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UNITED STATES DISTRICT COURT Dm‘)f NC

FOR THE EASTERN DISTRICT OF NORTH CAROLINA
NORTHERN DIVISION

NOo. 2.:12-CR-14--1

UNITED STATES OF AMERICA

V. DEFERRED PROSECUTION AGREEMENT

Mt Nl Nt N et

ACADEMI LLC!

1. ACADEMI LLC, a Delaware limited 1liability company
(along with its current wholly-owned subsidiaries, together with
ACADEMI LLC, collectively referred to as “ACADEMI LLC”), as well
as its former affiliates 1listed in footnote 1 below and in
Attachment c to this Agreement as  “Retained
Entities”) (collectively referred to as “ACADEMI LLC and its
former affiliates”), by its undersigned attorneys and Chief
Operating Officer pursuant to authority granted by its Board of
Directors, and the United States Attorney’s Office for the Eastern
District of North Carolina (“USAO EDNC”), have entered into
this Deferred Prosecution Agreement (the “Agreementi”) . Except
as specifically provided below, the Agreement shall be in effect
for a period of thirty-six (36) months from the date this Agreement
is accepted by the United States District Court for the Eastern
District of North Carolina (the “Court”).

. This Agreement includes, covers and binds the following

subsidiaries, divisions and affiliates through which ACADEMI LLC and its
predecessor-in-interest, EP Investments, L.L.C., has conducted business: EP
Investments, L.L.C. (formerly d/b/a Blackwater Worldwide), Blackwater Lodge
and Training Center, Inc., {(formerly d/b/a Blackwater USA and n/k/a ACADEMI
Training Center, Inc.), Blackwater Security Consulting LLC (formerly d/b/a
Blackwater Maritime Solutions andn/k/a USTC Security Coﬁsulting LLCY,
Blackwater West LLC (cancelled), GSD Manufacturing LLC (f/k/a Blackwater
Target Systems LLC and formerly d/b/a Blackwater Manufacturing) ACADEMI Pro
Shop (f/k/a Blackwater ProShop LLC), Blackwater Logistics LLC (cancelled on
May 1, 2008), Blackwater Armor & Targets LLC (cancelled on March 28, 2008),
Guardian Flight Systems LLC {(f/k/a Blackwater Airships LLC)}, Black Group, LLC
{owned by Prince Group LLC Apex Management Services LLC), Samarus CO LTD,
Salamis Aviation LLC, Al-Zulama Company, Pelagian Maritime, LLC, Raven
Development Group LLC {(cancelled), BWT Services LLC (cancelled), ACADEMI Real
Estate Holdings, LLC (f/k/a E&J Holdings), E&J Leasing LLC (cancelled), EP
Management Services, LLC {cancelled), Paravant LLC, Xe Aviation LLC, XPG LLC,
Prince Group LLC, Total Intelligence Solutions LLC, Technical Defense, Inc.,
and Terrorism Research Center, Inc.
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2. The USAQO EDNC has informed ACADEMI LLC and its
former affiliates that it will file a Criminal Information in
the United States District Court for the Eastern District of
North Carolina (the “Criminal Information”). The Criminal
Information will charge ACADEMI and its former affiliates with
violations of certain export control and firearms laws.

3. ACADEMI LLC and its former affiliates and the USAQO EDNC
agree that, wupon the filing, with a request for temporary
sealing, of the Criminal Information in accordance with the
preceding paragraph, this Agreement shall be publicly filed in
the United States District Court for the Eastern District of
North Carolina. ;

4. The USAO EDNC has entered into this Agreement in
significant part due to ACADEMI LLC's remedial efforts and
cooperation with the investigation which have led to this
Agreement, some of which are outlined below, as well as its
willingness to continue with such remediation and . cooperation
including the following:

a. Acknowledge responsibility for the conduct
contained in the accompanying Statement of Facts
(*Statement of Facts”) See Attachment A;

b. Continue to cooperate with the USAO EDNC and other
law enforcement agencies working at its direction
regarding the c¢riminal investigation underlying
the Criminal Information;

c¢. ACADEMI LLC’s agreement to employ an Export
Compliance Monitor (as detailed in Paragraph 8)
to monitor ACADEMI LLC's export compliance program;

d. ACADEMI LIC’s agreement to conduct annual audits to
monitor compliance with federal firearms laws and
regulations;

e. ACADEMI LLC’'s consent to the payment of a 7.5
million dollar ($7,500,000) fine subject to a
credit of up to 2.5 million dollars ($2,500,000)
for compliance-related costs as described in
Paragraph 6; and
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f. ACADEMI LLC having reached a $42 million civil
gsettlement with Department of State. (See Para.
6.a.) T

5. The United States agrees that it shall defer
prosecution of the Criminal Information and shall not
during the term of this Agreement, except as contemplated
by Paragraphs 17 and 18: (1) bring any c¢riminal or civil
case against ACADEMI LLC related in whole or in part to a
viclation of export laws (including those prohibitions or
obligations set forth in the Arms Export Control Act

(“AECA"), 22 U.s.cC. §§ 2271-2781, the International
Emergency Economic Powers Act (“IEEPA”), 50 U.S.C. §S§
1701-1706, and their corresponding controls authorized

thereunder) or for violations of the federal firearms laws
(including those prchibitions or obligations set forth in
the Gun Control Act, 18 U.S.C. § 922, et seg., and the
National Firearms Act, 26 U.S.C. §§ 5841, 5861, et. seq.,
or for false statements related to such laws, that
occurred before the date of this Agreement; or (ii) wuse
any information related to the conduct described in the
Criminal Information or the accompanying Statement of

Facts (“Statement of Facts”) against any of the Corporate
entities covered by this Agreement in any c¢riminal or
civil proceeding. If the Court does not accept this

Agreement, then (A) this Agreement shall be null and void,
and the parties will revert to their pre-Agreement
positions and may proceed as each deems appropriate, and
(B) nothing in this Agreement or the Statement of Facts
shall be wused directly against any party hereto or
otherwise be admissible in any <¢riminal or civil
proceeding based in whole or part on the conduct described
in the Criminal Information or the Statement of Facts.
This Agreement does not apply to the Foreign Corrupt
Practices Act investigation independently under
investigation by the United States Department of Justice.

