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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q
[x] Quarterly Report Pursuant to Section 13 or 15(d) othe Securities Exchange Act of 1934
For the quarterly period ended March 31, 2014
OR
O Transition Report Pursuant to Section 13 or 15(d) bthe Securities Exchange Act of 1934 for the trarit$on period from

to
Commission File Number 1-33146

KBR

KBR, Inc.
(Exact name of registrant as specified in its chaet)

(a Delaware Corporation)
20-4536774
601 Jefferson Street
Suite 3400
Houston, Texas 77002
(Address of Principal Executive Offices)

Telephone Number — Area Code (713) 753-3011

Indicate by check mark whether the registrant €l filed all reports required to be filed by Secti® or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for ssfobrter period that the registrant was requirefilécsuch reports), and (2) has been sul
to such filing requirements for the past 90 dayses [ No O

Indicate by check mark whether the registrant hdwnitted electronically and posted on its corpoifeb site, if any, every Interactive D
File required to be submitted and posted pursuaRule 405 of Regulation $8232.405 of this chapter) during the precedif@grionths (c
for such shorter period that the registrant wasired to submit and post such files). Y& No O

Indicate by check mark whether the registrant large accelerated filer, an accelerated filer, a-axxcelerated filer, or a smaller repor!
company. See the definitions of “large accelerdiled,” “accelerated filer” and “smaller reportinctbmpany” in Rule 122 of the Exchan
Act. (Check one):

Large accelerated filer Accelerated filer a
Non-accelerated filer O (Do not check if a smaller reporting company) Smaller reporting company 0O

Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the Bxgje Act). Yes[O No

As of May 30, 2014 , there were 145,378,464 shaf&BR, Inc. common stock, $0.001 par value pershautstanding.







TABLE OF CONTENTS

PART | . FINANCIAL INFORMATION

Item 1.Financial Information

Condensedonsolidated Statements of Incorfleoss)
Condensedonsolidated Statements of Comprehensive Incdbuss)
Condensedonsolidated Balance Sheets

Condensedonsolidated Statements of Cash Flows

Notes to Condensed Consolidated Financial Statement

Item 2. Managemen$ Discussion and Analysis of Financial Conditiod &esults of Operations
Item 3.Quantitative and Qualitative Disclosures About MarRisk
Item 4.Controls and Procedures

PART Il . OTHER INFORMATION

Item 1. Legal Proceedings

Item 1A. Risk Factors

Item 2. Unregistered Sales of Equity Securities dad of Proceeds
Item 3. Defaults Upon Senior Securities

Item 4. Mine Safety Disclosures

Item 5. Other Information

Item 6. Exhibits

SIGNATURES

Page

© N O 01 b~ b




Forward-Looking and Cautionary Statements

This report contains certain statements that are,nmay be deemed to be, “forward-looking statementsthin the meaning !
Section 27A of the Securities Act of 1933, as aswndnd Section 21E of the Securities ExchangeofAd034, as amended. The Pri\
Securities Litigation Reform Act of 1995 providagesharbor provisions for forwartboking information. Some of the statements coetiin
this quarterly report are forwardboking statements. All statements other than stat#s of historical fact are, or may be deemed &
forward-looking statements. The words “believe,” “may,” sémate,” “continue,” “anticipate,” “intend,” “plan ,” “expect” and simila
expressions are intended to identify forward-logkstatements. Forwarkboking statements include information concerning possible @
assumed future financial performance and resulispafrations.

LTS LTS ” o

We have based these statements on our assumptidrenalyses in light of our experience and peraeptf historical trends, curre
conditions, expected future developments and ddmtors we believe are appropriate in the circumses. Forwardeoking statements
their nature involve substantial risks and uncentas that could significantly affect expected tssuand actual future results could dif
materially from those described in such statemaftsile it is not possible to identify all factofactors that could cause actual future resuli
differ materially include the risks and uncerta@didisclosed in our 2013 Annual Report on FormKiA-contained in Part | under "RIi
Factors."

Many of these factors are beyond our ability totoalror predict. Any of these factors, or a combiona of these factors, could materie
and adversely affect our future financial conditionresults of operations and the ultimate accuratyhe forwardiooking statements. The
forward-looking statements are not guarantees of our fupggormance, and our actual results and futureali@ments may differ materia
and adversely from those projected in the forwamoking statements. We caution against putting umdli@nce on forwardeoking statemen
or projecting any future results based on suchestants or on present or prior earnings levels. didition, each forwardeoking stateme
speaks only as of the date of the particular statgmand we undertake no obligation to publicly atedor revise any forwartboking
statement.




PART I. FINANCIAL INFORMATION

Iltem 1. Financial Statements

Condensed Consolidated Statements of Income (Loss)
(In millions, except for per share data)

Revenues

Cost of revenues

Gross profit

Equity in earnings of unconsolidated affiliates
General and administrative expenses

(Loss) on disposition of assets

Operating income

Interest expense, net of interest income

Foreign currency losses

Other non-operating expenses

Income before income taxes and noncontrolling intessts
Provision for income taxes

Net income (loss)

Net income attributable to noncontrolling interests
Net income (loss) attributable to KBR

Net income (loss) attributable to KBR per share:
Basic

Diluted

Basic weighted average common shares outstanding
Diluted weighted average common shares outstanding
Cash dividends declared per share

See accompanying notes to condensed consolidai@ucial statements.

KBR, Inc.

(Unaudited)

4

Three Months Ended March 31,

2014 2013
$ 1,63¢ 1,82¢
(1,594) (1,679
39 15€
31 30
(60) (52
— 1)
10 132
2 1)
(7 4
— 1)
1 127
(21) (30)
(20) 97
(23) ©)
$ (43) 88
$ (0.29) 0.5¢
$ (0.29) 0.5¢
14€ 147
14€ 14¢
$ 0.0¢ —




KBR, Inc.

Condensed Consolidated Statements of Comprehensiveome (Loss)

(In millions)
(Unaudited)

Net income (loss)
Other comprehensive income, net of tax:
Cumulative translation adjustments (“CTA"):
Cumulative translation adjustments, net of tax
Reclassification adjustment for CTA included in mstome
Net cumulative translation adjustment, net of tax
Pension liability adjustments, net of tax:
Pension liability adjustments, net of tax
Reclassification adjustment for pension liabilidg$es included in net income
Net pension liability adjustments, net of tax
Unrealized gains (losses) on derivatives:
Unrealized holding gains (losses) on derivatives,afi tax
Net unrealized gain (loss) on derivatives, netaf t
Other comprehensive income (loss), net of tax
Comprehensive income, net of tax
Less: Comprehensive income attributable to nonotiimg interests
Comprehensive income (loss) attributable to KBR

See accompanying notes to condensed consolidaiaacfal statements.

Three Months Ended March 31,

2014 2013

$ (20 $ 97
9 ®

— 1

9 7

1 —_

8 7

9 7
1) 1)
(1) ()
17 1)

©) 96
(23) 9

$ (26) $ 87




KBR, Inc.
Condensed Consolidated Balance Sheets
(In millions, except share data)

March 31, December 31,
2014 2013
(Unaudited)
Assets
Current assets:
Cash and equivalents $ 99 $ 1,10¢€
Accounts receivable, net of allowance for doubdftitounts of $23 and $18 93z 1,05¢
Costs and estimated earnings in excess of billimggncompleted contracts ("CIE") 48¢ 39¢
Deferred income taxes 15C 16¢
Other current assets 214 19¢
Total current assets 2,781 2,92t
Property, plant, and equipment, net of accumuldtgateciation of $412 and $397 (including net PPk6&H
and $67 owned by a variable interest entity) 41E 41k
Goodwill e 772
Intangible assets, net of amortization 82 8%
Equity in and advances to unconsolidated affiliates 162 15€
Deferred income taxes 363 344
Claims and accounts receivable 62¢ 62¢
Other assets 117 11z
Total assets $ 532 % 5,43¢
Liabilities and Shareholders’ Equity

Current liabilities:
Accounts payable $ 73z % 741
Payable to former parent 10€ 10t
Billings in excess of costs and estimated earnamgancompleted contracts ("BIE") 40¢E 401
Accrued salaries, wages and benefits 224 23t
Other current liabilities 421 41¢
Total current liabilities 1,88¢ 1,90;
Pension obligations 465 477
Employee compensation and benefits 11¢F 114
Income tax payable 67 7C
Deferred income taxes 86 86
Other liabilities 341 34t
Total liabilities 2,962 2,99¢
KBR shareholders’ equity:
Preferred stock, $0.001 par value, 50,000,000 sharthorized, 0 shares issued and outstanding — —
Common stock, $0.001 par value, 300,000,000 skartwrized, 174,308,474 and 173,924,509 sharesdssu
and 146,485,608 and 148,195,208 shares outstanding — —
Paid-in capital in excess of par ("PIC") 2,07t 2,06t
Accumulated other comprehensive loss ("AOCL") (723 (740
Retained earnings 1,69: 1,74¢
Treasury stock, 27,822,866 shares and 25,729,30¢shat cost (664) (610
Total KBR shareholders’ equity 2,381 2,46:
Noncontrolling interests ("NCI") (20 (29
Total shareholders’ equity 2,361 2,43¢
Total liabilities and shareholders’ equity $ 532 $ 5,43¢

See accompanying notes to condensed consolidaiaacfal statements.






KBR, Inc.

Condensed Consolidated Statements of Cash Flows

(In millions)
(Unaudited)

Cash flows from operating activities:
Net income (loss)
Adjustments to reconcile net income to net cashigenl by operating activities:
Depreciation and amortization
Equity in earnings of unconsolidated affiliates
Deferred income tax expense
Other
Changes in operating assets and liabilities:
Accounts receivable, net of allowance for doubgfetounts
Costs and estimated earnings in excess of billimggncompleted contracts
Accounts payable
Billings in excess of costs and estimated earnargsncompleted contracts
Accrued salary, wages and benefits
Reserve for loss on uncompleted contracts
Receipts of advances from unconsolidated affiliates
Distributions of earnings from unconsolidated &fibs
Income taxes payable
Pension funding
Other assets and liabilities
Total cash flows used in operating activities
Cash flows from investing activities:
Purchases of property, plant and equipment
Total cash flows used in investing activities

Three Months Ended March 31,

2014 2013
$ (20) $ 97
18 15
(31) (30
6 81
12 8
121 (95)
(70) (89)
(20) 17
(19 ©)
9) (28
18 (10)
7 -
19 41
(13) 73
12 (7
(28) (16)
(17) (93)
(15) (20)
$ (15 $ (20)




Condensed Consolidated Statements of Cash Flows

Cash flows from financing activities:
Payments to reacquire common stock
Distributions to noncontrolling interests
Payments of dividends to shareholders
Net proceeds from issuance of common stock
Excess tax benefits from stock-based compensation
Payments on short-term and long-term borrowings
Other
Total cash flows used in financing activities
Effect of exchange rate changes on cash
Increase (decrease) in cash and equivalents
Cash and equivalents at beginning of period
Cash and equivalents at end of period
Supplemental disclosure of cash flows information:
Cash paid for interest
Cash paid for income taxes (net of refunds)
Noncash operating activities

Other assets change for Barracuda arbitration &R¥Fmatters (Note 12)
Other liabilities change for Barracuda arbitratéond FCPA matters (Note 12)

Noncash financing activities
Dividends declared

See accompanying notes to condensed consolidaiaacfal statements.

KBR, Inc.

(In millions)
(Unaudited)

8

Three Months Ended March 31,

2014 2013
(56) $ (6)
(19 (17
(12) —
4 2
1 J—
2 —
(84) (15)
6 (21)
(110) (149)
1,10€ 1,05:
99¢ $ 904
3 % 3
29 % 17
— 3 (219
— 3 21¢
12 % —




KBR, Inc.
Notes to Condensed Consolidated Financial Statement
(Unaudited)

Note 1. Description of Company and Significant Acamting Policies

KBR, Inc., a Delaware corporation, was formed ornrdia21, 2006 and is headquartered in Houston, Té«@R, Inc. and its wholl
owned and majoritpwned subsidiaries (collectively referred to herain"KBR", "the Company", "we", "us" or "our") isglobal provider ¢
engineering, procurement, construction, constraatimnagement, technology licensing, operationsnaaicitenance and other support sen
to a diverse customer base, including internatiamal national oil and gas companies, independéiners, petrochemical producers, fertili

producers, regulated utilities, manufacturers, paamel mining companies and domestic and foreigregovents.
Principles of consolidation

Our condensed consolidated financial statemente haen prepared in accordance with accounting ipt@scgenerally accepted in-
United States ("U.S. GAAP") and include the accewftKBR and our wholly owned and majoribyvned, controlled subsidiaries and vari
interest entities of which we are the primary bamafy. We account for investments over which weehaignificant influence but not
controlling financial interest using the equity med of accounting. See Notefar further discussion on our equity investmentd aariable
interest entities. The cost method is used whewlavaot have the ability to exert significant infliee. All material intercompany balances
transactions are eliminated in consolidation.

Certain prior year amounts have been reclassiiezbhform to the current year presentation on trelensed consolidated statemel
income, condensed consolidated balance sheethambndensed consolidated statements of cash fleavshe three months ended March
2014, we reclassified equity in earnings of unctidated affiliates from revenues to a separate cworept of operating income on «
condensed consolidated statement of income. Weassitied the 2013 amounts to conform to our revigezbentation as a componen
operating income but not a component of revenues.

We have evaluated all events and transactions weguafter the balance sheet date but before thenéiial statements were issued
have included the appropriate disclosures.

Use of estimates

The preparation of our condensed consolidated ¢iaastatements in conformity with U.S. GAAP rea@sirus to make estimates
assumptions that affect the reported amounts cftsisand liabilities and disclosures of contingessgess and liabilities at the date of
condensed consolidated financial statements angeffeeted amounts of revenues and expenses diermgporting period, including:

* project revenues, costs and profits on engineemogstruction, pipe fabrication and module assembahd government servic
contracts, including recognition of estimated lasse uncompleted contracts,

* uncollectible receivables, claims to and from diemecoveries of costs from subcontractors, vendod other

* income taxes and related valuation allowancegaxadncertainties,

* recoverability of goodwill,

» other intangibles and long-lived assets and edlastimated lives,

* recoverability of equity method and cost methoeestments,

« valuation of pension obligations,

» accruals for estimated liabilities and litigationtcomes,

» consolidation of variable interest entities,

* and valuation of stock-based compensation.

In accordance with normal practice in the constomctndustry, we include in current assets andemirtiabilities amounts related
construction contracts realizable and payable @geriod in excess of one year. Actual amounts diffgr from those included in tl
accompanying condensed consolidated financialratates, if the underlying estimates and assumptigos which the financial statements
based change in the future.

Gross Profit

Gross profit represents business segment revemsgethe cost of revenue, which includes businesmaegoverhead costs direc
attributable to the business segment. See Note @ifodiscussion on Business Segment gross plogis).
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Accounts Receivable

Accounts receivable are recorded at the invoiceduminbased on contracted prices. Amounts colleotediccounts receivable
included in net cash provided by operating ac#giiin the condensed consolidated statements offlcagh

We establish an allowance for doubtful accountetdam the assessment of the cliemtifiingness and ability to pay. In addition to s
allowances, there are often items in dispute ondaeiegotiated that may require us to make an etiemsto the ultimate outcome. Past
receivable balances are written off when our irdeoollection efforts have been unsuccessful itectihg the amounts due. See NotAou
discussion on accounts receivable.

Retainage, included in accounts receivable, repteseamounts withheld from billings by our clientarguant to provisions in t
contracts and may not be paid to us until the cetigpi of specific tasks on the project and for lengeriods, in some instances. Retainage
also be subject to restrictive conditions such edopmance guarantees. Our retainage receivableides amounts withheld by the Uni
States ("U.S.") government on certain contracts. [$ete 10 for our discussion on U.S. governmergivables.

Costs and Estimated Earnings in Excess of Billings Uncompleted Contracts, Including Claims, and Axhced Billings and Billings ir
Excess of Costs and Estimated Earnings on UncomgdeContract:s

Costs and estimated earnings in excess of billorgsincompleted contracts ("CIE") represent the &xad contract costs and pro
recognized to date using the percentageesfipletion method over billings to date on cert@ntracts. Billings in excess of costs and estid
earnings on uncompleted contracts ("BIE") represémt excess of billings to date over the amourtoofract costs and profits recognize
date using the percentage-of-completion methodeotaior contracts. See Note 5 for our discussio€i&hand BIE.

Unapproved change orders and claims

When estimating the amount of total gross profitoss on a contract, we include unapproved changer® and claims to our clients
adjustments to revenues and claims to vendors,ostfactors and others as adjustments to total estiincosts. Claims are recorded tc
extent of the lesser of the amounts managementcexpe recover or to costs incurred and includeprafit until they are finalized ai
approved.

Goodwill

Effective January 1, 2014, we reorganized fouthefftve reporting units in the Infrastructure, Govaent and Power ("IGP") busin
segment into three geographic-based units. Thisgamization allows the IGP business segment to sfoitsi full-scope engineerin
procurement, construction and defense servicesiéotg on a more local level. We have concluded &zh of these geographiesed uni
will be considered a separate reporting unit favdyall impairment testing purposes. As a result,pgeformed an additional impairment tes
the three newly reorganized reporting units on dand, 2014 as required by ASC 380; utilizing the same methodology as our an
goodwill impairment test, and no indication of inmpaent was identified. For more detail on our mekblogy and assumptions, see "Crit
Accounting Policies" in our 2013 Annual Report arrii 10-K/A.

Share-based Compensation

Effective January 1, 2014, we changed our methggofor estimating the expected term of our optisraals and we will no long
utilize the simplified method. We will measure failture stock option awards using an expected teaseth on KBR's historical experience.

Note 2. Business Segment Information
We provide a wide range of services and the maneagewf our business is heavily focused on majoiggte within each of ol
reportable segments. At any given time, a relagifelv number of projects and joint ventures repnesesubstantial part of our operations.

reportable segments follow the same accountingcigslias those described in Note 1 herein and ire Ndb our consolidated financ
statements included in our 2013 Annual Report amFB0-K/A.
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Our business segment information has been preparadcordance with ASC 280Segment Reporting. Certain of our reporting
meet the definition of operating segments containe®iSC 280 -Segment Reporting, but individually do not meetdhnantitative thresholds
a reportable segment, nor do they share a majofithe aggregation criteria with another operatiegment. These operating segment:
reported on a combined basis as “Othandl include our Ventures and Technical StaffingoReses (formerly a part of Allstates Techn
Services) as well as corporate expenses not indlidihe operating segments’ results.

Reportable segment performance is evaluated byChief Operating Decision Maker ("CODM") using refaidle segment gross pre
(loss) which is defined as business segment reviEssethe cost of revenue, which includes busisegment overhead directly attributabl
the segment, but excludes equity in earnings obnsalidated affiliates.

Business Reorganization

During 2013, we reorganized our business to be#rre our customers, improve our organizationatieficy and achieve future growth
objectives. In order to attain these objectivessefarated our Hydrocarbons reportable segmentiritgeparate reportable segments, Gas
Monetization and Hydrocarbons, such that now weelaatotal of five reportable segments: Gas MongtimaHydrocarbons, IGP, Services ¢
Other. Each reportable segment, excluding Othéediby a separate Segment President who repoetstigito our CODM. We have revised
our business segment reporting to reflect our cimenagement approach and recast prior periodsrtorm to the current business segment
presentation.

The following table presents revenue, gross pflaf#ts), equity in earnings of unconsolidated &fféis and operating income by repor
segment.

11




Operations by Reportable Segment

Three Months Ended March 31,

Millions of dollars 2014 2013
Revenue:
Gas Monetization $ 40C $ 59t
Hydrocarbons 452 342
Infrastructure, Government and Power 337 39¢
Services 43¢ 47¢
Other 11 15
Total $ 1,63 $ 1,82¢
Gross profit (loss):
Gas Monetization $ 95 % 89
Hydrocarbons 22 49
Infrastructure, Government and Power (20) 19
Services (60) 11
Other 5 3
Labor cost absorption not allocated to the busisegsnents ©)] (15)
Total $ 39 % 15¢
Equity in earnings of unconsolidated affiliates:
Gas Monetization $ 16 $ 1C
Hydrocarbons — —
Infrastructure, Government and Power 9 8
Services — 7
Other 6 5
Total $ 31 % 3C
Segment operating income (loss):
Gas Monetization $ 111 $ 9¢
Hydrocarbons 22 49
Infrastructure, Government and Power (11 27
Services (60) 18
Other 11 7
Labor cost absorption not allocated to the busisegsnents (©)) (15)
Corporate general and administrative expense tomtadéd to the business segments (60) (52
Total operating income $ 10 $ 13¢

Changes in Estimates

There are many factors, including, but not limited the availability and costs of labor, materialsd equipment, and resourc
productivity, and weather, that can affect the amcy of our cost estimates, and ultimately, ounfeifprofitability. In the past, we have reali
both lower and higher than expected margins anck hagurred losses as a result of unforeseen chaingesir project costs; howev
historically, our estimates have been reasonabpeidgable regarding the recognition of revenue amditpon percentage of completi
contracts.

Our Services business segment recognized revigionsir estimates of losses at completion on oura@em pipe fabrication a
module assembly projects of $41 million during theee months ended March 31, 2014 . As describexiirAmendment No. 1 (“Form 10-
K/A™) to our Form 10-K for the fiscal year ended é@mber 31, 2013, we recognized pre-tax charged 56 #illion as of December 31, 20
related to the identification of additional estiedtcosts to complete our Canadian pipe fabricainpd module assembly projects.
additional losses recognized on these projectigutie three-months ended March 31, 20&kte a result of (i) estimated losses on a
project contracted in December 2013, (ii) significencreases in quantities on one project as dtresdesign and quantity changes during
quarter which are currently not considered recdslerérom the customer, (iii) estimated subcontractusts due to design changes and de
and (iv) estimated costs associated with recerdymtivity results. All of these projects are indgsositions at March 31, 20khd Decemb
31, 2013. Our reserve for losses on uncompletettaxts included $107 million and $97 million at Mar31, 2014and December 31, 20:
respectively,
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for losses on these Canadian pipe fabrication andufe assembly projects. Based on current conteaxdswork authorizations, we anticip
completion of these projects in 2015.

During the quarter ended March 31, 2Q24e recognized revisions in estimates on a ligaaefiatural gas ("LNG") project in Austre
as a result of additional fees associated with@ma man hours and other revisions in estimateshwind a $21 milliopositive impact on tt
gross profit of our Gas Monetization business segnmedditionally, our Gas Monetization businessraegt recognized revisions in estimi
on an LNG project in Algeria resulting from a fagbte settlement of claims, which had a $33 millet positive impact on gross profit.

During the quarter ended March 31, 2013 , we reizeghrevisions in contract estimates which had & ®8lion positive impact o
the gross profit of our Gas Monetization businegg®ent, as a result of revised project estimatesuoh NG projects in Australia and Algeria.

Note 3. Cash and Equivalents

We consider all highly liquid investments with amgial maturity of three months or less to be caghivalents. Cash and equival
include cash balances held by our whalyned subsidiaries as well as cash held by joimtures that we consolidate. Joint venture
balances are limited to joint venture activities @ne not available for other projects, generahceseds or distribution to us without approv
the board of directors of the respective joint veas. We expect to use joint venture cash for ptajests and distributions of earnings rel
to joint venture operations. However, some of thenimgs distributions may be paid to other KBR t&gi where the cash can be usec
general corporate needs.

The components of our cash and equivalents bakmcas follows:

March 31, 2014

Millions of dollars International (a) Domestic (b) Total

Operating cash $ 158 $ 214 % 36¢
Time deposits 48¢€ 35 521
Cash held in joint ventures 95 11 10€
Total $ 73€ $ 26C $ 99¢

December 31, 2013

Millions of dollars International (a) Domestic (b) Total

Operating cash $ 197 $ 21t % 412
Time deposits 47¢€ 14C 61¢
Cash held in joint ventures 67 9 7€
Total $ 74z $ 364 $ 1,10¢

(8 Includes deposits held in nthS. operating accounts considered to be permanesitivested outside the U.S. and for whict
incremental U.S. tax has been provisioned or paid

(b) Includes U.S. dollar and foreign currency depdsitisl in operating accounts that constitute onshash for tax purposes but may re
either in the U.S. or in a foreign country

Our international cash balances are primarily lielthe United Kingdom ("U.K."), Australia and theagiman Islands. We generally
not provide U.S. federal and state income taxetheraccumulated undistributed earnings of o8- subsidiaries except for certain entitie
Mexico and certain other joint ventures, as welfasapproximately 50%f our earnings from our operations in Australiax@s are provide
as necessary with respect to earnings that aredewad not permanently reinvested. We will contita@rovide for U.S. federal and state te
on 50% of the earnings of our Australian operatiaaswe no longer intend to permanently reinvesse¢h@mounts. In determining whet
earnings would be considered permanently investedconsidered future ndd:S. cash needs such as: 1) our anticipated foneiyking
capital requirements, including funding of our Ugension plan; 2) the expected growth opportunaie®ss all geographical markets; an
our plans to invest in strategic growth opport@sitthat may include acquisitions around the wdttt. all other non-U.S. subsidiaries, dds
taxes are provided because such earnings are @ttetud be reinvested indefinitely to finance foreigctivities. These accumulated
undistributed foreign earnings could be subje@dditional tax if remitted, or deemed remittedaatividend. If any portion of the unremitted
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earnings were ever foreseen to not be permanesithyasted outside the U.S., or if we elect to népi&t a portion of current year fore
earnings, U.S. income tax expense would be reqtiréeé recognized and that expense could be miateria

Note 4. Accounts Receivable

The components of our accounts receivable, nelmfance for doubtful accounts balance are as Vigto

March 31, 2014

Millions of dollars Trade Retainage Total

Gas Monetization $ 15€ $ — $ 15€
Hydrocarbons 29C 17 307
Infrastructure, Government and Power 13z 15 14¢
Services 27¢€ 42 31¢
Other 4 — 4
Total $ 85¢ § 74 $ 93¢

December 31, 2013

Millions of dollars Trade Retainage Total

Gas Monetization $ 25§ — $ 25E
Hydrocarbons 284 31 31t
Infrastructure, Government and Power 137 15 152
Services 27¢ 54 33z
Other 2 — 2
Total $ 95¢ $ 10C % 1,05¢

In addition to the amounts above, noncurrent rageérreceivable included in "other assets" on ondensed consolidated balance st
was $15 million and $14 million as of March 31, 20and December 31, 2013 , respectively, primaelgted to a waste-tenergy project i
the U.S. in our IGP business segment.

Note 5. Costs and Estimated Earnings in Excess oflll\gs on Uncompleted Contracts and Billings in Exess of Costs and Estimate
Earnings on Uncompleted Contracts
Our CIE balances by business segment are as follows

March 31, December 31,

Millions of dollars 2014 2013

Gas Monetization $ 34 $ 34
Hydrocarbons 207 14€
Infrastructure, Government and Power 122 131
Services 11¢ 83
Other 6 5
Total $ 48¢ $ 39¢
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Our BIE balances by business segment are as follows

March 31, December 31,

Millions of dollars 2014 2013

Gas Monetization $ 38 $ 30
Hydrocarbons 16€ 13¢
Infrastructure, Government and Power 17¢ 19¢
Services 23 33
Other — —
Total $ 40t % 401

Unapproved change orders and claims

The amounts of unapproved change orders and clagh&led in determining the profit or loss on cawts are as follows:

Millions of dollars 2014 2013
Amounts included in project estimates-at-compleabdanuary 1, $ 11t $ 167
Changes in estimates-at-completion (20 40
Approved (30) (21)
Amounts included in project estimates-at-compleibMarch 31, $ 65 $ 18¢
Amounts recorded in revenues on a percentage-oplation basis at March 31, $ 50 $ 14¢

The decrease in changes in estimates in 2014 sqdair@arily to a net favorable settlement of certelaims on an Algerian LNG proje
partially offset by increases in estimates on astroction project in our Services business segrfenivhich the client routinely issues sci
changes which are subsequently followed with a ghasrder. In 2014, approved change orders reflgotowals on an air quality project
North America.

Included in our 2013 changes in estimateseatpletion are increases related to a construgiioject in our Services business segr
for which the client routinely issues scope changeieh are subsequently followed with a change orde

The table above excludes unapproved change orderglaims related to our unconsolidated subsidsar@ur proportionate share
unapproved change orders and claims on a perceofagenpletion basis were $79 million as of Mardh 2014 and $46 milliormas o
March 31, 2013 related to the Ichthys LNG projeatt venture.

Liquidated damages

Some of our engineering and construction contraat® schedule dates and performance obligationsfthat met could subject us
penalties for liquidated damages. These generalffe to specified activities that must be compldtg a set contractual date or by achievel
of a specified level of output or throughput. Eacintract defines the conditions under which a aqustomay make a claim for liquidai
damages. However, in some instances, liquidatechdasare not asserted by the customer, but thatf@te do so is used in negotiating
settling claims and closing out the contract. Argraed liquidated damages are recognized as atiedua revenues in the conden
consolidated statements of income.

Based upon our evaluation of our performance ahdrdegal analysis, we have not accrued for posdiglidated damages relatec

several projects totaling $10 million at March 2014 and December 31, 20138espectively, (including amounts related to otopprtiona
share of unconsolidated subsidiaries), that wedcmdur based upon completing the projects as otlyréorecasted.

15




Advances
We may receive customer advances in the normakeoni business, most of which are applied to ire®igsually within one to thr
months. In addition, we hold advances from custeni@m@ssist us in financing project activities lulling subcontractor costs. As ifarch 31
2014 and December 31, 2013 , $44 million and $50iomi, respectively, of these financelated advances are included in BIE on
condensed consolidated balance sheets.
Reserve for estimated losses on uncompleted cotgrac
Our reserve for estimated losses on uncompletettasis is included in "other current liabilitiesh @ur condensed consolida

balance sheet. Our total reserve as of March 314 2tid December 31, 2013 is $123 million and $1@Bom, respectively, including107
million and $97 million , respectively, relateddar Canadian pipe fabrication and module assentoiegts.

Note 6. Claims and Accounts Receivable

The components of our claims and accounts receivattount balance are as follows:

March 31, December 31,

Millions of dollars 2014 2013

Hydrocarbons $ 401 $ 401
Infrastructure, Government and Power 227 22€
Other 1 1
Total $ 62¢ $ 62¢

Hydrocarbons claims and accounts receivable insl$d®1 millionrelated to our EPC 1 arbitration award. We expeetégal judgme!
of $465 millionto be recovered from Petrdleos Mexicanos ("PEMERXploration and Production ("PEP"), which includde origina
confirmation of the 2009 arbitration award and appnately $106 millionfor 2013 performance bonds recovery and includes juolgmer
interest. The judgment also requires that eacty gy value added tax on the amounts each hasdrdered to pay. See Note fdr furthel
discussion on our EPC 1 arbitration.

IGP claims and accounts receivable includes $22lfomiof claims for costs incurred under various U.S.aament contracts. S
"Other Matters" in Note 10 for further discussianaur U.S. government matters.
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Note 7. Equity Method Investments and Variable Inteest Entities

We conduct some of our operations through jointtwess which operate through partnership, corponatéjvided interest and ott
business forms and are principally accounted forguthe equity method of accounting. Additionalilye majority of our joint ventures are &
variable interest entities which are further ddssdi under ASC 810 - Consolidations - Variable kegéeEntities.

The following table presents a rollforward of oguéy in and advances to unconsolidated affiliates:

Millions of dollars 2014 2013

Balance at January 1, $ 15¢ $ 217
Equity in earnings of unconsolidated affiliates 31 3C
Dividends received (19 (42
Advances (7 —
Cumulative translation adjustment 2 4
Balance at March 31, $ 16 $ 20z

Related Party Transaction

We often participate in several projects as a jemture partner in addition to providing servicesiich include engineering a
construction management services, to the jointurerds a subcontractor. The amounts included imem@émue represent revenue from sen
provided directly to the joint ventures as a suli@ator. As of March 31, 2014 and 2013, our rewsnncluded $68 million and $59 millign
respectively, primarily related to services we pded to our Ichthys LNG project joint venture.

Amounts included in our condensed consolidatedntalasheets related to services we provided to aat yentures as dflarch 31
2014 and December 31, 2013 are as follows:

March 31, December 31,
Millions of dollars 2014 2013
Accounts Receivable, net of allowance for doukditdounts $ 3 % 6
Costs and estimated earnings in excess of billimggncompleted contracts $ 3 % 2
Billings in excess of costs and estimated earnamgancompleted contracts $ 25 $ 24

Our related party accounts payable for both peneel® immaterial.

