SECTION B

H.l1 Revision to Section H

SECTION H: SPECIAL CONTRACT REQUIREMENTS

NUMBER TITLE

H-1 BUILDER'S RISK INSURANCE

H-2 1IENS AND TITLE (FP)

H-3 NOTIFICATION OF CHANGES

H-4 OTHER CHANGE PROPOSALS

H-5 PROGRESS PAYMENTS (PERCENTAGE OF COMPLETION)

H-6 AWARD FEE

H-7 PERFORMANCE AND PAYMENT BONDS

H-8 SINGLE SYSTEM VENDORS AND NOISE CONTROL ENGINEERING FIRM

H-1 BUILDER'S RISK INSURANCE

The Contractor shall, from the start of vessel construction until preliminary acceptance by the government, provide and
maintain in force a Builder's Risk Policy on behalf of the Government covering the vessel and all material and equipment
for each vessel to be provided under ITEMS 0001 through 0007 and if exercised, TTEM 0008, 0015, or 0022 and their
respective associated CLINs; provided, that for ITEM 0001 the cost of detail design shall be excluded from the insured
value. The Contractor agrees that the price of this contract includes the price of the insurance required by this provision.
A copy of the policy shall be provided to the Government by the Contractor, prior to and as a condition of the
Government's issuance of a notice to proceed after contract award.

H-2 LIENS AND TITLE

{a) Any and all partial and progress payments made hereunder on account of the vessels and the materials and
equipment therefor shall be secured, when made, by a lien in favor of the Government upon such material and equipment
on account of all payments so made, except to the extent that the Government, by virtee of any cther requirement of this
contract, or otherwise, shall have valid title to such material and equipment as against other creditors of the Contractor,
If such property is not wdentified by marking or segregating, the Government shall be deemed to have a Hen upon a
proportionate part of any mass of property with which such property is commingled. Any lien provided for by virtue of
this requirement is paramount to all other liens under the provisions of 10 U.S.C. Sec 2307. Upon completion and
delivery of the vessels, said Hen shall be discharged as to any materials and equipment which have not been included in
the vessels and which are no longer required therefor.

{b) The Contractor shall immediately discharge or cause to be discharged any lien or rights in rem of any kind,
other than in favor of the Government, which at any time exists or rises with respect to the machinery, fittings,
cquipment or materials for the vessels. It any such lien or right in rem is not immediately discharged, the Government
may discharge or cause to be discharged said Hien or right in rem at the expense of the Contractor.

{c) Title to the vessels under construction shall be in the Government and title to all materials and eguipment
acquired for each vessel shall vest in the Government upon delivery thereof to the plant of the Contractor or other place
of storage selected by the Contractor, whichever of said events shall first occur; provided, that the CONREFP may, by
written direction, require that title shall vest in the Government upon delivery of such materials and equipment to the
carrier for transportation 1o the plant of the Coniractor or other place of storage selected by the Contractor. The amount
of any freight charges, transportation, taxes or other costs which would have been paid by the Contractor, either directly
or as an element of any subeontract cost, and which the Contractor shall not be required to pay as a result of such earlier
vesting of title and any use of Government bills of lading, shall be determined and treated as though resulting from a
change order and the contract price reduced accordingly. Upon completion of the vessels, or with the approval of the
CONREP at any time during the construction of the vessels, all such materials and equipment which have not been
inctuded theremn and which are agreed between the Contractor and the CONREP to be no longer required therefor, except
materials and equipment which were furnished by the Government or the cost of which has been reimbursed by the
Government to the Contractor, shall become the property of the Contractor; provided, however, that models, mockups,
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plans and other items which the Contractor is expressly required to construct, prepare, of furnish shall remain the
property of the Government. Upon completion of the contract, or at such earlier date as may be fixed by the Contracting
Officer, the Contractor shall submit, in a form acceptable to the Contracting Officer. inventory schedules covering all
items of property not consumed in the performance of this contract (including any resulting scrap) or not theretofore
delivered to the Government, the cost of which has been reimbursed by the Government to the Contractor apart from the
fixed price. The Contractor shall defiver or make such other disposal of such property as may be directed or authorized
by the Contracting Officer. Recoverable scrap from such property shall be reported in accordance with such procedure
and in such form as the Contracting Officer may direct. The net proceeds of any such disposal shall be credited to the
Government and shall be paid in such manner as the Contracting Officer may direct. For the purpose of this
requirement, "net procesds” means actual amount collected from such sale of disposal less sales, collection fecs and
other reasonable related expenses.