6. ACADEMI LLC has made substantial efforts to ensure
its compliance with federal law and regulations related both
to export activity and the transfer, transport, storage and
other handling of firearms. Steps taken to date include the
following: ‘

a. Xe Services LLC (the predecessor entity of ACADEMI
LLC) on its own behalf and on behalf of its
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subsgidiaries, divisions and affiliates, on August
18, 2010, entered into a Consent Agreement with the
United States Department of  State (“Consent
Agreement”) to resolve the administrative
investigation of its historical noncompliance with
the AECA and its implementing regulations, the
International Traffic in Arms Regulations (“ITAR”).
The Consent Agreement provides for a monetary
penalty of forty-two million dollars ($42,000,000).
Xe timely has paid the first two installments of
six million dollars ($6,000,000) each. The Consent
Agreement also required the appointment of a
Special Compliance Officer (“SCO”) to, among other
things, oversee compliance with the terms of the
Consent Agreement. The United States Department of
State Directorate of Defense Trade Controls
approved the SCO on October 7, 2010, and the SCO
was appointed by Xe on October 19, 2010. The SCO
has provided oversight of Xe’s compliance program,
has supervised an independent third party audit of
the compliance program, and has filed reports with
the United States Department of State consistent
with requirements of the Consent Agreement;

ACADEMI LLC has implemented an extensive and
effective company-wide export compliance and

auditing program (the “export compliance
program”} within the Regulatory & Compliance
Office (“RCO”). Those efforts included in
October, 2008, the hiring of a full-time
Director, Export Compliance, and the
establishment of an independent Export Compliance
Committee (the “ECC”). The ECC, which was given

broad  powers to investigate all.  corporate
activities and to ban any activities they
believed posed compliance problems, oversaw and
monitored Xe Services LLC’'s export compliance
program until the execution of the Consent
Agreement in August, 2010. To measure the
effectiveness of the export compliance program at
completion of its initial twelve (12) month term,
the ECC directed an independent audit of Xe
Services LLC’'s export compliance program. In
October, 2009, the ECC presented to the U.S.
Department of State Directorate of Defense Trade
Controls (DDTC), the results of this audit, as
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well ag a comprehensive report of the ECC’s
oversight activities and remedial measures
implemented during the first twelve (12) months
of its mandate. The SCO possesses much of the
same monitoring authority that had been vested in
the ECC to ensure adherence to the export
compliance program;

ACADEMI LLC has created an Office of Firearms
Control (“OFC”), a firearms & explosives control
program within the RCO, hired a full-time
Director, Firearms & Explosives Control, and has
undertaken a number of firearms compliance
measures (collectively, the “firearms compliance
program”) . Specifically, Xe Services LLC has
done the following: (1) transitioned its firearms
Acquisition & Disposition log from hardcopy to
electronic format, allowing for more accurate,

reliable and extensive record-keeping;
(2) introduced robust searching capabilities of
the nearly mnine thousand (9,000) individual
acquisition and disposition records;

(3) implemented a procedure whereby the OFC is
notified of newly arrived firearms upon delivery.
This procedure verifies all shipping documents

against FFL records to ensure accurate
recordation and includes a verifiable firearm
sign-out procedure; (4) put security measures in

place that require all weapons to be stored only
in secure spaces, and has implemented monthly
audits of weapons maintained at all 1locations,
overseas and domestic, with written records
submitted to the OFC;

ACADEMI LLC replaced all of its executive
leadership, including its CEO, COO, and General
Counsel, as well as several of the Company’s Vice
Presidents; hired an executive-level Chief
Regulatory & Compliance Officer who has a direct
reporting line to the Board of Directors, and
formed a Board of Directors with several
independent members;

ACADEMI LI has hired a full-time Director,
Regulatory & Compliance, within the RCO,
responsible for the areas of governance, quality,
and security and instituted a c¢ompany-wide
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whistle-blower "hotline® for its officers,
agents, and employees, including personnel for
its subsidiaries and affiliates, to report any
perceived or suspected export . compliance
problems. Complaints and issues raised through
this process are quickly brought to the attention
of upper management as well as the Director,

Export Compliance. This "hotline" is accessible
by email as well as by telephone and written
communication. The establishment and importance

of thig hotline will be reinforced in all
relevant training efforts; and

f. ACADEMI LLC has completed a review of the
involvement, if any, of former officers of
ACADEMI LLC and its former affiliates and other
relevant current and former employees concerning
possible violations of the export éontrol and
firearms laws, and has reported its findings to
the USAQO EDNC.

7. ACADEMI LLC shall maintain and continue to implement
all aspects of its export compliance and firearms compliance
programs under the RCO throughout the term of this Agreement
subject to ACADEMI LLC’'s ability, with notice to the USAO
EDNC or Monitor (see paragraph 8 below), to modify or
supplement such program to improve its effectiveness.

8. ACADEMI LLC agrees that for the duration of this
Agreement it will retain and pay an Export Compliance Monitor
(“Monitor”) for the purpose of monitoring ACADEMI LIC’'s compliance
with the export control laws. Such Monitor shall be an individual
experienced in foreign trade regulation and, with regard to the
external monitor, independent of ACADEMI LLC’s corporate
structure or ownership. ACADEMI LLC will nominate a proposed
Monitor and the USAO EDNC will retain the authority to approve
or disapprove of the candidate in its reasonable discretion.
The person fulfilling the role of Monitor for purposes of
this Agreement may, if the USAO EDNC agrees, be the same
person serving as Special Compliance Officer pursuant to the
Consent Agreement. Notwithstanding the above, with the
approval of USAO EDNC, the position of Monitor  under this
Agreement may be assumed by the same employee approved to
serve as the Internal Special Compliance Officer pursuant to
paragraphs 10 and 11 of the Consent Decree.
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9. The parties will proceed promptly and in good faith
with the process of appointing the Monitor. The Monitor shall:

a. Have access to all aspects of ACADEMI LLC’s
exporting operations, both foreign and domestic.
Such access shall include the ability to interview
any and all officers, directors, and employees, and
to review any and all documentation or data, in
whatever form;

b. Be required to judge the effectiveness of ACADEMI
LLC’'s export compliance program and record in
writing and address all failures and deficiencies
and make recommendations for improvement; and

¢. Be required on a twice-yearly basis, and at least 45
calendar days prior to the scheduled expiration
of this Agreement, to submit a comprehensive
written report as to all observaticns, findings,
and recommendations related to ACADEMI LLC’'s
export compliance efforts. ACADEMI LLC and the
USAO EDNC shall make their best efforts to align
the schedules for the submission of <reports
required under this paragraph of the Agreement and
for the reports required under the Consent
Agreement so that the same reports may be submitted
to the respective government agencies on a twice-
vearly basis. ‘

10. The Monitor need not be given access to such portions
of ACADEMI LILC’'s internal documentation, data, and
communications that are protected by the attorney-client or work-
product privileges. However, the assertion of any such privilege
shall be noted in the Monitor’s twice-yearly written reports and
the Monitor’s own communications and recommendations shall not be
deemed subject to such privileges.

