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United States Subcontractor Procurement Channel!

A. Contrat Between GOI and Israeli Prime:

1. Israeli prime must take complete responsibility for work done by
u.s. sub. Any disputes between the prime and the sub are between
them and shall in no way involve the GOI (i.e. GOI not

responsible for (or to be impacted by) delays, cost overruns,
claims etc.). Amounts awarded to the sub in the course of

dispute resolution, if any, shall be paid by the prime without

any reimbursement from the GOI.

2. Israeli prime must agree that it will not ask the u.s. sub to do
anything contrary to the sub's DSCA contractor certification

(e.g. if sub has certified 100% U.S. content then prime will not
ask sub to purchase non-U.S. content).

3. GOI to disburse FMF payments to U.S. sub. GOI will provide list
of requierments/clauses that must go into Israeli prime's
contract with U.S. sub. (See B below).

4. Israeli prime must provide GOI with adequate security for all
milestone payments made by GOI to U.S. sub.

5. Israeli prime must agree that items purchased with FMF will
only go into prime's systems for GOI. Any extra/unused items from
sub will be delivered to GOI.

6. No standard (i.e. NSN) items to be purchased via USSP unless
special DSCA/GOI authorization provided.

B. Contract Between Israeli Prime and u.s. Sub.

1. Must include DSCA Guidelines and DSCA Certification signed by
U.S. sub as part of contract. Must include commitment to comply
with DSCA Guidelines and Certification. Copy of Guidelines and
Certification (August, 2001) attached as Attachments A and B
hereto.

2. Following clauses/provisions must be included (will be checked
by the GOI).

1) Payment schedule in accordance with requirements of
Guidelines. See Section 10 of Guidelines.

! The USSP channel is no longer described in the Guidelines but rather is described in a separate letter from
the DSCA.
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2)GOI will disburse payments only upon certification by
that applicable contract Milestone has 2)Israeli prime
been achieved. Invoices to be sent by u.s. sub to
Israeli prime. Contract must provide that net 30 payment
period to begin when GOI Mission receives invoice
together with all necessary approvals from Israeli
prime. Contract must also provide that invoices will
include the following language " [Name of Seller]
acknowledges that U.S. Government funds are being used
by the Government of Israel to finance this purchase and
certifies that the invoice(s) submitted with respect
thereto are free from any material false statement or
misrepresentation and do not omit any material facts."

3)All advance and progress payments require letter of
credit from u.s. sub with proceeds payable to u.s.
Treasury (GOI's account).2 See Sections 10, 17 and 18 of
Guidelines. Original of letter of credit to be held by
Israeli prime. GOI Mission to receive a copy. Use
Attachment D for contract letter of credit language and
form of letter of credit.

4)Dispute resolution not in Israel. See Section 27 of
Guidelines.

5)If sole source for $750,000 or above -will need to have
pricing survey performed as a pre-condition for
obtaining FMF funding approval. GOI will make
arrangements for the pricing survey. Israeli prime must
send proposal to GOI Mission as early in the process as
possible so that GOI Mission can initiate pricing
survey. See Section 20 of Guidelines and Attachment E
hereto. This must be part of solicitation process. Keep
in mind the pricing survey generally takes three months
to complete and the contract cannot be sent to the DSCA
for funding approval until the pricing survey has been
completed.

2 This letter of credit is not a substitute for security that Israeli prime must provide to GOI.
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If competition - must provide GOI Mission with details
of competition (names of U.S. companies who
submitted bids, amount of each bid etc.).

6)Will need to include contract administration/audit
services clause in contract. See Section 21 of
Guidelines and Attachment F hereto.

7)No agents commissions. Contract should state that
"no element of the Contract includes any
commissions or other contingent fees". See Section
14 of the Guidelines.

8)All amendments/modifications to be submitted to the
GOI so that the GOI can submit them to the DSCA for
approval. See Section 7 of the Guidelines.

9)Satisfactory export licensing arrangements must be
in place and must, together with DSCA funding
approval, serve as conditions precedent for the
contract entering into effect. See Attachment G
hereto.

10)Ethics certification. See Attachment H hereto.

11)GOI not a party to any dispute. Israeli prime not
acting as agent of GOI. See Attachment I hereto.

12) Shipping of FMF funded items must be done via U.S.
flag carrier. See Section 16 of the Guidelines.

