LIABILITY PROVISIONS—COST-REIMBURSEMENT (7-92)

{a;} Applignbility. This clauss is nod apphicable (0 small business concerns OF (0 AORPROGL Ofganizaliona.

(&) Definitions. (13 The term “ings and penalties,” aa used in his clavse, mean? wms of money the payment of
which Federal or state |aw or reguialion &xacls a5 @ punishment or delerrence 83ainsl daing aome act Lhat is prohibited,
or nnt doing some act that is required, by law or regulation. Fines or penaltics may be imposed | @ civil enforcement
acticn of result from a ¢iminal conviclion, Fines or penalties shail ol be cornsirued as including assexsments that are
imposed as damagea on the basis of civil litigalion or that are imposed on (he bass of surict lisbitity {that &, withoul
regard 1o Lhe fault or negligence of the party invalved).

{2) The term "nonprofil organization,” as used in this clause, means an organization thes & considered nonpeotit
under the laws af the jurisdiction in which it i3 incorporated.  Subsidiasies may be considered nonpeofil organzatlons if
ail entities above ¢ kn the corporate structure are considered nonprofil under the laws of the incorporating jurisdiction.

[c) Unallowshle Costs. This paragraph (o) Identifies costs that (i) If incurred by the Seller, are unallcwable to the
extenl specifisd in paragraph () below, notwithstanding any provisiond (@ Lhe contrary ln the “Allowable Cost and
Paymene,” *Tnsurance—Ligkility to Third Persans,” "Government Froperty,” or any other clause of tha subconiract; and
{ie) if incurred by or assessed against the Company, may be determined by DOE to be unallcwable under the Company®s
management and apsraling coniras: b

(17 Fines and penaliies, including assessed incercat and cost of litiganan, that ars Imeusred in whole or A pare
a5 a resul of negligence or willful migsconduct of the Seiler or 8 subconiraclar al any wer, where Lhe brench of Lhe legal
dury gring rise f0 such fine or peneity mvabves an area of responsibility clearly placed on the Company and/or the Seller
ar sukconrraciar.

{2) Cwil or criminal penalties assessed under the Price-Anderson Amendmenta Act of 1988, 42 ULS.C. 2273,
2242, and the cos13 of litigation resulting from auch assessments, cxcept as may be specifically provided in regulations
implementing these ¢ivil or crimunal penalty provisicns,

{3} Costs that are aveidable and that are incurred in whale of in pam a3 a result of negligence or wiliful
misconduct on the part of any of ke Seller's of subconiractor's personnel, in performing work under Lhis subcontract,

{i' Such costs may include, for example, edditional programmatic expensea for ressarch end development
or production actraties, and third-parly ¢lairrd, but (A} shall pot include scrap, waste, and other rouline damages or lodscs
thit oecur as pare of the cost of daing bukpess and that are reasonably anticipated, and (B} shall not include corseguential

damages.
(i} Cosrs of ligaion incurred in bringing or defending claims relating 10 these oosls are also unallowabie,

{4) Costs af bonds and insurance (10 the exent Lhat they are incurred Lo protect and indemnify against olherwiss
unallwable coMs such as fines and penalties, third-party claims, neghgently or willfully caused damage 1o or destruction
ar bk of Government property, and thefl or unauthorized use of Government properly), except and only (o the exient
that sueh meuranee or bond o required by the specific written direct:on of the Company,

(51 (i} Costs and expenses resulling from damage 10 or destruction ar loss of Government praperty in whals
ar in part 22 a result of negligence or willful misconduct of the Selier of subconiractor at any tier. Thess coats are those
incurred in effecting repairs to o replacement of Government property, but do not include scrap, waste, and other rouLine
damages or losses that ooour a8 part of the oost of doing business and Lhat are reasonably anticipated. Ceacs thal are
unallowsble are the result Of crcemesances: (i) Clearty within the Company's andior the Seller's or aubcoptracice's conirol,
and (i) resulting in whole or @a pare from ecls or omissiond of the Seller or subcontractor, in which the exercise of
reasonrable care would have avoeded the Ioss, destruction, or damage. In the evenl that such costs and expenses resulling
from damage 1o or destruction of loss of Government property are Ao in part caused by third partics, other than DOE
or Ihe Company, such costs and expenses are unallowable and will not be reimbursed by the Company.

{ily In addition, the Seller shall be liable for damage to, of desruciion or ioas of, Government property
slemming from thef, embezlement, unauthorized use, or any other ulira vires sctivity by Selier or subconiractor personncl
at any tier. Under these circumstances, the Seller shall be required ta bear the cost of repalring or replacing the damaged,

desiroped, or lost Gowernment propery.
(i) For the purposes of this paragraph (€)(5)

{A) "Megligence” is the fadlure 10 exercise (hat standard Of care (At @ reasanabie and prudent persan
woeld exercise under Lhe 3ame oF similar circumstancet ofF in an identical or similar environment,

(B} “Government property' means: (1) Government-fusnished properry; (i) property sequired by
the Selier, title 1o which vests in the Governmen! enders the "Government Properny® clause of this subcontract; and (i}
Government-owned regl and peesonal property 8 DOE facilives managed and operated by the Lompany,

{6) Tne Seller may, at s own expense and aot a3 an allowable cost, procure for it own prolection insuracce

covening damage o or destruction or loss of Government property 10 compensate (he Seller for any unallowable or
fnonreimbusanie coss ipeusred in coanectioo anlh Sach property.
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(d) Recovery from Seller. Subject to the ceiling on the Seller's liability established in paragraph (e) below, and in
accordance with the procedures established in paragraph (g) below or by other appropriate means, the Company may
recover from the Seller any of the costs identified in paragraph (c) above incurred by or assessed against the Company

that DOE determines or proposes to determine to be unallowable.

