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I. INTRODUCTION

As a provider of products and services to federal, state, and local governments, MTS
operates under unique legal and regulatory requirements imposed upon government
contractors. MTS is committed to complying with the letter and spirit of these laws and
regulations. This Interim Policy for U.S. Government Contracts (“Interim Policy”) is
designed to convey MTS’ commitment to the highest standards of integrity in all aspects of
our interaction with public sector entities, including with respect to the solicitation and
performance of prime and subcontracts. Public sector entities include federal, state and
local governments, public schools, libraries and universities, and public hospitals. The
Interim Policy applies to all MTS employees who interact with customers or potential
customers in the public sector and supplements the MTS Code of Conduct. If you believe
there is a conflict between the Interim Policy and other MTS documents, please contact the
MTS Legal Department for clarification.

II. RESOURCES AND CONTACT INFORMATION

MTS employees are required to comply with this Interim Policy and to seek assistance or
clarification to avoid unethical or illegal business conduct. If you have questions or need
advice or assistance regarding the Interim Policy, please contact the MTS Legal
Department. MTS also maintains The Compliance Line, an independent and autonomous
service devoted to collecting and reporting complaints and concerns regarding practices or
behaviors that may be unethical or in violation of MTS’ policies. The Compliance Line is
available twenty-four (24) hours per day, seven (7) days per week at a toll free 888-321-
5562. Compliance Line details and instructions for employees outside of North America are
available on the MTS intranet.

III. ACCURATE STATEMENTS, SUBMISSIONS, CERTIFICATIONS AND
REPRESENTATIONS

In the ordinary course of its business, MTS makes numerous submissions, certifications,
and representations to public sector entities and to prime contractors retained by these
entities. Examples include proposal information, pricing data and estimates, invoices,
sourcing information and oral statements regarding MTS products and services.

While MTS always strives to ensure that the information we provide is truthful, current,
accurate and complete, we have special obligations in this regard whenever we submit
information, including invoices, certifications or reports to public sector entities or private
or commercial entities that receive public sector funds. There are severe criminal and civil
sanctions for submitting a false claim where public sector funds are used to pay or
reimburse a portion of the price. To avoid allegations of false statements or false claims,
always tell the truth in any communications or submissions that may relate to public sector
entities or programs. If there is any doubt about the accuracy of a statement, do not make
the statement or represent it to be accurate. If you are involved in negotiations requiring
the supply of “certified cost or pricing data”, all reports, certifications, and proposals must
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contain complete, accurate and up-to-date pricing information. Information should be
carefully checked to ensure its accuracy before submission.

IV.  GIFTS, GRATUITIES, KICKBACKS AND POLITICAL
CONTRIBUTIONS

A. Gifts to Government Employees

The statutes and regulations governing gifts to public sector employees vary extensively
within the United States Government and among various state and local governments. The
term “gift” includes any gratuity, favor, discount, entertainment, hospitality, loan,
forbearance, or other item having monetary value, including services, training,
transportation, lodging and meals, whether provided in kind, by purchase of a ticket,
payment in advance or reimbursement after the expense has been incurred. Gifts that
MTS employees may offer public sector employees are limited to:

* MTS-approved advertising item of nominal value (such as a pen, cap, or t-
shirt)
* Modest items of food and refreshment, such as soft drinks, coffee and donuts

offered other than part of a meal
8 Plaques and certificates of recognition

Except for these three limited exceptions, MTS employees must receive prior approval from
the MTS Legal Department to give or offer a gift to a public sector employee or an
immediate family member.

B. Anti-Kickback Act

MTS employees are strictly prohibited from providing or receiving anything of value for the
purpose of obtaining or rewarding favorable treatment in connection with a public sector
prime contract or subcontract. The Anti-Kickback Act makes giving, attempting to give,
accepting or attempting to accept a kickback illegal. A “kickback” is defined as 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.