3. Should try to include industrial cooperation language. See
Attachment J hereto.

C. Agreement Between GOI and U.S. Sub. (Not Required But If U.S.

Sub Insists then Following Provisions Necessary)

1)Copy of payment schedule with statement that payment to

U.S.

sub to be made by GOI only upon Israeli prime's

signature of Milestone certificate. No change to payment
schedule and/or amount to be effective unless approved by
GOI and (where applicable) DSCA.

40.27 "on :2"nn
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2)U.s. sub recognizes GOI not party to contract, and not to
be made a party to any dispute between sub and Israeli
prime or to have any responsibility for any judgment or
award arising in connection with a dispute.

3)U.S. sub certifies that all export licensing arrangements
in place.

D. Note that the GOI discourages USSP contracts between Israeli
primes and u.s. subs that are related/affiliated companies.
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GOI-MOD Commercial Procurement Checklist

[P.O./Contract Number] [Name of Contractor] [Amount of P.O./Contract]

[General Item(s) Description]
Review Criteria:
1. Competition /Sole Source

A. If competition data on unsuccessful bidders:

i)
ii)
iii)

[Amount of Bid] [Name]
B. If competition and other than lowest bidder received P.O./contract explain:

C. If sole source explain:
D. If sole source above $2,500,000: DCMCI Pricing Survey Performed

2. Contractor is U.S. incorporated firm:

3. Contractor has procurement history with: U.S.G. and/or GOI-MOD
[fill in CAGE CODE] [fill in VENDOR CODE]

4. Contractor not suspended/debarred by U.S.:

5. Contractor is manufacturer /Distributor /Dealer
6. Items are Standard (NSN) /Non-Standard /other/Commercial reason
If Standard items: i) file contains verification why not being purchased through U.S. services
ii) reason relates to availability Iprice /
delivery schedule /other
If Non-standard items: NSN not found through U.S.___ CD FICHE (printout(s) attached___ )

7. Items are certified as being of U.S. content:

If non-U.S. content: % non-U.S. content (A

FMF [is] [is not] being used to fund non-U.S. content: (B

If FMF being used to fund non-U.S. content: (C

___same item with similar non-U.S. “content sold to U.S.G. with verification in life, or
__special permission obtained from DSCA and noted in file

__less than 10% non-U.S. content on P.O. of less than $100,000

8. Delivery terms - FOB Origin CIF /Other

9. P.O./Contract includes Contractor’s Certification:

10. P.O./Contract signed (acknowledge) by Contractor Official[s]:

11. Contractor certified no agent’s commission:

12. IF P.O. amount is blow $30,000:
P.O. issued an AOG basis: A
P.O. issued pursuant to a BOA: .B
[include # and date of BOA]

Reviewed hy: Prepared By:
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RM-370 (Version #3)

10/01
Attachment D
Form of Irrevocable Standby Letter of Credit
(Beneficiary)
[Name and Address of

Seller Israeli Prime]

We hereby issue in your favor our Irrevocable Standby Letter of Credit No. ("Letter of

Credit") for the account of [Name of Seller], for the sum of U.S. Dollars ( ) available

by your draft(s) (in the form attached hereto as Exhibit A) at sight on [Name of Bank]. This Letter of

Credit shall automatically become operative upon [Name of Bank's] receipt of 1) the U.S. Dollars

( ) advance payment with instructions to credit [Name of Sellers] Account No. [ ],

or 2) your written statement that payment of U.S. Dollars ( ) has been sent to

[name of Seller]. Within three (3) business days of [Name of Bank's] receipt of 1) the U.S. Dollars
advance payment, or 2) your written statement [Name of Bank] will send you an amendment

confirming that this Letter of Credit is operative. This Letter of Credit shall expire on

The amount of this Letter of Credit shall automatically be increased upon [name of Bank's]

receipt of the document(s) specified in Exhibit B hereto. Exhibit B also includes a schedule setting forth
the amount of the required increase(s). Within three (3) business days of [name of Bank's] receipt of the
specified document(s), [name of Bank] will send you an amendment confirming that the amount of this
Letter of Credit has been increased. The amendment shall state the amount of the increase and the new
total amount of this Letter of Credit.

