for others. Our code of business ethics and conduct provides a framework of what is expected of our employees and fosters a
culture of high integrity and compliance. Our code of business ethics and conduct is supplemented by a variety of additional policies applicable to all team
members which are designed to further foster ethical and sound business practices.

We value and prioritize the health and safety of our team members and continually work to foster a culture of safety and compliance. Our vision is to build
a culture that promotes safe behaviors on each task, every day, to achieve zero incidents and enhance employee wellness, and to minimize our
environmental impact. In order to achieve our vision, we strive to incorporate our values of people, prevention, and accountability into our business and the
decisions we make each day. In addition, we follow The Centers for Disease Control and Prevention guidelines with regard to quarantining, masking, and
social distancing. We believe that all occupational injuries and illnesses, as well as environmental incidents, are generally preventable, and we focus on
compliance with all applicable environmental, health, and safety requirements.

Available Information

Our corporate website is located at http://www.terranorbital.com. Our investor relations website is located at http://www.investors.terranorbital.com. We
make available free of charge on our investor relations website our Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on
Form 8-K, reports filed pursuant to Section 16 of the Securities Exchange Act of 1934 (the “Exchange Act”), and any amendments to those reports that are
filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange Act as soon as reasonably practicable after we electronically file or furnish such
materials to the Securities Exchange Commission (the “SEC”). The SEC maintains a website that contains our filings at http://www.sec.gov.

Use of Website to Provide Information

From time to time, we have made, and expect in the future to use, our website as a means of disclosing material information to the public in a broad,
non-exclusionary manner, including for purposes of the SEC’s Regulation Fair Disclosure (“Reg FD”). Financial and other material information regarding
the Company is routinely posted on our website and accessible at http://www.investors.terranorbital.com. In order to receive notifications regarding new
postings to our website, investors are encouraged to enroll on our website to receive automatic email alerts. None of the information on our website is
incorporated into this Annual Report.

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

Certain statements in this Annual Report may constitute “forward-looking statements” for purposes of the federal securities laws. We intend such forward-
looking statements to be covered by the safe harbor provisions for forward-looking statements contained in Section 27A of the Securities Act of 1933, as
amended, and Section 21E of the Exchange Act. All statements, other than statements of present or historical fact included in this Annual Report,
regarding our future financial performance, as well as our business strategy, future operations, financial position, estimated revenues, and losses, projected
costs, earning outlooks, prospects, expectations, plans and objectives of



management are forward-looking statements. When used in this report, the words “plan,” “believe,” “expect,” “anticipate,” “intend,” “outlook,”
“estimate,” “forecast,” “project,” “continue,” “could,” “may,” “might,” “possible,” “potential,” “predict,” “should,” “would” and other similar words and
expressions are intended to identify forward-looking statements, but the absence of these words does not mean that a statement is not forward-looking.
These forward-looking statements are based on management’s current expectations, forecasts, assumptions, hopes, beliefs, intentions and strategies
regarding future events and are based on currently available information as to the outcome and timing of future events. We caution you that these forward-
looking statements are subject to all of the risks and uncertainties, most of which are difficult to predict and many of which are beyond our control,
incident to our business.

These forward-looking statements are based on information available as of the date of this Annual Report, and current expectations, forecasts and
assumptions, and involve a number of risks and uncertainties. There can be no assurance that future developments will be those that have been anticipated.
Accordingly, forward-looking statements in this Annual Report should not be relied upon as representing our views as of any subsequent date, and we do
not undertake any obligation to update forward-looking statements to reflect events or circumstances after the date they were made, whether as a result of
new information, future events or otherwise, except as may be required under applicable securities laws.

As a result of a number of known and unknown risks and uncertainties, our actual results or performance may be materially different from those expressed
or implied by these forward-looking statements. These risks and uncertainties include, but are not limited to:
 

 

•  expectations regarding our strategies and future financial performance, including our future business plans or objectives, anticipated cost,
timing and level of satellite orders and deliveries thereof, prospective performance and commercial opportunities, the timing of obtaining
regulatory approvals, the ability to finance our operations, research and development activities and capital expenditures, reliance on
government contracts and a strategic cooperation agreement with a significant customer, retention and expansion of our customer base,
product and service offerings, pricing, marketing plans, operating expenses, market trends, revenues, margins, liquidity, cash flows and uses
of cash, capital expenditures, and our ability to invest in growth initiatives;

 

 •  the ability to implement business plans, forecasts, and other expectations, and to identify and realize additional opportunities;
 

 •  risks associated with expansion into new and adjacent markets;
 

 •  anticipated timing, cost, financing, and development of our satellite designing and manufacturing capabilities;
 

 •  increases in costs, which we may not be able to react to due to the nature of our U.S. Government contracts;
 

 •  the potential termination of U.S. Government contracts and subcontracts and the potential inability to recover termination costs;
 

 •  our ability to finance our operations, research and development activities, growth initiatives and capital expenditures;
 

 •  our expansion plans and opportunities;
 

 •  laws, rules and regulations applicable to us, including procurement and import-export control;
 

 •  the costs and ultimate outcome of litigation matters, government investigations and other legal proceedings;
 

 •  the ability to maintain the listing of our common stock and publicly-traded warrants on the NYSE and the possibility of limited liquidity and
trading of such securities;

 

 •  geopolitical risk and changes in applicable laws or regulations;
 

 •  security threats, including cybersecurity and other industrial and physical security threats, and other disruptions;



 •  government investigations and audits;
 

 •  the possibility that we may be adversely affected by other economic, business, and/or competitive factors;
 

 •  the impact of material weaknesses in our internal control over financial reporting, including the reliability of our consolidated financial
statements;

 

 •  the possibility that the COVID-19 Pandemic, or another major disease, natural disaster, or threat to the physical security of our facilities or
employees disrupts our business;

 

 •  supply chain disruptions, including delays, increased costs, and supplier quality control challenges;
 

 •  our ability to attract and retain qualified employees, including senior management and other key employees, technicians, engineers, and other
professionals;

 

 •  our ability to achieve profitability and meet expectations regarding cash flow from operations and investments;
 

 •  our leverage and our ability to service cash debt payments and comply with debt maintenance covenants, including meeting minimum
liquidity and operating profit covenants;

 

 •  our ability to access invested cash or cash equivalents upon failure of any financial institution we bank with;
 

 
•  our ability to access, or ability to access on favorable terms, equity and debt capital markets and other funding sources that will be needed to

fund operations and make investments in capital-intensive strategic initiatives including expansion and improvement of our manufacturing
facilities and development of new lines of business; and

 

 •  delays and costs associated with our business initiatives, whether due to changes in demand, lack of funding, design changes, or other
conditions or circumstances.

This list of risks and uncertainties is not exhaustive, and new factors may emerge or changes to the foregoing risks and uncertainties may occur that would
impact our business. Additional information regarding these risks, uncertainties and other factors is contained in Part I, Item 1A, “Risk Factors,” of this
Annual Report, Part II, Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of Operations” of this Annual Report and
elsewhere in this Annual Report, and those as may be contained from time to time in our other filings with the SEC. All such risks and uncertainties are
difficult to predict, contain material uncertainties that may affect actual results and may be beyond our control.

Item 1A. Risk Factors.

Investing in our securities involves risks. You should consider carefully the risks and uncertainties described below, together with all of the other
information in this Annual Report, including the section titled “Management’s Discussion and Analysis of Financial Condition and Results of Operations”
and our consolidated financial statements and related notes, before deciding whether to purchase any of our securities. Our business, results of
operations, and financial condition could also be harmed by risks and uncertainties that are not presently known to us or that we currently believe are not
material. If any of these risks actually occur, our business, results of operations, and financial condition could be materially and adversely affected.
Unless otherwise indicated, references in these risk factors to our business being harmed will include harm to our business, reputation, brand, financial
condition, and results of operations. In such event, the market price of our securities could decline, and you could lose all or part of your investment.

The following is a summary of the key risks and uncertainties associated with our business, industry, and ownership of our securities. The below summary
does not contain all of the information that may be important to you, and you should read this summary together with the more detailed description of
each risk factor contained in the subheadings below.



Risks Related to Our Reliance on Government Contracts and Key Customer Relationships
 

 •  We derive a substantial portion of our revenue from U.S. Government contracts, which are dependent on continued political support and
funding.

 

 •  Termination of our contracts could materially adversely affect our backlog and our future financial results.
 

 •  The U.S. Government could invoke the Defense Production Act of 1950 and require that we accept and prioritize contracts for materials
deemed necessary for national defense, regardless of loss in revenue incurred on such contracts.

 

 
•  We are subject to the U.S. Government’s security requirements, including the DoD’s National Industrial Security Program Operating

Manual, for our facility and personnel security clearances, which are prerequisites to our ability to perform on classified contracts, if any, and
work for the U.S. Government.

 

 
•  We derive a substantial portion of our revenue from Lockheed Martin. If Lockheed Martin changes its business strategy or reduces or

eliminates its demand for our products and services, our business, prospects, operating results and financial condition could be adversely
affected.

 

 
•  Our strategic cooperation agreement with Lockheed Martin is not a firm order for services and gives Lockheed Martin priority rights,

including over satellite manufacturing, and we may be required to prioritize Lockheed Martin over other customers which could adversely
affect our operating performance and result in a loss of expected revenue.

 

 •  We are subject to intense competition for U.S. Government and commercial contracts and programs and therefore may not be able to
compete successfully.

Other Risks Related to Our Business and Operations
 

 •  We are an early stage company with a history of losses and may not achieve or maintain profitability.
 

 •  We have a limited operating history and operate in a rapidly evolving industry, which makes it difficult to evaluate our business and future
prospects and increases the risk of your investment.



 •  Our ability to successfully implement our business plan will depend on a number of factors outside of our control.
 

 •  We will incur significant expenses and capital expenditures in the future to execute our business plan and expand satellite and other customer
solutions, and we may be unable to adequately control our expenses.

 

 •  We may not be able to convert our orders in backlog, or the sales opportunities represented in our pipeline, into revenue.
 

 •  If we fail to manage our future growth effectively, our business, prospects, operating results and financial condition may be materially
adversely affected.

 

 •  Our products could fail to perform or could perform at reduced levels of service because of technological malfunctions or deficiencies or
events outside of our control, which would harm our business and reputation.

 

 •  Our satellites have a limited life and may fail prematurely, which would materially and adversely affect our business, prospects and potential
profitability.

 

 •  We rely on a limited number of third parties for the supply of key raw materials and components, including semiconductor chip components.
 

 •  We are dependent on a single manufacturing facility for our satellite production.
 

 •  We have material purchase commitments that may impact our profitability.

Risks Related to Economic Conditions and Additional Capital Requirements
 

 •  We may be negatively affected by global economic conditions or geopolitical factors.
 

 •  Adequate financing may not be available to fund our operations.
 

 •  We may require additional capital to support the growth of our business, and this capital might not be available on terms favorable to us, if at
all, or may be available only by diluting existing stockholders.

 

 •  Our cash and cash equivalents could be adversely affected if the financial institutions in which we hold our cash and cash equivalents fail.

Risks Related to Intellectual Property and Data Security
 

 •  Our business may be adversely affected if we are unable to maintain or protect our intellectual property rights from unauthorized use by third
parties.

 

 •  Our intellectual property may become subject to claims that our devices or services violate the patent or intellectual property rights of others,
which could be costly and disruptive to our business.

 

 •  Our efforts to mitigate cybersecurity incidents and to protect data and intellectual property may not be successful, and our business could be
negatively affected by cyber or other security threats or other disruptions.

Risks Related to Legal and Regulatory, and Taxation Matters
 

 •  Our business is subject to extensive government regulation, which mandates how we may operate our business, may reduce or eliminate our
business, and may increase our business costs and prevent our expansion into new markets.

 

 •  We are subject to stringent U.S. export and import control laws and regulations.
 

 •  Our operations are subject to governmental law and regulations relating to environmental matters, which may expose us to significant costs
and liabilities that could negatively impact our financial condition.

 

 •  Our international operations may subject it to greater than anticipated tax liabilities.
 

 •  Our ability to use net operating loss carryforwards and other tax attributes may be limited.



Risks Related to Our Indebtedness
 

 •  We have a substantial amount of indebtedness and payment obligations that could affect our operations and financial condition and prevent
us from fulfilling our obligations under our indebtedness.

 

 •  Restrictions imposed by our substantial indebtedness could adversely affect our ability to raise additional capital to fund our operations and
dividend policy, limit our ability to react to changes in the economy or our industry and prevent us from making debt service payments.

 

 •  We may not be able to generate sufficient cash to service all of our indebtedness, and we may be forced to take other actions to satisfy our
obligations under our indebtedness that may not be successful.

Risks Related to Being a Public Company
 

 •  Some members of our management team have limited experience in operating a public company.
 

 •  We are an “emerging growth company,” and our election to comply with the reduced disclosure requirements as a public company may make
our common stock less attractive to investors.

 

 •  We have material weaknesses in our internal control over financial reporting and, as a result, we have determined that our disclosure controls
and procedures were not effective.

 

 •  If we fail to maintain an effective system of disclosure controls and internal control over financial reporting, our ability to produce timely and
accurate financial statements or comply with applicable regulations could be impaired.

Risks Related to Ownership of Our Securities
 

 •  We may not be able to satisfy the continued listing standards of the NYSE going forward.
 

 •  The trading price of our securities may be volatile.
 

 •  If securities analysts do not publish research or reports about our business or if they downgrade our common stock or our industry, the
Company’s stock price and trading volume could decline.

 

 •  Continental Stock Transfer & Trust Company, our Transfer Agent, controls the transfer of our securities upon issuance and a failure by our
Continental to perform its functions for us effectively may adversely affect our operations.

Risks Related to Our Reliance on Government Contracts and Key Customer Relationships

We derive a substantial portion of our revenue from U.S. Government contracts, which are dependent on continued political support and funding.

We derive a substantial portion of our revenue from direct or indirect contracts with the U.S. Government. For the year ended December 31, 2022, we
generated approximately 73% of our total revenue from contracts supporting the U.S. Government. We expect that U.S. Government contracts will
continue to be a substantial source of our revenue for the foreseeable future. Although the contracts we provide services under generally involve fixed
annual minimum commitments, such commitments, along with all other contracts with the U.S. Government, are subject to annual Congressional
appropriations and the federal budget process and, as a result, the U.S. Government may not continue to fund these contracts at current or anticipated
levels. A decline in U.S. Government support and funding for programs in which we participate could result in contract terminations, delays in contract
awards, the failure to exercise contract options, the cancellation of planned procurements and fewer new business opportunities, any of which could have a
material adverse effect on our financial condition and results of operations.

Termination of our contracts could materially adversely affect our backlog and our future financial results.

All of our direct and indirect contracts with the U.S. Government or its prime contractors, including our contract with Lockheed Martin for the SDA’s
Tranche 1 of the Transport Layer (the “Tranche 1 Agreement”), may be terminated or suspended at any time, with or without cause, for the convenience of
the government. U.S. Government contract



awards also may be subject to bid protests, which may result in a contract award being rescinded or subject to reprocurement. In addition, our commercial
satellite contracts also may give the customer the right to unilaterally terminate the contract. For example, some of our commercial contracts have been
terminated for convenience in the past, and contracts may be terminated in the future. For these reasons, we cannot assure you that all of our backlog will
ultimately be recognized in revenues. Termination or suspension of any of our significant U.S. Government contracts or termination of such commercial
contracts could result in the loss of future revenues and unreimbursable expenses or charges that could have a materially adverse effect on our financial
condition, results of operations and cash flow. Furthermore, the termination of any such contracts for default could also have a material adverse effect on
our reputation and ability to obtain new business in the future.

The U.S. Government could invoke the Defense Production Act of 1950, as amended (the “DPA”) and require that we accept and prioritize contracts
for materials deemed necessary for national defense, regardless of loss in revenue incurred on such contracts.