“Favorable treatment” may include the following:

(a) Receiving confidential information on competitor bids, such as prices,
delivery schedules, or other non-public information;
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(b) Obtaining placement on a bidder’s list without meeting the requisite
qualifications;

(c) Obtaining the removal of a competitor who meets requisite qualifications
from a list of eligible bidders;

(d) Obtaining unwarranted waivers of delivery deadlines;
(e) Obtaining unwarranted price increases;
(f) Recovering improper expenses;

(g) Improperly obtaining the award of a subcontract or order under a
subcontract; or

(h) Obtaining acceptance of substandard goods and services.

Because the Anti-Kickback Act imposes obligations on MTS to report reasonable suspicions
of kickbacks and to implement internal procedures to detect kickbacks, MTS employees
who know of any violations of the Anti-Kickback Act or suspect that a violation has taken
place or could take place, must immediately advise the MTS Legal Department.

C. Business Gifts in the Private Sector

Certain business gift-giving to employees of private sector entities is permissible and will
not violate the Anti-Kickback Act. Still, however, MTS employees must be careful and
always use good judgment when providing business gifts to private sector customers
because the offering or accepting of such gifts can result in, or give the appearance of, an
improper relationship. MTS employees must also be cautious in offering or accepting any
business gift to or from a vendor or supplier.

MTS employees may provide business courtesies such as food and refreshments,
entertainment, and travel expense reimbursement to private sector customers, provided the
employees confirm the following:

» The expenditures are reasonable, business-related and approved by an appropriate
supervisor;

* The records of the expenditures accurately reflect the true nature of the transaction;

» Providing the business courtesy does not violate any rule or policy of the customer
company; and

* Providing the business courtesy does not violate any applicable law, such as the
Anti-Kickback Act.

MTS does not set a specific dollar limit on business courtesy expenditures to private sector
entities. You should, however, always exercise good judgment, be consistent with the
marketplace and MTS practice and, when in doubt, consult with your Manager prior to
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making such expenditures. If you have questions or concerns about the legality or
appropriateness of offering a business courtesy to any current or potential private sector
customer, you should contact the MTS Legal Department prior to making the offer.

D. Foreign Corrupt Practices Act

MTS is committed to the highest standards of business conduct in everything we do in our
business dealings throughout the world. It is the policy of the Company that neither the
Company nor any of its employees, consultants, or agents shall, or shall even attempt to,
obtain or retain business in any foreign country by offering improper gifts or payments to
foreign government officials, including employees of foreign government-owned enterprises.
All Company personnel are responsible for ensuring that this policy is understood and is
implemented consistently with these requirements.

The Foreign Corrupt Practices Act (“FCPA”) makes it illegal for any United States citizen,
United States company, or any officer, director, employee, agent or representative acting on
its behalf, (or, in some cases, for foreign nationals) to offer, pay, promise to pay, or
authorize the payment of any money, gift or anything of value to the following persons or
organizations:

* any foreign official,
» any foreign political party or party official,
* any candidate for foreign political office, or

e any person who knows that all, or a portion of, such payment or thing of
value will be offered, given or promised, directly or indirectly to any of the
persons or organizations identified above,

for the purpose of corruptly influencing or inducing any act or decision to obtain or retain
business for the Company.

The FCPA prohibits making payments, directly or indirectly, to foreign government officials
for the purpose of influencing official decisions, and prohibits payment to an intermediary
“knowing” that payment will be given, or offered, to a foreign official to obtain or retain
business.

* “Payment” means giving (or merely offering to give) anything that has value,
not just money.

*  “Directly or indirectly” means doing it yourself, inducing someone else to do
it, or even ignoring indications that someone may be doing it on your behalf.

*  “Knowing” includes actual knowledge, a firm belief that particular conduct or
result is substantially certain to occur, being aware of a high probability that
particular conduct or result will occur, and willful blindness or conscious
disregard. In other words, if you are aware of circumstances that would lead
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a prudent business person to inquire further to ensure that an improper
payment will not be offered or made, this standard requires that Company
make such inquiry.