Equity Method Investment

Summarized financial information for all jointly ew@d operations including variable interest entitieet are accounted for using
equity method of accounting is as follows:

Balance Sheets

March 31, December 31,

Millions of dollars 2014 2013
Current assets $ 4,01¢ $ 4,11¢
Noncurrent assets 4,347 4,22:
Total assets $ 8,36: $ 8,33¢
Current liabilities $ 3,61¢ $ 3,67¢
Noncurrent liabilities 4,437 4,40(
Total KBR-partner equity 194 14t
Noncontrolling interests 11€ 112
Total partners' equity 31C 257
Total liabilities and partners' equity $ 8,36 $ 8,33¢

17




Statements of Operations

Three Months Ended March 31,

Millions of dollars 2014 2013

Revenue $ 1,23¢ $ 903
Operating income $ 154 % 12¢
Net income $ 80 $ 67

Unconsolidated Variable Interest Entities

The following summarizes the totaksets and total liabilities as reflected in oundmmsed consolidated balance sheets as well .
maximum exposure to losses related to our uncafeteld variable interest entities ("VIES") in whisle have a significant variable interest
are not the primary beneficiary:

March 31, 2014

Maximum
exposure to
Millions of dollars Total assets Total liabilities loss
Aspire Defence project $ 24 % 1C $ 24
Ichthys LNG project $ 17 $ 25 $ 1C
U.K. Road projects $ 3 3 1C $ 34
EBIC Ammonia project $ 43 3 2 % 26
Fermoy Road project $ 3 % 4 % 2
December 31, 2013
Millions of dollars Total assets Total liabilities
Aspire Defence project $ 20 $ 2
Ichthys LNG project $ 19 18
U.K. Road projects $ 34 $ 8
EBIC Ammonia project $ 47 $ 2
Fermoy Road project $ 19 2

Generally, our maximum exposure to loss is limitecbur equity investment in the joint venture amy amounts payable to us
services we provided to the joint venture, reduibechny unearned revenues on the projects. On #piréd Defence project, in addition to
maximum exposure to loss indicated in the tablevapae have exposure to any losses incurred bgdhstruction or operating joint ventu
under their respective subcontract arrangementstivit project company. Our exposure is, howewveitdid to our equity participation in the
entities. The Ichthys LNG project joint venture extes a project that has a lump sum componentditian to the maximum exposure to |
indicated in the table above, we have an exposulesses if the project exceeds the lump sum coenoto the extent of our owners
percentage in the joint venture. Our maximum exposol loss on the EBIC Ammonia project reflects 66% ownership of the developm
corporation which owns 25% of the company that obdates the ammonia plant.
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Consolidated Variable Interest Entities

We consolidate VIEs if we determine we are the primbeneficiary of the project entity because wate® the activities that mc

significantly impact the economic performance cé #imtity. The following is a summary of the sigeéfint VIEs where we are the prim
beneficiary:

) March 31, 2014
Consolidated VIEs

Millions of dollars VIE Total assets VIE Total liabilities

Gorgon LNG project $ 43C $ 454
Escravos Gas-to-Liquids project $ 45 $ 72
Fasttrax Limited project $ 97 $ 98

) December 31, 2013
Consolidated VIEs

Millions of dollars VIE Total assets VIE Total liabilities

Gorgon LNG project $ 44¢ % 47¢€
Escravos Gas-to-Liquids project $ 43 % 72
Fasttrax Limited project $ % $ 98

Note 8. Pension Plans

The components of net periodic benefit cost relédgquension benefits for the three months endeccMad, 2014 and 2013 were as
follows:

Three Months Ended March 31,

2014 2013

Millions of dollars United States Int'l United States Int'l
Components of net periodic benefit cost

Service cost $ —  $ 1 % — % 1
Interest cost 1 22 1 22
Expected return on plan assets D (26) Q) (22
Recognized actuarial loss 1 10 — 7
Net periodic benefit cost $ 1 3 7 $ — 3 8

For the three months ended March 31, 2014 , we bam&ibuted approximately $12 million of the $46@limn we currently expect
contribute to our international plans in 2014 , amel have contributed approximately $0.4 milliontbé $3 millionwe currently expect
contribute to our domestic plans in 2014 .
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Note 9. Income Taxes

Our estimated annual effective tax rate for they@814 and 2013 reconciled to the 35% U.S. statdiéaleral rate is as follows:

2014 2013
U.S. statutory federal rate 35.C% 35.C%
Rate differentials on foreign earnings (5.9% (6.9%
Taxes on unincorporated joint ventures (4.6©% (2.2)%
Taxes on unconsolidated affiliates (9.7% (3.9%
U.S. taxes provided on foreign earnings 5.7% 1.2%
State taxes 0.2% 0.4%
Other 1.4% 2.7%
Estimated annual effective tax rate 22.2% 27.5%

We generally do not provide U.S. federal and siateme taxes on the accumulated undistributed egsndf nond.S. subsidiarie
except for certain entities in Mexico and certaiheo joint ventures, as well as for approximated¥®of our earnings from our operations
Australia. See Note Br additional information regarding our accumuthtendistributed earnings. Due to historical anddaisted losses i
certain nond.S. affiliates, we are not allowed to record alb@xefit for current period net operating losseagaized by these affiliates. A
result, our effective tax rate for the period hagéased.

The effective tax rate for the three months endeddkl 31, 2014s not meaningful due to the lower income befoimes taxes, tl
recording of a valuation allowance on the lossesgrized on our Canadian pipe fabrication and modasembly business, and discrete it
As of March 31, 2014 , our total valuation allowans $105 million , an increase of $22 million fradecember 31, 20130ur effective ral
for the three months ended March 31, 2013 reflestdtle condensed consolidated statements of inafr28.6%is lower than our estimat
annual effective rate of 27.5% , primarily due tecdete items.

Note 10. U.S. Government Matters

We provide services to various U.S. government&nages, which include the United States Departneénbefense (“DoD”),the
Department of State and others. We may have disaggets or experience performance issues on our gégrnment contracts. Wr
performance issues arise under any of these cdésitrdie® government retains the right to pursueouariremedies, including challenge:
expenditures, suspension of payments, fines anmkas®ons or debarment from future business witlgthernment.

With the U.S. Army's withdrawal from Iraq, our wowkith the U.S. government in the war zone areaselnaed. We have been in
process of closeout with these contracts since ,28id we expect the closeout process to contimoeigh at least 2018. As a result of our v
in a war zone from 2002 to 2011, there are multgms and disputes pending between us and thergment, all of which need to
resolved to close the contracts. The closeout gsgeludes resolving objections raised by the gowent through a billing dispute proc
referred to as Form 1s and Memorandums for Rec¢diéFRs") and resolving results from government asidit'e continue to work with t
government to resolve these issues. However, fdaiceof these matters, we have filed claims with Armed Services Board of Conti
Appeals ("ASBCA") or the U.S. Court of Federal @Glai ("COFC"). We also have matters related to orgyditigation or investigatior
involving U.S. government contracts. We anticipbiding additional labor, vendor resolution anddition costs as we resolve the @
matters. At this time, we cannot determine thertgror net amounts to be collected or paid to ctagehese contracts.
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Form 1s

The government has issued Form 1s questioning jectitg to costs we billed to them. We believe éineount we have invoiced 1
customer are in compliance with our contract ternosyever, we continue to evaluate our ability tocoseer these amounts from our custome
summary of our Form 1s received and amount assakigith our Form 1s are as follows:

March 31, December 31,

Millions of dollars 2014 2013

Form 1s (Total claimed by the government) $ 274 $ 274
Amounts withheld by government (Included in therRdrs amount above) (a) 137 137
Amounts withheld from subcontractors by us 50 50
Claims loss accruals (b) 74 74

(a) Recorded in "claims and accounts receivable" orcondensed consolidated balance sk
(b) Recorded as a reduction to "claims and accountsvatle” and in "other liabilities" on our condedsensolidated balance sheets
this time, we believe the likelihood we would in@uloss related to this matter in excess of the émsruals we have recorded is remote

Summarized below are some of the specific issusscaed with individual Form 1s as part of thakeixplained above.

Private Security.Starting in February 2007, we received a seriefa@im 1s from the Defense Contract Audit Agency (A2C)
informing us of the government's intent to denyntairsement to us under the LogCAP IlI contractdorounts related to the use of pri
security contractors ("PSCs") by KBR and a subamttr in connection with its work for KBR providindjning facility services in Ire
between 2003 and 2006. Currently the governmectadlenging $56 million in billings. The governmdrad previously paid $11 millioanc
has withheld payments of $45 million , which asvtd#rch 31, 2014ve have recorded due from the government relatéiganatter in "clairr
and accounts receivable" on our condensed consedidaalance sheets. Additionally, we have withhedgments to subcontractors $1
million associated with this matter. We believe the likadith that we will incur a loss related to this matteremote, and therefore we have
accrued any loss provisions related to this matter.

The government has indicated that it believes agQAP Il contract prohibited us and our subcorttyecfrom billing amounts relat
to the use of PSCs. We believe that, while the L&gQI contract obligated the Department of the ArhArmy") to provide force protectio
it did not prohibit us or any of our subcontractfnem using PSCs to provide force protection to KBRsubcontractor personnel. We
contend that the Army breached its obligation tovfte force protection. In addition, a significgmartion of our subcontracts were fixed p
subcontracts awarded without obtaining certifiedt@ pricing data. As a result, we did not recalegails of the subcontractorsdst estimat:
and it is our position that we were not legallyited to that information. Accordingly, we belietteat we are entitled to reimbursement by
Army for the amounts charged by our subcontraceren if they incurred costs for PSCs. Therefore dew not agree with the Arng/positior
that such costs are unallowable and that they emetiled to withhold payment for the billed amouimtsjuestion. We presented our claims
reimbursement to the ASBCA in late 2013 and expaeiing in 2014.

Containers.In June 2005, the DCAA questioned billings relatedosts associated with providing containerizedsimy for soldiers ar
supporting civilian personnel in Irag. The Deferentract Management Agency ("DCMA") recommended freyment for the billings |
withheld pending receipt of additional explanatmmdocumentation to support the subcontract cdsts.Form 1 was issued for $51 milliom
billings. Of this amount, the government had preslyg paid $25 million and has withheld payments$@6 million , which as oMarch 31
2014 , we have recorded in "claims and accountsivable" on our condensed consolidated balanceashee

Included in "other liabilities" on our condensedhsolidated balance sheets is $45 millmfnpayments withheld from subcontract
related to pay-when-paid contractual terms. Of #nsount, $15 millionis due from the government and recorded in "claimd accoun
receivable" on our condensed consolidated balameets. At this time, we believe that the likelihae would incur a loss related to this me
in excess of the amounts we have withheld from entractors and the loss accruals we have recosdemiriote.

There are three related actions stemming from t@MB's action to disallow and withhold funds. Firgt, April 2008 we filed
counterclaim in arbitration against our LogCAPdlibcontractor, First Kuwaiti Trading Company, toaeer the amounts
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we paid to the subcontractor for containerized hmaug we should lose the contract dispute with gwernment over the allowability of 1
container claims. Second, during the first quaofe2011 we filed a complaint before the ASBCA totst the Form 1s and to recover
amounts withheld from us by the government. Atréguest of the government, that complaint was dised without prejudice in January 2
so that the government could pursue its False Glaet suit described below. We are free tdileethe complaint in the future. Third, tl
matter is also the subject of a separate claind filg the Department of Justice ("DOJ") for allegedlation of the False Claims Act
discussed further below under the heading “Invasibgs, Qui Tams and Litigation.”

Tamimi.

Tamimi - Form 1. In 2006, the DCAA questioned the price reasomadse of billed costs related to dining facilities Iraq. We
responded to the DCMA that we believe our costsr@asonable. The prices obtained for these serwees from our subcontractor Tami
The Form 1 was issued for $71 million in billing$e government had previously paid $28 million &Aad withheld payments of $43 million .

At March 31, 2014 , we have recorded $43 millchre from the government related to these mattetslaims and accounts receivat
on our condensed consolidated balance sheets @ndedcour estimate related to any probable los®thner liabilities" on our condens
consolidated balance sheets. At this time, we belibe likelihood we would incur a loss relatedtis matter in excess of the loss accrual
have recorded is remote.

In April 2012, the U.S. COFC ruled that KBR's negted price for certain dining facility services n@enot reasonable and that we v
entitled to only $12 million of the amounts withtiétom us by the government plus any applicablergt ( $2 millior). In addition, while thi
matter was before the court the U.S. governmentheit! an additional $1 million . As a result ofsthuling, we recognized a ptax charge ¢
$28 million as a reduction to revenue. We appealed the U.S.G0@Qkng and in September 2013, a three judge pah#ie Federal Circt
Court of Appeals issued its opinion upholding thkng. We are preparing to file an application eftorari with the U.S. Supreme Court.

Tamimi - DOJ. In March 2011, the DOJ filed a counterclaim ia th.S. COFC alleging KBR employees accepted bffitees Tamimi ir
exchange for awarding a master agreement for DF&Qices to Tamimi. The April 2012 ruling on the Tiam matter discussed abc
dismissed the DOJ claims as lacking merit. On appleaDOJ's efforts to overturn the trial coutimg have been denied.

Fly America. In 2007, the DCAA questioned costs related to amgliance with the provisions of the Fly AmericatASubject t
certain exceptions, the Fly America Act requireddtal employees and others performing U.S. goventiireanced contracts to travel by U
flag air carriers. The Form 1 was issued for $8iamlin billings, all of which had been previously péig the government. No payments h
been withheld by the government for this matterM&rch 31, 2014 we have accrued our estimate of the cost incuioethese potential
noncompliant flights recorded in "other liabilittesn our condensed consolidated balance sheetthig\time, we believe the likelihood
would incur a loss related to this matter in exagfahe loss accruals we have recorded is remote.

There were times when we transported personnebmmection with our services for the U.S. militarjhave we may not have beer
compliance with the Fly America Act and its intefations through the Federal Acquisition RegulaiffrAR") and the Comptroller Gene
In October 2011, at the request of the DCMA, wensitied an estimate of the impact of our rmmpliance with the Fly America Act for 2C
and 2004. In May 2014, the Contracting Officer remedl a Contracting Officer Final Determination (“E) disallowing $3 millionin
billings. We have entered into negotiations as ekelbe we have provided adequate support to demadaghat U.S. flag air carriers were
available for certain travel.

H-29. In the first quarter of 2011, we received a Fornfrdm the DCAA disapproving certain transportatioosts associated w
replacing employees who were deployed in Iraq afghanistan for less than 179 day3he DCAA claims these replacement costs vidlad
terms of the LogCAP Il contract which expresslgaliow certain costs associated with the contracti@mtion of employees who have depla
less than 179 dayiacluding costs for transportation, lodging, mealsentation and various forms of per diem allonesic We disagree wi
the DCAA's interpretation and application of the contraanteas it was applied to circumstances outsideuofcontrol including war risk
sickness, death, termination for cause or resignatnd that such costs should be allowable. ThmHRowas issued for $27 millian billings,
all of which had been previously paid by the goweent. No payments have been withheld by the govemtifior this matter.

In March 2013, we filed a notice of appeal to theBICA and filed our complaint in the appeal in A@013. The government filec
motion to dismiss in April 2013 and in Septembef2@hat motion was denied. We and the governmergedgto submit the appeal fo
judgment on the pleadings. The parties submitted-motions and crosseply briefs in November 2013. The ASBCA has schexdia hearin
on the pending cross-motions for judgment for 2@e2014. At March 31, 2014 , we have
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accrued our estimate of the potentially rmompliant cost incurred recorded in "other liai@kt' on our condensed consolidated balance s
At this time, we do not believe we face a risk cditerial loss from any disallowance of these castexcess of the loss accruals we |
recorded. There is a parallel qui tam further dbscrunder the caption "Chillcott qui tam" below.

CONCAP 1l . From February 2009 through September 2010, waeived Form 1s from the DCAA disapproving billed tsoselated t
work performed under our CONCAP Il contract withetU.S. Navy to provide emergency construction isesvprimarily to governme
facilities damaged by Hurricanes Katrina and Wilmke Form 1 was issued for $25 milliam billings. The government had previously
$15 million and has withheld payments of $10 millio

In February 2012, the Contracting Officer rendeme@OFD disallowing $15 millionf direct costs. We filed an appeal with the ASE
in June 2012. We believe we undertook adequateeasbnable steps to ensure that proper biddingegues were followed and the amoi
billed to the government were reasonable and neipilation of the FAR.

As of March 31, 2014 , we have recorded $10 millthre from the government related to these matter&lams and accour
receivable" on our condensed consolidated balameets. As of March 31, 2014ve have accrued our estimate of probable losgelto a
unfavorable settlement of this matter recordedoimér liabilities" on our condensed consolidatethibee sheets. At this time, we believe
the likelihood we would incur a loss related tethmatter in excess of the amounts we have accsuetnote.

Other. The government has issued Form 1s for other magigestioning $38 milliorof billed costs. For these matters, the govern
previously paid $25 million and has withheld paymeh$13 million, which we have recorded in "claims and accountgeivable” on ot
condensed consolidated balance sheets. We haveedcour estimate of probable loss in "other li¢ib#i' on our condensed consolide
balance sheets. At this time, we believe thatiltedihood we would incur a loss related to this t@ain excess of the amounts we have acc
is remote.

We have other matters in dispute with the goverriméher in the COFC or before the ASBCA. Theséntsarepresent $12 milliom
claimed costs primarily associated with the piissugh of subcontractor claims associated witbranination for convenience in Irag. We h
accrued $2 million as our estimate of probable inssther liabilities" on our condensed consolathbalance sheets.

Audits

In addition to reviews being performed by the W8vernment through the Form 1 process, the negutisadministration and settlem
of our contracts, consisting primarily of DoD cats, are subject to audit by the DCAA, which servean advisory role to the DCMA. T
DCMA is responsible for the administration of owntracts. The scope of these audits include, artmgy things, the allowability, allocabil
and reasonableness of incurred costs, provisigraboaal of annual billing rates, approval of annoe¢rhead rates, compliance with the F
and Cost Accounting Standards (“CASEpmpliance with certain unique contract clauses aumits of certain aspects of our internal coi
systems. We attempt to resolve all issues idedtifieaudit reports by working directly with the D@Aand the Administrative Contracti
Officers ("ACOs").

As a result of these audits, there are risks thatwve have billed as recoverable costs may besssdeby the government to
unallowable. We believe our billings are in comptia with our contract terms. In some cases, we moayeach agreement with the DCAA
the ACOs regarding potentially unallowable costdclvimay result in our filing of claims in variouswrts such as the ASBCA or the L
COFC. We have accrued our estimate of potentiafigllawable costs using a combination of specifiinestes and our settlement r
experience with the government. As of March 31,20Wve have accrued $44 milli@s our estimate of probable loss as a reductidola@ms
and accounts receivable" and in "other liabilitiesi' our condensed consolidated balance sheetse Huoesued amounts are associated
years for which we have and do not have audit tep®We have received audit reports for 2004 thro2@f7 and 2009. We have not
received completed audit reports for 2008 or 20i@ugh 2012. Additionally, we have not reached greament with the government
definitive incurred cost rates after 2003.

We only include amounts in revenue related to digpuand potentially unallowable costs when we detez it is probable that su
costs will result in the collection of revenue. \@enerally do not recognize additional revenue fepated or potentially unallowable costs
which revenue has been previously reduced untileseh agreement with the DCAA and/or the ACOs shiah costs are allowable.

In addition to audits of our incurred costs, thegyoment also reviews our compliance with the easbunting standards ("CAS") ¢
the adequacy and compliance of our CAS disclostatersents. We are working with the government golke several outstanding alle
CAS non-compliance issues.
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Investigations, Qui Tams and Litigation
The following matters relate to ongoing litigationinvestigations involving U.S. government contsac

First Kuwaiti Trading Company arbitrationIn April 2008, First Kuwaiti Trading Company ("FKT®r "First Kuwaiti"), one of ot
LogCAP Il subcontractors, filed for arbitration tivithe American Arbitration Association of all itdaims under various LogCAP
subcontracts. First Kuwaiti sought damages in theunt of $134 million After completing hearings on all of FKTC's clainas arbitratio
panel awarded $16 millioto FKTC for claims involving damages on lost or emrned vehicles. In addition, we have stipulateat tve ow
FKTC $29 million in connection with fivether subcontracts. We have an agreement with FKIEE no damages will be paid until |
counterclaim is decided, but FKTC has now filed @tion with the arbitration panel to compel KBR taypall amounts outstanding. We
contesting this motion and a hearing has beenoseddptember 2, 2014. We believe any damages w#iynawarded to First Kuwaiti will
billable under the LogCAP Il contract. Accordinglwe have accrued amounts in "accounts payable™aier current liabilities" on o
condensed consolidated balance sheets and rela@ahés in "claims and accounts receivable” on amdensed consolidated balance st
for the amounts awarded to First Kuwaiti pursuanthe terms of the contract. We also have a cociaiar still pending for any funds \
should have to return or refund to the governmetihhé container litigation discussed above.

Electrocution litigation. During 2008, a lawsuit was filed against KBR intghurgh, PA, in the Allegheny County Common Pleasirt
alleging that the Company was responsible for actatal incident which resulted in the death ofadier. This incident occurred at
Radwaniyah Palace Complex near Baghdad, Irag. dlléged in the suit that the electrocution incideras caused by improper electr
maintenance or other electrical work. KBR deniest ks conduct was the cause of the event and sldegal responsibility. Plaintiffs &
claiming unspecified damages for personal injupatti and loss of consortium by the parents. On8\2012, the Court granted our moti
to dismiss, concluding that the case is barredhieyRolitical Question Doctrine and preempted byGloenbatant Activities Exception to
Federal Tort Claims Act. The plaintiffs appealedtie Third Circuit Court of Appeals. In August 2Q01Be Third Circuit Court of Appes
issued an opinion reversing the trial court's désal and remanding for further discovery and legliihgs. KBR filed its motion for reheari
en banc, which was denied, and we have filed aficapipn for writ of certiorari to the U.S. Suprer®urt. Four amicus briefs have been 1
in support of KBR's legal arguments. On June 18428e U.S. Supreme Court issued an order invitiegSolicitor General to file briefs in 1
electrocution litigation, expressing the views loé tUnited States as to KBR's pending applicatiensafit of certiorari. We anticipate the
briefs will not be filed until the fourth quartef 8014. At this time, we believe the likelihood wuld incur a loss related to this matte
remote. As of March 31, 2014 , no amounts have beerued.

Burn Pit litigation. From November 2008 through March 2013, KBR was estrwith over 50lawsuits in various states alleg
exposure to toxic materials resulting from the agien of burn pits in Iraq or Afghanistan in contiec with services provided by KBR unt
the LogCAP Il contract. Each lawsuit has multiplamed plaintiffs and seeks class certification. Tavesuits primarily allege negligen
willful and wanton conduct, battery, intentionalffliction of emotional harm, personal injury andlfae to warn of dangerous and tc
exposures which has resulted in alleged illnessesdntractors and soldiers living and working lie bases where the pits were operated
plaintiffs are claiming unspecified damages. Alltbé pending cases were removed to Federal Codrhame been consolidated for multi-
district litigation treatment before the U.S. Feddistrict Court in Baltimore, Maryland.

In February 2013, the Court dismissed the casensg&BR, accepting all of KBR's defense claims uidlthg the Political Questic
Doctrine; the Combatant Activities Exception to tederal Tort Claims Act; and Derivative Soverdigmmunity. The plaintiffs appealed to 1
Fourth Circuit Court of Appeals on March 27, 2008 March 6, 2014, the Fourth Circuit Court vacates order of dismissal and reman
this multidistrict litigation for further action, including euling on state tort law and its impact upon tl@otitractor on the Battlefiel
defenses. KBR has filed a petition for certioraiihwthe U.S. Supreme Court. Three amicus briefeHasen filed in support of KBR's le
arguments. On June 16, 2014 the U.S. Supreme @sud an order inviting the Solicitor General ite briefs in the burn pit litigatio
expressing the views of the United States as to 'KBRBnding applications for writ of certiorari. Vaeticipate these briefs will not be filed u
the fourth quarter of 2014. At this time we belidhe likelihood that we would incur a loss relatecthis matter is remote. As darch 31
2014 , no amounts have been accrued.

Sodium Dichromate litigationFrom December 2008 through September 2009, dases were filed in various Federal District Cc
against KBR by national guardsmen and other mylifm@rsonnel alleging exposure to sodium dichronaatihe Qarmat Ali Water Treatm
Plant in Iraq in 2003. The majority of the caseseme-filed and consolidated into tweases, with one pending in the U.S. District Céarrthe
Southern District of Texas and one pending in th®. District Court for the District of Oregon. Angle plaintiff case was filed on Noveml|
30, 2012 in the District of Oregon Eugene Divisi@ullectively, the suits represent approximately) individual plaintiffs all of which ar
current and former national guardsmen or Britiddisos
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who claim they were exposed to sodium dichromatéewgroviding security services or escorting KBRpayees who were working at 1
water treatment plant, claim that the defendantsakor should have known that the potentially tosibstance existed and posed a h
hazard, and claim that the defendants negligeatlgd to protect the plaintiffs from exposure. Taintiffs are claiming unspecified damag
The U.S. Army Corps of Engineers (“USACERas contractually obligated to provide a benige $iee of war and environmental hazi
before KBR's commencement of work on the site. Kigitfied the USACE within two days after discoveyithe potential sodium dichrom
issue and took effective measures to remediatsitee Services provided by KBR to the USACE wendar the direction and control of -
military and therefore, KBR believes it has adequigfenses to these claims. KBR also has asdgérdeolitical Question Doctrine and ot
government contractor defenses. Additionally, stadly the U.S. government and others on the eftdotxposure to the sodium dichron
contamination at the water treatment plant havadaw long term harm to the soldiers.

Texas Proceeding®©n August 16, 2012, the court in the case pendirthe U.S. District Court for the Southern DistiiétTexas Cou
denied KBR's motion to dismiss plaintiffs' clain@n August 29, 2012, the court certified its ordarimmediate appeal under 28 U.S.C. § 12¢
(b) to the U.S. Court of Appeals for the Fifth Qiitc and stayed proceedings in the District Coeriging the appeal. On November 28, 2
the Fifth Circuit granted KBR permission to app&ah November 7, 2013, a three judge panel of thertGeturned the case to the trial cc
holding the interlocutory appeal was improperlyrgea. We sought review by the entire court on dipimion which was denied. We have as
the trial court to stay the trial while we seekiesv by the U.S. Supreme Court. At this time we dogdi the likelihood that we would incur a |
related to this matter is remote. As of March 3112, no amounts have been accrued.

Oregon ProceedinggOn November 2, 2012 in the Oregon case, a junhénW.S. District Court for the District of Oregossued
verdict in favor of the plaintiffs on their claimand awarded them approximately $10 million in ataamages and $#&illion in punitive
damages. We filed poserdict motions asking the court to overrule thediet or order a new trial. On April 26, 2013, theurt ruled fo
plaintiffs on all issues except one, reducing thtaltdamages to $81 million which consists of $@iom in actual damages and $75 million
punitive damages. Trials for the remaining plafatih Oregon will not take place until the appedlgrrocess is concluded. The court issu
final judgment on May 10, 2013, which was consisteith the previous ruling. KBR timely appealed thding. Briefing is complete and o
arguments have not yet been scheduled by the obdditionally, five amicus curiae briefs have been filed in suppordwfarguments. O
basis for appeal include the trial court's denfalhe Political Question Doctrine, the Combat Aittes Exception in the Federal Tort Clai
Act, a lack of personal jurisdiction over KBR in€gon and numerous other legal issues stemmingtfieroourt's rulings before and during
trial. We have already filed proceedings to enfavoe rights to reimbursement and payment pursuaiité FAR under the Restore Iraqi
contract ("RIO contract") with the USACE as refered below.

In the U.S. Court of Appeals for the Ninth Circuite have also filed a motion for summary reverdahe court's decision on persa
jurisdiction due to a recently issued Supreme Cdadision which supports our position that the @regourt did not have jurisdiction of
case because KBR did not have contact with the.stat

At this time we believe the likelihood that we willtimately incur a loss related to this matteraésote. As of March 31, 2014nc
amounts have been accrued.

COFC Claims.During the period of time since the first litigatiavas filed against us, we have incurred legal reffecosts that v
believe are reimbursable under the related govemhoantract. We have billed for these costs andhauee filed claims to recover the associ
costs incurred to date. On November 16, 2012, Ve fa suit against the U.S. government in the @SFC for denying indemnity in t
sodium dichromate cases (the "First COFC clainThe RIO contract required KBR personnel to beginmkwnia Iraq as soon as the invas
began in March 2003. Due to KBR's inability to proe adequate insurance coverage for this work Sewretary of the Army approved
inclusion of an indemnification provision in the ®RIContract pursuant to Public Law 85-804. The FG&FC claim is for more than &
million in legal fees KBR has incurred in defendithgse cases and for any judgment that is issugidstKBR in the litigation. On Decemi
21, 2012, we also sent the USACE RIO Contractinfic®f a certified claim for $ 2&illion in legal costs associated with all of tredmirr
dichromate cases. The contracting officer declimeidsue a decision on the claim. Therefore on M#& 2013, we filed an additional claim
$23million in the COFC (the "Second COFC claim"). TR®OFC granted our request to treat this claim agedlto the previously mention
pending indemnity claim.

On March 7, 2014, the COFC issued a ruling on theegiment's motion dismissing KBR's claims on pdocal grounds. The decisi
does not prohibit us from resubmitting the claimshte contracting officer which we have done. Onildy 2014, we submitted a suppleme
certified claim to the RIO contracting officer fan additional $7 milliorin legal fees incurred in defending the sodium dhatate cases. (
June 9, 2014, we filed an appeal to the ASBCA dubé contracting officer's failure to issue a fidacision on these claims.
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Qui Tams. Of the active qui tams for which we are aware, gogernment has joined one of them (see DOJ FCA tmnp- Irac
Subcontractor below). We believe the likelihoodt thdoss has been incurred in the qui tams thergavent has not joined is remote and ¢
March 31, 2014 no amounts have been accrued. Costs incurregfémding the qui tams cannot be billed to the gowent until those matte
are successfully resolved in our favor. If sucadistesolved, we can bill 80% of the costs to fewernment under the controlling provisi
of the FAR. As of March 31, 2014 , we have incur$&dnmillion in legal costs to date in defendings®lves in qui tams.

Barko qui tamRelator Harry Barko was a KBR subcontracts adnriatst in Iraq for a year in 2004/2005. He filed & tam lawsuit il
June 2005 in the U.S. District Court for the Didtiof Columbia, alleging violations of the Falseai@is Act by KBR and KBR subcontract
Daoud & Partners and Eamar Combined for Generaliigaand Contracting. The claim was unsealed indWlaf 2009. Barko alleges tl
KBR fraudulently charged the government for thecpase of laundry facilities from Daoud, that KBRdo®aoud for the construction o
substandard man-camp, that Daoud double-billed K&Rabor, that KBR improperly awarded weltilling subcontracts to Daoud, and 1
Daoud charged excessive prices for these serviwesglid not satisfactorily complete them. Barko afleges fraudulent charges arising ot
Eamar’s well-drilling services.

The DOJ investigated Barko'allegations and elected not to intervene. KB&dfih Motion to Dismiss alleging that the complaira:
legally insufficient to state a case under the &&lkims Act and this motion was denied. KBR filesdAnswer to the First Amended Compl:
and a Motion for Summary judgment. On February®,4 Barko filed a Motion to Compel production efyleged investigative files, whic
KBR opposed. On March 6, 2014, in an unprecedeotgdion, the Court granted the motion and orderd&2RkKto produce the recort
thereafter also denying KBR'motions to stay the order and for interlocutqupeal. On March 12, 2014, KBR filed its Petitiom fdandamu
with the D.C. Circuit Court, seeking an order resieg the trial cours order of production. On the same day the CirCoitirt issued a st
order and requested briefing. An amicus brief wigsl fin support of KBRS legal arguments and the briefing process was lstetpin Apri
2014. A hearing on the mandamus was argued on MaQ14 and the matter is under consideration. tikoscheduled activity, including
ruling on KBR’s Motion for Summary Judgment, has been stayedipgice outcome of the mandamus. We believe thaifligod that we wi
incur a loss related to this matter is remote, thedefore as of March 31, 2014 we have not accamgdoss provisions related to this matter.

Chillcott qui tam.On November 21, 2011, KBR was advised of the pauisealing of a qui tam suit brought by a formeBR
employee, Karen Chillcott, in the U.S. District Gbfor the Central District of Illinois, Rock IsldnDivision, alleging that KBR committ:
fraud in billing the government for unallowable nildation and demobilization costs for LogCAP lihé IV personnel. Chillcott alleges t!
these costs are unallowable under Clause H-29eof tigCAP 11l Contract and Clause H-26 of the LogCAfPContract (the “Tour of Duty”
clauses). The government declined to intervenehis s$uit. Although this matter is in the early stagwe have been addressing is
surrounding the H-29 clause for several years. W/eral believe the complaint raises new factualéssWe believe that this case is defensible

The case was patrtially unsealed on September 1. 20he DOJ investigated Chillcattallegations and declined to intervene. On
28, 2013, KBR filed a Motion to Dismiss which wasnied on October 25, 2013. On February 20, 201Cihurt entered a scheduling ol
and discovery has begun in this case. Dispositigéans are to be filed by March 1, 2015, and, i€essary, trial will begin on July 21, 20
We believe the likelihood that we will incur a lagdated to this matter is remote, and thereforefddarch 31, 2014ve have not accrued &
loss provisions related to this matter.

DOJ False Claims Act complaint - Containertn November 2012, the DOJ filed a complaint in th&. District Court for the Cent
District of lllinois in Rock Island, IL, related tour settlement of delay claims by our subcontradt&TC, in connection with FKTC's provisi
of living trailers for the bed down mission in Irag20032004. The DOJ alleges that KBR knew that FKTC hashstted inflated costs; tt
KBR did not verify the costs; that FKTC had contwadly assumed the risk for the costs which KBRmsitted to the government; that Kl
concealed information about FKTC's costs from theegnment; that KBR claimed that an adequate @iaysis had been done when in
one had not been done; and that KBR submitted fdésms for reimbursement to the government in eation with FKTC's services duri
the bed down mission. Our contractual dispute with Army over this settlement has been ongoingest@5. We believe these sums v
properly billed under our contract with the Armydaare not prohibited under the LogCAP Il contrade strongly contend that no fraud \
committed. On May 6, 2013, KBR filed a motion temiss. In March 2014 the motion to dismiss wasatkrWe filed our answer on May
2014 and on May 23, 2014 the government filed aidfoto Strike certain affirmative defenses. We @watesting that motion and proceec
with discovery. At this time, we believe the likadiod that we would incur a loss related to thistaras remote. As of March 31, 2014c¢
amounts have been accrued.

DOJ False Claims Act complaint - Iraq Subcontractain January 2014, the DOJ filed a complaint in th&.WDistrict Court for th
Central District of lllinois in Rock Island, IL, ainst KBR and two former KBR subcontractors allegtihat thredormer KBR employees we
offered and accepted kickbacks from these subazintsain exchange for favorable treatment in
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the award and performance of subcontracts to bedadaduring the course of KBR's performance ofltbgCAP Il contract in Irag. Tt
complaint alleges that as a result of the kickbauks submitted invoices with inflated or unjustifisubcontract prices, resulting in alle
violations of the False Claims Act and the Anti-kback Act. While the suit is new, the DOJ's invgstion dates back to 2004. We self
reported most of the violations and tendered cseditthe government as appropriate. On April 22,42Qve filed our answer and on May
2014 the government filed a Motion to Strike certaffirmative defenses. We are contesting this omotAs of March 31, 2014 we hav
accrued our best estimate of probable loss relatexh unfavorable settlement of this matter readritke”other liabilities" on our condens
consolidated balance sheets. At this time, we belibe likelihood that we would incur a loss rethte this matter in excess of the amount:
have accrued is remote.

Other Matters

Claims. We have filed claims with the government relatech&yments not yet received for costs incurred umdeious governme
contracts. Included in our condensed consolidatdanioe sheets are claims for costs incurred uralgsus government contracts totalifg4<
million at March 31, 2014 These claims relate to disputed costs and/oracistwhere our costs have exceeded the govermsnfientled valu
on the task order. We have $115 million of claimisnarily from deebligated funding on certain task orders that vadse subject to Form
relating to certain DCAA audit issues discussedvaboWe believe such disputed costs will be resblire our favor at which time tl
government will be required to obligate funds frappropriations for the year in which resolution wrsc These claims are recorded in "cle
and accounts receivable" on our condensed congadidzalance sheets. Of the remaining claims bal@fic$129 million , $122 millioris
recorded in "claims and accounts receivable" amrdrémaining is recorded in "CIE" on our condensedsolidated balance sheets. Tt
claims represent costs for which incremental fugdspending in the normal course of business alwitly specific items listed above. T
claims outstanding at March 31, 2014 are considerdé® probable of collection and have been presljorecognized as revenue.

Note 11. Other Commitments and Contingencies

Litigation and regulatory matters related to the @pany’s restatement of its 2013 annual financiabgtments

After the Company announced it would be restat®3 annual financial statements, two complaingsevfiled in the federal distr
court for the Southern District of Texas seekingsslstatus for our shareholders and alleging dasnagéheir behalf arising from the mat
giving rise to the restatement. The named defesdarg the Company, our former chief executive effiand our current and former ct
financial officers. These matters are at a veryyestage, with norspecific allegations and with no lead plaintiff ytosen; therefore, we i
not able at this time to determine the likelihoddioss, if any, arising from these matters.