Your draft(s) must be accompanied by your certification that you are entitled to the amount

covered by such draft(s) by reason of (i) non-delivery by [name of Seller] of a deliverable item under
[Contract/purchase Order]* No. in accordance with the

terms thereof, or (ii) material breach by [name of Seller] of its obligations under [Contract/Purchase Order]*
No. , or (iii) failure by [name of Seller] to increase the amount or extend the expiration date of

this Letter of Credit in accordance with the requirements set forth in [Contract/Purchase Order]* No.

*Choose one by crossing out the other.
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Any amounts drawn hereunder shall be made payable to the United States Treasury and

remmited (1) directly by check to the Defense Security Assistance Agency or (2) by wire transfer to the
United States Treasury's account. Checks shall be made payable to the United States Treasury and mailed
to:

DFAS-DE/AYADD
6760 E. Irvington Place
Denver, CO 80279-2000

The check shall be accompanied by a letter of explanation identifying Israel as the purchasing country. Wire
transfer payments shall be transferred as follow:

United States Treasury

New York, New York

021-030-004

DFAS-DE/AYADD

Agency Code 3801

Refund from [name of seller] in

Connection with purchase made

By | | as contractor of the Government of Israel under [Contract/Purchase Order]* No.

This Letter of Credit may be reduced by [name of Seller] only upon delivery to [name of Bank]

of the documents specified in Attachment B hereto. Any Certificate of Completion or Certificate of
Milestone Achievement required by Attachment B must be signed by [name of seller] and countersigned
by you. A schedule of the allowable reductions is set forth in attachment B. All reductions shall be
confirmed by an amendment issued by [name of Bank] within three (3) business days of [name of
Bank's] receipt of the documents specified in Attachment B. The amendment shall state the amount of
the reduction and the new total amount of this Letter of Credit.

* Choose one by crossing out the other.
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We hereby agree that all drafts drawn under this Letter of Credit will be duly honored by us if
presented at [name of Bank] on or before

This Letter of Credit is subject to the Uniform Customs and Practice for Documentary Credits
(1993 Revision) International Chamber of Commerce Publication No. 500.

_Authorized Signature
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EXHIBIT A

TO IRREVOCABLE STANDBY LETTER OF CREDIT NO.

DRAFT
, 20

AT SIGHT PAY TO THE ORDER OF THE UNITED STATES TREASURY
U.S. DOLLARS

TO _ [name of Bank]

NO.

Authorized Signature
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Attachment E

FIELD PRICING SUPPORT

4 QY0 ,nIM3 - 3.3.11 - 3817N
[Applicable To All Sole Source Contracts Of $2,500,000 And Above]

1. As a condition of foreign military financing of the contract, the Offeror must agree to the requirement
for field pricing support. This support will be provided by Defense Contract Management Agency
(DCMCA) and Defense Contract Audit Agency (DCAA) and may include technical and cost analysis of
the Offeror's proposal. The GOI-MOD shall request field pricing support through the DCMCA. Field
pricing support will include an audit review by the cognizant contract audit activity before concluding
negotiation of the contract or any modification. The Offeror is required to submit cost or pricing data in
connection with pricing of the proposed contract or any modification to the eventual contract which

affects the price of the contract.

2. Field pricing support is intended to give the GOI-MOD a detailed analysis of the proposal for use in
contract negotiations to determine a fair and reasonable price. It normally includes an audit review by the

cognizant audit activity and a technical analysis by DCMA.
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a. DCMA Price Analysis:
1. Verification of cost or pricing data and evaluation

of cost elements.

2. Evaluating the effect of the Offeror's current
practices on future costs to ensure that the effects
of inefficient or uneconomical past practices do not

unreasonably increase the price of the contract.

b.Comparison of costs proposed by the Offeror for individual
cost elements with:

1. Actual costs previously incurred by the same Offeror;

2. Previous cost estimates from the Offeror or from
other Offerors for the same or similar items;

3. Other cost estimates received in response to the
GOI-MOQOD's request;

4. Independent cost estimates by technical personnel;

5. Forecasts or planned expenditures.

c. Verification that the Offeror's cost submission are in accordance with U.S. DOD cost principles and

procedures and, when applicable, the requirements and procedures of the cost Accounting Standards.
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d. Review to determine that all cost or pricing data necessary to make the Offeror's proposal accurate,

complete, and current has been either submitted or identified in writing by the Offeror.

e. Analysis of the results of any make-or-buy program reviews, in evaluating subcontractor costs.

