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About KAL Capital

= Team previously grew Salem
Partners A&D into the most
active Southern California lower

* Founders have worked together * Team has a combined 25+ years
for 10+ years of experience in the A&D industry

Team ! Established Brand Deep Working Relationship Years of Experience

middle-market banking practice

A&D Sector Detaied Posicioning

Knowledge
k ® Deep A&D sector knowledge vital to articulating = FEach business has a highly unique story and
unique major macro-drivers accumulation of history
Transactions Experience Throughout Supply Chain Cross-Border Experience
= KAL has vast experience throughout the supply
chain with a comprehensive understanding of = Aerospace is a global industry and demonstrated
each subsector’s growth drivers and strategic access to non-domestic buyers is critical
buyers
Relationships ‘ Financial Buyers Strategic Buyers
g 4
- v * KAL has long-term relationships that force = Deep relati.onships W%th C-Suite executives at leading
& ptiotitization of KAL clients A&D public companies

Clients
First

Long-Term Focus Tailored M&A Process

® Success of our business is judged over * KAL is built on the belief that M&A processes should
a career not quarterly results be built to maximize transaction outcomes for clients

KAL| "2

Capital
I




Leading A&D Practice

KAL Capital Leading Aerospace and Defense Franchise

Services

SALE OF COMPANY

ACQUISITION ADVISORY

SALE OF COMPANT

SALE GF COMPANY

SALE OF COMPANY

SALE OF COMPANY

= KAL Capital has successfully closed defense systems, aerostructures and services

transactions in all regions of the United States
* The firm’s typical mandates are family-held, private-equity owned or strategic

divestitures with EBITDA between $5-15mm

Representative Closed Transactions
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KAL Capital Process Details

Process Type

Buyer Type

Broad
14%

Exclusive

26%

Targeted
60%

PEG
36%

Strategic
64%

Client Type

Deal Size

PE
40%

Family
60%

> 15 mm

31%

<5mm

23%

5to 15 mm

46%

Clientele Geographic Coverage

‘ Midwest: 28.9%

‘ West: 44.7% ’

Northeast: 8.0%

‘ Southeast:

18.4%
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F-35 Production Update

F-35 Production & Forecast
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Source: Lockbeed Martin, F-35 Program Office I
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Production and Forecast

" 600+ F-35s Forecasted for Production: 2019-2022
" 420+ Total F-35 aircraft delivered-to-date (August, 2019)
* 3,000+ aircraft to be produced

Program Participant Countries

8l
.
-
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Supply Chain Dynamics: Turkey’s Dismissal

In July, Turkey was officially excised
from the F-35 JSF program after
accepting Russian S-400 anti-air
missile systems.

Turkish suppliers have been
responsible for over 900 parts on the
F-35 system — notably aerostructures
and engine components — and were
set to purchase 100 F-35A variants.

Turkey’s recent dismissal from F-35

production implies an influx of The DoD will inject ~$500mm for
aerostructures work back. into the program retooling costs as Lockheed
U.S.-based supply chain. restructures the supply chain back to

U.S. suppliers.

The bulk of Turkish supplier
contributions include composite
manufacturing and complex machining
for structural/fuselage sections and

subassemblies from Turkish Aerospace
and Kale Aero.

Over the next few months, the injection
of work will filter through tier I-III of
the U.S. supply chain, increasing pre-
existing levels of backlog for machine
shops, composite manufacturers, and
surface finishing firms, while providing
opportunity for new U.S. entrants.

Select Turkish Suppliers

TURKISH
o
m;:r.:;;.‘m;-;;m. AEROSPACE ’

“Kale Aero  {yroketsan

AR Kayesas

Turkey was formerly responsible for over
900 F-35 parts and ~§1Bn of
industrial participation.
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F-35 Program Development Overview

Systems Integration and Development Timeline

1993 1995 2001 2006 2018
JAST J/IST SDD - System Development & Demonstration
SDD Program
Overview !

= $19bn initial award — October,
2001

NAVAIR Awards SDD
Contract to Lockheed

= DoD establishes the Joint
Advanced Strike Technology
Program (JAST)

= Joint Strike Fighter/Integrated
Subsystem Tech. Demonstration

® 3 Weapons System Contractors
(WSCs) tested and proposed
design ideas for integration under
associate contractor agreements —
allowing direct information flow

= Objective: define and develop
aircraft, weapon system, mission

technologies: * SDD Program lasted until final

F-35 flight test in April, 2018
= Total SDD Spending: +$34bn

<

Present Day Avionics
System Suite
A

LOCKHEED MARTIN é

CURTISS -
WRIGHT lBﬂW?ms
CNI
v SR

= CNI: Comm., Nav., Identification

MEA

Motre Electric Aircraft

LOGKHEED MARTIN 2$

1
1
1
SUIT : ﬁ?&"&iﬁ‘% BOEING
I
1

undstrand

e Qe

i

Subsystem Integration Tech. i

= EHAS: Electro-hydrostatic

AVMS actuation

:

Advanced Vehicle Management - BYIE: S Geneiios

= EPS: Electric Power System
PTMS: Power and Thermal

. Management 5 v
Advanced Fixed Area Nozzle g AESA: Active Elec. Scanned Array Radar
= HUA: Hydraulic & Utility = EW/CM: Elec. Warfare / Countermeasure
Actuation

¢

!