In addition, a shareholder derivative complaint baen filed in the federal district court for theughern District of Texas on behalf
the Company naming all of our directors, past amdent, as defendants and the Company as a noseifgsddant. This matter is at a very e
stage and so we are not able at this time to d@terthe likelihood of loss, if any, arising fromgimatter.

We have also received requests for information fthenSecurities Exchange Commission as part offammal inquiry seeking to bett
understand the matters resulting in the restatemmfeatir 2013 annual financial statements. We allg fiooperating with the Commission
ensure they receive the information they have rsigade

Foreign Corrupt Practices Act (“FCPA”") Investigatios

In February 2009, KBR LLC, entered a guilty pleavtolations of the FCPA in the United States DittiCourt, Southern District
Texas, Houston Division, related to the Bonny Idlamvestigation. The plea agreement reached wighX®J resolved all criminal charge:
the DOJ5 investigation and called for the payment of enaral penalty. In addition, we settled a civil erfement action by the U.S. Securi
and Exchange Commission. We also agreed to a pefipdobation for a thregear period that ended on February 17, 2012, aftech the
monitor certified that KBR’s current anterruption compliance program has been appropyiatebigned and implemented to ensure ft
compliance with the FCPA and other applicable aatiruption laws.

In February 2011, M.W. Kellogg Limited (“MWKL") redned a settlement with the U.K. Serious Fraud ©fffiSFO”)in which the SF(
accepted that MWKL was not party to any unlawfuhdoct and assessed a civil penalty. The settleteemts included a full release of
claims against MWKL, its current and former parenmpanies, subsidiaries and other related pantiglsiding their respective current
former officers, directors and employees with respe the Bonny Island project.
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On March 18, 2013, we received a letter from thec&h Development Bank Group ("ADBG") stating thag in the process of open
a formal investigation into corruption related toetBonny Island project discussed above. We hateresh into a Negotiated Resolut
Agreement with the ADBG that includes a financiahplty equivalent to approximately $6.6 millionf,wehich $0.3 millionhas been paid a
the remainder is in progress, having been delayeitiag approval from the National Bank of Ethiopile have also agreed to a thrgea
debarment from ADBG-sponsored contracts of thregtine Madeira, Portugal-based companies that KBRi&s thregoint venture partne
used to participate in the Bonny Island project.

PEMEX and PEP Arbitration

In 1997 and 1998, we entered into theeatracts with PEP, the project owner, to buildsbéfre platforms, pipelines and related struc
in the Bay of Campeche, offshore Mexico. PEP is pfPEMEX, the national oil company of Mexico. Ttigee contracts were known as E
1, EPC 22 and EPC 28. All three projects encoudtsignificant schedule delays and increased caststa problems with design work, |
delivery and defects in equipment, increases ipas@nd other changes. During 2008, we were suedeasditigating and collecting on val
international arbitration awards against PEP orBRE 22 and EPC 28 projects.

EPC1

U.S. Proceeding$?EP took possession of the offshore facilities BCEL in March 2004 after having achieved oil prdiuncbut prior tc
our completion of our scope of work pursuant to ¢batract. As a result of the ensuing dispute, il ffor arbitration with the Internatior
Chamber of Commerce ("ICC") in 2004 claiming reagvef damages of approximately $323 millitor the EPC 1 project. PEP subseque
filed counterclaims totaling $157 million . In Denber 2009, the ICC ruled in our favor, and we wenarded a total of approximatehs5]
million including legal and administrative recovdaes as well as interest. PEP was awarded appatedyn$6 millionon counterclaims, pli
interest on a portion of that sum. In connectiothvhis award, we recognized a gain of $117 millet of tax in 2009.

Our collection efforts have been ongoing and havelved multiple actions. On November 2, 2010, eeeived a judgment in our fay
in the U.S. District Court for the Southern Distrad New York to recognize the award in the U.Sapproximately $356 millioplus Mexical
value added tax and interest thereon until paid® Rittiated an appeal to the U.S. Court of Appdaisthe Second Circuit. On February
2012, the Second Circuit issued an order remantii@gase to the District Court to consider if tieeigion of the Collegiate Court in Mexi
described below, would have affected the trial teuuling. The District Court Judge held a thresy dhearing on April 1012, 2013 to he;
evidence about the Collegiate Court decision, whithulled the arbitration award and about whetreehave a full and fair remedy in Mexico.

Both parties filed briefs and hearings were coneldidt May, July and September 2012 at which tingentiatter was put on informal s
and KBR was ordered to file suit in Mexican count®rder to determine if such remedies were, in, facailable. As requested by the Dist
Court, we filed suit in Mexico on November 6, 20it2the Tax and Administrative Court. On December2@12, the Mexican Tax a
Administrative Court decided not to admit the laisand the suit could not proceed.

On August 27, 2013, the District Court entered edepstating it would confirm the award even thoiigihad been annulled in Mexi
On September 25, 2013, the District Court entehedsigned final judgment of $465 millido be recovered, which includes the orig
confirmation of the arbitration award and approxieia$106 millionfor performance bonds discussed below, plus intefée judgment als
requires that each party pay value added tax oratheunts each has been ordered to pay. PEP fitediee of appeal to the U.S. Courl
Appeals for the Second Circuit on October 16, 2848 posted security for the judgment pending apdéde case is now on appeal before
U.S. Court of Appeals. Briefing is now closed anelave awaiting scheduling of oral argument.

Mexico Proceeding®EP's attempt to nullify the award in Mexico wagcted by the Mexican trial court in June 2010. Righ filed a
“amparo” action on the basis that its constitutional righ&sl been violated and this action was denied bymexgican court in October 20
PEP subsequently appealed the adverse decisiortheitlCollegiate Court in Mexico on the grounds tinet arbitration tribunal did not he
jurisdiction and that the award violated the puldider of Mexico. Although these arguments weresgméed in the initial nullification al
amparo action, and were rejected in both caseSgptember 2011, the Collegiate Court ruled that,REPadministratively rescinding t
contract in 2004, deprived the arbitration paneljwfsdiction thereby nullifying the arbitration and. The Collegiate Court's decisior
contrary to the ruling received from the ICC aslvad the other Mexican courts which have denied'®Eepeated attempts to nullify
arbitration award. We also believe the Collegiaten€s decision is contrary to Mexican law goveghaontract arbitration. However, we do
expect the Collegiate Court's decision to affeat ability to ultimately collect the ICC arbitratioaward in the U.S. due to the posting
security for the judgment pending appeal and sicgnit assets of PEP in the U.S.
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Luxembourg Collection Proceedings.2013, we petitioned the Luxembourg court to éssuo seizure orders on the assets of PEI
PEMEX that have been served on a number of barksiancial institutions in that country, as weibeé these institutions may have PEP
PEMEX assets that are subject to seizure whichdcbelused to satisfy our award. However under Lupamg procedure, we will not find ¢
the value of the seized assets until the proceddinglidated, which will take several months. Tinst seizure order is for the New York aw
confirmation; the second seizure order is for tadgrmance bonds payment discussed below. PEPEBKER contested the first seizure or
and the matter was heard on May 27, 2013 where plagition to lift the seizure order was denied PP&nd PEMEX filed an appeal and
December 18, 2013, the Luxembourg Court of Appstdsed it was dissolving the first seizure ordeailasf both PEP and PEMEX. T
decision is being appealed to the Luxembourg Supr@ourt.

Concurrent with our filing of the seizure order, filed an action in Luxembourg seeking to enforte kCC award. In March 2013,
received an order from the Luxembourg court recziggi the award. On June 25, 2013, PEMEX and PH® fin appeal challenging
enforcement order. We are awaiting scheduling eftiearing on the appeal. We cannot begin the validgroceeding until the appea
concluded and this could take several months.

North American Free Trade Agreement ("NAFTA") Gdlten ProceedingsWe filed arbitration under NAFTA against Mexico i
asserted a claim to have our award paid. The ganage selected the arbitrators, a chairman hasrmeed and the first procedural order
been entered.

We will continue to pursue our remedies in the ULSixembourg and other jurisdictions where we daiee have assets which car
used to pay the award.

Performance Bonds

In connection with the EPC 1 project, we had appnaxely $80 millionin outstanding performance bonds furnished to PERnths
project was awarded. The bonds were written by a@idd@ bond company and backed by a U.S. insuraoogany which is indemnified |
KBR. As a result of the ICC arbitration award ind@eber 2009, the panel determined that KBR hadpedd on the project, and we beli
recovery on the bonds by PEP was precluded by @@ Award. PEP filed an action in Mexico in Junel@(gainst the Mexican ba
company to collect the bonds even though the atimtr award determined the limited amounts to bd faPEP on their counterclaims :
offset those claims against the award in favor BRK

After multiple proceedings in various Mexican caynve paid $108 million (which includes the $108lion discussed above argP
million in legal and banking fees) on June 17, 2013 folgwé demand for payment which includes principateriest and expenses to
Mexican bond company. On June 21, 2013, we filsdgplemental writ in Luxembourg to cover the ameysdid to the bonding company
the performance bonds. That writ was granted andedeon Luxembourg banks. PEP and PEMEX have rdfseevice in Luxembourg and
are currently serving that writ on PEP and PEMEMKcS8 the decision by the Luxembourg Court of Appedibsolved the first writ as
PEMEX, we have lifted the second writ as to PEMEKe second writ remains in effect as to PEP.

On September 25, 2013, the U.S. District Courtlier Southern District of New York entered the sifjfieal judgment which include
the amount paid on the bonds plus interest. Wepmilue reimbursement of the sums paid in the ctueeforcement action in the U.S. Dist
Court for the Southern District of New York, theucts of Luxembourg, or by our recently filed NAFB#bitration seeking to recover the ba
as an unlawful expropriation of assets by the gowent of Mexico.

Consistent with our treatment of claims, we hawwréed $401 milliorin claims and accounts receivable as we belieigegtobable w
will recover the amounts awarded to us, includimgriest, expenses and the amounts we paid on tisbBEP has sufficient assets in the
and Luxembourg, which we believe we will be ablatmch as a result of the recognition of the I€tation award. Although it is possil
we could resolve and collect the amounts due fr&@R B the next 12 monthsve believe the timing of the collection of theaad is uncertail
therefore, consistent with our prior practice, &March 31, 2014 we continue to classify the amount due from PREluding the amoun
paid on the performance bonds as long term.

ENI Holdings, Inc. (the Roberts & Schaefer Company)

On December 21, 2010, we completed the acquis@fob00% of the outstanding common shares of ENIdihgls, Inc. (“ENI”). ENI
was the parent to the Roberts & Schaefer Compamyivately held EPC services company acquired bynu®d010. The purchase price \
$280 million plus estimated working capital of $ifllion which included cash acquired of $8 milliorThe total net cash paid at closing
$289 million is subject to an escrowed holdbackoAMarch 31, 2014 , the remaining escrowed holélveas $25 millionand primarily relate
to security for indemnification obligations.
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Delaware Litigation.KBR withheld the $25 milliorin escrow due to KBR's claims under the indemniiiaza provisions of the stos
purchase agreement. In December 2012, ENI filethauit in Delaware Chancery Court alleging KBR i®mgfully withholding the escrow:
funds. KBR filed a counterclaim for indemnity arddd under the terms of the stock purchase agraeimevarch 2013, ENI filed a motion
dismiss. The Court denied in part ENI's motion tendss KBR's counterclaims in their entirety. These is proceeding and expected t
schedule for trial in mid-2015.

Working Capital Arbitration.Due to several disputed items related to the cafimr of working capital, a working capital arbtican
proceeding was initiated by KBR and ENI pursuanthte terms of the stock purchase agreement. KBRdatke Delaware court to stay
working capital arbitration pending the outcometaf litigation but the court denied our requeste TWorking capital arbitration took place
December 2013. A determination was issued in Fepr2@14 indicating ENI was entitled to a workingpital adjustment of approximatt
$2.4 million, which is less than the amount to which ENI clairtieey were entitled. This payment was made to iBNhe first quarter of 201
We consider this matter concluded.

Note 12. Transactions with Former Parent

In connection with our initial public offering in d&¢ember 2006 and the separation of our business Halliburton, we entered in
various agreements, including, among others, aanasparation agreement, transition services agmetsrand a tax sharing agreem
Pursuant to our master separation agreement, veeégo indemnify Halliburton for, among other medfeast, present and future liabili
related to our business and operations. We ageegiémnify Halliburton for liabilities under vats outstanding and certain additional ci
support instruments relating to our business andidbilities under litigation matters related tordousiness. Halliburton agreed to indemnif
for, among other things, liabilities unrelated tar dusiness, for certain other agreed mattersimglad the investigation of FCPA and rele
corruption allegations for the Barracuda-Caratipgeject and for other litigation matters relatedHalliburton’s business. See Note dr
further discussion on the FCPA and related coromptillegations. Under the transition services agesds, Halliburton provided varic
interim corporate support services to us and weiged various interim corporate support servicesiatliburton. The tax sharing agreenr
provides for certain allocations of U.S. income liakilities and other agreements between us arlibdeion with respect to tax matters.

During the fourth quarter of 2011, Halliburton piged notice and demanded payment for $256 milliat it alleged we owed under
tax sharing agreement for various other talated transactions pertaining to periods prioodo separation from Halliburton. We believe
the master separation agreement precludes the @fithis claim.

On July 3, 2012, KBR requested an arbitration paeelappointed to resolve certain intercompany ssrésing under the mas
separation agreement before issues in dispute uhddax sharing agreement were submitted to te@gaated accounting referee as prov
for under the terms of the tax sharing agreem&e. believe these intercompany issues were settlddeleased as a result of our separ
from Halliburton in 2007. Halliburton subsequendiyallenged the arbitration panel's jurisdiction rotrés dispute in Texas State Court.
Texas State Court denied Halliburton's requestHaitiburton filed an appeal which is awaiting a idém.

In May 2013, an arbitration hearing was held onrttadters related to the master separation agree®@eniune 24, 2013 the arbitrai
panel ruled that claims brought by Halliburton agaikKBR under the tax sharing agreement were reduiv have been brought before
arbitration panel within twgears of the date the claim arose or would readpitetye been discovered by the claimant and theaptrties wel
to return to the accounting referee within thidgys for determination of the remaining claims urtle tax sharing agreement. The remai
tax-related issues in dispute were referred t@tmounting referee as provided for under the tertise tax sharing agreement.

On October 9, 2013, the accounting referee issuszhart stating that KBR owed Halliburton approxtaig $105 millionwith eacl
party bearing its own costs related to the matisra result, we increased our tax provision by #88on , reduced Paid-in capital b7
million and recognized a deferred tax asset of ®#8on for available foreign tax credits. KBR has filedration requesting the Texas S
Court to confirm the ruling and Halliburton hasgesded requesting that the ruling be vacated. Boesibn on these motions is pending. A
March 31, 2014 , we have recorded $106 mill@our "Payable to former parent" on our condergetsolidated balance sheets, which is n
$22 million awarded to KBR by the accounting reéere

As discussed above, the arbitration panel had feavéral of Halliburton's unspecified claims totimee barred. On January 16, 2C
we asked this arbitration panel to determine if ahidalliburton’s claims submitted to the referegrevtime barred and to correctly interpret
relevant agreements. On March 14, 2014, the atibitrgpanel ruled that it no longer had jurisdictitsm hear this dispute and that a 1
arbitration demand was required. We intend to tuistianother arbitration proceeding once the T&@srt of Appeals rules on Halliburto
challenge to the arbitration panel's jurisdiction.
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Barracuda-Caratinga Project Tax Dispute

In June 2000, we entered into a contract with Baida & Caratinga Leasing Company B.V. ("BCLC"), fireject owner and claima
to develop the Barracuda and Caratinga crude loiffievhich are located off the coast of Brazil.rBletas is a contractual representative
controls the project owner. In November 2007, wecexed a settlement agreement with the project ptengettle all outstanding project iss
except for the bolts arbitration discussed below.

In March 2006, Petrobras notified us they had sttlechia claim to arbitration of $220 milligrius interest for the cost of monitoring i
replacing defective stud bolts and, in additiohphthe costs and expenses of the arbitratioruitioly the cost of attorney&es. The arbitratic
was conducted in New York under the guidelineshaf United Nations Commission on International Trad&. In September 2011, 1
arbitration panel awarded the claimant approxiny$&©3 million .

In January 2013, Halliburton paid $219 millido the claimant in payment of the award plus irgei@nd the matter is conside
concluded. We believe the arbitration award todbetrs is deductible by KBR for tax purposes andrdemnification payment will be treal
by KBR for tax purposes as a contribution to cdmited accordingly is not taxable. In 2011 and 2042 recorded discrete tax benefits$afl
million and $8 million, respectively. We have reviewed this matter imtligf the direct payment by Halliburton to BCLC aitsl public
announcement that they have recorded a tax bep&fted to this transaction. Based on advice fromside legal counsel, we have determ
that it is more likely than not that we are thepg@otaxpayer to recognize this benefit althoughuhéerlying uncertainties with respect to
tax treatment of the transaction may ultimatelylemalternate outcomes.

Note 13. Shareholders’ Equity

The following tables summarize our activity in sttaolders’ equity:

Retained Treasury

Millions of dollars Total PIC Earnings Stock AOCL NCI

Balance at December 31, 2013 $ 243¢ $ 2,06t $ 1,74¢ $ (610) $ (740) $ (24)
Share-based compensation 5 5 — — — —
Common stock issued upon exercise of stock options 4 4 — — — —
Tax benefit increase related to share-based plans 1 1 — — — —
Dividends declared to shareholders (12 — (12 — — —
Repurchases of common stock (56) — — (56) — —
Issuance of ESPP shares 2 — — 2 — —
Distributions to noncontrolling interests (19 — — — — (19
Net income (loss) (20 — (43 — — 23
Other comprehensive income, net of tax 17 — — — 17 —
Balance at March 31, 2014 $ 2361 $ 207t $ 169 $ (664 $ (723) $ (20

Retained Treasury

Millions of dollars Total PIC Earnings Stock AOCL NCI

Balance at December 31, 2012 $ 2511 % 2,04¢ $ 1,70¢ $ (60€) $ (610 $ (32)
Share-based compensation 4 4 — — — —
Common stock issued upon exercise of stock options 3 3 — — — —
Repurchases of common stock (6) — — (6) — —
Issuance of ESPP shares 2 — — 2 — —
Distributions to noncontrolling interests (12) — — — — (12)
Net income 97 — 88 — — 9
Other comprehensive (loss), net of tax D — — — (D) —
Balance at March 31, 2013 $ 259 $ 205 $ 1,797 $ (610 $ (611) $ (33)
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Accumulated other comprehensive loss, net of tax

Millions of dollars

Accumulated CTA, net of tax of $3 and $27

Accumulated pension liability adjustments, netaf of $(218) and $(201)
Accumulated unrealized losses on derivatives, hieboof $0 and $0
Total accumulated other comprehensive loss

Changes in accumulated other comprehensive loss,afdax, by component

March 31,
2014 2013
$ (122) $ (95)
(599) (519
&) &)

$ (729 $ (611)

Accumulated Accumulated
pension liability unrealized losses
Millions of dollars Accumulated CTA adjustments on derivatives Total
Balance at December 31, 2013 $ (131) $ (60¢) $ Q ¢ (740
Other comprehensive income adjustments beforessiitzations 9 1 (1) 9
Amounts reclassified from accumulated other comgmsive income — 8 — 8
Balance at March 31, 2014 $ (122) $ (599 $ 2 3 (723%)
Accumulated Accumulated pension Accumulated unrealized
Millions of dollars CTA liability adjustments losses on derivatives Total
Balance at December 31, 2012 $ 88 $ k521 $ @ $ (610)
Other comprehensive income adjustments
before reclassifications 8 — (D] 9
Amounts reclassified from accumulated
other comprehensive income 1 7 — 8
Balance at March 31, 2013 $ 95 $ (519 $ 2 3 (617

Reclassifications out of accumulated other comprebBie loss, net of tax, by component

Three Months Ended March 31,

Affected line item in the Condensed Consolidated 8tements of

Millions of dollars 2014 2013 Income
Accumulated CTA
Realized CTA $ — 3 (1) Loss (gain) on disposition of assets, net
Tax expense — — Provision for income taxes
Net CTA realized $ —  $ (1) Net of tax

Accumulated pension liability adjustments

Amortization of actuarial loss (a) $ 11 $ (9) See (a) below
Tax benefit 3 2 Provision for income taxes
Net pension liability adjustment realized $ (8 $ (7) Net of tax

(a) This item is included in the computation of petiodic pension cost. See Note 8 for furtherwis@on.
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Note 14. Share Repurchases

On February 25, 2014, our Board of Directors aitear a plan to repurchase up to $350 millafnour outstanding common shal
which replaces and terminates the August 26, 2@atesrepurchase program. The authorization doeshbigfate the company to acquire
particular number of common shares and may be comewe suspended or discontinued without prior eotithe newly authorized sh
repurchase program operates alongside the existiage maintenance program which we may use to ¢hase shares vesting as pal
employee compensation programs. The share rep@ztaas intended to be funded through the compaoyirent and future cash and
authorization does not have an expiration date. fEide below presents information on our share ngase activities under the sk
repurchase authorization.

Millions of dollars 2014

Authorization amount $ 35C
Repurchases under the Authorization of 1,570,346eshat the average price of $27.70 43
Remaining authorization amount as of March 31, $ 307

In addition to the shares repurchased under thdynauthorized share repurchase program, we alsot 3 millionto repurchas
shares under the existing share maintenance program

Subsequent to March 31, 2014, we spent an additi8t million to repurchase 1,409,275 shares atatterage price of $26.7del
share. As of April 16, 2014, we have repurchaséata of 3,436,521 shares at the average price2@f2R per share for a total $94 million
and have made no share repurchases subsequedit diaté.

Note 15. Income (loss) per Share

Basic income (loss) per share is based upon thghtesl average number of common shares outstandinggdthe period. Dilutiv
income (loss) per share includes additional comstares that would have been outstanding if pofectimmon shares with a dilutive eff
had been issued using the treasury stock method.

A reconciliation of the number of shares used ffierbasic and diluted income per share calculai®as follows:

Three Months Ended March 31,

Millions of shares 2014 2013

Basic weighted average common shares outstanding 14¢€ 147
Stock options and restricted shares — 1

Diluted weighted average common shares outstanding 14¢€ 14¢

For purposes of applying the tvatass method in computing earnings per share, thhere no net earnings allocated to particip:
securities for the three months ended March 314201 $0.3 million , or a negligible amount perrsh#or the three months enditharch 31
2013 . The diluted earnings per share calculationndt include 1.8 million and 1.2 million antidilue weighted average shares foree
months ended March 31, 2014 and 2013 , respectively

Note 16. Recent Accounting Pronouncements

On May 28, 2014, the FASB issued Accounting Stassl&ipdate ("ASU") No. 20189, Revenue from Contracts with Customers.
ASU supercedes the revenue recognition requirermamdgecounting Standards Codification 605 - ReveRexognition and most industry-
specific guidance throughout the Codification. Bkendard requires that an entity recognizes revandepict the transfer of promised good
services to customers in an amount that refle@sctinsideration to which the company expects teriitled in exchange for those good
services. This ASU is effective on January 1, 2@hd should be applied retrospectively to each préporting period presented
retrospectively with the cumulative effect of iaity applying the ASU recognized at the date ofi@hiapplication. We are in the proces:
assessing the impact of the adoption of ASU 2094n our financial position, results of operatiansash flows. We have not yet select
transition method nor have we determined the effétite the standard on our ongoing financial répgr

On January 24, 2014, the FASB issued ASU No. AT8,4Service Concession Arrangements. A service eésgion agreement is
arrangement between a pubdieetor entity and an operating entity under whiagh dperating entity operates the grantor's infuattre. Thi
ASU specifies that an operating entity should natoant for a service concession arrangement withénscope of this ASU as a leas
accordance with ASC 840 - Leases. An operatindyesttiould refer to other ASUs as
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applicable to account for various aspects of aisergoncession arrangement. The amendments alsdyspg®t the infrastructure used il
service concession agreement should not be recmyjmiz property, plant and equipment of the opeyatitity. The amendments in this A
are effective using a modified retrospective apphd@r annual reporting periods beginning after &aber 15, 2014 and interim periods wi
those annual periods. The adoption of ASU 20%4s not expected to have a material impact onfinancial position, results of operation:s

cash flows.
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Item 2. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations
Introduction

The purpose of management’s discussion and angN4i3&A”") is to disclose material changes in our financialdition since the ma
recent fiscal yeaend and results of operations during the currestiafiperiod as compared to the corresponding p@fidtkde preceding fisc
year. The MD&A should be read in conjunction witfe icondensed consolidated financial statementsermmpanying notes and to 2012
Annual Report on Form 10-K/A.

Executive Overview
Business Reorganizatio

During 2013, we reorganized our business to bstere our customers, improve our organizationatieficy and achieve future grov
objectives. In order to attain these objectives,separated our Hydrocarbons reportable segmentwidcseparate reportable segments,
Monetization and Hydrocarbons, such that now weeshavotal of five reportable segments: Gas MongétimaHydrocarbons, Infrastructu
Government & Power ("IGP"), Services and Other.Eggportable segment, excluding Other, is led tgeparate Segment President
reports directly to our Chief Operating Decision Kda ("CODM"). We have revised our business segmepbrting to reflect our curre
management approach and recast prior periods forroro the current business segment presentation.

The five business segments are consistent withreporting under Financial Accounting Standards Bo@FASB") Accountin
Standards Codification ("ASC") 280 - Segment Répgrand are described below.

Business Environmen

Demand for our services depends primarily on tlellef capital expenditures in our market sectetsich is driven generally by glot
and regional economic growth and more specifidaylthe demand for energy products. We see teng-growth in energy projects, includ
demand for related licensed process technologfeshyave oil and gas production, refining, chemicglstrochemicals and fertilizers. Upstre
and downstream investment plans are advancingsioureerich areas such as North America, the Middle ERsSsia, Asia, Australia, t
North Sea and East and West Africa. Each of tiiesels lends to our particular capability to delilerge projects in remote locations
austere environments.

Gas Monetization. Our Gas Monetization business segment designs amstracts liquefied natural gas ("LNG") and gadidoids
("GTL") facilities that allow for the developmenh@ transportation of energy resources around thédwid/e provide our customers with a-
range of services from front-end engineering thioemgineering, procurement and construction ("EP€8mmissioning and staump for
world-class LNG and GTL projects, along with solutionmted to advancing gas processing developmentpetgrit design and innovat
construction methods.

Gas Monetization is actively pursuing new LNG pmrsp but is not expecting an EPC award on thesgppots until 2015 or beyot
The new projects for LNG liquefaction and GTL f#@ls tend to be located near large natural gasuress, in many cases remote from
user markets. World LNG demand growth is projettesiupport a number of new projects and capacitesions. The current growth in st
gas production in North America has led to a nundfenajor LNG project developments where we arekivay in early contract phases on
United States Gulf Coast and Western Canada. VWecalstinue to pursue EPC opportunities for new LiNGjects in East Africa and Russic
well as capacity expansions at existing LNG fadetitin Asia and Australia.

Hydrocarbons.Our Hydrocarbons business segment provides servaneging from pre-feasibility studies and frame engineerir
design ("FEED") through to construction and commisisig of process facilities in a variety of remaed developed locations around
world. We design and construct oil and natural grasluction facilities including fixed and floatinpdatforms, and floating liquefied natural |
facilities. In addition, we provide specialty coftsyg services that include field development séisdiand planning, structural integ
management and proprietary designs for ship and sebmersible hulls. We also license technology angige basic engineering and des
packages for highly efficient differentiated pragiery process technologies related to the oil amsl gefining, chemicals, petrochemi
biofuels, fertilizers, coal gasification and syngaarkets.

Abundant shale gas supplies and the resulting las/ mrices in North America have been driving rereiwerest in petrochemic
project investments. We continue to be engagezhity-stage activities, FEED work and EPC projects, zitiy our process technologies
projectdelivery skills reflecting this renewed interestdawe expect the global hydrocarbons markets toimoatto improve in 2014 wi
energy demand driven by long-term global GDP growth
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Infrastructure, Government & Power.Our IGP business segment designs and executesctsrdj@r industrial, commercial a
governmental agencies worldwide. These projectgadrom basic deliverables to complex infrastruetimitiatives including aviation, roe
rail, maritime, water, wastewater, and pipelinejgets. Our capabilities include operations, maiater, logistics and field support, facili
management and border security, and design or Beitdices. Our suite of services includes projeahagement, construction managen
training, and visualization software, as well agieaering, construction and project managemenices\across the world.

Industries served by this segment include supportife U.S. and United Kingdom ("U.K.") governmeperations in Iraq, Afghanist
and other regions, as well as diverse infrastrectoarkets including transportation and water faedj and industrial markets including elec
power generation, mining, minerals and other indaistlients. We continue to believe opportunitiesour services are growing with ndhS
governments and with electric power generating comgs investing in new natural géied power generation plants in the U.S. and/ojqumt:
to improve air emissions at existing coal-fired powlants.

On January 1, 2014, we reorganized four of the fimgorting units in the Infrastructure, Governmantl Power ("IGP") busine
segment into three geographic-based units. Thisgamization allows the IGP business segment to Sfoitsi full-scope engineerin
procurement, construction and defense servicebeiots on a more local level. Information relatitogour reorganization is described in Nate
to our condensed consolidated financial statements.

Services.Our Services business segment delivers directdorestruction and construction management for stdode constructic
projects in a variety of global markets as wellcasstruction execution support on all U.S. EPC guts. We provide module assem
fabrication and maintenance services, commissidsiagup and turnaround expertise worldwide toaabrvariety of markets including oil &
gas, petrochemicals processing, mining, powertrate energy, pulp and paper, industrial and matwfimg and consumer product industi
Our Services business segment also provides ghobiidtenance, onall construction, turnaround and specialty ses/iwbere today more th
90 locations have embedded KBR personnel that geodommercial general contractor services for ditutafood and beverac
manufacturing, health care, hospitality and eniemant, life science and technology and mixs@- building clients. Our Services busit
segment periodically works on projects with othesibess segments.

Other. Our business segment information has been preparaccordance with ASC 280Segment Reporting. Certain of our repor
units meet the definition of operating segmentstaioed in ASC 280 Segment Reporting, but individually do not meet thmntitativi
thresholds as a reportable segment, nor do they shanajority of the aggregation criteria with drest operating segment. These oper:
segments are reported on a combined basis as "Qthérinclude our Ventures and Technical Staffires®urces (formerly a part of Allsta
Technical Services) as well as corporate expenseisicluded in the operating segments’ results.

Ventures invests alongside clients in projects wlore or more of KBR' other business segments has a direct role inaoéay supply
engineering, construction, construction managemoergperations and maintenance. Project investmieae been made in business se
including defense equipment and housing, toll raaus$ petrochemicals. On an ongoing basis, the Coynpantinues to evaluate opportuni
for investment in government privatization, infrasture and hydrocarbon projects where other KBRiGes are expected to be utilized.

Overview of Financial Results

The financial results for the first quarter of 20didl not meet our expectations largely due to urpiformance in our Services ¢
Infrastructure, Government and Power business se3m®ur Gas Monetization business segment corditaeperform well while ot
Hydrocarbons business segment had a shift in thiegirmix resulting in an increase in lower marBRC projects compared to higher ma
technical services projects in the prior year. TB® business segmesttesults suffered from the lack of new bookingatipularly in its
domestic power business, and from charges relatitggacy commercial disputes where we have decideckrtain cases, to seek comme
resolution rather than rely on recovery through lggal process. The Services business segmeipe fabrication and module assen
business in Canada and its U.S. construction bssiseffered from project cost increases, whileftshore maintenance business in Me
had little revenue from two vessels being in drgldand out of contract during the first quarte26f4. These vessels have recently return
service and improved utilization is expected infiltere.
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As indicated in our Form 1B/A for the year ended December 31, 2013, one ef@lanadian pipe fabrication and module asse
contracts in our Services business segment is temservicesdype agreement that provides our client with tlght;i but not the obligation,
place new pipe fabrication and module assemblyrsrdetil 2017. We did not receive any new orderdeurthis agreement subsequent tc
quarter ending March 31, 2014.

The information below is an analysis of our cordatied results for the three months ended Marc2@14. See Results of Operation:

Business Segment below for additional informatiesaibing the performance of each of our reportabtgments.

Revenues Three Months Ended March 31,
2014 vs. 2013

Millions of dollars, except for percentages 2014 2013 $ %
Revenues $ 1,637 $ 1,82¢ $ (19€) (12)%

Consolidated revenues decreased $196 million 186 1to $1,633 million in the first quarter of 201#fom $1,829 millionin the sam
period of the prior year. This decrease was pripaliven by our Gas Monetization business segmelated to reduced volumes on a (
project in Nigeria and an LNG project in Algeriathgse projects were completed or neared compledi®nvell as a net reduction in acti
related to our LNG projects in Australia. In adulitj this decrease was also driven by base closunr@seduced headcount under the cor
supporting the U.S. military and the U.S. DeparthadrState in Irag as it came to a close on Marth2®14 in our IGP business segmen
well as declining construction volume due to thenptetion or neacompletion of several construction projects in th&. and Canada in ¢
Services business segment. This decrease wadlpantiaet by higher revenues in our Hydrocarbonsihess segment related to an increa
large EPC contracts for downstream ammonia, urdaetrylene projects utilizing natural gas feedstimckorth America.

Gross Profit Three Months Ended March 31,

2014 vs. 2013
Millions of dollars, except for percentages 2014 2013 $ %
Gross Profit $ 39 $ 15€ $ (117 (75)%

Consolidated gross profit decreased $117 million 75% , to $39 million in the first quarter of 2D1 from $156 millionin the sam
period of the prior year. This decrease was primatiributable to a decline in the volume of caunstion projects in the U.S. and Canada
losses of $41 milliordue to higher project costs on certain Canadiae faprication and module assembly and construgii@jects in oL
Services business segment, as well as under penficarin our IGP business segment.

General and Administrative Expenses Three Months Ended March 31,
2014 vs. 2013
Millions of dollars, except for percentages 2014 2013 $ %
General and administrative expenses $ (6C) $ 52 $ (8) (15)%

General and administrative expenses increased fi8Brmior 15% , to $60 million in the first quartef 2014 compared to $52 millidn
the same period of the prior year. The increasepsiagarily due to an increase of $6 million in ERf®ject expenses.