3. Technical analysis should include a review and assessment of: the quantities and kinds of material
proposed; the need for the number and kinds of labor hours and the labor mix; any special tooling and
facilities proposed; reasonableness of proposed scrap and spoilage factors; and any other data that may
be pertinent to the cost or price analysis.

4. Any sole source subcontracts meeting the $2,500,000 or more will be subject to the same field pricing

requirements as the prime contractor.
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Attachment F

CONTRACT ADMINISTRATION

As a condition of FMF funding ot the contract, the contractor agrees that Defense Contract Audit Agency
(DCAA) contract audit services will be performed to ensure that the contractor is in compliance with the
Defense Security Cooperation Agency (DSCA) Contractor's Certification and Agreement. DCAA, will
perform contract audit services in accordance with the Contractor's Certification. To ensure contractor's
compliance DCAA contract administrative and audit services will be provided over the life of the

contract and will be coordinated with Defense Contract Management Agency.
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Attachment G

U.S. GOVERNMENT APPROVAL; CONTRACT EFFECTIVE DATE

1. Buyer's obligations hereunder are conditioned on Seller's obtaining all necessary approval in
connection herewith from the United States Government, including, but not limited to, approval for the
shipment and delivery of the System and all deliverable items and/or performance of services hereunder,
for the transmission of all data and information and for the travel of individuals required by this Contract.
Buyer shall, if requested by Seller, cooperate with Seller in obtaining such approvals. Buyer's obligations
are further conditioned on the GOI obtaining funding approval from the Defense Security Cooperation
Agency ("DSCA").

2. This Contract shall become effective upon the later of (i) both parties' execution of this Contract, (ii)
GOl's receipt of funding approval from the DSCA and (iii) Seller's receipt of the required export
license(s), and, if required, approval of a technical assistance agreement from the U.S. Government.
Seller shall promptly notify Buyer in writing of its receipt of the required export license(s) from the U.S.
Government. Buyer shall promptly notify Seller in writing of GOI's receipt of the required

DSCA approval.
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Attachment H

ETHICS CERTIFICATION

Buyer and Seller agree that by signing this Contract each is certifying that throughout the

conduct of the solicitation leading to this Contract no officer, director, employee, representative or agent
of Buyer or Seller offered, promised or discussed with the other’s personnel involved in this Contract 1)
the future employment of (or business opportunity with) such personnel, 2) the transfer of any money,
gratuity or other thing of value to such personnel, and/or 3) the transfer by such personnel of any
proprietary or source selection information regarding this or any other procurement. The prohibited

conduct described above shall continue to be prohibited following the award of this Contract.
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Attachment |

DISBURSEMENT OF FMF

Payments to Seller will be made by the Government of Israel - Ministry of Defense - Mission to the U.S.
(the “Mission”) upon the Mission’s receipt of authorization from Buyer confirming that the milestone in
guestion has been successfully completed. In acting as the entity which disburses the payments to Seller
the Mission assumes no responsibility towards Seller. Seller agrees that the Mission shall not be made a

party to any dispute between Buyer and Seller, regardless of the nature of such dispute.

Seller acknowledge that the funds being used to pay for this contract are FMF funds provided to the
Mission by the U.S. Government and that the use of such funds is conditioned on seller’s strict
compliance with a) the DSAA’s Guidelines for the use of FMF dated August, 2001 (Attachment

to this Contract), and b) all of the certification made by the Seller to the DSCA in the DSCA
Contractor’s certification dated August, 2001 (Attachment  to this contract).
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Attachment J

Annex # To Contract #

INDUSTRUAL COOPERATION

1.1 The parties recognize that it is in their mutual interest to enhance trade between Seller and

Israeli industry and that it is desirable that appropriate Israeli manufacturers be given the opportunity to
compete fairly and fully in the sales of goods, materials and services to Seller. Therefore, Seller
undertakes:

(a) to purchase, within three (3) years from the effective date of this Contract, industrial goods

and services, competitive in price, delivery, and quality, for export from sources in Israel, or, with prior
written approval of the Government of Israel, invest in Israeli based industries, in the aggregate amount
of not less than thirty five percent (35%) of the Contract Price. Each purchase must include at least thirty
five percent (35%) added value in Israel. Seller's responsibility to fulfill its undertaking shall remain in
force until completed. This undertaking may also be fulfilled through joint ventures for co-development,
co-production and co- marketing of Israeli goods all as set forth in Article 1.2 below. The exact level of
credit for each activity shall be determined by the ICA (defined in Article 1.3 below).