11. The Monitor’s twice-yearly report may be distributed
to any governmental law enforcement agency deemed appropriate
by the USAO EDNC. Absent the necessity of litigation concerning
an alleged breach of this Agreement or a Court Order, the United
States will treat the Monitor’s reports as “confidential
commercial information” as that term is used in the Freedom of
Information Act, as amended, Title 5, United States Code, § 552, 22
C.F.R. Part 171 (“FOIA”), and accordingly exempt from FOIA
disclosure. A
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12. ACADEMI LLC agrees to engage one or more outside
consultants with expertise in federal firearms matters,
approved by the USAO EDNC, to perform annual audits during the
term of this Agreement. Within six (6) months from the date of
this Agreement, a draft audit plan for the initial audit of
federal firearms compliance shall be submitted to the USAO EDNC
for approval. Within eleven (11) months from the date of this
Agreement, the first audit shall be completed along with a
written report containing recommendations for improvements, if
any, with respect to federal firearms compliance. A Such audit
report and subsequent audit reports, to be completed on an
annual basis, shall be submitted to the USAO EDNC during the
term of this Agreement.

13. ACADEMI LLC shall be responsive to any and all
reasonable requests for information from the USAO EDNC in
the interim between the issuance of written reports by the
Monitor or by the firearms consultant (s), including a request for
a supplemental report. ACADEMI LLC agrees to provide any such
supplemental reports in a timely fashion.

14. ACADEMI LLC shall receive a credit against the 7.5
million dollars ($7,500,000) in payments described in
Attachment B for any and all of the costs and expenses
incurred by it with respect to export control and international
trade compliance, as well as the acqguisition, transfer,
transport, storage and other handling of firearms, including
costs and expenses incurred implementing the items described in
Paragraphs 6, 7, 8, 9 and 12 up to a maximum améunt of 2.5
million dollars ($2,500,000). The fact that: costs and
expenses related to ACADEMI LLC’s export compliance program
are allocated as remedial compliance expenditures pursuant to
paragraph 38 of the Consent Agreement shall not preclude the
Company from receiving credit for those expenses ‘against the
7.5 million dollar ($7,500,000) fine provided for in this
Agreement. ACADEMI LIC is precluded from applying any portion
of the 7.5 million dollar ($7,500,000) fine penalty, except
for credited amounts pursuant to this paragraph, as costs in
any contract with any agency of the U.S. Government or in any
other contract where the result would be the application of
any portion of the 7.5 million dollars ($7,500,000) penalty,
except for credited amounts under this paragraph.

15. By entering into this Agreement, ACADEMI LIC and its
former affiliates accept responsibility for the facts set
forth in the Statement of Facts attached hereto as Attachment
A and incorporated by reference herein.
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16. Furthermore, ACADEMI LLC and its former affiliates agree
that in the event that future criminal proceedings are brought by
the United States through the USAO EDNC, they will not contest the
admissibility of the Statement of Facts in any such proceedings.
Nothing in this Agreement shall be construed as an acknowledgment
by ACADEMI LLC and its former affiliates that this Agreement,
including the Statement of Facts, 1is admissible or may be
used in any proceeding other than a proceeding brought by the
United States in accordance with the terms of this Agreement.
ACADEMI LLC and its former affiliates and the USAC EDNC further
agree that this Agreement, including the Statement of Facts, is not
admissible and may not be used in any proceeding that has been
brought or may be brought by the United States against any prior or
current individual shareholder.

17. ACADEMI LLC agrees that it will not make, and will
direct any parent company and its and their respective present
and future attorneys, directors, managers and officers not to

make, any public statement (i.e., press release, press
conference, response to analysts, press reports, press
inquiries, or other similar statements) contradicting any aspect
of the Statement of Facts. Any such contradictory public

statement may, in the sole discretion of the United States, be
deemed a breach of this Agreement. The USAO EDNC will in good
faith consider whether to permit a retraction or correction by
ACADEMI LLC of such an offending statement or other remedial
action to cure such a breach. The USAO EDNC will notify ACADEMI
LIC of its decision as to whether it will permit such a cure within
thirty (30) days of learning of the breach. For the avoidance
of doubt, this paragraph is not intended to apply to any
statement made in connection with any subpoena, discovery request,
testimony, interview, or other formal questioning in connection
with any criminal or civil proceeding.

18. ACADEMI LILC agrees that its continuing. cooperation
during the term of this Agreement shall include, but shall
not be limited to, the following:

a. Not engaging in or attempting to engage in any
felonious criminal conduct;

b. Providing information to the USAO EDNC relating
to relevant compliance matters subsequent to the
effective date of this Agreement;

c. Making available directors, officers, employees, and
agents of BCADEMI LLC and imposing no
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impediment to the availability of former
officers, employees, and agents, to provide
information and/or testimony at all reasonable
times as requested by the United States, including
sworn testimony before a federal grand jury or in
federal trials, as well as interviews with federal
law enforcement authorities. However, it 1is
understood that the United States will not enforce
this clause in such a manner as to interfere with
any such individual’s right to be represented by
counsel; :

d. Providing  testimony, certifications, and  other
information deemed necessary by the United States or a
court and, consistent with the knowledge of the
Company, to identify or establish the original
location, authenticity, or other = evidentiary
foundation necessary to admit into evidence documents
in any criminal proceeding, as requested. by the USAO
EDNC; and :

e. If requested by the United States during the term
of this Agreement, calling a meeting, on a date
and place mutually agreed upon by ACADEMI LLC and
the United States, of directors, officers,
employees, and agents of ACADEMI LIC identified by
the USAC EDNC for the purpose of communicating
the goals and expected effect of this Agreement.

19. ACADEMI LLC and its former affiliates 'acknowledges
and understands that its prior, ongoing, and future cooperation
are important factors in the decision of the USAO EDNC to enter
into this Agreement, and ACADEMI LLC agrees to continue to
cooperate fully with any request from the USAO EDNC regarding
any issue about which ACADEMI LLC has knowledge or
information.

20. The United States may continue to investigate and at its
discretion prosecute former and current equity holders,
employees, officers, consultants, and directors of ACADEMI LLC
and its former affiliates.

21. Should the United States determine that, during the term
of this Agreement, ACADEMI LLC or its former affiliates
knowingly and materially breached this Agreement, including
committing any felonious c¢riminal conduct as referenced in
Paragraph 18(a), ACADEMI LLC or its former affiliates, in the
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discretion of the United States, thereafter may be subject to
prosecution for any federal crimes of which the United States has
knowledge, including crimes relating to the matters set forth in
the Statement of Facts and which are set forth in the Criminal
Information filed in conjunction with this Agreement. If such
prosecution results in an obligation by ACADEMI LLC to pay any
fines, penalties, or other similar payments for conduct taking
place prior to the date of this Agreement, then ACADEMI LLC
shall receive a credit against such fines, penalties or other
similar payments in an amount equal to the aggregate payments made
pursuant to this Agreement.