Interest Expense, net of Interest Income Three Months Ended March 31,
2014 vs. 2013
Millions of dollars, except for percentages 2014 2013 $ %
Interest expense, net of interest income $ 2 $ 2 $ Q) 10C%

Interest expense, net of interest income increagefil million , or 100% , to $2 million in the firguarter of 2014 , from $1 milliom
the same period of the prior year. This increase pvamarily attributable to interest on tax relat®ans under a tax sharing agreement recc
in "payable to former parent" on our condensed alidsted balance sheets. See NotddrZurther discussion related to our transactioith
our former parent.
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Foreign Currency Three Months Ended March 31,
2014 vs. 2013

Millions of dollars, except for percentages 2014 2013 $ %
Foreign currency losses $ 7 % 4 % 3) 75%

Foreign currency losses increased $3 million ,5%7 to $7 million in the first quarter of 2014roim $4 millionin the same period
the prior year. This increase was primarily attréle to volatility in foreign currency rates iretfirst quarter of 2014 .

Provision for Income Taxe:

Three Months Ended March 31,
2014 vs. 2013

Millions of dollars, except for percentages 2014 2013 $ %
Income before provision for income taxes $ 1 3 127  $ (12€) (99%
Provision for income taxes $ 1) $ (300 $ 9 (30)%

For the three months ended March 31, 2014 , wegrezed income before provision of income taxes bfndillion , compared 1
income of $127 million for the three months endedrdh 31, 2013 . The provision for income taxes §2& million and $30 milliorfor the
three months ended March 31, 2014 and 20f&spectively. The decline in the provision focdme taxes was principally driven by loy
taxable income, but was offs et by increased valnaillowance associated with olmsses recognized in our Canada pipe fabricatial
module assembly business during the three monthesdelarch 31, 2014 .

Information relating to the reconciliation betwesur effective tax rates for the three months erdadch 31, 2014 antarch 31, 201
to the U.S. Statutory federal rate is describeNate 9to our condensed consolidated financial statemémitsrmation regarding permaner
reinvested amounts is described in Note 3 to ondensed consolidated financial statements.

Net Income Attributable to Noncontrolling Interests Three Months Ended March 31,
2014 vs. 2013
Millions of dollars, except for percentages 2014 2013 $ %
Net income attributable to noncontrolling interests $ (23) % 9 $ (24) 15€6%

Net income attributable to noncontrolling interesisreased $14 million , or 156% , to $23 millionthe first quarter of 2014 , frof€
million in the same period of the prior year. This increaggrimarily as a result of additional fees redagd on approved man hours on
LNG project in Australia.
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Results of Operations by Business Segment

We analyze the financial results for each of oue fiusiness segments. The business segments pekaeatconsistent with our reporte
segments discussed in Note 2 to our condensed labatsd financial statements.

For purposes of reviewing the results of operatidgeoss profit" is calculated as business segma&renue less cost of revenue, wi
includes business segment overhead costs diratrilyugable to the business segment.

Three Months Ended March 31,
2014 vs. 2013

Millions of dollars 2014 2013 $ %
Revenue
Gas Monetization $ 40C $ 59t $ (195 (339)%
Hydrocarbons 452 34z 11C 32%
Infrastructure, Government and Power 337 39¢ (62 (16)%
Services 43¢ 47¢€ (45) (9)%
Other 11 15 (4 27n%
Total $ 1,63: $ 1,82¢ % (19¢) (11)%

Gross profit (loss)

Gas Monetization $ 95 3 88 $ 6 7%
Hydrocarbons 22 49 (27) (55)%
Infrastructure, Government and Power (20 19 (39 (205)%
Services (60) 11 (72) (645)%
Other 5 3 2 67 %
Labor cost not allocated to the business segments 3 (15) 12 80 %

Total $ 3 3 15¢ $ (117 (75)%

Equity in earnings of unconsolidated affiliates

Gas Monetization $ 1€ $ 10 $ 6 60 %
Hydrocarbons — — — — %
Infrastructure, Government and Power 9 8 1 13%
Services — 7 @) (100%
Other 6 5 1 20%
Total $ 31 8 3¢ $ 1 3%

(Loss) on disposition of assets $ — % 1 $ 1 10C %

Amounts not allocated to the business segments
General and administrative expenses $ (60) (52 (8) (15)%
Total operating income $ 1C 3 13z % (129) (92)%

0524
152
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Gas Monetization

Gas Monetization revenue decreased by $195 millimn33% , to $400 million in the first quarter 2014 compared to $595 millidn
the same period of the prior year primarily as sulteof reduced volumes on a GTL project in Nigeaxiad on an LNG project in Algeria,
these projects were completed or neared complefioere was also a net reduction in activity onlduG projects in Australia.

Gas Monetization gross profit increased by $6 onillj or 7% , to $95 million in the first quarter 2014 compared to $89 millian the
same period of the prior year primarily as a restithdditional fees recognized on approved mansoaran LNG project in Australia. Grt
profit for the first quarter of 2014 included a $3@lion net favorable settlement of certain claims on agefian LNG project. Gross profit 1
the first quarter of 2013 included costs saving$3d million on this Algerian LNG project.

Gas Monetization equity in earnings of unconsoédaaffiliates increased by $6 million , or 60% $b6 millionin the first quarter «
2014 compared to $10 milliom the same period of the prior year, primarily doencreased activity and overall project growth a LNC
project in Australia.

Hydrocarbons

Hydrocarbons revenue increased by $110 million32% , to $452 million in the first quarter of 20¢dmpared to $342 milliom the
same period of the prior year. This increase irenexe was primarily due new awards of large EPCraot# for downstream ammonia, urea
ethylene projects in North America, as well as pesg on a downstream ammonia EPC project in Nontlerica as it reached peak enginee
and continued to progress into the constructiorspha

Hydrocarbons gross profit decreased by $27 million 55% , to $22 million in the first quarter dd24 compared to $49 millicim the
same period of the prior year. This decrease isgpoofit was driven by a shift in the project mésulting in an increase in lower margin E
projects compared to higher margin technical sesviprojects in the prior year and an increase apgsal and overhead spending.
decrease was also driven by $9 millietated to close out cost and increased cost tlaientwo EPC projects in North America. In addit
gross profit declined $8 milliodue to lower margins on two Middle East techni@lies projects. Additionally, the first quarter 2012
included a $5 million favorable impact relatedtie tompletion of a license and engineering prafetizbekistan.

Infrastructure, Government and Powe

IGP revenue decreased by $62 million , or 16%$3®7 million in the first quarter of 2014 compateds399 millionin the same peric
of the prior year. This decline was driven by belesures and reduced headcount under the contrppbding the U.S. military and the U
Department of State in Iraq as it came to a clasévarch 31, 2014. There was also reduced activitypmjects in the infrastructure ¢
minerals markets affected by the continuing weakketaconditions in the Asia Pacific region as wal large projects nearing completiol
our other markets. These decreases were partifidlgtdy growth on an air quality control projectdaincreased activity on a wastednerg)
project in the U.S. as well as increased activitynaultiple contracts for the U.K. Ministry of Defem (“MoD”).

IGP gross profit decreased by $39 million , or 2058 a loss of $20 million in the first quarter2014 compared to gross profit $1¢
million in the same period of the prior year. The reducitiogross profit was driven by lower revenues ia tinst quarter of 2014 related to
completion of the large U.S. Military and the UlEpartment of State contract discussed above, hsagveeduced activity on projects in
infrastructure and minerals markets affected byctinuing weak market conditions in the Asia Raaegion. In addition, the reduction
gross profit was also driven by the recognitiorbdft millionin legal fees, settlements and reserves relatedniomber of legacy projects
well as award and base fees earned related todtfiteact supporting the U.S. military and the U.®&pBrtment of State in Iraq in the f
quarter of 2013 that did not reoccur in the firsader of 2014. Partially offsetting these reduasiovas improved profitability due to succes
contract management and efficiencies on the U.KDMoojects in Afghanistan, as well as overheadrggs/idue to restructuring and other
savings initiatives.

IGP equity in earnings in unconsolidated affiliatesreased by $1 million , or 13% , to $9 millionthe first quarter of 201dompared t
$8 million in the same period of the prior year. This incresae driven by higher margins from constructionvdti¢s on the U.K. joint ventu
for the U.K. MoD, patrtially offset by reduced volenas a result of the construction portion of onthefU.K. MoD projects in the U.K. neari
completion as scheduled.
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Services

Services revenue decreased by $45 million , or@%483 million in the first quarter of 2014 compate revenue of $478 milliom the
same period of the prior year. This change was gmilyndriven by declining construction volume dwethe completion or neaempletion o
several construction projects in the U.S. and Canpdrtially offset by increased activity in glolmhintenance projects and in Canadian
fabrication and module assembly projects.

Services gross profit decreased by $71 milliona toss of $60 million in the first quarter of 20édmpared to $11 milliom the sam
period of the prior year. This change was primadlifiven by a decline in the volume of constructnjects in the U.S. and Canada as we
losses of $41 milliordue to increases in estimated losses at completiocertain Canadian pipe fabrication and modulerabty projects
Additional project costs of $8 million due to schigldelays and liquidated damages were also repedmin construction projects in the U.S.

Services equity in earnings in unconsolidated iaffis, decreased $7 million in 20pdmarily due to vessels for MMM being out
contract during the first quarter of 2014. Thesgsed¢s have recently returned to service and improti&zation is expected in the future.

Other

Other revenue decreased by $4 million , or 27¥ the first quarter of 2014 compared to the s@®eod of the prior year, primar
driven by the loss of revenue due to the sale enfolurth quarter of 2013 of our external busindsatmat was formerly referred to as Allste
Technical Services. Gross profit increased by $iami, or 67%, in the first quarter of 2014 compared to the s@erod of the prior year a
was driven by improvements in gas supply pressadepgoductivity, related to the ammonia plant iryfg yielding an increase in sales ex|
volume despite a decrease in ammonia prices.

Changes in Estimates

Information relating to our changes in estimatedeiscribed in Note 2 to our condensed consolidittadcial statements.

Labor Cost not allocated to our Business Segments Three Months Ended March 31,

2014 vs. 2013
Millions of dollars, except for percentages 2014 2013 $ %
Labor cost not allocated to the business segments $ 3 % (15 $ 12 80%

Labor cost not allocated to our business segmeiesents costs incurred by our central labor asdurce departments net of
amounts charged to the business segments. Labtourmaesr-absorption was $3 million in the first gearf 2014 compared to undabsorptiol
of $15 million over the same period of the prior year. The deersess primarily due to a combination of increaskdrgeability, reduce
headcount and cost reductions, which included &oeolosure in North America.
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Services Business Segment Revenue by Market S

The Services business segment provides construotemagement, direttire construction and maintenance services to tsliém ¢
number of markets. We believe customer focus, titterio delivery and a diverse market presencettaekeys to our success in delive
construction and maintenance services. Accordirthly,Services business segment focuses on thessukegss factors. The analysis belo
provided to present the revenue generated by Ssrbigsiness segment based on the markets sermagl o§ovhich are the same sectors se
by our other business segments.

Three Months Ended March 31, 2014

Total

Business Revenue by

Segment Services Market
Millions of dollars Revenue Revenue Sectors
Gas Monetization $ 40C $ — 3 40C
Hydrocarbons 452 264 71€
Infrastructure, Government and Power 337 16¢ 50¢
Services 43¢ (439%) —
Other 11 — 11
Total KBR Revenue $ 1,63 $ — 3 1,63:

Three Months Ended March 31, 2013

Total

Business Revenue by

Segment Services Market
Millions of dollars Revenue Revenue Sectors
Gas Monetization $ 59t $ — 3 59t
Hydrocarbons 34z 252 59t
Infrastructure, Government and Power 39¢ 22t 624
Services 47¢ (47¢) —
Other 15 — 15
Total KBR Revenue $ 1,82¢ $ — 3 1,82¢

Backlog of Unfilled Orders

Backlog generally represents the dollar amounteseEnue and our pnata share of work to be performed by unconsolaigtént
ventures we expect to realize in the future assalref performing work on contracts. We generatiglude total expected revenue in bacl
when a contract is awarded under a legally bindioghmitment. In many instances, arrangements indluide backlog are comple
nonrepetitive in nature and may fluctuate dependimgestimated revenue and contract duration. Weenéract duration is indefinite, proje
included in backlog are limited to the estimatedoan of expected revenue within the following twelmnonths. Certain contracts proy
maximum dollar limits, with actual authorizationperform work under the contract agreed upon oar@gic basis with the customer. In th
arrangements, only the amounts authorized aredadlin backlog. For projects where we act solelg project management capacity, we
include the value of our services of each projedtacklog. For certain longrm service contracts with a defined contract tesuth as tho:
associated with privately financed projects, the@amt included in backlog is limited to five years.

Included in the backlog table below is our propmréite share of unconsolidated joint ventures estidneevenue. However, beca
these projects are accounted for under the equathaa, only our share of future earnings from th@egects will be recorded in our result:
operations. Our backlog for projects related toamsolidated joint ventures totaled $5.3 billion March 31, 2014 and $5.5 billioat
December 31, 2013 . We consolidate joint ventureghvare majorityewned and controlled or are variable interest iestin which we are t
primary beneficiary. Our backlog included in théleabelow for projects related to consolidated fjoiantures with noncontrolling intere
includes 100% of the backlog associated with those ventures and totaled $1.3 billion at March 2014 and $1.5 billion @ecember 3:
2013 . All backlog is attributable to firm orders af March 31, 2014 and December 31, 20Backlog attributable to unfunded governn
orders was $100 million at March 31, 2014 and $dfion at December 31, 2013The following table summarizes our backlog byibes:
segment.
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December 31, . March 31,
Changes in scope on

Millions of dollars 2013 New Awards existing contracts Net Workoff (a) 2014

Gas Monetization $ 6,16¢ $ 3R % 19 $ (417 $ 5,76¢
Hydrocarbons 2,61¢ 75 17t (452) 2,417
Infrastructure, Government and Power 2,07¢ 35 85 (359) 1,84¢
Services 2,25¢ 107 99 (439) 2,027
Other 997 — (32) 9 957
Total backlog $ 14,11¢  $ 25C % 30 % (1,669 $ 13,01

(a) - These amounts include the net workoff of our prigi@s well as our proportionate share of the mekeff of our unconsolidated joi
ventures projects.

We estimate that as of March 31, 2014 , 42% ofoaeklog will be executed within one year. As of ktaB1, 2014 , 42%f our backlo
was attributable to fixed-price contracts and 58%uw backlog was attributable to casimbursable contracts. For contracts that cortiath
fixed-price and cost-reimbursable components, wassily the components as either fixed-price or -oeishbursable according to
composition of the contract; however, except foaken contracts, we characterize the entire cohtvased on the predominant component.

Liquidity and Capital Resources

Cash and equivalents totaled $996 million at M&th2014 and $1.1 billion at December 31, 2013Hs\fs:

March 31, December 31,
Millions of dollars 2014 2013
Domestic U.S. cash $ 24¢ % 35¢E
International cash 641 67E
Joint venture cash 10€ 7€
Total $ 9% $ 1,10¢

Cash generated from operations is our primary goofoperating liquidity. Our cash balances arel relhumerous locations through
the world. We believe existing cash balances atetnally generated cash flows are sufficient topsupour day-today domestic and forei
business operations for at least the next 12 months

Domestic cash relates to cash balances held by dni8ies and is largely used to support obligatiof those businesses as we
general corporate needs such as the implementationr new ERP systems, payment of dividends toestwdders and repurchases of
common stock.

International cash balances may be available foeg corporate purposes, but are subject to lestictions such as capital adeqt
requirements and local obligations such as theifighdf our underfunded U.K. pension plan and otiidigations incurred in the normal cou
of business by those foreign entities. Additionalfpatriated foreign cash may be subject to Lha&rhe taxes.

We generally do not provide U.S. federal and stateme taxes on the accumulated undistributed egsnof nond.S. subsidiarie
except for certain entities in Mexico and certaihen joint ventures, as well as for approximated¥bof our earnings from our operation:
Australia. Information relating to our accumulateddistributed earnings is described in Not@f3our condensed consolidated finan
statements.

Joint venture cash balances reflect the amount weljoint venture entities we consolidate for fio&l reporting purposes. St
amounts are limited to joint venture activities ard not readily available for general corporateppses. However, portions of such amo
may become available to us in the future shouldethe distribution of dividends to the joint vergyrartners. We expect the majority of
joint venture cash balances will be utilized fog ttorresponding joint venture projec
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Summary of Cash Flow Activity
Three Months Ended March 31,

Millions of dollars 2014 2013

Cash flows used in operating activities $ a7n $ (93)
Cash flows used in investing activities (15) (20)
Cash flows used in financing activities (84) (15)
Effect of exchange rate changes on cash 6 (22)
Decrease in cash and equivalents $ (110 $ (149)

Operating activities Cash used in operations totaled $17 million mfilst quarter of 2014nd was primarily attributable fluctuation:
our working capital accounts. In addition, we cinited approximately $12 million to our pensiondun

Cash used in operations totaled $93 million in finst quarter of 2013and was driven by working capital uses related &
Monetization, Hydrocarbons and Services businegsieats. In addition, we contributed approximatéfyndillion to our pension fund.

Investing activities Cash used in investing activities totaled $15iamlin the first quarter of 2014 which was due to purchases
property, plant and equipment associated with imfdron technology projects.

Cash used in investing activities totaled $20 wnillin the first quarter of 201&hich was due to capital expenditures associatéh
information technology projects.

Financing activities. Cash used in financing activities totaled $84liomil in the first quarter of 2014 and included $bélion for the
purchase of treasury stock, $12 million for therpants of dividends to common shareholders, $19anifbr distributions to noncontrollir
interests and $2 million for principal payments shrort-term and longerm borrowings, which consists primarily of noroarse debt of ol
Fasttrax variable interest entity. The uses of veste partially offset by $5 million of proceedsiin the exercise of stock options.

Cash used in financing activities totaled $15 wiiliin the first quarter of 2013 and included $1llliam for distributions ti
noncontrolling interests and $6 million for the phase of treasury stock. The uses of cash wermlpadffset by $2 millionof proceeds froi
the exercise of stock options.

Future sources of caskuture sources of cash include cash flows fromatpers, including cash advances from our clierdshaerive
from working capital management and cash borrowimgter our Credit Agreement as well as potentiigidtion proceeds.

Future uses of caslruture uses of cash will primarily relate to wokkicapital requirements, including any paymentshenHalliburtor
award, capital expenditures, dividends, share m@ages and strategic investments. In addition, Wleuse cash to fund pension obligatic
payments under operating leases and various ofiiglations, including potential litigation paymentss they arise. Our capital expendit
will be focused primarily on information technolgoggal estate, facilities and equipment.
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Credit Agreement

On December 2, 2011, we entered into a $1 billidne-year unsecured revolving credit agreemeng (Bredit Agreement”with &
syndicate of international banks. The Credit Agreptis available for cash borrowings and the isseaof letters of credit related to gen
corporate needs. The Credit Agreement expireseiceber 2016; however, given that projects geryerafiuire letters of credit that exte
beyond one year in length, we will likely need tder into a new or amended credit agreement no tlsm 2015. Amounts drawn under
Credit Agreement will bear interest at variableesatper annum, based either on (1) the Londonbatér offered rate (“LIBOR")plus ai
applicable margin of 1.50% to 1.75%, or (2) a hade plus an applicable margin of 0.50% to 0.75%ih ¥he base rate equal to the highe:
(a) reference ban&’publicly announced base rate, (b) the Federatis&Rate plus 0.5%, or (c) LIBOR plus 1%. The amafrthe applicabl
margin to be applied will be determined by ouraati consolidated debt to consolidated EBITDA foe prior four fiscal quarters, as define
the Credit Agreement. The Credit Agreement proviftesfees on letters of credit issued under thed@ragreement at a rate equal to
applicable margin for LIBORased loans, except for performance letters ofitonetiich are priced at 50% of such applicable rrargv/e pa
an issuance fee of 0.15% of the face amount ofter lef credit. We also pay a commitment fee 06@62per annum on any unused portio
the commitment under the Credit Agreement. As ofrd1881, 2014 , there were $226 million in lettefscredit and nocash borrowing
outstanding.

The Credit Agreement contains customary covenamtkjding financial covenants requiring maintenantea ratio of consolidated de
to consolidated EBITDA not greater than 3.5 to @ amminimum consolidated net worth of $2 billiompb0%of consolidated net income
each quarter beginning December 31, 2011 and 100&my increase in shareholdeexjuity attributable to the sale of equity interegtt
March 31, 2014 , we were in compliance with ouafinial covenants.

The Credit Agreement contains a number of otheenamts restricting, among other things, our abtiétyincur additional liens a
indebtedness, enter into asset sales, repurchasequoity shares and make certain types of invessn@ur subsidiaries are restricted fi
incurring indebtedness, except if such indebtedredases to purchase money obligations, capitalieades, refinancing or renewals secure
liens upon or in property acquired, constructednproved in an aggregate principal amount not teed $200 milliorat any time outstandir
Additionally, our subsidiaries may incur unsecunedebtedness not to exceed $200 millioraggregate outstanding principal amount at
time. We are also permitted to repurchase our gghiares, provided that no such repurchases shatlidule from proceeds borrowed unde
Credit Agreement, and that the aggregate purchése gnd dividends paid after December 2, 2011s chat exceed the Distribution Cap (et
to the sum of $750 million plus the lesser of (400 million and (2) the amount received by us in connectiom hie arbitration ar
subsequent litigation of the PEP contracts as dieliin Note 11 to our condensed consolidated dinhstatements). At March 31, 2014he
remaining availability under the Distribution Capsvapproximately $552 million .

Pursuant to the terms of the Credit Agreement, \@anteof default is triggered if any certificate fiished to the bank syndicate
incorrect or proves to have been incorrect, whedera deemed made. In our Current Report on Fokrfiled May 5, 2014, we announc
that the previously issued consolidated finandtlesnents as of and for the year ended Decembe0338, as filed on February 27, 2014 sh
no longer be relied upon. At that time the managensertifications to our financial institutions wrdthe Credit Agreement were no lor
valid. In our Current Report on Formig8filed May 13, 2014, we announced that we recei@esdaiver under our Credit Agreement, provic
for the waiver of compliance with certain represgions, warranties and covenants of the Credit &mgent. The waiver relates to cer
defaults triggered, or which might have been trigdeby our restatement of the December 31, 20 ial statements and related docum
After giving effect to the waiver, no event of deftaexists under the Credit Agreement as a redulh@ restatement, and we may reques
issuance of new letters of credit and loan advanndsr the Credit Agreement in accordance witkeitsis.

Nonrecourse Project Finance Debt

Fasttrax Limited, a joint venture in which we irelitly own a 50% equity interest with an unrelatedtper, was awarded a conces
contract in 2001 with the U.K. MoD to provide a MgaEquipment Transporter Service to the British A&rntunder the terms of tl
arrangement, Fasttrax Limited operates and mamt@ihheavy equipment transporters ("HETS") forrentef 22 years. The purchase of
HETSs by the joint venture was financed throughréeseof bonds secured by the assets of Fasttraitddniotaling approximately&}.9 millior
(approximately $120 million at the exchange ratetbe date of the transaction) and a bridge loaalitmf approximately £2.2 millior
(approximately $17 million at the exchange ratettom date of the transaction) which are nonrecotord€BR and its partner. The bridge Ic
was replaced when the shareholders funded coml@geity and subordinated debt in 2005. The secucedid are an obligation of Fastt
Limited and are not a debt obligation of KBR beaathey are nonrecourse to the joint venture pasteccordingly, in the event of a defe
on the term loan, the lenders may only look tords®urces of Fasttrax Limited for repayment.
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The guaranteed secured bonds were issued in tweedaonsisting of Class A 3.5% Index Linked Band$ie amount of &6 million
(approximately $79 million at the exchange ratetlom date of the transaction) and Class B 5.9% FRate Bonds in the amount o1&
million (approximately $24 million at the exchangge on the date of the transaction). Principghpents on both classes of bonds comme
in March 2005 and are due in seamnual installments over the term of the bondsciwiature in 2021. Subordinated notes payabladb e
the 50% partners initially bear interest at 11.2&% increase to 16% over the term of the notesigir@025. For financial reporting purpo:
only our partnes portion of the subordinated notes appears irctimelensed consolidated financial statements. Pagneenthe subordinat
debt commenced in March 2006 and are due in semiadiinstallments over the term of the notes.

The combined principal installments for both classEbonds and subordinated notes, including iofteadjusted bond indexation, tot
$10 million for years ended December 31, 2014 &1b2$11 for the year ended December 31, 2016ndllidn for years ended December
2017 and 2018 and $33 million thereafter. See Mdte further discussion on equity method investtaemd variable interest entities.

Off-Balance Sheet Arrangements

Letters of credit, surety bonds and guarantdesconnection with certain projects, we are reqlite provide letters of credit, sur
bonds or guarantees to our customers. Letterseditcare provided to certain customers and couatégs in the ordinary course of busines
credit support for contractual performance guamsitadvanced payments received from customersuame ffunding commitments. We h:
approximately $2.2 billion in committed and uncortted lines of credit to support the issuance d&fstof credit and, as of March 31, 2014
we have utilized $676 millioof our present capacity under lines of credit. Subends are also posted under the terms of cectaitracts t
guarantee our performance. The letters of credgtanding included $226 million issued under ouedlir Agreement and $450 millidasuer
under uncommitted bank lines at March 31, 2014 th@efletters of credit outstanding under our Crédjteement, approximatey1 million
letters of credit have expiry dates beyond the nitstdate of the Credit Agreement. Of the totatdes of credit outstanding, $250 millioelate
to our joint venture operations where the lettdreredit are posted using our capacity to supportpro+ata share of obligations under vari
contracts executed by joint ventures of which wee@member. As the need arises, future projectdwisupported by letters of credit iss
under our Credit Agreement or other lines of crediinged on a bilateral, syndicated or other b&%is believe we have adequate lette
credit capacity under our Credit Agreement andiditd lines of credit to support our operationstfe next twelve months.

Other factors potentially affecting liquidity

Liquidated damagesSome of our engineering and construction contrlaat® schedule dates and performance obligationsf that me
could subject us to penalties for liquidated darsagéese generally relate to specified activittest must be completed by a set contra
date or by achievement of a specified level of outr throughput. Each contract defines the coo#iunder which a customer may ma
claim for liquidated damages. However, in someainsgs, liquidated damages are not asserted byishenger, but the potential to do so is
in negotiating or settling claims and closing dug tontract. Any accrued liquidated damages amgrézed as a reduction in revenues ir
condensed consolidated statements of income.

Based upon our evaluation of our performance ahdrdegal analysis, we have not accrued for pasdiglidated damages relatec
several projects totaling $10 million at March 2014 and December 31, 2018espectively, (including amounts related to orgpprtiona
share of unconsolidated subsidiaries), that wedcimaur based upon completing the projects as ntiyréorecasted.

Transactions with Former Parent

Information relating to our transactions with fomyarent commitments and contingencies is describedote 12to our condenst
consolidated financial statements.

Transactions with Joint Ventures

We perform many of our projects through incorpadtaa@d unincorporated joint ventures. In additiorpéaticipating as a joint ventt
partner, we often provide engineering, procuremeomstruction, operations or maintenance servioebe joint venture as a subcontrac
Where we provide services to a joint venture that eontrol and therefore consolidate for financieparting purposes, we elimin
intercompany revenues and expenses on such tranmsadn situations where we account for our irgeie the joint venture under the eq:
method of accounting, we do not eliminate any porof our revenues or expenses. We recognize tfé pn our services provided to jo
ventures that we consolidate and joint venture$ W record under the equity method of accountingharily using the percentage-of-
completion method.
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Legal Proceedings

Information related to various commitments and tw#@ncies is described in Notes 10 andtd the condensed consolidated finar
statements.

Item 3. Quantitative and Qualitative Discussion abot Market Risk

We have foreign currency exchange rate risk regyfiiom our international operations. We selectivebnage our exposure to curre
rate changes through the use of derivative instnisng® mitigate our market risk from these exposuiée objective of our risk managemel
to protect our cash flows related to sales or pasel of goods or services from market fluctuationsurrency rates. Our use of deriva
instruments includes the following types of manksk:

. volatility of the currency rate

. time horizon of the derivative instrumel
. market cycles; ar

. the type of derivative instruments us

We do not use derivative instruments for specutatiading purposes. We do not consider any of thiskemanagement activities to
material.

Item 4. Controls and Procedures
Management's Evaluation of Disclosure Controls aftocedures

In accordance with Rules 13a-15 and 15d-15 underSibcurities and Exchange Act of 1934 as amended“Exchange Act”)we
carried out an evaluation, under the supervisiahwith the participation of our management, inchgdour Chief Executive Officer and CF
Financial Officer, of the effectiveness of the desand operation of our disclosure controls andguares as of the end of the period cov
by this report.

In conducting our evaluation, we concluded them raaterial weaknesses in the operating effectiwoéour internal control ov
financial reporting, as described below.

As a result of the foregoing, we have concluded #éisaof March 31, 2014our disclosure controls and procedures were flettéeve in
providing reasonable assurance that informatiomired to be disclosed in our reports filed under 8ecurities Exchange Act of 1934 1
recorded, processed, summarized and reported witl@ntime periods specified in the Securities axd@hBnge Commissios’ rules an
regulations, and that such information was accutadland communicated to our management, includimgChief Executive Officer and Ch
Financial Officer, to allow timely decisions regamgl required disclosure.

Management does not expect that our disclosurealsrand procedures will prevent all errors andralid. A control system, no mai
how well designed and operated, can provide ordgorable, not absolute, assurance that the cayst#m's objectives will be met. Furtl
the design of a control system must reflect thé thaat there are resource constraints, and thefitené controls must be considered relativ
their costs. Because of the inherent limitationsllncontrol systems, no evaluation of controls paovide absolute assurance that all co
issues and instances of fraud, if any, have betectel. These inherent limitations include theitieal that judgments in decisianaking ca
be faulty, and that breakdowns can occur becauserfle error or mistake. The design of any systémontrols is based in part upon cer
assumptions about the likelihood of future eveais] there can be no assurance that any desigsuweiteed in achieving its stated goals u
all potential future conditions.

In light of the material weaknesses identified belave performed additional analysis and other pisting procedures to ensure
condensed consolidated financial statements wengaped in accordance with generally accepted aticguprinciples and reflect its financ
position and results of operations as of and fer dharter ended March 31, 2014s a result, notwithstanding the material weakesesa
described above, management concluded that theesnsad consolidated financial statements includadignForm 10Q present fairly, in a
material respects, our financial position, resafteperations and cash flows for the periods preskn

A material weakness is a deficiency, or a combimatf deficiencies, in internal control over fingalaeporting, such that there i
reasonable possibility that a material misstatenoértur annual or interim financial statements widit be prevented or detected on a tir
basis.
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Material weakness related to project reporting ovitre completeness and accuracy of estimates of maes, costs and profit
completion for certain long-term construction prajés with multiple currencies We determined that a material weakness in interaatro
over financial reporting existed within our Gas Mtimation business segment since controls wergnogerly designed to determine that ac
and estimated foreign currency effects were inausteour estimates of revenues, costs and profitoatpletion for longerm constructio
contracts that contain multiple currencies. Addititly, our control to monitor the inclusion of faga currency effects in our estimates
revenues, costs and profit at completion was napenty designed.

This material weakness resulted in misstatementsei accounting for the foreign currency effeatdangterm construction contrac
The misstatements were corrected prior to issuahttee Company’s December 31, 2013 Annual Repoff@mn 10K, which was amended
the restatement of the consolidated financial statés as of and for the year ended December 3B 20the Companyg Annual Report ¢
Form 10-K/A.

Material weakness related to control environment four Canadian pipe fabrication and module assemitlysiness We determine
that a material weakness in internal control owearfcial reporting existed in our Canadian piperifaion and module assembly busir
within our Services business segment resulting fleenCompany having insufficiently trained projecanagers, project controls, accoun
and executive management professionals to perfoeajeqs oversight reviews and monitor compliancehviite Company standard proces:
and controls. Furthermore, the control environmeas ineffective in that the culture at the Canagige fabrication and module assen
business facilitated delayed identification and samication ofproject concerns and the proper preparation of éet@@and accurate estime
of revenues, costs and profit at completion. A®sult, controls over the completeness and accusfdyformation used in preparation
estimates and control procedures and controls theereviews of such estimates to complete for camadian pipe fabrication and moc
assembly business also were not effective.

This material weakness resulted in pre-tax chargessisting of the reversal of previously recogdigaetax profits and th
recognition of praax estimated losses at completion. To correct éimd to address matters related to the foregoirig veispect to ol
disclosure controls and procedures, we restatecansolidated financial statements as of and feryar ended December 31, 2013 ir
Company’s Annual Report on Form 10-K/A.

Management's Plans for Remediation of the MaterMleaknesses

Material weakness related to project reporting ovilile completeness and accuracy of estimates of maes, costs and profit
completion for certain long-term construction prajes with multiple currencies In response to this material weakness we have opeél;
preliminary plan with the oversight of the Audit @mittee of the Board of Directors to remediate theterial weakness. Currently, our pla
remediate this material weakness during fiscal 2844 includes:

« Implement a control to include the actual and estéd foreign currency effects in the estimatesesBnues, costs and profit
completion on projects with multiple currencies éyhancing the design of our project status templatel our procedures
completion of our project status templates.

* Enhance the design of our monitoring controls aber completeness and accuracy of estimated revenasts and profit
completion for longeerm construction projects with multiple currencies specifically include a process for monitoringd
reviewing project status reports for proper appitcaof foreign currency effects in project estiest

» Provide training to our personnel involved in tretireation of revenues, costs and profit at compietn projects with multip
currencies.

Material weakness related to control environment four Canadian pipe fabrication and module assemlbysiness In response to
this material weakness we have developed a pldntidt oversight of the Audit Committee of the Boafdirectors to remediate this material
weakness. Currently, our plan to remediate thisneatweakness during fiscal year 2014 in our Cangige fabrication and module assembly
business includes:

e Conduct town hall meetings throughout the Companysidwide organization led by executive managementprovide
encouragement for employees to follow the Compasorporate culture and policies and procedures.

« Change certain management and increase the numealdied professiona

» Provide training to new and key personnel on raled responsibilities, including line of communicats in the event of concer
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» Provide training to new and key personnel on Comsiandard processes and systems across all pogjetions, oversight a
support functions, including project managementmodule yard management.

» Implement and monitor execution of KBR standardgmibcontrols work processes and systems acrogSahada pipe fabricati
and module assembly projects.

« Implement standard project management oversight frorporate manageme

We can give no assurance that the measures weniikemediate these material weaknesses that watiiied or that any additior
material weaknesses will not arise in the future Will continue to monitor the effectiveness ofg¢beand other processes, procedure:
controls and will make any further changes manageietermines appropriate.

Changes in Internal Control Over Financial Reportm

There were no changes in our internal controls direncial reporting during the three months endéarch 31, 2014that hav
materially affected, or are reasonably likely téeaf, our internal controls over financial repogtiather than the identification of the mate
weaknesses identified above.
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PART Il. OTHER INFORMATION
Item 1. Legal Proceedings

Information related to various commitments and ica@ncies is described in Notes 10 andd the condensed consolidated finar
statements and in Managements’ Discussion and Aisalyf Financial Condition and Results of OperaienLegal Proceedings and -
information discussed therein is incorporated merei

Item 1A. Risk Factors

We have updated certain risk factors affecting lmusiness since those presented in our Annual RepoFRorm 10K/A, Part I, Iten
1A, for the fiscal year ended December 31, 20EZcept for the risk factors updated, there hasenbno material changes in our assessmi
our risk factors from those set forth in our AnniRdport on Form 18JA, which is incorporated herein by reference, foe year ende
December 31, 2013 . Our updated risk factors aledied below.

