
SETILEMENT AGREE}IENT

This Scttlcment Agreement (*Ageerueirf) is edercd into mong the United

states of America, acting throughthe united sbtes Attomey's officc for the Eastem

DisEict of Califomia (collectively the "United States') aod SierraNfl,ada Corporatiolr

(*SNC') (hereafter collectively rd€rred to as the "Partics"), through thcir authorizcd

rcprcxrntatives.

RECITALS

A. SNC is aNevada corporationthat provides scrviccs to agencies ofthe

United States ptrsllstt to various dcfense and space contacB. SIIC is headqrnrter€d in

Sparks,Nevada

B The United Statos contcnds that it has certain civil claims against SNC

arisiag from the following conduqt by SNC:

(l) lvfisclassification of catain direct contast costs and Manufacturing and

Ploduction ErUincering C'MPE') costs as Indepndent Rescarch and Development

('IR&D') co$s between fiscal years ('FY") 2007 d2011 for thc IR&D projects and

associabd conhacts/projects list€d in Attacbment A hcreto.

(2) Chtrging c€rtain IR&D costs in the wrong cost accouiling period for the

IR&D projects and associded contacts/projects listed in Atachment B hereto.

This conduct resultcd in SNC appl5nng overstarod Geneml & Admini$rarive

(G&A) rates to its goveinment contacts for FY 2007 through FY 2011. Thc conduct

described in this paragraph is referred to hereafter as the Covered Conduct

C. This Settlcmmt Agreement is neither an admission of liability by SNC nor

a coucession by thc United States thu its claims arc not well fouuded.
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To avoid the delay, ucsrtainty, inconvenience, and expense ofprotracted

litigdion of the above clairns, aod in consideration of the mgfiral promises and

obligations of fis Sct0emmt Agrcemenf the Parties agree and covenant as follows:

TERI,IS AI{D CONpITIONS

1. SNC shall pay to the Uoited States thc total sum of $14,888,779, as

follows:

a. SNC shatl pay $13,?94,069 plus accnred interest at the rate of 3o/o per

armum fromNovernber l,20l6,and coutiauing until and inclrrding the day of payment

(the "SettlementAmounf), by electronic funds tansferpursuantto writtcn instructions

to bc provided by the Officc ofthe Unitcd States Attomey for the Eas@m Distict of

Califomia on or before the latter of ten (10) bruincss days after the Efitective Date of tlis

Agrecment or fivc (5) brsiness days after receiving thc above-rcfcrensed uritten

instnrctions. If paymcnt is not timely rcceived, SNC shall also pay the interest on the

Settlcurent Amount at a ratc of I0% in addition to fu 3o/o noted above (l3yr) from the

date palmt was due through the date payment is receivcd;

b. SNC represe,nts and warrants that it has reimbursed to the United States

the rcmaining sum of $l,094,7l0,tbrough downward adjustment to final G&A rates for

fiscal years 2007 and 2008.

2. Subject to thc exceptions in Paragraph 3 (conccming excluded claims)

below, and oonditioned upon SNC's firll payment ofthe Settlement Amourf, the Unitcd

Sates latu releascs SNC fi,om any civil or administative monctary claim the United

States has forthe Covered Cooduct uaderthe False Claims Act 31 U.S.C. 9S 3729-3733;

the Program Fmud Civil Rcmedies Act, 31 U.S.C. $$ 3801-3812; 4l U.S.C gg 7101-
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7109; or ths common law theories of brcach of contact palmmt ry mistake, unjust

emichment andfraud"

3. Notwithstanding the release given inparagraph 2 of this Agrement, or

any other term of this Agreement, the following claims of the United States are

specifically rpscrrred and are not released:

& Any liability arising uo&r Tide 26, U.S. Code (krternal Revenue

Co&);

b. Any criminal liability;

c. Elrccpt as e.xplicitly stated in fiis Agreemeot, any administAive

liability, itrcluditrg the suspension and debarmentrights of any

fcderal agency;

d. Any liability to the United States (or its agencies) for any conduct

otherthan the Coveled Conducg

e. Any liability bascd upon obligations eeated by thig Agreemen!

f. Anyliability of individuals;

E. Any liability for exprcss orimplied wananty claims or other

claims for defective or dcficient products or services, including

quattty ofgoods and services;

b. Any liability for faihrc to deliver Soods or senices due;

i. Any liability for personal i"j,ry or prcputy danrage or for other

consequential damages -ising fromthe Covered Conduct.