Under the DPA, the U.S. Government could require that we accept and prioritize contracts for the U.S. Government. We may be required to reallocate time
and resources away from commercial and other customer groups to fulfill U.S. Government requests under the DPA. This could cause us to be unable to
fulfill contractual obligations to non-U.S. Government customers and harm long-term business relationships with commercial and other customers,
contribute to increased costs and materially impact our results and operations.

We are subject to the U.S. Government’s security requirements, including the DoD’s National Industrial Security Program Operating Manual, for our
facility and personnel security clearances, which are prerequisites to our ability to perform on classified contracts and work for the U.S. Government.

A facility security clearance is required for a company to perform on classified contracts or classified work for the DoD and certain other agencies of the
U.S. Government. Security clearances are subject to regulations and requirements including such requirements as those contained in the National Industrial
Security Program Operating Manual (the “NISPOM”), which specifies the requirements for the protection of classified information released or disclosed in
connection with U.S. Government contracts. The Defense Counterintelligence and Security Agency (“DCSA”) manages the facility clearance process
under the NISPOM and conducts various facility audits and inspections throughout the life cycle of a respective facility clearance.

The U.S. Government requires certain facility and personnel security clearances to perform classified U.S. Government business. Any facility not staffed
by appropriately cleared personnel, and/or that fails a DCSA inspection places the facility clearance and the ability to perform classified contracts in
jeopardy. As such, we must comply with the requirements of the NISPOM and other applicable U.S. Government industrial security regulations. If we
were to violate the terms and requirements of the NISPOM or such industrial security regulations (which apply to it under the terms of classified contracts,
if any), or if one or more of our facilities or personnel security clearances is invalidated or terminated, we may not be able to continue to perform our
existing classified contracts, if any, and may not be able to enter into new classified contracts, if any, which could adversely affect our revenues. Failure to
comply with the NISPOM or other security requirements may result in loss of access to classified information and subject us to civil and criminal penalties
and administrative sanctions, including termination of contracts, forfeiture of profits, suspension of payments, fines and suspension or prohibition from
doing business with the U.S. Government, which could have an adverse effect on our financial position, results of operations and/or cash flows and cause
reputational harm.



We derive a substantial portion of our revenue from Lockheed Martin. If Lockheed Martin changes its business strategy or reduces or eliminates its
demand for our products and services, our business, prospects, operating results and financial condition could be adversely affected.

Lockheed Martin is a significant customer of ours and accounts for, and is expected to continue to account for, a substantial portion of our consolidated
revenue. Lockheed Martin individually represented approximately 76% of our consolidated revenues for the year ended December 31, 2022. In addition,
programs associated with Lockheed Martin represent approximately 81% of our backlog as of December 31, 2022. Given the uncertainty surrounding
future government spending and the right of U.S. Government customers to terminate contracts for convenience, and the rights of Lockheed Martin to in
turn terminate our subcontracts for convenience, there can be no assurance that the backlog for these contracts will ultimately be recognized as revenue.
Lockheed Martin could cancel the Tranche 1 Agreement for any reason, including as a result of reductions in appropriations or our failure to achieve
milestones due to technical issues or delays. Our future operating results will continue to depend on the success of our relationship with Lockheed Martin,
including under the 2022 SCA.

Orders from Lockheed Martin are subject to fluctuation and may be reduced materially or eliminated entirely due to changes in Lockheed Martin’s needs,
our failure to meet Lockheed Martin’s specifications or price expectations or other factors. Any reduction or delay in sales of products to Lockheed Martin
could significantly reduce our revenue. As a result our future operating results will depend on successfully developing relationships with additional key
customers. We cannot assure Lockheed Martin will be retained or that additional key customers will be recruited.

Our strategic cooperation agreement with Lockheed Martin is not a firm order for services and gives Lockheed Martin priority rights, including over
satellite manufacturing, and we may be required to prioritize Lockheed Martin over other customers which could adversely affect our operating
performance and result in a loss of expected revenue.

We are party to the 2022 SCA with Lockheed Martin pursuant to which the parties agree to (i) collaborate on the development, production and sale of
satellites for use in U.S. Government spacecraft and spacecraft procurements and (ii) establish a cooperation framework to enable the parties to enter into
projects, research and development agreements and other collaborative business arrangements and “teaming activities.” The 2022 SCA only sets forth the
basic terms and conditions under which the parties may collaborate and is not a firm order for services. As such, there can be no assurance that the 2022
SCA will result in actual revenue during any particular period or at all.

The 2022 SCA also contains a number of provisions that require us to prioritize our relationship with Lockheed Martin. For example, under the 2022 SCA,
if we are awarded a contract to build satellites for Lockheed Martin, then we are required to prioritize the Lockheed Martin order over manufacturing
satellites for our other customers. Lockheed Martin also has the right of first refusal over certain large satellite manufacturing orders received from third
parties and receives preferential rights to bid on certain services and products or to require us to use them as a supplier. Accordingly, our business with
other current and prospective customers or suppliers may suffer due to the requirements of the 2022 SCA. The prioritization of Lockheed Martin over
other customers and the other preferential terms of the 2022 SCA could materially adversely affect our business, financial condition and results of
operations.

We may be reliant on a single contract for a substantial portion of our revenue in 2023 and future fiscal periods.

On February 21, 2023, we entered into a procurement contract with Rivada Space Networks GmbH (“Rivada”), providing for the development, production
and operation of 300 satellites for Rivada’s planned low-earth orbit satellite constellation (the “Rivada Agreement”). The total purchase price for the
satellites is anticipated to be approximately $2.4 billion if the contract is fully performed. Consequently, we anticipate that this contract will form a
significant portion of our revenue in 2023 and future fiscal periods. Our ability to successfully perform this contract and to achieve the revenues associated
with such performance is subject to a number of risks and uncertainties, including those summarized in these Risk Factors, Rivada’s ability to finance its
constellation and maintain regulatory licenses required for its business operations and Finally, we may not be whether we are able to scale-up our
manufacturing processes and facilities in order to meet the demands of this program or successfully manufacture the large number of satellites required
under this contract in the anticipated timeframe. In particular, Rivada has an option to terminate the Rivada Agreement for convenience (and without
cause) at any time and for any reason. The Rivada Agreement also includes termination provisions for default in the event we miss certain delivery targets
or deadlines, experience insolvency, or otherwise fail to perform as required, which could result in the refund of all amounts paid up to such termination.
Furthermore, Rivada may not be able to obtain funding to finance its operations and fund the Rivada



Agreement or receive and maintain required regulatory approvals for its constellation and the conduct of its business operations. Finally, we may not be
able to scale-up our manufacturing processes and facilities in order to meet the demands of this program or successfully manufacture the large number of
satellites required under this contract in the anticipated timeframe. If Rivada is unable to fund and maintain its operations, or we are unable to successfully
execute this program, or our contract is terminated for any reason, our financial condition and results of operations in future periods would be materially
adversely affected. As such, there can be no assurance that the Rivada Agreement will result in material revenue in 2023 or future periods.

We are subject to intense competition for U.S. Government and commercial contracts and programs and therefore may not be able to compete
successfully.

We encounter competition for many contracts and programs, including in particular, U.S. Government contracts. Most of our competitors have
substantially greater financial, technical, marketing, manufacturing, distribution and other resources. Our ability to compete for these contracts depends to a
large extent upon our ability to offer high-quality performance at competitive prices. If we are not able to do so, our business may be adversely affected.

Other Risks Related to Our Business and Operations

We are an early stage company with a history of losses and may not achieve or maintain profitability.

We are currently not profitable, nor do we have positive cash flow. We expect our operating expenses to increase over the next several years as we scale
our operations, increase research and development efforts relating to new offerings and technologies, and hire more employees. These efforts may be more
costly than we expect and may not result in increased revenue. Any failure to increase our revenue sufficiently to keep pace with any increases to our
investments and other expenses could prevent us from achieving or maintaining profitability or positive cash flow. The likelihood of success of our
business plan must be considered in light of the substantial challenges, expenses, difficulties, complications and delays frequently encountered in
connection with developing and expanding early-stage businesses and the competitive environment in which we operate.

We have a limited operating history and operate in a rapidly evolving industry, which makes it difficult to evaluate our business and future prospects
and increases the risk of your investment.

It is difficult to predict future revenues and appropriately budget for expenses, and we have limited insight into trends that may emerge and affect our
business.

Additional risks and challenges we have faced or expect to face include our ability to:
 

 •  forecast our revenue and budget for and manage our expenses;
 

 •  attract new customers and retain existing customers;
 

 •  effectively manage our growth and business operations, including planning for and managing capital expenditures for our current and future
vehicles and services, and managing our supply chain and supplier relationships related to our current and future vehicles and services;

 

 •  comply with existing and new or modified laws and regulations applicable to our business;
 

 •  anticipate and respond to macroeconomic changes and changes in the markets in which we operate;
 

 •  maintain and enhance the value of our reputation and brand;
 

 •  develop, maintain, enforce, and protect intellectual property; and
 

 •  hire, integrate and retain talented people at all levels of our organization, including employees with security clearances and the additional
employees required to design and build our solutions as well as operate and maintain our facilities.



If we fail to address the risks and difficulties that we face, including those associated with the challenges listed above as well as those described elsewhere
in this “Risk Factors” section, our business, financial condition and results of operations could be adversely affected. Further, because we have limited
historical financial data and operate in a rapidly evolving market, any predictions about our future revenue and expenses may not be as accurate as they
would be if we had a longer operating history or operated in a more developed market. We have encountered in the past, and will encounter in the future,
risks and uncertainties frequently experienced by growing companies with limited operating histories in rapidly changing industries. If our assumptions
regarding these risks and uncertainties, which we use to plan and operate our business, are incorrect or change, or if we do not address these risks
successfully, our results of operations could differ materially from our expectations and our business, financial condition and results of operations could be
adversely affected.

Our ability to successfully implement our business plan will depend on a number of factors outside of our control.

The success of our business plan is dependent on a number of factors outside of our control, including:
 

 •  the level of market acceptance and demand for our products and services;
 

 •  the ability to introduce innovative new products and services that satisfy market demand;
 

 •  the ability to comply with all applicable legal and regulatory requirements;
 

 •  the effectiveness of competitors in developing and offering similar services and products;
 

 •  the ability to maintain competitive prices for our products and services and to control our expenses;
 

 •  the ability to obtain necessary government licenses to launch and operate our satellites; and
 

 •  the disruption of and interference with the global supply chain, including delays, increased costs and supplier quality control challenges.

We will incur significant expenses and capital expenditures in the future to execute our business plan and expand satellite and other customer
solutions, and we may by unable to adequately control our expenses.

We will incur significant expenses and capital expenditures in the future to further our business plan including expenses to:
 

 •  design and develop components;
 

 •  lease and develop manufacturing and other space for our operations;
 

 •  conduct research and development;
 

 •  purchase raw materials and components;
 

 •  launch, test and successfully operate our satellites;
 

 •  expand our design, development, maintenance and repair capabilities;
 

 •  design, develop, assemble and launch our satellites that are internally funded by us; and
 

 •  and increase our general and administrative functions to support our growing operations and the management of a public company

Because we will incur the costs and expenses from these efforts before we receive any revenues with respect thereto, our losses in future periods will be
significant. In addition, we may find that these efforts are more expensive than we currently anticipate or that these efforts may not result in revenues or
generate our desired margins, which would



further increase our losses. Our ability to become profitable in the future will not only depend on our ability to successfully manufacture, satellites and
other products and services and to control costs. If we are unable to do so efficiently, our margins, profitability and prospects would be materially and
adversely affected.

A failure to successfully finance, open and operate our planned new or expanded manufacturing facilities could harm our business, financial condition and
results of operations. Such new or expanded facilities may not be achieved on time or within our projected budget and may otherwise not provide the
capability that we seek.

We may not be able to convert our backlog, or the sales opportunities represented in our pipeline, into revenue.

Our backlog totaled $170.8 million as of December 31, 2022. However, many of these contracts are cancellable by customers for convenience. If a
customer cancels a contract before it is required to pay the last deposit prior to launch, we may not receive all potential revenue from these orders, except
for an initial non-refundable deposit which is paid at the time the contract is signed. In addition, backlog includes both funded (firm orders for which
funding is authorized and appropriated) and unfunded portions of such contracts, for which work has not been performed. If a contract is unfunded whole
or part, and the customer does not obtain funding or appropriation of funding, there is a risk that we may not receive revenue from that portion of the
contract.

In addition, backlog is typically subject to large variations from quarter to quarter and comparisons of backlog from period to period are not necessarily
indicative of future revenues. Furthermore, some contracts comprising the backlog are for services scheduled many years in the future, and the economic
viability of customers with whom we have contracted is not guaranteed over time. As a result, the contracts comprising our backlog may not result in
actual revenue in any particular period, or at all, and the actual revenue from such contracts may differ from our backlog estimates. The timing of receipt
of revenues, if any, on projects included in backlog could change because many factors affect the scheduling of missions and adjustments to contracts,
including additional costs or scope changes, may also occur. The failure to realize some portion of our backlog could adversely affect our revenues and
gross margins.

We may fail to convert any or all of our potential sales pipeline opportunities into revenue for a variety of reasons both inside and outside of management’s
control, which would negatively impact our financial results, including revenue and profit.

If we fail to manage our future growth effectively, our business, prospects, operating results and financial condition may be materially adversely
affected.

In order to achieve substantial future revenue growth, we must develop and market new products and services, generate a sustainable order rate, and
significantly expand our operations. To properly manage our growth, we will need to hire and retain additional personnel, upgrade our existing operational
management and financial and reporting systems, and improve our business processes and controls. Our future expansion will include:
 

 •  hiring and training new personnel;
 

 •  developing new technologies;
 

 •  controlling expenses and investments in anticipation of expanded operations;
 

 •  upgrading the existing operational management and financial reporting systems and team to comply with requirements as a public company;
and

 

 •  implementing and enhancing administrative infrastructure, systems and processes.

If our operations continue to grow as planned, of which there can be no assurance, we will need to expand our sales and marketing, research and
development, customer and commercial strategy, products and services, supply, and manufacturing functions. These efforts will require us to invest
significant financial and other resources, including in industries and sales channels in which we have limited experience to date. We will also need to
continue to leverage



our manufacturing and operational systems and processes, and there is no guarantee that we will be able to scale the business and the manufacture of
vehicles as currently planned or within the planned time frame. The continued expansion of our business may also require additional manufacturing and
operational facilities, as well as space for administrative support, and there is no guarantee that we will be able to find suitable locations for the
manufacture of our vehicles.

Our continued growth could increase the strain on our resources, and we could experience operating difficulties, including difficulties in hiring and
training employees, finding manufacturing capacity to produce our vehicles and related equipment, and delays in production. These difficulties may divert
the attention of management and key employees and impact financial and operational results. If we are unable to drive commensurate growth, these costs,
including lease commitments, headcount and capital assets, could result in decreased margins, which could have a material adverse effect on our business,
financial condition and results of operations.

Our products could fail to perform or could perform at reduced levels of service because of technological malfunctions or deficiencies or events
outside of our control, which would harm our business and reputation.