Risks Related to Operations of our Business

A portion of our revenues is generated by largecuering business from certain significant customer# loss, cancellation or delay
projects by our significant customers in the futumuld negatively affect our revenue

We provide services to a diverse customer basdydimg international and national oil and gas conigs, independent refine
petrochemical producers, fertilizer producers anthéstic and foreign governments. A considerablegmgage of revenue is generated 1
transactions with Chevron, primarily from our Gasmdtization business segment, and the U.S. governfram our IGP business segm:
Revenue from Chevron and the U.S. government repted 19% and 6% , respectively, of our total cbdated revenue for thiaree month
ended March 31, 2014 .
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Item 2. Unregistered Sales of Equity Securities and Use Bfoceed:

(& None

(b) None

(c)  On February 25, 2014, our Board of Directartharized a new $350 millioshare repurchase program, which replaces and tatex
the August 26, 2011 share repurchase program. Utherzation does not specify an expiration datetlie share repurchase progr
The following is a summary of share repurchasesuofcommon stock settled during the three montle@March 31, 2014We alsc
have a share maintenance program to repurchasesshased on vesting and other activity under ouityegompensation plar
Shares purchased under "Employee transactiondieirtable below reflects shares acquired from eng@syin connection with t
settlement of income tax and related benefit-wittiimy obligations arising from vesting of restridtstock units.

Purchase Period

January 1 — 31, 2014
Repurchase program
Maintenance program
Employee transactions

February 3 — 28, 2014
Repurchase program
Maintenance program
Employee transactions

March 3 — 31, 2014
Repurchase program
Maintenance program
Employee transactions

Total
Repurchase program
Maintenance program
Employee transactions

Total Number of

Shares Purchased

Dollar Value of

Total Number Average as Part of Publicly Shares that May Yet Be
of Shares Price Paid Announced Plans Purchased Under the
Purchased (a) per Share or Programs Plans or Programs (a)

— 3 — — —

— 3 — — —

4,07¢ 3 31.6( — —

— % — — 3 350,000,00

— $ - - -

1232 % 30.7¢ — —

1,570,341 $ 27.7( 1,570,341 $ 306,501,41

403,29¢ $ 27.7( — —

4498t $ 28.4( — —

1,570,341 $ 27.7( 1,570,341 $ 306,501,41

403,29¢ $ 27.7( — —

50,292 % 28.72 — —

(a) Represents remaining authorization that may be fma@purchases pursuant to the share repurctrageapn authorized and announ

on February 25, 2014.

Item 3. Defaults Upon Senior Securities

None.

Item 4. Mine Safety Disclosures

Not applicable.

Item 5. Other Information
None.
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Item 6. Exhibits

Exhibit

Number Description
3.1 KBR Amended and Restated Certificate of Incorporafincorporated by reference to Exhibit 3.1 to KBR
current report on Form 8-K filed June 7, 2012; Wiz 3-33146)
3.2 Amended and Restated Bylaws of KBR, Inc. (incorteddy reference to Exhibit 3.2 to KBR’s annualaép
on Form 10-K for the year ended December 31, 2Bi8;No. 3-33146)
4.1 Form of specimen KBR common stock certificate (mpowated by reference to Exhibit 4.1 to KBR’s
registration statement on Form S-1; Registration 383-133302)
*10.1+ Form of revised KBR Performance Award Agreemenspant to KBR, Inc. 2006 Stock and Incentive Plan
*10.2+ Form of revised Nonstatutory Stock Option AgreenfentJS and Non-US Employees pursuant to KBR, Inc.
2006 Stock and Incentive Plan
*10.3+ Form of revised Restricted Stock Unit AgreemenSLEmployee) pursuant to KBR, Inc. 2006 Stock and
Incentive Plan
*31.1 Certification of the Chief Executive Officer Pursitiao Section 302 of the Sarbanes-Oxley Act of 2002
*31.2 Certification of the Chief Financial Officer Pursido Section 302 of the Sarbanes-Oxley Act of 2002
**32.1 Certification Furnished Pursuant to 18 U.S.C. $ec1i350 as Adopted Pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002.
**32.2 Certification Furnished Pursuant to 18 U.S.C. $ec1i350 as Adopted Pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002.
*»**101.INS XBRL Instance Document
*»**101.SCH XBRL Taxonomy Extension Schema Document
***]101.CAL  XBRL Taxonomy Extension Calculation Linkbase Docuine
+ Management contracts or compensatory plansangements
* Filed herewith
*x Furnished herewith
ok Interactive data files

Pursuant to Rule 406T of RegulationTSinteractive data files (i) are not deemed fitmdpart of a registration statement or prospectu
purposes of Sections 11 or 12 of the SecuritiesoAdi933, are not deemed filed for purposes ofiSect8 of the Securities Exchange Ac
1934, irrespective of any general incorporationgleage included in any such filings, and otherwise reot subject to liability under the
sections; and (ii) are deemed to have complied Ritle 405 of Regulation S-T (“Rule 405”) and aré subject to liability under the anfiauc
provisions of the Section 17(a)(1) of the Secwsitet of 1933, Section 10(b) of the Securities Eraje Act of 1934 or under any other liab
provision if we have made a good faith attemptamply with Rule 405 and, after we become awaretti@interactive data files fail to com

with Rule 405, we promptly amend the interactiveaddes.
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Pursuant to the requirements of the Securities &xgb Act of 1934, the registrant has duly causisdréiport to be signed on its behalf
by the undersigned, thereunto duly authorized.

KBR, INC.

/s/_Brian K. Ferraioli
Brian K. Ferraioli

Executive Vice President and Chief Financial Office

/sl _Nelson E. Rowe
Nelson E. Rowe

Vice President and Chief Accounting Officer

Date: June 18, 2014
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PERFORMANCE AWARD AGREEMENT

Grant Date:

Re: Performance Unit Grant

| am pleased to inform you that KBR, Inc. (the “Gmamy”) has granted you Performance Units unde
Company’s 2006 Stock and Incentive Plan, as ameadédestated (the “Plan”) as follows:

1. Grant of Performance Units.

The number of Performance Units granted to you &edormance Award under the Plan is
Performance Unit shall have a target value of $IT0@ actual value, if any, of a Performance Untha end C
the Performance Period will be determined basetherevel of achievement during the PerformanceoBeot
the performance objectives set forth in Exhibitédto, which is made a part hereof for all purposes

(@) Vesting . Except as otherwise provided in subparagraphsafi) (d) below, you will vest in t
Performance Units earned (if any) for the PerforoeaReriod only if you are an employee of
Company or a Subsidiary on the date such earnddrR@nce Units are paid, as provided in Paragr:
below.

(b) Death, Disability, Retirement or Early Retirement. Unless otherwise provided in an agreer
pursuant to Paragraph 13, if you cease to be atogagof the Company or a Subsidiary as a resu#)
your death, (ii) your permanent disability (diséhilbeing defined as being physically or ment
incapable of performing either your usual dutiemasmployee or any other duties as an employé
the Company reasonably makes available and sucHitmon is likely to remain continuously a
permanently, as determined by the Company or emmdyubsidiary), (iii) normal retirement on or a
reaching age 65, or (iv) your early retirement ptareaching age 65 with the approval of both (A€
Company or employing Subsidiary and (B) the Conemitor its delegate (with such approval tc
granted or withheld in the sole discretion of then(pany, employing Subsidiary, Committee an
delegate of the Committee, as applicable), themnynsuch case, a prorata portion of your Perfooe
Units that become “earned”, if any, as providedExhibit A, will become vested. The “prorata portion
that becomes vested shall be a fraction, the nuoresdwhich is the number of days in the Perforoe
Period in which you were an employee of the Compamg Subsidiary and the denominator of whic
the total number of days in the Performance Pelfogbur termination for the above reasons is affte
end of the Performance Period but before paymenh®fPerformance Units earned, if any, for
Performance Period, you will be fully vested in augh earned Performance Units.
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Notwithstanding the foregoing, if the Company detiees that there has been a legal judgment &
legal development in your jurisdiction that likelyould result in the favorable retirement treatmikyat
applies to the Performance Awards under the Plamgbedeemed unlawful and/or discriminatory,
provision above regarding termination of employmexated to normal retirement on or after ag
shall not be applicable to you. Instead, the peogadrtion of your Performance Units that bec
“earned”, if any, as provided in Exhibit A will become vest@&u accordance with the preced
subparagraph if your employment is terminated foy eeason with at least 25 years of service ¢
Company or employing Subsidiary (or such lesserbemof years of service under special circumste
as may be determined in the Committee’s (or iteghties) sole discretion) subject, however, to
being considered nondiscriminatory by legal courss®ad to the Committee’s (or its delegadesole
discretion to approve such vesting.

(c) Other Terminations . If you terminate from the Company and its Sulasids for any reason other tl
as provided in subparagraph (b) above or subpagragd) below, all unvested Performance Units hg
you shall be forfeited without payment immediatepon such termination.

(d) Corporate Change . Notwithstanding any other provision hereof, usletherwise provided in
agreement pursuant to Paragraph 13, your Perfoemdnits shall become fully vested at the maxir
earned percentage provided in Exhibit A upon yowoluntary Termination or termination for G¢
Reason within two years following a Corporate Cleaijgs provided in the Plan) (®6uble Trigge
Event”) during the Performance Period. If a Double Triggarent occurs after the end of
Performance Period and prior to payment of theeshiPerformance Units, you will be 100% veste
your earned Performance Units upon the Double Erigtyent and payment will be made in accord
with the results achieved for the Performance Begitded as provided in Exhibit A.

For purposes of this Agreement, employment withGbenpany includes employment with a Subsidiary.

Payment of Vested Performance Units. As soon as administratively practicable after #rmed of th
Performance Period, but no later than the Marcl I8llowing the end of the Performance Period, ath
respect to a Double Trigger Event occurring prathe end of the Performance Period, the dateeoDibuble
Trigger Event (but no later than the March 1following the calendar year in which occurs theedaf the
Double Trigger Event), you shall be entitled toeige from the Company a payment in cash equalagtbduc
of the Payout Percentage (as defined in Exhibia®d the sum of the target values of your vestetbeanct
Units. Except as provided in Exhibit A with respéxta Double Trigger Event, if the performance shicdds se
forth in Exhibit A are not met, no payment shallrhade with respect to the Performance Units, wheth@o
vested. Notwithstanding the foregoing, in no eveay the amount paid to you by the Company in aray yéth
respect to Performance Units earned hereunder éxbeepplicable limit under Article V of the Plan.
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Recovery of Payment of Vested Performance Unit. The Company may seek recovery of any ber
provided to you under this Agreement if such recpve required by any clawback policy adopted byg
Company, which may be amended from time to timeuohing, but not limited to, any clawback policyogdec
to satisfy the minimum clawback requirements adbpteder the Doddrank Wall Street Reform and Consu
Protection Act of 2010 and the regulations thereurad any other applicable law.

Limitations Upon Transfer . All rights under this Agreement shall belong tmuyand may not be transferr
assigned, pledged, or hypothecated in any way (vendty operation of law or otherwise), other thgnill or
the laws of descent and distribution or pursuana tagualified domestic relations orderaq defined by tt
Code), and shall not be subject to execution, lattent, or similar process. Upon any attempt tostiem assigr
pledge, hypothecate, or otherwise dispose of sgtitsrcontrary to the provisions in this Agreementhe Plar
or upon the levy of any attachment or similar psscapon such rights, such rights shall immediabelgom:
null and void.

Withholding of Tax . You acknowledge that, regardless of any actidkeriaby the Company or, if differe
your employer (the “Employer”the ultimate liability for all income tax, sociatsurance, payroll tax, frin
benefits tax, payment on account or otherriated items related to your participation in Blan and legall
applicable to you (“Tax-Related Itemsf$,and remains your responsibility and may excéedamount actual
withheld by the Company or the Employer. You furtaeknowledge that the Company and/or the Empl¢l)
do not make representations or undertakings reggttie treatment of any Taelated Items in connection w
any aspect of the Performance Units including,nmitlimited to, the grant, vesting or payout of Berformanc
Units; and (2) do not commit to the structure o tierms of the Performance Units or any aspecte
Performance Units to reduce or eliminate your ligbfor Tax-Related Items or achieve any particular tax re
Further, if you are subject to Td&elated Items in more than one jurisdiction betwdendate of grant and 1
date of any relevant taxable event, as applicgble acknowledge that the Company and/or Employefofonel
employer, as applicable) may be required to witthot account for TaRelated Items in more than ¢
jurisdiction.

Prior to any relevant taxable or tax withholdingeely as applicable, you agree to make ade
arrangements satisfactory to the Company and/oEthployer to satisfy all TaRelated Items. In this rega
you authorize the Company and/or your Employerheirtrespective agents, at their discretion, tesfathe
obligations with regard to all TaRRelated Items by one or a combination of the foifayy (a) withholding fror
your wages or other cash compensation paid to yailnd Company and/or your Employer, or (b) withiad
from the payout of the Performance Units.

Depending on the withholding method, the Company mighhold or account for TaRelated items
considering applicable minimum statutory withholglimmounts or other applicable withholding ratesluding
maximum applicable rates, in which case you witkige a refund of any ovevithheld amount in cash and v
have no entitlement to the Performance Units. Ygtea to pay the Company or the Employer, inclu
through withholding from your wages or other casmpensation paid to you by the Company or
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the Employer any amount of T&elated Items that the Company or the Employer b@ayequired to withho
or account for as a result of your participationtlie Plan that cannot be satisfied by the meangqugly
described. The Company may refuse to deliver theh csettlement or any other form of pawyt for the
Performance Units, if you fail to comply with yooipligations in connection with the Tax-Related Isem

Notwithstanding the preceding provisions of thisdgaaph 6, your liability with respect to T&elated Iterr
shall be subject to any international tax assigriragneement then in effect between you and the @ompghe
Employer or any of their respective affiliates aryaax policies or procedures applicable to the EByge’s
home country, and in the event of any conflict esw the terms of this Paragraph 6 and the ternsud
international tax assignment agreement or suchptdicies or procedures, the terms of such inteonati ta>
assignment agreement or such tax policies or ptresdas applicable, shall control.

Nature of Grant . In accepting the Performance Units, you acknogdedinderstand and agree that: (a) the
is established voluntarily by the Company, it isadetionary in nature and it may be modified, aneel
suspended or terminated by the Company at any tonthe extent permitted by the Plan; (b) the gianthe
Performance Units is voluntary and occasional asebkdot create any contractual or other right ¢eive futur:
grants of Performance Units, or benefits in lieuP&rformance Units, even if Performance Units hibger
granted in the past; (c) all decisions with respedtture Performance Units or other grants, if,amill be at th
sole discretion of the Company; (d) the grant affé?enance Units and your participation in the P&oall no
create a right to employment or be interpretedbasing an employment or service contract with tleen@any
your Employer, or any Subsidiary of the Company shall not interfere with the ability of the Comparoui
Employer or any Subsidiary of the Company, as apple to terminate your employment or service i@tahir
(if any); (e) you are voluntarily participating the Plan; (f) the Performance Units are not intentbereplac
any pension rights or compensation; (g) the Perdmee Units and the income and value of same, drpanbo
normal or expected compensation for purposes otutaing any severance, resignation, terming
redundancy, dismissal, end-of-service paymentsy$es) longservice awards, pension or retirement benef
similar payments; (h) the future value of the Perfance Units is unknown, indeterminable and carie
predicted with certainty; (i) no claim or entitlentdo compensation or damages shall arise fronfattieiture o
the Performance Units resulting from you ceasingrtwvide employment or other services to the Compa
your Employer (for any reason whatsoever whetherabrater found to be invalid or in breach of eayphen
laws in the jurisdiction where you are employedtlor terms of your employment agreement, if any) e
consideration of the grant of the Performance Utdtsvhich you are otherwise not entitled, you ioeably
agree never to institute any claim against the Gompor your Employer or any Subsidiary; (j) in #neent o
involuntary termination of your active employmemtadher services (for any reason whatsoever, whethao
later found to be invalid or in breach of employiamvs in the jurisdiction where you are employedh® term
of your employment agreement, if any), unless otis® provided in this Agreement or determined bg
Company, your right to vest in the Performance $Jaibder the Plan, if any, will terminate effecta® of th
date that you are no longer actively providing smwy and will not be extended by any notice pefieadg.,
active services would not include any contractwdice period or any period of “garden
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leave” or similar period mandated under employment lawshe jurisdiction where you are employed or
terms of your employment agreement, if any), exespéxpressly provided herein, and that the Comghaj
have the exclusive discretion to determine whenam@uno longer actively providing services for meags of th
Performance Units (including whether you may $ilconsidered to be providing services while oagprove:
leave of absence); (k) unless otherwise providdterPlan or by the Company in its discretion, Reeformanc
Units and the benefits evidenced by this Agreermdemot create any entitlement to have the Perfocaainit:
or any such benefits transferred to, or assumedahgther company nor to be exchanged, cashed
substituted for, in connection with any corporasnsaction affecting the shares of the Companyf ¢ou are
requested to make repayment under Paragraph Ayjlomake repayment immediately; and (m) the foling
provisions apply only if you are providing serviaastside the United States: (i) the PerformancedJarie nc
part of normal or expected compensation or salaryahy purpose; and (ii) you acknowledge and atjnai
neither the Company, the Employer nor any Subsicbéthe Company shall be liable for any foreigrcteang:
rate fluctuation between your local currency and Wnited States Dollar that may affect the valuethe
Performance Units or the subsequent payout of ¢énnance Units.

No Advice Regarding Grant. The Company is not providing any tax, legal eraficial advice, nor is t
Company making any recommendations regarding yauticgpation in the Plan. You are hereby advise
consult with your own personal tax, legal and ficiahadvisors regarding your participation in tHarPbefor
taking any action related to the Plan.

Data Privacy . You hereby explicity and unambiguously consent ttoe collection, use and transfer,
electronic or other form, of your personal data described in this document by and among, as apfileathe
Employer, and the Company and its Subsidiaries, the exclusive purpose of implementing, administey
and managing your participation in the Plan. You aderstand that the Company and your Employer b
certain personal information about you, includindgut not limited to, your name, home address andf#one
number, date of birth, social insurance number other identification number, salary, nationality, jo title,
details of all Performance Units outstanding in youavor, for the exclusive purpose of implementil
administering and managing the Plan (“Data”)You understand that Data may be transferred to Man
Stanley Smith Barney LLC or such other service pmer as may be selected by the Company in the fe,
which is assisting the Company with the implemeiat administration and management of the Plan. Y
understand that the recipients may be located ire thinited States or elsewhere, and that the recipien
country (e.g., the United States) may have differeiata privacy laws and protections from your comntYotL
understand that if you reside outside the Unitedhféts, you may request a list with the names andradses ¢
any potential recipients of the Data by contactiggur local human resources representative. You awtize
the Company, Morgan Stanley Smith Barney LLC andyaother possible recipients which may assist
Company (presently or in the future) to receive,gsess, use, retain and transfére Data, in electronic c
other form, for the purposes of implementing, adnstering and managing your participation in the P
You understand that Data will be held only as loag is necessary to implement, administer and mangger
participation in the Plan. You understand that ifoy reside outside the United States, you may, af Eme
view Data, request
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additional information about the storage and pros#sg of Data, require any necessary amendments tid
or refuse or withdraw the consents herein, in angse without cost, by contacting in writing your lakchumar
resources representative. Further, you understarwitt you are providing the consents herein on a ply
voluntary basis. If you do not consent, or if yoatér seek to revoke your consent, your employmeatus ol
service and career with the Employer will not bevadsely affected; the only consequence of refusion
withdrawing your consent is that the Company wouldt be able to grant to you Performance Units ohet
equity awards or administer or maintain such award3herefore, you understand that refusing
withdrawing your consent may affect your ability tparticipate in the Plan. For more information onhe
consequences of your refusal to consent or withdedwf consent, you understand that you may contgour
local human resources representative.

Binding Effect . This Agreement shall be binding upon and inurthébenefit of any successor or success(
the Company or upon any person lawfully claimingemyou.

Modification . Except to the extent permitted by the Plan, aogifrcation of this Agreement will be effecti
only if it is in writing and signed by each partyhese rights hereunder are affected thereby.

Plan Controls. This grant is subject to the terms of the Planictv are hereby incorporated by reference. |i
event of a conflict between the terms of this Agreat and the Plan, the Plan shall be the contgoimcumen
Capitalized terms used herein or in Exhibit A amd otherwise defined herein or in Exhibit A shadivie th
meaning ascribed to them in the Plan.

Other Agreements. Notwithstanding anything in this Agreement to tteatrary, the terms of this Agreem
shall be subject to and governed by, and shallmodify, the terms and conditions of any employn
severance, and/or change-in-control agreement eetite Company (or a Subsidiary) and you.

Electronic Delivery and Acceptance The Company may, in its sole discretion, decadeliver any docume
related to current or future participation in thierPby electronic means. You hereby consent toivecsuct
documents by electronic delivery and agree to gpete in the Plan through an bne or electronic syste
established and maintained by the Company or d garty designated by the Company.

Severability . If one or more of the provisions of this Agreersimall be held invalid, illegal or unenforceabi
any respect, the validity, legality and enforcagbibf the remaining provisions shall not in anyywae affecte
or impaired thereby and the invalid, illegal or nfegceable provisions shall be deemed null and;Voidvever
to the extent permissible by law, any provisionsalwtcould be deemed null and void shall first bastouec
interpreted or revised retroactively to permit tligreement to be construed so as to foster theatire this
Agreement and the Plan.
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Language . If you have received this Agreement or any oftlecument related to the Plan translated ir
language other than English and if the translatexsion is different from the English version, thagksk
version will control.

Governing Law and Venue. This Agreement shall be governed by, and condtimi@ccordance with, the la
of the State of Texas, U.S.A., except to the extieat it implicates matters that are the subjecthef Gener:
Corporation Law of the State of Delaware, whichteratshall be governed by the latter law notwithdiiag an'
conflicts of laws principles that may be appliediovoked directing the application of the laws afothe
jurisdiction. Exclusive venue for any action, lawsor other proceedings brought to enforce this e&sgnen
relating to it or arising from it, or dispute restbn proceeding arising hereunder for any claindigpute, th
parties hereby submit to and consent to the saeexclusive jurisdiction of Houston, Harris Countgxas
notwithstanding any conflicts of laws principlesathmay direct the jurisdiction of any other cow#nue, ¢
forum, including the jurisdiction of the employe&isme country.

Compliance with Law . Notwithstanding any other provision of the Plartlds Agreement, unless there is
available exemption from any registration, quadifion or other legal requirement applicable toReeformanc
Units, the Company shall not be required to delargy payment from the payout of the Performancead jmol
to the completion of any registration or qualifioat of the shares under any local, state, federdbeigr
securities or exchange control law or under rulimgsregulations of the U.S. Securities and Exch
Commission (“SEC”)or of any other governmental regulatory body, eoipto obtaining any approval or otl
clearance from any local, state, federal or foreygwernmental agency, which registration, qualtfaa or
approval, the Company shall, in its absolute disanme deem necessary or advisable. You understaaudtie
Company is under no obligation to register or duahe shares with the SEC or any state or foresggeuritie
commission or to seek approval or clearance frogngovernmental authority for payout of the Perfonece
Units. Further, you agree that the Company shalehailateral authority to amend the Plan and tjees@émer
without your consent to the extent necessary toptpmwith securities or other laws applicable toussce c
shares.

Exhibit B . Notwithstanding any provisions in this documdhg Performance Units shall be subject to
special terms and conditions set forth in ExhibtbBhis Agreement for your country. Moreover, dfuyrelocat
to one of the countries included in Exhibit B, #pecial terms and conditions for such country apiply to you
to the extent the Company determines that the @gipn of such terms and conditions is necessaadwisabl
for legal or administrative reasons. Exhibit B d@inges part of this Agreement.

Imposition of Other Requirements. The Company reserves the right to impose othguirements on yo!
participation in the Plan, or on the Performancetd)ro the extent the Company determines it issesary
advisable for legal or administrative reasons anetjuire you to sign any additional agreementsnolertaking
that may be necessary to accomplish the foregoing.
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Waiver . You acknowledge that a waiver by the companyrefbh of any provision of this Agreement shall
operate or be construed as a waiver of any otlwetigion of this Agreement, or of any subsequenadineby yo!
or any other Participant.

Total Shareholder Return. Notwithstanding any provisions in this documenhértthan the last sentence of
Paragraph), if you are a senior executive of thengany (defined as an employee of the Company o
employing Subsidiary of the Company who is eitler Chief Executive Officer of the Company (the “CEOr
a direct report to the CEO) on the Grant Date &edGompanys average Total Shareholder Return (as de
and determined pursuant to Part 1l.A. of Exhibit &)the end of the Performance Period is negatiee @r
index below 100), the payment of your vested Paréorce Units shall not exceed the Target (100%) yt
under the TSR Peer Group Percentile and PayoueTalforth in Exhibit A. The preceding sentencallstol
apply if, pursuant to the first sentence of Parplgrd(d), your Performance Units become fully vestedhe
maximum earned percentage provided in Exhibit Arup®ouble Trigger Event during the Performancedée
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By signing below, you agree that the grant of theesgformance Units is under and governed by thagem
conditions of the Plan, including the terms anddibons set forth in this Agreement, including BxhiA and, to th
extent applicable, Exhibit Brhis grant shall be void and of no effect unless ypoexecute this Agreement prior t
the payment of your vested performance units.

KBR, INC.

By: {4%’? W

Name: William P. Utt.
Title: Chairman of the Board, President, and CEO

Employee:
Date:
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EXHIBIT A
To Performance Award Agreement
Performance Goals

Except as otherwise provided in the Agreement,pifoeisions of this Exhibit A shall determine theteax, i
any, that the Performance Units become “earnedpaydble.

I. Performance Period
The Performance Period shall be the period begind@muary 1, 2014, and ending December 31, 2016.
Il. Total Shareholder Return (“TSR”)

The payment of a Performance Unit will be determibased on the comparison of (i) the average off Bie«
(as defined below) of the Compasytommon stock measured at the end of each calep@arer during tr
Performance Period, with each quadeTSR indexed back to the beginning of the PerfageaPeriod c
January 1, 2014 to (ii) the average of the TSRsagh of the common stocks of the members of the Gemif
measured at the end of each calendar quarter diren&erformance Period, with each quastdrSR indexe
back to the beginning of the Performance Periodasuary 1, 2014.

“TSR” or “Total Shareholder Returrshall mean, with respect to a calendar quarterchiamge in the price o
share of common stock from the beginning of thedPerance Period (as measured by the closing pric
share of such stock on the last trading day pregetiie beginning of the Performance Period) uhgl énd c
the applicable calendar quarter to be measureagltine Performance Period (as measured by thengl@sice
of a share of such stock on the last trading dathefcalendar quarter), adjusted to reflect thevestment ¢
dividends (if any) through the purchase of commtatls at the closing price on the corresponding dsiui
payment date, which shall be the dixidend date, and rounded to the first decimat@ldividends per she
paid other than in the form of cash shall have laev@qual to the amount of such dividends repobtedhe
issuer to its shareholders for purposes of Fedlsrame taxation.

A. Average TSF

The average TSR for a company for the PerformaremeodP shall be the sum of the TSRs of the com
measured at the end of each calendar quarter dilmengerformance Period, divided by 12. The avei&fe fol
a company during the Performance Period shall lnelleded based on the following formula:

A-1
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2014 TSR Formula - Sustained Performance

g=12
Average indexed performance = 4=1 o /%)
12
where:
x = share price at beginning of performance period (measured by closing price on the last
trading day preceding the beginning of the performance period)
X 4 = closing share price at the end of each quarter (adjusted for dividends paid, where the
dividend payment date is the ex-dividend date)
g = quarter number (1 through 12)
Example 1:
Date Share price * Index
x) (Xq /X)
1/1/2014 $20.00
3/31/2014 $22.00 110.0
6/30/2014 $24.00 120.0
9/30/2014 $21.00 105.0
12/31/2014 $20.00 100.0
3/31/2015 $18.00 90.0
6/30/2015 $22.00 110.0
9/30/2015 $25.00 125.0
12/31/2015 $28.00 140.0
3/31/2016 $31.00 155.0
6/30/2016 $33.00 165.0
9/30/2016 $30.00 150.0
12/31/2016 $28.00 140.0
g=12
Z (x4 /x) = 1,510.0
=1
g=12
Z (X4 /x) = 125.8
g=1

12
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* Share price adjusted for dividends paid in the period, where the dividend
payment date is the ex-dividend date.

B. Peer Group and Payou

Once the average TSR for the Company during thioiPeaince Period is calculated, the average TSkRdol
company in the Peer Group shall be calculated.

The Peer Group shall consist of the following comes (including KBR, Inc.):

AECOM Technology Corporation Jacobs Engineeémngup Inc.
Chicago Bridge & Iron Company N.V. McDermottémational, Inc.
Chiyoda Corporation Quanta Services, Inc.

EMCOR Group, Inc. Technip

Fluor Corporation URS Corporation

No company shall be added to, or removed fromPber Group during the Performance Period, excepte
company shall be removed from the Peer Group ifndusuch period (i) such company ceases to ma
publicly available statements of operations pregpaneaccordance with GAAP, (ii) such company is tiee
surviving entity in any merger, consolidation, dher reorganization (or survives only as a subsyda ar
entity other than a previously wholly owned entitly such company), or (iii) such company sells, ésa
exchanges all or substantially all of its asset@ny other person or entity (other than a previpusdiolly ownec
entity of such company).

If one or more Peer Group companies are removed fhe Peer Group, then the percentiles and payuilli
adjust for the change in “rgf the formula provided below; provided, howevéattthe adjustment must reqt
at least a 90.0 percentile to receive the maximagopt and at least a 20.0 percentile to receivehieshol
payout. After the average TSR is determined for @wmmpany and each company in the Peer Grouj
Company’s average TSR rank among the average T&Rkd Peer Groufor the Performance Period and
Company’s applicable TSR payout percentage shalelbermined by the following formula:
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TSR Peer Group Percentile and Payout Table

Threshold Target Maximum
Percentile <20% 20% 50% 290%
Payout 0% 25% 100% 200%
LTI TSR Calculation Method
Performance
Level Ranking Percentile * Payout *

1 100.0% 200.0%
Maximum 2 90.0% 200.0%
3 80.0% 175.0%
4 70.0% 150.0%
5 60.0% 125.0%
Target 6 50.0% 100.0%
7 40.0% 75.0%
8 30.0% 50.0%
Threshold 9 20.0% 25.0%
10 10.0% 0.0%
11 0.0% 0.0%

* Rounded to 1 decimal place

Percentile for TSR purposes
Percentilie=(n-r) *100%
(n-1)

where:
n = number of Peer Group companies (including KBR)
r = KBR ranking in the list of companies (including KBR)

Example 1 Example 3

KBR ranked 8th out of 11 companies KBR ranked 7th out of 10 companies
(11-8) *100% = 30.0% (10-7) *100% = 33.3%

(11-1) (10-1)

Example 2 Example 4

KBR ranked 4th out of 11 companies KBR ranked 3rd out of 9 companies
(11-4) *100% = 70.0% (9-3) *100% = 75.0%

(11-1) 9-1)

[1l. Determination of the “Earned” Value of Perf ormance Units
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Column A Column B
Performance Percentage Weighting <Threshold Threshold Target Maximum
0% 25% 100% 200%
Company’s Average TSR Rank with Peer Group Membgrs’ 100% <20% 20% 50% 90%
Average TSR

For a result (the “Performance Percentadesween Threshold and Target or Target and Maxinmu@olumr
B, the Performance Percentage earned shall bendestzt by linear interpolation between maximum
threshold based on the result achieved for theoRednce Measure.

The “target”value of a Performance Unit is $1.00; its maximuadue is $2.00 per unit if the maximi
performance objective for the Performance Measur€alumn B is achieved, and the Performance Utite
will be zero if the threshold performance objectivethe Performance Measure is not achieved. Hhgevof al
“earned” Performance Unit shall be determined byitiplying its “target” value of $1.00 by the Pay«
Percentage for the Performance Period. The “Payertentagefor a Performance Unit shall be determine:
multiplying Column A by the Column B Performancead¢&ntage result for the Performance Measure.

Notwithstanding the foregoing, unless otherwisevggled in an agreement pursuant to Paragraph 13e
Agreement, for purposes of determining the Payarcéhtage for payment upon a Double Trigger E
occurring prior to the end of the Performance Reribe Column B result for the Performance Meashigd! be
deemed to have been met at the maximum level (200Usuant to Paragraph 22 of the Agreemen
notwithstanding any of the foregoing, if you aresanior executive of the Company (as defined ir
Agreement) on the Grant Date and the Compamyerage TSR (as determined pursuant to Part of.Ahis
Exhibit A) at the end of the Performance Periodagative (i.e., an index below 100), no paymen¢ineder wil
exceed the Target (100%) payout under the TSR Beeup Percentile and Payout Table above; prov
however, that this sentence shall not apply ifspant to the first sentence of this ParagraphP#réormanc
Measure is deemed to have been met at the maxieneh(200%) upon a Double Trigger Event occurringr
to the end of the Performance Period.

IV. Adjustments to Performance Measurements foSignificant Events

If, after the beginning of the Performance Peritiiére is a change in accounting standards requiyethe
Financial Accounting Standards Board, the performeaesults shall be adjusted by the Compaunmydepende
accountants as appropriate to disregard such chamgeldition, the results of the Company or a pgeur
company shall be adjusted to reflect any stocksspli other events described in Article XllI of tRéan, bu
only if such adjustment would not cause the pertoroe goal to no longer satisfy the requirementSetftior
162(m) of the Code.

V. Committee Certification
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As soon as reasonably practical following the einithe® Performance Period, but in no event laten tha Marcl
15th following the end of the Performance Peribe, Committee shall review and determine the perdmict
results for the Performance Period and certify ¢h@sults in writing. No Performance Units earned aeste
shall be payable prior to the Committeeertification; provided, however, Committee daxdition shall nc

apply in the event of a Double Trigger Event, usletherwise provided in an agreement pursuant ragpapl|
13 of the Agreement.
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EXHIBIT B

KBR, INC.

Terms and Conditions of Performance Unit Grant

SPECIAL PROVISIONS OF PERFORMANCE UNITS
IN CERTAIN COUNTRIES

This Exhibit B includes special countspecific terms that apply to residents in countli@ed below. This Exhibit B
part of the Agreement. Unless otherwise provideldvoecapitalized terms used but not defined heshiall have th
same meanings assigned to them in the Plan ar&ptieement.