22. Should the United States determine that, during the term
of this Agreement, ACADEMI LLC or its former affiliates
knowingly and materially breached this Agreement, including
committing any felonious criminal conduct as referenced in
Paragraph 18(a), the USAO EDNC shall provide written notice to the
respective entity of the alleged breach and extend to it a thirty-
day window of opportunity within which to make any late payment
due hereunder, or, if the breach is not related to the payment of
monies, to make a presentation to the United States to
demonstrate that no breach occurred, or, te the - extent
applicable, that the breach was not material or knowingly
committed or that the respective entity should for other reasons be
permitted to cure such breach with specified remedial action.
The parties further understand and agree that the determination
whether ACADEMI LLC or its former affiliates has breached this
Agreement rests solely in the discretion of the United States,
and the exercise of such discretion by the United States under
this paragraph is not subject to review in any court or tribunal
outside the Department of Justice. In the event of a breach of
this Agreement that results in the prosecution of ACADEMI LILC or
its former affiliates, such prosecution may be premised upon any
information provided by or on behalf of ACADEMI LLC or its
former affiliates to the USAO EDNC at any time, unless otherwise
agreed when the information was provided. '

23. By entry into this Agreement, ACADEMI LLC and its
former affiliates expressly waive all rights to a speedy trial
pursuant to the Sixth Amendment of the United States Constitution,
Title 18, United States Code, 8Section 3161, Federal Rule of
Criminal Procedure 48(b), and any applicable Local Rules of the
United States District Court for the Eastern District of North
Carolina, for the period that this Agreement is in effect.
Such waiver of speedy trial shall extend to all criminal charges
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potentially chargeable as of the acceptance of this Agreement by
the Court.

24. By entry into this Agreement, ACADEMI LLC and its
former affiliates also expressly waive the statute of limitations
with respect to any criminal viclation of the export control or
firearms laws that would otherwise expire during the term of this
Agreement. This waiver is knowing and voluntary and in express
reliance on the advice of counsel.

25. BAbsent an early termination as referenced below,
this Agreement shall expire thirty-six (36) months after the
date of its acceptance by the Court, except that, in the event
that the USAO EDNC is conducting an ongoing investigation,
prosecution, or proceeding related to the facts set forth in
the Statement of Facts, the provisions of Paragraphs 18(b),
18(d) and 18(e) regarding ACADEMI LLC and 'its former
affiliates’ cooperation shall remain in effect until such
investigation, prosecution or proceeding is concluded.

26. The USAO EDNC agrees that if ACADEMI LLC and its
affiliates have complied in all material respects with this
Agreement, the United States, within thirty (30) days of the
expiration or early termination of this Agreement, will move to
dismiss with prejudice the Criminal Information filed pursuant to
Paragraph 2. Consistent with paragraph 30 of this Agreement, for
purposes of this paragraph, ACADEMI LLC’s material compliance
with this agreement shall be considered separately from the
material compliance of any former affiliate. Except to the extent
Paragraph 19 is implicated, upon the conclusion of the term of
this Agreement, the United States agrees that it will not
prosecute ACADEMI LIC or its former affiliates, criminally or
civilly, for any violation of export control laws (including
those prohibitions or obligations set forth in the AECA, 22
Uu.s.c. 2271-2781, IEEPA, 650 U.S.C. 1701-1706, and their
corresponding controls authorized  thereunder), or for
violations of the firearms laws (including those prohibitions
or obligations set forth in the Gun Control Act, 18 U.S.C.
922, et seqg., and the National Firearms Act, 26 U.S.C. 5841,
5861, et. seq.) or for false statements related to such laws
that occurred before the date of this Agreement.

27. The terms of the non-prosecution agreement contained
in Paragraphs 5 and 26 above shall apply to the following
former affiliates of Xe: EP Aviation LLC; Aviation Worldwide
Services LLC; Air Quest, Inc., Presidential Airways, Inc.;
and STI Aviation, Inc. |
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28. ACADEMI LLC agrees that, if all or substantially all
of ACADEMI LLC’'s business operations are sold as they exist
as of the date of this Agreement to or into a single
purchaser or group of affiliated purchasers during the term
of this Agreement, ACADEMI LLC shall include in any contract

for sale or merger a provision binding the
purchaser/successor to the obligations described in this
Agreement. This provision shall not be construed to impose

the obligations described in this Agreement on business
entities or operations of a purchaser/successor that existed
prior to the date of purchase of ACADEMI LLC’'’s business
operations to the extent those pre-existing operations or
entities remain legally distinct from ACADEMI LLC’s business

operations. Furthermore, in the event of a sale of all or
substantially all of ACADEMI LLC’s business operations, the
obligations imposed by this Agreement, including the

requirements related to the appointment of an Export Control
Monitor, shall apply only to the business operations or
entities which were acquired from ACADEMI LLC.

29. With respect to those entities included in the list
of Retained Entities in the Declaration of Erik D. Prince

(*Prince Declaration”}, attached asg Attachment C(C, the
obligations set forth in paragraphs 4 and 18 shall not apply
to such Retained Entities. The Retained Entities agree that

they shall provide the USAO EDNC with 90 days notice in
advance of resuming any Dbusiness operations that are
regulated or implicated by the export control laws or federal
firearms laws. During that time, the representatives of any
such Retained Entities and the USAO EDNC shall meet and
confer in good faith to determine whether, and to what
extent, the obligations set forth in this Agreement should be
modified to address the particular operations and/or other
attendant circumstances of any Retained Entity.

30. ACADEMI LLC shall only be responsible for a breach
of this Agreement committed by employees or agents of ACADEMI
LLC and a Retained Entity shall only be responsible for any
breach of this Agreement committed by employees or agents of
that Retained Entity. '

31. It is understood that this Agreement ig limited to
ACADEMI LIC, its successors in interest, and its former affiliates,
and the USAO EDNC on behalf of the United States Department of
Justice, and does not bind other federal, state or local

authorities. However, the USAO EDNC will bring this
Agreement, the cooperation of ACADEMI LILC, and its compliance with
13
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its other obligations under this Agreement to the attention
of other prosecuting offices and/or regulatory authorities, if
requested to do so. ’

32. This Agreement constitutes the full and complete
agreement between ACADEMI LLC and its former affiliates and
the USAO EDNC with respect to the resolution of the criminal
investigation of this matter. No additional promises,
agreements, or conditions have been entered into with respect to
the resolution of the criminal investigation other than those set
forth in this Agreement, and none will be entered into unless in
writing and signed by the USAO EDNC, ACADEMI LLC’s and its
former affiliates’ counsel, and a duly - authorized
representative of those entities. It is understood that the
USAO EDNC may, in its sole discretion, permit exceptions to or
excuse particular requirements set forth in this Agreement at the
written request of ACADEMI LILC and/or its former affiliates, but
any such permission shall be in writing and will not otherwise
impact the validity of the Agreement. Nothing in this agreement
will supersede or control the provisions of the Consent
Agreement entered into between ACADEMI LLC and the United States
Department of State, and nothing in the Consent Agreement will
supersede or control the provisions of this Agreement.

