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SECTION G: CONTRACT ADMINISTRATION DATA

G.001 ADDITIONAL CONTRACT ADMINISTRATION INFORMATION

(a)

(b)

(©

(d)

The National Nuclear Security Administration (NNSA) is a separately organized agency
of the United States within the Department of Energy (DOE) that discharges its
responsibilities for national security, in part, through the conduct of research and
development in a number of scientific and technical areas at highly specialized facilities
owned by the United States and managed and operated by contractors. These
responsibilities are executed pursuant to, and this Contract is authorized by, the Atomic
Energy Act of 1954, as amended (42 U.S.C. §§ 2011, et seq.), the DOE Organization Act,
as amended (42 U.S.C. §§ 7101, ef seq.), Public Law 106-65 (50 U.S.C. §§ 2401, et seq.),
and other applicable laws.

The University is now engaged in the operation of the Los Alamos National Laboratory
and the Lawrence Livermore National Laboratory, which are highly specialized facilities
of DOE and federally-funded research and development centers, and the performance of
services related thereto pursuant to this Contract which was initially executed on behalf
of the Government by the War Department on January 1, 1943, modified a number of
times and, as modified, transferred to the Atomic Energy Commission on January 1,
1947, by Executive Order No. 9816; modified a number of times and, as modified,
transferred to the Energy Research and Development Administration by Public Law 93-
438, October 11, 1974; further modified and transferred to the DOE by Public Law 95-
91, August 4, 1977; and thereafter amended by additional modifications.

The University, as a non-profit research university of the State of California, manages the
Laboratory and performs research and development in support of the national defense, as
a public service to the nation, under a cost-reimbursement contract which provides
reasonable assurance, pursuant to and subject to the limitations of, its terms, that funds or
indemnifications are available to the University to safeguard it against liabilities or losses
associated with its role as the Contractor.

The University is responsible for performing agreed-upon scientific and technical
programs with the highest possible quality; fostering an environment at the Laboratory
conducive to scientific inquiry, the pursuit of new knowledge, and the development of
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creative ideas related to important national interests; and managing the Laboratory in
accordance with world-class standards.

(e) DOE and the University recognize that in performing the Contract there must be an
appropriate balance between the conduct of world-class scientific and technical research
and the conduct of activities necessary for the prudent operation of the facility, the
management of the workforce, and the safe conduct of research.

63) The University utilizes a variety of mechanisms to review, assess, and advise on matters
related to the operation of the DOE laboratories that it manages, including but not limited
to: the Regents’ Committee On Oversight of DOE Laboratories, a Council on National
Laboratories advisory to the President of the University, the Laboratory Senior
Management Council, the National Laboratory Coordinating Council, the Laboratory
Operations Management Council, peer reviews, and faculty initiatives under the
Academic Senate.

G.002 COMMUNICATIONS PROTOCOL

With the appointment of the Vice President Laboratory Management (VPLM), communications
and primary relationships shall be as follows:

Secretary of Energy President of the University of California
Administrator of NNSA/Undersecretary of VPLM

DOE

Deputy Administrator/NNSA Laboratory Director

Recognizing the value of open communication, there will be cross-communications amongst
the positions indicated above. At the Field/Operations Office Level, both the VPLM and
the Laboratory Director will interact with the Field/Operations Office Manager on a regular
basis.
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SECTION H: SPECIAL CONTRACT REQUIREMENTS

H.001 ADDITIONAL DEFINITIONS

In addition to the definitions contained in Section I clause entitled Definitions, when the
following terms are used in the Contract, they shall have the meaning as set forth below:

(a) "Contractor" or "University" means The Regents of the University of California.

(b) "Contractor’s managerial personnel" means any officer or officers of The Regents of the
University of California, Laboratory Director, Laboratory Deputy Director(s),
Laboratory Counsel, Chief Financial Officer, Business Manager, Human Resources
Director, and anyone acting in any of the above-named positions.

() "DOE Directive" means those DOE Orders, Notices, Manuals, Guides, Standards, and
other Contracting Officer directions which are referred to in Appendix G, List of
Applicable Directives.

(d) "Laboratory" means Lawrence Livermore National Laboratory (LLNL).

(e) "Laboratory Director" means the Director of the Laboratory, or an Acting Director, or
designated representative.

3} "Contractor," "person," or "someone acting for the Contractor" shall mean a Regent of
the University of California for the purposes of Section I clause entitled Cancellation,
Rescission, and Recovery of Funds for Illegal or Improper Activity.

(2) "Patent Counsel" means the DOE Patent Counsel assisting the DOE contracting activity.

(h) "Subject Invention" means any invention of the Contractor conceived or first actually
reduced to practice in the performance of work under this contract, provided that in the
case of a variety of plant, the date of determination (as defined in section 41(d) of the
Plant Variety Protection Act, 7 U.S.C. 2401(d)) shall also occur during the period of
contract performance.
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H.002 THIRD PARTIES

Nothing contained in this contract, or its amendments, shall be construed to grant, vest, or create
any rights in any person not a Party to this Contract. This provision is not intended to limit or
impair the rights which any person may have under applicable federal statutes.

H.003 UNIVERSITY-DIRECTED RESEARCH AND DEVELOPMENT

The Contractor may conduct University-directed research and development at or for the
Laboratory using fees paid to the Contractor under this Contract. As part of this activity, the
Parties recognize the importance and mutual benefit to be derived from continued complementary
and beneficial programs between the University and the Laboratory. The Parties agree that the
source of funding for work described in this clause, shall be limited to the program performance
fee paid in accordance with Section H clause entitled Program Performance Fee. Work performed
at the Laboratory under this clause shall be performed on a non-interference basis with any DOE
directed and funded work of the Laboratory, and shall be within the general scope of work and in
accordance with the terms of this Contract. The Contractor will provide information to DOE
regarding work to be performed under this clause in accordance with procedures developed and
agreed to by the Parties.

H.004 WORK AUTHORIZATION

(a) Work programs shall be developed by the Contractor and approved by DOE in
accordance with applicable DOE directives, and shall constitute work to be performed
under this Contract during the pertinent periods involved. Such work programs may
include program and project performance objectives and milestones. The Contractor shall
consult with DOE, as necessary, during the process of developing work programs.
Subject to the other provisions of this contract, changes in the agreed work program, not
constituting major changes, may be made by the Contractor when it appears to the
Contractor, to be in the best interest of the scientific and technical objectives of the agreed
work program to do so. It is understood that the nature of the research and development
work under this Contract is of a specialized character not readily reducible to production
schedules. In view of these circumstances, it is agreed that the research and development
work is performed on a best effort basis.

(b) Due to the critical character of the work from the standpoint of national significance, it is
understood by the Parties hereto that very close collaboration will be required between
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the Contractor and DOE with respect to direction, emphasis, trends and adequacy of the
total program.

(c) (1) The annual work program and budget are principal devices used by DOE in
program development, integration, execution, and cost estimating. To make the
work program and budget most effective in assuring comprehensive coverage of
DOE missions, it is the responsibility of DOE to keep the operators of DOE's
laboratories continually advised of DOE’s overall program goals, scientific and
technological problems, and its current long range objectives. In light of such
information, the Contractor will propose possible new objectives and present
preliminary work programs in the area of its competence which, from its point of
view, will either strengthen the overall DOE program or provide additional
support in areas which, in the Contractor's judgment, are being inadequately
exploited, or initiate new areas of investigation which appear of potential
importance.

(2) It is the responsibility of DOE to formulate overall program budgets, taking into
consideration the proposals submitted by the Contractor, consistent with funds
appropriated by the Congress and all its other program needs.

3) The Contractor shall prepare a final work program and budget consistent with
DOE’s overall program budget. Upon DOE approval, it is the Contractor's
responsibility to conduct its work program within limits established by these
approvals unless and until they are modified by DOE.

(d) In accordance with the basic considerations stated in paragraph (c) above, the Contractor
and DOE will utilize the Program Budget procedures on a Government fiscal year basis
for the establishment of the Laboratory Program Budget. Procedures for the presentation
of work programs and cost estimates shall be jointly developed. In order to meet the
requirements of Government budgetary practice, the Parties agree:

(1) As early as possible in each calendar year, DOE shall supply the Contractor with
the dollar amounts for the Laboratory contained in the President's Budget, with
Program assumptions and guidance which the Contractor will be expected to
consider in the development of its program and budget, and with all changes to
existing budget and accounting policies and procedures to be used in the current
budget preparation.
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Prior to April 1 (or such other date as may be agreed upon) the Contractor shall
submit to DOE for approval a comprehensive work program for the next two
fiscal years, together with a description of the current work program, and the
Contractor shall submit a budget estimate for the next two fiscal years, together
with a revised budget estimate for the current fiscal year.

As soon as possible after October 1 of each year, DOE shall issue Work
Authorizations and an Approved Funding Program to the Contractor for the
current fiscal year.

DOE approved work programs, program performance expectations and milestones
as appropriate, and budget estimates shall be reflected in Work
Authorizations/Annual Program Letters/Activity Data Sheets/Program Baseline
Summaries and Approved Funding Programs. These documents will be issued to
the Contractor as soon as possible after funds become available. If, in preparing
Work Authorizations/Annual Program Letters/Activity Data Sheets/Program
Baseline Summaries and Approved Funding Programs, it is determined that
changes are needed in the work program and budget estimates submitted by the
Contractor, DOE and the Contractor shall agree upon the changes in the work
before final issuance of these documents.

The Work Authorizations/Annual Program Letters, and with respect to work
funded by the office of Environmental Management, Program Baseline Summaries,
and Approved Funding Programs, specify the funds available for work under the
Contract for the fiscal year and, in addition, may establish limitations on costs to
be incurred for individual portions of the work. The Contractor shall comply with
such limitations and shall promptly notify the Contracting Officer, in writing,
whenever it becomes apparent that there is likely to be an overrun with respect to
any specific limitation in the Work Authorization/Annual Program Letters, and
with respect to the work funded by the office of Environmental Management,
Program Baseline Summaries, and Approved Funding Programs. Funds made
available for work under the contract, and set forth in Approved Funding
Programs or other funding documents, shall not be reduced except by written
agreement of the Parties.

Additional programs and projects to be conducted at the Laboratory within the
scope of the Contract may be established by agreement between the DOE and the
Contractor.
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A Contract modification shall be issued to the Contractor on or before September 30 of
each year (or such other date as may be agreed upon) to provide additional funds, and
further Contract modifications may be issued or entered into from time to time to provide
appropriate modifications in the total amount of funds made available under the Contract.
DOE agrees to use its best efforts to provide stable funding in support of the Contract
work and it is DOE's intention that there shall be so provided at all times sufficient funds to
support the work program at the level authorized by DOE.

During the course of the work, DOE shall review the work program and its costs based
upon information submitted by the Contractor and may, after consultation with the
Contractor, revise the Work Authorizations and Approved Funding Programs established
by DOE under paragraph (e) above and with the agreement that the Contractor make any
necessary revisions to the documents cited in this clause.

It is the intent of the Contractor and DOE to agree from time to time upon long-term
work programs covering certain portions of the work to be performed under this contract.

The Contractor shall maintain current cost information adequate to reflect the cost of
performing the work under this Contract at all times while the work is in progress, and
shall prepare and furnish to the Government such written estimates of cost and
information in support thereof as the Contracting Officer may request.

INTELLECTUAL AND SCIENTIFIC FREEDOM

H.005

(2)

(b)

(©)

The Parties recognize the importance of fostering an atmosphere at the Laboratory
conducive to scientific inquiry and the development of new knowledge and creative and
innovative ideas related to important national interests.