This Exhibit B also includes information regardiegchange controls and certain other issues of wynthshould b
aware with respect to your participation in thenPl@he information is based on the securities, argk control ar
other laws in effect in the respective countrieoB&ebruary 2014. Such laws are often complexngadrequently
certain individual exchange control reporting regaients may apply upon vesting of the Performanuéstdnd resul
may be different based on the particular facts @mmmstances. As a result, the Company strongigmenends th.
you do not rely on the information noted hereirttes only source of information relating to the cemsences of yo
participation in the Plan because the informaticay rbe out of date at the time your Performance dvdist or you
Performance Units are settled under the Plan.

In addition, the information is general in naturelanay not apply to your particular situation, ahe Company is n
in a position to assure you of any particular reAtcordingly, you are advised to seek appropnmtédessional advic
as to how the relevant laws in your country maylappyour situation.

If you are a citizen or resident of a country othlean the country in which you are working or ifuy¢ransfe
employment after the Performance Units are gratdgmu, the information contained in this Exhibifd@ the countr
you work in at the time of grant may not be apgileato you and the Company, in its discretion, deiees to whe
extent the terms and conditions contained hereal bk applicable to you. If you transfer resideacyl/or employme
to another country or are considered a resideahother country listed in this Exhibit B after therformance Units a
granted to you, the terms and/or information comdifor that new country (rather than the origgrant country) me
be applicable to you.
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ALGERIA
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Exchange Control Information .

You acknowledge that, even though you receive antash payment upon vesting of the PerformancesUyou stil
may be subject to certain exchange control requrgsnunder local lawsyou are required to repatriate any ¢
payment you receive upon settlement of the Perfoca&Jnits to AlgeriaYou are advised to consult with your pers:
legal consultant to ensure compliance with any argle control obligations arising from your partatipn in the Plan.
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ANGOLA
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Exchange Control Information .

You acknowledge that, even though you receive antash payment upon vesting of the PerformancesUyou stil
may be subject to certain exchange control requergsnunder local laws. Wu must repatriate any cash payment
receive upon settlement of the Performance Unitérigola. You are advised to consult with your personal |
consultant to ensure compliance with any exchaongéal obligations arising from your participationthe Plan.
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AUSTRALIA
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Exchange Control Information .

Exchange control reporting is required for cashdaeztions exceeding AUD10,000 and for internatidnatl transfer:
The Australian bank assisting with the transactidhfile the report for you. If there is no Austian bank involved i

the transfer, you will have to file the report.

B-4




US/INTERNATIONAL EMPLOYEE (EXHIBIT B)

AZERBAIJAN
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

There are no country-specific provisions.
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BRAZIL
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Compliance with Laws.

By accepting the Performance Units, you agree ybat will comply with Brazilian law when you receitbe cas
payment upon vesting of the Performance Units. ¥®0 agree to report any and all taxes associaiédtiae cas
payment upon vesting of the Performance Units.

Exchange Control Information .

You must prepare and submit a declaration of asswlsrights held outside Brazil to the Central Bamkan annu.
basis if you hold assets or rights valued at mioaa 1JS$100,000.
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CANADA
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Foreign Account/Asset Tax Reporting Information.

You may be required to report your foreign propemyForm T1135 (Foreign Income Verification Statethé the tota
cost of your foreign property exceeds C$100,00hgttime in the year.

The following provisions shall apply if you areesident of Quebec:

Data Privacy .

This provision supplements Paragraph 9 of the Agese:

You hereby authorize the Company and represensatiVeany Subsidiary or affiliate to discuss withdambtain al
relevant information from all personnel, professibar not, involved in the administration and opiera of the Plar
You further authorize the Company and any Subgidwaraffiliate and the administrators of the Plandisclose ar
discuss the Plan with their advisors. You furthgtharize the Company and any Subsidiary or afélit record suc
information and to keep such information in youe.fi

Termination of Employment.

The following provision supplements Paragraph thefAgreement:

In the event of your termination of employment &y reason (whether or not in breach of local ldbws), unles
otherwise provided in this Agreement or the Plamyryright to vest in the Performance Units, if angll terminate
effective as of the date that is the earlier oftfi date upon which your employment with the Comypar any of it
Subsidiaries is terminate; (2) the date you aréonger actively employed by or providing servicegtie Company
any of its Subsidiaries; or (3) the date you reeeiritten notice of termination of employment frahe Employel
regardless of any notice period or period of palyein of such notice required under applicable l&wsluding, but nc
limited to statutory law, regulatory law and/or aowon law); the Company shall have the exclusive rdtgm tc
determine when you are no longer actively empldgegurposes of the Performance Units (includingthler you ma
be considered to be providing services while omeaé of absence).

Language Consent

The parties acknowledge that it is their expreshwiat the Agreement, including this Exhibit, adlas all document
notices and legal proceedings entered into, givensbituted pursuant hereto or relating directtyrairectly hereto, k
drawn up in English.

Consentement relatif a la langue utilisée. Les iparfeconnaissent avoir expressément souhaité @uwmhventio
(«Agreement») ainsi queette Annexe, ainsi que tous les documents, apeédures judiciares, éxécutés, donné
intentés en vertu de, ou liés directement ou ind&@ent a la présente convention, soient redigéaregue anglaise.
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CHINA
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Cash Awards Granted for Retention Purposes Only.

The following provision supplements Section 7(gjhed Agreement:

Notwithstanding anything contrary in the Agreemesai) understand and agree that the Performance dretgrante
by the Company to you for retention purposes omlg do not constitute variable income or part of ryaorma
compensation or salary.

No Entitlement to Cash Amounts Prior to Payment The following provision supplements Sections Bn8él 7(g) c
the Agreement:

You understand that the Performance Units are gdatat you by the Company and do not constituteatagiincome ¢
compensation received from the Employer in connaatvith your employment. You understand and agmehave n
right to the cash payment upon vesting/settlemétiteoPerformance Units until said payments araallgt paid to you
In the event you terminate employment prior to plagment date and are not otherwise entitled toosafa portio
under Section 2(b)d), you understand and agree that all rights toP#dormance Units and the payments theret
shall be lost as of your termination date, notwihding your rendering of services or other contidns over th
Performance Period or thereafter. The Committedl $tave the exclusive authority to determine whesu yare
terminated for purposes of the Performance Unit.
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INDIA
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Exchange Control Information .

You must repatriate the proceeds from the settlérobyour Performance Units and convert the prosedeatb loca
currency within a reasonable timeframe.€. , 90 days of receipt. You will receive a foreigrward remittanc
certificate (“FIRC”)from the bank where you deposit the foreign curyeiYou should maintain the FIRC received fi
the bank as evidence of the repatriation of thel$un the event that the Reserve Bank of Indidne&mployer reques
proof of repatriation It is your responsibility to comply with applicable exchange control laws in India.

Foreign Account/Asset Tax Reporting Information.

You are required to declare in your annual taxrrefa) any foreign assets held by you or (b) amgigm bank accour
for which you have signing authority.
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INDONESIA
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Exchange Control Information .

If you remit funds into Indonesia, the IndonesiaanB through which the transaction is made will sitlanweport on th
transaction to the Bank of Indonesia for statistieporting purposes. For transactions of US$10,600nore,
description of the transaction must be includethenreport. Although the bank through which thageection is made
required to make the report, you must complete rari3fer Report Form.The Transfer Report Form will be provic
to you by the bank through which the transactiaio ise made.
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IRAQ
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

There are no country-specific provisions.
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ITALY
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Data Privacy Notice.

This section replaces Paragraph 7 of the Agreement:

You understand that the Employer, the Company aydSaibsidiary may hold certain personal informatdsout yot
including, but not limited to, your name, home adr and telephone number, date of birth, socialramee (to th
extent permitted under Italian law) or other idicdition number, salary, nationality, job title,yadirectorships held
the Company or any Subsidiary, details of all Pennce Units granted, awarded, canceled, vestedgsted c
outstanding in your favor, for the exclusive pugo$ implementing, managing and administering tlaa IP'Data”).

You also understand that providing the Company WBi#ita is necessary for the performance of the Riehthat you
refusal to provide such Data would make it impdssibr the Company to perform its contractual odfigns and me
affect your ability to participate in the Plan. TBentroller of personal data processing is KBR,Imdgth registere
offices at 601 Jefferson Street, Suite 3400, Hoysiexas 77002, U.S.A, and, pursuant to Legislaideree nc
196/2003, its representative in Italy is Kelloggo®n & Root Projects Limited, with registered officat Deloitte ¢
Touche, Via Tortona 25, Milan, Italy.

You understand that Data will not be publicizedt humay be transferred to banks, other financmtitutions, o
brokers involved in the management and adminismadf the Plan. You understand that Data may adstdnsferred 1
the Companys stock plan service provider, Morgan Stanley Srigliney, or such other administrator that ma
engaged by the Company in the future. You furthedewstand that the Company and/or any Subsidialiytnansfe
Data among themselves as necessary for the pugbpas@lementing, administering and managing youtip@ation ir
the Plan, and that the Company and/or any Subgidiey each further transfer Data to third partissising th
Company in the implementation, administration, exahagement of the Plan. Such recipients may receossess, us
retain, and transfer Data in electronic or othemfofor the purposes of implementing, administeriagd managir
your participation in the Plan. You understand thate recipients may be located in or outsidé&Etim@pean Econom
Area, such as in the United States or elsewhemul8hthe Company exercise its discretion in suspgndll necessa
legal obligations connected with the managementainistration of the Plan, it will delete Data sson as it he
completed all the necessary legal obligations cotegewith the management and administration oPtlae.

You understand that Data-processing related tgthposes specified above shall take place undensaied or non-
automated conditions, anonymously when possibé, domply with the purposes for which Data is cuibel and wit
confidentiality and security provisions, as settloby applicable laws and regulations, with specieference 1
Legislative Decree no. 196/2003.

The processing activity, including communicatiohe ttransfer of Data abroad, including outside & Buropea
Economic Area, as herein specified and pursuargpgicable laws and regulations, does not requirer \conser
thereto as the processing is necessary to perfagnari contractual obligations related to implemgotg
administration, and management of the Plan. Yoterstdnd that, pursuant to Section 7 of the LegvedDecree n¢
196/2003, you have the right to, including but inoited to, access, delete, update, correct, oniteate, for legitimate
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reason, the Data processing. Furthermore, you\sageathat Data will not be used for direct markgtpurposes. |
addition, Data provided can be reviewed and questay complaints can be addressed by contacting lgoal huma
resources representative.

Plan Document Acknowledgment

In accepting the Performance Units, you acknowlgtigeyou have received a copy of the Plan anditireement an
have reviewed the Plan and the Agreement, incluthirsgExhibit B, in their entirety and fully undéasd and accept .
provisions of the Plan and the Agreement, includimg Exhibit B. You further acknowledges that ylwave read ar
specifically and expressly approve the followingdgaphs of the Agreement: Paragraph 2; Paragraplaydnent
Vested Performance Units; Paragraph 5: Limitatiopen Transfer; Paragraph 6: Withholding of Tax;d@aaph 7
Nature of Grant; Paragraph 14: Electronic Delivaryd Acceptance; Paragraph 17: Governing Law andu&
Paragraph 19: Exhibit B and the Data Privacy Naticiis Exhibit B.

Foreign Account/Asset Tax Reporting Information.

Starting from tax returns filed in 2014 for fisgaar 2013, if you are an Italian resident who, rat ame during th
fiscal year, hold foreign financial assets (inchglcash) which may generate income taxable in,Itedy are required
report these assets on your annual tax returrhéyear during which the assets are held, or greaia form if no ta
return is due. These reporting obligations alsoyafgpyou are the beneficial owner of foreign firaal assets und
Italian money laundering provisions.

Foreign Financial Assets Tax Information.

As from 2011, Italian residents may be subjectatodn the value of financial assets held outsiddabf. The taxabl
amount will be the fair market value of the finaal@ssets on December 31 of each year.
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JAPAN
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Foreign Account/Asset Tax Reporting Information.

If you are a resident of Japan or a foreign natievizo has established permanent residency in Jagmanwill be
required to report details of any assets (inclugiagh payment upon vesting of Performance Unitis) bietside Jap:
as of December 31st of each year, to the exteriit agsets have a total net fair market value exngeéi0,000,00(
Such report will be due by March 15th of the follog/year. The penalty for fraudulent reportingnmgrisonment up 1
one year or a fine up to5¥0,000. You should consult with your personal éavisor as to whether the report
obligation applies to you.
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KAZAKHSTAN
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Exchange Control Information .

You are responsible for complying with applicalskeleange control regulations in Kazakhstan. As ttelhange contrc
regulations in Kazakhstan may change without nptioa should consult a legal advisor to ensure diamge with the
regulations.
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KOREA
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Foreign Account/Asset Tax Reporting Information.

You will be required to declare all foreign accaufi.e ., nonKorean bank accounts, brokerage accounts, etthe
Korean tax authorities and file a report if the iy balance of such accounts exceeds a certaih(lrrently KRW
billion or an equivalent amount in foreign currepcy
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MEXICO
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Acknowledgement of the Agreement

In accepting the award of Performance Units, yoknawledge that you have received a copy of the ,Pheave
reviewed the Plan and the Agreement in their egtmad fully understand and accept all provisiohthe Plan and tf
Agreement. You further acknowledge that you havadrand specifically and expressly approve the teamc
conditions of Paragraph 6 of the Agreement, in Whine following is clearly described and establishe

(1)  Your participation in the Plan does not constitateacquired rigk

(2)  The Plan and your participation in the Plan arerefdl by the Company on a wholly discretionary b

(3)  Your participation in the Plan is voluntz

Labor Law Acknowledgement and Policy Statement

In accepting the award of Performance Units, yopressly recognize that KBR, Inc., with registerdfices at 60.
Jefferson Street, Suite 3400, Houston, Texas 7A0(RA., is solely responsible for the administratof the Plan ar
that your participation in the Plan and receiptPefrformance Units does not constitute an employmaationshi
between you and KBR, Inc. since you are partianggaiin the Plan on a wholly commercial basis and ywale employe
is KBR in Mexico (“KBR-Mexico”),not KBR, Inc. in the U.S. Based on the foregoingy gxpressly recognize that
Plan and the benefits that you may derive fromiggetion in the Plan do not establish any righgsaeen you and yo
Employer, KBR-Mexico, and do not form part of the@oyment conditions and/or benefits provided byR<Blexica
and any modification of the Plan or its terminatisimall not constitute a change or impairment of tdwens an
conditions of your employment.

You further understand that your participationhie Plan is as a result of a unilateral and dismmaty decision of KBF
Inc.; therefore, KBR, Inc. reserves the absoluwgatrto amend and/or discontinue your participaibany time withot
any liability to you.

Finally, you hereby declare that you do not reseéovgourself any action or right to bring any claagainst KBR, Inc
for any compensation or damages regarding any giopviof the Plan or the benefits derived underRlan, and yo
therefore grant a full and broad release to KBR,,lits Subsidiary, affiliates, branches, represon offices, it
shareholders, officers, agents or legal represeasatvith respect to any claim that may arise.

Reconocimiento del Conven.

Aceptando este Prem(Award), el Participante reconoce que ha recibid@mcopia del Plan, que lo ha revisado cc
asi también el Convenio en el Participante totalidg comprende y esta de acuerdo con todas lagsispnes tant
del Plan como del Convenio. Asimismo, su reconace htp leido y especificamente y expresamente ewtaifl:
conformidad del Participante con los términos y diciones establecidos en la clausula 6 le dichoveoio, en el cui
se establece claramente que:
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Q) La participacion del Participante en el Plan de gima manera constituye un derecho adquir

(2) Que el Plan y la participacion del Participante ehmismo es una oferta por parte de KBR, Inc
forma completamente discrecion

3) Que la participacion del Participante en el Planveduntaria.

Reconocimiento de Ausencia de Relacién Laboral ywldeacion de la Politice.

Aceptando este Premio, el Participante reconoceKfBR, Inc. y sus oficinas registradas en 601 JsfferStreet, Suli
3400, Houston, Texas 77002, U.S.A., es el uniquoresble de la administracion del Plan y que latiggyacion de
Participante en el mismo y la adquisicion de Acemmo constituye de ninguna manera una relaciooribentre e
Participante y KBR, Inc., toda vez que la partidiga del Participante en el Plan deriva unicamede&una relacio
comercial con KBR, Inc., reconociendo expresamgnote el unico empleador del Participante lo es KBRMgeXic(
(“KBR-Mexico”), no es KBR, Inc. en los Estados WsdDerivado de lo anterior, el Participante expresang
reconoce que el Plan y los beneficios que pudiedanvar del mismo no establecen ningin derechoeee
Participante y su empleador, K-México, y no forman parte de las condiciones lakesg/o prestaciones otorgac
por KBF-México, y expresamente el Participante reconoce auadquier modificaciéon al Plan o la terminacionl
mismo de manera alguna podra ser interpretada caneomodificacion de los condiciones de trabajoRktticipante.

Asimismo, el Participante entiende que su participa en el Plan es resultado de la decision unikitg discrecione
de KBR, Inc., por lo tanto, KBR, Inc. se reservaalecho absoluto para modificar y/o terminar larfi@pacion de
Participante en cualquier momento, sin ninguna oesabilidad para el Participantt

Finalmente, el Participante manifiesta que no s&rea ninguna accion o derecho que origine una delaan contr
de KBR, Inc., por cualquier compensacion o dafaetacion con cualquier disposicion del Plan o ds lmeneficio
derivados del mismo, y en consecuencia el Partidgatorga un amplio y total finiquito a KBR, Insys Entidade
Relacionadas, afiliadas, sucursales, oficinas dgresentacion, sus accionistas, directores, ageptespresentantt
legales con respecto a cualquier demanda que padiergir.
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NIGERIA
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

There are no country specific provisions.
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PHILIPPINES
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

There are no country-specific provisions.
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QATAR
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

There are no country specific provisions.
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RUSSIA
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

U.S. Transaction.

You understand that the Performance Units shalldiiel and the Agreement shall be concluded and rbeceffectivi
only when the Agreement is sent and/or receivetheyCompany in the United States.

Exchange Control Information .

You must repatriate the cash payment from theese#tht of the Performance Units within a reasonahiyt time ¢
receipt. The cash payment must be initially creblite you through a foreign currency account openeggbur name ¢
an authorized bank in Russia. After the funds aitally received in Russia, they may be furthemitted to foreigi
banks in accordance with Russian exchange coatnd. |

Data Privacy .

The following provisions supplement Paragraph %talRrivacy Notice and Consent provision in the Agnent and 1
the extent inconsistent, the below language foisRusupersedes Paragraph 9: Data Privacy:

You understand and agree that the Company mayreegqou to complete and return a Consent to Praogss
Personal Data form (the “Consentty the Company. If a Consent is required by the @amyg but you fail to provic
such Consent to the Company, you understand ame dgat the Company will not be able to administenaintain th
Performance Units or any other awards. Therefooe, ynderstand that refusing to complete any redquensent ¢
withdrawing your consent may affect your ability participate in the Plan. For more information oy aequire
Consent or withdrawal of consent, you understandmay contact the U.S. human resources representatiS. stoc!
administration.
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SAUDI ARABIA
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Securities Law Information .

This document may not be distributed in the Kingdanaudi Arabia except to such persons as areifiednunder th
Offers of Securities Regulations issued by the @aplarket Authority.

The Capital Market Authority does not make any espntation as to the accuracy or completenessoAdgineemen
and expressly disclaims any liability whatsoevardny loss arising from, or incurred in relianceonpany part of tr
Agreement. You are hereby advised to conduct yaur due diligence on the accuracy of the informatelating to th
Performance Units. If you do not understand thees of the Agreement, you should consult your egwisor or a
authorized financial adviser.
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SINGAPORE
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Director Notification Information .

If you are a director of a Singapore Subsidiaryy yway need to notify the Singapore Subsidiary iring within twa
business days of your receiving an interesig(, Performance Units) in the Company or any Subsjidia within twc
business days of you becoming a director if suchntmest exists at the time. This notificationuggment also appli
to an associate director of the Singapore Subgidiad to a shadow director of the Singapore Sufsidii.e., ar
individual who is not on the board of directorstbé Singapore Subsidiary but who has sufficientrobdrso that th
board of directors of the Singapore Subsidiary astsaccordance with the “directions and instructiorof the
individual).
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SOUTH AFRICA
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Tax Withholding Notification .

By your acceptance of the Performance Units and\treement, you agree to notify your Employer & #mount yo
receive upon settlement of the Performance UniteeQhe notification is made, your Employer wiltaib a directiv
from the South African Revenue Service as to theecb amount of tax to be withheld. If you fail &mlvise you
Employer of any cash settlement you receive, yoy bw liable for a fine. You will be responsible fpaying an
difference between the actual tax liability and dimeount withheld.

Exchange Control Information .

You are solely responsible for complying with appble South African exchange control regulationscdiise tt
exchange control regulations change frequentlyaitidout notice, you should consult your legal advigrior to th
settlement of the Performance Units to ensure camge with current regulations. As noted, it is yoesponsibility ti
comply with South African exchange control lawsd areither the Company nor your Employer will béoleafor an
fines or penalties resulting from failure to compligh applicable laws.
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SWEDEN
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

There are no country specific provisions.
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THAILAND
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Exchange Control Information.

If proceeds from the cash payment upon vestinghefRerformance Units are equal to or greater th&$50,000 c
more in a single transaction, you must repatribte groceeds to Thailand immediately upon receigt @nvert th
funds to Thai Baht or deposit the proceeds in aifor currency deposit account maintained by a bankhailanc
within 360 days of repatriation. In addition, yowsh report the inward remittance to the Bank ofilBimal on a foreig
exchange transaction form. If you fail to complytiwihese obligations, you may be subject to pesmlssessed by
Bank of Thailand. Because exchange control reguiatchange frequently and without notice, you sthaohsult you
personal advisor. You are responsible for ensucmgpliance with all exchange control laws in Thadaand neithe
the Company nor any of its Subsidiaries will bélgafor any fines or penalties resulting from ydaiture to compl
with applicable laws.
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TURKEY
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

There are no country-specific provisions.
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UNITED ARAB EMIRATES
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Securities Law Information .

The Plan is only being offered to qualified Emplegend is in the nature of providing equity incezgito employees
the Company’s affiliate in the United Arab Emira(e@dAE”). Any documents related to the Plan, including then
Plan prospectus and other grant documents (“Placuibents”),are intended for distribution only to such Empla
and must not be delivered to, or relied on by, atiher person. Prospective participants should ccinitheir own du
diligence on the securities. If you do not underdtdhe contents of the Plan Documents, you shoaltsut ai
authorized financial adviser.

The Emirates Securities and Commodities Authorias mo responsibility for reviewing or verifying arBlar
Documents nor taken steps to verify the informasienout in them, and thus, are not responsibledon documents.
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UNITED KINGDOM
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Withholding of Taxes.

This section supplements Paragraph 5 of the Agreeme

Notwithstanding Paragraph 5 of the Agreement, ygnea that if you do not pay or the Employer or @mmpany doe
not withhold from you the full amount of TaRelated Items that you owe due to the vestingéseéht of th
Performance Units, or the release or assignmetiieoPerformance Units for consideration, or thesiggcof any othe
benefit in connection with the Performance Unike (tTaxable Event’within 90 days after the Taxable Event, or ¢
other period specified in Section 222(1)(c) of th&. Income Tax (Earnings and Pensions) Act 20B8ntthe amou
of income tax that should have been withheld statistitute a loan owed by you to the Employer, @iffe 90 day
after the Taxable Event. You agree that the lodhhbeiar interest at Her Majesty’s Revenue & CustdffVIRC”)
official rate and will be immediately due and reglle by you, and the Company and/or the Employsar maeover it &
any time thereafter by withholding the funds froatasy, bonus or any other funds due to you by tmplgyer, or fron
the cash payment from the settlement of the Pedonom Units or by demanding cash or a cheque fram You als:
authorize the Company to delay the issuance otasly settlement to you unless and until the loaegaid in full.

Notwithstanding the foregoing, if you are an office executive director (as within the meaning ett®n 13(k) of th
U.S. Securities and Exchange Act of 1934, as anthndiee terms of the immediately foregoing proumsiwill not
apply. In the event that you are an officer or ex@e director and the amount necessary to satisfyTaxRelater
Items is not collected from or paid by you withid 8ays of the Taxable Event, any uncollected ansoahincome ta
may constitute a benefit to you on which additiomalome tax and national insurance contributiony tma payable
You understand that you will be responsible fororéipg any income tax due on this additional beneiiectly tc
HMRC under the seléssessment regime and for reimbursing the CompanlyeoEmployer (as appropriate) for
value of any national insurance contributions dodhas additional benefit. You acknowledge that @@mpany or th
Employer may recover any such additional incomeatak national insurance contributions at any tinezdafter by ar
of the means referred to in Paragraph 5 of the é&gsmnt.
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FORM OF NONSTATUTORY STOCK OPTION AGREEMENT
FOR US AND NON-US EMPLOYEES

AGREEMENT by and between KBR, Inc., a Delaware ooation (the “Company”)anc
“Employee”) made effective as of (the “Grant Date”).

To carry out the purposes of the KBR, Inc. 2006ckstand Incentive Plan, as amended and restate
“Plan”), by affording Employee the opportunity tarphase shares of common stock of the Company ¢kStoand ir
consideration of the mutual agreements and othétersaset forth herein and in the Plan, the Comgary Employe
hereby agree to the following terms set forth her&xcept as defined herein, capitalized termsl| $taale the san
meanings ascribed to them under the Plan.

1. Grant of Option . The Company hereby irrevocably grants to Employeeright and optic
(“Option”) to purchase an aggregate of shares of &tdtle option price indicated below, on the teane
conditions set forth herein and in the Plan, whgmcorporated herein by reference as a partiefAlgreement. Th
Option shall not be treated as an incentive stqukoo within the meaning of Section 422(b) of theSUInterne
Revenue Code.

2. Option Price . The purchase price of Stock to be paid by Emplguesuant to the exercise
this Option shall equal the closing sale price gare for KBR, Inc. as reported in composite tratigas for the Ne
York Stock Exchange, Inc. on the Grant Date (theefEise Prlce”)

3. Exercise of Option. Subject to the earliest expiration of this Optianherein provided, tr
Option may be exercised by providing notice of edsar in the manner specified by the Company franetio time
Exercise of this Option must occur during the ragtlading hours in which the Stock is traded aNew York Stoc
Exchange or other principal exchange on which ttexlSis then traded. Except as otherwise provideldwvb, this
Option shall not be exercisable for more than ae@age of the aggregate number of shares of Siibeted by thi
Option determined by the number of full years friiva Grant Date to the date of such exercise, inordance with th
following schedule:

Percentage of Stock

Number of Full Years That May Be Purchased
Less than 1 year 0%
1 year 33 %%
2 years 66 %%
3 years 100%

However, Company shall seek recovery of any benpfibvided hereunder to Employee if such recc
is required by any clawback policy adopted by tlmen@any, which may be amended from time to timduuhiag, bu
not limited to, any clawback policy adopted to
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satisfy the minimum clawback requirements adoptedeu the Dodd-rank Wall Street Reform and Consu
Protection Act of 2010 and the regulations thereurd any other applicable law.

This Option is not transferable otherwise than by av the laws of descent and distribution or pas
to a “qualified domestic relations ordea’s defined by the U.S. Internal Revenue Code angd beaexercised durit
Employee’s lifetime only by Employee, Employseuardian or legal representative or a transfaneler a qualifie
domestic relations order. Upon any attempt to teansssign, pledge, hypothecate or otherwise disd this Optio
or of such rights contrary to the provisions hereoin the Plan, or upon the levy of any attachnwrgimilar proces
upon this Option or such rights, this Option andrstghts shall immediately become null and voilisTOption may t
exercised only while Employee remains an employeékeoCompany, subject to the following exceptions:

(@) If Employees employment with the Company terminates by readafisability (disability
being defined as being physically or mentally iradalp of performing either the Employeeisual duties .
an Employee or any other duties as an EmployeettigaCompany reasonably makes available and
condition is likely to remain continuously and pamently, as determined by the Company or emplc
Subsidiary), this Option may be exercised in full Bmployee (or Employes’estate or the person v
acquires this Option by will or the laws of descand distribution or otherwise by reason of thetloled
Employee) at any time during the period ending 't @arlier of the Expiration Date (as defined be¢lov
the third anniversary of the date of Employetrmination of employment. Notwithstanding theefging, i
Employees termination of employment by reason of disabiibcurs during the first six months follow
the Grant Date, this Option may be exercised ihauany time during the period ending on the eauif the
Expiration Date or the fourth anniversary of théedaf Employee’s termination of employment.

(b) If Employee dies while in the employ of tGempany, Employeeg’estate, or the person v
acquires this Option by will or the laws of descant distribution or otherwise by reason of thetldexd
Employee, may exercise this Option in full at anyet during the period ending on the earlier of
Expiration Date or the third anniversary of theedat Employees death. Notwithstanding the foregoing
Employee dies during the first six months followitigg Grant Date, this Option may be exercised lnaft
any time during the period ending on the earliethefExpiration Date or the fourth anniversaryhs tate ¢
Employee’s termination of employment.

(c) If Employees employment with the Company terminates by rea$@mormal retirement
or after age 65, this Option may be exercised bylbyee at any time during the period ending or
Expiration Date, but only as to the number of shafeStock Employee was entitled to purchase ord#te
of such exercise in accordance with the scheduldosth above. In connection with the terminatiof
Employees employment with the Company by reason of eardiyerent, applicable management of
Company and/or business unit/group may recommeridegdCommittee or its delegate, as applicable
this Option be retained. In such event, the Conemitir its delegate, as the case may be, shalldmrsic
recommendation and




US/INTERNATIONAL EMPLOYEE

may, in the Committee’s or such delegateble discretion, approve the retention of thigi@ypfollowing
such early retirement, in which case the Option imagxercised by Employee at any time during thed
ending on the Expiration Date, but only as to thenber of shares of Stock Employee was entitle
purchase on the date of such exercise in accordamiceéhe schedule set forth above. If, after estient a
set forth above, Employee should die, this Opticay rhe exercised in full by Employeseéstate (or tf
person who acquires this Option by will or the laafglescent and distribution or otherwise by reasfotine
death of the Employeeluring the period ending on the earlier of the Eagoon Date or the third annivers.
of the date of Employee’s death.

Notwithstanding the foregoing, if the Company detees that there has been a legal judg
and/or legal development in Employegurisdiction that likely would result in the fanable retiremet
treatment that applies to the Option under the BEing deemed unlawful and/or discriminatory, Engpk
shall not be entitled to exercise this Option ay &ime prior to the Expiration Date upon Employee
attainment of age 65 while still employed by thenpany. Instead, the Employee shall be entitle
exercise this Option at any time prior to the Eapan Date when Employee's employment is terminéde
any reason with at least 25 years of service aCmapany or employing Subsidiary (or such lessenlye
of years of service under special circumstancesasbe determined in the Committee’s (or its delegga
sole discretion) subject, however, to this beingsidered nondiscriminatory by legal counsel andhg
Committee's (or its delegate’s) sole discretioafgprove such extension of exercisability.

(d) If Employees employment with the Company terminates for amgoa other than those
forth in subparagraphs (a) through (c) above, @pson may be exercised by Employee at any timéng
the period of 30 days following such terminationby Employees estate (or the person who acquires
Option by will or the laws of descent and distribator otherwise by reason of the death of the ©Byg#
during a period of six months following Employed®sath if Employee dies during such @8y period, but i
each case only as to the number of shares of Sogiloyee was entitled to purchase hereunder
exercise of this Option as of the date Employegipleyment so terminates.

This Option shall not be exercisable in any everdrgo the expiration of six months from the daf
grant hereof or after the expiration of ten yeaosf the date of grant hereof (the “Expiration Datedtwithstandin
anything hereinabove contained. The purchase pfi&ock as to which this Option is exercised shalpaid in full
the time of exercise in cash (in the form and mapnescribed by the Company). At Employgeéquest or the requ
of another person entitled to exercise this Optamng to the extent permitted by applicable law, @menmittee in it
discretion may selectively approve “cashless egef@rrangements with a brokerage firm under which sarokerag
firm, on behalf of Employee or such other persoereising this Option, shall pay to the Companytsrdesignee tt
Exercise Price of this Option or of the portion rgpiexercised, and the Company or its designeeugntsto a
irrevocable notice from Employee or such other gersxercising this Option, shall promptly delivbetshares beii
purchased to such firm. No fraction of a sharetotks shall be issued by the Company upon exerdisieioOption o
accepted by the Company in payment of the purchiase thereof; rather, Employee shall provide
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a cash payment for such amount as is necessaiffetd the issuance and acceptance of only wholeeshaf Stoclt
Unless and until a certificate or certificates ssg@mting such Stock shall have been issued by tmapény t
Employee, Employee (or the person permitted toaserthis Option in the event of Employgeleath) shall not be
have any of the rights or privileges of a sharedoltf the Company with respect to Stock acquiraplen an exercise
this Option.

4. Withholding of Tax . Employee acknowledges that, regardless of anyratdicen by the Compa
or, if different, Employee’s employer (“Employerthe ultimate liability for all income tax, socialdurance, payrc
tax, fringe benefits tax, payment on account oeptax-related items related to Employeparticipation in the Plan a
legally applicable to Employee (“Tax-Related Itejnsé and remains Employeetresponsibility and may exceed
amount actually withheld by the Company and/or Emeployer. Employee further acknowledges that thenfgamn
and/or the Employer (i) make no representationamatertakings regarding the treatment of any Rajated Items |
connection with any aspect of this Option, inclgdibut not limited to, the grant, vesting, exeradehis Option, th
subsequent sale of shares of Stock acquired purtuanich exercise and the receipt of any divideadd (ii) do nc
commit to and are under no obligation to structilme terms of the grant or any aspect of this Optmmeduce ¢
eliminate the Employee’s liability for TaRelated Items or achieve any particular tax resultther, if Employee
subjected to TaRelated Items in more than one jurisdiction betwibenGrant Date and the date of any relevant ta
event, Employee acknowledges that the Company anldéo Employer (or former employer, as applicabigy be
required to withhold or account for Tax-Relatedrsein more than one jurisdiction.

Prior to any relevant taxable or tax withholdingeely as applicable, Employee agrees to pay or
adequate arrangements satisfactory to the Compatigrathe Employer to satisfy all Taelated Items. In this rega
Employee authorizes the Company and/or the Emplayetheir respective agents, at their discrettonsatisfy th
obligations with regard to all Tax-Related Itemsdme or a combination of the following:

(@) withholding from Employee’wages or other cash compensation paid to Employ
the Company and/or the Employer; or

(@ withholding from proceeds of the sale of sharesStfck acquired upon exercise of
Option either through a voluntary sale or throughamdatory sale arranged by the Company (on Emeleye
behalf pursuant to this authorization without ferticonsent); or

(b) withholding in shares of Stock to be issued uparesge of this Option.