Notwithstanding anything to the contrary in this
Agreement, ACADEMI LLC and/or its former affiliates may from
time to time petition the USAO EDNC for an early termination
of this Agreement, and/or for a suspension of any remaining
fine payments or the application against any remaining fine
payments of additional credit compliance-related costs and
‘expenses, in which case, the USAO EDNC will evaluate such
request in good faith, taking into consideration compliance as
well as any other factors it deems relevant, including the
timing of the entry of this Agreement in relation to the
Consent Decree, as well as changes 1in ownership, senior
management personnel, and the corporate governance structure
that have occurred over the past three years.  Upon the
request of ACADEMI LLC, the USAO agrees to meet in person with
representatives of ACADEMI LLC in connection with any petition
for early termination or other relief described in this
paragraph. ACADEMI LLC and its former affiliates acknowledge
that the USAO EDNC is under no obligation to grant an early
termination, suspend any fine payments, or agree to any
additional set off for compliance-related costs and expenses,
or explain its reasoning thereto. '
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AGREED TO:

REPRESENTATIVES OF ACADEMI LLC AS WELL AS ITS
PREDECESSOR~IN-INTEREST, SUBSIDIARIES, DIVISIONS, AND AFFILIATES

—JZ>,_

ACADEM¥~LLE”on it own behalf and on behalf of its predecessors-
in-interest, subsidiaries, divisions and affiliates identified
as ACADEMI. :

/
Réﬁieségpé%;ybcdf the Retained Entities identified in
Attachment

Lt

LEE H. RUBIN
Counsel for ACADEMI LLC and former affiliates
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Attachment A - Statement of Facts

Facts Relating to Counts One through Three

1. In the summer of 2005, Blackwater was contacted by the U.S. government about the
possibility of providing support to U.S. government efforts to assist the government of
Southern Sudan (GoSS). The government decided not to seek Blackwater’s assistance.
Subsequently, on or about October 5, 2005, on its own initiative, Blackwater Security
Consulting, one of the corporate entities affiliated with the trade name Blackwater
Worldwide and its successor-in-interest, Xe Services, LLC (collectively,
“Blackwater/Xe”), entered into a consulting agreement with an outside consulting group
to facilitate the development of business relationships with the GoSS on behalf of
Blackwater/Xe. Between 2005 and 2007, Blackwater/Xe made payments of
approximately $400,000 or more to this consulting group for its Sudan-related services.

2. In early October 2005, representatives from this consulting group traxileled to Sudan for
the purpose of securing an audience with officials from the GoSS and to assist
Blackwater/Xe’s efforts in obtaining a business relationship w1th the GoSS

3. On or about October 31, 2005, the president of this consulting group, Consultant 1, wrote
a letter to a senior Blackwater/Xe official advising him of the specific business
opportunities in Sudan that Consultant 1 was attempting to develop for Blackwater/Xe,
including building barracks, roads, bridges, de-mining roads, security and training for
GoSS security and armed forces.

4, In November 20035, another individual (Blackwater/Xe Employee 1) acting on behalf of
Blackwater/Xe entered into discussions with the GoSS concemmg Blackwater/Xe
providing the following services: v

a. A 30-person PSD (Protective Security Detail) for Premdent Salva Kur to be
trained at Blackwater/Xe facilities; ,

b. Secure communications to include Global System for Mobilé Communications
(GSM) phones for the President and Cabinet; secure email accounts; and Iridium
satellite phones for the areas where GSM phones could not function;

c. A full range of data collection and monitoring technology;
d. A HUMINT (human intelligence) collection team; and
e. Further training for the Sudanese People’s Liberation Army (SPLA)

5. In November, 2005, Blackwater/Xe Employee 1 placed an order with CryptoPhone in
Berlin, Germany, for the purchase of ten GSMK CryptoPhone G10s. The cost of these
phones was approximately $18,000 and was charged to Blackwater/Xe s Sudan Initiative
cost code. ‘

402347722
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In November 2005, Blackwater/Xe received an invoice from GMPCS Personal
Communications to Blackwater/Xe USA for approximately $12,000 for six Iridium
9505A Satellite Phones with 500 prepaid minutes for each.

In late November 2005, some of these Iridium phones were dehvered to GoSS officials
by Blackwater/Xe employees or agents.

On November 24, 2005, Blackwater/Xe Employee 1 sent an email to senior
Blackwater/Xe executives, and advised that “the comm gear is being d¢livered in Nairobi
S0 ‘as not to violate any sanction/import laws.”

On or about November 28, 2005, Blackwater/Xe Employee 1 sent an email from Africa
to Blackwater/Xe officials. Blackwater/Xe Employee 1 wrote: “Toys were delivered and
they are now functioning. There are some special things we need to know about setting
up the CryptoPhones. I will explain upon return .. . .”

A State Department official has reported that on or about December 22, 2005,
representatives from Blackwater/Xe met with State Department officials from the Sudan
Program Group and the Office of the Directorate of Defense Trade Controls (DDTC).
The State Department official has further reported that during the meeting,
Blackwater/Xe presented their planned activities regarding Sudan and Blackwater/Xe
was advised of the various licenses that would be required before attempting to conduct
business in Sudan. In January of 2006, Blackwater/Xe Employee 1 ordered six additional
CryptoPhones and directed others to bill the phones to the Sudan billing code.

On or about January 30, 2006, Consultant 1 sent an email to Blackwater/Xe Employee 1
entitled “DHL instructions.” Consultant 1 provided an address in Nairobi, Kenya, and
shipping instructions for sending the phones. Consultant 1 wrote, “Please DHL the
phones . . . per the above instructions. . . . the phones should be taken out of their boxes
and sent Wlth a PROFORMA invoice addressed to [another 1nd1v1dual] and his company
which states that these phones are SAMPLE PHONES NOT FOR SALE with a value of
$20 USD per phone. This is 1mportant to do and is SOP for sending phones Otherwise
there may be exorbitant customs fees.”