-3 NOTIFICATION OF CHANGES

{a) Definitions. As used in this requirement, the term "Contracting Officer” does not include any representative of
the Contracting Officer whether or not such representative is acting within the scope of his authority nor does it include
any other individuals or activities that in any way comnmunicate with the Contractor. As used in this requirement, the
term "conduct” includes both acticns and failures to act, and includes the furnishing of, or the failure to fumnish, any item
under any provision of this contract.

(5 Notice. The primary purpose of this requirement is to obtain prompt reporting of any conduct which the
Contractor considers would constitute or would require a change to this contract. The parties acknowledge that proper
administration of this contract requires that potential changes be identified and resolved as they arise. Therefore, except
for changes identified as such in writing and signed by the Contracting Officer, the Contractor shall notify the
Contracting Officer of any conduct which the Contractor considers would constitute or would require a change to this
contract. Such notice shall be provided promptly, and in any event within thirty (30) calendar days from the date the
Contractor identifies any such conduct. The Notice shall be written and shall state, on the basis of the most accurate
mformation available to the Contractor:

{i) The date, nature, and circumstances of the conduct regarded as a change;

{11} The name, function, and activity of the individuals directly involved in or knowledgeable about such
conduct;

{iif) The identification of any documents and the substance of any oral communication involved in such
conduct;

{iv} The particular elements of contract performance for which the Contractor might seek an equitable

adjustment under this requirement, including:
{1} What ship{s) have been or might be affected by the potential change;

(23 To the extent practicable, labor or materials or both which have been or might be added,
deleted, or wasted by the potential change;

{3 To the extent practicable, the Contractor's preliminary order of magnitude estimate of cost and
schedule effect of the potential change; and

{4} What and in what manner are the particular technical requirements or contract requirements
regarded as changed.

(¢} Continued Performance. Except as provided in paragraph () below, following submission ol notice, the
Contractor shall take no action to implement a potential change until advised by the Contracting Offscer in writing as
provided in {d) below, unless the potential change was previously directed by the Contracting Officer. in which case the
Contractor shall conform therewith. Nothing in this paragraph (c) shall excuse the Contractor from proceeding with
contract work other than implementation of the potential change or from proceeding in accordance with directions issued
by the Contracting Officer.

(d) Government Response. The Contracting Officer shall promptly, and in any event within twenty-one (21)
calendar days after receipt of Notice, respond thereto in writing. In such response, the Contracting Officer shall either:
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{1} Contirm that the conduct of which the Contracter gave notice would constitute a change, and when
necessary, direct the mode of further performance, or,

{it} Countermand any conduct regarded by the Contractor as a change, or;

{1i1) Peny that the conduct of which the Contractor gave notice would constifute a change and, when
necessary, direct the mode of further performance, or;

(iv) In the event the Contractor's notice information is inadequate to make a decision under (1), (i) or (iii)
above, advise the Contractor what additional information is required. Failure of the Government to respond
within the time required above shall be deemed a countermand under (d) (if).

{e} Equitable Adjustments. Equitable adjustments for changes confirmed or countermanded by the Contracting
Officer shall be made in accordance with the clause of this contract entitled "CHANGES", or any other requirement of
this contract which provides for an equitable adjustment.

H Special Procedures, Paragraph (¢) provides that the Contractor is to take no action to implement a potential
change pending the Contracting Officer's response to the Contractor's notice of the potential change, except where
specifically directed by the Contracting Officer. In special situations, however, where

{1} The circamstances do not allow sufficient time to notify the Contracting Officer of the facts prior to
the need to proceed with the work, and;

(2} The work must proceed to avoid hazards to personne! or property or to avoid additional cost to the
Government, the Contractor may proceed with work in accordance with the potential change. In such special
situations, the Contractor shall advise the Contracting Officer in writing within ten (10) days of the conduct
giving rise to the potential change that the Contractor has proceeded and shall describe the nature of the special
situation which required proceeding prior to notification. Within thirty (30) calendar days of the conduct giving
rise to the potential change, the Contractor shall provide notice as required in {Ib) above. The Contracting
Officer shall respond as set forth in {d} above. If the Contracting Officer determines that the conduct constitutes
a change and countermands 1t, the Contractor shall be entitled to an equitable adjustment for performance in
accordance with that change prior to the countermand including performance resulting from the countermand.

