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AGREEMENT 

The United States Attorney's Offices for the Central District of California ("CDCA") and 

the Eastern District of Virginia ("EDV A") (hereinafter collectively referred to as "the USAOs"), 

and The Boeing Company ("Boeing"), by its Senior Vice President- Law, pursuant to authority 

granted by its Board of Directors, hereby enter into this Agreement (the "Agreement"). This 

Agreement is part of a comprehensive resolution of civil and criminal matters relating to the 

subject matters defined in paragraphs I and 2 of this Agreement. This Agreement shall have 

force and effect only upon the occurrence of both: (a) execution of this Agreement by the 

USAOs and Boeing; and (b) execution of a Civil Settlement Agreement and Release, in the form 

attached hereto as Appendix C, by the Department of Justice and Boeing. 

Definitions 

1. The "EEL V Matter " is defined to include all matters relating to the alleged 

possession, transfer, use, and concealment of, and other conduct with respect to, another 

company's documents and information, whether or not proprietary or trade secret and whether or 

not in written form, and whether or not constituting "competition sensitive" or "source selection" 

information as defined in 41 U.S.C. § 423, and the disclosure or nondisclosure of such conduct, 

in connection with Boeing's participation: (a) from 1992 through 2003 in the United States Air 

Force ( "USAF") MLV III program; (b) from 1995 through 2003 in the USAF EELV 

procurement process, awards and restructurings; (c) from 1999 through 2003 in the National 

Aeronautic and Space Administration ("NASA") Launch Services ("NLS") procurement process, 

including the NLS 19-pack procurement; and (d) from 1995 through 2003 in the Exoatmospheric 

Kill Vehicle procurement. This includes but is not limited to all conduct and events during the 

respective time periods relating to (a) the alleged possession of, transfer of, use of, and/or other 

conduct with respect to, another company's documents and information specifically by Ken 

Branch and William Erskine, and also by a Boeing engineer, a Boeing parametrician, a Boeing 
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manager, and a Boeing marketing director (each of whom is more specifically described in 

Appendix A); (b) Boeing's access to and/or use of documents and information relating to another 

company in the possession of Ken Branch, William Erskine, the Boeing engineer, the Boeing 

parametric ian, the Boeing manager, or the Boeing marketing director; (c) alleged contacts 

between Boeing and government representatives in connection with the EEL V procurement 

process, awards and restructurings; and (d) the conduct described in Appendix A. 

2. The "Druyun Matter" is defined to include all matters relating to Boeing's 

dealings, communications, negotiations and/or relationships with Darleen Druyun while 

employed by the USAF, whether direct or indirect and whether or not related to- USAF contracts 

or Boeing employment. This includes but is not limited to all conduct and events relating to (a) 

Boeing's hiring and employment of Druyun's daughter and future son-in-law; (b) Boeing's 

recruitment and hiring of Druyun; (c) Druyun's involvement in any Boeing contract or program 

while employed by the USAF; (d) alleged disclosure by Druyun to Boeing ofEADS or Airbus 

information relating to the Tanker program in or about April 2002; (e) Boeing's retention of a 

retired USAF General Officer and his activities while retained by Boeing relating to the Tanker 

program or otherwise; and (f) the conduct described in Appendix B. 

3. The "Agreement Term" is defined to mean two years from the date Boeing 

executes this Agreement. 

Boeing�s Promises and Obligations 

4. In consideration for the USAOs' promises as set forth in paragraphs 8 and 9 

below, Boeing knowingly, voluntarily, and with the advice of counsel, agrees to the following: 

a) Boeing accepts and acknowledges responsibility for the conduct of its 

employees in connection with the EEl V Matter and the Dmyun Matter; 

b) Boeing agrees to pay a monetary penalty of$50,000,000 to the United 

States not later than 14 days after this Agreement is executed; 
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c) Boeing agrees to pay the amount of$565,000,000 to the United States as 

set forth in the Civil Settlement Agreement and Release executed concurrently herewith in the 

form attached hereto as Appendix C; 

paragraph 6; 

paragraph 7; 

d) Boeing agrees to continue to cooperate with the USAOs, as described in 

e) Boeing agrees to maintain the ethics and compliance program described in 

f) Boeing agrees that during the Agreement Term it will not commit any 

federal criminal offenses ( 1 )  related to access to, possession of or use of (a) another company's 

"competition sensitive" or "source selection" information as defined in the federal Procurement 

Integrity Act or (b) another company's trade secret information in connection with a federal 

procurement, or (2) constituting a violation of any of the provisions contained in Chapter 1 1  of 

Title 18 of the United States Code (collectively, the "Defined Offenses") . For purposes of 

determining compliance with this Agreement (as opposed to legal responsibility), the 

commission of a Defined Offense by a Boeing employee classified at a level below Executive 

Management as defined by Boeing's internal classification structure in place at the time of 

execution of this Agreement shall not be deemed to constitute the commission of a Defined 

Offense by Boeing; and the commission of a Defined Offense by a Boeing employee shall not be 

deemed to constitute the commission of a Defined Offense by Boeing so long as the underlying 

allegation or conduct is reported by Boeing consistent with the provisions of paragraph 7 below. 

The USAOs retain the right to exercise their discretion to prosecute any Defined Offense so 

reported to the extent that such Defined Offense would otherwise be prosecutable by the USAOs. 

Boeing agrees that it shall notify the USAOs if it is charged with any federal criminal offense, 

including any Defined Offense, by any other United States Attorney's Office during the 

Agreement Term; 

g) Boeing agrees that semi-annually during the Agreement Term, including 

between thirty and sixty days before the expiration of the Agreement Term, the General Counsel 

- 3 -



EOUSA 515

of Boeing shall execute, under penalty of perjury, and provide to the USAOs, a certification that, 

to the best of his or her knowledge after inquiry he or she believes to be sufficient to assess 

compliance, Boeing is in compliance with the terms of this Agreement; 

h) Boeing agrees that the federal statute of limitations for any criminal 

offense relating to the Druyun Matter is tolled for the Agreement Term plus 90 days; 

i) Boeing agrees that by signing this Agreement, it waives any claim or 

defense based on the statute of limitations, any claim of preindictment delay, or any speedy trial 

claim with respect to any prosecution relating to the Druyun Matter except to the extent that such 

claims or defenses existed on the date Boeing signed this Agreement; 

j) Boeing agrees that by signing this Agreement, it waives the right to be 

prosecuted by indictment for any federal criminal offense relating to the Druyun Matter and that 

any such prosecution may be brought by way of an information; and 

k) Boeing agrees that, in any criminal prosecution for any federal criminal 

offense relating to the Druyun Matter, and/or any conduct disclosed pursuant to the terms of this -· 

Agreement, the USAOs will be free to use in any way any statements, testimony, information, 

documents and tangible evidence disclosed under the terms of this Agreement, as well as any 

evidence in whatever form, derived therefrom (collectively the "Disclosed and Derived 

Infom1ation"), and Boeing will be unable to and waives any right to assert that any Disclosed 

and Derived Information (I) was obtained in violation of any constitutional, statutory or rule­

based right or privilege; or (2) is inadmissible because of Rule ll(f) of the Federal Rules of 

Criminal Procedure, Rule 410 of the Federal Rules of Evidence, or any other constitutional 

provision, statute, or rule. 