On or about February 1, 2006, Blackwater/Xe Employee 1 caused a shipment to be sent
through FedEx according to the instructions he received from Consultant 1.

On or about February 12, 2006, an associate of Consultant 1 gave Blackwater/Xe
Employee 1 approximately $37,000 in U.S. currency, which was represented to be
payment for the Iridium Phones (and phone cards). Blackwater/Xe Employee 1 then
traveled by plane with the money to Kenya.

On or about May 1, 2006, a senior GoSS official signed a letter addressed to
Blackwater/Xe Employee 1. This official expressed his interest in training GoSS security
details at Blackwater/Xe’s facility as soon as possible, and for Blackwater/Xe to help
create and implement security sector reform programs. This official stated, “Your recent
visit to Juba and Rumbek have proven to me that you are committed to our needs and
[another official’s] visit to your training facility last month further reinforced to me your
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ability to help us and have an immediate impact on the security of the people of Southern
Sudan.” This official further stated, “I realize we face the issue of sanctions against the
Government of Sudan by the United States Government. [P]lease let us know if we can
help in speaking to the United States Government.”

On or about July 14, 2006, senior Blackwater/Xe executives met with the Assistant
Secretary of State, Bureau of African Affairs. The Assistant Secretary has reported that
during the meeting, she indicated that the only two avenues to pursue providing
assistance to the GoSS would be a geographical “carve out” of the Sudan sanctions or an
OFAC waiver made by the President. Blackwater/Xe eventually submitted a request for
such a waiver, but it was never approved. ~

On or about October 6, 2006, Blackwater/Xe Employee 1 sent an email to senior
Blackwater/Xe executives entitled “Sudan.” Consultant 1 stated: “My intent is to re-
deliver this paper [“Executive Summary on Sudan”] to [a senior GoSS official].” The
Executive Summary outlined Blackwater/Xe’s capabilities for Southern Sudan. It
highlighted Blackwater/Xe’s concept of operations, and described Blackwater/Xe’s
ability to assist in jointly training all SPLA, military, law enforcement and border
security units. It also included a description of capabilities to assist with national security
strategy and technology for security, intelligence initiatives, and defense and
procurement.

On or about October 9, 2006, Blackwater/Xe Employee 1 sent an email to Consultant 1
and a GoSS representative titled “PSD Proposal.” The email stated: “Here are the requested
documents. Please review, sign, and return as appropriate. Additionally, please see that the
appropriate people ([GoSS officials]) get a copy of the attached paper.” Attached to the
email was a document titled, “Basic and Advanced Protective Security Detail
Training Proposal for the Government of Uganda.” This Proposal outlined the training
to be performed, the payment terms, and a contract acceptance section.

On October 13, 2006, an Executive Order was signed (E.O. 13412) which continued the
sanctions against Sudan but excluded specified areas of Southern Sudan from the full
extent of the previous sanction-imposing executive order. Notwithstanding E.O. 13412,
the restrictions set forth under the International Traffic in Arms Regulations, 22 C.F.R.
126.1, remained in place against all parts of Sudan, including Southern Sudan.

On or about October 16, 2006, Blackwater/Xe Employee 1 sent an email with the
name of a senior GoSS representative in the subject line. Blackwater/Xe Employee 1
instructed: “Please explain to him (Jthe senior official]) that the paperwork is moving. We
need a signature on the proposal and the 50% deposit. Remember, the money has to
come from a Ugandan government account, and we have to have a Ugandan security forces
contact info to get this finished.”

On or about October 24, 2006, Blackwater/Xe submitted the official Technical
Assistance Agreement (TAA) to the DDTC for the PSD between Blackwater/Xe and the
GoSS.
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Around October 30, 2006, senior Blackwater/Xe officials began to circulate among
themselves a draft agreement with the GoSS that contemplated Blackwater/Xe providing
“[i]mprovement, design, construction, lending and consulting in connection with business
development and commercial enterprise, including manufacturing, services, and natural
resources, potentially to include construction of an oil pipeline from the Jonglei Basin to
Lamu Port in Kenya.” The draft agreement also contemplated that upon execution of the
agreement, GoSS would make a $100 million escrow deposit. ~

On or about October 31, 2006, Blackwater/Xe submitted a request létter to the DDTC
seeking authorization for a subsidiary to make a proposal to the GoSS for the provision of
a “threat assessment and security study of Southern Sudan,” portions of which may
constitute a “defense service” under the ITAR. That authorization was never granted.

On or about November 3, 2006, Consultant 1 stated he understood the GoSS was
prepared to spend a minimum of $300 million in the first year of the contract; that the
GoSS wanted Blackwater/Xe to assist in the construction and security of an oil pipeline
to Lamu; and that upper-echelon GoSS officials envisioned a project scope of $15 billion
over 5-6 years. :

On or about November 6, 2006, Blackwater/Xe officials were advised that the DDTC had
determined that the arms embargo remained in place despite E.O. 13412 and Sudan
would remain listed in Section 126.1. It was relayed that only “U.S. Government
provided assistance” programs involving ITAR-controlled articles or services would be
permitted. ‘

On November 10, 2006, Blackwater/Xe officials were advised regarding what activities
they were allowed to perform, and what activities they were prohibited from performing
in Sudan after the issuance of E.O. 13412, Blackwater/Xe was advised that:
“Blackwater/Xe would be able to travel to Southern Sudan and pay for food and lodging.
They would also be able to engage in commercial arrangements (i.e., not implicating the
transfer of defense articles or services) with the GoSS and/or the SPLM/A outside of the
petroleum industry.” Regarding the Arms Embargo, the company was advised that it
remained in effect and that “Sudan was subsequently added to the list in ITAR 126.1
which prohibits even making a proposal to export or sell defense articles or services to
Sudan without written approval from DDTC.” The company was further advised,
“Nonetheless and in any event, Blackwater/Xe may not, under ITAR 126.1(¢e), make a
‘proposal to sell or transfer any defense articles, defense services or. technical data...to
any country referred to in this section...or to any person acting on its behalf, whether in
the United States or abroad, without first obtaining a license or written approval of
[DDTC].”” Blackwater /Xe was told that “[t]he term ‘proposal’ is not defined in the
ITAR, but has been generally understood to mean sufficient terms on which the recipient
could make the decision to buy.”” ‘

On or about November 15, 2006, Blackwater/Xe Employee 1 sent an email to senior
Blackwater/Xe executives providing an update on the meeting which was held the night
before with senior GoSS/SPLA military officials. Employee 1 stated: “Verbally, they
agreed to the contract...they set next Tuesday for the signing..TOs will include
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assessment, AN-26s, training, and logistics hub.” Consultant 1 further noted that “we
should expedite the costing process for the assessments and the ANs, and an initial
logistics site to be in Juba. Consultant 1 stated that he and another Blackwater/Xe
representative met with the SPLA’s banker and that “GoSS/SPLA do have the ability to
pay $300 mm/yr for defense.” Around mid-November 2006, Blackwater/Xe officials
decided that a wholly-owned subsidiary of Blackwater/Xe named Samarus Company Ltd.
would serve as the contracting party with the GoSS. Samarus was incorporated in
Cyprus.