We produce highly complex products including satellites that incorporate leading-edge technology. They are designed to be deployed across complex
networks, which in some cases may include over a million users. Because of the nature of these satellites, there is no assurance that our pre-shipment
testing programs will be adequate to detect all defects. As a result, our customers may discover errors or defects in our satellites, or our satellites may not
operate as expected after they have been fully deployed to space. Hardware and software errors or defects discovered before launch of the spacecraft to
orbit may be mediated while the spacecraft is still on the ground. However, once launched, we will no longer be able to change or service the hardware.
While spacecraft are in orbit, we may be able to fix software errors or defects. If our products failure to perform or perform at reduced levels because of
malfunctions or other deficiencies or events outside of our control, we could experience damage to our reputation, reduced customer satisfaction, loss of
existing customers and failure to attract new customers, failure to achieve market acceptance, cancellation of orders, loss of revenues, reduction in backlog
and market share, increased service and warranty costs, diversion of development resources, legal action by our customers, issuance of credit to customers
and increased insurance costs. Defects, integration issues or other performance problems in our satellites could also result in financial or other damages to
our customers. Our customers could seek damages for related losses from us, which could seriously harm our business, financial condition and results of
operations. The occurrence of any of these problems would seriously harm our business, financial condition and results of operations. We have
experienced on-orbit anomalies and failures of our satellites in the past and may continue to do so in the future. These issues have impacted customer
missions, resulting in loss of expected revenue, insurance payouts to customers and other costs.

Our satellites have a limited life and may fail prematurely, which would materially and adversely affect our business, prospects and potential
profitability.

We may experience in-orbit malfunctions of satellites that we design and manufacture, once launched, which could adversely affect the reliability of their
service or result in total failure of the satellite. In-orbit failure of a satellite may result from various causes, including component failure, loss of power or
fuel, inability to control positioning of the satellite, solar or other astronomical events, including solar radiation, wind and flares, and space debris. Other
factors that could affect the useful lifespan of our satellites include the quality of construction, gradual degradation of solar panels and the durability of
components. Radiation-induced failure of satellite components may result in damage to or loss of a satellite before the end of its expected life. In addition,
satellites in low earth orbit have a limited life cycle and they could become compromised over their designated operational life span. Mechanical and
electrical failures due to manufacturing error or defect as well as equipment degradation during the satellite’s lifetime may affect the actual commercial
service lives of satellites. The commercial service lives of our satellites may be shorter than anticipated and we may not be able to adequately predict their
useful lifespan. Any satellite anomalies in the future may result in monetary losses, delays, and impairment of services, all of which may adversely affect
our business, financial condition, and results of operations.



We rely on a limited number of third parties for the supply of key raw materials and components, including semiconductor chip components.

We procure or subcontract for many raw materials, major components and product equipment, including semiconductor chip components, on a single or
sole-source basis. Although we maintain a qualification and performance surveillance process, and we believe that sources of supply for components and
key raw materials such as aluminum and titanium are generally adequate, it is difficult to predict what effects shortages or price increases may have in the
future. Our ability to manage inventory and meet delivery requirements may be constrained by our suppliers’ inability to scale production and adjust
delivery of long-lead time products during times of volatile demand. The failure of these suppliers or others to perform could require us to seek alternative
suppliers or expand our production capabilities, which could incur additional costs and have a negative impact on our cost or supply of components. In
particular, due to the COVID-19 Pandemic, labor shortages at our suppliers and various other factors, we have experienced semiconductor chip shortages
and longer than historically experienced lead times of semiconductor chips. These parts are vital to our manufacturing of printed circuit board assemblies
that control all elements of satellite operations. This includes safety-of-flight radio communications as well as the flight computers that allow the satellite
to deliver its capabilities. The semiconductor shortages, reduced availability of parts, supplier quality controls and longer than historical lead times to
deliver parts and supplies have negatively affected our ability to timely deliver our products and services to customers over the last three years, which
primarily affected our ability to recognize revenue on our forecasted timeline and increased our costs due to longer manufacturing durations. Future
inability to fill our supply needs for key raw materials and components could jeopardize our ability to fulfill obligations under commercial and government
contracts, which could, in turn, result in reduced sales and profits, contract penalties or terminations and damage to customer relationships and could have a
material adverse effect on our business, financial condition, or results of operations. In addition, negative publicity from any failure of one of our products
as a result of a failure by a key supplier could damage our reputation and could limit our ability to win new contracts.

We are dependent on a single manufacturing facility for our satellite production.

We currently manufacture our satellites at a single manufacturing facility in Irvine, California, and we do not maintain back-up manufacturing facilities or
operations. Our manufacturing facility may become capacity-constrained, or we could face financial difficulties as a result of a surge in demand for
additional satellites, a natural disaster, or other event, including the impacts of the COVID-19 Pandemic. Our manufacturing site is vulnerable to damage
or interruption from earthquakes, wildfires, other natural disasters, power loss or aging infrastructure. Any such events could result in the destruction of
satellites under construction or inventory, manufacturing delays and other business interruptions, or additional costs, which could materially affect our
business, financial condition, and results of operations.

We have material purchase commitments that may impact our profitability.

We entered into supply agreements requiring $20 million of purchase commitments over three years with Redwire Space, Inc. and Big Bear AI LLC,
which are affiliates of AE Industrial, to provide software and satellite supplies. These supply agreements have minimum payment conditions regardless of
the services utilized, the supplier goods or services may not be as valuable as we anticipate relative to alternatives and circumstances may change, and we
may not need such services. Consequently, our use of these suppliers in order to fulfill our purchase commitments may materially adversely affect our
liquidity.



We are dependent on third-party launch vehicles to launch our satellites and payloads into space.

We are dependent on third-party launch vehicles to deliver our vehicles into space. If the number of companies offering launch services or the number of
launches does not grow in the future or there is a consolidation among companies who offer these services, this could result in a shortage of space on these
launch vehicles, which may cause delays in our ability to meet our customers’ needs and increase launch costs. Either of these situations could have a
material adverse effect on our results of operations and financial condition.

Further, in the event that a launch is delayed, our timing for recognition of revenue may be impacted depending on the length of the delay and the nature of
the contract with the customers with payloads on such delayed flight. While such delays are common in the space industry, any delay in a launch on which
we are booked for missions with paying clients may result in a delay in recognizing revenue which could materially impact our financial statements or
may result in negative impacts to our earnings during a specified time period, which could have a material effect on our results of operations and financial
condition.

Our business plans are predicated on our ability to vertically integrate our production process by bringing certain component manufacturing processes
in-house.

Subject to raising additional funding, we plan to vertically integrate most of our supply chain by adding additional capabilities including the production
and test of printed circuit boards. Building out such capabilities will require significant capital expenditures, including the installation and/or
transplantation of complex manufacturing equipment and processes and hiring and training new employees. If we are unable to manage this process
successfully, we may fail to meet our objective of near-full vertical integration and could suffer delays in recognizing efficiencies, manufacturing and
supply chain delays, product quality and delivery schedules, harm to our reputation with our customers, and loss of customers, which could negatively
impact our financial condition and results of operations.

In order to be successful, we must attract and retain key personnel.

Our business has a continuing need to attract and retain large numbers of skilled personnel, including personnel holding security clearances, to support the
growth of the enterprise and to replace individuals who have terminated employment due to a number of reasons. To the extent that the demand for
qualified personnel exceeds supply, we could experience higher labor, recruiting, or training costs in order to attract and retain such employees, or could
experience difficulties in performing under our contracts if our needs for such employees were unmet. In addition, our inability to appropriately plan for
the transfer or replacement of appropriate intellectual capital and skill sets critical to us could result in business disruptions and impair our ability to
achieve business objectives. Our business must also attract and retain qualified officers and directors.

Our business involves significant risks and uncertainties that may not be covered by indemnity or insurance.

A significant portion of our business relates to designing, developing and manufacturing advanced technology products and systems. New technologies
may be untested or unproven. Failure of some of these products and services could result in extensive losses and we may not be able to mitigate these risks
through indemnification or insurance coverage. Substantial costs resulting from an accident; failure of or defect in our products or services; natural
catastrophe or other incident; or liability arising from our products and services in excess of any legal protection, indemnity, and our insurance coverage
(or for which indemnity or insurance is not available or not obtained) could adversely impact our financial condition, cash flows, and operating results.
Any accident, failure of, or defect in our products or services, even if fully indemnified or insured, could negatively affect our reputation among our
customers and the public and make it more difficult for us to compete effectively. It also could affect the cost and availability of adequate insurance in the
future.



We face substantial risks associated with our international operations.

A portion of our revenue is generated internationally. Terran Orbital’s international operations are headquartered in Torino, Italy, where it also has a
manufacturing facility. Terran Orbital also sources supplies from international suppliers. Operating in foreign countries may pose substantial burdens,
costs and risks, including:
 

 •  difficulties in developing products and services that are tailored to the needs of local customers;
 

 •  instability of international economies and governments;
 

 •  changes in laws and policies affecting trade and investment in other jurisdictions;
 

 •  exposure to varying legal standards, including data privacy, security and intellectual property protection in other jurisdictions;
 

 •  difficulties in obtaining required legal and regulatory authorizations;
 

 •  difficulties in enforcing legal rights in other jurisdictions;
 

 •  local domestic ownership requirements;
 

 •  requirements that certain operational activities be performed in-country;
 

 •  changing and conflicting national and local regulatory requirements;
 

 •  foreign currency exchange rates and exchange controls; and
 

 •  ongoing compliance with the U.S. Foreign Corrupt Practices Act, U.S. export controls, anti-money laundering and trade sanction laws, and
similar anti-corruption and international trade laws in other countries.

We cannot predict the effect of future exchange rate fluctuations on our business and operating results.

Our international operations are sensitive to currency exchange risks. We anticipate having currency exposure arising from both sales and purchases
denominated in foreign currencies, as well as intercompany transactions. Significant changes in exchange rates between foreign currencies in which we
anticipate transacting business and the U.S. dollar may adversely affect our business, results of operations and financial condition.

Risks Related to Economic Conditions and Additional Capital Requirements

We may be negatively affected by global economic conditions or geopolitical factors.

Our operations and performance depend significantly on worldwide economic conditions, and we expect our future growth rate will be affected by the
condition of the global economy. Uncertainty about global economic conditions and geopolitical factors, including the current conflict in Ukraine, poses a
risk as individual consumers, businesses and governments may postpone spending in response to tighter credit, negative financial news, declines in income
or asset values, or budgetary constraints. Reduced demand could cause a significant delay in the launch of our satellites which in turn could cause a decline
in our anticipated future revenue and make it more difficult to operate profitably in the future, potentially compromising our ability to pursue our business
plan.

Adequate financing may not be available to fund our operations.

We will need to raise capital through public or private financing or other arrangements to finance our operations and to make investments in growth
initiatives. Such financing may not be available on acceptable terms, or at all, and our failure to raise capital when needed would harm our business. For
example, the global COVID-19 Pandemic and related financial impact has resulted in, and may continue to result in, significant disruption and volatility of
global financial markets that could adversely impact our ability to access capital. In addition, economic and market events (such as the Silicon Valley Bank
takeover) and global conflicts (such as the currently ongoing conflict in Ukraine), inflation concerns and investor willingness to fund emerging growth
companies such as ours may negatively impact our access to the financial markets. If we cannot raise funds on acceptable terms or at all, we will not be
able to grow our business or respond to competitive pressures and our ability to continue as a going concern will be materially impacted.



We may require additional capital to support the growth of our business, and this capital might not be available on terms favorable to us, if at all, or
may be available only by diluting existing stockholders.

Historically, we have funded our operations and capital expenditures primarily through equity issuances, debt and cash generated from our operations. To
meet our substantial and unpredictable cash flow needs, we will need to access the Committed Equity Facility (as defined below) and/or acquire additional
alternative financing in the future, and we may not be able to obtain debt or equity financing on favorable terms, if at all. If we raise equity financing to
fund operations or on an opportunistic basis, our stockholders may experience significant dilution of their ownership interests. If we obtain debt financing,
the terms of such debt financing may restrict our ability to incur additional indebtedness, require us to maintain certain financial covenants, or restrict our
ability to pay dividends. If we need additional capital and cannot raise it on acceptable terms, or at all, our business, financial conditions, and results of
operations may be negatively impacted.

Our cash and cash equivalents could be adversely affected if the financial institutions in which we hold our cash and cash equivalents fail.

We regularly maintain cash balances at third-party financial institutions in excess of the Federal Deposit Insurance Corporation insurance limit. Although
we do not hold any cash or maintain any accounts at, nor do we have any other relationships with, Silicon Valley Bank or Signature Bank, on March 10,
2023 and March 12, 2023, respectively, the Federal Deposit Insurance Corporation took control and was appointed receiver of these banks, and if other
banks and financial institutions enter receivership or become insolvent in the future in response to financial conditions affecting the banking system and
financial markets, our ability to access our existing cash, cash equivalents and investments may be threatened, which could have a material adverse effect
on our business, financial condition and results of operations.

Risks Related to our Intellectual Property and Data Security

Our business may be adversely affected if we are unable to maintain or protect our intellectual property rights from unauthorized use by third parties.

The maintenance and protection of our intellectual property rights will be important to our future business opportunities. However, the measures we take to
protect our intellectual property from unauthorized use by others may not be effective for various reasons, including the following:
 

 •  our employees or business partners may breach their inventions assignment, non-disclosure, arbitration and, non-compete obligations to us;
 

 •  third-parties may independently develop or acquire technologies that are the same or similar to ours;
 

 •  the costs associated with enforcing intellectual property rights may make enforcement impracticable;
 

 •  U.S. Government rights in the intellectual property and data of its contractors; and
 

 •  current and future competitors may circumvent our intellectual property.

In addition, we may have difficulty enforcing our rights against a competitor where an infringement occurs in outer space. Failure to adequately maintain
or protect our intellectual property rights could result in our competitors offering similar or competitive services and products, potentially resulting in the
loss of some of our competitive advantage and a decrease in revenue, which would adversely affect our business, prospects, financial condition and results
of operations.



Our intellectual property may become subject to claims that our devices or services violate the patent or intellectual property rights of others, which
could be costly and disruptive to our business.

Our success depends, in part, on our ability to protect our core technology and intellectual property and to keep use of licenses. The defense of intellectual
property suits is both costly and time-consuming, even if ultimately successful, and may divert management’s attention from other business concerns.
Further, an adverse determination in litigation to which we may become a party could, among other things:
 

 •  subject us to significant liabilities to third parties, including lost profits and treble damages;
 

 •  require disputed rights to be licensed from a third party for royalties that may be substantial;
 

 •  require us to cease using technology that is important to our business;
 

 •  prohibit us from selling some or all of our devices or offering some or all of our services; or
 

 •  render our hardware and software difficult and expensive to service, upgrade or replace.

Our efforts to mitigate cybersecurity incidents and to protect data and intellectual property may not be successful, and our business could be negatively
affected by cyber or other security threats or other disruptions.

Given the nature of our business, we routinely experience various cybersecurity threats to our information technology infrastructure, unauthorized
attempts to gain access to our company, employee- and customer-sensitive information, insider threats and denial-of-service attacks. Our customers,
including sites that we operate and manage for our customers, suppliers, subcontractors and joint venture partners, experience similar security threats. We
also face the risk of economic espionage, which involves the targeting or acquisition of sensitive financial, trade, proprietary or technological information.

In addition to cyber threats, we could face threats to the physical security of our facilities and employees and threats from terrorist acts, which could
materially disrupt our business if carried out. We could also be impacted by the improper conduct of our employees or others working on behalf of us who
have access to export controlled or classified information, which could adversely affect our business and reputation.

The threats we face vary from attacks common to most industries, such as ransomware, to more advanced and persistent, highly organized adversaries,
including nation state actors, which target us and other defense contractors and other companies in industries that are part of U.S. critical infrastructure.
These threats can cause disruptions to our business operations. Moreover, if we are unable to protect sensitive information, including complying with
evolving information security and data protection/privacy regulations, our customers or governmental authorities could question the adequacy of our threat
mitigation and detection processes and procedures. Depending on the severity of an incident, our intellectual property (including trade secrets and
research, development and engineering know-how), customer data and other third-party data (such as subcontractors, suppliers and vendors) could be
compromised. Products and services we provide to customers also carry cybersecurity risks, including risks that they could be breached or fail to detect,
prevent or combat attacks. The realization of any of these risks could result in losses to our customers, claims, litigation and regulatory fines, and could
harm our reputation and relationships with our customers and have a materially adverse impact on our business, financial condition, and results of
operations.

