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This amendment to the LOI is raised:

1- To inform industry that the ADIS procurement has been identified by the GoC

as a candidate for application of the ITB/VP process.
January 15, 2014 was the requested submission date for response to the LOI.

Industrial and Technological Benefits (ITBs) and Value Proposition

(VP) for Area Detection and Identification System (ADIS)
- For Information -

Background

On February 5, 2014, the Government of Canada (GoC) announced the Defence
Procurement Strategy (DPS). The DPS has three objectives: delivering the right
equipment to the Canadian Armed Forces (CAF) and the Canadian Coast Guard in a
timely manner; leveraging purchases of defence equipment to create jobs and
economic growth in Canada; and streamlining defence procurement processes.

In the past, the government’s primary tool for leveraging economic benefits from
defence procurements was the Industrial and Regional Benefits (IRB) Policy. With the
adoption of the DPS, the IRB Policy has been transformed into the Industrial and
Technological Benefits (ITB) Policy to support the government’s priority to secure
greater industrial benefits from defence procurements.

An additional element of the DPS is the use of a weighted and rated Value Proposition
(VP). Attime of bid, firms are required to submit a VP plan that demonstrates how the
firm’s bid will engage Canadian industry and improve economic outcomes. This plan
will be evaluated and given a score, thereby becoming a factor in determining the
outcome of a procurement. The weighting of a VP relative to price and quality will be
determined on a procurement-by-procurement basis, but it is expected to typically be
approximately 10% of the overall bid score.

Additional information on the DPS can be found online at
http://www.tpsgc-pwgsc.gc.ca/app-acg/stamgp-lamsmp/sskt-eng.html

Application of ITB/VP to ADIS

The ADIS procurement has been identified by the GoC as a candidate for application of
the ITB/VP process. The development of a VP is based on comprehensive analysis of
Canadian capability and global market trends, as well as industry engagement. For the
ADIS procurement to date, the GoC has:

* Reviewed independent analysis of global market trends;
* Analyzed global and domestic defence capabilities; and
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* Consulted with Regional Development Agencies (RDAS) to better understand
existing Canadian capacity in this area.

The next step is to consult with potential bidders to ensure the recommended approach
aligns with the objectives of the DPS and is fully implementable. To this end, the GoC
will be distributing a draft VP and associated discussion questions in advance of an
industry engagement initiative to be organized in September, 2014. This will be an
opportunity for interested parties to provide feedback on the proposed approach and to
help ensure that VP meets its mandate of strengthening the competitiveness of the
defence sector, incenting significant research and technology development investments
in Canada, and contributing to export-led growth in Canada.

Specifics of the industry engagement and supporting documents will be distributed by
August 31, 2014.

Page 3of - de 3