On or about November 20, 2006, a senior GoSS official sent a letter to Blackwater/Xe
which stated, “We are gomg to pay 50% of your money and sign ccntract as directed by
the President yesterday.” Blackwater/Xe officials explored estabhshmg an escrow
account at various foreign banks in which to place GoSS funds. No bank would agree to
establish the account, however.

Ultimately, however, officials from GoSS decided not to execm:ie the agreement.
Blackwater/Xe never provided any of the services contemplated under any of the draft
agreements, nor received any funds from the GoSS for any of those potf:ntial services.

Facts Relating to Counts Four through Six

Total Intelligence Solutions (TIS) is a subsidiary of Blackwater/Xe. In 2008, TIS
provided training to Canadian foreign military personnel. This training included “mirror
image training.” The mirror image course exposes students to various social, moral and
religious norms within the broader cultural context. For this specific training, the
emphasis was on terrorist cells, their belief systems and techniques. The purpose of the
training is to provide students with a greater understanding of how a terrorist cell works,
thereby enhancing their ability to undermine and break-up such cells.

Certain aspects of the TIS mirror image training programs involve ITAR-controlled
material. In order to provide foreign military officials with such training, a Technical
Assistance Agreement (TAA) or other authorization from the DDTC is required.

Beginning on June 8, 2008, TIS provided mirror image training toé certain Canadian
troops. While TIS had sought approval of the TAA by the DDTC to perform such
training, no such approval was given before the training took place and was completed.

Before TIS commenced mirror image training on June 8, 2008, Blackwater/Xe
compliance personnel informed TIS personnel that that DDTC approval of the TAA was
required before such training could take place. A TIS official responsible for the training
indicated that in late May 2008, he was informed by a TIS employee that the Department
of Defense had indicated that it anticipated the training being approved by the DDTC.
On that basis, and despite being advised by Blackwater/Xe compliance personnel that
training may not proceed without DDTC approval, the TIS official permitted the training
to go forward. Further, prior to this particular incident, between 2006 and 2008, mirror
image training programs were conducted for Canadian military personnel in which
DDTC approval was not obtained until after the training had already taken place.
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In or about April 2006, Blackwater/Xe created a prototype for an armored military
personne] carrier known as the Grizzly. Blackwater/Xe Employee 2, a Blackwater/Xe
executive who was placed in charge of Blackwater/Xe’s manufacturing division, tasked
that division with developing the Grizzly. In June 2006, Blackwater/Xe Employee 3 was
hired by Blackwater/Xe to manage day-to-day operations of the Grizzlyé project.

In July of 2006, Blackwater/Xe Employee 3 identified Mecatron Desigh Ltd. (Mecatron)
a company based in the Channel Islands, to provide design and engmeermg services for
the Grizzly.

Immediately after Mecatron was retained, its founder, a permanent resident of the United
States (Mecatron Employee 1) and two other individuals (Mecatron Employees 2 and 3),
both Swedish nationals and foreign persons under the ITAR, began working on the
project. Mecatron Employees 2 and 3 both had access to technical data related to the
project. No TAA or DSP-5 license applications for Mecatron Employees 2 or 3 were
submitted at the time they began to work on the Grizzly project.

Beginning in June of 2007, Blackwater/Xe export compliance officials began to solicit
information from the manufacturing division regarding the Grizzly prdject including the
identity of any foreign nationals working on the project, and what exposure these foreign
nationals had or would have to sensitive data and materials.

On a number of occasions from June 2007 through January of 2008, Blackwater/Xe
export compliance personnel advised managers on the Grizzly program that neither
Mecatron nor foreign-national Mecatron employees were permitted to work on the
Grizzly project until a TAA has been submitted and approved.

On August 22, 2007, Blackwater/Xe submitted a Voluntary Disclosure to the DDTC
relating to a number of foreign nationals working at Blackwater/Xe, including Mecatron
Employee 2. In response to a DDTC request, on October 15, 2007, Blackwater/Xe sent
further information to the DDTC. This information included the assertion that
“Blackwater/Xe has ceased to export Technical Data . . . to the four foreign persons,” and
that Mecatron Employee 2 would “stop work as a contractor and not return to the
Blackwater/Xe site until an approved DSP-5 was obtained.” Without the knowledge of
the export compliance office within Blackwater/Xe, Mecatron Employee 2 continued to
work on the Grizzly project throughout the period after Blackwater/Xe submitted his
DSP-5 license application and to the time his employment with Mecatron ended in
December of 2007. The DSP-5 license was approved in November 2007.

In January of 2008, Blackwater/Xe Employee 2 issued a request that contractor badges be
issued to Mecatron Employee 1 and Mecatron Employee 3. The export compliance
officials at Blackwater/Xe reissued a written notification to Blackwater/Xe Employee 2
and others that there were no current authorizations in place for Mecatron foreign
national personnel to be engaged in Blackwater/Xe work or have access to any technical
data.

6
Case 2:12-cr-00014-FL Document 15-1 Filed 08/07/12 Page 6 of 8



40.

41.

42.

43.

44,

45.

46.

On January 24, 2008, Blackwater/Xe submitted another voluntary disclosure related to
Mecatron to the DDTC. The disclosure identified Mecatron Employees 1, 2, and 3 as the
foreign nationals who had unlicensed access to technical data relating to the Grizzly
project. Unbeknownst to the export compliance officials at Blackwater/Xe, Mecatron
Employee 2 ceased employment with Mecatron the previous December and a fourth
foreign national, Mecatron Employee 4, began working on the pI‘OjCCt on January 7,
2008.

On February 5, 2008, Blackwater/Xe finalized and submitted 'a TAA seeking
authorization for Mecatron to work on the Grizzly project. On February 7, 2008, a
DDTC official contacted a Blackwater/Xe export compliance official seeking assurances
that Mecatron and all Mecatron foreign national employees had ceased work on the
Grizzly project pending TAA approval. Blackwater/Xe tendered a written response to
the official that day representing that Mecatron and its employees had ¢eased working on
the project. Unbeknownst to that export compliance official, Mecatron Employees 3 and
4 continued to work on the project during the pendency of the TAA application, which
was approved on March 13, 2008. No DSP-5 application had been submitted for
Mecatron Employee 4 and he was not included in the TAA application. '

From June to September 2008, Mecatron Employees 1, 3, and 4 continued to work on the
Grizzly project until Blackwater/Xe severed its relationship with Mecatron on September
24, 2008. ‘

From October 2004 to March 2006, Blackwater/Xe on multiple occasions shipped
ammunition and body armor to both Iraq and Afghanistan without obtaining prior
approval by the DDTC.