*  “Foreign official” includes appointed or elected officials, officials of a political
party, or a candidate for government office in a country other than the United
States. It also includes officials of international organizations, such as the
United Nations or the World Bank. The term includes individuals who have
functional authority as an official, but are not actually in the employment of
the foreign government. For example, the term can include consultants and
special advisors to foreign governments or foreign government officials.
Finally, the term may include employees of state-owned enterprises, even
those operating in a commercial capacity.

e “Influencing decisions” means the payment is made or offered with the intent
to obtain business, retain business, influence an official act or decision, or
induce an official to do (or not do) an act in violation of the official’s duties.

The FCPA includes certain limited exceptions. For example, payments to facilitate routine
government actions that are ordinarily and commonly performed by a foreign official such
as obtaining permits, licenses or other official documents to qualify a person to do business
in a foreign country, and processing government papers such as visas and work orders.
“Routine governmental action” does not include any decisions by a foreign official to award
new business or to continue business with a particular party, and does not involve the
exercise of any official discretion. In other words, these payments are appropriate to ensure
the receipt of services or benefits that the company is unquestionably entitled to receive.

The FCPA also makes an exception for reasonable and bona fide expenditures, such as
travel and lodging incurred by or on behalf of a foreign official that are directly related to
the promotion, demonstration, or explanation of products or services, or that are related to
the execution or performance of a contract with a foreign government.

The penalties for violation of the FCPA are severe for both the Company and the employee,
representative or consultant involved.

E. Political Contributions

MTS as a company may not make any direct or indirect contributions to, or expenditures on
behalf of, any (1) candidate for elective office, (2) political party or (3) political committee for
any purpose. Further, Company personnel may not use Company property, facilities or
employee time to support a political cause or candidate. MTS encourages employees to vote
and be active in the political process, but employees must engage in such activities on their
own time, using personal, not Company, resources.

The Federal Election Campaign Act of 1971 ("FECA"), as amended, regulates contributions
to and expenditures on behalf of candidates for federal elective office. Corporations, such as
MT'S, are prohibited from making contributions to or expenditures on behalf of candidates
for Federal office, their campaign committees or other Federal political committees. See 2
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U.S.C. 441b, 441c. Further, Company employees are prohibited from volunteering their
services to a candidate or political committee during normal work hours, unless the
employee is on leave without pay, makes up the lost time or is on vacation. In addition,
Company employees may not use Company property or facilities, such as telephones or
copiers, to support a political cause or candidate.

State laws regulate contributions to or expenditures on behalf of candidates for state office.
Some states permit a corporation to make limited contributions to or expenditures on behalf
of candidates for state office. Other states follow the federal model and prohibit such
corporate contributions. To minimize confusion and ensure compliance, it is MTS policy to
follow the federal model and prohibit political contributions at the state level as well, unless
an exception is approved by the MTS Legal Department.

V. “OFF-LIMITS” INFORMATION

The Procurement Integrity Act (“PIA”) prohibits the unauthorized disclosure and receipt of
protected information, including contractor bid and proposal information and government
source selection information. To ensure that competitive procurements are free from
favoritism or unauthorized competitive advantages, during a competitive procurement
process, certain information may not be requested or obtained by MTS, unless the
information is released to all competitors. Therefore, it is important for MTS personnel to
be alert when offered information that is marked in any of the following ways:

» Source Selection or Procurement Integrity Sensitive
* Bid or Proposal Information
» Company Proprietary or Trade Secrets
»  For Official Use Only (FOUO)
* Not Releasable Under the Freedom of Information Act
* Draft — Not For Release Outside of the Government
A brief summary of some of the above types of information is discussed below.