The Parties further recognize that the free exchange of ideas among scientists and
engineers at the Laboratory and colleagues at universities, colleges, and other laboratories
or scientific facilities is vital to the success of the scientific, engineering, and technical
work performed by Laboratory personnel.

In order to further the goals of the Laboratory and the national interest, it is agreed by the
Parties that the scientific and engineering personnel at the Laboratory shall be accorded
the rights of publication or other dissemination of research, and participation in open
debate and in scientific, educational, or professional meetings or conferences, subject to
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the limitations included in technology transfer agreements and such other limitations as
may be required by the terms of this Contract. Nothing in this clause is intended to alter
the obligations of the Parties to protect classified or unclassified controlled nuclear
information as provided by law.

(d) Nothing in the Section I clause entitled "Public Affairs" or the Section H clause entitled
"Lobbying Restriction (Department of Interior and Related Agencies Appropriation Act,
2001)" is intended to limit the rights of the Contractor or its employees to publicize and
to accurately state the results of its scientific research.

H.006 LONG-RANGE PLANNING, PROGRAM DEVELOPMENT AND BUDGETARY
ADMINISTRATION

(a) Basic considerations. Throughout the process of planning, and budget development and
approval, the Parties recognize the desirability for close consultation, for advising each
other of plans or developments on which subsequent action will be required, and for
attempting to reach mutual understanding in advance of the time that action needs to be
taken.

(b) Institutional planning. It is the intent of the Parties to develop annually, planning
documents and activities, e.g. 10-year comprehensive site plan, planning, programming,
budgeting, and evaluation system (PPBES), documentation, reports associated with
Appendix E, technology transfer activities, and internal strategic planning documents.
Planning documents and activities approved by DOE provides guidance to the contractor
for long-range planning of laboratory programs, and site and facility development. The
budget and personnel information developed as a part of the process will serve as a
baseline for projected work at the Laboratory and will be submitted by December 1% each
year to the Contracting Officer for approval by DOE.

() DOE approval. DOE approval of the program proposals and budget estimates will be
reflected in work authorizations and financial plans developed and issued to the
Contractor.
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H.007 PERFORMANCE-BASED MANAGEMENT

(a)

(b)

This Contract is a management and operating Contract arrangement that is performance-
based. This performance-based management Contract uses clearly defined Standards of
Performance consisting of Strategic Performance Objectives and supporting Performance
Measures agreed to in advance on a fiscal year basis and are incorporated into the
Contract as Appendix F. These standards are used for the appraisal and evaluation of
work under this Contract .

(1) The Parties agree that the purpose of the Appendix F is to focus on strategic and
mission-critical activities — i.e., the “critical few” — and to appraise the Contractor’s
systems and outcomes in terms of:

* Are they producing appropriate national security, science and technology results?
* Are they producing these results efficiently, safely and securely?

(2) The framework for Appendix F consists of no more than ten interdependent Strategic
Performance Objectives. These Objectives address the Contractor’s mission, operations,
and management performance in support of NNSA’s current and future national security
responsibilities.

(3) Where one or more of the annually negotiated Objectives assumes integrated efforts
and performance by Lawrence Livermore National Laboratory and Los Alamos National
Laboratory, the Parties agree that performance will be evaluated on the basis of the
integrated effort between the two Laboratories. Performance on all other Objectives will
be evaluated separately for the two Laboratories. Further details about how the
Contractor will evaluate their performance are contained in the Contractor’s Evaluation
Plan.

(4) The Parties agree that the Appendix F appraisal process is owned and managed by
their respective senior executives, who will annually negotiate specific measures and other
provisions. NNSA/DOE reserves the right for the Site Office Manager to make the final
decision on the “critical few” performance objectives and measures. A rigorous, integrated
performance evaluation process by the Contractor will be required for the purpose of
documenting performance against Appendix F.

(5) The Contractor will provide an annual Contractor’s Evaluation Report assessing their
performance. An annual Performance Evaluation Report prepared by the Site Office
Manager will provide an evaluation of the Contractor’s performance during the Appendix
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F appraisal period. NNSA/DOE will use the Contractor’s Evaluation Report as the
primary basis for the annual appraisal of Contractor performance, recognizing that
NNSA/DOE will take into account other pertinent information, including that
performance against each Strategic Performance Objective is subject to timely
availability of adequate funding, as well as operational oversight, internal and external
program reviews and audits, consistent with the intent of this Contract, in determining the
annual appraisal for performance.

Appendix F is a key component of the Contractor’s broad-based, comprehensive
performance assurance system that provides sufficient information to validate that the
Contractor is effectively and efficiently meeting requirements of this Contract. The
Contractor’s performance assurance system will address areas of performance not
addressed in Appendix F. Additionally, it will provide for self-assessment and integrated
oversight methods; processes to enhance efficiency and effectiveness; use of
comprehensive and balanced peer review conducted through the University’s President’s
Council to evaluate the overall quality of science and technology performance and
Laboratory management’s effectiveness in fostering an atmosphere conducive to scientific
inquiry and intellectual freedom ; and other methods or processes appropriate to assuring
Contractor performance. The performance assurance system is expected to evolve over
the life of this Contract and will be developed and modified by the Contractor as
appropriate to reflect NNSA policies and procedures related to corporate governance,
NNSA-contractor interfaces, and PPBES.

The Parties agree to continue their "Partnership for Performance" program to drive
performance improvement, reduce cost of operations, streamline oversight practices,
apply best business practices to the extent practicable, and provide best-value support
and maximum contribution to national interests via scientific and technical excellence.

PENSION PLAN

(a)

Adoption of the principles and procedures in this clause shall not be deemed nor be
intended to neither create rights in third parties nor abrogate existing rights of pension
plan members performing services under this Contract. All assets and liabilities
associated with employee contributions to the Contractor’s Defined Contribution Plan
and the Tax-Deferred 403(b) Plan shall be excluded from these principles and procedures.
The following stipulations apply, as appropriate, to the defined benefit pension plan, the
University of California Retirement Plan (UCRP), covering University of California
employees working under contracts at DOE-owned and Contractor-operated facilities.
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(b) Basic requirements.

(1) DOE shall be notified prospectively of each change to the UCRP that could have a
significant impact on current or future Departmental funding or liabilities.

(1) Changes covered by this provision include any change to a benefit, right or
feature of the Plan and any change to a funding method or assumption.

(i1) A significant impact is a change that requires the approval of the Regents
of the University of California.

(2) Prospective notice will be provided to the DOE for each newly adopted pension
plan or change requiring prospective notice as described in subparagraph (b)(1)(1)
above, including any changes to non-DOE-reimbursed segments of commingled
pension plans.

3) For purposes of this clause, prospective notice shall mean written notice,
including a copy of the proposed change, at least thirty (30) days in advance of
approval of each change to the URCP by the Regents of the University as trustees
of the pension plan.

(4) The pension plan shall be submitted to an annual, full-scope audit by an outside
independent auditor. The Contractor shall provide a report of such audit to DOE
within seven months after the end of the plan year to which the audit applies.

(5) The Contractor shall maintain a separate annual accounting of liabilities and assets
attributable to each Laboratory. Market value of assets on an accrual basis at the
beginning of a plan year shall equal the assets at market value on an accrual basis
at the end of the prior year based on the separate annual accounting of the prior
plan year. The procedures for annual accounting of contributions to UCRP are for
each plan year (July 1 through June 30), the Contractor will provide an annual
accounting of assets associated with DOE-funded employer contributions and
employee contributions under Contract No. W-7405-ENG-36 as follows:

(1) Market value of assets at the beginning of a plan year;
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(i) (A)  Employer contributions made during a plan year, less the employer
contributions transferred to the Social Security Administration on
behalf of Contract employee members of UCRP who elected Social
Security coverage in 1976 or 1977; and

(B)  Employee contributions made during a plan year, less the
employee contributions transferred to the Social Security
Administration on behalf of Contract employee members of UCRP
who elected Social Security coverage in 1976 or 1977;

(ii)  The dollar amount of investment income from applying the rate of return
on the accrual-basis market value of UCRP assets to subparagraphs

(b)), (ib), (iv) and (v);

(iv)  Benefits disbursed on account of Contract employees during the plan year,
including return of accumulated employee contributions;

(v) Administrative expenses paid from the trust shall be allocated to the
Laboratories in the same proportion that the market value of assets
assigned to the Laboratory segment bears to the market value of the total
asset fund as of the beginning of the plan year. However, there may be
situations agreed to by the DOE where specific expenses would directly be
charged to each Laboratory in addition to the proportionate share of
expenses; and

(vi)  Market value of assets at the end of the plan year = [subparagraphs
(b)(5)(1) + (i1) + (iii) - (iv) - (v)]. The annual accounting shall include the
market value of such assets as of June 30, 1991, and as of the end of each
plan year thereafter.

(6) "Contract service assets" means the accrual basis market value given by the
accounting which is referred to in subparagraph (b)(5).

(7) All plan provisions of the UCRP are applicable to all eligible employees of the
Contractor, including those employed at a DOE Laboratory and, as such, a single
contribution rate, expressed as a percentage of covered compensation, is calculated
for the Plan. This single rate is to be applied to all members of the Plan in order to
determine the contribution, if any. For purposes of assessing the liabilities of the
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DOE segment of the Plan as described in paragraphs (e), (), and (g), the DOE will
have no liabilities to the Plan beyond that associated with Laboratory employees
who are members of the Plan.

The DOE will be given prospective notice of any changes in the scope of the
administration of the DOE-reimbursed pension plans that require a change in
administration cost of five percent or more. Changes in administration cost
resulting directly from normal inflation in administration costs or per specific
DOE requests do not require notice.

If and when the funded status (measured by dividing the actuarial value of assets
by the entry age liability of UCRP), reaches 150 percent, the President of the
University will initiate a review of the surplus situation and provide to DOE a
copy of the Contractor’s recommendations to bring the fund into conformity with
the long-term needs of the Plan. Any recommendation by the Contractor for the
disposition of the Plan assets in connection with a Plan termination or spin-off
will be consistent with the then applicable federal and state laws relating to
qualified pension plans and ensure equitable distribution of excess Plan assets to
DOE and the University-reimbursed Plan segments as provided in this clause.

The DOE will pay costs for any special retirement and/or actuarial analysis that it
requests during the period of the contract.

DOE has the right to take any action it deems appropriate and consistent with
applicable law with reference to the pension plan.

Funding requirements.

(1

)

Contributions to the Plan will be based on the actuarial valuation for the Plan and
will be approved by the Contractor’s Plan Trustees (The Regents of the
University of California).

DOE agrees to continue to fund for the Contract term(s), as extended, the
employer cost of UCRP for Contract employees at the contribution rates
established from time to time by Contractor, subject to the following restriction:
The DOE funded contribution shall not exceed the full funding limit as defined in
the Internal Revenue Code, Section 412.
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The DOE funding policy is intended to be congruent with the basic objectives of
the cost accounting standards (CAS) and will generally result in funding consistent
with the CAS. If this policy causes a temporary, technical inconsistency with the
CAS, the Contractor shall immediately notify the cognizant Contracting Officer
and Chief Financial Officer. Contractors have recourse to the cost principles
found at FAR 31.203, 31.205-6 and 31.205-10 and shall avoid penalties on that
basis.