5. The parties acknowledge that Boeing is entering into this Agreement voluntarily, 

and it is the express intention of the parties that disclosures by Boeing pursuant to the terms of 

this Agreement shall be deemed voluntary for any and all purposes, including but not limited to 

participation in any voluntary disclosure program or consideration under the Deputy Attorney 
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General's January 20, 2003 Memorandum, Principles of Federal Prosecution of Business 

Organizations. 

6. During the Agreement Term, Boeing agrees to continue to cooperate fully and 

actively with the USAF, with NASA, with the USAOs, and, at the direction of the USAOs, with 

the Air Force Office of Special Investigations ("AFOSI"), the Defense Criminal Investigative 

Service ("DCIS"), the Department of Defense Office of Inspector General ("DOD-OIG"), the 

NASA Office of the Inspector General ("NASA-OIG"), and any other government agency 

designated by the USAOs regarding t .he EEL V and Druyun Matters as set forth in this paragraph. 

(The USAF, AFOSI, DOD-OIG, NASA, NASA-OIG, DCIS, and any other government agency 

designated by the USAOs will hereinafter collectively be referred to as "the Designated 

Agencies.") Boeing shall (a) truthfully disclose and provide to the USAOs and the Designated 

Agencies information, documents, records and other tangible evidence within Boeing's 

possession, custody or control relating to the EEL V and Druyun Matters and the matters 

encompassed within paragraph 7(c) below, about which such entities may inquire, that are not 

subject to the attorney-client privilege or the work product doctrine; (b) if requested by the 

USAOs, timely provide a detailed privilege log for those documents, records or other evidence 

requested but withheld under a claim of privilege; (c) if requested by the USAOs, negotiate in 

good faith to attempt to arrive at a limited waiver of the attorney-client privilege and work­

product doctrine sufficient to allow the USAOs to be provided with identified materials 

otherwise withheld under a claim of these protections; (d) use its best efforts to make available 

for interviews (to the extent such individuals are willing to be interviewed) and/or testimony, 

present and former Boeing officers, directors, employees, agents, consultants and independent 

contractors as requested by the USAOs, with Boeing agreeing that, at a witness's request, any 

such interviews may be conducted outside the presence of Boeing counsel or other Boeing 

personnel; and (e) provide qualified custodians of records to introduce into evidence documents, 

records and tangible evidence produced by Boeing. 

7. With respect to Boeing's ethics and compliance program: 
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a) The USAOs acknowledge that Boeing has implemented significant 

changes to its ethics and compliance program, including its processes and procedures governing 

the handling of competitor information and the hiring and employment of former government 

officials. Those remedial measures are summarized in Appendix D. 

b) The USAOs further acknowledge that Boeing has entered into an Interim 

Administrative Agreement (the "IAA'') with the Department of the Air Force, in force as of 

March 4, 2005, which includes a comprehensive set of compliance monitoring provisions. A 

copy of the IAA is attached hereto as Appendix E. The IAA, however, is not incorporated herein 

and the USAOs are not hereby made a signatory or party to the IAA. Among other things, the 

IAA requires that the Special Compliance Officer ("SCO") referenced therein make periodic 

reports to the USAF and that Boeing periodically report to the USAF the status of "all 

investigations conducted by Boeing involving allegations of fraud or criminal offenses by (a) 

Boeing employees and/or consultants for the benefit of Boeing where there is evidence of 

possible willful misconduct or (b) Boeing subcontractors in connection with obtaining or 

performing a subcontract under a Boeing U.S. Government prime contract or subcontract where 

there is evidence of possible willful misconduct by the subcontractor." Appendix E, �� 5, 

6( c )(ii). 

c) Boeing agrees that Paragraph 6(c)(ii) of the IAA setting forth the status 

reports required to be made to the Air Force shall also include similar status reports of all 

ongoing Legal Investigations relating to an issue concerning a Defined Offense conducted by the 

Boeing Law Department pursuant to Boeing Internal Procedure PRO 6419. As used herein, the 

term "Legal Investigation" has the meaning set forth in Boeing Internal Procedure PRO 6419 

Paragraph l.A. 

d) Boeing agrees that the reports required by paragraphs 5 and 6 of the IAA 

(including the reports referred to in subparagraph (c) above) will, at the time the reports are 

provided to the Air Force, be copied in full to the SCO and the USAOs. The USAOs may 

distribute the reports to any Designated Agencies. Boeing shall be deemed to have requested 
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confidential treatment of such reports under the provisions of the Freedom of Information Act. 

The USAOs agree to advise Boeing whenever any person makes a request pursuant to the 

Freedom of Information Act for, or that in the USAOs' determination would encompass, the 

reports provided by Boeing under this subparagraph. In the event the USAOs or a Designated 

Agency intend to release or disclose the reports provided to them under this subparagraph 

pursuant to any such request, the USAOs agree to notify Boeing of such intention at least twenty 

(20) days prior to such release or disclosure. 

e) Boeing agrees that it shall, within 90 days of the date of execution of this 

agreement by Boeing, provide the USAOs with a certification executed by its Senior Vice 

President - Office of Internal Governance that it is maintaining the ethics and compliance 

program described in this paragraph and that such program comports with the criteria set forth in 

Section 8B2.1 of the United States Sentencing Guidelines. 

f) As part of its ethics and compliance program during the Agreement Term, 

Boeing agrees to maintain procedures for: 