*  “Source Selection Information” is information that is prepared by or for use by a
federal agency (and sometimes state or local agencies pursuant to statutes modeled
after the PIA) for the purpose of evaluating a bid or proposal to enter into a
government agency procurement contract, if that information has not been

previously made available to the public or disclosed publicly. This includes:

a) Bid prices submitted in response to a federal agency invitation for bids or lists
of those bid prices before bid opening;
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b) Proposed costs or prices submitted in response to a federal agency solicitation
or lists of those proposed costs or prices;

c) Source selection plans;

d) Technical evaluation plans;

e) Technical evaluations of proposals;

f) Cost or price evaluations of proposals;

g) Competitive range determinations that identify proposals that have a
reasonable chance of being selected for award of a contract;

h) Rankings of bids, proposals or competitors; and
i) Reports and evaluations of source selection panels, boards or advisory councils;

* “Bid or Proposal Information” refers to information submitted to a government
agency as part of or in connection with a bid or proposal to enter into a government
agency procurement contract, if that information previously has not been made
available to the public or disclosed publicly. This includes:

a) Cost or pricing data;
b) Indirect costs and direct labor rates;

¢) Proprietary information about manufacturing processes, operations or
techniques marked by the contractor in accordance with applicable law or
regulation;

d) Information marked by the contractor as “contractor bid or proposal
information” in accordance with applicable law or regulation; and

e) Information marked in accordance with FAR 52.215-12, “Restriction on
Disclosure and Use of Data”.

MTS employees should never knowingly solicit or obtain source selection or contractor bid
or proposal information. MTS personnel cannot assume that MTS is permitted to receive
all information it is offered and must always take steps to ensure that MTS is authorized to
receive information provided by government employees or third parties, including
consultants. If you receive any of the types of information discussed above in this Section
V, even if the information is not marked with a restrictive legend or if you receive other
information that you are not sure you or MTS should have, contact the MTS Legal
Department immediately before reviewing the information or sharing it with any other
employees or third parties. Please also be aware that information available publicly, such
as on a competitor’s website, does not fall into these protected categories.
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VI. INDEPENDENT PRICING

The pricing in proposals submitted to public sector entities must be arrived at
independently without consultation, communication, or agreement with any other offeror or
competitor.

A. Deals and Discussions with Competitors

» Itis never appropriate for MTS to enter into agreements with our competitors
setting prices; allocating customers, suppliers or territories; or in any other way
restricting competition in the market for our products and services. Such
agreements “in restraint of trade” are against the law and against MTS policy.

 MTS employees must avoid any behavior that could leave the company vulnerable to
allegations of conspiring with our competitors. While all communications with
competitors are not prohibited, exchanging certain types of business information can
create the appearance of illegal or unethical conduct. Moreover, MTS’prices; terms
and conditions of sale; customer and supplier lists; product lines; production
methods; costs, profits and profit margins; and distribution and sales methods are
confidential and proprietary information. Confidential and proprietary MTS
business information may only be shared with employees of MTS and business
partners with which MTS has entered into nondisclosure agreements.

B. Deals and Discussions with Contractors

 MTS must never intervene in the contractor selection process for a public contract
by manipulating the contents of the bids or controlling the outcome in any other
manner. For example, a MTS representative should never take part in a
“complimentary bidding” arrangement by which contractors bidding on a job agree
which of the companies will be the low bidder on a particular job. This is considered
“bid-rigging” and is illegal under Antitrust/Competition and public bidding laws. On
public sector projects, to avoid even an appearance of illegal or unethical conduct,
MTS’ role in contractor selection must be limited to identifying contractors that are
authorized to install our products and systems. The MTS representative should
never obtain the bids from a public sector entity; it is the public entities’
responsibility to solicit the bids directly from the contractors.

e« MTS also cannot intervene in the bidding process indirectly by favoring one
Approved/Certified/Elite or other authorized contractor over another in the pricing
for our products. Antitrust/Competition law forbids charging competing customers
different prices for the same product except when the discrepancy can be explained
by variations in the cost to the supplier or the need to match a competitor’s price cut.
Merely favoring one contractor over another is not a valid reason to vary prices for
the same product.