In addition, a security event that involves classified or other sensitive government information or certain controlled unclassified information could subject
us to civil or criminal penalties and could result in loss of our secure facility clearance and other accreditations, loss of our government contracts, loss of
access to classified information, loss of export privileges or debarment as a government contractor. The risk that these types of events could seriously harm
our business is likely to increase as we expand the number of products and services we offer or increase the number of countries within which we do
business.



Risks Related to Legal, Regulatory and Taxation Matters

Our business is subject to extensive government regulation, which mandates how we may operate our business, may reduce or eliminate our business,
and may increase our business costs and prevent our expansion into new markets.

Our business, both as the manufacturer and operator of satellites for others is subject to significant regulation in the United States, including by the
Department of Commerce, the Department of Homeland Security, the Department of State, the Department of Labor, the FCC (as defined below), the
Federal Aviation Administration, the FTC and others, and in foreign jurisdictions by similar local authorities, including the ITU and NKOM. The
Department of Commerce, through the NOAA CRSRA office, also licenses certain commercial private Earth remote sensing satellite systems. The rules
and regulations of these U.S. and foreign authorities may change, and such authorities may adopt regulations that limit or restrict our operations as
presently conducted or currently contemplated. Such authorities may also make changes in the licenses of our partners or competitors that affect their
spectrum and may significantly affect our business. Further, because regulations in each country are different, we may not be aware if some of our
partners or suppliers do not hold the requisite licenses and approvals. Failure to provide services in accordance with the terms of our licenses or failure to
operate our satellites or ground stations as required by licenses and applicable laws and government regulations, as well as the failure of customers to
attain any necessary licenses, could result in the imposition of government sanctions and/or monetary fines, including the suspension or cancellation of our
licenses, which could have a material impact on our business, financial condition and results of operations.

We are subject to stringent U.S. export and import control laws and regulations.

We are required to comply with U.S. export control laws and regulations, including the ITAR, administered by the U.S. Department of State, and the EAR,
administered by the U.S. Department of Commerce. Pursuant to these foreign trade control laws and regulations, we are required, among other things, to
(i) maintain a registration under ITAR, (ii) determine the proper licensing jurisdiction and export classification of products, software, and technology, and
(iii) obtain licenses or other forms of U.S. Government authorization to engage in the conduct of our space transport business. Violations of applicable
export control laws and related regulations could result in criminal and administrative penalties, including fines, possible denial of export privileges, and
debarment, which could have a material adverse impact on our business, including our ability to enter into contracts or subcontracts for U.S. Government
customers.

The inability to secure and maintain necessary export authorizations could negatively impact our ability to compete successfully or to operate our
spaceflight business as planned. For example, if we were unable to obtain or maintain our licenses to export certain spacecraft hardware, we would be
effectively prohibited from launching our vehicles from certain non-U.S. locations, which would limit the number of launch providers we could use. In
addition, if we were unable to obtain a Department of State Technical Assistance Agreement to export certain launch related services, we would
experience difficulties or even be unable to perform integration activities necessary to safely integrate our transfer vehicles to non-U.S. launch vehicles. In
both cases, these restrictions could lead to higher launch costs which may have a material adverse impact on our results of operations. Similarly, if we
were unable to secure effective export licensure to authorize the full scope of activity with a foreign partner or supplier, we may be required to make design
changes to spacecraft or updates to our supplier chain, which may result in increased costs to us or delays in vehicle launches.



Our operations are subject to governmental law and regulations relating to environmental matters, which may expose us to significant costs and
liabilities that could negatively impact our financial condition.

We are subject to various international, federal, state, provincial and local environmental laws and regulations relating to the operation of our businesses,
including those governing pollution, the handling, storage, disposal and transportation of hazardous substances and the cleanup of contamination should it
arise. The imposition of more stringent standards or requirements under environmental laws or regulations or a determination that we are responsible for a
release of hazardous substances at our sites could result in significant costs, including cleanup costs, fines, sanctions and third-party claims. In addition, we
could be affected by future regulations imposed in response to concerns over climate change, other aspects of the environment or natural resources.

Our international operations may subject it to greater than anticipated tax liabilities.

The amount of taxes we pay in different jurisdictions depends on the application of the tax laws of various jurisdictions, including the United States, to our
international business activities, changes in tax rates, new or revised tax laws or interpretations of existing tax laws and policies, and our ability to operate
our business in a manner consistent with our corporate structure and intercompany arrangements. The taxing authorities of the jurisdictions in which we
operate may challenge our methodologies for pricing intercompany transactions pursuant to intercompany arrangements or disagree with our
determinations as to the income and expenses attributable to specific jurisdictions. If such a challenge or disagreement were to occur, and our position was
not sustained, we could be required to pay additional taxes, interest, and penalties, which could result in one-time tax charges, higher effective tax rates,
reduced cash flows, and lower overall profitability of our operations. Our financial statements could fail to reflect adequate reserves to cover such a
contingency. Similarly, a taxing authority could assert that we are subject to tax in a jurisdiction where we believe we have not established a taxable
connection, often referred to as a “permanent establishment” under international tax treaties, and such an assertion, if successful, could increase our
expected tax liability in one or more jurisdictions.

Our ability to use net operating loss carryforwards and other tax attributes may be limited.

We have incurred losses during our history, do not expect to become profitable in the near future, and may never achieve profitability. To the extent that
we continue to generate taxable losses, unused losses will carry forward to offset future taxable income, if any, until such unused losses expire, if at all. As
of December 31, 2022, we had approximately $165 million and $178 million net operating loss carryforwards (“NOL”) in our federal and state tax
jurisdictions, respectively. It is possible that we will not generate sufficient taxable income to use these NOLs before their expiration or at all.

Under legislation informally known as the Tax Act, as modified by the Cares Act, U.S. federal net operating loss carryforwards generated in taxable
periods beginning after December 31, 2017, may be carried forward indefinitely, but the deductibility of such net operating loss carryforwards in taxable
years beginning after December 31, 2020, is limited to 80% of taxable income. It is uncertain if and to what extent various states will conform to the Tax
Act or the CARES Act.

In addition, our net operating loss carryforwards are subject to review and possible adjustment by the IRS and state tax authorities. Under Sections 382 and
383 of the Code, our federal net operating loss carryforwards and other tax attributes (such as research tax credits) may become subject to an annual
limitation in the event of certain cumulative ownership changes. An “ownership change” pursuant to Section 382 of the Code generally occurs if one or
more stockholders or groups of stockholders who own at least 5% of a company’s stock increase their ownership by more than 50 percentage points over
their lowest ownership percentage within a rolling three-year period. Our ability to utilize net operating loss carryforwards and other tax attributes to offset
future taxable income or tax liabilities may be limited as a result of any such ownership changes. Similar rules may apply under state tax laws. If we earn
taxable income, such limitations could result in increased future income tax liability and our future cash flows could be adversely affected.



Risks Related to Our Indebtedness

We have a substantial amount of indebtedness and payment obligations that could affect operations and financial condition and prevent us from
fulfilling our obligations under our indebtedness.

As of December 31, 2022, we had a substantial amount of indebtedness, consisting of approximately $176.7 million principal amount of first lien debt and
$100 million principal amount of second lien convertible notes due 2027 issued to Lockheed Martin on October 31, 2022 (the “Convertible Notes due
2027”). In addition, we have $22.5 million of payment obligations owed to the Insider PIPE Investor and under warrants issued to affiliates of Francisco
Partners pursuant to a stock and warrant purchase agreement entered into on March 25, 2022 (the “Stock and Warrant Purchase Agreement”), such warrant
holders have the right to require us to exchange such warrants for $25 million in cash on March 25, 2025. For additional information on the terms of such
indebtedness and payment obligations, see “Management’s Discussion and Analysis of Financial Condition and Results of Operations—Liquidity and
Capital Resources” and Note 5 “Debt” to the consolidated financial statements for a full description of our long-term debt.

Our substantial indebtedness and payment obligations could have important consequences. For example, it could:
 

 •  make it difficult for us to satisfy obligations to holders of our indebtedness;
 

 •  increase our vulnerability to general adverse economic and industry conditions;
 

 •  require the dedication of a substantial portion of cash flow from operations to payments on indebtedness, thereby reducing the availability of
cash flow to fund working capital, capital expenditures, research and development efforts, and other general corporate purposes;

 

 •  limit flexibility in planning for, or reacting to, changes in our business and the industry in which we operate;
 

 •  place us at a competitive disadvantage compared to competitors that have less debt; and
 

 •  limit our ability to borrow additional funds.

Despite our significant leverage, we may incur significant amounts of additional debt, which could further exacerbate the risks associated with our
significant leverage.

Restrictions imposed by our substantial indebtedness could adversely affect our ability to raise additional capital to fund our operations and
dividend policy, limit our ability to react to changes in the economy or our industry and prevent us from making debt service payments.

Restrictions imposed by our outstanding indebtedness under the note purchase agreement we entered into on November 24, 2021 with affiliates of
Francisco Partners (as amended, the “FP Note Purchase Agreement”), the note purchase agreement we entered into on March 8, 2021 with Lockheed
Martin (as amended, the “Lockheed Note Purchase Agreement”), and the convertible note and warrant purchase agreement we entered into with Lockheed
Martin on October 31, 2022 (the “Convertible Note and Warrant Purchase Agreement” and together with the FP Note Purchase Agreement and Lockheed
Note Purchase Agreement, the “Note Purchase Agreements”) may limit our ability to operate our business and to finance our future operations or capital
needs or to engage in other business activities. Each of these agreements contains restrictive covenants that limit our ability to engage in certain types of
activities and transactions that may be in our long-term best interests. In addition, the Note Purchase Agreements include a financial liquidity maintenance
covenant that is tested on a quarterly basis and a financial minimum Consolidated Adjusted EBITDA maintenance covenant that will be tested on a
quarterly basis commencing with the quarter ending June 30, 2024. These covenants restrict our ability and the ability of our restricted subsidiaries, among
other things, to:
 

 •  incur additional indebtedness and create additional liens;



 •  pay dividends on our capital stock or redeem, repurchase, or retire our capital stock or indebtedness;
 

 •  make investments, loans, advances, and acquisitions;
 

 •  repay prior to maturity certain other indebtedness;
 

 •  engage in transactions with our affiliates;
 

 •  sell assets, including capital stock of our subsidiaries; and
 

 •  consolidate or merge.

The failure to comply with those covenants could result in an event of default which, if not cured or waived, could result in the acceleration of all
outstanding indebtedness under the Note Purchase Agreements. In the event our lenders accelerate the repayment of any outstanding indebtedness, we may
not have sufficient cash and assets to repay such indebtedness, which could lead to a breach and acceleration of these obligations, in which event we may
not have sufficient resources to pay and in turn could precipitate an insolvency event of filing.

In addition, the Convertible Note and Warrant Purchase Agreement includes preemptive rights that could impact our ability to raise additional equity
capital and/or require consent or lead to an exercise of preemptive rights that may be dilutive to our share count.

We may not be able to generate sufficient cash to service all of our indebtedness, and we may be forced to take other actions to satisfy our obligations
under our indebtedness that may not be successful.

We have significant indebtedness that could affect operations and financial condition and prevent us from fulfilling our obligations under our
indebtedness. Our ability to make scheduled payments on our debt obligations depends on our financial condition and operating performance, which is
subject to prevailing economic and competitive conditions and to certain financial, business and other factors beyond our control. We may not be able to
maintain a level of cash flows from operating activities sufficient to permit us to pay the principal, premium, if any, and interest on our indebtedness.

If our cash flows and capital resources are insufficient to fund our debt service obligations (including redemption or repayment obligations), we may be
forced to reduce or delay investments and capital expenditures, or to sell assets, seek additional capital through equity or debt financing, or restructure or
refinance our indebtedness. The terms of existing or future debt instruments may restrict us from adopting some of these alternatives. Such financing may
not be available on acceptable terms, or at all, and our failure to raise capital when needed could harm our business. We may sell equity securities or debt
securities in one or more transactions at prices and in a manner as we may determine from time to time. If we sell any such securities in subsequent
transactions, our current investors may be materially diluted. Any debt financing, if available, may involve restrictive covenants and could reduce our
operational flexibility or profitability. If we cannot raise funds on acceptable terms, we may not be able to grow our business or respond to competitive
pressures. In the absence of such operating results and additional debt or equity financings, we could face substantial liquidity problems and might be
required to dispose of material assets or operations to meet our debt service and other obligations.



Risks Related to Being a Public Company

Some members of our management team have limited experience in operating a public company.

Certain of our executive officers have limited experience in the management of a publicly traded company. Our management team may not successfully or
effectively manage the transition to a public company subject to significant regulatory oversight and reporting obligations under federal securities laws.
Their limited experience in dealing with the increasingly complex laws pertaining to public companies could result in an increasing amount of their time
that may be devoted to these activities which will result in less time being devoted to the management and growth of our business. We may not have
adequate personnel with the appropriate level of knowledge, experience and training in the accounting policies, practices or internal control over financial
reporting required of public companies in the U.S. We are in the process of upgrading our finance and accounting systems to an enterprise system suitable
for a public company, and a delay could impact our ability or prevent us from timely reporting our operating results, timely filing required reports with the
SEC and complying with Section 404 of The Sarbanes-Oxley Act of 2002. The failure to maintain compliance with U.S. public company requirements
could subject the company to regulatory inquiries, investigations, sanctions, and penalties, which could materially affect our stock performance,
reputation, financial results, and continued status as a public company. In addition, developing and implementing standards and controls necessary to
achieve the level of accounting standards required of a public company in the U.S. may require costs greater than expected. It is possible that we will be
required to expand our employee base and hire additional employees in future periods to support our operations as a public company, which will increase
our operating costs in such periods.

We are an “emerging growth company,” and our election to comply with the reduced disclosure requirements as a public company may make our
common stock less attractive to investors.

For so long as we remain an “emerging growth company,” as defined in the Jumpstart Our Business Startups Act of 2012 (the “JOBS Act”), we may take
advantage of certain exemptions from various requirements that are applicable to public companies that are not “emerging growth companies,” including
not being required to comply with the independent auditor attestation requirements of Section 404 of the Sarbanes-Oxley Act, reduced disclosure
obligations regarding executive compensation in our periodic reports and proxy statements, being required to provide fewer years of audited financial
statements, and exemptions from the requirements of holding a non-binding advisory vote on executive compensation and stockholder approval of any
golden parachute payments not previously approved.

We may lose our emerging growth company status and become subject to the SEC’s internal control over financial reporting management and auditor
attestation requirements. If we are unable to certify the effectiveness of our internal controls, or if our internal controls have a material weakness, we could
be subject to regulatory scrutiny and a loss of confidence by stockholders, which could harm our business and adversely affect the market price of our
common stock.

As an emerging growth company, we may choose to take advantage of some but not all of these reduced reporting burdens. Accordingly, the information
we provide to our stockholders may be different than the information you receive from other public companies in which you hold stock. In addition, the
JOBS Act also provides that an “emerging growth company” can take advantage of an extended transition period for complying with new or revised
accounting standards. We have elected to take advantage of this extended transition period under the JOBS Act. As a result, our operating results and
financial statements may not be comparable to the operating results and financial statements of other companies who have adopted the new or revised
accounting standards. It is possible that some investors will find our common stock less attractive as a result, which may result in a less active trading
market for our common stock and higher volatility in our stock price.



We have identified material weaknesses in our internal control over financial reporting for the year ending December 31, 2022 and, as a result, we
have determined that our disclosure controls and procedures were not effective.