() When the Contractor identifies any conduct which may result in delay to delivery of the ship{(s), the Contractor
shall promptly so inform the Contracting Ofticer thercof prior to providing the notice required by paragraph (b) above,

H-4 OTHER CHANGE PROPOSALS

(a} The Contracting Officer, in addition to proposing engincering changes pursuant to other requirements of this
contract, and in addition to issuing changes pursuant to the clause of this contract entitled "CHANGES", may propose
other changes within the general scope of this contract as set forth below. Within forty-five (43} days from the date of
receipt of any such proposed change, or within such further time as the Contracting Officer may allow, the Contractor
shall submit the proposed scope of work, plans and sketches, and its estimate of: {A) the cost, (B) the weight and
moment effect, (C) effect on delivery dates of the vessel(s), and {1} status of work on the vessels affected by the
proposed change. The proposed scope of work and estimate of cost shall be in such form and supported by such
reasonably detailed information as the Contracting Officer may require. Within sixty (60) days from the date of receipt
of the Contractor's estimate, the Contractor agrees {o either (A) enter into a supplemental agreement covering the
estirnate as subrmtted, or (B) if the estimate as submitted 18 not satisfactory to the Contracting Officer, enter into
negotiations 1n goed faith leading to the execution of a bilateral supplemental agreement. In etther case, the
supplemental agreement shall cover an equitable adjustinent in the contract price, iclading an equitable adjustment for
the preparatory work set forth above, scope, and all other necessary equitable adjustments. The Contractor's estimate
referred to n this subparagraph shall be z firm offer for sixty (60) days from and after the receipt thereof by the
Contracting Officer having cognizance thereof, unless such period of time it extended by mutual consent.

(b} Pending sxecution of a bilateral agreement or the direction of the Contracting Officer pursuant to the

"CHANGES" clause, the Contractor shall proceed ditigently with contract performance without regard to the effect of
any such proposed change.
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{c) In the event that a change proposed by the Contracting Officer is not incorporated into the contract, the work
done by the Contractor in preparing the estimate in accordance with subparagraph {a) above shall be treated as if ordered
by the Contracting Officer under the "CHANGES" clause. The Contractor shall be entitled to an equitabic adjustment in
the contract price for the effort required under subparagraph (a), but the Contractor shall not be entitled to any
adjustment in delivery date. Failure to agree to such equitable adjustment in the coniract price shall be a dispute within
the meaning of the clause of this contract entitled "DISPUTES" (FAR 52.233-1).

H-5 PROGRESS PAYMENTS (PERCENTAGE OF COMPLETION)

Progress payments on account of the Contract shall be made by the Contracting Officer to the Contractor as the Confract
work progresses. All progress payments shall be subject to a retainage of five percent (5%). The amounts of such
payments shall be determined by; {a) dividing the contract price for CLIN 0001 into a set amount of points (10,000},
representing the total cost of the labor by SWBS element as presented in the Contractor’s final price proposal, and
measuring said progress by the perceat of completion of said portions of the Contract work, as certified by the Contractor
subject to the approval of the CONREP, and (b) dividing the contract price for CLIN 0001 material into a set amount of
points (10,000) representing the total cost of material by SWBS element as presented in the Contractor’s final price
proposal, and measuring said progress by the amount of material paid for as shown by payment made by cash, check or
other forms of actual payment as certified by the Contractor subject to approval of the CONREP.

In addition to progress payments under Item 0001, the Contracting Officer will make payments to the Contractor for
work completed by the Contractor under Items 0002 through 0007, if exercised or ordered, following certification of
completion of the work by the Contractor subject to the approval of the CONREP. For work under CLINs 0002 through
0007 for which work is not yet complete, the Contractor must submit to the CONREP, within 15 days after each calender
quarter for approval, a revised 10000 point weighting of the CLIN 001 progressing system to include all labor and
material costs exercised or ordered under CLINs 002 through 0007 from the previous calender quarter. The revised
weighting may, within a SWBS element, reallocate CLIN 0001 labor and material costs as determined to be necessary by
the Contracter subject fo the approval of the CONREP