In order to ensure MTS complies with requirements governing independent pricing, prior to
the execution of a bid in response to a public sector solicitation, the MTS employee
responsible for the preparation of the bid must be able to certify the following requirements:
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(1) The prices in the offer or bid (hereafter “bid”) have been arrived at
independently, without, for the purpose of restricting competition, any
consultation, communication, or agreement with any other offeror or
competitor regarding (i) prices in a bid, (ii) the intention to submit a bid, or
(iii) the methods or factors used to calculate the prices in a bid;

(2) The prices in the bid have not been and will not be knowingly disclosed by the
bidder, directly or indirectly, to any other bidder or competitor before bid
opening (in the case of a sealed bid solicitation) or contract award (in the case
of a negotiated solicitation) unless otherwise required by law; and

3) No attempt has been made or will be made by the bidder to induce any other
person or entity to submit or not to submit a bid for the purpose of restricting
competition

The discussion above is intended to assist employees in identifying possible
Antitrust/Competition problems, but it cannot provide a comprehensive guide to the law in
this area or anticipate every specific situation an employee might encounter. If you have a
question regarding whether a particular discussion, deal, offer, or other action you are
contemplating might have Antitrust/Competition implications, please contact the MTS
Legal Department for further advice.

VII. EMPLOYMENT DISCUSSIONS WITH GOVERNMENT PERSONNEL

Numerous laws restrict the timing and nature of employment discussions between
government personnel and contractors. Government personnel cannot hold employment
discussions with a company over whom the government personnel have oversight or other
responsibility until they notify the government’s designated ethics official and obtain
permission from their supervisor to proceed with employment discussions. The government
broadly defines employment discussions to include activities as limited as exchanging a
resume. It is not necessary that salary or other employment terms be discussed to trigger
the onset of employment discussions. This prohibition on employment discussions cannot
be circumvented by the use of hints, subtlety or ambiguity, the use of hypotheticals, or by
communicating an offer “after hours”, or in a social setting.

A MTS employee must never under any circumstances discuss the possibility of
employment by MTS or any other business proposal unrelated to an existing or proposed
government contract with a government employee without first obtaining approval the
MTS Legal Department.

VIII. RESTRICTIONS ON FORMER GOVERNMENT PERSONNEL

There are numerous post-employment or “revolving door” restrictions on the types of
activities that former government personnel can perform in the private sector. The laws
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and regulations impose one-year, two-year, or life-long bans prohibiting current and former
government employees from performing certain activities on behalf of a contractor. The
restrictions may include, for example, barring the individual from working for some
companies for one year, from working on certain contracts and from representing certain
companies to the government with respect to particular matters. The restrictions are
imposed based upon the individual’s responsibilities and, in some cases, grade level, while
employed with the government. The determination of which restrictions apply to each
current and former government employee is complex and usually requires a legal analysis.

To ensure that a current or former government employee can be hired by MTS and will be
allowed to perform the tasks necessary to their position, approval for employment
discussions with current or former government employees must be obtained from the MTS
Legal Department.

IX. CONTRACT PERFORMANCE OBLIGATIONS

When MTS is doing business with public sector entities, every aspect of the business
transaction, from the initial customer contact and bidding through project completion and
beyond, is subject to detailed laws, rules and regulations. MTS has an obligation to comply
with the terms and conditions of the applicable prime contract or subcontract, including
delivering the exact scope of the contract, specifications, delivery dates, milestones,
warranties, insurance and other performance commitments.

Government and public sector contracting is not simply commercial contracting with a
public customer. There are contractual and reporting requirements that are unique to the
public sector. In addition, a contract on a government project may have special
performance obligations that apply based upon the contracting vehicles used, such as the
GSA Federal Supply Schedule. MTS employees must be careful to identify all MTS’
contractual obligations in a given situation or project and to make sure that those
obligations have been met before MTS requests payment from a government or public
sector customer.

The summary below is intended to familiarize you with some of the ways in which
government laws impact your day-to-day business practices; it is not intended to be
exhaustive. If you are unsure of the proper course of conduct when dealing with a
government customer, always seek guidance from the MTS Legal Department before
proceeding.