In connection with the preparation and audit of our financial statements for the year ended December 31, 2022, certain material weaknesses were identified
in our internal control over financial reporting, as described in Part II, Item 9A “Controls and Procedures” of this Annual Report.

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 annual or interim financial statements will not be prevented or detected on a timely basis. In the future, each of the material
weaknesses described above could result in a misstatement of substantially all account balances or disclosures that would result in a material misstatement
to the annual or interim consolidated financial statements that would not be prevented or detected.

We may not be able to complete our evaluation, testing or any required remediation of these material weaknesses in a timely fashion, or at all. The
measures we have taken to date and may take in the future, may not be sufficient to remediate the control deficiencies that led to our material weaknesses
in internal control over financial reporting or that they will prevent or avoid potential future material weaknesses. If we are unable to remediate these
material weaknesses, or if we identify additional material weaknesses in the future or otherwise fail to maintain effective internal control over financial
reporting, we may not be able to accurately or timely report our financial condition or results of operations, which may adversely affect our business,
stock price, reputation and results of operations, result in regulatory proceedings, shareholder litigation or delisting from the NYSE.

The effectiveness of our internal control over financial reporting is subject to various inherent limitations, including cost limitations, judgments used in
decision making, assumptions about the likelihood of future events, the possibility of human error and the risk of fraud. Any failure to design or maintain
effective internal controls over financial reporting or any difficulties encountered in their implementation or improvement could increase compliance costs,
negatively impact share trading prices, or otherwise harm our operating results or cause us to fail to meet our reporting obligations.

If we fail to maintain an effective system of disclosure controls and internal control over financial reporting, our ability to produce timely and accurate
financial statements or comply with applicable regulations could be impaired.

As a public company listed on the NYSE, we are subject to the reporting requirements of the Exchange Act, the Sarbanes-Oxley Act and the NYSE listing
standards. These rules and regulations will continue to increase our legal, accounting, and financial compliance costs, make some activities more difficult,
time-consuming, and costly and place significant strain on our personnel, systems, and resources.

The Sarbanes-Oxley Act requires, among other things, that we maintain effective disclosure controls and procedures and internal control over financial
reporting. We are continuing to develop and refine our disclosure controls and other procedures that are designed to ensure that information required to be
disclosed by us in the reports that we will file with the SEC is recorded, processed, summarized, and reported within the time periods specified in SEC
rules and forms and that information required to be disclosed in reports under the Exchange Act is accumulated and communicated to our principal
executive and financial officers. We are continuing to improve our internal control over financial reporting, which includes hiring additional accounting
and financial personnel to implement such processes and controls. In order to maintain and improve the effectiveness of our disclosure controls and
procedures and internal control over financial reporting, we have expended, and anticipate that we will continue to expend, significant resources, including
accounting-related costs and significant management oversight. If any of these new or improved controls and systems do not perform as expected, we may
continue to experience material weaknesses in our controls.



Our current controls and any new controls that we develop may become inadequate because of changes in conditions in our business. Further, weaknesses
in our disclosure controls and internal control over financial reporting may be discovered in the future. Any failure to develop or maintain effective
controls or any difficulties encountered in their implementation or improvement could harm our results of operations or cause us to fail to meet our
reporting obligations and may result in a restatement of our financial statements for prior periods. Failure to file our periodic reports on a timely basis will
cause us to be ineligible to use short-form registration statements on Form S-3, which may impair our ability to obtain additional capital in a timely
fashion. Any failure to implement and maintain effective internal control over financial reporting also could adversely affect the results of periodic
management evaluations and annual independent registered public accounting firm attestation reports regarding the effectiveness of our internal control
over financial reporting that we will eventually be required to include in our periodic reports that will be filed with the SEC. Ineffective disclosure controls
and procedures and internal control over financial reporting could also cause investors to lose confidence in our reported financial and other information,
which would likely have a negative effect on the trading price of our common stock. In addition, if we are unable to continue to meet these requirements,
we may not be able to remain listed on the NYSE.

Our independent registered public accounting firm is not required to formally attest to the effectiveness of our internal control over financial reporting
until after we are no longer an “emerging growth company” as defined in the JOBS Act. At such time, our independent registered public accounting firm
may issue a report that is adverse in the event it is not satisfied with the level at which our internal control over financial reporting is documented, designed
or operating. Any failure to maintain effective disclosure controls and internal control over financial reporting could have an adverse effect on our
business and results of operations and could cause a decline in the price of our common stock and public warrants.

Risks Related to Ownership of our Securities

We may not be able to satisfy the continued listing standards of the NYSE going forward

Our common stock and public warrants are listed on the NYSE under the symbols “LLAP” and “LLAP WS” respectively. However, an active trading
market for our common stock or warrants may not be sustained. Furthermore, we cannot ensure that we will be able to satisfy the continued listing
standards of the NYSE going forward. If we cannot satisfy the continued listing standards going forward, the NYSE may commence delisting procedures
against us, which could result in our common stock or public warrants being removed from listing on the NYSE. If any of our common stock or public
warrants were to be delisted, the liquidity of our common stock or warrants could be adversely affected and the market price of our common stock or
warrants could decrease. Delisting could also adversely affect our security holders’ ability to trade or obtain quotations on our securities because of lower
trading volumes and transaction delays. These factors could contribute to lower prices and larger spreads in the bid and ask price for our securities. You
may also not be able to resell your common stock or warrants at or above the price you paid for such securities or at all.

The trading price of our securities may be volatile.

The trading price of our common stock is likely to be volatile. The overall stock market has recently experienced extreme volatility. This volatility often
has been unrelated or disproportionate to the operating performance of particular companies. You may not be able to resell your shares at an attractive
price due to a number of factors such as those listed above and the following, to the extent not already stated:
 

 •  results of operations that vary from the expectations of securities analysts and investors;
 

 •  results of operations that vary from those of our competitors;
 

 •  the impact of the COVID-19 Pandemic and its effect on our business and financial conditions;



 •  changes in expectations as to our future financial performance, including financial estimates and investment recommendations by securities
analysts and investors;

 

 •  declines in the market prices of stocks generally;
 

 •  strategic actions by us or our competitors;
 

 •  announcements by us or our competitors of significant contracts, acquisitions, joint ventures, other strategic relationships or capital
commitments;

 

 •  any significant change in our management;
 

 •  changes in general economic or market conditions or trends in our industry or markets;
 

 •  changes in business or regulatory conditions, including new laws or regulations or new interpretations of existing laws or regulations
applicable to our business;

 

 •  future sales of our common stock or other securities;
 

 •  the dilution to our stockholders from the exercise of our existing warrants into common stock;
 

 •  investor perceptions or the investment opportunity associated with our common stock relative to other investment alternatives;
 

 •  public’s response to press releases or other public announcements by us or third parties, including our filings with the SEC;
 

 •  litigation involving us, our industry, or both, or investigations by regulators into our operations or those of our competitors;
 

 •  guidance, if any, that we provide to the public, any changes in this guidance or our failure to meet this guidance;
 

 •  the development and sustainability of an active trading market for our stock;
 

 •  actions by institutional or activist stockholders;
 

 •  changes in accounting standards, policies, guidelines, interpretations or principles; and
 

 •  other events or factors, including those resulting from natural disasters, war, acts of terrorism or responses to these events.

These broad market and industry fluctuations may adversely affect the market price of our common stock, regardless of our actual operating performance.
In addition, price volatility may be greater if the public float and trading volume of our common stock is low.

In the past, following periods of market volatility, stockholders have instituted securities class action litigation. If we were involved in securities litigation,
it could have a substantial cost and divert resources and the attention of executive management from our business regardless of the outcome of such
litigation.

Because there are no current plans to pay cash dividends on our common stock for the foreseeable future, you may not receive any return on
investment unless you sell your common stock for a price greater than that which you paid for it.

We intend to retain future earnings, if any, for future operations, expansion and debt repayment (if any) and there are no current plans to pay any cash
dividends for the foreseeable future. The declaration, amount and payment of any future dividends on shares of our common stock will be at the sole
discretion of our board of directors (the “Board”). The Board may take into account general and economic conditions, our financial condition and results
of operations, our available cash and current and anticipated cash needs, capital requirements, contractual, legal, tax, and regulatory restrictions,
implications on the payment of dividends by us to our stockholders or by our subsidiaries to it and such other factors as the Board may deem relevant. In
addition, our ability to pay dividends is limited by covenants of our existing and outstanding indebtedness, including the Francisco Partners Facility, and
may be limited by covenants of any future indebtedness we incur. As a result, you may not receive any return on an investment in our common stock
unless you sell our common stock for a price greater than that which you paid for it.



If securities analysts do not publish research or reports about our business or if they downgrade our common stock or our industry, the Company’s
stock price and trading volume could decline.

The trading market for our common stock will rely in part on the research and reports that industry or financial analysts publish about us or our business.
We do not control these analysts. In addition, some financial analysts may have limited expertise with the Company’s model and operations. Furthermore,
if one or more of the analysts who do cover us downgrade our stock or industry, or the stock of any of our competitors, or publish inaccurate or
unfavorable research about our business, the price of our common stock could decline. If one or more of these analysts ceases coverage of the Company or
fails to publish reports on it regularly, we could lose visibility in the market, which in turn could cause our stock price and/or trading volume to decline.

Continental Stock Transfer & Trust Company (“Continental”), our Transfer Agent, controls the transfer of our securities upon issuance and a failure
by Continental to perform its functions for us effectively may adversely affect our operations.

There is no assurance that Continental will be able to effectively provide transfer agent and registrar services to us. Furthermore, Continental will be
responsible for supervising third party service providers who may, at times, be responsible for executing certain transfer agent and registrar services. If
Continental fails to perform its functions for us effectively, our operations may be adversely affected and the value of our investors’ stockholdings may be
negatively impacted.

Item 1B. Unresolved Staff Comments.

Not applicable.

Item 2. Properties.

As of December 31, 2022, our principal corporate and engineering offices are located in Boca Raton, Florida, Melbourne, Florida, Irvine, California, and
Torino, Italy. Our facilities used for satellite manufacturing, assembly, integration, and testing are located in Irvine, California (approximately 98,000
square feet), Santa Maria, California (approximately 18,000 square feet), and Torino, Italy (approximately 4,000 square feet). In February 2023, we
executed a lease for approximately 94,000 square feet of additional manufacturing and assembly space in Irvine, California. All of our properties are
subject to long-term operating leases.

We also operate from a global network of approximately 50 ground stations, pairing our own ground stations with partner ground stations where we
purchase access as needed.

We believe our properties are adequate and suitable for our business and are adequately maintained.

Additional information in response to this Item is included in Note 15 “Leases” in the notes to the consolidated financial statements and is incorporated by
reference into Part I of this Annual Report. Our consolidated financial statements and the accompanying notes to the consolidated financial statements are
filed as part of this Annual Report under Item 15 “Exhibit and Financial Statement Schedules” and are set forth beginning on page F-1 immediately
following the signature pages of this Annual Report.



Item 3. Legal Proceedings.

We are subject to claims and lawsuits in the ordinary course of business, such as contractual disputes and employment matters. We are also subject to
regulatory and governmental examinations, information requests and subpoenas, inquiries, investigations, and threatened legal actions and proceedings.

Additional information in response to this Item is included in Note 12 “Commitments and Contingencies” in the notes to the consolidated financial
statements under the heading “Litigation and Other Legal Matters” and is incorporated by reference into Part I of this Annual Report. Our consolidated
financial statements and the accompanying notes to the consolidated financial statements are filed as part of this Annual Report under Item 15 “Exhibit and
Financial Statement Schedules” and are set forth beginning on page F-1 immediately following the signature pages of this Annual Report.

Item 4. Mine Safety Disclosures.

Not applicable.



PART II

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities.

Market Information

We have two classes of authorized capital stock, common stock and preferred stock.

Beginning on March 28, 2022, our common stock and public warrants began trading on the NYSE under the symbols “LLAP” and “LLAP WS,”
respectively. From March 2021 until the consummation of the Tailwind Two Merger, our common stock and public warrants were publicly traded on the
NYSE under the symbols “TWNT” and “TWNT WS,” respectively.

As of December 31, 2022, there are no shares of our preferred stock issued and outstanding. There is no established public trading market for shares of our
preferred stock.

Holders of Record

As of March 15, 2023 the number of stockholders of record of our common stock was 54, which does not include the number of stockholders who hold
our common stock through banks, brokers, and other financial institutions.

Dividends

We have never declared or paid any dividends on our common stock. We intend to retain future earnings, if any, for future operations, expansion, and debt
repayment (if any) and there are no current plans to pay any cash dividends for the foreseeable future.

Recent Sales of Unregistered Securities

We have not made any sales of unregistered equity securities that were not previously reported in a Quarterly Report on Form 10-Q or in a Current Report
on Form 8-K.

Purchases of Equity Securities by the Issuer

None.

Equity Compensation Plan Information

Information about our equity compensation plans is incorporated herein by reference to Part III, Item 12 of this Annual Report.

Item 6. [Reserved]

Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

The following discussion and analysis should be read in conjunction with our consolidated financial statements and the related notes thereto included
elsewhere in this Annual Report. This section is intended to (i) provide material information relevant to the assessment of our results of operations and
cash flows; (ii) enhance the understanding of our financial condition, changes in financial condition, and results of operations; and (iii) discuss material
events and uncertainties known to management that are reasonably likely to cause reported financial information not to be necessarily indicative of future
performance or of future financial condition.



The following discussion and analysis contains forward-looking statements about our business, operations, and financial performance based on current
plans and estimates involving risks, uncertainties, and assumptions, which could differ materially from actual results. Factors that could cause such
differences are discussed in the sections of this Annual Report titled Item 1A “Risk Factors” and “Cautionary Statements Regarding Forward-Looking
Statements.” Additionally, our historical results are not necessarily indicative of the results that may be expected for any period in the future.

BUSINESS AND BASIS OF PRESENTATION

We are a leading manufacturer of satellite products primarily serving the U.S. aerospace and defense industry. We provide end-to-end satellite solutions by
combining satellite design, production, launch planning, mission operations, and on-orbit support to meet the needs of our military, civil, and commercial
customers. We have a foreign subsidiary based in Torino, Italy.

All financial information presented in this section has been prepared in U.S. dollars in accordance with GAAP, excluding our Non-GAAP measures, and
includes the accounts of Terran Orbital Corporation and its subsidiaries. All intercompany transactions have been eliminated.

We evaluate and report financial and operating information in one segment. Prior to the fourth quarter of 2022, we had two operating and reportable
segments: Satellite Solutions and Earth Observation Solutions. The Satellite Solutions segment primarily consisted of the design and manufacture of
satellites on behalf of its customers, while the Earth Observation Solutions segment was created to develop, build, launch, and operate a constellation of
company-owned Earth observation satellites featuring SAR capabilities to provide Earth observation data and mission solutions. The Earth Observation
Solutions segment was in its developmental stage, had not completed any of the intended company-owned satellites, and did not generate any material
revenue.

In October 2022, we re-assessed our liquidity and capital resources and determined to focus our production capacity on fulfilling existing and future
customer contracts. We determined the most financially efficient method of providing advanced satellite imagery is to offer our Earth observation
satellites as a product that customers can order as opposed to building a company-owned and operated constellation. Accordingly, the manner in which the
CODM evaluates performance and allocates resources changed. Beginning in the fourth quarter of 2022, we report our results as a single operating and
reportable segment on a consolidated basis. Where applicable, prior periods have been retrospectively adjusted to reflect our current operating and
reportable segment structure.