For each of Option Items 0008, 0015, and 0022, if exercised, separate 10,000 point progress measurement scales based
on their respective costs of labor and materials will be utilized to determine progress as certified by the Contractor
subject to the approval of the CONREP. Similarly, the Contracting Officer will make payments to the Contractor for
work completed by the Contractor under Items 0009 through 00014, 0016 through 0021, and 0023 through 0028 if
exercised or ordered, following certification of completion of the work by the Contractor subject to the approval of the
CONREP. For work under Items 0009 through 00014, 0016 through 0021, and 0023 through 0028 for which work 1s not
vet complete, the Contractor must submit to the CONREP, within 15 days afier each calendar quarter for approval, a
revised 10000 point weighting of the CLIN 0008, 0015 and 0022 progressing systems to include all Iabor and material
costs exercised or ordered under CLINs 0009 through 0014, 0016 through 0021 and 0023 through 0028 from the
previous calendar quarter. The revised weighting may, within a SWBS element, realiocate CIIN 0008, 0013 and 0022
labor and material costs as determined to be necessary by the Contractor subject to the approval of the CONREP

Progress payments may be submutted at monthly intervals; provided, however, that the aggregate of such payments made
prior to the delivery of the vessel(s) by the Contractor to the Government shall not be in excess of 95 percent of the
contract price for CLIN 0001 and if exercised, 95 percent of the contract price for each of the Option items 0008, 0015
and 0022. Progress shall be determined by the percentage of Contract work completed and material delivered to the
Contractor at its Shipyard and paid for as shown by payment made by cash, check or other form of actual pavment, as
certified by the Contractor subject to approval of the CONRLEP.

The Contractor agrees that it shall not allow liens, security interest or rights in rem of any kind arising out of the Contract
work, or on account of any claim against the Contractor or against the subcontractor of the Contractor performing work
or furnishing material under this Contract to lie or attach against the vessels or any of satd property. material, or Contract
work.

The amounts withheld under the provisions of this Section, plus any other amounts payable to the Contractor under the
terms of this Contract shail be paid (except amounts withheld for liquidated damages and any offset required by law) as
follows:

(D All except 2 172 percent of the Contract price for CLIN 0001 through 0007 and if exercised, Option
items 0008 through 0014, 0015 through 0021 and 0022 through 0028 shali be payable promptly afier the
preliminary acceptance of the vessel{(s).
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{11) The balance of the Contract price for CLIN 0001 through 0007 and if exercised, Option items 00GE
shrough 0014, G013 through 0021 and 0022 through 0028 shall be paid within 3G days of the end of the
Guarantee pertod{s), provided all contractual obligations have been satisfied.

No payments on account of the Contract price shall be made except on submitted biils, vouchers, or invoices which shall
be in such number and form and shall be executed, certified, and attested in accordance with the clanse in Section | of
this contract entitled PROMPT PAYMENT (JUN 1997}

The Contractor shall maintain a file of all purchase orders issued and subcontracts entered into by the Contractor in the
performance of the Contract work and shall furnish copies of such priced purchase orders and subcontracts to the
Contracting Officer as may be required.

At any time or times pricr to final payment under this contract, the Contracting Officer may have any invoices and
statements or certifications of costs audited. The Contracting Officer may require the Contractor to submit, or make
available for examination by the Contracting Officer or his designated representative, the supporting documentation
upon which invoices, statements or certifications of costs are based. Each payment theretofore made shall be subject to
reduction as necessary to reflect the exclusion of amounts included in the invoices or statements or certifications of costs
which are found by the Contracting Officer, on the basis of such audit, not to constitute allowable costs. Any payment
may be reduced for over-pavments, or increased for underpayment on preceding invoices.

H-6 AWARD FEE

{a) In addition to the prices specified in Section B for ltem 0001, and if exercised, Items 0608, 0015, and 0022, the
Contractor may earn award fee as determined by the Fee Determining Official (FDO). While not a traditional award fee,
the Government's purpose in granting this incentive bonus is to encourage and reward superior Coniractor effort toward
performance of this contract by pertodically reviewing the Contractor’s effectiveness in {1} ensuring timely ship
delivery, (2} management {including relationships with the Government, the SSVs and the Noise Control Engineering
Firm}, and (3) design/engineering, noise/vibration, weight control/stability, production, and logistics. It is recognized
that the standards by which the Contractor's performance is 1o be gauged are not susceptible to precise definition;
however, these are the general areas on which particular emphasis will be placed. These evaluation categories are
presented in approximate descending order of importance. However, the Contracting Officer may from time fo time
modify the relative weights of the evaluation categories and modify the distribution of available award fee dollar
amounts set forth ia paragraph (g), provided that the Contracting Officer notifies the Contractor pricr to the beginning of
each evaluation period for which the changes will be effective. These modifications shall not change the total available
award fee potential provided by this ¢lause nor change the award fee carned by the Contractor in any completed
evaluation period. '