If more than five percent of the members of each Laboratory transfer from the
Contractor’s private operations to the DOE Laboratories annually, or vice versa,
appropriate adjustments shall be made to the pension fund or segments’ assets
and liabilities.

Reporting requirements for designated contracts. The following reports shall be
submitted by the last day of the plan year to DOE for each Laboratory.

(1

2)

The annual actuarial valuation report includes information in the annual separate
actuarial valuations for each Laboratory which DOE may reasonably request.
DOE shall pay the cost of all separate valuations. At a minimum, these reports
shall include: an itemized cashflow; the aggregate covered compensation; a
distribution of active members by age, service, and salary; separate distributions
of retirees and terminated vested members by age and benefit amount; a brief
description of each amortization base, if any, and its date, original amount, and
annual payment; an itemization of the changes in the numbers of actives, retirees
and terminated vested members during the plan year; the rate of interest currently
credited to employee contributions; a statement of the Financial Accounting
Standards (FAS) 35 liabilities; a statement of the current liability under Internal
Revenue Code Section 412; a development of the total actuarial gain or loss; a
statement of actuarial assumptions and methods; calculation of the assets of each
Laboratory; calculation of the actuarial asset value; calculation of contribution
requirements; and a statement of the changes, if any, in benefits, assumptions or
methods since the last report.

A copy of the Financial Accounting Standards Board Statement 87 report
prepared each year to satisfy the expense-reporting requirement of the Office of
Management and Budget.
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In order to report the funded status (surplus or deficit) of each Laboratory’s
portion of UCRP to the DOE, the Contractor will measure the liabilities using the
Entry Age Normal actuarial method and the Actuarial Value of Assets as defined
in the valuation report indicated in subparagraph (d)(1) above.

Terminating operations. When operations at a DOE Laboratory are terminated and no
further work is to occur under this contract, the following rules shall apply:

(1

2)

G)

No further benefits for service shall accrue after the Contract termination date, or
such earlier date as agreed to by the DOE and the Contractor.

The Contractor shall take steps to return to the DOE a portion of the UCRP
assets attributable to the Contract employees through a spin-off-reversion
transaction. Such a transaction shall be accomplished by the Contractor’s (i)
establishing a Spin-off Plan for certain Contract employees and transferring the
assets to the Spin-off Plan as set forth below, (i1) terminating the Spin-off Plan
and receiving back any assets in excess of those needed to provide benefits to the
members in the Spin-off Plan, and (iii) transferring the reverted assets (less any tax
or other liabilities imposed upon the Contractor because of the receipt of the
assets) to the DOE. The Contractor’s participation in the transactions described
in the preceding sentence is conditioned upon its receiving satisfactory rulings
from the Internal Revenue Service and any other appropriate Government
agencies that the transactions contemplated by the sentence will have no adverse
effect on the Contractor, the UCRP, or the members of the UCRP.

Procedures with respect to the spin-off and reversion.

(1) The liabilities as of the effective date of the Spin-off Plan for members to
be covered by the Spin-off Plan shall be calculated by using the UCRP
Plan provisions, actuarial assumptions, and actuarial cost methods as then
in effect. The only members to be covered by the Spin-off Plan (the
"Spin-off Members") are members of the UCRP as of the Spin-off date
who are terminated active and inactive Laboratory members, excluding
pensioners, survivors, and members receiving disability income under the
UCRP.

(i) Assets to be transferred to the Spin-off Plan shall be determined by a
formula to be negotiated between the Parties, subject to an IRS ruling and
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in compliance with the laws of the State of California as to permitted
agreements that may be contained in the aforementioned formula. If
permitted, assets for the Spin-off Plan shall be determined generally in
accordance with the following formula.

A — B, where

A = Market value of assets assigned to the DOE Laboratories as
determined from paragraph (b)(5) as of the last business day of the
calendar quarter which ends coincident with, or next preceding, the
effective date of the spin-off. From the effective date of spin-off
to the date of transfer of the assets, interest will be credited at the
rate established for a one year Treasury bill as published by the
Federal Reserve.

B = Liabilities associated with pensioners, survivors, members
receiving disability income (including projected benefit increases),
and active members (contract employees) who are retained by the
Contractor determined as of the last business day of the calendar
quarter which ends coincident with, or next preceding, the effective
date of the spin-off. In determining these liabilities, the present
value of future ad hoc benefit improvements shall be included based
on past practices.

If, for technical, administrative, or regulatory reasons, the preceding
formula proves inapplicable, the Contractor and DOE shall bargain
in good faith to produce a result which would be as equitable to
both parties as the preceding formula and in compliance with
applicable law.

(i)  The Parties agree that any disposition of Contract service assets or
transfer of liabilities upon a spin-off shall be consistent with the then
applicable federal and state laws relating to qualified defined benefit
pension plans and shall be subject to obtaining such rulings and/or
approvals from cognizant federal and state agencies as may be required by
law or deemed prudent by the Contractor or DOE.
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(A)  When a Spin-off Plan has been established, UCRP shall retain the
liabilities associated with pensioners, members receiving UCRP
disability income, and survivors and Contract employees who are
retained by the Contractor.

(B)  Under a Spin-off Plan acceptable to the DOE and which fulfills all
of the Contractor’s fiduciary responsibilities under UCRP, and
which further assumes UCRP liabilities for transferred Contract
employees, the Contractor agrees to transfer to the trustees of the
Spin-off Plan an amount equal to the Contract service assets to be
transferred as determined above. Such amount shall be transferred
as investment holdings of the UCRP, plus any necessary United
States Currency, or, by mutual agreement of the Parties, the total
amount may be transferred as United States Currency. Agreement
by the DOE and Contractor will not be unreasonably withheld.

1. If the asset transfer to the Spin-off Plan is made in the form
of investment holdings, such holdings shall include cash,
equity, securities, and fixed income securities, but shall
exclude any investment holding (and earnings thereon)
acquired from the effective date of the spin-off. Such assets
shall be allocated on a pro-rated basis, with proration for
fixed income assets based on rating and classification. The
pro-rata allocation shall be the ratio of (A) and (B) where,
(A) is the Contract service assets referred to in
subparagraph (e)(3)(ii) above; and (B) is the total assets of
the Retirement Fund of UCRP at market value as of the
effective date of the spin-off. Such assets shall be
transferred within 36 months of the creation of the Spin-off
Plan and shall include actual investment earnings (gains or
losses) of such assets less expenses and benefit
disbursements from the effective date of the spin-off to the
date of transfer.

2. The Contractor will transfer assets at a rate at least
sufficient to meet the cashflow requirement of transferred
employees who go into benefit status under the Spin-off
Plan.
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3. If the transfer is made as United States Currency, the
transfer shall be increased to include interest credited at the
rate established for a one year Treasury bill as published by
the Federal Reserve. This rate will be in effect from the
first day following the effective date of spin-off through the
day of payment.

(iv)  Subsequent to the spin-off, UCRP shall, subject to obtaining all necessary
IRS and other appropriate governmental approvals, terminate the Spin-off
Plan, purchase annuities for the Spin-off Members with the assets of the
Spin-off Plan, receive the remaining assets of the Spin-off Plan as a
reversion and transfer the remaining assets (less any tax or other liabilities
imposed upon the Contractor because of the receipt of such assets) to the
DOE.

® Contract termination and selection of a successor contractor. Should another contractor
replace the Contractor, the following become requirements:

(1) Liabilities for present and future benefits of Contract employees in the event there
is a successor plan. The liabilities as of the effective date of disaffiliation for
members to be covered by a successor pension plan shall be calculated by using
the UCRP Plan provisions, actuarial assumptions, and actuarial cost methods as
then in effect. Active members not retained by the Contractor are the only
members to be covered by a successor pension plan.

(2) (1) Contract service assets in the event there is a successor pension plan.
Contract service assets shall be determined by a formula to be negotiated
between the Parties, subject to an IRS ruling and in compliance with the
laws of the State of California as to permitted agreements that may be
contained in the aforementioned formula. If permitted, contract service
assets for a successor contractor shall be determined generally in
accordance with the following formula:

A - B, where

A = Market value of assets assigned to the DOE Laboratories as
determined from subparagraph (b)(5), as of the last business day of the
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calendar quarter which ends coincident with, or next preceding, the
effective date of disaffiliation. From the effective date of spin-off to the
date of transfer of the assets, interest will be credited at the rate
established for a one year Treasury bill as published by the Federal
Reserve.

B = Liabilities associated with pensioners, survivors, terminated vested
and nonvested inactive members, members receiving disability income
under the UCRP and active members (contract employees) who are
retained by the Contractor as determined pursuant to subparagraph (f)(1)
above.

If, for technical, administrative, or regulatory reasons, the preceding
formula proves inapplicable, the Contractor and DOE shall bargain in good
faith to produce a result which would be as equitable to both parties as the
preceding formula and in compliance with applicable law.

(i1) In no event, however, shall the UCRP retain an amount less than the
liabilities for benefits of members whose liabilities are retained by the
UCRP. Notwithstanding the provisions of this paragraph (f), the Parties
further agree to consider the desirability of covering pensioners, survivors,
UCRP disability recipients, and terminated vested and nonvested members
under a successor plan.

3) Disposition of contract service assets and liabilities. The Parties agree that any
disposition of contract service assets or transfer of liabilities upon Contract
termination shall be consistent with the then applicable federal and state laws
relating to qualified defined benefit pension plans and shall be subject to obtaining
such rulings and/or approvals from cognizant Federal and State agencies as may be
required by law or deemed prudent by the Contractor or DOE.

(1) Retention of assets and liabilities. When a successor pension plan has
been established by a successor contractor, UCRP shall retain the liabilities
associated with pensioners, survivors, UCRP disability recipients, and
terminated vested and nonvested members and active members who are
retained by the Contractor as determined in subparagraph (f)(1) above. In
the event that there is no successor plan, UCRP shall retain the liabilities
associated with all members (contract employees).
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Transfer of assets and liabilities to successor pension plan. Under a
successor pension plan acceptable to the DOE and which fulfills all of the
Contractor’s fiduciary responsibilities under UCRP, and which further
assumes UCRP liabilities for transferred Contract employees, the
Contractor agrees to transfer to the trustees of such successor plan an
amount equal to the contract service assets as determined in subparagraph
(H)(2) above. Such amount shall be transferred as investment holdings of
the UCRP, plus any necessary United States Currency, or, by mutual
agreement of the Parties, the total amount may be transferred as United
States Currency. Agreement by the DOE and Contractor will not be
unreasonably withheld.

(A)  If the asset transfer to the successor contractor’s trust is made in
the form of investment holdings, such holdings shall include cash,
equity securities and fixed income securities, but shall exclude
investment holdings (and earnings thereon) acquired after the
effective date of disaffiliation. Such assets shall be allocated on a
pro-rated basis, with proration for fixed income assets based on
rating and classification. The pro-rata allocation shall be the ratio
of (A) and (B) where, (A) is the contract service assets referred to
in subparagraph (f)(2) above and (B) is the total assets of the
Retirement Fund of UCRP at market value as of the effective date
of disaffiliation. Such assets shall be transferred within 36 months
of the effective date of disaffiliation, and shall include actual
investment earnings(gains or losses) of such assets less expenses
and benefit disbursements from the effective date of disaffiliation
to the date of transfer.

(B)  The Contractor will transfer assets at a rate at least sufficient to
meet the cashflow requirement of transferred employees who go
into benefit status under the successor plan.