( 1) Required periodic training of employees with respect to ethics and 

compliance issues as appropriate to the job function of the employee, including annual training, 

as appropriate to job function, relating to (a) procurement integrity; (b) safeguarding of other 

companies' proprietary/trade secret information; and (c) conflict of interest rules regarding 

employment discussions with federal employees; 

(2) Discipline in accordance with Boeing's existing disciplinary 

process for employees who are found to have violated Boeing ethics standards or policies or 

procedures relating to compliance, or who have been convicted of a crime; 

(3) Prohibiting retaliation against employees who report or seek 

guidance regarding potential or actual violation of Boeing's ethics standards, compliance-related 

policies or procedures, or law or regulation; 

( 4) Maintenance of an anonymous "hot line" mechanism, to the extent 

and where legally permissible, by which employees can report or seek guidance regarding 
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potential or actual violation of Boeing's ethics standards, compliance-related policies 

or procedures, or law or regulation; 

(5) For matters referred to Boeing's Law Department under 

Boeing Internal Procedure PR0-6419, preservation of possible evidence, including electronic 

evidence, as determined under the Law Department Investigation Procedure based upon the 

nature and subject matter of the investigation or as requested by the USAF or the USAOs for any 

individual matter reported under the IAA and this Agreement; and 

(6) The periodic auditing of Boeing's ethics and compliance program 

provided for under the IAA, provided that at least one such audit occurs during- the Agreement 

Term. 

-Promises and Obligations of the USAOs 

8. In exchange for Boeing's good faith performance of its promises and obligations 

as set forth in paragraphs 4 through 7 of this Agreement: 

a) Subject to the terms and conditions of this Agreement, the USAOs agree 

not to seek any federal criminal charges against Boeing relating to the EEL V and Druyun 

Matters. 

b) The USAOs agree to bring the nature and extent of Boeing's cooperation 

and compliance with its obligations under this Agreement to the attention of federal, state or 

local law enforcement or licensing agencies or authorities if requested by Boeing or its attorneys 

or if the USAOs otherwise believe it is appropriate to do so. 

9. Nothing in this Agreement shall preclude or limit the USAOs from bringing a 

criminal prosecution against Boeing for making false statements, obstruction of justice, perjury, 

subornation of perjury, or aiding and abetting or conspiring to commit such offenses based on 

Boeing's conduct in performing its obligations under this Agreement. Nor does anything in this 

Agreement limit or preclude the USAOs from bringing a criminal prosecution against Boeing for 

any conduct other than that relating to the EELV and Druyun Matters. 
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Breach of the Agreement 

1 0. It shall constitute a breach of this Agreement for Boeing knowingly to engage in 

conduct that constitutes a material failure to abide by or fully perform any of the promises set 

forth in paragraphs 4 through 7 above during the Agreement Term. For purposes of determining 

compliance with and/or breach of this Agreement (as opposed to legal responsibility), and 

subject to the provisions of paragraph 4(f) of this Agreement, conduct by a Boeing employee 

classified at a level below Executive Management as defined by Boeing's internal classification 

structure in place at the time of execl!tion of this Agreement shall not be deemed to constitute 

conduct by Boeing. 

11. The USAOs shall confer with one another and jointly make any decisions or 

determinations and jointly take any actions with respect to a breach of this Agreement by 

Boeing. In the event that the USAOs preliminarily believe that Boeing has breached this 

Agreement, the USAOs shall provide Boeing with written notice of this preliminary belief and 

Boeing will have 45 calendar days from the date of that written notice in which to make a 

presentation to the USAOs or their designees to demonstrate that no breach has occurred or, to 

the extent applicable, that the breach is not a knowing breach or has been cured. The USAOs 

shall thereafter provide written notice to Boeing of their final determination regarding whether or 

not a breach has occurred. Boeing reserves the right to seek an opportunity to appeal to a higher 

authority within the DOJ in connection with any decisions, determinations or actions by either or 

both of the USAOs with respect to any claim that Boeing has breached this Agreement. Boeing 

waives any right it may have to a determination by a United States District Court with respect to 

whether it has breached this Agreement. 

12. · Should the USAOs, in accordance with the procedures set forth in paragraph 11 of 

this Agreement, conclude that this Agreement has been breached by Boeing, Boeing will still be 

required to pay any unpaid amount of the monetary penalty and civil settlement amount 

referenced in paragraphs 4(b) and 4(c) above, and the USAOs may jointly elect from either of 
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the following two remedies, the election to be announced to Boeing by the USAOs in the written 

notice of their final determination regarding whether or not a breach has occurred, and the 

election to be irrevocable as to the breach at issue and not subject to revisitation for any reason, 

including dissatisfaction by the USAOs with the outcome: 

a) Remedy Option A: 

(I) The USAO for the EDV A will immediately be free to prosecute 

Boeing for any federal offense relating to the Druyun Matter; 

(2) In any �riminal prosecution relating to the Druyun Matter, Boeing 

will continue to be precluded from raising any claim or defense based on the statute of 

limitations, any claim of preindictment delay, or any speedy trial claim, except to the extent that 

such claims or defenses existed on the date Boeing signed this Agreement; 

(3) The USAO for the EDVA will continue to be free to use any 

Disclosed and Derived Information in any way in any criminal prosecution relating to the 

Druyun Matter, and Boeing will continue to be unable to assert that any Disclosed and Derived - · 

Information (1) was obtained in violation of any constitutional, statutory or rule-based right or 

privilege; or (2) is inadmissible because of Rule ll(f) of the Federal Rules of Criminal 

Procedure, Rule 41 0 of the Federal Rules of Evidence, or any other constitutional provision, 

statute, or rule; 

(4) In any proceeding or trial in any criminal prosecution relating to 

the Druyun Matter, Boeing shall be deemed to stipulate to the admissibility into evidence of 

Appendix B and shall be precluded from offering any evidence or arguments that the statements 

in Appendix B are untrue; 

(5) As of the time it receives written notification of the USAOs' 

election of this remedy, Boeing will be relieved of the obligations set forth in paragraphs 6 and 7 

of this Agreement. 

b) Remedy Option B: 
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( 1) The USAOs may seek a declaration as set forth below that Boeing 

is in breach of the Agreement and is liable for a penalty of not more than $10,000,000, with the 

amount within that range to be determined based on the nature, seriousness, and consequences of 

the breach. 