= EO/DAS: Electro-Optical Targeting /
Distributed Aperture System
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F-35: Avionics Suite Overview

Primary Mission Systems

CNI

EO/DAS

¢ Communications, Navigation and
Identification (CNI) system

|

Raytheon

NORTHROP GRUMMAN

LOCKHEED MARTIN 3$

* Electro-Optical Targeting and
Distributed Aperture System

Technology Refresh 3 — Current Development

EW/CM

* FElectronic Warfare /
Countermeasure System

AESA

¢ Active Electronically Scanned

Array Radar System

—

2018 2019
TR3 Award LRIP Design & Development

¢ Navy awards LMT $713mm for

flight hardware upgrades

LOCKHEED MARTIN é

(B &7 CUBIC

'+ Integrated Core « CNI - Video Data-
i Processor Link

: Raytheon

* ADAS - EO/DAS

Next generation F-35
~80% software updates

~20% hardware updates
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F-35: Communication Systems & Components

Supplier Spotlight

Raytheon () pireres \
e + US.and Intn’l F-35
Antennas RF ‘ Key Drivers modernization ramp up
————————— ? * Merging traditional comm.

and ISR systems into single

IO G device

AESA Rads
ﬁ?TElED\‘IE e =
~—TECHNOLOGIES
-

* Transitioning voice-centric
equip. to info-dtiven ait/

L ground networks /

_____________________

Radar/RF subsystem suppliets have
attracted the bulk of acquisition
interest for the past three years. As

Date Buyer Target Value (mm) Product Specialization Type the F-35 nears high-rate production,
two primary initiatives have driven
Jun-19 | carmaView BMs ND RF/Micro: Transmitters/Receivers/Antenna PE private equity investors and strategic
interest in the near-term: capturing
. CURTISS - = : ’
Mar-19 WRIGHT SALSE $50 Data Link Strategic IP and providing pre-integrated
Mar-19 @cuBic 43 nuvoTRONICS $66 RF/Micro: Antennas/Filters/ Combiners Strategic S DS SOl BT, Bfoit iaifeitivios

supportt the greater demand of open
Mar-19 ﬁf RFfechnigues ND RF/Micro: Resistors/Attenuators/Terminations | Strategic architecture solutions and shorter

time to market for primes.

Jan-19 etl A et sz ND RF/Micro: Amplifiers/Oscillators/Passive Strategic
= In the next few months, established
Apr-18 KKR E,e%ni:?:z,ssmm ND Data Link/IFF PE private equity platforms and
anrer strategics will go head-to-head for
Dec-17 SAELI= GPS. $35 GPS/GNSS Strategic key acquisition targets — primarily
S D ] closely held businesses in the lower
Sep-17 HEICO e e $317 Antenna Systems Strategic L
= mercury Y it y ! consequently drive EV/EBITDA
Apr-17 | = S _( $40 RF/Micro: Filter/ Amplifier Strategic I A, I e i
Feb-17 | DEMMNSEEN 7 ND RF/Micro: Filter/Diplexers PE &R T Viaeee 200
| ST
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F-35: Data Processing and Computing Systems

Supplier Spotlight

m '@ GE Aviation

Vehicle/Health Data Transfer
Managemem— Equipment I{Cy Drivers

Analog to digital system
shift i.e. software-defined
Open architecture initiatives
SWaP improvements
Multi-mission functionality
vs. single-use solutions
DoD demand for low costs
with shorter tech cycles

Integrated Core

Processor

SmartProbe
Air Data Sys.
Flight Recorder

Industry Consolidations

_____________________

Processing systems and computing
suppliers on the F-35 and similar
platforms have witnessed

Date Buyer Target Value (mm) Product Specialization Type consolidation driven primarily by
® ] ] ] ] strategic interest — e.g. Mercury
un-19 IS - $19,000 Computing/FElectronics/Intellicence Systems Strategic : :
a puting & W gl Systems. Safety certified hardware in
) ==mercury fro ] ‘ unison with dynamic software
Apr-19 | =" e Mg@ A $46 DPA Computing Systems Strategic D litioas Ca T N N Ry
Jan-19 = TS Gz=co $36 Mission Processors/Displays/Video Processing | Strategic B iiatatlow f(?r clficiidan
scalable product delivery.
Jul-18 | = "SEERY $45 COTS Computers/Storage/Setrvers Strategic
Being at the tip-of-the-spear for
Jun-18 SCACHEICREER ND Ruggedized Storage PE technology has kept strategic buyers
seeking targets with long term
May-18 | MKOCH Cittivare ND FPGA Computing PE synergies, though private equity’s
willingness to pay extensive
Feb-18 | = mercury T—-"-'.mrIS $180 Ruggedized Storage/Servers/Computers Strategic premiums have floated valuations
- . . : higher than we’ve previously seen.
Jul-17 JMC dly ND Mobile Computers/Data Collection Devices PE While F-35 production ramps
. =mercury =L - . A strategics are anticipated to continue
Jul-17 | = "EE s $6 Mission System Avionics Hardware Strategic B s e T e
Jan-17 meNally'F. | ¢osoicaten ND Embedded Computing Systems PE e ot R LD /
| _8-
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