4. SNC waives and shall not assert any defenses SNC may have to any

criminal prosecution or adminisfrative action relating to the Covered Condust that may be
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base{ in ruhole or in part, on a contentionthat, und€r the Double Jeopardy Clause in the

fifth Ameadomt of the Constitutioq or rmds tlre Excessive Fines Clause in the Eighth

Amendment of the Constitutioq this Agreement bars a trmedy sought in such criminal

prosecrrtion or administative action Nothing in this paragaph or ary other provision of

this Agrccment constitutes anagre€meut by tlrc Unitcd States concerning thc

characterization of the SettlcmentAmount for purposes ofthe Internal Rsvcnue laws,

Title 26 of the Unitd $tatcs Code.

5. SNC fully and finally releases the United States, its agencies, ofrcc,rs,

agmts, ernployecs, and scrvants, from any claims (inchrding attorney's fees, costs, and

er(penses of wery kind and hourcrrer denominated) that SNC has asserted, could have

asserEd, or may assert inthe firture against theUnited Stdes, its agencies, ofEccrs,

agents, employees, and senrants, relaled to th Conered Conduct aod tho Unitcd Stat€s'

investigation aod prosecution ther',eof. SNC hereby exprcssly waives all righ8 it may

have by virtuc of Sestion 1542 ofthe CaliforuiaCivil Codc, whichprovides:

A GENERAL RELEASE DOESNOT E)MEND TO
CLAIMS WHICH TIIE CREDITORDOES NOT KNOW
OR SUSPECT TO E)(IST IN HIS OR HER FAVOR AT
fiIE TIME OF HGCUTING TIIE RELEASE WHICH IF
KNOWN BYHIM OR HERMUST HAVE
MATERIALLY AFFECTED HIS ORIIER
SETTLEMENT WITI{ THE DEBTOR

SNC's rclcases hercin shall be effective whether or not they release claims that are

ourrenfly knoqm, rmluown, foreseen or unforeseeir.

6. a. Unallowable Costs Defined: All costs (as defincd inthe Federal

Acquisition Rcgulation, 48 C.F"R- $ 31.20547) incuned by or on behalf of St{C, end its

present or former officen, dirrectors, employecs, shareholders, and agcnts in connectiou

with:
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(1) the matters covered by this Agree,merrf

@ the United Stat€s' audi(s) and civil investigatio(s) of the

matters coverod by this Agreement;

(3) SNC's investigation, defense, and conective ac,tions

undertaken in response to the UniGd States' audi(s) ald

civil inve$igation(s) in soDncction with the mafiers

covered by this Agreemcnt (inohding attuney's fees);

(4) the negotiation and perfor.mance ofthis Agreement;

(5) thepqrment SI.[C ma&es to tbe United States pursuant to

this furecmcnt

are uoallou,able costs for govemrneirt contactiqg pu{poses (hereinafter referred to as

Unallowable Costs).

b. FuturE Treatuentof Unallounble Costs: Urallowable Costs will

be sepaately determined and accormted for by SNC, and SNC shall not charge such

Unallowable Costs directly or indircctly to any contast withtheUniEd States.

c. Treatmentof Unallowable Costs Prwiously Submittcd for

Payrncnt Within g0days ofthe Effective Dafie of this Agreemen! SNC shall ide,ntify and

rcpay ry adiusffientto futrrro claims forpayment or othe,rwise any Unallowable Cosb

iDcluded in payrcnts previously sought by SNC or any of its subsidiades or afrlidcs

&om the United Sabs. SNC agrees thatthe Unit€d States, at aminimunq shall be

entitledto rccoup from SNC any overpayment plus applicable interest and penalties as a

rcsult ofthc inclusion of olch Unallowablo Costs on prwiously-srbmitted rcquests for

paymeat. Ihe UnitEd Ststes, including the Deparment of Jttstice and/or the affectcd
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ageocies, reserves its dghts b audit, enaming or r€-cxamine SNC's books and records

and to disagree with any calculations submitted by SNC or any of its subsidiaries or

affliatcs rcgarding any Unallowable Costs includcd in palmelts previously sought by

SNC, or the effegt of any such Unallowable Costs o,n the amormt of such payrrents.

7. SNC agrces to coopcrab fulty and tn$hfully with the United Stabs'

invcstigation of individrrals and eotities not released in this Agr€ement. Upon rcasonable

notice, SNC shall ensourage, and qgrces notto impair, thc cooperation of its directors,

officers, and employees, qrnd shall us€ its best efforts to make availablc, and enoourage,

the cooperation of fotmer directors, officers, and employces for intenriews and testimony,

oonsistent with thc tights and privileges of zuch individuals. SNC firther agrccs to

furnishto the United States, rponreErest complete and rmredacted copies of all non'

privileged documents, rqlorts, memoranda of intenriavs, and records in its possession"

custodS orcontrol conccrningany investigation ofthe Covered Conduottbatithas

rrndertakeq or that hac been perfomed by another on its behalf,

8. This Agreenent is intended to be for the benefit of the Parties only.

9. Each Paty shall beff its own legal and other cos{s incured in connection

withthis matter, including the prcparation and pedormance of this Agreement.