(2) The issue of whether Boeing has breached the Agreement and, if 

so, the amount of the penalty up to $10,000,000 to be paid by Boeing based on the factors 

described above shall be decided by retired United States District Judge Lourdes Baird, or such 

other person as the parties agree upon, acting as a Special Master (the "Special Master"), based 

on such proceedings as shall be specified by the Special Master, and with no right of appeal of 

the Special Master's decision. Review by the Special Master of any determination by the 

USAOs shall be de novo, and the USAOs shall bear the burden of proof to establish any factual 

issues, as specified by the Special Master, by a preponderance of the evidence. Boeing agrees to 

pay all costs for retaining the Special Master. 

(3) Boeing agrees to make payment of the penalty decided upon by the-· 

Special Master pursuant to this paragraph within 30 days of notice of the Special Master's 

decision on the matter. Boeing's failure to make timely payment will constitute a separate 

material breach of this Agreement. 

( 4) Payment of a penalty by Boeing pursuant to this subparagraph 

12(b) shall not relieve Boeing of performing its obligations under this Agreement. 

c) Under no circumstances shall Boeing be subject to both prosecution under 

subparagraph 12( a) and the process provided for under subparagraph 12(b) for the same breach. 

Miscellaneous Provisions 

13. Boeing agrees to the following: 

a) Unallowable Costs Defined Boeing agrees that all costs, as defined in the 

Federal Acquisition Regulations, FAR§ 31.205-47, incurred by or on behalf of its divisions, 
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subsidiaries, affiliates, officers, directors, employees, representatives, or agents, in connection 

with: 

agreement; 

(1 ) the matters covered by this Agreement and any related civil 

(2) the Government's audit(s) and civil and criminal investigation(s) of 

the matters covered by this Agreement; 

(3) Boeing's investigation, defense, and corrective actions undertaken 

in response to the Government's audi.t(s) and civil and criminal investigation(s) in connection 

with the matters covered by this Agreement; 

and 

(4) the negotiation of this Agreement and any related civil agreement; 

(5) payments made pursuant to this Agreement and any related civil 

agreement (including the payments themselves), 

are unallowable costs for Government contract accounting purposes (hereafter referred to as 

"Unallowable Costs"). The "matters covered by this Agreement" include related civil matters. 

b) Treatment of Unallowable Costs. Unallowable Costs will be separately 

accounted for by Boeing, on a fiscal year basis, by identification of costs incurred through 

(I) accounting records, to the extent possible; 

(2) memorandum records including diaries and informal logs, where 

accounting records are not available; or 

reasonably available. 

(3) good faith itemized estimates, where no other accounting basis is 

Unallowable Costs previously submitted or treated by Boeing as allowable for Government 

contract accounting purposes will be withdrawn; any charge or charges previously submitted that 

were based on such costs will be adjusted accordingly; and any refund or credit due to the United 

States as a result will be paid or given promptly, regardless of any previous agreement to the 

contrary. Boeing will provide the cognizant Govemment contracting officers or their designated 
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representatives with a fiscal year schedule of all incurred costs excluded, withdrawn, or adjusted 

as a result of this Agreement. 

c) Nothing in this Agreement is intended to make allowable costs that are 

otherwise unallowable by prior agreement of the parties (including, but not limited to, Contract 

No. F0470 1-98-D-0002, Modification No. P00057, dated October 16, 2003) or by operation of 

law. Boeing agrees that any costs made or recognized as unallowable by this Agreement will not 

be transferred to the United Launch Alliance or any other entity if the result would be that such 

costs would become allowable costs f�r Government contract accounting purposes. 

14. This Agreement is binding on Boeing and the USAOs, but specifically does not 

bind any other federal agencies, or any federal, state or local law enforcement or licensing 

agency or authority. Nothing in this Agreement restricts in any way the ability of the USAOs to 

proceed against any individuals or any entity other than Boeing. This Agreement does not confer 

or provide any benefits, privileges or rights to any individual or entity other than the parties 

hereto. Boeing may raise defenses and/or assert affirmative claims in any civil proceedings 

brought by private parties as long as doing so does not otherwise violate any term of this 

Agreement. 

15. Boeing warrants and represents that its undersigned Senior Vice President- Law 

is authorized to execute and deliver this Agreement and has the authority, granted by Boeing's 

Board of Directors, to bind Boeing to its terms. The USAOs warrant and represent that their 

undersigned representatives are authorized to execute and deliver the Agreement and bind the 

USAOs to its terms. 

I 6. Boeing agrees that if it sells or merges all or substantially all of its business 

operations as they exist as of the date of this Agreement to or into a single purchaser or group of 

affiliated purchasers during the term of this Agreement, it shall include in any contract for sale or 

merger a provision binding the purchaser/successor to the obligations described in this 

Agreement and this Agreement shall remain in effect. 
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17. This Agreement will not become effective unless and until the Civil Settlement 

Agreement and Release, in the form attached hereto as Appendix C, is fully executed by all 

parties thereto. 

18. . All notices to Boeing required or permitted by this Agreement shall be in writing 

and shall be given by first class, postage prepaid mail and by facsimile or electronic transmission 

effective in each case upon the later of the date of mailing or the date of transmission, addressed 

as follows: 

The Boeing Company 
Attn: Paul Ehlenbach 
100 North Riverside Plaza 
Chicago, IL 60606 
Facsimile: 3 12-544-2828 
E-mail: Paul.j .ehlenbach@boeing.com 

19. All notices or reports to the USAOs required or permitted by this Agreement shall 

be in writing and shall be given by first class, postage prepaid mail and by facsimile or electronic 

transmission, addressed as follows: 

United States Attorney's Office 
Central District of California 
Attn: George S. Cardona 
1 1  00 United States Courthouse 
312 North Spring Street 
Los Angeles, CA 900 12 
Facsimile: 2 13-894-2535 
E-mail: George. S. Cardona@usdoj .gov 

United States Attorney's Office 
Eastern District of Virginia 
Attn: Robert W. Wiechering 
2 100 Jamieson Avenue 
Alexandria, VA 223 14 
Facsimile: 703-299-398 1 
E-mail: Bob.Wiechering@usdoj.gov 

20. This Agreement and Appendices A, B and D hereto constitute the entire 

agreement. Except as set forth herein, there are no promises, understandings or agreements 
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between the USAOs and Boeing or Boeing's counsel. No additional agreement, understanding 

or condition may be entered into unless in a writing signed by all of the USAO for the CDCA, 

the USAO for the EDV A, and a duly authorized representative of Boeing. 