Depending on the withholding method, the Company mighhold or account for TaRelated Items &
considering applicable minimum statutory withholglimmounts or other applicable withholding rategluding
maximum applicable rates, in which case Employderaceive a refund of any ovevithheld amount in cash and v
have no entitlement to the shares of Stock. lfothlegation for TaxRelated Items is satisfied by withholding in shavt
Stock, for tax purposes, Employee is deemed to haea issued the full number of shares of Stoclestib
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to this Option, notwithstanding that a number ddrsis of Stock are held back solely for the purmdggaying the Tax-
Related Items.

Employee agrees to pay to the Company or the Ereploycluding through withholding fro
Employee's wages or other cash compensation p&ddoyee by Company and/or the Employer, any amoimax-
Related Items that the Company or the Employer beayequired to withhold or account for as a restiEmployees
participation in the Plan that cannot be satisbigdhe means previously described. The Companynefage to issue
deliver the shares of Stock or the proceeds ofstle of the shares of Stock, if Employee fails ¢anply with
Employee’s obligations in connection with the Tagld&ed Items.

Notwithstanding the preceding provisions of thisa@saph 4, Employee’s liability with respect to Ta
Related Items shall be subject to any internatidaalassignment agreement then in effect betweepldy®e and tr
Company, the Employer or any of their respectiviliates or any tax policies or procedures applieatn the
Employees home country, and in the event of any conflictiveen the terms of this Paragraph 3 and the tefragab
international tax assignment agreement or suclpaégies or procedures, the terms of such inteonati tax assignme
agreement or such tax policies or procedures, plscaple, shall control.

5. Status of Stock. The Company shall not be obligated to issue anyeshaf Stock pursuant to
Option at any time, when the offering of the shareStock covered by such Option has not been texgid under tt
U.S. Securities Act of 1933, as amended (the “Aatifl such other country, federal or state lawssrateegulations
the Company deems applicable and, in the opiniolegdl counsel for the Company, there is no exampfiom the
registration. The Company intends to use its bistte to ensure that no such delay will occurthHa event exemptic
from registration under the Act is available upaon exercise of this Option, Employee (or the perpemmitted t
exercise this Option in the event of Employedéath or incapacity), if requested by the Compgardo so, will execu
and deliver to the Company in writing an agreentamtaining such provisions as the Company may redoiensut
compliance with applicable U.S., state, local gefgn securities laws.

Employee agrees that the shares of Stock which &raplmay acquire by exercising this Option will
be sold or otherwise disposed of in any manner lwkiould constitute a violation of any applicablewsdies laws
whether federal, state, local or foreign. Emplogés® agrees (i) that the certificates represeritiegshares of Sto
purchased under this Option may bear such legerdgends as the Company deems appropriate in ¢todensur
compliance with applicable securities laws, (iiatththe Company may refuse to register the transféhe shares
Stock purchased under this Option on the stockstesimecords of the Company if such proposed teansbuld in th
opinion of counsel satisfactory to the Company tars a violation of any applicable securities land (iii) that th
Company may give related instructions to its transfgent, if any, to stop registration of the tfan®f the Stoc
purchased under this Option.

6. Employment Relationship. For purposes of this Agreement, Employee shalldmsidered to be
the employment of the Company as long as Emplogg®ins an employee of the Company, a Parent Cdiqora
Subsidiary of the Company, or a corporation or eefaCorporation or subsidiary of such corpora@asuming ¢
substituting a new option for this Option. Any ques as to whether and when there has been a tationof suc
employment,
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and the cause of such termination, shall be detenby the Committee or its delegate, as apprapraad suc
determination shall be final.

7. Data Privacy Notice and Consent Employee hereby explicitly and unambiguously conteit
the collection, use and transfer, in electronic ather form, of Employees personal data as described in t
Agreement and any other Option grant materials bydaamong, as applicable, Employ s employer, the Compar
and its Subsidiaries for the exclusive purpose ahplementing, administering and managing Employee’
participation in the Plan.

Employee understands that the Company and the Emgptomay hold certain personal informatic
about Employee, including, but not limited to, Engylees name, home address and telephone number, datartt,
social insurance number or other identification nulber, salary, nationality, job title, any shares @tock o
directorships held in the Company, details of allpibns or any other entitlement to shares of Stoalarded
canceled, exercised, vested, unvested or outstandim Employees favor, for the purpose of implementir
administering and managing the Plan (“Data”’)Employee understands that Data will be transferréal Morgar
Stanley Smith Barney or such other stock plan serviprovider as may be selected by the Company énftiure.
which is assisting the Company with the implememat administration and management of the Plan. Eiopee
understands that the recipients of the Data maylbeated in the United States or elsewhere, and ttieg recipients
country (e.g., the United States) may have different data priydaws and protections than Employeetountry
Employee understands that if he or she resides m&gthe United States, he or she may request awish the name
and addresses of any potential recipients of thetdhy contacting Employee’local human resources representati
Employee authorizes the Company, Morgan Stanley tBriarney and any other possible recipients whiclkaymassis
the Company (presently or in the future) with imphenting, administering, and managing the Plan toceve
possess, use, retain and transfer the Data, in &lmtc or other form for the sole purpose of implemting,
administering and managing Employegparticipation in the Plan. Employee understandsat Data will be held onl
as long as is necessary to implement, administed amnage Employee’s participation in the Plan.

Employee understands that if he or she resides mlgghe United States, he or she may, at any t
view Data, request additional information about thstorage and processing of Data, require any neegey
amendments to Data or refuse or withdraw the contseherein, in any case without cost, by contactimgwriting
Employers local human resources representative. Further, plimyee understands that he or she is providing
consents herein on a purely voluntary basis. If Elapee does not consent, or if Employee later saek®voke his ¢
her consent, Employee's employment status or senaad career with the Employer will not be advessealffected
the only consequence of refusing or withdrawing Elopee's consent is that the Company would not b&eab gran
Employee Options or other equity awards or admiersbr maintain such awards. Therefore, Employee @mstand:
that refusal or withdrawal of consent may affect Erloyees ability to participate in the Plan. For more infmation
on the consequences of Employsetefusal to consent or withdrawal of consent, Ermopée understands th
Employee may contact Employ's local human resources representative.
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8. Nature of Grant . By accepting the grant of this Option, the Emplogeknowledges, understal
and agrees that:

(@) the Plan is established voluntarily by th@mm@any, it is discretionary in nature, and it |
be modified, amended, suspended or terminateddétdmpany at any time, to the extent permittedhia
Plan;

(b) the grant of this Option is voluntary anccasional and does not create any contractt
other right to receive future awards of Optionshenefits in lieu Options even if Options have baemarde:
in the past;

(c) all decisions with respect to future Optioms other grants, if any, will be at the <
discretion of the Company;

(c) the grant of Option and Employeeparticipation in the Plan shall not create atrig
employment or be interpreted as forming an employnm@ service contract with the Company,
Employer or any Subsidiary of the Company and shatl interfere with the ability of the Company,
Employer or any Subsidiary of the Company, as apple, to terminate Employee’employmer
relationship (if any);

(d) Employee’s participation in the Plan is voluntary;

(e) this Option and the shares of Stock subject to @y¢ion not intended to replace
pension rights or compensation;

()  this Option and the shares of Stock subject to@mgon, and the income and value of s
are not part of normal or expected compensationptoposes of calculating any severance, resign
termination, redundancy, dismissal, end-of-servpagments, bonuses, lolsgfvice awards, pension
retirement or welfare benefits or similar payments;

(g) the future value of the shares of Stock is unknanaeterminable and cannot be predi
with certainty;

(h)  no claim or entitlement to compensation or damages arises from forfeiture of t
Option resulting from Employee ceasing to provigepkyment or other services to the Company o
Employer (for any reason whatsoever, whether oratet found to be invalid or in breach of employn
laws in the jurisdiction where Employee is employedhe terms of Employee's employment agreemt
any), and in consideration of the grant of Optionwthich Employee is not otherwise entitled, Empk
irrevocably agrees never to institute any claimregjahe Company, any of its Subsidiaries, or theplbyer;

(i) in the event of termination of Employseémployment or other services (for any re
whatsoever, whether or not later found to be imvali in breach of employment laws in the jurisdio
where Employee is employed or the terms of Emplgyemployment agreement, if any), unless othe
provided in this Agreement or determined by the @any, Employee’s right to vest in this Option under
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the Plan, if any, will terminate effective as oéttlate that Employee is no longer actively pro\gdervice
and will not be extended by any notice periedd., active services would not include any contrachedice
period or any period of “garden leava@” similar period mandated under employment lawthénjurisdictiol
where Employee is employed or the terms of Emplsyemployment agreement, if any); the Comm
shall have the exclusive discretion to determinenvEmployee is no longer actively providing sersifa
purposes of the Option (including whether Employesey still be considered to be providing servicesle
on an approved leave of absence);

() unless otherwise provided in the Plan or by themammy in its discretion, this Option and
benefits evidenced by this Agreement do not craateentitlement to have this Option or any suchefits
transferred to, or assumed by, another companytodye exchanged, cashed out or substituted fi
connection with any corporate transaction affectivggshares of the Company; and

(k) the following provisions apply only if Employee goviding services outside the Uni
States: (i) the Option and the shares of Stockesubjo the Option are not part of normal or expd
compensation or salary for any purpose; and (iipleyee acknowledges and agrees that neither thep@ay
the Employer nor any Subsidiary of the Company Isballiable for any foreign exchange rate fluctoe
between Employee's local currency and the UnitateStDollar that may affect the value of the Opbtof any
amounts due to Employee pursuant to the exercisieeoOption or the subsequent sale of any shar&oui
acquired upon exercise.

9. No Advice Regarding Grant. The Company is not providing any tax, legal or ficial advice, nc
is the Company making any recommendations regardingployee’s participation in the Plan, or Employee
acquisition or sale of shares of Stock. Employebereby advised to consult with personal tax, leayal financie
advisors regarding participation in the Plan betakeng any action related to the Plan.

10. Binding Effect. This Agreement shall be binding upon and inurénélienefit of any successor:
the Company and all persons lawfully claiming unéeployee.

11. Compliance with Law. Notwithstanding any other provision of the Plarttos Agreement, unle
there is an available exemption from any regisirgtgualification or other legal requirement apglie to the Optiol
the Company shall not be required to deliver angngnt from the payout of the Option prior to thengetion of an
registration or qualification of the shares undey bocal, state, federal or foreign securities xchange control law
under rulings or regulations of the U.S. Securiaesl Exchange Commission (“SEQGJ) of any other governmen
regulatory body, or prior to obtaining any approwal other clearance from any local, state, federalfforeigr
governmental agency, which registration, qualifmator approval, the Company shall, in its absotliseretion, dee
necessary or advisable. Employee understandsht@a@dmpany is under no obligation to register alifuthe Stocl
with the SEC or any state or foreign securities magsion or to seek approval or clearance from amyemgiments
authority for payout of the Option. Further, Emm@eyagrees that the Company shall have unilatetiabaty
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to amend the Plan and the Agreement without Empfsyeonsent to the extent necessary to comply withrges o
other laws applicable to the Option or issuanc8totk.

12. Governing Law and Venue.This Agreement shall be governed by, and constiueatcordanc
with, the laws of the State of Texas, U.S.A., exdepthe extent that it implicates matters that the subject of tf
General Corporation Law of the State of Delawarictv matters shall be governed by the latter latwitbstanding
any conflicts of laws principles that may be apgplier invoked directing the application of the lawk anothe
jurisdiction. Exclusive venue for any action, lawsar other proceedings brought to enforce thise®gnent, relating
it or arising from it, or dispute resolution prodeey arising hereunder for any claim or disputes farties herel
submit to and consent to the sole and exclusivisdigtion of Houston, Harris County, Texas, notstdnding an
conflicts of laws principles that may direct theigdiction of any other court, venue, or forum,luting the jurisdictio
of Employee’s home country.

13. Lanquage. If Employee has received this Agreement or any rotleeument related to the P
translated into a language other than English &tiiei meaning of the translated version is diffefeom the Englis
version, the English version will control.

14. Insider Trading/Market Abuse Laws. Employee acknowledges that, depending on Emplaye
country of residence, Employee may be subject sadar trading restrictions and/or market abuse Jamiich ma
affect Employees ability to acquire or sell shares of Stock ohtsgto shares of Stock (e.g., Option) under the
during such times as Employee is considered to Hagale information’regarding the Company (as defined by
laws in Employees country). Any restrictions under these laws gutations are separate from and in addition tc
restrictions that may be imposed under any apdiéc@&ompany insider trading policy. Employee ackremgles that it
his or her responsibility to be informed of and g@diant with such regulations, and is advised toagp@ his or he
personal advisor on this matter.

15. Electronic Delivery and Acceptance The Company may, in its sole discretion, deciddeiivel
any documents related to current or future pawriogm in the Plan by electronic means. Employeelherconsents
receive such documents by electronic delivery agrees to participate in the Plan through anlio@-or electroni
system established and maintained by the Compaayhird party designated by the Company.

16. Severability . If one or more of the provisions of this Agreemshall be held invalid, illegal
unenforceable in any respect, the validity, legaitd enforceability of the remaining provisionglshot in any way t
affected or impaired thereby and the invalid, idlegr unenforceable provisions shall be deemedamdlvoid; howeve
to the extent permissible by law, any provisionsiclvthcould be deemed null and void shall first benstoued
interpreted or revised retroactively to permit tAgreement to be construed so as to foster thatimtethis Agreemel
and the Plan.

17. Addendum . Notwithstanding any provision in this Agreementtbe Plan to the contrary, tl
Option shall be subject to the special terms aogipions set forth in the Addendum to this Agreetrfen Employees
country. Moreover, if Employee relocates to onethed countries included in the Addendum, the speeiahs an
conditions for such country will apply to Employée,the extent the Company determines that theicgijgn of suc
terms and
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conditions is necessary or advisable for legal @miaistrative reasons. The Addendum constituteg pérthis
Agreement.

18. Imposition of Other Requirements . The Company reserves the right to impose 1
requirements on Employeeparticipation in the Plan, on this Option andamy shares of Stock acquired under
Plan, to the extent the Company determines itées®ary or advisable for legal or administrativasoss, and to requ
the Employee to sign any additional agreementsidedakings that may be necessary to accomplisfotbgoing.

19. Other Agreements. The terms of this Agreement shall be subject ta, simall not modify, th
terms and conditions of any employment, severaacd/or change-igontrol agreement between the Company
Subsidiary) and Employee concerning equity-baseatdsv

20. Waiver. Employee acknowledges that a waiver by the Compédityeach of any provision of tt
Agreement shall not operate or be construed as\aemwaf any other provision of this Agreement, éraoy subseque
breach by Employee or any other Employee.

IN WITNESS WHEREOF, the Company has caused thiss@&mgent to be duly executed by its off
thereunto duly authorized, and Employee has exddhte Agreement, all as of the day and year &lxive written.

KBR, INC.

W

Employee

By:
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Addendum
KBR, INC.

Terms and Conditions of Option Grant

SPECIAL PROVISIONS FOR OPTION GRANT
IN CERTAIN COUNTRIES

This Addendum includes special coungyecific terms that apply to residents in countliged below. This Addendu
is part of the Agreement. Unless otherwise provibeldw, capitalized terms used but not definediheskall have th
same meanings assigned to them in the Plan ar&ptieement.

This Addendum also includes information regardixghange controls and certain other issues of whisiployet
should be aware with respect to Emplogeparticipation in the Plan. The information is dhon the securitie
exchange control and other laws in effect in trspeetive countries as of February 2014. Such law®fen comple:
change frequently, certain individual exchange mdneporting requirements may apply upon exeroisEmployees
Option and/or sale of shares of Stock and resudtg be different based on the particular facts araimstances. As
result, the Company strongly recommends that Eng@ogoes not rely on the information noted hereirthasonly
source of information relating to the consequemddsmployees participation in the Plan because the informarnary
be out of date at the time Employe®ptions vest, the Employee exercises his or pgio@or Employee sells share:
Stock acquired under the Plan.

In addition, the information is general in naturel anay not apply to Employesparticular situation, and the Comp
is not in a position to assure Employee of anyipaer result. Accordingly, Employee is advisedstek appropria
professional advice as to how the relevant lawsmployee’s country may apply to Employee’s situatio

If Employee is a citizen or resident of a counttiges than the country in which Employee is workingif Employe:
transfers employment after the Options are gratgedmployee, the information contained in this Addiem for th
country Employee works in at the time of grant may be applicable to Employee and the Companytsidiscretior
determines to what extent the terms and conditmorgained herein shall be applicable to Employédznployet
transfers residency and/or employment to anothantcyp or is considered a resident of another cquindted in th
Addendum after the Option is granted to Employke,terms and/or information contained for that mewntry (rathe
than the original grant country) may be applicdabl&mployee.
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ALGERIA
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Manner of Exercising Option.

The following provision supplements Paragraph thefAgreement:

Due to regulatory requirements, Employee understémat Employee will be restricted to the cashéedisall method ¢
exercise. To complete a cashless akliexercise, Employee understands that Employeglsiéo instruct his or
broker to: (i) sell all of the shares of Stock sg8wpon exercise; (ii) use the proceeds to payEtercise Price
brokerage fees and any applicable JRglated Items; and (iii) remit the balance in caslEmployee. Employee w
not be permitted to hold shares of Stock after @ger Depending on the development of local law&mployees
country of residence, the Company reserves thd t@imodify the methods of exercising the Optiom,aim its sol
discretion, to permit cash exercise, cashlesstesatbver exercise or any other method of exercrs® @ayment ¢
Tax-Related Items permitted under the Plan.

Exchange Control Information.

The cash proceeds from the cashless sell-all eseroust be repatriated to Algertamployee is advised to consult v
his or her personal consultant to ensure compliavitle any exchange control obligations arising fr&mployee
participation in the Plan.
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ANGOLA
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Manner of Exercising Option .

The following provision supplements Paragraph thefAgreement:

Due to regulatory requirements, Employee understémat Employee will be restricted to the cashéedisall method ¢
exercise. To complete a cashless akliexercise, Employee understands that Employeglsiéo instruct his or
broker to: (i) sell all of the shares of Stock sg8wpon exercise; (ii) use the proceeds to payEtercise Price
brokerage fees and any applicable JRglated Items; and (iii) remit the balance in caslEmployee. Employee w
not be permitted to hold shares of Stock after @ger Depending on the development of local law&mployees
country of residence, the Company reserves thd t@imodify the methods of exercising the Optiom,aim its sol
discretion, to permit cash exercise, cashlesstesatbver exercise or any other method of exercrs® @ayment ¢
Tax-Related Items permitted under the Plan.

Exchange Control Information .

Employee may need to obtain prior approval from Almgolan central bank prior to opening a namgolan bank ¢
brokerage account and receiving proceeds fromrtieediate sale of shares of Stock into such accdardaddition
proceeds from the cashless sdllexercise must be repatriated to Angola. Empageadvised to consult with his or
personal consultant to ensure compliance with aange control obligations arising from Employeparticipatio
in the Plan.
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AUSTRALIA
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Exchange Control Information .

Exchange control reporting is required for cashdeations exceeding AUD10,000 and for internatidnadl transfer:
The Australian bank assisting with the transactioh file the report for Employee. If there is nouétralian ban
involved in the transfer, Employee will have tefthe report.

Securities Law Information.

If Employee acquires shares of Stock under the Bfmhoffers shares of Stock for sale to a persamnbty resident i
Australia, the offer may be subject to disclosugguirements under Australian law. Employee sholdthio legs
advice on disclosure obligations prior to making aach offer.

Right to Exercise.

Employee is not permitted to exercise a vestedddpturing any period during which the fair markatue per share
equal to or less than the Exercise Price. Optioag be exercised only starting on the business diégwiing the firs
day on which the fair market value per share exsdeel Exercise Price for a period of ten conseeudays.

For the avoidance of doubt, the foregoing provisiaill apply to any unvested Option held by Empleyeho transfel
to Australia from another jurisdiction and beconsedject to taxation in Australia before the Optlmacomes full
vested and exercisable, as determined by the Compats sole discretion.

Expiration Date .

The Option shall expire and no longer be exercesalfer the earliest to occur of (i) the day befine seven (7)yea
anniversary of the Grant Date and (ii) any othde @&t forth in the Agreement and/or the Plan.

For the avoidance of doubt, the foregoing provisiaill apply to any unvested Option held by Empleyeho transfel
to Australia from another jurisdiction and beconsebject to taxation in Australia before the Optlmecomes full
vested and exercisable, as determined by the Compats sole discretion.
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AZERBAIJAN
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Securities Law Information.

Shares of Stock to be issued when Employee exsrhiseor her Option shall be delivered to him artheough a bar
or brokerage account in the U.S. Any dispositiosale of such Stock must take place outside Azgrnaivhich will be
the case if the shares of Stock are sold on the Xesk Stock Exchange on which the shares of Staekcarrentl
listed.
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BRAZIL
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Compliance with Laws.

By accepting the Option, Employee agrees that h&herwill comply with Brazilian law when he or sbeercises tt
Option and sells shares of Stock. Employee alseesgto report any and all taxes associated witlexieecise of th
Option, the sale of shares of Stock acquired putsioethe Plan and the receipt of any dividends.

Exchange Control Information .

Employee must prepare and submit a declarationseéta and rights held outside Brazil to the CerBaaik on a
annual basis if he or she holds assets or rigHtsegtaat more than US$100,000. The assets and rightsmust b
reported include shares of Stock.
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CANADA
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Form of Payment.

Notwithstanding anything in the Plan or the Agreeam® the contrary, Employee is prohibited fromreuaderin
certificates for shares of Stock that Employeeaalyeowns or from attesting to the ownership of ehaf Stock to pe
the Exercise Price or any Tax-Related Items in eohon with Employee’s Option.

Foreign Account/Asset Tax Reporting Information.

Employee may be required to report his or her fpr@roperty on Form T1135 (Foreign Income VerifigatStatemen
if the total cost of his or her foreign propertycegds C$100,000 at any time in the year. Foreigpgsty include
shares of Stock acquired under the Plan.

The following provisions shall apply if Employe@isesident of Quebec:

Termination of Employment .

The following provision supplements paragraph &hefAgreement:

In the event of Employeg’termination of employment for any reason (whethrenot in breach of local labor law
unless otherwise provided in the Agreement of tlae FEmployees right to vest in the Option, if any, will termie
effective as of the date that is the earlier oftfi®) date upon which Employseémployment with the Company or i
of its Subsidiaries is terminated (2) the date Exygé is no longer actively employed by or providsegvices to tr
Company or any of its Subsidiaries; or (3) the datgloyee receives written notice of terminatiorenfployment fror
the Employer, regardless of any notice period afopeof pay in lieu of such notice required undeplécable law
(including, but not limited to statutory law, regtdry law and/or common law); the Company shallehthhe exclusiv
discretion to determine when the Employee is ngéonactively employed for purposes of the Optiamcl(iding
whether Employee may be considered to be provigéangices while on a leave of absence).

Data Privacy .

The following provision supplements Paragraph thefAgreement:

Employee hereby authorizes the Company and repedsess of any Subsidiary to discuss with and abtdl relevar
information from all personnel, professional or,navolved in the administration and operation lué Plan. Employe
further authorizes the Company and any Subsidiay the Committee to disclose and discuss the Pi#m their
advisors. Employee further authorizes the Compard/ any Subsidiary to record such information anddep suc
information in Employee’s file.
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Language Consent

The parties acknowledge that it is their expresshwhat the Agreement, including this Addendumwad as al
documents, notices and legal proceedings entered given or instituted pursuant hereto or relatoligectly ol
indirectly hereto, be drawn up in English.

Consentement relatif a la langue utilisée. Les iparreconnaissent avoir expressément souhaité gumnventio
(«<Agreement») ainsi queette Annexe, ainsi que tous les documents, apieédures judiciares, éxécutes, donné
intentés en vertu de, ou liés directement ou indEment a la présente convention, soient rédigéarayue anglaise.
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CHINA
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

The following provisions apply if Employee is sobj@ exchange control regulations in China, ased®&ined by th
Company in its sole discretion.

Manner of Exercising Option .

The following provision supplements Paragraph thefAgreement:

Due to regulatory requirements, Employee understémat Employee will be restricted to the cashéedisall method ¢
exercise. To complete a cashless akliexercise, Employee understands that Employeglsi¢o instruct his or
broker to: (i) sell all of the shares of Stock msg8uwpon exercise; (ii) use the proceeds to payEtercise Price
brokerage fees and any applicable TRglated Items; and (iii) remit the balance in caslEmployee. Employee w
not be permitted to hold shares of Stock after @ger Depending on the development of local law&mployees
country of residence, the Company reserves thd t@modify the methods of exercising the Optiom,aim its sol
discretion, to permit cash exercise, cashlesstsatbver exercise or any other method of exercrs# @ayment ¢
Tax-Related Items permitted under the Plan.

Due to fluctuations in the Stock price and/or th&.\Dollar/PRC exchange rate between the cashédisallsexercis
date and (if later) when the proceeds can be ctewento local currency, the proceeds that Emplageeives may |
more or less than the market value of the shareStafk on the cashless sall-exercise date (which is the amc
relevant to determining Employesetax liability). Employee understands and agreasthe Company is not respons
for the amount of any loss he or she may incur thatl the Company assumes no liability for any flations in th
Stock price and/or US dollar/PRC exchange rate.

Exchange Control Information .

Employee understands and agrees that to facilgathange control requirements, Employee will beuiregl tc
immediately repatriate to China the cash proceenis the cashless selll exercise of the Option. Employee furt
understands that, under local law, such repatnadiothe cash proceeds may need to be effectuatedgh a speci
exchange control account established by the Compaity Subsidiaries, and Employee hereby conserdsagrees th
the proceeds from the cashless a#llexercise acquired under the Plan may be traesfd¢o such special account p
to being delivered to him or her. The Company malyer the proceeds to Employee in U.S. dollaroal currency ¢
the Companys discretion. If the proceeds are paid in U.S.ats]|Employee understands that he or she will fpeinex
to set up a U.S. dollar bank account in China sbttie proceeds may be deposited into this acctiuhe proceeds a
converted to local currency, there may be delayselivering the proceeds to Employee and due tctdhtions in th
Stock trading price and/or the U.S. dollar/PRC exge rate between the exercise date and (if ladegh the procee
can be converted into local currency, the procéeaiSEmployee receives may be more or less tham#r&et value ¢
the shares of Stock on the exercise date (whitei@mmount relevant to determining his or her tability). Employet
agrees to bear any currency fluctuation risk betwibe time the cashless sall-exercise date and the time the proc
are
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distributed through any such special exchange axtc&mployee further agrees to comply with any otleguirement
that may be imposed by the Company in the futufadiditate compliance with exchange control regments in Chin:i
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INDIA
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Cashless Selto-Cover Exercise Prohibited.

The following provision supplements Paragraph thefAgreement:

Due to the exchange controls in India, Employeetraiiser exercise the Option using cash or by uliegcashless sell-
all method of exercise. Employee may not exerdme @ption using the cashless selketorer method of exercis
whereby Employee sells only enough shares of Stoaover the Exercise Price. The Company resetvesight tc
provide additional methods of exercise to Emplagepending on the development of local law.

Exchange Control Information .

It is Employees$ responsibility to comply with all exchange cohteavs in India. Employee must repatriate the peal
from the sale of shares of Stock and any dividerdsived in relation to the shares of Stock andredrthe proceel
into local currency within a reasonable timeframez(, within 90 days of receipt). Employee will receiaeforeigt
inward remittance certificate (“FIRCfyom the bank where Employee deposits the foreigmneacy. Employee shot
maintain the FIRC received from the bank as evidaidhe repatriation of the funds in the event tha Reserve Bal
of India or the Employer requests proof of repétia It is Employee’s responsibility to comply with applicable
exchange control laws in India.

Foreign Account/Asset Tax Reporting Information.

Employee is required to declare in his or her ahtawareturn (a) any foreign assets held by hinher or (b) an
foreign bank accounts for which he or she has sggauthority.
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INDONESIA
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Manner of Exercising Option .

The following provision supplements Paragraph thefAgreement:

Due to regulatory requirements, Employee understémat Employee will be restricted to the cashéedisall method ¢
exercise. To complete a cashless akliexercise, Employee understands that Employeglsiéo instruct his or
broker to: (i) sell all of the shares of Stock sg8wpon exercise; (ii) use the proceeds to payEtercise Price
brokerage fees and any applicable JRglated Items; and (iii) remit the balance in caslEmployee. Employee w
not be permitted to hold shares of Stock after @ger Depending on the development of local law&mployees
country of residence, the Company reserves thd t@imodify the methods of exercising the Optiom,aim its sol
discretion, to permit cash exercise, cashlesstesatbver exercise or any other method of exercrs® @ayment ¢
Tax-Related Items permitted under the Plan.

Exchange Control Information .

If Employee remits funds into or out of Indonediae Indonesian Bank through which the transactsomade wil
submit a report on the transaction to the Bank mfohesia for statistical reporting purposes. Fandactions
US$10,000 or more, a description of the transaatiast be included in the report. Although the bdmkugh which th
transaction is made is required to make the rejoriployee must complete a “Transfer Report Forivhé Transfe
Report Form will be provided to Employee by thelb#wough which the transaction is to be made.
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IRAQ
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

There are no country-specific provisions.
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ITALY
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Manner of Exercising Option .

The following provision supplements Paragraph thefAgreement:

Due to regulatory requirements, Employee understémat Employee will be restricted to the cashéedisall method ¢
exercise. To complete a cashless akliexercise, Employee understands that Employeglsiéo instruct his or
broker to: (i) sell all of the shares of Stock sg8wpon exercise; (ii) use the proceeds to payEtercise Price
brokerage fees and any applicable JRglated Items; and (iii) remit the balance in caslEmployee. Employee w
not be permitted to hold shares of Stock after @ger Depending on the development of local law&mployees
country of residence, the Company reserves thd t@imodify the methods of exercising the Optiom,aim its sol
discretion, to permit cash exercise, cashlesstesatbver exercise or any other method of exercrs® @ayment ¢
Tax-Related Items permitted under the Plan.

Data Privacy Notice.

This section replaces Paragraph 7 of the Agreement.

Employee understands that the Employer, the Compadyany Subsidiary may hold certain personal méiion abot
Employee, including, but not limited to, Employgeiame, home address and telephone number, daighpfsocia
insurance (to the extent permitted under Italiam) lar other identification number, salary, natiotyaljob title, any
shares of Stock or directorships held in the Companany Subsidiary, details of all Options or atleatittement t
shares of Stock granted, awarded, canceled, egdrciested, unvested or outstanding in Emplaydéavor, for th
exclusive purpose of implementing, managing andiaidtering the Plan (“Data”).

Employee also understands that providing the Compatin Data is necessary for the performance ofRla and thi
Employees refusal to provide such Data would make it impmssfor the Company to perform its contrac
obligations and may affect Employseability to participate in the Plan. The Controkd personal data processint
KBR Inc., with registered offices at 601 Jefferssineet, Suite 3400, Houston, Texas 77002, U.S.A, parsuant {
Legislative Decree no. 196/2003, its representativiéaly is Kellogg Brown & Root Projects Limiteavith registere
offices at Deloitte & Touche, Via Tortona 25, Mildtaly.

Employee understands that Data will not be pulddjbut it may be transferred to banks, other ir@nnstitutions, c
brokers involved in the management and administmatf the Plan. Employee understands that Data absy b
transferred to the Comparsystock plan service provider, Morgan Stanley Smdlmey, or such other administrator
may be engaged by the Company in the future. Enggldyrther understands that the Company and/oSairgidiar
will transfer Data among themselves as necessaryth® purpose of implementing, administering andnagin
Employees participation in the Plan, and that the Compamy/a any Subsidiary may each further transfer De
third parties assisting the Company in the impletakson,
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administration, and management of the Plan. Sucipiemts may receive, possess, use, retain, angféraData i
electronic or other form, for the purposes of imnpémting, administering, and managing Emplogg®rticipation in th
Plan. Employee understands that these recipienysbmaocated in or outside tlropean Economic Area, such a
the United States or elsewhere. Should the Compagercise its discretion in suspending all necesssyd obligation
connected with the management and administraticthefPlan, it will delete Data as soon as it hasmeted all th
necessary legal obligations connected with the gemant and administration of the Plan.

Employee understands that Dat@cessing related to the purposes specified abloat take place under automate
non-automated conditions, anonymously when possiblg, cbmply with the purposes for which Data is cuibel an
with confidentiality and security provisions, ag &&th by applicable laws and regulations, witleafic reference |
Legislative Decree no. 196/2003.

The processing activity, including communicatiohe ttransfer of Data abroad, including outside & Buropea
Economic Area, as herein specified and pursuardpigicable laws and regulations, does not requirglgyees
consent thereto as the processing is necessargrforipance of contractual obligations related t@lementatior
administration, and management of the Plan. Emplayelerstands that, pursuant to Section 7 of tigeslagive Decre
no. 196/2003, Employee has the right to, includmg not limited to, access, delete, update, cor@cterminate, fc
legitimate reason, the Data processing. Furtherntemgloyee is aware that Data will not be useddicect marketin
purposes. In addition, Data provided can be rewikaed questions or complaints can be addresseddimaating
Employee’s local human resources representative.

Plan Document Acknowledgment

In accepting the Option, Employee acknowledgestikabr she has received a copy of the Plan anddheement ar
has reviewed the Plan and the Agreement, incluthisgAddendum, in their entirety and fully understa and accef
all provisions of the Plan and the Agreement, idclg this Addendum. Employee further acknowledded he or st
has read and specifically and expressly approveddatiowing Paragraphs of the Agreement: ParagrapGrant o
Option; Paragraph 3: Exercise of Option; ParageapWithholding of Tax; Paragraph 5: Status of Stdearagraph !
Employment Relationship; Paragraph 8: Nature ofnGrRaragraph 9: No Advice Regarding Grant; Pagaygrd2
Governing Law and Venue; Paragraph 14: Insider ingalflarket Abuse Laws; Paragraph 15: Electroniciizey anc
Acceptance; Paragraph 16: Severability; Paragraphddendum; Paragraph 18: Imposition of Other Reqguents an
the Data Privacy Notice in this Addendum.

Foreign Account/Asset Tax Reporting Information.

Starting from tax returns filed in 2014 for fisgadar 2013, if Employee is an Italian resident wditcany time during tf
fiscal year, holds foreign financial assets (inahgdcash and shares of Stock) which may generatarie taxable |
Italy, Employee is required to report these asgethis or her annual tax return for the year duviingch the assets ¢
held, or on a special form if no tax
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return is due. These reporting obligations alsdyappfemployee is the beneficial owner of foreigndncial assets unc
Italian money laundering provisions.

Foreign Financial Assets Tax Information.

Italian residents may be subject to tax on the evallufinancial assets held outside of Italy. Theatde amount will b
the fair market value of the financial assets. fiiemarket value is considered to be the valuthefshares of Stock
the stock market on December 31 of each year dhemast day of holding the shares of Stock (irhscese, or whe
the shares of Stock are acquired during the cafrdee year, the tax is levied in proportion to #wtual days of holdir
over the calendar year).
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JAPAN
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Exchange Control Information .