(C)  If the transfer is made as United States Currency, the transfer shall
be increased to include interest on the amount at the rate
established for a one year Treasury bill as published by the Federal
Reserve, from the first day following the effective date of
disaffiliation through the day of payment.
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(4) DOE agrees to require that, in the event of termination of work under the contract,
a successor contractor shall permanently maintain the benefit accrual terms and
conditions of UCRP for the Contractor employees transferred to the successor
contractor insofar as UCRP is consistent with the provisions of applicable law.

(5) In the event that there is no successor plan, a reconciliation of funding obligations
shall be done. A separate accounting of assets and liabilities for contract
employees shall be maintained by the Contractor. The Contractor shall assure
that accrued obligations to contract employees are met and that the fund is being
prudently managed. If, pursuant to approval by the Regents of the University of
California, all UCRP obligations to contract employees are fulfilled through a plan
spin-off and termination under the process outlined in subparagraphs (e)(3) above
and (g)(2) below, as applicable, the Contractor shall return any net excess assets
attributable to contract employees to DOE, if approved by the Internal Revenue
Service. If a funding shortfall arises as a result of economic conditions beyond the
Contractor’s direct control, the DOE agrees to contribute funds necessary to fully
fund liabilities to cover obligations to contract employees, not including active
employees who continue to be permanently employed by the Contractor.

() UCRP plan termination.

(1) In the unlikely event of plan termination, the Contractor shall not terminate any
pension plan (commingled or site-specific) without notifying the Department at
least 60 days prior to the scheduled date of plan termination, or if earlier, 60 days
before plan members are notified of the plan termination.

(2) The Contractor may satisfy plan liabilities to plan members by the purchase of
annuities through competitive bidding on the open annuity market or through the
payment of lump sums. Any competitive annuity bid process must include at
least five bidders, if possible, who satisfy the criteria listed in United States
Department of Labor Interpretive Bulletin 95-1. The final selection of insurance
company(ies) shall be based upon the bids of the qualifying companies, in
conjunction with the assessed quality of the annuity provider(s). Lump sums
shall be calculated using the same mortality table and actuarial assumptions which
the UCRP uses for purposes of defining actuarially equivalent. Otherwise, the
Parties to the contract shall negotiate the assumptions and methods for
determining DOE’s liability pursuant to paragraph (h) below.
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3) DOE-reimbursed assets which are in excess of the DOE liability shall revert to
DOE with interest. Interest shall accrue from the date of the event (defined in
paragraph (h) below as the date of pension plan termination) at the rate
established for a one-year Treasury bill as published by the Federal Reserve.

Financial requirement.

(1) Funds to be paid or transferred to any party as a result of settlements relating to
pension plan termination under paragraph (g) above shall accrue interest from the
effective date of termination until the date of payment or transfer.

(2) Terminating Operations. The Contractor shall calculate pension liabilities
attributable to DOE contract work. For this purpose, DOE and the Contractor
shall use the same mortality table as used for funding purposes, and an applicable
30-year Treasury rate of interest as the basis for the frozen liability calculation.

Special programs. The Contractor shall advise DOE in advance of each early-out
program, window benefit, disability program, plan-loan feature, employee contribution
refund, asset reversion, or incidental benefit. Any UCRP retirement system programs
proposal that is Laboratory specific which would increase the cost of the Contract
beyond that approved by Contractor for Contractor employees shall be approved in
advance by the Contracting Officer and the Contractor.

AGREEMENT PERTAINING TO PUBLIC EMPLOYEES RETIREMENT

H.009

(2)

(b)

SYSTEM (PERS)

The Contractor agrees to cooperate fully with DOE by providing information relative to
the California Public Employee’s Retirement System (PERS) that it currently possesses,
that is provided by PERS in the future, or that it may reasonably acquire as information
necessary for prudent administration of the Contractor’s interests. In addition, the
Contractor will provide to DOE a copy of any relevant written assessment the
Contractor may perform regarding PERS.

The Contractor agrees to provide DOE with the annual financial report of PERS as well
as actuarial valuation reports of PERS when provided to the Contractor.
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The Contractor agrees to provide DOE an annual accounting of DOE participation in
PERS based on records the Contractor currently maintains.

The Contractor shall ensure that a pro rata share of any refunds or credits it receives from
PERS shall be provided to DOE.

DEFENSE AND INDEMNIFICATION OF EMPLOYEES

(a)

(b)

(©)

(d)

The Parties recognize that, under California law, the Contractor could be required to
defend and indemnify its officers and employees from and against civil actions and other
claims which arise out of the performance of work under this Contract. Except for
defense costs made unallowable by Section I clause entitled Payments and Advances or
the Major Fraud Act (41 U.S.C. §256(k)), the costs and expenses, including judgments,
resulting from the defense and indemnification of employees from and against such civil
actions and claims shall be allowable costs under this contract if incurred pursuant to the
terms of Section I clause entitled Insurance—Litigation and Claims.

Costs and expenses, including judgments, resulting from the defense and indemnification
of employees from civil fraud actions filed in federal court by the Government will be
unallowable where the employee pleads nolo contendere or the action results in a
judgment against the defendant.

Where in accordance with California law, the Contractor determines to defend an
employee in a criminal action, DOE will consider in good faith, on a case-by-case basis,
making the costs and expenses, including judgments, resulting from the defense and
indemnification of employees allowable.

The Contractor shall immediately furnish the Contracting Officer written notice of any
such claim or civil action filed against any employee of the Contractor arising out of the
work under this contract together with copies of all pleadings filed. The Contractor shall
furnish to the Contracting Officer a written determination by the Contractor’s counsel
that the defense or indemnity of the employee is required by the provisions of the
California Government Code, that the employee was acting within the course and scope
of employment at the time of the acts or omissions which gave rise to the claim or civil
action, and that the exclusion set forth under California law for fraud, corruption, or
malice on the part of the employee does not apply. A copy of any letter asserting a
reservation of rights under California law with respect to the defense or indemnification of
such employee shall also be provided to the Contracting Officer. The costs associated
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with the settlement of any such claim or civil action shall not be treated as an allowable
cost unless approved in writing by the Contracting Officer.

H.011 IMPLEMENTATION OF CONTRACTOR'S ORGANIZATION CLAUSE

In the exercise of any rights the Government may have under the Section I clause entitled
"Contractor's Organization," the Contracting Officer shall not direct the Contractor to take any
action in violation of state law or regulation applicable to the Contractor. Further, prior to the
exercise of any rights under the "Contractor's Organization" clause, the Contracting Officer shall
provide notice to the Contractor and a reasonable opportunity to take appropriate disciplinary or
other action. The Contractor shall inform DOE of the appropriate disciplinary or other action
within 60-days of the Contracting Officer's notice, unless the Contracting Officer concurs in an
extension of time. Nothing in the "Contractor's Organization" clause or this implementation
clause is intended to conflict with 42 U.S.C. § 7274p, or otherwise affect the scientific integrity
of the advice of the persons required to provide the President and the Congress assurances on the
safety, security, and effectiveness of the nuclear weapons force.

H.012 OVERSEAS INDEMNIFICATION UNDER PUBLIC LAW 85-804

Appendix K to this Contract provides for indemnification of the Contractor for overseas work,
under Public Law 85-804 (50 U.S.C. 1431, et seq.), and any limitation thereof, against claims
(including reasonable expenses of litigation or settlement) by third parties (including employees
of the contractor) for:

(a) death, personal injury, or loss of, damage to, or loss of use of property;

(b) loss of, damage to, or loss of use of contractor-owned property, excluding loss of profit;
and

() loss of, damage to, or loss of use of Government-owned property, excluding loss of profit.

H.013 CONTRACT MODIFICATIONS

(a) Contract clauses. Modifications to the terms and conditions of this Contract shall be by
formal modification in writing and signed by the Parties hereto, except as otherwise
provided in paragraphs (b) and (c) below.
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(b)  Appendices. Appendices to this Contract may be modified from time to time by
agreement of the Contracting Officer and the President of the University, or his or her
authorized representative, as designated by the President, in writing.

(c) Funding. Modifications to deobligate funds from this Contract shall be by formal
modification in writing and signed by the Contracting Officer and the President of the
University, or his or her authorized representative, as designated by the President in
writing.

(d) Incorporating revised DOE clauses, policies, and regulations. The Parties acknowledge
that DOE has undertaken a review of DOE policies and regulations applicable to
contracts for management and operation of Government-owned facilities. This review
may result in revisions to DOE’s standard clauses, policies, and regulations which may
take effect after the effective date of this Supplemental Agreement. The Parties agree to
negotiate in good faith to reach agreement to incorporate such revised clauses, policies,
and regulations, as appropriate.
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H.014 PROGRAM PERFORMANCE FEE

(a) Fee. The Contractor may receive an annual program performance fee, not to exceed
$7,100,000. Forty percent of the annual program performance fee, $2,800,000, shall be
base fee and sixty percent, $4,300,000, shall be at risk in accordance with paragraph (c)
below. Based on the Annual Performance Evaluation Report and after discussions with
the Fee Determination Official, the Site Office Manager has the flexibility to increase or
decrease the at risk program performance fee without changing the overall performance
rating. The decrease in fee under this paragraph shall not be used in addition to a fee
reduction under the Section I clause entitled: Conditional Payment of Fee and Incentives.

(b) Reserved.

(c) Fee at Risk. During any annual evaluation period, the Contractor performance rating, as
determined by DOE in accordance with the Section H clause entitled, Performance Based
Management, and Appendix F of this contract, will entitle the Contractor to collect the
following amounts of At Risk Fee:

Rating Objectives 1-6 Objectives 7-10
Outstanding $2,580,000 $1,720,000
Good $2,064,000 $1,376,000
Satisfactory $1,032,000 $688,000
Unsatisfactory $0 $0

(d) Fee Reduction Repayment. The Contracting Officer shall reduce the Contractor’s
authorization to draw down program performance fee from the payments cleared
financing arrangement by the amount of any fee reduction due pursuant to this clause or
other clauses in the contract. In the event a fee reduction is greater than the program
performance fee due the Contractor, the Contractor agrees to remit the excess amount
within 30 days of demand by the Contracting Officer.

(e) Payment of Fee. The following items shall apply in addition to the provisions of
paragraph (a) of the Section I clause entitled, Payments and Advances:

(1) The annual assessment period shall be the federal fiscal year.
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(2) Consistent with the Section I clause entitled Payments and Advances, annual
provisional base fee and At Risk Fee, not to exceed $6,240,000 for Fiscal Years 2003
through 2007 shall be paid to the Contractor from the funds obligated under the Contract
in monthly installments representing one-twelfth (1/12) of the provisional performance
fee amount.

(3) Conditioned on the DOE year end performance assessment, the Contracting Officer
will authorize the Contractor to withdraw from the payments cleared financing
arrangement the amount of additional fee earned and not paid to the contractor as
provisional base fee and at risk fee under (2) above, pursuant to this provision within 60
days of DOE’s determination of the final assessment rating.

(4) Fees once paid become the property of the Contractor and are not subject to audit or
reduction except as otherwise provided for in this contract.

Proration in the event of termination. In the event the contract is terminated in whole
prior to the expiration date, the program performance fee payable under this contract shall
be prorated to the date on which performance of work ceases. No proration shall be made
for a partial contract termination; however, the Parties agree that if a partial termination
substantially modifies the Contractor’s performance and financial risk or reduces the
magnitude of the work under the contract, an equitable adjustment to the program
performance fee payable under this clause shall be made.