2 1. This Agreement is covered by the laws of the United States. The parties agree 

that exclusive jurisdiction and venue for any dispute arising under this Agreement is in the 

United States District Courts for the Central District of California and Eastern District of 

Virginia. 

22. The parties consent to disclosure of this Agreement, and information about this 

Agreement, to the public. 

23. This Agreement may be executed in counterparts, each of which constitutes an 

original and all of which constitute one and the same agreement. Facsimile or electronically 

submitted signatures are acceptable, binding signatures for purposes of this Agreement. 

FOR THE USAOS 

DATED: 6( > 0 I Ob 

Umted States Attorney 
ROBERT W. WIECHERlNG 
Assistant United States Attorney 
Eastern District of Virginia 

FOR THE BOEING COMPANY 

DATED: 

DOUGLAS G. BAIN 
Senior Vice President- Law 
The Boeing Company 

DATED: 

DEBRA WONG YANG 
United States Attorney 
GEORGE S. CARDONA 
Assistant United States Attorney 
Central District of California 
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between the USAOs and Boeing or Boeing's counsel. No additional agreement, undei"Slanding 

or condition may be enteted into unless in a writing signed by all of-the USAO for the CDCA, 

the USAO for the l::DV A, and a duly authorized representative of Boeing. 

21, This Agreement is covered by the laws of the United States. The parties agree 

that exclusive jurisdiction and venue for any dispute arising under this Agreement js in the 

Umred States District Courts for the CentmJ District of California and Eastem District of 

Virginia. 

22. The parties consent to disclosure of this Agreement, and information about this 

Agreement, to tile public. 

23. This Agreement rnay be executed in counterpa.rts, each of whit.:h con:stilutes an 

original and all of which constitute one and the same agreement facsimile or electronically 

submitted signatures are acceptable, binding signatures for purposes of this Agreement 

FOR THE VSAOS 

DATED: 

CHUCK ROSENBERG 
United States Arrorney 
ROBERT W. WIECHERING 
Assisrant United States Attorney 
F:astern District of Virginia 

FOR THE BOEING COMPANY 

DATED: 

DOUGLAS G. BAIN 
Senior Vice President- Law 
Tbe Boeing Company 

DATED: 

D��� 
United States Attorney 
GEORGE S. CARDONA 
Assistant United States Attorney 
Central District of California 
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between the USAOs and Boeing or Boeing's counsel. No additional agreement, understanding 

or condition may be entered into unless in a writing signed by all of the USAO for the CDCA, 

the USAO for the EDVA, and a duly authorized representative of Boeing. 

21. This Agreement is covered by the laws of the United States. The parties agree 

that exclusive jurisdiction and venue for any dispute arising under this Agreement is in the 

United States District Courts for the Central District of California and Eastern District of 

Virginia. 

22. The parties consent to· disclosure of this Agreement, and information about this 

Agreement, to the public. 

23. This Agreement may be executed in counterparts, each of which constitutes an 

original and all of which constitute one and the same agreement. Facsimile or electronically 

submitted signatures are acceptable, binding signatures for purposes of this Agreement. 

FOR THE USAOS 

DATED: 

CHUCK ROSENBERG 
United States Attorney 
ROBERT W. WIECHERING 
Assistant United States Attorney 
Eastern District of Virginia 

FOR THE BOEING COMPANY 

DATED: -:Jutv e ;:2. 9, Q__ODb 

D�rtbA� a� 

Senior Vice President- Law 
The Boeing Company 

DATED: 

DEBRA WONG YANG 
United States Attorney 
GEORGE S. CARDONA 
Assistant United States Attorney 
Central District of California 
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REVIEWED AND APPROVED: 

DATED: (J ( 3 c.-) 0.(" 

DATED: 

Richard Cullen 

McGuire Woods LLP 
Attorneys for The Boeing Company 
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DATED: 

Stephen W. Preston 
Jamie S. Gorelick 
Wilmer Cutler Pickering Hale and Dorr LLP 
Attorneys for The Boeing Company 
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REVIEWED AND APPROVED: 

DATED: 

Brad D. Brian 
Jerome C. Roth 
Munger, Tolles & Olson LLP 
Attorneys for The Boeing Company 

DATED: 

Richard Cullen 
McGuire Woods LLP 
Attorneys for The Boeing Company 
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DATED: 

Stephen W. Preston 
Jamie S. Gorelick 
Wilmer Cutler Pickering Hale and Dorr LLP 
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APPENDIX A 

EELV 

The Evolved Expendable Launch Vehicle Program 

I. From in or about 1995 until the present, the United States Air Force 

("USAF") has overseen the Evolved Expendable Launch Vehicle ("EEL V") program, 

which is intended to develop a new generation of space launch vehicles with 

technological advances that would improve the operability of the government' s  

expendable space launch systems and reduce the costs of launching government and 

commercial satellites into space. 

2. Numerous aerospace contractors have competed in the EEL V program, 

which proceeded in phases: (I) the Low-Cost Concept Validation ("LCCV") phase, (2) 

the pre-Engineering, Manufacturing and Development ("pre-EMD") phase, and (3) the 

Engineering, Manufacturing and Development ("EMD") phase. All competitors in the 

EEL V program were required to provide specified information in each phase, including, 

for example, cost information, and to update the information as necessary. Until in or 

about November 1997, the USAF had intended to implement a "winner-take-all" 

procurement strategy by selecting only one aerospace contractor to provide the EEL V 

system. 

3. In or about August 1995, the USAF awarded $30 million contracts to each 

of four aerospace contractors, including Lockheed Martin Corporation ("Lockheed 

Martin"), McDonnell Douglas Corporation ("McDonnell Douglas"), and The Boeing 

Company ("Boeing"), to compete in the LCCV phase of the EEL V program. In this 

phase, the competition focused on the aerospace contractors' respective EEL V 

preliminary designs and risk reduction demonstrations. 

4. In or about December 1996, the USAF selected Lockheed Martin and 

McDonnell Douglas to continue competing in the pre-EMD phase of the EELV program. 



Each contractor was awarded a $60 million contract to participate in this phase, which 

focused on refining EEL V system concepts and completing a detailed EEL V system 

design. 

5. In or about August 1 997, Boeing acquired McDonnell Douglas and 

thereby reentered the EEL V program competition. As used hereafter, the term "Boeing" 

refers to and includes McDonnell Douglas. 