If Employee intends to acquire shares of Stock wh@due exceeds39,000,000 in a single transaction, Employee
file a Payment Report with the Ministry of FinantdfeEmployee intends to acquire shares of Stocksehwmlue excee
¥100,000,000 in a single transaction, Employee rfilesta Securities Acquisition Report, in additiom the Payme!
Report, with the Ministry of Finance through thenRaf Japan within 20 days of the purchase of Ha¥es of Stock.

Please note that a Payment Report is required amtkgmtly from a Securities Acquisition Report. Tifere, if the tote
amount that Employee pays in a single transactiorekercising the Option and purchasing sharestatkSexceec
¥100,000,000, then Employee must file both a PayReport and a Securities Acquisition Report.

Foreign Account/Asset Tax Reporting Information.

If Employee is a resident of Japan or a foreignonal who has established permanent residencypganjéEmploye
will be required to report details of any assatsl(iding any shares of Stock acquired under the)Plald outside Jap
as of December 31st of each year, to the extert assets have a total net fair market value exngediO,000,00(
Such report will be due by March 15th of the follogryear. The penalty for fraudulent reportingnmgrisonment up 1
one year or a fine up to580,000. Employee should consult with his or herspeal tax advisor as to whether
reporting obligation applies to him or her and wieethe or she will be required to report detailsany outstandir
Options or shares of Stock held by him or her enrégport.
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KAZAKHSTAN
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Exchange Control Information.

If Employee is a resident of Kazakhstan, he orwllebe required to notify the National Bank of Kakhstan if th
value of the shares of Stock exercised exceeds WHE$A0. Employee is responsible for complying vagplicable
exchange control regulations in Kazakhstan. Asetk@éhange control regulations in Kazakhstan may ghamithou
notice, Employee should consult a legal advis@rnsure compliance with the regulations.
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KOREA
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Exchange Control Information .

If Employee remits funds out of Korea to purchalsares of Stock, the remittance must be “confirmieg’a foreigi
exchange bank in Korea. This is an automatic pnaeede., the bank does not need to “approte remittance, and
should take no more than a single day to process.fdllowing supporting documents evidencing théureof the
remittance must be submitted to the bank togetlitrtive confirmation application: (i) the notice grfant; (ii) the Plar
(iif) a document evidencing the type of sharestokck to be acquired and the amoumetd., the award certificate); a
(iv) Employees certificate of employment. This confirmation ist mecessary for cashless exercises since there
remittance out of Korea.

Additionally. exchange control laws require Koraasidents who realize US$500,000 or more from #ie sf share
of Stock or receipt of dividends in a single trast&m to repatriate the proceeds to Korea withimidhths of receipt.

Foreign Account/Asset Tax Reporting Information.

Employee will be required to declare all foreigr@ants (i.e ., nonKorean bank accounts, brokerage accounts, e
the Korean tax authorities and file a report if thenthly balance of such accounts exceeds a cdimaiin(currently
KRW 1 billion or an equivalent amount in foreigme@ncy).
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MEXICO
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Acknowledgement of the Agreement

In accepting the Option, Employee acknowledges Emaployee has received a copy of the Plan, haswed the Ple
and the Agreement in their entirety and fully ursti@nds and accepts all provisions of the Plan hadAgreemen
Employee further acknowledges that Employee had @&l specifically and expressly approves the teame
conditions of Paragraph 8 of the Agreement, in Whine following is clearly described and establishe

(1) Employees participation in the Plan does not constitut@aeguired righ

(2) The Plan and Employeeparticipation in the Plan are offered by the Canypon a wholly discretiona
basis.

3) Employees participation in the Plan is volunte

(4) The Company and its Subsidiaries are not respanséisl any decrease in the value of the under
shares of Stock.

Labor Law Acknowledgement and Policy Statement

In accepting the Option, Employee expressly recmihat KBR, Inc., with registered offices at @@fferson Stree
Suite 3400, Houston, Texas 77002, U.S.A., is saledponsible for the administration of the Plan trad Employees
participation in the Plan and acquisition of shavésStock does not constitute an employment relatiqp betwee
Employee and KBR, Inc. since Employee is particijgain the Plan on a wholly commercial basis andeiyee’s sole
employer is KBR in Mexico (“KBR-Mexico”)not KBR, Inc. in the U.S. Based on the foregoinmioyee express
recognizes that the Plan and the benefits that &mepl may derive from participation in the Plan d¢ @stablish ar
rights between Employee and Employee’s employelRMBxico, and do not form part of the employment abods
and/or benefits provided by KBRlexico and any modification of the Plan or its teration shall not constitute
change or impairment of the terms and conditionSroployee’s employment.

Employee further understands that Emplogggarticipation in the Plan is as a result of dateral and discretiona
decision of KBR, Inc.; therefore, KBR, Inc. resesvihe absolute right to amend and/or discontinugl&yee’s
participation at any time without any liability Employee.

Finally, Employee hereby declares that Employees du reserve to Employee any action or right ingoany clain
against KBR, Inc. for any compensation or damaggsnding any provision of the Plan or the benefésved unde
the Plan, and Employee therefore grants a full lrwhd release to KBR, Inc., its Subsidiary, afféds branche
representation offices, its shareholders, officegents or legal representatives with respectyakaim that may arise.
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Reconocimiento del Conven.

Aceptando este la Opcidén, el Employ(Employee)reconoce que ha recibido una copia del Plan, qubdaevisad
como asi también el Convenio en su totalidad, yptente y esta de acuerdo con todas las disposisitardo del Pla
como del Convenio. Asimismo, el Employeee recogaeeha leido y especificamente y expresamente iesdaiie
conformidad del Employeee con los términos y cooniés establecidos en la clausula 8 de dicho Canyem el cue
se establece claramente que:

Q) La participacion del Employeee en el Plan de nirgoranera constituye un derecho adquiri

(2) Que el Plan y la participacion del Employeee em&mo es una oferta por parte de KBR, Inc. de fi
completamente discrecional.

3) Que la participacion del Employeee en el Plan dantaria.

(4) Que KBR, Inc. y sus Entidades Relacionadas noesponsables por cualquier pérdida en el valor ¢
Opcidn y/o Acciones otorgadas mediante el Plan.

Reconocimiento de Ausencia de Relacién Laboral ycl@eacion de la Politice.

Aceptando este IOpcion, el Employeee reconoce que KBR, Inc. y sus oficiagistradas en 601 Jefferson Str
Suite 3400, Houston, Texas 77002, U.S.A., es ebesponsable de la administracion del Plan y lgugarticipacior
del Employeee en el mismo y la adquisicion de Aesiamo constituye de ninguna manera una relacibort entre €
Employeee y KBR, Inc., toda vez que la participacél Employeee en el Plan deriva Unicamente deralsior
comercial con KBR, Inc., reconociendo expresameuote el Unico empleador del Employeee lo es KBR exidk
(“KBR-Mexico”), no es KBR, Inc. en los Estados WsdDerivado de lo anterior, el Employeee expresamesttenoc
gue el Plan y los beneficios que pudieran derivar mismo no establecen ningin derecho entre el @mapk y <
empleador, KBR-México, y no forman parte de laslamones laborales y/o prestaciones otorgadas pBRKVéxico,
expresamente el Employeee reconoce que cualquidificagion al Plan o la terminacion del mismo demaea alguni
podra ser interpretada como una modificacién dedosdiciones de trabajo del Employe

Asimismo, el Employeee entiende que su participamel Plan es resultado de la decision unilatgrdiscrecional d
KBR, Inc., por lo tanto, KBR, Inc. se reserva eledbo absoluto para modificar y/o terminar la paitiacion de
Employeee en cualquier momento, sin ninguna regidad para el Employee:

Finalmente, el Employeee manifiesta que no se vaseinguna accion o derecho que origine una demadaontr:
de KBR, Inc., por cualquier compensacion o dafaetacion con cualquier disposicion del Plan o ds lmeneficio
derivados del mismo, y en consecuencia el Employe®ga un amplio y total finiquito a KBR, Inc.,ss&ntidade
Relacionadas, afiliadas, sucursales, oficinas dgresentacion, sus accionistas, directores, ageptespresentants
legales con respecto a cualquier demanda que padiergir.
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NIGERIA
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

There are no country specific provisions.
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PHILIPPINES
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Securities Law Information .

The sale or disposal of shares of Stock acquiretbuthe Plan may be subject to certain restrictiomder Philippin
securities laws. Those restrictions should notyagghe offer and resale of the shares of Sto&kdgplace outside of t
Philippines through the facilities of a stock exepp@a on which the shares of Stock are listed. Tlareshof Stoc
currently are listed on the New York Stock Exchaimgthe United States of America.
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QATAR
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

There are no country specific provisions.
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RUSSIA
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

U.S. Transaction.

Employee understands that acceptance of the Opaeunlts in a contract between Employee and the @ay
completed in the United States and that the Agreémegoverned by the laws of the State of Texasout regard t
choice of law principles thereof. Any shares ofcRt¢éo be issued upon exercise of the Option shaltiélivered t
Employee through a brokerage account in the U.Spl&me may hold the shares of Stock in his or hrekdrag
account in the U.S.; however, in no event will #ieares of Stock issued to Employee under the Réatebvered t
Employee in Russia. Employee is not permitted liatlse Stock directly to other Russian legal eastor individuals.

Securities Law Information .

Employee acknowledges that the Agreement, the grfatite Option, the Plan and all other materialspiyee ma
receive regarding participation in the Plan docuwtstitute advertising or an offering of securiiiefRussia. Absent a
requirement under local law, the issuance of sgesrpursuant to the Plan has not and will notdmgstered in Russ
and therefore, the securities described in any-Rited documents may not be used for offeringuinip circulatior
in Russia.

Exchange Control Information .

Within a reasonably short time after the sale afrel of Stock, the cash proceeds must be inittafidited to Employe
through a foreign currency account at an authorizak in Russia. After the cash proceeds are ligitraceived it
Russia, they may be further remitted to foreignkisasubject to the following limitations: (i) theréagn account may |
opened only for individuals; (ii) the foreign acewumay not be used for business activities; anfltfie Russian te
authorities must be given notice about the openiogihg of each foreign account within one monththed accout
opening/closing. Employee is encouraged to conktastor her personal advisor before remitting prdseé&on
participation in the Plan to Russia, as exchangérabrequirements may change.

Termination of Employment .

If Employee continues to hold shares of Stock aeguat exercise of the Option after an involuntamymination o
employment, Employee will not be eligible to re@ivnemployment benefits in Russia.
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Data Privacy Notice and Consent

The following provisions supplement Paragraph 7talRrivacy Notice and Consent provision in the Agnent and 1
the extent inconsistent, the below language foisRusupersedes Paragraph 7: Data Privacy Notic€ansent:

Employee understands and agrees that the Compagyreqaire Employee to complete and return a Conse
Processing of Personal Data form (the “Consetd”the Company. If a Consent is required by the gamy bu
Employee fails to provide such Consent to the Camp&mployee understands and agrees that the Comupdmot
be able to administer or maintain the Option or athyer awards. Therefore, Employee understandsréfiasing tc
complete any required Consent or withdrawing hidgv@r consent may affect Employsedbility to participate in tt
Plan. For more information on any required Consentvithdrawal of consent, Employee understands tshe ma
contact the U.S. human resources representativegth& administration.
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SAUDI ARABIA
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Securities Law Information .

This document may not be distributed in the Kingduff$audi Arabia except to such persons as areifiedhunder th
Offers of Securities Regulations issued by the @aplarket Authority.

The Capital Market Authority does not make any espntation as to the accuracy or completenesssotititumen
and expressly disclaims any liability whatsoeverdnoy loss arising from, or incurred in relianceonpany part of th
document. Prospective purchasers of securitiesbfiesieould conduct their own due diligence on theueacy of th
information relating to the securities. If Employ@é@es not understand the contents of this docurinployee shou
consult his or her own advisor or an authorizedritial advisor.
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SINGAPORE
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Securities Law Information .

The Option grant is being made in reliance of sec#73(1)(f) of the Securities and Futures Act (€H289) (“SFA)
for which it is exempt from the prospectus and strgtion requirements under the SFA and is not ntademploye
with a view of the Option being subsequently oftefer sale to any other partfhe Plan has not been lodgec
registered as a prospectus with the Monetary Aitthof Singapore. Employee should note that thei@gtare subje
to section 257 of the SFA and Employee will notdide to make (i) any subsequent sale of the star&tock ir
Singapore or (ii) any offer of such subsequent sélghares of Stock subject to the Options in Swoga, unless su
sale or offer in is made pursuant to the exemptiorder Part XllI Division (1) Subdivision (4) (oth#han section 28
of the SFA.

Director Notification Information .

If Employee is a director of a Singapore Subsidi&ynployee must notify the Singapore Subsidiaryiiting within
two business days of Employee receiving or disgpsinan interest €.g., Option, shares of Stock) in the Compan
any Subsidiary or within two business days of Emeebecoming a director if such an interest exasthe time. Thi
notification requirement also applies to an asgedirector of the Singapore Subsidiary and toastv director of tk
Singapore Subsidiaryife., an individual who is not on the board of direstof the Singapore Subsidiary but who
sufficient control so that the board of directofgle Singapore Subsidiary acts in accordance thigh'directions an
instructions” of the individual).
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SOUTH AFRICA
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Tax Withholding Notification .

By Employees acceptance of the Option and the Agreement, Braplagrees to notify his or her Employer of
amount of Employee’s gain at exercise. Once thdicetion is made, Employes’Employer will obtain a directi
from the South African Revenue Service as to theeco amount of tax to be withheld. If Employeeldaio advis
Employees employer of any gain Employee receives, Emplaogag be liable for a fine. Employee will be respbie
for paying any difference between the actual takility and the amount withheld.

Tax Clearance Certificate for Cash Exercises

If Employee exercises the Option using a cash esermethod, Employee must obtain and provide tdEtingloyer, o
any third designated by the Employer or the Compariyax Clearance Certificate (with respect to gprénvestments
bearing the official stamp and signature of the Haxge Control Department of the South African ReeeBervic
(“SARS”). Employee must renew this Tax Clearance Certifieatery twelve months, or such other period as m:
required by the SARS. If Employee exercises byshless exercise method whereby no funds are rehatteof Sout
Africa, no Tax Clearance Certificate is required.

Exchange Control Information .

Employee is solely responsible for complying wiipbicable South African exchange control regulaidecause tt
exchange control regulations change frequentlyvaititout notice, Employee should consult Emplogele’gal advisc
prior to the acquisition or sale of shares of Staokler the Plan to ensure compliance with curregtlations. It i
Employees responsibility to comply with South African excige control laws, and neither the Company no
Employer will be liable for any fines or penaltiesulting from failure to comply with applicablens.
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SWEDEN
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

There are no country specific provisions.
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THAILAND
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Exchange Control Information.

Employee may remit funds out of Thailand up to UB80,000 per year to purchase shares of Stock dqtretwist
invest in securities abroad) by submitting an aggpion to an authorized agent,€ ., a commercial bank authorized
the Bank of Thailand to engage in the purchasehaxge and withdrawal of foreign currency). The mapion include
the Foreign Exchange Transaction Form, a lettecrd@sg the Option, a copy of the Plan and relateduments, ar
evidence showing the nexus between the Companthari@mployer.

If Employee exercises his or her Option using dless method of exercise, Employee will not neethdiie submit an
application to a commercial bank.

If proceeds from the sale of shares of Stock oreleeipt of dividends are equal to or greater #18$50,000 or more
a single transaction, Employee must repatriatgotbeeeds to Thailand immediately upon receipt amvert the func
to Thai Baht or deposit the proceeds in a foreigmency deposit account maintained by a bank irilda within 36(
days of repatriation. In addition, Employee mugiort the inward remittance to the Bank of Thailada foreigi
exchange transaction form. If Employee fails to phnwith these obligations, he or she may be subiepenaltie
assessed by the Bank of Thailand. Because exchemggeol regulations change frequently and withootiae
Employee should consult his or her personal adwgdore selling shares of Stock to ensure compdiamith currer
regulations. Employee is responsible for ensurmgmliance with all exchange control laws in Thailaand neither tt
Company nor any of its Subsidiaries will be liafide any fines or penalties resulting from his or falure to compl
with applicable laws.
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TURKEY
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Securities Law Information .

Employee understands and agrees that Employeé¢ penuitted to sell any shares of Stock acquiredkuthe Plan in
Turkey. The shares of Stock are currently tradetherNew York Stock Exchange, which is located idet®f Turkey,
under the ticker symbol “"KBR” and the shares ofc&tmay be sold through this exchange.

Exchange Control Information .

Turkish residents are permitted to acquire or selturities or derivatives traded on foreign.g. , non-Turkish
exchanges only through a financial intermediargnged in Turkey. Therefore, Employee may be reduin appoint
Turkish broker to assist Employee with the exeroisthe Option or with the sale of any shares afcBtacquired und
the PlanEmployee should consult Employeeersonal legal advisor before exercising the @ptr selling any shar:
of Stock acquired under the Plan to confirm theligppility of this requirement to Employee.

A-32




INTERNATIONAL EMPLOYEE (ADDENDUM)

UNITED ARAB EMIRATES
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Securities Law Information .

The Plan is only being offered to qualified Emplegend is in the nature of providing equity inceggito employees
the Company’s affiliate in the United Arab Emira(@gAE”). Any documents related to the Plan, including then
Plan prospectus and other grant documents (“Placuibents”),are intended for distribution only to such Empl
and must not be delivered to, or relied on by, aiiner person. Prospective stockholders should adrttieir own du
diligence on the securities. If Employee does nudewstand the contents of the Plan Documents, Braelshoul
consult an authorized financial adviser.

The Emirates Securities and Commodities Authorias mo responsibility for reviewing or verifying arBlar
Documents nor taken steps to verify the informasienout in them, and thus, are not responsibledfoh documents.
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UNITED KINGDOM
KBR, INC. 2006 STOCK AND INCENTIVE PLAN

Withholding of Taxes.

The following section supplements Paragraph 4 efAgreement.

Notwithstanding Paragraph 4 of the Agreement, Egg®oagrees that if he or she does not pay or thadyer or thi
Company does not withhold from Employee the fulloamt of TaxRelated Items that Employee owes due tc
exercise of the Option, or the release or assighwfathe Option for consideration, or the receipany other benefit |
connection with the Option (the “Taxable Eventiithin 90 days after the Taxable Event, or sucleoteriod specifie
in Section 222(1)(c) of the U.K. Income Tax (Eagsrnand Pensions) Act 2003, then the amount of iectar the
should have been withheld shall constitute a loaedby Employee to the Employer, effective 90 dafter the
Taxable Event. Employee agrees that the loan veiirinterest at Her Majesty’s Revenue & CustomsMRC”)
official rate and will be immediately due and regble by Employee, and the Company and/or the Eneplaya
recover it at any time thereafter by withholding fands from salary, bonus or any other funds dueniployee by tr
Employer, by withholding in shares of Stock issu@dn exercise of the Option or from the cash prdsdémm the sa
of shares of Stock or by demanding cash or a ch&zque Employee. Employee also authorizes the Compardela
the issuance of any shares of Stock to Employessardnd until the loan is repaid in full.

Notwithstanding the foregoing, if Employee is afic@r or executive director (as within the meanaigection 13(k) ¢
the U.S. Securities and Exchange Act of 1934, asnded), the terms of the immediately foregoing miown will not
apply. In the event that Employee is an officererecutive director and the amount necessary tefgalax-Relate(
Items is not collected from or paid by Employeehiit90 days of the Taxable Event, any uncollecteshunts o
income tax may constitute a benefit to Employeembich additional income tax and national insuraocstribution:
may be payable. Employee acknowledges that Emplaiteeately will be responsible for reporting andyng an:
income tax due on this additional benefit dire¢tdyHMRC under the selissessment regime and for reimbursing
Company or the Employer (as appropriate) for thee/af any national insurance contributions duethos additione
benefit. Employee acknowledges that the Compantyhe@Employer may recover any such additional incoaxean
national insurance contributions at any time thigeedy any of the means referred to in Paragraphthe Agreement.
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RESTRICTED STOCK UNIT AGREEMENT

AGREEMENT by and between KBR, Inc., a Delaware ooation (the “Company”)anc

“Employee”) made effective as of (the “Grant Date”).
1. Grant of Restricted Stock Units.
(@) Units . Pursuant to the KBR, Inc. 2006 Stock and Incenfan, as amended :
restated (the “Plan”), units evidencing the righté¢ceive shares of the Commangimmon stoc

(“Stock”), are awarded to Employee, subject to ¢baditions of the Plan and this Agreement (tRestricte:
Stock Units”).

(b) Plan Incorporated Employee acknowledges receipt of a copy of ttam Pand agre
that this award of Restricted Stock Units shalkhbject to all of the terms and conditions sethfantthe Plar
including future amendments thereto, if any, punsua the terms thereof, which is incorporated imetsy
reference as a part of this Agreement. Except isedeherein, capitalized terms shall have the saraaning
ascribed to them under the Plan.

2. Terms of Restricted Stock Units. Employee hereby accepts the Restricted Stockslami
agrees with respect thereto as follows:

@) Forfeiture of Restricted Stock Units In the event of termination of Employee’
employment with the Company or any employing Subsydof the Company for any reason other tha
normal retirement on or after age 70, (i) deatlfiidrdisability (disability being defined as begrphysically o
mentally incapable of performing either the Empkgeusual duties as an Employee or any other dusies
Employee that the Company reasonably makes avaitaid such condition is likely to remain continugwsic
permanently, as determined by the Company or enmgoSubsidiary), or except as otherwise providetha
second and third sentences of subparagraph (bjsoParagraph 2, Employee shall, for no considamaforfei
all Restricted Stock Units to the extent they asefally vested.

(b)  Assignment of Award The Restricted Stock Units may not be sold, assig pledge:
exchanged, hypothecated or otherwise transferreminebered or disposed of unless transferable dyowihe
laws of descent and distribution or pursuant togaalified domestic relations ordeds defined by the U.
Internal Revenue Code (the “Code”).

(c) Vesting Schedule The Restricted Stock Units shall vest in accocdanith the followint
schedule provided that Employee has been contitpamployed by the Company from the date of
Agreement through the applicable vesting date.
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Vesting Date Vested Percentage of Total Number
of Restricted Stock Units
1st Anniversary of Grant Date 33%%
2nd Anniversary of Grant Date 66 %%
3rd Anniversary of Grant Date 100%

Notwithstanding the foregoing, unless otherwisevigted in an Other Agreement pursuant to Paragraghe
Restricted Stock Units shall become fully vestedtbe earliest of (i) the occurrence of your Invaarmg
Termination or termination for Good Reason withirotyears following a Corporate Change (as suchden
defined in the Plan), (ii) the date Employgemployment with the Company is terminated byoead death ¢
disability (as determined above), or (iii) Emploj®attainment of age 70 while employed with the Canyp Ir
the event Employes’employment is terminated for any other reasariuding retirement prior to age 70 w
the approval of the Company or employing Subsididhe Committee which administers the Plan
“Committee”) or its delegate, as appropriate, mayhe Committee’s or such delegataole discretion, apprc
the acceleration of the vesting of any or all Retdd Stock Units still subject to restrictions,cBuvestin
acceleration to be effective on the date of suclpr@aml or Employees termination date, if late
Notwithstanding the foregoing, in no event sha# fRestricted Stock Units become fully vested pt@mihe
expiration of one month from the Grant Date.

(d) Stockholder Rights Employee shall have no rights of a stockholdehweéspect to shar
of Stock subject to this Award unless and untilrstime as the Award has been settled by the tran$fehare
of Stock to Employee, except that Employee shalkhthe right to receive payments equal to the énas o
distributions declared or paid on a share of Stidke same time as those dividends or distribatame paid 1
holders of Stock.

(e) Settlement and Delivery of ShareBayment of vested Restricted Stock Units shathbée
as soon as administratively practicable after mgstbut in no event later than thirty days after Westing dat
Settlement will be made by payment in shares oflStdotwithstanding the foregoing, the Company shat
be obligated to deliver any shares of Stock if salto the Company determines that such sale oredgwoulc
violate any applicable law or any rule or regulataf any governmental authority or any rule or tagan of, o
agreement of the Company with, any securities enxg@r association upon which the Stock is listequoted.

() Recovery of SharesThe Company shall seek recovery of any benefasiged hereund
to Employee if such recovery is required by anywblack policy adopted by the Company, which ma
amended from time to time, including, but not liadtto, any clawback policy adopted to satisfy thieimmum
clawback requirements adopted under the Diedaik Wall Street Reform and Consumer ProtectionoAQ01(
and the regulations thereunder or any other aggédaw.
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3. Withholding of Tax . The Committee may make such provisions as it mayndappropriai
for the withholding of any taxes which it deternsnis required in connection with this Award. Unléise Committe
provides otherwise, the Company shall reduce tmebeun of shares of Stock that would have otherwesnldelivere
to Employee by a number of shares of Stock haviRgiaMarket Value equal to the amount requireddgavithheld.

4, Employment Relationship. For purposes of this Agreement, Employee shalldresidered 1
be in the employment of the Company as long as &yepl remains an employee of the Company, a Pampb€atior
or Subsidiary of the Company, or a corporation &taaent Corporation or subsidiary of such corporaissuming ¢
substituting a new award for this Award. Any quastas to whether and when there has been a teromnait sucl
employment, and the cause of such termination) bleatletermined by the Committee, or its delegaseappropriat
and its determination shall be final.

5. Committee’'s Powers. No provision contained in this Agreement shallhimy way terminat
modify or alter, or be construed or interpretedeasiinating, modifying or altering any of the powgerights or authorii
vested in the Committee or, to the extent delegdteds delegate pursuant to the terms of the Blanesolution
adopted in furtherance of the Plan, including, waithlimitation, the right to make certain deterntioas and electior
with respect to the Restricted Stock Units.

6. Binding Effect . This Agreement shall be binding upon and inureth® benefit of ar
successors to the Company and all persons lawdlalyning under Employee.

7. Compliance with Law . Notwithstanding any other provision of the Plantlds Agreemen
unless there is an available exemption from anystegion, qualification or other legal requiremeplicable to tk
shares of Stock, the Company shall not be requarekliver any shares issuable upon settlemerteoRestricted Sto:
Units prior to the completion of any registrationqualification of the shares under any local,estéderal or foreic
securities or exchange control law or under rulinggegulations of the U.S. Securities and Excha@genmissiol
(“SEC”) or of any other governmental regulatory body, eompto obtaining any approval or other clearan@emfrany
local, state, federal or foreign governmental agemdich registration, qualification or approvakt@ompany shall,
its absolute discretion, deem necessary or ad@s@mhployee understands that the Company is ur@ebligation t
register or qualify the shares with the SEC or stiaye or foreign securities commission or to segka@val or clearan:
from any governmental authority for the issuanceade of the shares. Further, Employee agreeshtbdaompany sh:
have unilateral authority to amend the Plan andAtpeement without Employee's consent to the extextssary -
comply with securities or other laws applicablestuance of shares.

8. Other Agreements. The terms of this Agreement shall be subjecatal shall not modify, tt
terms and conditions of any employment, severaacé/or change-igontrol agreement between the Company
Subsidiary) and Employee concerning equity-basear@sv(“Other Agreement”gxcept that the Restricted Stock U
shall become fully vested on Employgeittainment of age 70 while employed with the Canypor a Subsidiary, a
notwithstanding anything in such Other Agreemerth&contrary, any normal retirement age of
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65 or other retiremertiased vesting provisions in such Other Agreemealt ble of no force or effect for purposes
the vesting of these Restricted Stock Units.

9. Governing Law and Venue. This Agreement shall be governed by, and condtnn
accordance with, the laws of the State of TexaS,Al, except to the extent that it implicates nratteat are the subije
of the General Corporation Law of the State of ealee, which matters shall be governed by the lalden
notwithstanding any conflicts of laws principleatimay be applied or invoked directing the appigccadf the laws ¢
another jurisdiction. Exclusive venue for any actitawsuit or other proceedings brought to enfdheie Agreemen
relating to it or arising from it, or dispute restibn proceeding arising hereunder for any claindispute, the parti
hereby submit to and consent to the sole and axelygrisdiction of Houston, Harris County, Texastwithstandin
any conflicts of laws principles that may direce tjurisdiction of any other court, venue, or forumgluding the
jurisdiction of Employe’s home country.

10. Section 409A. Notwithstanding anything in this Agreement to tumtrary, if any provisic
in this Agreement would result in the imposition arf applicable tax under Section 409A of the Codl@ rlate
regulations and United States Department of thesing pronouncements (“Section 409Athat provision will b
reformed to avoid imposition of the applicable gad no action taken to comply with Section 409Alldbea deemed i
adversely affect Employee’s rights under this Agreast.

IN WITNESS WHEREOF, the Company has caused thiss@&gent to be duly executed by an ofi
thereunto duly authorized, and Employee has exd¢hte Agreement, all as of the date first abovittemn.

KBR, INC.

i x,;‘ —_—
o il
Employee




EXHIBIT 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT T O SECTION 302 OF THE SARBANESOXLEY ACT OF 2002

I, Stuart Bradie, certify that:
1. | have reviewed this annual report on Form 16f®&BR, Inc.;

2. Based on my knowledge, this report does not corgtajnuntrue statement of a material fact or omgttde a material fe
necessary to make the statements made, in ligheafircumstances under which such statementswade, not misleading with resp
to the period covered by this report;

3. Based on my knowledge, the financial statement$ adimer financial information included in this repdairly present in a
material respects the financial condition, resafteperations and cash flows of the registrantfaard for, the periods presented in
report;

4. The registrang other certifying officer(s) and | are responsifile establishing and maintaining disclosure cdstanc

procedures (as defined in Exchange Act Rules 13a}l&nd 15dt5(e)) and internal control over financial repagtifas defined i
Exchange Act Rules 13a-15(f) and 15d-15(f)) forriagistrant and have:

a) Designed such disclosure controls and proceduresaosed such disclosure controls and procedurds
designed under our supervision, to ensure thatrrabieformation relating to the registrant, inclag its consolidated subsidiaries
made known to us by others within those entitiestigularly during the period in which this rep@tbeing prepared;

b) Designed such internal control over financial réjpgr;, or caused such internal control over finah@aorting tc
be designed under our supervision, to provide re#de assurance regarding the reliability of finaheporting and the preparat
of financial statements for external purposes toetance with generally accepted accounting priesjp

C) Evaluated the effectiveness of the registeadisclosure controls and procedures and presémtids report oL
conclusions about the effectiveness of the discéosantrols and procedures, as of the end of thegeovered by this report bas
on such evaluation; and

d) Disclosed in this report any change in the tegid’s internal control over financial reporting thatoed durin
the registrant’'s most recent fiscal quarter (thgisteants fourth fiscal quarter in the case of an annupbrig that has material
affected, or is reasonably likely to materiallyeaft, the registrant’s internal control over finaiceporting; and

5. The registrang other certifying officer(s) and | have discloskdsed on our most recent evaluation of internatrobove
financial reporting, to the registrant’s auditorslahe audit committee of the registrantioard of directors (or persons performinc
equivalent functions):

a) All significant deficiencies and material weaknesge the design or operation of internal controémofinancia
reporting which are reasonably likely to adversaffect the registrard’ ability to record, process, summarize and refioancia
information; and

b) Any fraud, whether or not material, that involvearmagement or other employees who have a significaatir
the registrant’s internal control over financigbogting.

Date: June 18, 2014

/sl Stuart Bradie
Stuart Bradie
Chief Executive Officer




EXHIBIT 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT T O SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002
I, Brian K. Ferraioli, certify that:
1. | have reviewed this annual report on Form 16f®&BR, Inc.;

2. Based on my knowledge, this report does not corgtajnuntrue statement of a material fact or omittde a material fe
necessary to make the statements made, in ligheafircumstances under which such statementswade, not misleading with resp
to the period covered by this report;

3. Based on my knowledge, the financial statement$ oéimer financial information included in this repdairly present in a
material respects the financial condition, resafteperations and cash flows of the registrantfagamd for, the periods presented in
report;

4, The registrang other certifying officer(s) and | are responsifile establishing and maintaining disclosure cdstimc

procedures (as defined in Exchange Act Rules 13a}ldnd 15dt5(e)) and internal control over financial repogtitas defined |
Exchange Act Rules 13a-15(f) and 15d-15(f)) forriagistrant and have:

a) Designed such disclosure controls and proceduresaosed such disclosure controls and procedurdse
designed under our supervision, to ensure thatrrabieformation relating to the registrant, inclng its consolidated subsidiaries
made known to us by others within those entitiestipularly during the period in which this repa@tbeing prepared,;

b) Designed such internal control over financial réjpgr, or caused such internal control over finah@porting tc
be designed under our supervision, to provide resde assurance regarding the reliability of finaheporting and the preparat
of financial statements for external purposes toatance with generally accepted accounting priesip

C) Evaluated the effectiveness of the registeadisclosure controls and procedures and presémtinds report oL
conclusions about the effectiveness of the discosantrols and procedures, as of the end of thegeovered by this report bas
on such evaluation; and

d) Disclosed in this report any change in the te@ig’s internal control over financial reporting thatoed durin
the registrant’'s most recent fiscal quarter (thgisteants fourth fiscal quarter in the case of an annupbrg that has material
affected, or is reasonably likely to materiallyeadf, the registrant’s internal control over finaeceporting; and

5. The registrans other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrobove
financial reporting, to the registrant's auditorslahe audit committee of the registranboard of directors (or persons performing
equivalent functions):

a) All significant deficiencies and material weakses in the design or operation of interoahtrol over financit
reporting which are reasonably likely to adversaffect the registrard’ ability to record, process, summarize and refioaincia
information; and

b) Any fraud, whether or not material, that involveamagement or other employees who have a significaatir
the registrant’s internal control over financigbogting.

Date: June 18, 2014

/sl Brian K. Ferraioli
Brian K. Ferraioli
Chief Financial Officer




EXHIBIT 32.1

WRITTEN STATEMENT OF CHIEF EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

The undersigned, the Chief Executive Officer of KBii. (the “Company”), hereby certifies that te khowledge, on the date hereof:

a) the Form 10-Q of the Company for the periodegharch 31, 2014 filed on the date hereof with the Securities &hang
Commission (the “Report”) fully complies with thequirements of Section 13(a) or 15(d) of the SdimsriExchange Act of 1934; and

b) the information contained in the Report fairly mets, in all material respects, the financial ctodiand results of operations of
Company.

/s/ Stuart Bradie

Stuart Bradie
Chief Executive Officer

Date: June 18, 2014



EXHIBIT 32.2

WRITTEN STATEMENT OF CHIEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

The undersigned, the Chief Financial Officer of KBR. (the “Company”), hereby certifies that t@ khowledge, on the date hereof:

a) the Form 10-Q of the Company for the periodegharch 31, 2014 filed on the date hereof with the Securities &hang
Commission (the “Report”) fully complies with thequirements of Section 13(a) or 15(d) of the SdimsriExchange Act of 1934; and

b) the information contained in the Report fairly mets, in all material respects, the financial ctodiand results of operations of
Company.

/s/ Brian K. Ferraioli
Brian K. Ferraioli
Chief Financial Officer

Date: June 18, 2014