10. SIrIC warrants that it has been repr. esented by, and has sought and obtained

the advice of, independcnt legal counsel with regard to the natruc, purposo, and effect of

this Agreement Thc Agrcement was negotiated by the PartieB and their recpective

counscl, each of whom had thc opportunity to participate in the &afting thereof. SI.IC

hereby dcclares that thc terms of this Agrecmcnt have been completely read, fully
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mderstooq and volptarily accepted following opportunity forrerriewby legal counsel

of their choice.

11. Each of the Parties and each signatory to this Agrccment warraats and

r€Prcscnts tbat it freely and volutarily €,nters into this Agreernent without any degree of

duress or compulsion whaboever, after having been apprised of all rclevant information

aod data by its legal oounsel. Each of the Parties firther waraob and represents that no

othrParty orits reprcsentative has uade anypromise, representationor warranty,

elpress or implied, exceptas expressly setfofth inthis Agreerrent and that no Party has

rclicd on auy inducements, promises, or repr€s€ntations made by any Party to this

Agrccmen! ot its rqrescntatives, or any other persono exc€Ft as orprcssly set forth

hrcin
12. This Agreerrent is governed by the laws of the Unit€d States. The

exclusivc jrrisdiction and venue for any dispute relating to fis Agreement is the United

States Distict Court for the Eastem District of California. For purposes of constuing

this Agreement this Agrecment shall bc deemod to harrc becn drafred by all Parties to

this fuieemeut and shall not, therefore, be conshued against any Party for thatreason in

any subsequent dispute.

13. This Agrcement constifutes thc complete agrcement b*ween the Partics.

This Agrecment may not be amended except by writbn conseirt of the Parties.

14. Thc undersigned corursel represent and warrantthatthey ae fully

adhorizedto execuE this Agreement on behalfof thc persons andelrtities indicatod

below.

15. This Agreement Esy be execrfed in counterpar8, eaoh of rryhich

constitrfies an original and all of ufiidr constitute onc and the same Agrcement.
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16. This furccment is binding on SI.IC'g stuqce!$sors, Eansfcrccs, hcirs, nnd

assigns.

L7, All parties consent to the Unitd Ststes' disclosur€ of this Agrcemont, and

information aboutthis Agfeem€nt, to the public.

t8. This Agreement h effectivc ou ths date of signature of tbe last signatory to

tbc Agrecnsut @ffective Date ofthis furec,menQ. Facsimilcs of signatures shall

constitfie acceptable, binding signaturcs for puqnses ef this,lgfe€mc,rt

Tr{E rrNITEp STATES Or .q\&RrCA

PHILLIPA. TALBERT
United States Attorney

slE_RRA NEVADA CORPORATION

Dated1 ,,febrvqrl lo ,zoitrl

Corporate Dirmtor Legal Counsel
For Sierra Nevada Corporation

Dated: frlrt,^l P,gon ll//6*ffi
Dentons US LLP
Counsel for Siera Nevada Corporation
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AttnchmentA
Misclassifred IR&I) Costs

102241 w911W60sC0018 109610

t02252 HR001 105C0052 rcg4ffi

10226l VSAT RC-l 35 Reach Back-PU
109823;

r09849
10227t AVIPSS II Tasks 109850

102282

w9l2lrz-04-c-0005;
w3IP4Q-0+C-R044;
N00178-04-C-L024;
w9l INF-04-C-0051

109854;

1 09855;

109856;

109857
1V2285 Balance Sheet Account Acct 01400-10
1u2290 W904TE-06-C-6139 109783

10229r H99230-06-G0005-0001 110017
1022e4 IIR001106C0020 109582
180005 N00019-05-c-1351 110121

180011 FAS620-06-G402610001 110137

180021 w9l32V-07-C-0005 r 10090
180025 Indirect Project 100000

' r 80029 H92222-06-D-0013 209080

180036 OG2 Satellite 110524
180044 Boomeraqg 110270

I 80045 ATP - S780 Universal Communicat 110393

r80056 t192222-06 -D0 0 1 3 -0 0 0 6 1 10440
r80059 FA8620-06-G402610056 110ss9

r80060 ATP - ASPOTcsati-NetMesh Card 110 t74
l 80069 N65236-07-D-5890 110162
180073 B&P - IEDES 2OO7 BP 160186