(b) that Seller's thirty five percent (35%) undertaking shall also apply to the purchase price of
any procurements of spare parts, training or technical assistance with respect to the System and items
purchased hereunder or expansion hardware or software relating to the System or items purchased
hereunder (collectively "follow-on procurements™) when such follow-on procurements are made by
separate purchase order or basic ordering agreement rather than under this Contract. This undertaking
shall be carried out at any time within the three (3) year period following each such follow-on
procurement. The term for written reports pursuant to Article 1.5 below shall extend until such time as all
of Seller's undertakings have been satisfied.

1.2 The following transactions, according to ICA's policy, shall be credited to Seller's industrial
cooperation undertaking:

(a) Direct capital investment by the Seller (subject to approval by the ICA) shall be credited in an
amount equal to one hundred fifty percent (150%) of the amount of foreign currency invested.

(b) Transfer of industrial proprietary rights of any kind, (approved in advance by ICA), shall be

credited to the extent of the Israeli added value of export orders received -as a result of the transfer of the
industrial proprietary rights -for up to four (4) years).
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(c) Co-development, co-production, and/or co-marketing by the Seller and Israeli companies, (after
approval by ICA), shall be credited to the extent of the Israeli added value of export orders received as a
result of the agreements between the Israeli company and the Seller for up to four (4) years.

(d) Purchase from Israeli companies of industrial goods and services. Each purchase must include at least
thirty five percent (35%) added value in Israel. Such purchase shall be credited at one hundred percent
(100%) of the purchase price.

(e) Funding industrial R&D in Israel - provided that at least

fifty percent (50%) of the ownership of the result of such R&D or of

the rights to utilize same shall belong to the Israeli R&D entity - the given credit will be equal to one
hundred fifty percent (150%) of the funding amount. Where said funding results in less than fifty percent
(50%) ownership to the Israeli entity, the credit rate will be one hundred percent (100%) of the funding
amount.

(f) Other transactions, under special circumstances, approved in advance by ICA.

(g) Commissions, supplier personnel expenses, office and other expenses the purpose of which is to
promote sales in Israel, shall not be recognized as expenditures entitling the Seller to a credit.

1.3 In furtherance of Seller's agreement set forth in Article 1.1 above' Seller agrees that it will cooperate
with Buyer and with the U.S. representative of the Industrial Cooperation Authority, 800 Second
Avenue, New York, N.Y. 10017 ("ICA™), to implement Seller's commitment, as aforesaid, and will
among other things:

(a) Within one (1) month AEDC designate as Israeli Procurement. Coordinator ("IPC") a senior
executive who is familiar with Seller's anticipated and current procurements, to facilitate and coordinate
activities to fulfill Seller's commitment. The IPC will provide the initial point of contact for
representatives of Israeli manufacturers who will occasionally visit Seller to explore sales opportunities;
and

(b) Within 90 days AEDC the Seller shall submit to ICA a plan for the fulfillment of its obligations. The
plan shall include details of potential industrial cooperation activities with Israeli industries in the form
of subcontracting, investments, acquisition of Israeli product and services.

(c) Within six (6) months AEDC send a Procurement Survey Team to Israel to visit potential vendors,

present specific opportunities and survey capabilities. An appropriate team might include the IPC and
responsible members of engineering, procurement and quality assurance department.
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(d) From time to time discuss with Buyer's representatives:

(i)  specific projects that might be subcontracted to
Israeli suppliers;

(ii) specific items which could be purchased in Israel;
and

(iii)  Seller's efforts and activities to fulfill the
commitment.

1.4 At Seller's request the ICA will identify suitable sources in Israel, refer appropriate Israeli firms to
Seller, and help plan Seller's survey trips to Israel.

1.5 Seller agrees to furnish to Buyer and to ICA written reports every six (6) months (every January 1st
and July 1st of each year) during the term hereof, summarizing its activity during such six (6) month
period relevant to purchases from Israeli suppliers and setting forth:

(a) transactions consummated during the previous six (6) month period;

(b) RFQ's or other opportunities presented, indicating approximate dollar value, Israeli response, current status and
comments; and

(c) visits to/by Israeli manufacturers.

(d) forecast of the aforementioned activities for the following six (6) month period.
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