LONG TERM AGREEMENT




BZ-A400M Release 3 (12/14/2009)
Breeze-Eastern Corporation, herein after referred to as “Buyer” and Purchase Order Recipient, herein after referred to as “Seller” and collectively referred to as “the Parties,” hereby enter into this Long Term Agreement (LTA) which is beneficial to the Parties for the purchase of the “Item(s)” listed on the Subject P/O for the Airbus A400M Military Transport Aircraft Systems (herein after referred to as “the Program”).  This LTA is effective as of the date of issue of the Subject & Subsequent Purchase Orders and is valid and in effect for the life of the A400M Performance Period (anticipated to continue until at least 2025).
WITNESSED:

WHEREAS, Buyer has entered into a long term agreement for the production and sale of Airbus A400M Military Aircraft Systems for use in the Program, and

WHEREAS, Buyer and Seller have been collaborating on the production of the Items for use in the Program, and

WHEREAS, Seller is a “Key Supplier” within Buyer’s Supply Chain for the Program, and

WHEREAS, Buyer desires to issue Purchase Orders to Seller to provide the Item(s) to the Buyer for requirements under the Program,
NOW, THEREFORE, in light of the aforesaid premises and in consideration of the mutual promises contained herein, the following additional Terms & Conditions are flowed down to the Seller: 
1.
Purchase Orders ~ Buyer will issue Purchase Orders to Seller for production, spare, overhaul and repair unit requirements specific to the Performance Period for the Item(s) in support of the Program provided Seller continues to deliver conforming Item(s) in accordance with the applicable Purchase Order requirements.

2.
Alternative Purchases ~ Where, with no fault of the Seller, Buyer elects to procure production, spare, overhaul or repair Item(s) requirements from an alternate source of supply, Seller shall be entitled to revise Seller’s Item(s) prices to reflect the new requirements, and submit new prices for the Item(s) to the Buyer.

3. Seller’s Warranty ~ 
For New Production Item(s):
Seller agrees to provide 36-month in-service warranty coverage for its Item(s).  Warranty period starts with shipment of Item(s) from Buyer’s dock to end customer.

For Overhauled or Repaired units:
Seller agrees to provide 18-month in-service warranty coverage for the Item(s).  Warranty period starts with shipment of Item(s) from Buyer’s dock to end customer.

4.
Payment ~ Unless other terms are in place, Buyer agrees to make payment within 45 days of delivery of Item(s) to Buyer provided the Item(s) is not rejected by Buyer.
5.
Inventory ~ Buyer agrees to buy and Seller agrees to maintain supporting inventory of the Item(s) and to sell to Buyer such Item(s) in accordance with the terms of this LTA and ensuing Purchase Orders.

6.
Purchase Order Terms and Conditions ~ All purchases of Item(s) under this LTA shall be subject to the terms and conditions set forth in the applicable Buyer’s Purchase Order.  This LTA shall take precedence over Buyer’s Purchase Order to the extent of any inconsistencies.  Purchase Order Terms and Conditions are available on Buyer’s website, www.breeze-eastern.com
7.
Quality and Performance ~ All Item(s) shipped in against the LTA will meet all Buyer’s specifications and requirements provided to Seller.  Seller also agrees to monitor its key (sub-tier) suppliers for both On-Time Deliveries and Quality Performance and to share this data (as requested) with Buyer.  Seller agrees to maintain lot control and traceability of top level assemblies, sub assemblies and all associated components.
8.
Continuous Improvement ~ Seller agrees to establish and maintain a Continuous Improvement Policy and Plan and to set target objectives for improvements.  The Policy would include setting goals and establishing methods for objectively measuring progress towards these goals.  The Plan should be iterative (repeated each year to seek new areas for improvement).  The Plan should focus on areas of Customer Satisfaction: measuring such things as warranty claims, delinquencies, backlog, acceptance ratings, On-Time delivery ratings to customer, etc; Quality: measuring such things as failure costs, test results (first pass yield, etc.), Sub-Tier Supplier ratings, Sub-Tier delivery ratings, etc.