A. Substitutions

The government (including federal, and in some instances, state and local levels) is entitled
to strict compliance with the technical requirements of its contracts with private
companies. This means that, in contrast to traditional commercial situations, where
industry standards are sometimes an acceptable substitute for contractual requirements,
government contract requirements always supersede industry standards. Moreover, laws
such as the Buy American Act and the Trade Agreements Act place limits on permissible
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sources for materials and components used on federal contracts. Unauthorized material
substitution could inadvertently cause MTS to violate these federal statutes (and state and
local equivalents, where applicable). MTS is responsible to the government for ensuring
the integrity of the products and services we provide, as well as the integrity of the related
paperwork. The government also looks to the contractor to ensure vendor and supplier
quality. Failure to perform all tests and inspections specified in a government contract
could also subject MTS to possible criminal and/or civil liability under applicable laws.

When doing work on a government contract or project, do not make any unauthorized
substitutions for specified goods or services and do not deviate from contract requirements
without the prior written approval of the authorized government official (see subsection C
below) and prior written notice to your Vice President.

B. Change Orders

Obtain the contracting officer’s written direction before proceeding with work that deviates
from that prescribed by the contract. Even in the commercial sector, it is important to
consult the applicable contract to determine proper change-order procedures, as the
apparent authority of an engineer or on-site manager may not be enough to bind the owner
or general contractor to pay for additional work ordered by those employees. In the
government context, however, change order provisions are much more strictly enforced
than in the private sector: a contractor will only be compensated for changes approved by
the duly authorized contracting officer in strict accordance with the terms of the applicable
contract. Since contractual change order requirements differ from contract to contract, it is
important to determine the requirements under the applicable contract. Authorization for
any change should always be obtained in writing and, if a specific form is necessary, be sure
that you complete the paperwork fully and properly, obtain the necessary signature(s) and
submit it in a timely fashion.

C. Retaining Records

MTS’ books and records related to its government contracting work are subject to audit by
the government. Those involved in obtaining and performing government contracts must
therefore retain all records related to those contracts, such as meeting notes, purchase
orders, proposals, quotes and bid information. Do not discard such information without
prior approval from the MTS Legal Department.

D. Government Property

MTS Systems Corporation is required to have in place systems that control, protect,
preserve and maintain all government property. MTS employees trusted with the care of
government property should always be able to identify and track such materials.
Government property is only to be utilized for the performance of the contract for which it
was provided. Damage to, or misappropriation of, government property can result in
breach of contract charges, or civil and criminal penalties.
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X. GSA Federal Supply Schedule Contract Obligations

MTS does not currently hold contracts under the U.S. General Services Administration
(“GSA”) Federal Supply Schedule (the “GSA Schedule”). If MTS were to enter into GSA
contracts, it will modify this code accordingly.

XI. Organizational Conflicts of Interest

MTS’ general Conflict of Interest policy focuses on the rules for avoiding situations in which
an employee’s personal interests may actually or apparently conflict with the interests of
MTS.

Additional conflict of interest requirements apply when MTS does business with
government entities. In these instances, there are certain Organizational Conflicts of
Interest (“OCI”) rules that must be followed. These rules establish restrictions that can
prevent or limit a company from doing business with the government on particular projects
or contracts based upon the company’s existing contractual or other business relationships.
The purpose of these rules is to avoid situations in which a company providing products or
services might, due to existing relationships, either: (i) have an unfair advantage (actual or
apparent) in being awarded business opportunities with the government; or (ii) be unable
(either actually or apparently) to perform its role objectively or in a manner that serves the
best interest of the government. It is particularly important that employees be aware of
OCI situations, in part, because loss of a project or business opportunity can sometimes be
avoided or limited by full advanced disclosure of MTS’ relevant existing contractual or other
business relationship(s).