FACTORS AFFECTING OPERATING RESULTS

Our financial success is based on our ability to deliver high quality products and services on a timely basis and at a cost-effective price for our customers.
With the majority of our contracts with customers reflecting firm fixed pricing structures, our gross profit is dependent on the efficient and effective
execution of our contracts. Our ability to maximize gross profit may be impacted by, but not limited to, unanticipated cost overruns, disruptions in our
supply chains, and learning curve and non-recurring engineering costs related to our contracts with customers. Furthermore, our overall profitability may
be impacted by our internal research and development initiatives associated with developing new and innovative technology, including the expansion of
our offerings to include additional satellite bus designs, payload solutions, satellite subassemblies and components, and other defense-related products.

From time to time, we may strategically enter into contracts with low or negative margins relative to other contracts or that are at risk of cost overruns.
This may occur due to strategic decisions built around positioning ourselves for future contracts or to enhance our product and service offerings. However,
in some instances, loss contracts may occur from unforeseen cost overruns which are not recoverable from the customer. We establish loss reserves on
contracts in which the cost estimate-at-completion (”EAC”) exceeds the estimated revenue. The loss reserves are recorded in the period in which a loss is
determined. Our reference to adjustments to EAC in the context of describing our results of operations includes net changes during the period in our
aggregate program contract values, estimated costs at completion and other program estimates, and include the impact of cost overruns and recognition of
loss reserves.



We are actively expanding our headcount, manufacturing facilities, and office space in order to position ourselves to be awarded, and have the capacity to
execute on larger contracts with recurring revenue opportunities. These growth initiatives, which were originally planned to be developed in Florida’s
Space Coast, are principally located in Irvine, California near our existing facilities. Our existing portfolio of contracts includes multiple-satellite
constellations as well as several technology demonstrations, prototypes, and studies with the potential for option exercises or follow-on contracts for
multiple-satellite constellations. Accordingly, we are incurring a heightened level of operating expenses in advance of larger customer awards. These
opportunities are subject to numerous uncertainties, including but not limited to: the customer may withdraw the opportunity, we may not submit a
proposal, or we may not win a contract award or the full value of the award.

We may experience variability in the profitability of our contracts in the future and such future variability may occur at levels and frequencies different
from historical experience. Such variability in profitability may be due to strategic decisions, cost overruns, or other circumstances within or outside of our
control. Accordingly, our historical experience with profitability on our contracts is not indicative or predictive of future experience.

COVID-19 Pandemic

The COVID-19 Pandemic has negatively impacted the global economy, disrupted global supply chains, and created significant volatility and disruption in
the financial and capital markets. The COVID-19 Pandemic has contributed to a worldwide shortage of certain electronic components which has resulted
in longer than historically experienced lead times for such electronic components. The reduced availability of electronic components used in our operations
has negatively affected our timing and ability to deliver products and services to customers as well as increased the costs of such components in recent
periods. In an effort to manage this disruption to our supply chain, we have focused on accumulating critical components to ensure an appropriate level of
supply is available when needed.

We have considered the ongoing and pervasive economic impact of the COVID-19 Pandemic in our assessment of our financial position, results of
operations, cash flows, and certain accounting estimates as of and for the periods presented. Due to the evolving and uncertain nature of the COVID-19
Pandemic, it is possible that the effects of the COVID-19 Pandemic could materially impact our estimates and financial results in future reporting periods.

RECENT DEVELOPMENTS

The comparability of our results of operations has been impacted by the following events:

Tailwind Two Merger

Prior to March 25, 2022, Tailwind Two was a publicly listed special purpose acquisition company incorporated as a Cayman Islands exempted company.
On March 25, 2022, the Tailwind Two Merger was completed. In connection with the Tailwind Two Merger, Tailwind Two filed a notice of deregistration
with the Cayman Islands Registrar of Companies and filed a certificate of incorporation and a certificate of corporate domestication with the Secretary of
State of the State of Delaware, resulting in Tailwind Two becoming a Delaware corporation and changing its name from Tailwind Two to Terran Orbital
Corporation. The Tailwind Two Merger resulted in Legacy Terran Orbital becoming a wholly-owned subsidiary of Terran Orbital Corporation.

As a result of the Tailwind Two Merger, all of Legacy Terran Orbital’s issued and outstanding common stock was converted into shares of Terran Orbital
Corporation’s common stock using an exchange ratio of 27.585 shares of Terran Orbital Corporation’s common stock per each share of Legacy Terran
Orbital’s common stock. In addition, Legacy Terran Orbital’s convertible preferred stock and certain warrants were exercised and converted into shares of
Legacy Terran Orbital’s common stock immediately prior to the Tailwind Two Merger, and in turn, were converted into shares of Terran Orbital
Corporation’s common stock as a result of the Tailwind Two Merger. Further, in



connection with the Tailwind Two Merger, Legacy Terran Orbital’s share-based compensation plan and related share-based compensation awards were
canceled and exchanged or converted, as applicable, with a new share-based compensation plan and related share-based compensation awards of Terran
Orbital Corporation.

While Legacy Terran Orbital became a wholly-owned subsidiary of Terran Orbital Corporation, Legacy Terran Orbital was deemed to be the acquirer in
the Tailwind Two Merger for accounting purposes. Accordingly, the Tailwind Two Merger was accounted for as a reverse recapitalization, in which case
our consolidated financial statements represent a continuation of Legacy Terran Orbital and the issuance of common stock in exchange for the net assets of
Tailwind Two recognized at historical cost and no recognition of goodwill or other intangible assets. Operations prior to the Tailwind Two Merger are
those of Legacy Terran Orbital and all share and per-share data included in these consolidated financial statements have been retrospectively adjusted to
give effect to the Tailwind Two Merger. In addition, the number of shares subject to, and the exercise price of, the Company’s outstanding options and
warrants were adjusted to reflect the Tailwind Two Merger. The treatment of the Tailwind Two Merger as a reverse recapitalization was based upon the
pre-merger shareholders of Legacy Terran Orbital holding the majority of the voting interests of Terran Orbital Corporation, Legacy Terran Orbital’s
existing management team serving as the initial management team of Terran Orbital Corporation, Legacy Terran Orbital’s appointment of the majority of
the initial board of directors of Terran Orbital Corporation, and Legacy Terran Orbital’s operations comprising the ongoing operations of the Company.

In connection with the Tailwind Two Merger, approximately $29 million of cash and marketable securities held in trust, net of redemptions by Tailwind
Two’s public shareholders, became available for use to Terran Orbital Corporation as well as proceeds received from the contemporaneous sale of
common stock in connection with the closing of a PIPE investment with a contractual amount of $51 million (the “PIPE Investment”). In addition, the
Company received additional proceeds from the issuance of debt contemporaneously with the Tailwind Two Merger. The cash raised was used for general
corporate purposes, the partial paydown of debt, the payment of transaction costs and the payment of other costs directly or indirectly attributable to the
Tailwind Two Merger.

Beginning on March 28, 2022, Terran Orbital Corporation’s common stock and public warrants began trading on the NYSE under the symbols “LLAP”
and “LLAP WS,” respectively.

Refer to the discussions below under “Liquidity and Capital Resources” and Note 5 “Debt” in the notes to the consolidated financial statements for further
details regarding our financing transactions.

Public Company Costs

As a result of the Tailwind Two Merger, we have incurred and will continue to incur additional legal, accounting, board compensation, and other expenses
that we did not previously incur as a privately-owned company. These increase in costs include compliance with the Sarbanes-Oxley Act of 2002 as well
as other corporate governance rules implemented by the SEC and the NYSE. Our financial statements for the periods following the Tailwind Two Merger
reflect, and will continue to reflect, the impact of these incremental expenses.

Rivada Agreement

During February 2023, we entered into an agreement with Rivada providing for the development, production, and operation of 300 satellites, inclusive of
12 in-orbit spares and ground station equipment, for a total purchase price of approximately $2.4 billion. The agreement also includes options for additional
satellites, equipment, and services, including an option for the purchase of an additional 300 satellites. Performance under the agreement will be split into a
developmental phase, with amounts billed on a time and materials basis, and a firm fixed price production phase. Rivada has an option to terminate the
agreement for convenience at any time and for any reason, which would result in a termination fee for work performed up to such termination. In addition,
the agreement includes termination provisions for default in the event of missed delivery targets or deadlines, insolvency, or other failures to perform,
which could result in the refund of all amounts paid up to such termination. Whether we ultimately recognize revenue



and profit on this contract is subject to a number of uncertainties including, among other things, our ability to successfully perform our obligations,
increase our manufacturing capacity, and deliver operational satellites in a timely manner and Rivada’s continuing ability to fund contract performance and
maintain its regulatory licenses for its operations.

KEY PERFORMANCE INDICATORS

We view growth in backlog as a key measure of our business growth. Backlog represents the estimated dollar value of executed contracts and exercised
contract options, including both funded (firm orders for which funding is authorized and appropriated) and unfunded portions of such contracts, for which
work has not been performed (also known as the remaining performance obligations on a contract). Backlog excludes contracts in which we recognize
revenue in proportion to the amount we have the right to invoice for services performed and does not include unexercised contract options and potential
orders under indefinite delivery/indefinite quantity contracts. Although backlog reflects business associated with contracts that are considered to be firm,
terminations, amendments or contract cancellations may occur, which could result in a reduction in our total backlog.

Our backlog totaled $170.8 million and $73.9 million as of December 31, 2022 and 2021, respectively. The increase in backlog was primarily due to the
award to build 42 satellites for the U.S. Space Development Agency’s (“SDA”) Tranche 1 of the Transport Layer. The award is in addition to the 10
satellites we completed for the SDA’s Tranche 0 of the Transport Layer. The increase in backlog was partially offset by revenue recognized and
terminations that occurred during the period.

As of December 31, 2022, programs associated with Lockheed Martin represented approximately 81% of our backlog.

During early 2023, approximately $20.0 million of our backlog as of December 31, 2022 was terminated by the customers for convenience.

LIQUIDITY AND CAPITAL RESOURCES

Liquidity

We have historically funded our operations primarily through the issuance of debt and equity securities. Our short-term liquidity requirements include
initiatives related to (i) expansion of existing facilities and upgrade of equipment in order to increase operational capacity, (ii) recruitment of additional
employees to meet operational needs, (iii) upgrade of information technology, (iv) research and development initiatives, and (v) continued buildout of
corporate functions and public company compliance requirements, inclusive of accounting and legal fees. Our long-term liquidity requirements include
initiatives related to (i) design and development of payload solutions, (ii) expansion of advanced manufacturing and assembly facilities and capabilities,
and (iii) development of new satellite components, infrastructure, and software. The timing and amount of spend on these initiatives may be materially
delayed, reduced, and canceled as a result of the level of our financial resources and available financing opportunities. Additionally, our liquidity
requirements include the repayment of debt and other payment obligations incurred as a result of the Tailwind Two Merger and other financing
transactions. Our sources of liquidity include cash generated from operations, potential proceeds from the exercise of warrants, and potential proceeds
from the issuance of debt and/or equity securities, inclusive of sales of common stock through our Committed Equity Facility (as defined below).

Certain warrants issued to affiliates of Francisco Partners provide the right to require us to exchange such warrants (in full but not in part) for $25 million
in cash on March 25, 2025. If such warrant holders exercise their exchange right on March 25, 2025, then it will require us to make a $25 million cash
payment, which would reduce the amount of cash available at such time to fund our operations and execute our business plan, and the amount of such
future cash payment could have a material adverse effect on our financial position and cash flows at such time. Further, in the event such warrant holders
exercise their right and we are unable to make the cash redemption payment on March 25, 2025, such failure for us to pay would constitute an event of
default under our outstanding debt instruments, which, if not cured or waived could result in the acceleration of all outstanding indebtedness under such
debt instruments. Other than such warrants, no investors have the right to sell back shares or other securities to us or have any forward purchase
agreements with us.



We believe that there are no assurances that holders of our warrants will elect to exercise for cash any or all of such warrants and that the likelihood that
warrant holders will exercise their warrants is dependent upon the market price of our common stock. As of March 21, 2023, the market price of our
common stock is less than the exercise price for all warrants. Furthermore, the initial resale of our common stock by existing shareholders could result in a
significant decline in the public trading price of our common stock. These sales, or the possibility that these sales may occur may make it more difficult for
us to sell equity securities in the future at a time and at a price that we deem appropriate. We believe that based on the current trading prices of our
common stock it is unlikely that we will receive cash proceeds from the exercise of warrants in the next twelve months. Accordingly, we have not relied
upon, and are not dependent upon, the receipt of the cash proceeds from the exercise of warrants as a source of liquidity to fund our operations in the next
twelve months. The exercise of any or all of the warrants outstanding as of December 31, 2022 for cash would result in an increase in our liquidity, with an
aggregate maximum amount of proceeds to be received of approximately $382.5 million.

As of December 31, 2022, we had $93.6 million of cash and cash equivalents, which included $1.9 million of cash and cash equivalents held by our
foreign subsidiary. We are not presently aware of any restrictions on the repatriation of our foreign cash and cash equivalents; however, the earnings of our
foreign subsidiary are essentially considered permanently invested in the foreign subsidiary. If these funds were needed to fund operations or satisfy
obligations in the U.S., they could be repatriated and their repatriation into the U.S. may cause us to incur additional foreign withholding taxes. We do not
currently intend to repatriate these earnings.

In order to proceed with our strategic business plan, we will need to raise additional funds in the future through the issuance of additional debt, equity
(including additional equity through our Committed Equity Facility, as defined below), or other commercial arrangements, which may not be available to
us when needed or on terms that we deem to be favorable. To the extent we raise additional capital through the sale of equity or convertible securities, the
ownership interest of our shareholders will be diluted, and the terms of these securities may include liquidation or other preferences that adversely affect
the rights of common shareholders. Debt financing and preferred equity financing, if available, may involve agreements that include covenants limiting or
restricting our ability to take specific actions, such as incurring additional debt, making acquisitions or capital expenditures or declaring dividends. If we
are unable to obtain sufficient financial resources, our business, financial condition and results of operations may be materially and adversely affected. We
may be required to delay, limit, reduce or terminate parts of our strategic business plan or future commercialization efforts. There can be no assurance that
we will be able to obtain financing on acceptable terms.

Furthermore, our ability to meet our debt service obligations and other capital requirements depends on our future operating performance, which is subject
to future general economic, financial, business, competitive, legislative, regulatory, and other conditions, many of which are beyond our control. Changes
in our operating plans, material changes in anticipated sales, increased expenses, acquisitions, or other events may cause us to seek equity and/or debt
financing in future periods.



Long-term Debt

As of December 31, 2022, long-term debt was comprised of the following (including accrued interest paid-in-kind):

(in thousands)

Description   Issued    Maturity    Interest Rate  
Interest
Payable    

December 31,
2022  

Francisco Partners Facility    November 2021    April 2026    9.25%    Quarterly   $ 120,023 
Senior Secured Notes due 2026(1)

   March 2021     April 2026    
9.25% and

11.25%
 
   Quarterly    56,741 

Convertible Notes due 2027(2)

   October 2022     
October

2027
 
    10.00%    Quarterly    101,699 

PIPE Investment Obligation(3)

   March 2022    
 December

2025     N/A    N/A     22,500 
Equipment Financings(4)           859 
Finance leases           411 
Unamortized deferred issuance costs           (3,073) 
Unamortized discount on debt           (148,801) 

        

Total debt           150,359 
        

Current portion of long-term debt           7,739 
        

Long-term debt          $ 142,620 
        

 
(1) - $31.7 million of the outstanding indebtedness incurs annual interest at 11.25%, of which 2.00% is payable-in-kind at our option.
(2) - Interest is payable-in-kind at our option. Principal and interest prior to maturity are convertible into common stock at a conversion price of $2.898

per share at the holder’s option.
(3) - Requires quarterly repayment of $1.875 million, which is payable in cash or common stock at our option.
(4) - Consists of equipment financing debt agreements with maturities through July 2028, annual interest rates ranging from 6.25% to 6.50%, and

requiring monthly payments of interest and principal.
N/A - Not meaningful or applicable.