9.
Disputes ~ Any disputes or disagreements arising from this LTA shall be settled in accordance with the rules of the American Arbitration Association in conjunction with the UCC (Uniform Commercial Code).  The arbitration shall take place in New Jersey and be subject to the laws of New Jersey.
10.
Risk Control ~ Seller agrees to provide and maintain an up-to-date Risk Register to Seller for Item(s) purchased under this LTA.  The Risk Register shall identify and control those factors which have the potential to interrupt the flow of the Item(s) (such as material availability, obsolescence, long lead items, etc.).
11.
Continuation of Supply ~ As requested, Buyer will provide a sample Risk Register to Seller and must approve Seller’s Risk Register prior to execution of production quantities under this LTA.  Should Supplier cease to have the ability or willingness to provide Item(s) as outlined in this LTA and its related Purchase Order(s), for any reason, Supplier agrees to provide in a timely manner, to Buyer, all documentation necessary for Buyer to procure subject Items elsewhere.  This includes drawings, formulas, procedures, specifications, routings and any other documentation and instructions needed to manufacture, reproduce and test said Item(s).  Seller also agrees to release Buyer from any proprietary restrictions which would limit Buyer’s ability to independently manufacture and use the Item(s) even if subcontracted through a third party.  Seller agrees that any materials provided hereunder will only be used in connection with the production of Item(s) for the Program.
12.
Industrial Controls ~ Seller agrees to provide and maintain an up-to-date Industrial Flow Chart as requested by Buyer.  Buyer agrees to provide sample Industrial Flow Chart to Seller as requested.  Seller agrees to notify Buyer of any key Industrial Flow Changes including, but not limited to; process changes, specification changes, formula changes, significant personnel changes or any other key change which has the potential to interrupt the Industrial Flow of Item(s) to Buyer.  Seller agrees that Buyer maintains configuration control.
13.
Commitment to Capacity ~ Seller agrees to plan and accommodate for capacity growth and to provide the necessary capacity and to utilize subject capacity to meet required deliveries as per this LTA and related Purchase Order(s).
14.
Breach and Termination for Breach ~ Failure by Seller to make timely deliveries or to ship acceptable quality Item(s), or to provide the necessary support, or to comply with any of the other terms of this LTA or the Terms & Conditions of the applicable Purchase Order(s) shall constitute a breach of this LTA.  Continued late deliveries by Seller past fifteen (15) days will constitute a breach.  Failure by Buyer to make timely payment past fifteen (15) days for undisputed Item(s) according to the agreed upon terms shall constitute a breach.  Failure by either party to perform any of its material obligations under this LTA shall constitute breach.  In the event of such breach of this LTA by either party, the non-breaching party may send a notice of breach to the breaching party that specifies the nature of the breach.  If the breaching party does not cure such breach within fifteen (15) business days after receipt of said notice of breach, the non-breaching party may, at that time, consider this LTA terminated and promptly send final termination notice to the breaching party.
15.
ITAR ~ The Item(s) produced hereunder and all related materials are covered under the International Traffic in Arms Regulation (22 C.F.R. Chapter 1, as amended) (“ITAR”) and the Parties shall comply with the requirements thereof.

16.
Notices and Changes ~ All communications regarding this LTA shall be in writing and 
            shall be sent via United States Mail or by facsimile, by overnight delivery service or by 
            e-mail to the party affected. No change to this LTA shall be effective unless negotiated
           and mutually agreed to, in writing, by both Buyer and Seller.
17.
Entire Agreement ~ This LTA and related Purchase Orders and the relevant Non-Disclosure Agreement constitute the complete Agreement between Buyer and Seller.  Prior and contemporaneous agreements, understandings and proposals, written or oral, between Buyer and Seller relating to this subject area are null and void and superseded by this LTA.
18.
Confidentiality ~ This LTA shall be treated as confidential by both Buyer and Seller and is not to be divulged to any third parties.
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