Limitation on expenditure of fees. The Contractor, consistent with its nonprofit status,
shall apply program performance fee paid under this contract only to the payment of
costs arising from, or otherwise reasonably related to, the Contractor’s management and
oversight of Laboratory operations performed under this contract or under Contracts No.
W-7405-ENG-36 and DE-AC03-76SF00098, including the payment of liability claims
and the establishment of necessary and prudent risk pools for future claims incurred
either during the performance of the contract or as a consequence of termination of the
contract, and the conduct of University-Directed Research and Development of this
contract in accordance with the Section H clause entitled, University- Directed Research
And Development. At the completion of the contract term or termination of the contract
pursuant to the Section I clause entitled, Termination (Cost Reimbursement), such fee
amounts as shall remain unexpended for the foregoing purposes, including such amounts
as remain in any Contractor established risk pools or reserves, shall be promptly paid or
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otherwise credited to the Government; nothing, however, herein shall preclude the
Contractor from retaining that portion of funds it deems necessary and prudent for the
payment of future claims until such time as a final settlement and release shall be agreed
upon by the Parties.

Nothing in paragraph (g) above or elsewhere in this contract is intended to prohibit the
Contractor from applying fee to any costs associated with planning for or responding to
any solicitation for the future and/or continued operation of the Los Alamos National
Laboratory, the Lawrence Livermore National Laboratory, or the Lawrence Berkeley

Costs subject to limitations. The Parties have agreed that the Contractor’s liability for
certain obligations it has assumed under this Contract shall be limited as set forth in
paragraph (b) below. These limitations or caps shall only apply to obligations the
Contractor has assumed pursuant to the following clauses (including any related provision
in the Section I clause entitled Payments and Advances).

(1) The Section I clause entitled "Liability With Respect to Cost Accounting

(2) Cost principle at DEAR 970.3102-05-47 entitled "Costs Related to Legal and
Other Proceedings," with respect to defense costs only in those circumstances
where the terms of the Major Fraud Act (41 U.S.C. §256(k)) do not expressly
prohibit the reimbursement of costs under any circumstance;

3) Cost principle at DEAR 931.205-47 entitled "Cost Related to Legal and Other
Proceedings" [DOE coverage — paragraph (h)]; or

(4) The Section I clause entitled "Property," subparagraph (f)(1)(i)(C).

(h)
National Laboratory.
H.015 LIABILITY LIMITATION
(a)
Standards;"
(b)

Accounting of costs. These obligations shall apply on a cumulative, per fiscal year basis.
The annual cap which will apply shall be based on the year in which the Contractor’s act
or failure to act was the proximate cause of the liability assumed by the Contractor
pursuant to the provisions of the clauses identified above. Provided, further, that in the
event the Contractor’s act or failure to act overlaps more than one period, then the
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applicable cap will be the cap for the last period in which the Contractor’s act or failure
to act occurred.

Schedule of liability. During each fiscal year of this contract, the Contractor shall be liable
for the costs referenced in paragraph (a) above as follows:

Amount of Loss Contractor Liability

$1 to 160,000 100%

$160,001 to 4,000,000 50%

above $4,000,000 0%

Allowability of costs in excess of cap. Notwithstanding any other provisions of this
Contract to the contrary, if the cap is reached in any fiscal year, the Contractor shall have
no further responsibility for the costs or the liabilities it has assumed pursuant to the
provisions enumerated and under the conditions enumerated in paragraph (a) above and
costs in excess of the cap for the fiscal year for said liabilities shall be reimbursed or paid
by the Government.

Survivability. This provision shall survive termination of the contract, and for claims
made thereafter against the Contractor as described in the clauses enumerated in paragraph
(a), and the appropriate cap shall be determined in accordance with paragraph (c) above.

LABORATORY FACILITIES

(a)

(b)

DOE agrees to continue to furnish and make available to the Contractor, for its
possession and use in performing the work under this contract, the Laboratory facilities
designated as follows:

(1) The Government-owned or leased land, buildings, utilities, equipment, and other
facilities situated at the Lawrence Livermore National Laboratory in the State of
California.

(2) Government-owned or leased facilities at such other locations as may be approved
by DOE for use under this contract.

DOE reserves the right to make part of the above-mentioned land or facilities available to
other Government agencies or other users on the basis that the responsibilities and
undertakings of the Contractor will not be unreasonably interfered with. Before exercising
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its right to make any part of the land or facilities available to another agency or user, DOE
will confer with the Contractor.

(c) Subject to mutual agreement, other facilities may be used in the performance of the work
under this contract.

H.017 ACCESS OF FOREIGN SCIENTISTS, GRADUATES AND POST DOCTORAL
STUDENTS TO LABORATORY FACILITIES

(a) The Contractor and DOE recognize that the Contractor in its performance of the work
under this Contract brings a Contractor culture of freedom of inquiry and a quest for new
knowledge of the highest order which has resulted in significant advances in science. An
important facet of this culture is the role of the graduate student, post-doctoral student,
faculty member, and visiting scientist.

(b) The Contractor promotes the advancement of science and technology in the United States
by utilizing, among other things, the talents, capabilities and ideas of foreign graduate and
post-doctoral students, faculty, and visiting scientists. The Contractor, in furtherance of
the Contract work, involves these individuals in unclassified research activities of the
Laboratory. DOE acknowledges the importance of these assignments to promote
intellectual freedom, to provide access to the talent of foreign scientists to further
Laboratory programmatic objectives, and to enhance United States' scientific and technical
capabilities to compete internationally. Therefore, for purposes of engaging in
collaborative research and education, the Contractor may assign foreign faculty, graduate
and post-doctoral students and visiting scientists to the Laboratory and give access to
Laboratory locations freely, subject to certain security and export control laws and
applicable DOE Directives.

H.018 EPIDEMIOLOGICAL STUDIES OF WORKERS AT THE SITE

(a) The Contractor shall cooperate in the conduct of epidemiological studies of workers at the
contract site to include health related programs and projects, or public health activities
required by law, performed by personnel, contractor personnel, grantees and cooperative
agreement participants of the Department of Health and Human Services (HHS),
pursuant to a Memorandum of Understanding between DOE and HHS, or those
performed by the DOE Office of Environment, Safety and Health, it’s contractors,
grantees, participants in cooperative agreements, and collaborating researchers. The
conduct of these studies requires access by researchers to personal information about
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workers including historical and current data on work assignments and duties, medical
history, and exposure to radiation, toxins, and other occupational hazards. Access to
Contractor-owned records containing personal information is governed by the Section I
clause entitled Access to and Ownership of Records. The studies may also require access
by researchers to workers for personal interviews during normal work hours. The
Contractor understands that its cooperation in such studies is an integral part of
addressing the health and safety of workers at the site and that it may be reimbursed for
reasonable costs associated with assisting the various agencies. The Contractor shall
identify a point of contact for coordinating this work and for assuring that responses are
timely, and shall submit to the Contracting Officer for approval procedures for liaison
with external researchers carrying out such work.

(b) Nothing in this clause shall relieve personnel performing epidemiological studies at the
site from observing applicable federal and state laws, regulations and directives governing
the conduct of human subjects research, access to classified information, and the privacy
of personal information; and it is acknowledged that the Contractor, as the custodian and
/or owner of records maintained at the site, has certain contractual and other legal
obligations to ensure compliance with such laws, regulations and directives.

H.019 UNIVERSITY RESEARCH AND SUPPORTING EFFORTS FOR THE
LABORATORY

Although the work of this Contract is to be accomplished primarily through Contractor
personnel at the Laboratory and through subcontractors, the Contractor may, pursuant to the
Section I clause entitled Contractor Purchasing System, paragraph (v), and as provided for in
policies and procedures approved by the Contracting Officer, use its expertise and resources at
its campuses. A "campus," for the purpose of this clause, includes any Contractor organization
except Lawrence Berkeley National Laboratory, Lawrence Livermore National Laboratory, and
Los Alamos National Laboratory.

H.020 DEPLOYMENT IN SUPPORT OF WEAPONS OF MASS DESTRUCTION
THREATS INSURANCE BACKUP

(a) Definitions.

(1) "Laboratory Field Deployment Team Roster" means that emergency response
team established by the Laboratory at the request of DOE to be available, upon
call by public authorities, through DOE, for immediate technical assistance and
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advice in accidents/incidents involving chemical, biological, radiological, or nuclear
weapons of mass destruction (WMD) or situations involving alleged unauthorized
use of WMD materials.

(2) "WMD assignment" means the active deployment of a Laboratory employee as a
member of the Laboratory Field Deployment Roster.

3) "WMD insurance coverage" means insurance coverage obtained by the Contractor,
with the consent of DOE, to cover each Contractor employee member of the
Laboratory Field Deployment Roster for accidental death, dismemberment, and
disability occurring directly or indirectly from said employee's participation in a
WMD assignment, including but not limited to travel to and from the WMD
assignment.

4) "Laboratory Field Deployment Roster" means the list maintained by the
Laboratory of Contractor employees who have volunteered to serve on, and been
accepted for, the Laboratory WMD Team.

(b) Notwithstanding Section H clause entitled Special Hazards, whenever the Contractor shall
determine that any employee listed on the Laboratory Field Deployment Roster has become
disabled or has died as a result of a WMD assignment, and the WMD insurance coverage has
been found to have been invalidated or nonexistent, and the approval of the Contracting
Officer has been obtained in accordance with the procedure set forth Section H clause
entitled Special Hazards, the Contractor shall have the right to pay such employee, or his or
her spouse, or one or more of his or her next of kin, or his or her designee, or his or her legal
representative, as the Contractor may determine, a sum in the amount of the said insurance
but in no event in excess of $1,000,000 provided that when any such payment shall have
been made to an employee who has become disabled, no further payment shall be made by
reason of the death of such employee which would bring the total sum paid to an amount in
excess of $1,000,000. In the event of eligibility for payment, the Contractor agrees to obtain
prior to such payment a release from the payee if the Contracting Officer and the Contractor
deem it necessary or appropriate; and a commitment from the employee, or his or her
spouse, or one or more of his or her next of kin, or his or her designee, or his or her legal
representative, as appropriate, that (1) any payments which might later be made under any
WMD insurance coverage would be credited to any payments made by the Contractor, and
(2) that the Contractor and/or DOE shall have a right of subrogation against the company
issuing the WMD insurance coverage policy to the amount of any payment(s) by the
Contractor.
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H.021 SPECIAL HAZARDS

(a) The performance of the Contractor's operations hereunder may, in extraordinary
circumstances, subject workers to special hazards for which workers' compensation laws,
other statutes, the Contractor's welfare plan and policies, or the worker’s private
insurance may not provide adequate financial protection to the worker in the event of
disability, or to the worker’s estate in the event of death.

(b) Definitions.

(1) "Worker" as used in this clause shall mean any person who is or has been
employed by the Contractor or any subcontractor, or who is or has been engaged
as a consultant or borrowed personnel by the Contractor or any subcontractor.

(2) "Within the course and scope of employment" as used in this clause shall mean
that the worker was performing duties as assigned, in conformance with the
direction of the Contractor or a subcontractor or an agreement with the
Contractor, and in furtherance of the work under this contract.

() The Contractor is authorized to pay to a worker, or in the event of the worker’s death,
the worker’s estate, a sum in an amount which the Contractor determines appropriate,
not to exceed the worker’s annual salary, whenever—

(1) The Contractor believes that a worker has become disabled or has died as a result
of any special hazard listed in paragraph (d) below to which the worker has been
exposed within the course and scope of employment;

(2) The Contractor believes that Workers’ compensation laws, other statutes, the
Contractor's welfare plan and policies, or the worker’s private insurance does not
provide adequate financial protection under the particular circumstances of the
worker’s disability or death; and

3) The Contracting Officer approves the payment.
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(d) The special hazards referred to in paragraphs (a) and (c) above are:

(1) Exposure to radiant energy or emitted particles from radioactive materials or from
high voltage sources or machines, including ingestion, inhalation or other bodily
uptake of radioactive materials.