[Muodification 0008] For CLIN 0001 only:

{(a.1) The Government has selected the submission of schedule data as specified in sections 3421 and 0421 of
Revision E of the SOR dated December 18, 2002 and the reduction of acoustic signature as the areas in
which award fee will be made available. None of the costs incurred by the Contractor in performing the
narrow band accustic signature reduction work described in paragraph (e.4) and in performing the work
associated with the incentive related to submission of schedule data shall be compensated other than under
the award fee provision.

{a.2)  The criteria by which the Contractor’s performance 18 fo be gauged relative to providing monthly schedule
data are:

(1} Timeliness — All deliverables will be provided no later than the 13" of each month detailing progress
through the end of the previous month.

(2} Accuracy - All deliverables will reflect actual physical progress and realistic and actual dates of
various events. Al deliverables will contain the most current information available.

(3)  Completeness - All deliverables will contain all data as required per sections (421 and 0421 of
Revision E of the SOR dated December 18, 2002,

(4} Integration — Schedule, date, and progress information shall be consistent between deliverabies and
with monthly progress billings. Schedule information detailing the initiation, separation, and merging
of events will be consistent between the deliverables.

{5) Format - A consistent format will be adopted for each deliverable and the deliverable will be provided
in the same consistent format each month.
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The aforementioned evalvation criteria for providing monthly schedule data are weighted equally m
importance and it will be the Contractor’s responsibility to meet alt five criteria in order to qualify for the
incentive bonus. The Contractor’s performance relative to the aforementioned criteria will be evaluated in
accordance with paragraph (h.1).

With respect to reducing acoustic signature, award fee will be determined based on the accomplishment of
milestones. The Contractor shall perform the scope of work detailed in paragraph {e.4) and will be paid for
each milestone successfully accomplished in accordance with the award fee milestone criteria provided in
paragraph (2.2). The Contractor’s performance relative to the achievement of milestones will be evaluated
in accordance with paragraph (h.1). [Modification 0008}
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[Medification G018] For CLIN 0008 only:

{a.4)  The Government has selected the submission of schedule data as specified in sections 042 and 042i of
Revision -- of the SOR for FSV40-2 dated June 10, 2003 as the area in which award fee will be made
availzble. None of the costs incurred by the Contractor in performing the work associated with the
incentive related to submission of schedule data shall be compensated other than under the award fee
provision.

(2.5)  The criteria by which the Contractor’s performance is to be gauged relative to providing monthly schedule
data are:

{1y Timeliness — All deliverables wili be provided no later than the 15™ of each month detailing progress
through the end of the previous month,

(2)  Accuracy — All deliverables will reflect actual physical progress and realistic and actual dates of
various events. All deliverables will contain the most current information available.

(3) Completeness - All deliverables will contain all data as required per sections 042f and 0421 of
Revision F of the SOR dated December 18, 2002,

(4) Integration - Schedule, date, and progress information shall be consistent between deliverables and
with monthly progress billings. Schedule information detailing the initiation, separation, and merging
of events will be consistent between the deliverables.

(5) Format - A consistent format will be adopted for each deliverable and the deliverable will be provided
in the same consistent format cach month.

The aforementicned evaluation criteria for providing monthly schedule data are weighted equally in
importance and it will be the Contractor’s responsibility to meet all five criteria in order to qualify for the
incentive bonus. The Contractor’s performance relative to the aforementioned criteria will be evaluated in
ageordance with paragraph (h.1).

[Medification 0040] For CLIN 0015 only:

(a.6) The Government has selected the reduction of acoustic signature as the areas in which award fee will be
made available. None of the costs incurred by the Contractor in performing the narrow band acoustic
signature reduction work described in paragraph (e.11) shall be compensated other than under the award
fee provision.

(a.7)  The criteria by which the Contractor’s performance is to be gauged relative to providing monthly schedule
data are described in paragraph {g.5). [Modification 004Q]
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