As with traditional conflicts of interests, it is difficult to define or provide examples of each
situation in which an OCI might arise. Employees should, however, be especially aware of
the potential for an OCI in situations in which MTS is retained by a government entity to
develop a scope of work for a particular project and then seeks (either itself or through an
affiliate ) to perform the work. Projects of this type could lead to a situation in which MTS
or its affiliates would be viewed as having unfair competitive advantage. If such a situation
occurs, MTS might need to demonstrate that its involvement in preparation of a scope of
work did not provide such an advantage in performing work on the project, perhaps because
the scope of work was non-proprietary and in no way favored MTS or its affiliates. If the
award of the work on such a project is completed through a public bid process, this might be
additional relevant information to help demonstrate that no unfair competitive advantage
exists and that there is no OCI problem.

In situations where a public sector customer, in advance of any procurement or RFP
issuance, asks for MTS’ assistance in drafting, reviewing, revising or commenting on
specifications, the Company’s response to the government Customer must be in writing and
include the following preface: MTS provides this information on the assumption that the
government is also requesting market survey [ research information or specifications from
others in the industry. Please modify the following specifications as you see fit in accordance
with your specific requirements. Please be advised that MTS intends to submit a proposal or
bid for performance of the work covered by the specifications in the event the government
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decides to issue procurement documents. In addition, contact the MTS Legal Department
to identify any other steps needed to ensure that MTS is not restricted from participating in
future procurements related to MTS’ procurement assistance. There may be situations
where MTS will have to decline a government request because of restrictions on the
Company’s future participation in related procurements.

Questions and Reporting Obligations

It is important to remember that actual or apparent conflicts of interest that are not
voluntarily disclosed by an employee are the most problematic and involve the most serious
potential consequences for the Company and involved employee(s), up to and including civil
and criminal fines and employment termination. In many instances, disclosure of an actual
or potential conflict of interest, whether traditional or an OCI, will enable steps to be taken
to deal with the situation in a way that is mutually satisfactory to both the Company and
the employee. Any employee who knows or suspects that a traditional conflict of interest or
an OCI exists has an affirmative obligation to report it to a manager or to the MTS Legal
Department.

XII. Penalties and Sanctions

Doing business with government entities requires diligence in understanding and
complying with the unique laws and rules that govern this sector of the marketplace.
Federal and state governments have a host of legal sanctions, penalties and remedies
available for violations of the requirements imposed by law, regulation, and contract. The
consequences of failing to comply with government contracting rules range from criminal
fines and imprisonment, to civil fines, exclusion from the procurement, contract
cancellation or termination, and debarment from receiving future contracting opportunities
at both the prime contractor and subcontractor levels. The penalties and sanctions for
improper activity can apply with equal force to MTS and to individuals acting on behalf of
MTS.

The laws and regulations governing business dealings with government entities are
complex, and the costs of a violation — or even the appearance of illegal or unethical
behavior — are extremely high. The cost involved in incurring a slight delay while obtaining
an answer to a compliance question is far outweighed by the risk, both to the Company and
to the individual employee, of becoming the subject of civil and/or criminal prosecution by
the government.

For MTS, such a prosecution could lead to substantial civil and/or criminal fines and
penalties, debarment from future government contracting opportunities, and damage to our
professional reputation. For the individual employee, it could mean not only termination of
employment by MTS but individual civil and/or criminal liability. With these risks in mind,
employees involved in government contract work should always err on the side of caution
and seek legal and compliance advice before taking any step about which they have
concerns.
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XIII. Reporting Obligations

Duty As a MTS Employee to Report Violations of Law and MTS Policy

Any employee who believes that he or she is aware of a violation of applicable law, or a
violation of MTS policies relating to public sector contracting work, must bring it to the
attention of his or her immediate supervisor, a MTS manager, or the MTS Legal
Department. Failure to report a violation of law or of Company policy is itself a violation of
MTS policy and could subject an employee to disciplinary action up to and including
termination.

MTS prohibits discrimination or retaliation of any kind against any employee who, in good
faith, brings a possible violation of law or policy to the attention of MTS management,
his/her supervisor, the MTS Legal Department or The Compliance Line.
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