6. In or about November !997, the USAF revised its procurement strategy 

from a "winner-take-all" strategy to one that was designed to maintain the ongoing 

competition between Lockheed Martin and Boeing through the development and 

production of their respective EEL V programs. 

7. On or about June 1 9, 1 998, the USAF issued a Request for Proposals to 

Lockheed Martin and Boeing in connection with the EMD phase of the EEL V program. 

During this phase, Boeing and Lockheed Martin were supposed to complete launch 

vehicle development, establish manufacturing capabilities, construct and modify launch 

site infrastructure, and activate launch sites. 

8 .  On or about July 20, 1 998, Lockheed Martin and Boeing submitted initial 

proposals to the USAF. The USAF issued a Final Proposal Request in connection with 

the EMD phase of the EEL V program on or about October 2, 1 998. On or about October 

5, 1 998, Lockheed Martin and Boeing submitted final proposals to the USAF. 

9. On or about October 1 6, 1 998, the USAF awarded a $500 million EMD 

agreement to each of the contractors. The USAF also awarded launch services contracts 

for 28 government payloads scheduled to launch between 2002 and 2006. Boeing was 

awarded launch services contracts for 1 9  launch missions; Lockheed Martin received 

contracts for nine launch missions. Of those nine, two were required to be launched from 

a West Coast facility. In 2000, the USAF reallocated Lockheed Martin's two west coast 

- 2 -



launch missions to Boeing and relieved Lockheed Martin of its obligation to build a west 

coast launch facility. 

1 0. As a result of the conduct described below, these launch contracts were 

modified by the Air Force in 2003. Boeing and Lockheed Martin continue presently to 

compete for launch services contracts awarded as part of the EEL V program 

procurement. 

Boeing Employees' Possession of Lockheed Martin EELV Documents 

II. Kenneth Branch ("Branch") was an aerospace engineer who worked for 

Lockheed Martin in or about 1 995 and 1 996 on the ground operations aspect of its EEL V 

program. During this time, Branch had access to Lockheed Martin documents, or copies 

thereof, including documents restrictively marked by Lockheed Martin as containing 

competition-sensitive or other proprietary information, that related to Lockheed Martin's 

EEL V, which was produced for interstate and foreign commerce (hereinafter referred to 

as "Lockheed Martin EEL V Documents"). 

12 .  In  or about August 1 996, Branch interviewed for a position in  Boeing's 

EEL V program with two Boeing employees, including William Erskine ("Erskine"). 

Erskine was an aerospace engineer at Boeing who worked on the launch operations 

aspect of Boeing's EEL V program in Titusville, Florida, and in Cape Canaveral, Florida, 

when Boeing later moved the program there. During the interview, without obtaining 

permission from Lockheed Martin, Branch provided Erskine with certain Lockheed 

Martin EEL V Documents which were restrictively marked. There is evidence that 

Erskine showed one such document to another Boeing employee. 

1 3. In or about December 1 996,just before the start of the pre-EMD phase of 

the EEL V program, Branch learned from Boeing that he would be hired to work in its 

EEL V program. 
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14 .  In or about January 1 997, when Branch left Lockheed Martin. he 

knowingly brought with him to Boeing without obtaining permission from Lockheed 

Martin some of the Lockheed Martin EEL V Documents that he had previously accessed 

while he worked at Lockheed Martin, including restrictively-marked documents. 

1 5 .  Once at Boeing, Branch began working in the ground operations aspect of 

the Boeing EEL V program in Titusville and Cape Canaveral, Florida. From 1 997 

through 1 999, in Titusville and Cape Canaveral, Florida, Branch continued to possess 

certain Lockheed Martin EEL V Documents including some that were restrictively 

marked. 

1 6. In 1 997, in Titusville and Cape Canaveral, Florida, Branch provided 

Erskine with Lockheed Martin EEL V Documents, including restrictively-marked 

documents, which Erskine thereafter possessed until 1 999. 

1 7 .  Starting in or about January 1 997, an engineer employed at Boeing ("the 

Boeing engineer") headed a group whose objective was to acquire technical, cost and 

other data relating to Lockheed Martin's EEL V program in order for Boeing to better 

compete against Lockheed Martin in the EEL V program competition. This group was 

based at a Boeing facility in Huntington Beach, California. In 1 997 Branch traveled to 

Huntington Beach, California, and provided the Boeing engineer with Lockheed Martin 

EEL V Documents, including restrictively-marked documents. 

1 8. In 1 997, another Boeing employee, a parametrician ("the Boeing 

parametrician") who prepared estimates of manufacturing and production costs for 

Boeing launch vehicles and those of its competitors, was assigned to prepare at the 

Boeing engineer's  direction parametric estimates relating to Lockheed Martin's EEL V 

program for Boeing to use. In or about March 1 997, in Huntington Beach, California, the 

Boeing engineer provided the Boeing parametrician with Lockheed Martin EEL V 

Documents, including restrictively-marked documents, that the Boeing engineer had 
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received from Branch so that the Boeing parametrician could use the information to 

prepare cost estimates relating to Lockheed Martin' s  EEL V program. 

Boeing's Possession of Restrictively Marked Lockheed Martin Documents in 2000 and 

2001 

1 9. On September 28, 2000, a former employee of Lockheed Martin came to 

work as a marketing director for an entity later acquired by Boeing (the "Boeing 

marketing director"). Prior to leaving Lockheed Martin, the Boeing marketing director 

copied material from his Lockheed Martin computer system, which he then later loaded 

onto his Boeing laptop. 

20. On or about AprilS, 200 1 ,  the Boeing marketing director electronically 

sent from his Boeing laptop several attachments containing documents marked as 

Lockheed Martin Proprietary Information to seven Boeing employees. An investigation 

ensued and a review of the data stored on the Boeing marketing director's Boeing laptop 

showed that there were stored on his laptop hundreds of files containing documents 

marked as Lockheed Martin Proprietary Information and that there were thousands of 

individual pages in those files. 