(2) Exposure to explosions due to atomic disintegrations or to explosions in the
course of experimental work with or using high explosives or propellants, or to
explosions arising in the course of field experimentation with nuclear propulsion
systems.

3) Exposure to toxic materials comprising polonium, uranium, plutonium, fluorine,
barium, cadmium, beryllium, any compounds of these, phosgene, or any other
material in use in the course of authorized work which may be shown to have
toxic effects.

(4) Work assignments not specifically covered in this clause and of such a nature as
will invalidate the worker's personal insurance otherwise applicable to the injury
or death and in effect at the time of performance of the assigned duties.

(5) Exposure to hazards incident to flights in military aircraft in the course of which
necessary experimental work is conducted. Where a release of liability has been
signed, such release will in no way bar the worker from receiving any payment
under this clause.

(6) Exposure due to hazards from the fall of bombs or mockups from planes as
opposed to hazards due to explosion.

(7 Exposure in the course of employment incident to flights in chartered or military
aircraft or transportation on military vessels. Where a release of liability has been
signed, such release will in no way bar the worker from receiving any payment
under this clause.

(8) Exposure peculiar to and as the result of work assignment required to be
conducted outside the continental United States.

) Such other exposures not now known but which may later be discovered and
which by the nature thereof are similar to the exposure or hazards set forth above.
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Such other exposures as may from time to time be agreed upon in writing by the
Contractor and the Contracting Officer as a basis for payment.

(e) The total sum authorized to be paid under this clause to a worker or a worker’s estate
shall not exceed the worker’s annual salary even where (1) a payment has been made to a
worker on account of a disability and who thereafter dies as a result of the disabling injury
or (2) a worker is disabled by one injury compensable under this clause and dies of a
separate injury compensable under this clause. The Contractor assumes no obligation
hereunder to make any payment from the Contractor's own funds. A release may be
required from the payee if the Contracting Officer and the Contractor deem it necessary
or appropriate.

63) Whenever there is an injury or death which is compensable in accordance with paragraph
(c) above, the Contractor may also, with Contracting Officer approval, pay for the cost of
transportation (including hotel, subsistence and other incidental expenses) of the spouse
and one or more of next of kin of such injured or dead worker from their respective homes
to the place where such injured or dead worker shall be situated and their return.

H.022 CONTROL OF NUCLEAR MATERIALS

As used in this clause, "nuclear materials" means source material, special nuclear material, and
other materials to which DOE Directives regarding the control of nuclear materials apply. The
Contractor shall, in a manner satisfactory to the Contracting Officer, establish and maintain a
materials management program, establish and maintain appropriate nuclear material transfer
procedures and control measures, establish accounting and measurement procedures, maintain
current records, and institute appropriate control measures for nuclear materials in its possession
commensurate with the national security and applicable DOE Directives. Except as otherwise
authorized by the Contracting Officer, nuclear materials in the Contractor's possession, custody,
or control shall be used only for furtherance of the work under this Contract. The Contractor
shall include in every subcontract involving the use of nuclear materials for which the Contractor
has accountability, appropriate terms and conditions for the use of nuclear materials and the
responsibilities of the subcontractor regarding control of nuclear materials.

H.023 UNCLASSIFIED SENSITIVE AND PROPRIETARY INFORMATION

The Contractor shall comply with all applicable DOE Directives regarding unclassified sensitive
information, and proprietary information.
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H.024 PRIVACY ACT RECORDS

In accordance with the Privacy Act of 1974, 5 U.S.C. §552a (Public Law 93-579) and
implementing DOE Regulations (10 CFR Part 1008), the Contractor shall maintain the "Systems
of Records" on individuals listed below in order to accomplish DOE functions. The parenthetical
DOE number designations for each system of records refer to the official "System of Record"
number published by the DOE in the Federal Register pursuant to the Privacy Act.

Personnel Records of Former Contractor Employees (DOE-5)

Firearms Qualification Records (DOE-31)

Government Motor Vehicle Operator Records (DOE-32)

Personnel Medical Records (DOE-33) (excepting University employees)

Personnel Radiation Exposure Records (DOE-35)

Statistical Analysis Using Personnel Security Questionnaires (Health and Mortality
Studies) (DOE-36)

Occupational and Industrial Accident Records (DOE-38)

Personnel Security Clearance Files (DOE-43)

Personnel Assurance Program Records (DOE-50)

Employee and Visitor Access Control Records (DOE-51)

Alien Visits and Participation (DOE-52)

Physical Fitness Test Records (DOE-77)

Epidemiologic and Other Health Studies, Surveys, and Surveillances (DOE-88)

H.025 DISPOSAL OF REAL PROPERTY
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Disposal of any permanent or temporary interest in real property shall require the prior approval
of the Contracting Officer.

H.026 ADVANCE UNDERSTANDING OF COSTS AND EXPENSES

(a) Compensation for Contractor's Services. Payment for the allowable costs and the
Contractor’s indirect costs as hereinafter defined, and of the fees as described in Section H
Clause entitled, Program Performance Fee, shall constitute full and complete
compensation for the performance of the work under this Contract. Furthermore, costs
incurred or expenditures made by the Contractor during the FY 2001 in the performance
of Appendices F and O will be accomplished within the authorized FY 2001 budget
levels.

(b) Allowable costs. The allowable cost of performing the work under this Contract shall be
the costs and expenses that are actually incurred by the Contractor in the performance of
the Contract work in accordance with its terms, that are necessary or incident thereto, and
that are determined to be allowable as set forth in paragraph (c).

(©) Determination of Allowability. The determination of the allowability of cost shall be
based on FAR 31.2 as supplemented by DEAR 970.31 and as further described herein.

(d) Examples of items of allowable cost. Subject to the other provisions of this clause, the
following examples of items of cost of work done under this Contract shall be allowable
to the extent indicated:

(1) Costs incurred or expenditures made by the Contractor, as directed, approved or
ratified by the Contracting Officer and not unallowable under any other provisions
of this contract.

(2) Litigation expenses (including reasonable counsel fees and the premium for bail
bond) necessary to defend adequately an on-site uniformed guard against whom a
civil or criminal action is brought based upon an act or acts of the guard
undertaken within the course and scope of employment, subject to the approval
or ratification, in writing, of the Contracting Officer.

3) Losses and related expenses (including settlements made with the consent of the
Contracting Officer) sustained by the Contractor in the performance of this
Contract and certified, in writing, by the Contracting Officer to be reasonable,
except the losses and expenses expressly made unallowable under other provisions
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of this contract. Such certification will not be unreasonably withheld.

Personnel costs and related expenses incurred in accordance with the Personnel
Appendix (Appendix A).

Subcontracts and purchase orders, including procurements from Contractor-
controlled sources, subject to approvals required by other provisions of this
Contract.

Utility services, including electricity, gas, water and sewage.

Indirect costs. DOE will pay the Contractor a fixed amount for indirect costs for
each annual period, or portion thereof as set forth below:

During the Period: The Amount will be:
10/01/97 - 9/30/98 $4,400,000
10/01/98 - 9/30/99 $4,400,000
10/01/99 —9/30/00 $4,400,000
10/01/00 - 9/30/01 $4,400,000
10/01/01 - 9/30/02 $4,135,200
10/01/02 —9/30/03 $4,289,200
10/01/03 — 9/30/04 $4.,448,700
10/01/04 —9/30/05 $4,613,600
10/01/05 —9/30/06 $4,118,498
10/01/06 — 9/30/07 $4,118,498

The University utilizes an integrated system of accounts for the collection of all
general and administrative costs associated with University Government
contracts, including this contract, calculated in accordance with OMB Circular
A-21 for allowability. The University shall allocate costs in accordance with the
DEAR Part 970.3102-3-70 cost principle entitled “Home Office Expenses.”

Indirect costs shall be paid to the Contractor in equal monthly installments and
shall not be subject to adjustment except as provided in the Section I Clause

entitled, Termination (Cost Reimbursement).

Division of Laboratory Management Costs. DOE will pay the Contractor the

costs of the Division of Laboratory Management (VPLM) within the University
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of the Office of the President (UCOP) in the annual amounts for the period set

forth below:

During the Period: The Not to Exceed Amount will be:
10/01/97 — 9/30/98 $1,800,000

10/01/98 — 9/30/99 $1,800,000

10/01/99 —9/30/00 $1,800,000

10/01/00 —9/30/01 $2,030,600

10/01/01 - 9/30/02 $2,666,000

10/01/02 - 9/30/05 $3,010,500

10/01/05 —9/30/06 $3,010,500

10/01/06 —9/30/07 $3,010,500

These costs shall be a direct charge to Laboratory General and Administrative cost
pool and shall be paid to the University in equal monthly installments of 1/12th
the annual amount. The Contractor shall notify the Contracting Officer, in writing,
if at any time during the period the VPLM costs it expects to incur are projected
to exceed 75 percent of the total not to exceed amount in this clause. The
Contractor will continue to advise the Contracting Officer of the status of costs at
appropriate intervals through the end of the period. The requirements of the
contract clause entitled “Obligation of Funds”, paragraph (c) will be complied
with for the not to exceed VPLM amount in this clause. All funds not required
shall be refunded to the Laboratory and applied to reduce Laboratory overhead
unless otherwise approved for carry forward in the next fiscal year by the
Contracting Officer. The allowability of costs charged shall be determined in
accordance with OMB Circular A-21 and University policy and shall be subject to
an annual audit of costs. The Contractor shall notify the Contracting Officer of the
total VPLM costs incurred no later than 90 days after fiscal year end.
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(e) Examples of items of unallowable costs. The following examples of items of costs
are unallowable under this Contract to the extent indicated:

(1) Advertising and public relations costs made unallowable by FAR 31.205-
1(f)(1) except those allowed therein and those approved, in advance, by
the Contracting Officer where the primary purpose of the activity is to
facilitate Contract performance in support of the DOE mission.

(2) Salary or other compensation (and expenses related thereto) of any
individual employed under this Contract as a consultant or in another
comparable employment capacity who is an employee of another
organization and concurrently performing work on a full-time annual basis
for that organization under a cost-type contract with DOE, except to the
extent that the other contractor is reimbursed for the services of the
individual.

H.027 ADVANCE UNDERSTANDING ON HUMAN RESOURCES

It is the Department’s intent to ensure that the Contractor’s Human Resource policies
adequately support the Contractor’s ability to attract and retain critically skilled employees.
Moreover, it is the Contractor’s responsibility to notify the DOE Contracting Officer when any
obstacles are encountered that could impact the recruitment and retention of critically skilled
employees.