Our primary debt agreements contain a liquidity maintenance financial covenant requiring us to have an aggregate amount of unrestricted cash and cash
equivalents of at least $20 million plus 15% of certain aggregated funded indebtedness for each fiscal quarter subsequent to December 31, 2022. In
addition, our primary debt agreements contain a covenant requiring us to at least break even, on a trailing twelve month basis, on EBITDA (as defined in
our underlying note agreements) by June 30, 2024. Our inability to raise capital through debt or equity financings or the lack of improvements in our
operating results may negatively impact our compliance with these financial covenants.



Refer to Note 5 “Debt” in the notes to the consolidated financial statements for a full description of our long-term debt.

Warrants and Derivatives

As of December 31, 2022, our liability-classified warrants and derivatives were comprised of the following:
 

(in thousands, except share and per share amounts)   

Number of
Issuable

Shares as of
December 31,

2022    Issuance    Maturity    
Exercise/Conversion

Price    
December 31,

2022  
Public Warrants

   19,221,960    
March

2021
 
    

March
2027

 
   $ 11.50   $ 1,922 

Private Placement Warrants
   78,000    

March
2021

 
    

March
2027

 
   $ 11.50    8 

FP Combination Warrants(1)

   8,291,704    
March

2022
 
    

March
2027

 
   $ 10.00    18,573 

2027 Warrants
   17,253,279    

October
2022

 
    

October
2027

 
   $ 2.898    13,707 

Conversion Option Derivative(2)

   35,092,695    
October

2022
 
    

October
2027

 
   $ 2.898    5,740 

          

Warrant and derivative liabilities    79,937,638         $ 39,950 
          

 
(1) - Holders have the right to exchange the warrants for a $25 million cash payment on March 25, 2025.
(2) - Represents the bifurcated embedded derivative associated with the Convertible Notes due 2027’s conversion option.

In connection with the Tailwind Two Merger, we issued 2.8 million warrants to Lockheed Martin and Beach Point Capital at a strike price of $10.00 per
share expiring on March 25, 2027 (the “Combination Warrants”). The Combination Warrants represent equity-classified financial instruments and are
excluded from the table above.

Refer to Note 6 “Warrants and Derivatives” in the notes to the consolidated financial statements for a full description of our warrants and derivatives.

Committed Equity Facility

On July 5, 2022, we entered into a common stock purchase agreement (the “Committed Equity Facility”) with B. Riley Principal Capital II, LLC (”B.
Riley”) giving us the right, but not the obligation, to sell to B. Riley over a 24-month period up to the lesser of (i) $100 million of newly issued shares of
our common stock and (ii) 27,500,000 shares of our common stock. The price per share of common stock sold by us to B. Riley is determined by
reference to the volume weighted average price of our common stock as defined within the Committed Equity Facility less a 3% discount, subject to
certain limitations and conditions. The total net proceeds that we will receive under the Committed Equity Facility will depend on the frequency and prices
at which we sell common stock to B. Riley.



As of December 31, 2022, the remaining availability under the Committed Equity Facility was the lesser of 27,077,304 shares of common stock or
$98.2 million of proceeds from the sale and issuance of common stock.

Refer to Note 8 “Mezzanine Equity and Shareholders’ Deficit” to the consolidated financial statements for a full description of the Committed Equity
Facility.

Dividends

We intend to retain future earnings, if any, for future operations, expansion, and debt repayment (if any) and there are no current plans to pay any cash
dividends for the foreseeable future. In addition, our ability to pay dividends is limited by covenants of our existing and outstanding indebtedness and may
be limited by covenants of any future indebtedness. There are no current restrictions in the covenants of our existing and outstanding indebtedness on our
wholly-owned subsidiaries from distributing earnings in the form of dividends, loans, or advances and through repayment of loans or advances to Terran
Orbital Corporation.

Following the Tailwind Two Merger, our existing and outstanding indebtedness allows for the declaration and payment of dividends or prepayment of
junior debt obligations in cash subject to certain limitations.

Other Material Cash Requirements

In addition to debt service requirements on our long-term debt and any payment obligations on our warrants and derivatives, we have certain short-term
and long-term cash requirements under operating leases and certain other contractual obligations and commitments.

Operating Leases

As of December 31, 2022, our expected future lease payments, including interest, for operating leases totaled approximately $51.2 million, with
approximately $6.7 million due in 2023.

In February 2023, we executed an operating lease for manufacturing and assembly space with an original lease term of 124 months commencing no later
than in February 2024 and with total future minimum base rent payments of approximately $34.5 million.

Refer to Note 15 “Leases” in the notes to the consolidated financial statements for a full description of our operating leases.

Purchase Commitments

Our material cash requirements for purchases of goods or services entered into in the ordinary course of business, including purchase orders and contractual
obligations, primarily relate to materials and services required to manufacture, assemble, integrate, and test satellites and satellite buses in connection with
satisfying our customer contracts.

As of December 31, 2022, our material contractual obligations entered into the ordinary course of business included a purchase commitment of
$22.4 million for the procurement of components related to a customer program. As of December 31, 2022, approximately $14.6 million of the
commitment was outstanding.

In connection with the Tailwind Two Merger, we entered into commercial agreements to purchase $20 million of goods and services over three years from
two affiliates of a PIPE investor. As of December 31, 2022, approximately $17.2 million of purchase obligations remained outstanding under these
commercial agreements.



Off-Balance Sheet Arrangements

As of December 31, 2022, we do not have any material off-balance sheet arrangements other than the Combination Warrants, which are described above.
The Combination Warrants are both indexed to and classified as equity under GAAP.

Revenue Recognition

The majority of our contracts with customers relate to the creation of specialized assets that do not have alternative use and entitle the us to an enforceable
right to payment for performance completed to date. Accordingly, we generally recognize revenue over time using the cost-to-cost input method.

The recognition of revenue over time using the cost-to-cost input method is dependent on our EAC, which is subject to many variables and requires
significant judgment. EAC represents the total estimated cost-at-completion and is comprised of direct material, direct labor and manufacturing overhead
applicable to a performance obligation. There is a company-wide standard and periodic EAC process in which we review the progress and execution of
outstanding performance obligations. As part of this process, we review information including, but not limited to, any outstanding key contract matters,
progress towards completion and the related program schedule, identified risks and opportunities and the related changes in estimates of revenues and
costs. The risks and opportunities include our judgments about the ability and cost to achieve the schedule (e.g., the number and type of milestone events),
technical requirements (e.g., a newly-developed product versus a mature product) and other contract requirements. We must make assumptions and
estimates regarding labor productivity and availability, the complexity of the work to be performed, the availability of materials, the length of time to
complete the performance obligation (e.g., to estimate increases in wages and prices for materials and related support cost allocations), execution by
subcontractors, the availability and timing of funding from customers and overhead cost rates, among other variables.

Based on the results of the periodic EAC process, any adjustments to revenue, cost of sales, and the related impact to gross profit are recognized on a
cumulative catch-up basis in the period they become known. These adjustments may result from positive program performance, and may result in an
increase in gross profit during the performance of individual performance obligations, if it is determined the Company will be successful in mitigating
risks surrounding the technical, schedule and cost aspects of those performance obligations or realizing related opportunities. Likewise, these adjustments
may result in a decrease in gross profit if it is determined the Company will not be successful in mitigating these risks or realizing related opportunities. A
significant change in one or more of these estimates could affect the profitability of one or more of the Company’s performance obligations.

Some of our long-term contracts contain award fees, incentive fees, or other provisions that can either increase or decrease the transaction price. These
variable amounts generally are awarded upon achievement of certain performance metrics, program milestones or cost targets and can be based upon
customer discretion. Variable consideration is estimated at the most likely amount to which the Company is expected to be entitled. Estimated amounts are
included in the transaction price to the extent it is probable that a significant reversal of cumulative revenue recognized will not occur when the uncertainty
associated with the variable consideration is resolved. Estimates of variable consideration and determination of whether to include estimated amounts in
the transaction price are based largely on an assessment of our anticipated performance and all information (historical, current, and forecasted) that is
reasonably available. The unfunded portion of enforceable contracts are accounted for as variable consideration.

For contracts in which the U.S. Government is the ultimate customer, we follow U.S. Government procurement and accounting standards in assessing the
allowability and the allocability of costs to contracts. Due to the significance of the judgments and estimation processes, it is likely that materially different
amounts could be recorded if different assumptions were used or if the underlying circumstances were to change. We monitor the consistent application of
its critical accounting policies and compliance with contract accounting. Business operations personnel conduct periodic contract status and performance
reviews. When adjustments in estimated contract revenues or costs are



determined, any material changes from prior estimates are included in earnings in the current period. Also, regular and recurring evaluations of contract
cost, scheduling and technical matters are performed by personnel who are independent from the business operations personnel performing work under the
contract. Costs incurred and allocated to contracts with the U.S. Government are subject to audit by the Defense Contract Audit Agency for compliance
with regulatory standards.

When the estimated cost-at-completion exceeds the estimated revenue to be earned for a performance obligation, we record a reserve for the anticipated
losses in the period the loss is determined.

Fair Value Measurements

The measurement of our share-based compensation awards and warrant and derivative liabilities are based on the fair value of our common stock.

Prior to the Tailwind Two Merger, there was no public market for Legacy Terran Orbital’s common stock. As such, the estimated fair value of Legacy
Terran Orbital’s common stock was subject to a significant level of estimation uncertainty, as described below. Following the Tailwind Two Merger, there
is a public market for Terran Orbital Corporation’s common stock and certain warrant and derivative liabilities. Accordingly, the fair value of Terran
Orbital Corporation’s common stock and applicable warrant and derivative liabilities is based on the closing price on the relevant valuation date as
reported on the NYSE, thereby eliminating the significant level of estimation uncertainty.

Fair Value of Legacy Terran Orbital’s Common Stock

In the absence of a public market for the Legacy Terran Orbital’s common stock, the valuation of its common stock has been determined using an option
pricing model, which considers the guideline publicly-traded company method, guideline transaction method, market calibration method and discounted
cash flow method.

For purposes of estimating the fair value of Legacy Terran Orbital’s common stock, the option pricing model was used to allocate the total enterprise value
of Legacy Terran Orbital to the different classes of equity as of the valuation date. Under the option pricing model, the fair value of common stock was
estimated as the net value of a series of call options, representing the present value of the expected future returns to common shareholders. The rights of the
common shareholders were equivalent to a call option on any value above the preferred shareholders’ liquidation preferences, adjusted to account for the
rights of conversion or participation retained by the preferred shareholders, as applicable. Thus, the common stock could have been valued by estimating
the incremental value the common stock shares in each of these call option rights.

The significant assumptions used in the option pricing model included:
 

 •  Total enterprise value of Legacy Terran Orbital based on the guideline publicly-traded company method, guideline transaction method,
market calibration method and discounted cash flow method;

 

 •  Liquidation preferences, conversion values, and participation thresholds of different equity classes;
 

 •  Probability-weighted time to a liquidity event;
 

 •  Expected volatility based upon the historical and implied volatility of common stock for selected peers;
 

 •  Expected dividend yield of zero as there was no history or plan of declaring dividends on its common stock;
 

 •  Risk-free interest rate based on U.S. treasury bonds with a zero-coupon rate;
 

 •  Implied valuation, timing, and probability of the Tailwind Two Merger; and
 

 •  A discount for the lack of marketability of Legacy Terran Orbital’s common stock.



For purposes of estimating the total enterprise value of Legacy Terran Orbital, Legacy Terran Orbital considered the guideline publicly-traded company
method, guideline transaction method, market calibration method and discounted cash flow method. A summary of each method and related significant
assumptions were as follows:
 

 

•  Guideline publicly-traded company method: The guideline publicly-traded company method uses valuation multiples based on the enterprise
value in relation to revenue for publicly-traded companies in the same or similar industries to arrive at an indication of value. Based on the
implied valuation multiples of the peer companies, a valuation multiple of revenue is selected in order to estimate the enterprise value as of
the valuation date.

 

 

•  Guideline transaction method: The guideline transaction method uses valuation multiples based on observed transactions that have occurred
in the marketplace for companies in the same or similar industries to arrive at an indication of value. Based on the observed valuation
multiples by comparing the implied enterprise values of the transaction to the respective revenue of the companies being acquired, a valuation
multiple of revenue is selected in order to estimate the enterprise value as of the valuation date.

 

 

•  Market calibration method: The market calibration method analyzes the percent change in the enterprise values of peer companies between
the prior valuation date and the current valuation date. Based on the observed market movement in the enterprise values of peer companies, a
market movement factor is selected to represent the potential shift in enterprise value between the prior valuation date and the current
valuation date. The selected market movement factor is applied to the indicated value as of the prior valuation date.

 

 

•  Discounted cash flow method: The discounted cash flow method estimates the enterprise value of a company by discounting projected cash
flows using market participant assumptions. The derivation of projected cash flows is based on forecasted revenue, operating profit margins,
operating expenses, cash flows, and perpetual growth rates. The discount rate is derived from a company’s capital structure and weighted-
average cost of capital. Given the forecasted rapid growth in revenue compared to historical performance, the discounted cash flow method
was primarily performed to corroborate the reasonableness of the indications of value from the guideline publicly-traded company method,
guideline transaction method, and market calibration method.

Beginning in 2021, only the guideline publicly-traded company method and market calibration method were considered when determining the total
enterprise value of Legacy Terran Orbital as a result of the implied valuation and timing and probability of a de-SPAC transaction. Finally, the total
enterprise value of Legacy Terran Orbital was discounted for the lack of marketability of its common stock, which ranged from 7% to 34% and varied
primarily based on the timing and probability of a de-SPAC transaction.



Legacy Terran Orbital considered various objective and subjective factors to determine the fair value of its common stock as of the valuation date,
including:
 

 •  Stage of development and recent operational developments and milestones and related impact on historical earnings;
 

 •  Short-term and long-term business initiatives and related impact on projected earnings;
 

 •  Company-specific credit and risk considerations;
 

 •  Industry information, such as external market conditions affecting the satellite industry and trends within the satellite industry;
 

 •  Recent observed valuations and operating metrics of an identified peer group;
 

 •  Likelihood and timing of achieving a liquidity event, such as an initial public offering, SPAC merger, or strategic sale, or probability of an
insolvency event given prevailing market conditions and the nature and history of Legacy Terran Orbital’s business;

 

 •  Prices, privileges, powers, preferences and rights of Legacy Terran Orbital’s redeemable convertible preferred stock relative to those of its
common stock; and

 

 •  Macroeconomic conditions and other factors.

The estimated fair value of Legacy Terran Orbital’s common stock ranged from $2.70 per share to $7.00 per share from January 1, 2021 through
December 31, 2021. There were no additional estimates performed during 2022 prior to the Tailwind Two Merger.

Beginning in January of 2021 and continuing throughout 2021, Legacy Terran Orbital was actively pursuing becoming a public company through either a
de-SPAC transaction or an initial public offering. Legacy Terran Orbital received an indication of interest in early 2021 regarding a potential de-SPAC
transaction prior to the commencement of communications with Tailwind Two. Conversations and negotiations with Tailwind Two regarding the Tailwind
Two Merger commenced in May of 2021 with execution of a merger agreement on October 28, 2021, which resulted in an implied fair value of Legacy
Terran Orbital’s common stock of approximately $10.00 per share based on the exchange ratio as of that date. Accordingly, the estimated fair value of
Legacy Terran Orbital’s common stock during 2021 considered the implied valuation and timing and probability of a de-SPAC transaction. Legacy Terran
Orbital’s estimate regarding the probability of a de-SPAC transaction was 50%, 50%, 60% and 70% as of March 31, 2021, June 30, 2021, September 30,
2021 and December 31, 2021, respectively, based on its assessment of the status and likelihood of events noted above.