The NASA Launch Services Contract 

2 I. On or about October 1 5 ,  1 999, National Aeronautics and Space 

Administration ("NASA") publicly released a Request for Proposal for the NASA 

Launch Service ("NLS") contract. Firm Fixed Price ("FFP") awards were to be initially 

awarded to qualified launch services providers for a portion of the eight initial launches 

under the contract. Successful bidders would also be awarded Indefinite Delivery 
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Indefinite Quantity ("IDIQ") contracts, making them eligible to compete for up to 60 

launches over a ten-year period, from 2000 to 2 0 1 0. NASA intended that the NLS 

contract would promote ongoing competition for launch service task orders among 

successful bidders throughout the ten-year performance period. On or about June 1 6, 

2000, NASA awarded Boeing and Lockheed Martin NLS IDIQ contracts to compete for 

launch services. No other vendors received NLS IDIQ contract awards. Of the initial 

mission set, Boeing was awarded seven of the eight FFP missions. NASA declined to 

exercise the remaining option mission. 

22. On December 2, 2002, NASA awarded to Boeing a non-competitive task 

order based on the Boeing NLS contract. Under the task order, NASA agreed to pay 

Boeing $ 1 .46 billion for 1 9  launch services with launch dates beginning in 2006 ("the 

NLS 1 9-pack procurement"). NASA justified the non-competitive award based largely 

on Boeing's having the only risk-certified launch vehicle, the Delta II, and the only west 

coast launch facility. (NASA grants risk certifications to launch vehicles after they 

perform a number of successful launches.) NASA has stated that NASA also justified the 

non-competitive award by stating that even if other vehicles became certified prior to the 

first 1 9  Pack launch in 2006, they would not be price competitive with Boeing's Delta II .  

Boeing's Possession of Restrictively Marked Lockheed Martin and General Dynamics 

Documents in 2001 and 2002 

23. In July 200 1 ,  Boeing hired an employee to prepare competitive 

assessments of Boeing's launch vehicle competitors, including Lockheed Martin ("the 

Boeing manager"). Previously, the Boeing manager had worked for General Dynamics 
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and Lockheed Martin (when it was acquired by General Dynamics) from 1 979 through 

1 994. During this time, the Boeing manager had access to internal Lockheed Martin 

EEL V information and was involved in the preparation of business plans for the Atlas II 

(an earlier version of the Atlas V). When the Boeing manager came to work for Boeing, 

he continued to be involved in competitive assessments and, among other tasks, worked 

on focused competitions between the Atlas V and Delta IV. 

24. Shortly after arriving at Boeing, the Boeing manager was provided with a 

Boeing estimate of Atlas V costs that had been prepared by the Boeing parametrician. 

Because the Boeing manager considered the Boeing parametrician's  estimate to be 

flawed, the Boeing manager prepared and shared with Boeing employees his own Atlas V 

cost estimate. The Boeing manager's input led the Boeing parametrician to slightly 

downwardly revise his own Boeing Atlas V cost estimate. Further investigation revealed 

that this Atlas V cost estimate was used in connection with the preparation of assessments 

for three procurements: the Pluto Kuiper procurement; the Mars Reconnaissance Orbiter 

procurement; and the NLS 1 9-pack procurement. 

25. In February 2003, Boeing learned that the Boeing manager possessed from 

his previous employment General Dynamics and Lockheed Martin documents or copies 

thereof, including restrictively marked documents ("General Dynamics and Lockheed 

Martin documents"). Such documents included a red binder found in the Boeing 

manager's  office at Boeing, which contained documents marked with "competition­

sensitive" legends. The Boeing manager also possessed at his home a blue book 

prepared between 1 988 and 1 989, which contained restrictive markings and which related 

to the business case for Lockheed Martin's Atlas I and Medium Launch Vehicle I I  (both 
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earlier versions of the Atlas V) . Some of the figures in the Boeing manager· s Atlas 

nonrecurring cost estimates matched figures in the restrictively marked General 

Dynamics and Lockheed Martin documents that were found in the Boeing manager's 

possession. 

26. At all times, Branch, Erskine, the Boeing engineer, the Boeing 

parametrician, the Boeing manager, and fhe Boeing marketing director were acting within 

the scope of their duties at Boeing when they engaged in the conduct set forth above. 
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I. Background 

APPENDIX B 

DRUYUN 

Michael M. Sears was, from May 2000 until November 2003, the Chief Financial Officer 

of The Boeing Company ("Boeing"). In March 2002, he also became a member of the Office of 

the Chairman, which consisted of four senior executives of the company. He was also a member 

of the Boeing Strategy and Executive Councils. Sears joined Boeing in August 1 997 following 

the merger of Boeing and McDonnell Douglas Corporation, where he had been employed since 

1 969. 

Darleen A. Druyun was, from 1 993 until her retirement in November 2002, the Principal 

Deputy Assistant Secretary of the Air Force for Acquisition and Management. In that Senior 

Executive Service position, she supervised, directed and oversaw the management of the Air 

Force acquisition program. In addition, she provided advice on acquisition matters to the 

Assistant Secretary of the Air Force for Acquisitions, the Chief of Staff of the Air Force, and the 

Secretary of the Air Force. Prior to Druyun' s  service as the Principal Deputy Assistant Secretary 

of the Air Force for Acquisition and Management, she had a lengthy government career that 

included various positions in the Air Force, the Office of Management and Budget and the 

National Aeronautical and Space Administration. 

Druyun's daughter was employed by Boeing in their student development program in St. 

Louis, Missouri, having been hired by Boeing in November 2000. Prior to her daughter's hiring. 

Druyun had contacted Sears and asked for his assistance in obtaining employment for her 

daughter in St. Louis. Sears contacted other managers at Boeing in an effort to obtain a position 

for Druyun' s  daughter. (Druyun had previously contacted Sears regarding possible employment 



for the boyfriend of her daughter. The boyfriend was subsequently hired and began employment 

at Boeing in September 2000.) 

In 2002, Druyun was overseeing the Air Force negotiations with Boeing to lease 1 00 

Boeing KC 767 A tanker aircraft. These tanker aircraft were to be extensively modified versions 

of Boeing's 767 commercial aircraft and were to have as their primary mission air refueling of 

other military aircraft. The total value of the contract was projected to be in the range of $20 

billion. In the summer and fall of 2002, Druyun was also involved in negotiations with Boeing 

in her position as Chair of the Board of Directors of the NATO Airborne Early Warning and 

Control Program Management Organization. This involved restructuring of the NATO AWACS 

Mid-term contract, and the addition of $ 1 00 million in funds. Sears did not personally 

participate in any of the negotiations with the Air Force in connection with any of these matters. 