H.028 CONTRACTOR’S RIGHT TO TERMINATE; SURVIVABILITY OF CERTAIN
CONTRACT TERMS

This contract may be terminated for convenience by the Contractor in whole, upon delivery to
the Government of a written notice 18 months prior to the effective date of such termination
whenever, for any reason, the Contractor determines any such termination is in the best interests
of the Contractor. Any such termination shall be without prejudice to any claim which either
Party may have against the other. Upon delivery of notice of termination to the Government, the
Section I clause, entitled Termination, shall be put in effect as if the Government had given notice
to the Contractor of termination for convenience.
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H.029 SUPPLEMENTAL UNDERSTANDINGS REGARDING INTELLECTUAL
PROPERTY AND TECHNOLOGY TRANSFER

The following understandings supplement the clauses on intellectual property and the technology
transfer mission

(a) The clauses, "Rights in Data — Technology Transfer" and "Patent Rights — Management
and Operating Contracts, Nonprofit Organization or Small Business Firm Contractor," are
applicable to inventions, data and copyrightable works created by Contractor employees
at the Laboratory, or by Contractor employees assigned to the Laboratory doing work
under this contract for the Laboratory at a location other than the Laboratory. For
inventions, data or copyrightable works created by Contractor employees not assigned to
the Laboratory and who are engaged in campus research and supporting efforts under the
contract, the Contractor's rights and obligations shall be treated as if the campus were a
nonprofit subcontractor under this contract; provided, however, that the Government
shall receive a facilities license, of the same scope as that defined in "Rights in Data —
Technology Transfer" and in paragraph (o) of "Patent Rights — Management and
Operating Contracts, Nonprofit Organization or Small Business Firm Contractor," in all
such inventions, data or copyrightable works.

(b)  The royalty sharing provisions of the Contractor's policies on patents, copyrights, and
equity, dated October 1, 1997, August 19, 1992, and February 16, 1996, respectively,
continue to be in effect and acceptable to DOE.

() For the purpose of implementing paragraphs (c)(1) and (c)(5) of the clause entitled
"Patent Rights — Management and Operating Contracts, Nonprofit Organization or Small
Business Firm Contractor," pertaining to the approval of releases or publications of
information relating to patentable inventions, it is understood that the term "non-electable
subject invention" in the last sentence of paragraph (c)(1) does not apply to weapons
funded subject inventions that are electable with DOE approval pursuant to paragraph
(b)(7); and that where DOE approval of a publication or release is required under
paragraph (c)(1), the procedures of paragraph (c)(5) shall be applicable.

(d) Licenses of intellectual property reported prior to the effective date of this contract
modification which are transferable to a successor contractor pursuant to paragraph (i) of
the clause entitled "Technology Transfer Mission" shall be transferred subject to the
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conditions stated in the corresponding clause of this contract as it existed prior to the
effective date of this modification.

H.030 TRAVEL RESTRICTIONS

(a) All travel expenses funded by the Energy and Water Development Appropriation Act for
Fiscal Year 2001 (Pub. L. 106-377) and incurred on or after October 1, 2000 and before
October 1, 2001 are subject to a ceiling limitation that shall be communicated to the
University and the laboratory in writing by the Contracting Officer. Expended funds
which exceed the established ceiling will be unallowable unless otherwise authorized by
the Contracting Officer.

(b) Some travel costs are exempt from the ceiling. Examples are:
(1) Travel performed under work for others agreements;
(2) Travel of subcontractors;
3) Travel of non-DOE users to participate in experiments at DOE user facilities;
(4) Travel costs of travel management centers;
(5) Travel costs funded by other appropriations;
(6) Relocation costs;

(7) Costs of workshops / seminars (other than travel costs), such as rental of meeting
rooms, public address equipment, speakers' fees

(8) Registration costs of training classes;

9) Travel expenses within the Laboratory Directed Research and Development
program; and

(10)  Travel associated with recruitment

(c) Notwithstanding any other provisions of the contract or the source of funding, the
Contractor further agrees that none of the funds obligated under the contract may be used
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to reimburse employee travel costs incurred on or after October 1, 2000 and before
October 1, 2001 which exceed the rates and amounts that apply to federal employees
under subchapter I of Chapter 57 of Title 5, United States Code. Costs which exceed
these rates and amounts will be unallowable. This restriction is in addition to those
prescribed elsewhere in statute or regulation.

(d) Costs incurred for lodging, meals, and incidental expenses are considered reasonable and
allowable to the extent that they do not exceed the maximum per diem rates in effect at
the time of travel as set forth in:

(1) Federal Travel Regulations (FTR) for travel within the 48 states;

(2) Joint Travel Regulations (JTR) for travel in Alaska, Hawaii, the Commonwealth
of Puerto Rico, and territories and possessions of the United States; or

3) Standardized Regulations (SR) for travel allowances in foreign areas.

(e) Subparagraph (c) does not incorporate the regulations cited above in their entirety. Only
the coverages in the referenced regulations addressing the maximum per diem rates, the
definitions of lodging, meals and incidental expenses, and special or unusual situations are
applicable to Contractor travel.

® Airfare costs in excess of the lowest customary standard, coach or equivalent airfare
offered during normal business hours are unallowable except when such accommodations
require circuitous routing, require travel during unreasonable hours, excessively prolong
travel, result in increased cost that would offset transportation savings, are not reasonable
adequate for the physical or medical needs of the traveler, or are not reasonably available
to meet mission requirements. However, in order for airfare costs in excess of the above
standard airfare to be allowable, the applicable condition(s) set forth above must be
documented and justified.

H.031 LOBBYING RESTRICTION (ENERGY AND WATER ACT 2005)

The Contractor agrees that none of the funds obligated on this award shall be expended, directly or
indirectly, to influence congressional action on any legislation or appropriation matters pending
before Congress, other than to communicate to Members of Congress as described in 18 U.S.C. 1913.
This restriction is in addition to those prescribed elsewhere in statute and regulation.
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H.032 LOBBYING RESTRICTION (INTERIOR ACT 2005)

The Contractor agrees that none of the funds obligated on this award shall be made available for any
activity of the publication or distribution of literature that in any way tends to promote public
support or opposition to any legislative proposal on which Congressional action is not complete.
This restriction is in addition to those prescribed elsewhere in statute and regulation.

H.033 RESERVED

H.034 PERFORMANCE DIRECTION

(a) The Contractor is responsible for the management, integration, and operation of the site in
accordance with the terms and conditions of the contract, duly issued Work
Authorizations (WAs), and written guidance provided by the Contracting Officer and the
Contracting Officer’s Representative (COR). NNSA is responsible for establishing the
work to be accomplished, the applicable standards and requirements to be met, and
overseeing the work of the Contractor. The Contractor will use its expertise and
ingenuity in contract performance and in making choices among acceptable alternatives to
most effectively and efficiently accomplish the work called for by this contract.

(b) Only the Contracting Officer may assign, modify, and priority rank WAs.

(©) (1) The Contracting Officer and the NNSA Administrator will designate, in writing,
specific NNSA employees as CORs with the authority to issue Performance Direction to
the Contractor. CORs are authorized to act within the limits of their delegation letter. A
copy of each letter will be provided to the Contractor. COR functions include technical
monitoring, inspection, and other functions of a technical nature not involving a change in
the scope, cost, or terms and conditions of the contract.

(2) The Contractor must comply with written performance directions that are signed
by the COR and:

(1) Redirect the Contract effort, shift work emphasis within a work area or a
WA, require pursuit of certain lines of inquiry, further define or otherwise
serve to accomplish the Statement of Work (SOW), or

(i) Provide information that assists in the interpretation of drawings,
specifications, or technical portions of the work description.
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3) Performance Direction does not:
(1) Authorize the Contractor to exceed the funds obligated on the Contract;
(i1) Authorize any increased cost or delay in delivery in a WA;
(i)  Entitle the Contractor to, an increase in fee; or
(iv)  Change any of the terms or conditions of the contract.

(d) (1) The Contractor shall accept only Performance Direction that is provided in
writing by a COR, and that is within the SOW and a WA.

(2) The COR is authorized to review and approve technical reports, drawings,
specifications, and technical information delivered by the Contractor.

(e) (1) The Contractor shall promptly comply with each duly issued Performance
Direction unless the Contractor reasonably believes that the Performance Direction
violates this clause. If the Contractor believes the Performance Direction violates this
clause, the Contractor shall suspend implementation of the Performance Direction and
promptly notify the Contracting Officer of its reasons for believing that the Performance
Direction violates this clause. The Contractor shall confirm these reasons in writing to
the Contracting Officer within five workdays from receipt of the Performance Direction.

(2) The Contracting Officer will determine if the Performance Direction is within the
SOW and WA. This determination shall be issued in writing and the Contractor shall
promptly comply with the Contracting Officer's direction. If it is not within the SOW or
WA, the Contracting Officer may issue a change order pursuant to the Changes clause.

63) The parties agree to maintain full and open communication at all times, and on all issues
affecting contract performance, during the term of this contract.

H.035 IMPLEMENTATION OF PERFORMANCE IMPROVEMENT AND
COLLABORATION WITH THE LOS ALAMOS NATIONAL LABORATORY
SUCCESSOR CONTRACTOR
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In the event the University of California is not the successor contractor for the management and
operation of the Los Alamos National Laboratory, the contractor agrees as part of implementing
Section I Clause Performance Improvement and Collaboration to enhance communications,
cooperation, and integration with the successor contractor as part of the NNSA Weapons
Complex multi-year strategy.
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SECTION I: CONTRACT CLAUSES

1.001 FAR 52.203-3 GRATUITIES (APR 1984) (DEVIATION)

(@) The right of the Contractor to proceed may be terminated by written notice in accordance
with the Section I Clause entitled, Termination, if, after notice and hearing, the agency
head or a designee determines that the Contractor, its agent, or another representative --

(1) Offered or gave a gratuity (e.g., an entertainment or gift) to an officer, official, or
employee of the Government; and

(2) Intended, by the gratuity, to obtain a contract or favorable treatment under a
contract.

(b) The facts supporting this determination may be reviewed by any court having lawful
jurisdiction.

() Reserved.
(d) The rights and remedies of the Government provided in this clause shall not be exclusive
and are in addition to any other rights and remedies provided by law or under this

contract.

1.002 FAR 52.203-5 COVENANT AGAINST CONTINGENT FEES (APR 1984)

(a) The Contractor warrants that no person or agency has been employed or retained to
solicit or obtain this Contract upon an agreement or understanding for a contingent fee,
except a bona fide employee or agency. For breach or violation of this warranty, the
Government shall have the right to annul this Contract without liability or, in its
discretion, to deduct from the Contract price or consideration, or otherwise recover, the
full amount of the contingent fee.

(b) (1) "Bona fide agency," as used in this clause, means an established commercial or
selling agency, maintained by a Contractor for the purpose of securing business,
that neither exerts nor proposes to exert improper influence to solicit or obtain
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Government contracts nor holds itself out as being able to obtain any Government
contract or contracts through improper influence.

"Bona fide employee," as used in this clause, means a person, employed by a
Contractor and subject to the Contractor's supervision and control as to time,
place, and manner of performance, who neither exerts nor proposes to exert
improper influence to solicit or obtain Government contracts nor holds out as
being able to obtain any Government contract or contracts through improper
influence.

"Contingent fee," as used in this clause, means any commission, percentage,
brokerage, or other fee that is contingent upon the success that a person or
concern has in securing a Government contract.

"Improper influence," as used in this clause, means any influence that induces or
tends to induce a Government employee or officer to give consideration or to act
regarding a Government contract on any basis other than the merits of the matter.

1.003 FAR 52.203-6 RESTRICTIONS ON SUBCONTRACTOR SALES TO THE
GOVERNMENT (JUL 1995)

(a) Except as provided in paragraph (b) below, the Contractor shall not enter into any
agreement with an actual or prospective subcontractor, nor otherwise act in any manner,
which has or may have the effect of restricting sales by such subcontractors directly to
the Government of any item or process (including computer software) made or furnished
by the subcontractor under this Contract or under any follow-on production contract.