Other Fair Value Measurements

The fair values of certain share-based compensation awards and warrant and derivative liabilities were estimated using the Black-Scholes option-pricing
model. In addition to the fair value of common stock, additional assumptions used in the Black-Scholes option-pricing model included:
 

 •  The exercise price of the instruments;
 

 •  Expected term of the instruments;
 

 •  Expected volatility based upon the historical and implied volatility of common stock for selected peers;
 

 •  Expected dividend yield of zero as there is no history or plan of declaring dividends on common stock; and
 

 •  Risk-free interest rate based on U.S. treasury bonds with a zero-coupon rate.



The fair values of certain warrant and derivative liabilities were estimated using models similar to that of the Black-Scholes option-pricing model and
included additional assumptions. Depending on the circumstances and features of the instruments, additional assumptions included: (i) the estimated
counterparty credit spread based on an estimated credit rating of CCC and below, (ii) the implied valuation, timing, and probability of closing the Tailwind
Two Merger, (iii) the estimated redemption rate of the Tailwind Two’s public shareholders, and (iv) a discount for the lack of marketability of Legacy
Terran Orbital’s common stock.

The fair value of the Conversion Option Derivative was estimated as the difference in the fair value of the Convertible Notes due 2027 inclusive of the
conversion option and the fair value of the Convertible Notes due 2027 exclusive of the conversion option. The fair value inclusive of the conversion
option was estimated using a lattice model with the following significant inputs and assumptions: (i) time to maturity, (ii) coupon rate, (iii) discount rate
based on an estimated credit rating of CCC and below, (iv) risk-free interest rate, (v) contractual features such as prepayment options, call premiums and
default provisions, (vi) price per share of common stock, (vii) dividend yield, and (viii) estimated volatility. The fair value exclusive of the conversion
option was estimated using a discounted cash flow method using a discount rate based on an estimated credit rating of CCC and below plus a risk-free
interest rate.

The grant date fair value of certain share-based compensation awards which included a market-based vesting condition was estimated using the Monte
Carlo simulation model using the following significant inputs and assumptions as of the valuation date: (i) the price per share of common stock, (ii) the
risk-free interest rate, (iii) the dividend yield, (iv) the estimated volatility, and (v) a discount for lack of marketability.

The assumptions underlying these valuations represented our best estimate, which involved inherent uncertainties and the application of judgment. If we
had used different assumptions or estimates, the estimated fair value of common stock, share-based compensation awards, and warrant and derivative
liabilities could have been materially different.

Inventory

Inventory consists of parts and sub-assemblies that are ultimately consumed in the manufacturing and final assembly of satellites. When an item in
inventory has been identified and incorporated into a specific satellite, the cost of the sub-assembly is charged to cost of goods sold in the consolidated
statements of operations and comprehensive loss. Inventory is measured at the lower of cost or net realizable value. The cost of inventory includes direct
material, direct labor and manufacturing overhead and is determined on a first-in-first-out basis. Inventory is presented net of an allowance for losses
associated with excess and obsolete items, which is estimated based on our current knowledge with respect to inventory levels, planned production and
customer demand.

Long-lived Assets Impairment

We review long-lived assets for impairment whenever events or changes in business circumstances indicate that the net carrying amount of an asset or
asset group may not be fully recoverable. We groups assets at the lowest level for which cash flows are separately identified. Recoverability is measured
by a comparison of the net carrying amount of the asset group to its expected future undiscounted cash flows. If the expected future undiscounted cash
flows of the asset group are less than its net carrying amount, an impairment loss is recognized based on the amount by which the net carrying amount
exceeds the fair value less costs to sell. The calculation of the fair value less costs to sell of an asset group is based on assumptions concerning the amount
and timing of estimated future cash flows and assumed discount rates, reflecting varying degrees of perceived risk.

During 2022, we recorded a loss on impairment of $22.4 million related to costs previously capitalized as construction-in-process associated with the
development and construction of our company-owned Earth observation satellites. The resulting adjusted carrying amount represented the material,
sub-assemblies, and other items which can be utilized for customer programs or other purposes. Accordingly, we reclassified previously capitalized costs
from construction-in-



process of approximately $3.7 million to inventory and approximately $2.5 million to prepaid expenses and other current assets. In addition, we recorded a
loss on impairment of $1.3 million related to costs previously capitalized as construction-in-process associated with our former plans of constructing a
facility in Florida’s Space Coast.

Loss Contingencies

From time to time, we are subject to claims and lawsuits in the ordinary course of business, such as contractual disputes and employment matters. We are
also subject to regulatory and governmental examinations, information requests and subpoenas, inquiries, investigations, and threatened legal actions and
proceedings. We record accruals for losses that are probable and reasonably estimable. These accruals are based on a variety of factors such as judgment,
probability of loss, opinions of internal and external legal counsel. Legal costs in connection with claims and lawsuits in the ordinary course of business are
expensed as incurred.

ACCOUNTING PRONOUNCEMENTS

Refer to Note 1 “Organization and Summary of Significant Accounting Policies” to the consolidated financial statements for further information about
recent accounting pronouncements and adoptions.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk.

Not applicable to smaller reporting companies.

Item 8. Financial Statements and Supplementary Data.

The Report of Independent Registered Public Accounting Firm, our consolidated financial statements, and the accompanying notes to the consolidated
financial statements that are filed as part of this Annual Report are listed under “Item 15. Exhibit and Financial Statement Schedules” and are set forth
beginning on page F-1 immediately following the signature pages of this Annual Report.

Item 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure.

None.

Item 9A. Controls and Procedures.

Evaluation of Disclosure Controls and Procedures

Disclosure controls and procedures are controls and other procedures that are designed to ensure that information required to be disclosed in our reports
filed or submitted under the Exchange Act is recorded, processed, summarized, and reported within the time periods specified in the SEC’s rules and
forms, and that such information is accumulated and communicated to our management, including our Chief Executive Officer and Chief Financial
Officer, to allow timely decisions regarding required disclosure.

As required by Rules 13a-15 and 15d-15 under the Exchange Act, our Chief Executive Officer and Chief Financial Officer carried out an evaluation of the
effectiveness of the design and operation of our disclosure controls and procedures as of December 31, 2022. Based upon their evaluation, our Chief
Executive Officer and Chief Financial Officer concluded that our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under
the Exchange Act) were not effective due to the material weaknesses in our internal control over financial reporting described below. 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 our annual or interim financial statements will not be prevented or detected on a timely basis. As a result, we performed additional
analysis



as deemed necessary to ensure that our consolidated financial statements were prepared in accordance with GAAP. Accordingly, management believes
that the consolidated financial statements included in this Annual Report present fairly in all material respects our financial position, results of operations,
and cash flows for the periods presented.

Management’s Report on Internal Control over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting (as defined under Exchange Act Rules
13a-15(f) and 15d-15(f)). Internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of consolidated financial statements for external purposes in accordance with generally accepted accounting
principles.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of
compliance with the policies or procedures may deteriorate.

Our management performed an assessment of the effectiveness of our internal control over financial reporting as of December 31, 2022 based on criteria
established in Internal Control — Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission
(“COSO”). Based on our assessment and those criteria, our management determined that our internal control over financial reporting was not effective as
of December 31, 2022 because all of our previously disclosed material weaknesses in the Registration Statement on Form S-1 filed with the SEC on July 8,
2022 (the “Form S-1”), except for one, remain to be remediated.

Previously Identified Material Weaknesses in Internal Control over Financial Reporting

While we have made progress on our remediation plan, we require additional time to complete the design and implementation of our remediation plan and
to demonstrate the effectiveness of our remediation efforts. As a result, our internal control over financial reporting continues to have the following
material weaknesses:
 

 
•  We did not design and maintain an effective risk assessment process at a precise enough level to identify new and evolving risks of material

misstatement in our financial statements. Specifically, changes to existing controls or the implementation of new controls have not been
sufficient to respond to changes to the risks of material misstatement to financial reporting.

 

 
•  We did not design and maintain formal accounting policies, procedures and controls to achieve complete, accurate and timely financial

accounting, reporting and disclosures, including controls over the preparation and review of business performance reviews, account
reconciliations and journal entries.

 

 
•  We did not design and maintain effective controls to address the identification of and accounting for complex revenue transactions, including

the proper application of GAAP related to such transactions. Specifically, we did not design and maintain controls over the accurate
recording of progress towards completion on loss contracts, subsequent to initial loss recognition.

 

 
•  We did not design and maintain effective controls over the accounting for inventory in accordance with GAAP. Specifically, we did not

design and maintain effective controls over complete and accurate inventory costing, appropriate capitalization of inventoriable costs, or
classification of inventory between raw materials, work-in-process and finished goods.



Each of the material weaknesses described above could result in a misstatement of substantially all account balances or disclosures that would result in a
material misstatement to the annual or interim consolidated financial statements that would not be prevented or detected.

We did not design and maintain effective controls over information technology (“IT”) general controls for information systems that are relevant to the
preparation of our financial statements. Specifically, we did not design and maintain:
 

 •  user access controls to ensure appropriate segregation of duties and that adequately restrict user and privileged access to financial
applications, programs, and data to appropriate company personnel;

 

 •  program change management controls to ensure that IT program and data changes affecting financial IT applications and underlying
accounting records are identified, tested, authorized, and implemented appropriately;

 

 •  computer operations controls to ensure that data backups are authorized and monitored; and
 

 •  testing and approval controls for program development to ensure that new software development is aligned with business and IT
requirements.

The IT deficiencies, when aggregated, could impact maintaining effective segregation of duties, as well as the effectiveness of IT-dependent controls (such
as automated controls that address the risk of material misstatement to one or more assertions, along with the IT controls and underlying data that support
the effectiveness of system-generated data and reports) that could result in misstatements potentially impacting all financial statement accounts and
disclosures that would not be prevented or detected. Accordingly, management has determined these deficiencies in the aggregate constitute a material
weakness.

Remediation Plan

We are actively working to remediate our identified material weaknesses. These remediation measures are ongoing and include (i) hiring additional
accounting and IT personnel to bolster our technical reporting, transactional accounting, internal controls, and IT capabilities; (ii) designing and
implementing controls to formalize roles and review responsibilities and designing and implementing formal controls over segregation of duties;
(iii) designing and implementing a formal risk assessment process to identify and evaluate changes in our business and the impact on our internal controls;
(iv) designing and implementing controls to formally assess complex accounting transactions and other technical accounting and financial reporting
matters; (v) designing and implementing formal processes, accounting policies, procedures, and controls supporting our financial close process, including
completion of business performance reviews, creating standard balance sheet reconciliation templates, and journal entry controls; and (vi) designing and
implementing IT general controls, including controls over change management, the review and update of user access rights and privileges, controls over
data backups, and controls over program development efforts.

Changes in Internal Control Over Financial Reporting

There have been no changes in our internal control over financial reporting during the three months ended December 31, 2022 that have materially
affected, or that are reasonably likely to materially affect, our internal control over financial reporting, other than changes related to the remediation of a
material weakness as described below.

Remediation of a Previously Disclosed Material Weakness

As disclosed in the Form S-1, our management concluded that a material weakness existed regarding an ineffective control environment that was
commensurate with our financial reporting requirements as we lacked a sufficient number of professionals with an (i) appropriate level of accounting
knowledge, training and experience to appropriately analyze, record and disclose accounting matters timely and accurately, and (ii) appropriate level of



knowledge, training and experience to establish effective processes and controls. During 2022, we remediated the material weakness by (1) implementing
changes to our organizational structure and (2) hiring employees with the requisite experience and competence to assume responsibility and accountability
for financial reporting and internal controls over financial reporting.

Attestation Report of the Registered Public Accounting Firm

Our independent registered public accounting firm is not required to attest to the effectiveness of our internal control over financial reporting for as long as
we are an “emerging growth company” pursuant to the provisions of the JOBS Act.

Item 9B. Other Information.

None.

Item 9C. Disclosure Regarding Foreign Jurisdictions that Prevent Inspections.

Not applicable.



PART III

Item 10. Directors, Executive Officers and Corporate Governance.

The information required by this Item 10. “Directors, Executive Officers and Corporate Governance” is incorporated herein by reference from our Proxy
Statement for the 2023 Annual Meeting of Stockholders to be filed with the SEC within 120 days after our fiscal year end of December 31, 2022 (the
“Proxy Statement”).

Item 11. Executive Compensation.

The information required by this Item 11 “Executive Compensation” is incorporated herein by reference from our Proxy Statement.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters.

The information required by this Item 12 “Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters, ” other
than as set forth below as required by Item 201(d) and Item 403(c) of Regulation S-K, is incorporated herein by reference from our Proxy Statement.

Securities Authorized for Issuance Under Equity Compensation Plans

The Terran Orbital Corporation 2021 Omnibus Incentive Plan (the “2021 Plan”) provides for the issuance of share-based compensation awards to certain
employees, officers, directors, and consultants. The 2021 Plan initially authorized the issuance of no more than 13,729,546 shares of Terran Orbital
Corporation’s common stock pursuant to share-based compensation awards under the 2021 Plan. Beginning on January 1, 2022, the number of authorized
shares issuable under the 2021 Plan is subject to an annual increase on the first day of each calendar year during its term of the 2021 Plan, equal to the
lesser of (i) 3% of the aggregate number of shares of Terran Orbital Corporation’s common stock outstanding on the final day of the immediately
preceding calendar year and (ii) such smaller number of shares of Terran Orbital Corporation’s common stock as determined by our board of directors.



The following table provides information as of December 31, 2022 with respect to shares of our common stock issuable under the 2021 Plan:
 

   

Equity
Compensation

Plan
Information (1)  

   

Number of
securities to be

issued upon
exercise of

outstanding
options,

warrants, and
rights (a)    

Weighted-
average exercise

price of
outstanding

options,
warrants, and

rights (b)    

Number of
securities
remaining

available for
future issuance

under equity
compensation

plans (excluding
securities reflected
in column (a)) (c)  

Equity compensation plans approved by shareholders:       
2021 Plan (2)(3)(4)    22,263,788   $ 0.07    6,517,524 

Equity compensation plans not approved by shareholders    —      —      —   
      

Total    22,263,788      6,517,524 
      

 
(1) Reflects the effects of the Tailwind Two Merger in which share-based compensation awards of Legacy Terran Orbital were converted into share-

based compensation awards of Terran Orbital Corporation using an exchange ratio of 27.585.
(2) Column (a) includes (i) 9,811,158 of the 15,023,296 share-based compensation awards authorized by the 2021 Plan, (ii) 4,135,052 of the 5,440,438

share-based compensation awards authorized by the merger agreement governing the Tailwind Two Merger, and (iii) 8,317,578 share-based
compensation awards of Legacy Terran Orbital that were converted into share-based compensation awards of Terran Orbital Corporation. The share-
based compensation awards for (ii) and (iii) are incremental to, and do not count against, the authorized share pool of the 2021 Plan.

(3) Column (a) includes (i) 16,455,694 shares of common stock that may be issued upon the vesting and settlement of service-based restricted stock
unit (”RSUs”), (ii) 4,135,052 shares of common stock that may be issued upon the vesting and settlement of market-based RSUs, and (iii) 1,673,042
shares of common stock that may be issued upon the exercise of service-based stock options.

(4) The weighted-average exercise price in column (b) is inclusive of outstanding RSUs, which result in the issuance of shares of common stock for no
consideration. Excluding the RSUs, the weighted-average exercise price is equal to $0.94.

Item 13. Certain Relationships and Related Transactions, and Director Independence.

The information required by this Item 13 “Certain Relationships and Related Transactions, and Director Independence” is incorporated herein by reference
from our Proxy Statement.

Item 14. Principal Accountant Fees and Services.

The information required by this Item 14 “Principal Accountant Fees and Services” is incorporated herein by reference from our Proxy Statement.