(¢) Ceiling on Certain Liabilities. (1) The financial obligations of the Seller for (i) noncriminal fines and penalties
under paragraph (c)(1) of this clause, (ii) "avoidable” costs under paragraph (c)(3), and (iii) damage to or destruction or
loss of Government property under paragraph (c)(5) shall be limited to the cumulative amount of the fee actually carncd
by the Seller under this subcontract during the Company’s six-month award-fee evaluation period (NOTE: under the
Company’s management and operating contract with DOE, these periods are October through March and Apnil through
September) when the event or events that were caused by the Seiler or subcontractor at any tier and that ied to the
incurrence of costs or liabilities or the imposition of fines and penalties occurred. [This ceiling on liability does not apply
to any categories of unaliowabie costs other than those described in this paragraph (e)(1).]

(2) In the case of continuing activities of the Seller that occur over a number of the Company’s award-fee
evaluation periods and result in liabilities or costs described in this clause, the potential financial obligation of the Selier
shall be limited to the amount of the fee earned by the Seller in the Company's single award-fee evaluation period when
the incident(s) or event(s) giving rise to the Seller’s disallowed cost or expense took place.

(3) If it is not possible to relate or reasonably allocate particular activities to individual Company award-fee
evaluation periods, the financial obligation of the Seller shall be limited to the amount of actual fec earncd by the Scller
during the evaluation period when the amount of such nonreimbursable costs or liabilities was finally determined.

(4) If the determination of the award-fee evaluation period during which the activity or incident resulting in the
unallowable avoidable cost occurred is made after the termination or expiration of this subcontract or after the Seller is
otherwise replaced, the actual fee earned by the Seller for the last evaluation period that this subcontract was in effect shall
be used, after deducting unallowable costs under this clause that were previously charged to the Seller during that period.

(0 Reimbursement to Seller. To the extent that avoidable costs incurred by the negligence of the Seller are
reimbursed by DOE to the Company, the Company will reimburse the Scller for such costs to the extent that the Seller
has already paid such costs or incurred them without reimbursement.

(g) Financial Guarantee. (1) Within ten days after the award of this subcontract, and before beginning any work
on-site at a DOE instaliation managed and operated by the Company, the Seller shall establish an irrevocable letter of
credit in favor of the Company. If this subcontract has a period of performance of six months or less, the amount of the
credit shall be equal to the subcontract fee. If this subcontract has a period of performance of more than six months, the
amount of the credit shall be determined by (i) dividing the amount of fee to be paid under this subcontract by the
number of months in the period of performance, and (i) multiplying the quotient by six. The expiration date of the letter
of credit shall be no earlier than one year from the date of award of this subcontract.

(2) Except as authorized by paragraph (3) below, each year during the performance of this subcontract the Seller
shall renew letters of credit (or establish new irrevocable letters of credit), in the amount specified above, no later than
15 days before their expiration date. The expiration date of the final renewed or replacement letter of credit shall be ane
year from the date of completion of performance of this subcontract.

(3) In lieu of renewing or completely replacing a letter of credit, the Scller may authorize the Company in writing
to retain, as a financial guarantee, a percentage of the earned fee greater than that authorized by the "Fixed Fee” clause
of this subcontract. (In appropriate cases, this authorization must be coupled with replacement letters of credit in amounts
and with expiration dates sufficient to assure that the combined amount of the retained fee and the replacement letter of
credit is at all times no less than the amount of the initial letter of credit specified in paragraph (g)(1) above.

(4) The Company may draw against a letter of credit or apply retained fee to recover its costs that are
determined by DOE to be unallowable but that result from negligence or willful misconduct by the Seiler or a
subcontractor at any tier. In this event, the Company, in order to reestablish the financial guarantce in the amount
specified in paragraph (g)(1) above, may in its discretion either or both (i) withhold carned fec beyond that percentage,
if any, authorized by the Seller in accordance with paragraph (g)(3) abave, or (i) require the Seller promptly to furnish

additional irrevocable letters of credit.

(h) Subcontracts. The Seller shall include the substance of paragraphs (a) through (f) and (h) and (i) of this clause
in subcontracts hereunder with large-business concerns for work to be done on site at a DOE facility managed and

operated by the Company. Financial guarantees (whether of the types discussed in paragraph (g) of this clause or of any
other form) are considered to be a matter for resolution by the Seller and its subcontractors.

(i) Default. If the Seller fails to comply with the provisions of this clause, this subcontract may be terminated for
default.