180077 N0002449-c-6307 I 10558
I 80077 N00024-08-c-6307 I 10558

180078 ABC Baggage Pod Radome 109838

180081 Transfer MSI Project 1 10739

180083 ICWO 110740

180086 FA8750-05-C-0002 109s41

180091
ATP - Phoenix Re Program

N00024-09-c-6306
I10784;
I 10968

180092 H92222-06-D0013-0006 I10628
180094 ATP - ASPO THDD IDIQ Mesh Card 1 10625

180103 wl5P7T-05-D-N218 1001 15

180136 wl5P7T-06-D-N219 r 10015



Attachment A
Misclassilied IR&I) Costs

180139 Indirect kojest l00I t3
r80145 B&P - Misc Fusion and Trans BP r60349
180146 wglCRB-06-D0054/0016 111404
180r 58 FA7037-07-r-9156 110132

180176
FAg620-06-G+026-00 7 0 ;

FA8620-06-G4026-129
I 10599t

111070

180185 HiD\IE 1 I 1043

180193 wgl IQY-09-C-0065 1 1 1083

r80201
Ml 5t326;

PO JV0e3t601
I10152;
110748

180203 N65236-07-n5gg0 CLINN 0001 110724
1802M IJH TzMission Equip Pack 1 10949

r80219 FA8750-09-C-0072 1 10969

$a222 ATP - Continuation of SP2 Softrnr 1 11 167

180226 HSBP1009D0237A n1299

18023 1
FAg620-0664026-0097;
FAS620-06-G4026-0173

I 10838;

1 t ts89
180233 Nevada Army National Guard (Phase 1) Proiect ttt276
r80233 Nevada Grard Solar 1l 1276
180240 FA8629-09-C-2M5 1 1 1286
180246 N61339-01-D-0715 111573

180268 SKL Simulator AuU Textron 1 1 1738
180272 rx-PsPC-281426-0A I 10992

1803 l0 B&P-KoreaCl30 160627

1803 l r Adjusting Proj est Entry Acct 02000-10

180321 B&P - Small Sat Opportunities 160553

180325 s-730492.ARP 111014

180337
Indirect Projecg
NNK1IMSO1S

100000;

120071

1 80340 Indirect Project 100000

180344 8100001898 t 11025

180348 B&P - 20I 1 Small SAT Opportunit 160666

180371 B&P -2011 HLS OGA htrsuits r60661

180373 M28 FTD 112337

r80376 s o c/cFD/Ac wBl20 0 9/5 63 111362
180376 soc-cFD-AguIE-l 0095 63 1 I 1362
180378 FA8620-06-G4026-0180 1 I 1709

180394 PO No 003511 t 11760
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Attachment A
Misclassilied IR&D Cosh

r02286;
6M2t0

Indirect Project;

N417565-06-C-5599;
wg I 3 2V-06-D0003 -0024;

sP310005F0429;
sP310005FUZ9 PO0002

6BUMKT;
110067;

609049;
609051;

109847;

109691

$a022;
180093

NBCHCOSOOS1;

Indirect Project
609035;

100000

180023;

180068

4301000083;

B&P - Automotive Radar;
N00178-0+C-1A24;

401640

110123;

160126;
t 10731;

110369
180024;

I 80027
B&P. 5.805 WSMR CRITS 2OO7 B&P 160062

180090;
180198

w91 32Y-06-D0003-DO10 110180

180133;

180134
FA8620-06-G4026{130 111177

180136;

180202;
1 80336

OG2 Satellite Brrs SB t10764

180138;

180158;

180214

url5P7T-07-C-\M009;
DMR07-03-D-B012;
wl5P7T47-W009;

B&P - OGA 9OO

110957;

110469;

110824;

160338

180175;
180181

LTPA 3288 1t t00s

180175;
180188;

180181

EDPAIvI 2;

I,oral
I I r034;
111013

180192;
180196

DAAR07-03-D-B009 t r 1Lta

180202;

180336
OG2 Satellite;
Indirect Proiect

110524;
6Mr{e00

180252;
180253;

180374;

r80356

FA8620{6-G4026-0139;
FA g 620-06-G 4026-0197 ;

2011-01;
TACLAN[-I4-06-0 I 4/005 ;

TACIA}I-I4.OGO14/OO4

111348;

I2At46;
tt2t37;
nal12;
LLO3L2

180325;

I 80380
8700465 TLL452
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Attachment B
IR&I) Costr Charged in the Wrong Cost Accounting Period

Nunber(r)
180268 ATP 111453
t80224 ATP 111133
180209 w9 1 3 2Y -06iD-000 3 -DO22 110090.022
l 80036;

180046
s280000032 t 10067

102261 VSAT RC-l 3 5 Reach Back-PU r 09823
180188 I.oral Enhanced Deplorurent 111013

18023 1
FA8620-0GG4026-0124;
FA8620-06-G4026-0097

I 10809;

r 10838

180201 Ml 51326 1101s2
180202 oG2 110524
180196 Indirect 100000
180376 SOC-CFD-ACWE-z009553 111362
t 80394 AFIRS Spiral Developme,nt t I 1760
180091 \192222-06-D.0 1 3 -000 g r 10810
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