(b) The prohibition in paragraph (a) above does not preclude the Contractor from asserting
rights that are otherwise authorized by law or regulation.

(c) The Contractor agrees to incorporate the substance of this clause, including this paragraph
(¢), in all subcontracts under this Contract which exceed $100,000.
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1.004 FAR 52.203-7 ANTI-KICKBACK PROCEDURES (JUL 1995)

(a) Definitions.

"Kickback," as used in this clause, means any money, fee, commission, credit, gift,
gratuity, thing of value, or compensation of any kind which is provided, directly or
indirectly, to any prime Contractor, prime Contractor employee, subcontractor, or
subcontractor employee for the purpose of improperly obtaining or rewarding favorable
treatment in connection with a prime contract or in connection with a subcontract relating
to a prime contract.

"Person," as used in this clause, means a corporation, partnership, business association of
any kind, trust, joint-stock company, or individual.

"Prime Contract," as used in this clause, means a contract or contractual action entered
into by the United States for the purpose of obtaining supplies, materials, equipment, or
services of any kind.

"Prime Contractor," as used in this clause, means a person who has entered into a prime
contract with the United States.

"Prime Contractor employee," as used in this clause, means any officer, partner,
employee, or agent of a prime Contractor.

"Subcontract," as used in this clause, means a contract or contractual action entered into
by a prime Contractor or subcontractor for the purpose of obtaining supplies, materials,
equipment, or services of any kind under a prime contract.

"Subcontractor," as used in this clause,

(1) means any person, other than the prime Contractor, who offers to furnish or
furnishes any supplies, materials, equipment, or services of any kind under a
prime contract or a subcontract entered into in connection with such prime
contract, and

(2) includes any person who offers to furnish or furnishes general supplies to the
prime Contractor or a higher tier subcontractor.
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"Subcontractor employee," as used in this clause, means any officer, partner, employee,
or agent of a subcontractor.

(b) The Anti-Kickback Act of 1986 (41 U.S.C. 51-58) (the Act), prohibits any person from —

(1)

2)

G)

© @

2)

G)

4

Providing or attempting to provide or offering to provide any kickback;
Soliciting, accepting, or attempting to accept any kickback; or

Including, directly or indirectly, the amount of any kickback in the contract price
charged by a prime contractor to the United States or in the contract price charged
by a subcontractor to a prime Contractor or higher tier subcontractor.

The Contractor shall have in place and follow reasonable procedures designed to
prevent and detect possible violations described in paragraph (b) of this clause in
its own operations and direct business relationships.

When the Contractor has reasonable grounds to believe that a violation described
in paragraph (b) of this clause may have occurred, the Contractor shall promptly
report in writing the possible violation. Such reports shall be made to the
inspector general of the contracting agency, the head of the contracting agency if
the agency does not have an inspector general, or the Department of Justice.

The Contractor shall cooperate fully with any federal agency investigating a
possible violation described in paragraph (b) of this clause.

The Contracting Officer may

(1) offset the amount of the kickback against any monies owed by the United
States under the prime contract and/or

(i1) direct that the Prime Contractor withhold from sums owed a subcontractor
under the prime contract the amount of the kickback. The Contracting
Officer may order that monies withheld under subdivision (c)(4)(ii) of this
clause be paid over to the Government unless the Government has already
offset those monies under subdivision (c)(4)(i) of this clause. In either
case, the Prime Contractor shall notify the Contracting Officer when the
monies are withheld.
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(%) The Contractor agrees to incorporate the substance of this clause, including
subparagraph (c)(5) but excepting subparagraph (c)(1), in all subcontracts under
this Contract which exceed $100,000.

1.00S FAR 52.203-8 CANCELLATION, RESCISSION, AND RECOVERY OF FUNDS
FOR ILLEGAL OR IMPROPER ACTIVITY (JAN 1997)

(@) If the Government receives information that a contractor or a person has engaged in
conduct constituting a violation of subsection (a), (b), (¢), or (d) of section 27 of the
Office of Federal Procurement Policy Act (41 U.S.C. 423) (the Act), as amended by
section 4304 of the National Defense Authorization Act for Fiscal Year 1996 (Pub. L.
104-106), the Government may —

(1) Cancel the solicitation, if the contract has not yet been awarded or issued; or
(2) Rescind the contract with respect to which —

(1) The Contractor or someone acting for the Contractor has been convicted
for an offense where the conduct constitutes a violation of subsection
27(a) or (b) of the Act for the purpose of either —

(A) Exchanging the information covered by such subsections for
anything of value; or

(B) Obtaining or giving anyone a competitive advantage in the award of
a federal agency procurement contract; or

(i) The head of the contracting activity has determined, based upon a
preponderance of the evidence, that the Contractor or someone acting for
the Contractor has engaged in conduct constituting an offense punishable
under subsection 27(e)(1) of the Act.

(b) If the Government rescinds the Contract under paragraph (a) of this clause, the
Government is entitled to recover, in addition to any penalty prescribed by law, the
amount expended under the contract.
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The rights and remedies of the Government specified herein are not exclusive, and are in
addition to any other rights and remedies provided by law, regulation, or under this
contract.

FAR 52.203-10 PRICE OR FEE ADJUSTMENT FOR ILLEGAL OR IMPROPER

1.006

(2)

(b)

(©

(d)

1.007

ACTIVITY (JAN 1997) (DEVIATION)

The Government, at its election, may reduce the fee under this cost-type contract by the
amount of fee determined as set forth in paragraph (b) of this clause if the head of the
contracting activity or designee determines that there was a violation of subsection 27(a),
(b), or (c) of the Office of Federal Procurement Policy Act, as amended (41 U.S.C. 423),
as implemented in section 3.104 of the Federal Acquisition Regulation.

The fee reduction referred to in paragraph (a) of this clause shall be an amount determined
at the discretion of the head of the contracting activity or designee, not to exceed
$500,000.

The Contractor shall include in appropriate subcontracts the provisions of FAR 52.203-
10. Where the Contractor or DOE determines that a violation of the Office of Federal
Procurement Policy Act by a subcontractor has occurred, the Contractor shall take action
as specified in FAR 52.203-10. Any funds collected or withheld by the Contractor from
subcontractors as a result of such violation shall be transferred to the Government in such
a manner as the Contracting Officer may direct.

In addition to the remedies in paragraphs (a) and (c) of this clause, the Government may
terminate this contract in accordance with the Section I Clause entitled Termination. The
rights and remedies of the Government specified herein are not exclusive, and are in
addition to any other rights and remedies provided by law or under this Contract.

FAR 52.203-12 LIMITATION ON PAYMENTS TO INFLUENCE CERTAIN

(a)

FEDERAL TRANSACTIONS (JUN 2003)

Definitions.

"Agency," as used in this clause, means executive agency as defined in 2.101.
"Covered Federal action," as used in this clause, means any of the following Federal
actions:
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(1) The awarding of any Federal contract.

(2) The making of any Federal grant.

3) The making of any Federal loan.

4) The entering into of any cooperative agreement.

®)) The extension, continuation, renewal, amendment, or modification of any
Federal contract, grant, loan, or cooperative agreement.

"Indian tribe" and "tribal organization," as used in this clause, have the meaning provided
in section 4 of the Indian Self-Determination and Education Assistance Act (25
U.S.C.450B) and include Alaskan Natives.

"Influencing or attempting to influence," as used in this clause, means making, with the
intent to influence, any communication to or appearance before an officer or employee of
any agency, a Member of Congress, an officer or employee of Congress, or an employee
of a Member of Congress in connection with any covered Federal action.

"Local government," as used in this clause, means a unit of government in a State and, if
chartered, established, or otherwise recognized by a State for the performance of a
governmental duty, including a local public authority, a special district, an intrastate
district, a council of governments, a sponsor group representative organization, and any
other instrumentality of a local government.

"Officer or employee of an agency," as used in this clause, includes the following
individuals who are employed by an agency:

(1) An individual who is appointed to a position in the Government under Title 5,
United States Code, including a position under a temporary appointment.

(2) A member of the uniformed services, as defined in subsection 101(3), Title 37,
United States Code.

3) A special Government employee, as defined in section 202, Title 18, United
States Code.
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4) An individual who is a member of a Federal advisory committee, as defined by the
Federal Advisory Committee Act, Title 5, United States Code, appendix 2.

"Person," as used in this clause, means an individual, corporation, company, association,
authority, firm, partnership, society, State, and local government, regardless of whether
such entity is operated for profit, or not for profit. This term excludes an Indian tribe,
tribal organization, or any other Indian organization with respect to expenditures
specifically permitted by other Federal law.

"Reasonable compensation," as used in this clause, means, with respect to a regularly
employed officer or employee of any person, compensation that is consistent with the
normal compensation for such officer or employee for work that is not furnished to, not
funded by, or not furnished in cooperation with the Federal Government.

"Reasonable payment," as used in this clause, means, with respect to professional and
other technical services, a payment in an amount that is consistent with the amount
normally paid for such services in the private sector.

"Recipient," as used in this clause, includes the Contractor and all subcontractors. This
term excludes an Indian tribe, tribal organization, or any other Indian organization with
respect to expenditures specifically permitted by other Federal law.

"Regularly employed," as used in this clause, means, with respect to an officer or
employee of a person requesting or receiving a Federal contract, an officer or employee
who is employed by such person for at least 130 working days within 1 year immediately
preceding the date of the submission that initiates agency consideration of such person for
receipt of such contract. An officer or employee who is employed by such person for
less than 130 working days within 1 year immediately preceding the date of the
submission that initiates agency consideration of such person shall be considered to be
regularly employed as soon as he or she is employed by such person for 130 working
days.

"State," as used in this clause, means a State of the United States, the District of
Columbia, or an outlying area of the United States, an agency or instrumentality of a
State, and multi-State, regional, or interstate entity having governmental duties and
powers.

Prohibitions.
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(1) Section 1352 of Title 31, United States Code, among other things, prohibits a
recipient of a Federal contract, grant, loan, or cooperative agreement from using
appropriated funds to pay any person for influencing or attempting to influence
an officer or employee of any agency, a Member of Congress, an officer or
employee of Congress, or an employee of a Member of Congress in connection
with any of the following covered Federal actions: the awarding of any Federal
contract; the making of any Federal grant; the making of any Federal loan; the
entering into of any cooperative agreement; or the modification of any Federal
contract, grant, loan, or cooperative agreement.

(2) The Act also requires Contractors to furnish a disclosure if any funds other than
Federal appropriated funds (including profit or fee received under a covered
Federal transaction) have been paid, or will be paid, to any person for influencing
or attempting to influence an officer or employee of any agency, a Member of
Congress, an officer or employee of Congress, or an employee of a Member of
Congress in connection with a Federal contract, grant, loan, or cooperative
agreement.

3) The prohibitions of the Act do not apply under the following conditions:
(1) Agency and legislative liaison by own employees.

(A)  The prohibition on the use of appropriated funds, in subparagraph
(b)(1) of this clause, does not apply in the case of a payment of
reasonable compensation made to an officer or employee of a
person requesting or receiving a covered Federal action if the
payment is for agency and legislative liaison activities not directly
related to a covered Federal action.

(B)  For purposes of subdivision (b)(3)(i)(A) of this clause, providing
any information specifically requested by an agency or Congress is
permitted at any time.

(C)  The following agency and legislative liaison activities are permitted
at any time where they are not related to a specific solicitation for
any covered Federal action:
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