Facts Relating to Counts Seven through Twelve

On or about January 29, 2003, Blackwater/Xe Employee 4 took possefssion of two Steyr
machine guns on behalf of Blackwater/Xe. Despite Blackwater/Xe’s possession of these
machine guns, Blackwater/Xe did not register them with the ATF. Instead, the two
weapons remained registered to the Camden County Sheriff’s Ofﬁce These machine
guns were turned over to investigative authorities in 2008.

During the month of February 2005, Camden County Sheriff’s Major 1 completed a
terrorist-target assessment relative to Camden County, North Carolina, that called for the
acquisition by the Sheriff’s Department of automatic weapons such as AK-47s and also
raised the possibility that Blackwater/Xe could purchase the weapons on behalf of the
Sheriff’s Department.

On or about February 24, 2005, Blackwater/Xe Employee 2 and Camden County

Sheriff’s Major 1 caused a letter (drafted by Blackwater/Xe Employee 2) to be sent on

Camden County Sheriff’s Department letterhead to Century Arms, Inc for the purchase
of seventeen automatic AK 47s.
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On or about February 24, 2005, Blackwater/Xe Employee 2 and Camden County
Sheriff’s Major 1 caused a letter (drafted by Blackwater/Xe Employee 2) to be sent on
Camden County Sheriff’s Department letterhead to Bushmaster Firearms International,
LLC, for the purchase of seventeen automatic M4s.

On or about May 5, 2005, Camden County Sheriff’s Major 1 issued an Exemption
Certificate from the Camden County Sheriff’s Department to Bushmaster for the non-tax
transfer of the machineguns to be delivered to Blackwater/Xe.

On or about June 20, 2005, Blackwater/Xe Employee 4 and Camden County Sheriff’s
Major 1 signed a “Memorandum of Agreement” between the Camden County Sheriff’s
Department and Blackwater/Xe which stated that Blackwater/Xe financed the purchase of
seventeen Bushmaster M4s for use by the Camden County Sheriff’s Office.

On or about July 13, 2005, Blackwater/Xe Employee 4 and Camden County Sheriff’s
Major | signed a “Memorandum of Agreement” between the Camden County Sheriff’s
Department and Blackwater/Xe which stated that Blackwater/Xe financed the purchase of
seventeen Romanian AK 47 rifles for use by the Camden County Sheriff’s Office.

Facts Relating to Counts Thirteen through Seventeen

On or about March 19, 2005, five firearms, specifically, one Bushmaster M4 rifle, three
Glock handguns, and one Remington shotgun were presented to the King of Jordan
and/or his entourage at Blackwater/Xe’s facility in Moyock, North Carolina, during the
King’s visit to the Blackwater/Xe facility.

Between June and August of 2005, Blackwater/Xe employees, including Blackwater/Xe
Employee 4, completed four ATF Form 4473s regarding these five firearms representing
that these employees had purchased the firearms when, in fact and as these employees
were aware, these weapons had previously been given to the King of Jordan and hlS
entourage.
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ATTACHMENT B, AGREED FINES

ACADEMI LIC agrees that, following the acceptance by the Court
of this Agreement, it will make a total payment of 7.5
million dollars ($7,500,000) as follows: ‘

1. 2 million dollars ($2,000,000) to be paid within
thirty (30) days of the later of (a) the date the Court accepts
the Agreement (“Acceptance Date”), which may be reduced by an

amount up to one million dollars ($1,000,000) for @ compliance-
related costs and expenses described in Paragraph 14 of the
Agreement . ;

2. 2 million dollars ($2,000,000) payable on the first
(1st) anniversary of the Acceptance Date, which may be reduced
by an amount up to one million dollars ($1,000.000) for previously
uncredited compliance-related costs and expenses described in
Paragraph 14 of the Agreement.

3. 2 million dollars ($2,000,000) payable on?the second
(2nd) anniversary of the Acceptance Date, which may be reduced
by an amount up to five-hundred thousand dollars ($500,000) for
previously uncredited compliance-related costs and expenses
described in Paragraph 14 of the Agreement. f

4. 1.5 million dollars (31,500,000) payable on the
third (3rd) anniversary of the Acceptance Date. ‘

5. None of ACADEMI’'s fines will accrue interest unless paid
more than thirty (30) days past their due date, in which case a
late payment shall begin to accrue interest at the rate of five
percent (6%) per annum until paid 'in full.
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ATTACBMENT C, DECLARATION OF ERIK D. PRINCE
I, Erik D. Prince, hereby declare as follows:

1. On December 16, 2010, I, as trustee cof the Erik D.
Prince Living Trust (“Prince Trust”), socld to USTC Holdings,
LLC 100% of the outstanding equity interests of Xe Services
LLC (“Xe”), the predecessor-in-interest of ACADEMI LLC,
which represented 100% of my equity interest in Xe. Shortly
after the sale of Xe, also as trustee of the Prince Trust, I
sold substantially all the assets of Greystone Ltd. and
Greystone SRL (both Barbados companies) to Greystcne Ltd. (a
Bermuda exempted company), whose scle owner is Christopher
Burgess.

2. After the sale of the entities and assets listed in
Paragraph 1 above, I retained ownership of certain entities
that were affiliated with Xe (“Retained Entities”). The
Retained Entities include the following:

a. Al Zulama Company

b. Apex Management Systems LLC

c. ARES Holdings, Inc. (49% Interest)
d. Back-Up Training, LLC

e. Greystone Ltd. (Barbados Company)
Greystone SRL (Barbados Company)
GSD Manufacturing LLC

Guardian Flight Systems LLC
Paravant LLC

Pelagian Maritime, LLC

Prince Group, LLC

Salamis Aviation LLC

Samarus Co. LTD

Technical Defense, Inc.

. Terrorism Research Center, Inc.

. Total Intelligence Scolutions LLC
. Xe Aviation LLC

O i )

* . )

.

LT 0D 8 - wue e

3. The Retained Entities listed in Paragraph 2 above
either have been dissolved or are not involved in business
operations related to the export control laws or federal
firearms laws.
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I declare under penalty of pexrjury under the laws of the
United States of America that the foregoing is true and

correct.

Executed on S "7 "(:laf 2 {Q//Q\_/

ERIK D. PRINCE
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