II. Discussions Concerning Druyun's Employment With Boeing 

During the summer of 2002, Druyun had reached the decision that she would retire from 

government service later that year. She did not publicly announce her decision to retire, but did 

notify her immediate supervisor, the Assistant Secretary of the Air Force for Acquisition, of her 

decision to retire on or about August 20, 2002. It was Druyun's intention, in the late summer of 

2002, to seek employment in the defense industry following her retirement. 

On August 1 3, 2002, Druyun traveled to Chicago to meet at Boeing' s  World 

Headquarters with various senior executives of Boeing, including Sears. At some point during 

her visit that day, Druyun told Sears that she was thinking of retiring later that year. Sears told 

Druyun that he would like to talk to her at the appropriate time about post -government 

employment. Druyun advised Sears that she could not talk to him about post-government 

employment until she completed work on certain Air Force/Boeing matters. 
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On September 3, 2002, Druyun's daughter sent to Sears an unsolicited encrypted E-mail 

over the Boeing intranet. Druyun ' s  daughter did not personally know Sears but was aware that 

her mother, Dmyun, had known and had professional dealings with Sears for a number of years. 

The subject line of the E-mail read "Please do not forward . . .  RE: Darleen Druyun." In the E-

mail, she advised Sears that her mother would be retiring from the Air Force. The E-mail stated 

that Druyun had filed her separation papers with her JAG, but had not publicly announced her 

decision to retire. It further stated that Dmyun was interviewing with Lockheed Martin. The 

daughter encouraged Sears to recruit Dmyun for a position at Boeing and stated that Dmyun was 

"officially available." Sears responded to the E-mail as follows: 

.. J met with your mom last week She informed me of her plans, and I 
suggested that she and I chat. She said she needed to wait until she got 
some of our work completed before she should chat with me. Did I miss a 
signal or have the wrong picture? I'm with you . . .  we need to be on her 
menu. 

Druyun's daughter responded minutes later: 

Oh! I think she is referring to the Tanker deal - might be too much of a 
conflict right now She hopes to have the tanker deal made or scrapped by 
early Dec -seems like a long time off, maybe she has to wait that long 
before approaching us. It still makes me ve1y worried that she is talking 
to Lockheed! She is visiting me tomorrow for a couple days . .  J hope that I 
can get a better understanding then . . .  she is also talking to Raytheon and 
LJ (formerly E-systems, I think?) Anyway, we need to talk to her . . .  

Thereafter, Sears co111111unicated with Dmyun's daughter to help ascertain her mother's 

post-retirement plans and aspirations. Sears then sent an E-mail to the daughter stating, ''I'd 

appreciate your feedback following your Mom 's visit this week " Two days later, on September 

5, 2002, Druyun's daughter sent Sears the following E-mail: 

As promised . . .  please forgive the length ' 
It is the tanker lease that prevents herfrom talking to you right away. She 
said to contact her on October 1. 
Let me tell you what she is looking for: 
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1.  Must be challenging, tough, lots of responsibility. Does not want 
something that puts her on display. Wants to impact processes, cut 
bureaucracy. 

2. Want to make a difference in the makeup of the IDS organization in 
terms offemales . . .  she thinks it is shameful that in the Albaugh 'sfamily 
there aren 't women. 

3. Would consider moving out of DC, but would like to stay. 
4. ABSOLUTEL Y does not want to be somewhere under Muellner . . .  she 

wants to be over him like at the Pentagon. 
She told me point blank that she would think the perjixt offer would be a 
COO-like position under Albaugh. Bottom line she wants to be able to 
make an impact in the company. 

She interviewed with Lockheed 's Robert Stevens, and he outlined where 
they would like her to fit in - something like business and process reforms 
(she used the term "watchdog "). She liked the sound of it, and mentioned 
she had a good rapport with Stevens and seemed to like what he was 
saying. 
She is very interested in talking to us, but we would have to give her 
something that would blow her out of the water! She also mentioned that 
Boeing has her most admired quality: honest values. 

Sears sent Druyun's daughter a reply E-mail stating, " I  Oct it is, but I'll check with you 

to be sure as the date gets closer." On September 23, 2002, Druyun's  daughter sent Sears the 

following E-mail: 

I am fresh backfrom a visit to DC to see the parents, and of course Mom 
and I discussed life after retirement. She announces it publicly on Friday, 
by the way. I told her that I had contacted you about discussing other 
employment plans, and she is VERY, VER Y  excited. She still wants a 
COO like position with IDS, and she said that is what Lockheed is doing 
for her right now in Bethesda. She told me very frankly that if the sa/my 
and position were ideal from us, she would accept with Boeing and work 
her first year traveling back and forth from DC (work 5 days in STL, jly 
back weekends) . . .  
She wants to know if this "COO" position is a feasible creation in IDS, 
and I told her that I did not know . . .  is this a possibility? She leaves for 
Brussels Tues. and will return this weekend, so she would like to hear 
from you next week after the I't 

Consistent with Druyun's  request, as conveyed through her daughter's E-mail, that Sears 

contact Druyun after October I ,  on or about October 2, 2002, Sears contacted Druyun by 
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telephone to schedule a meeting between them to discuss her possible post-government 

employment with Boeing. They agreed to meet in Orlando, Florida, on October 1 7, 2002. 

After he scheduled the October 1 7'h meeting with Druyun, Sears sent an E-mail to a 

senior Boeing executive, who was the head of the company's Human Resources Department and 

who was also a member of the Office of the Chairman and the Boeing Strategy Council. Sears' 

E-mail requested that the matter of Druyun's  possible employment with Boeing be placed on the 

agenda for the next meeting of Boeing's Strategy Council, which was scheduled for October 8, 

2002. Specifically, Sears' E-mail to the senior executive stated: 

. . .  could we please use a bit of time to discuss job opportunities for 
Darleen Druyun at the 8 Oct meeting. I 've got a session with her on I 7 
Oct to discuss Boeing interest/opportunities. 

The senior Human Resources executive then caused the Druyun employment matter to be placed 

on the agenda for the October 8, 2002 Strategy Council meeting. 

On October 7 ,  2002, the day before the Strategy Council meeting, Sears and the other 

members of the Office of the Chairman met with the President of Boeing Integrated Defense 

System (IDS) in Seal Beach, California. This meeting was one of the two regularly scheduled 

meetings each year at which Boeing's senior executives discussed various personnel in IDS and 

planned for future personnel development and staffing in IDS. Boeing had a very disciplined 

succession planning process. At the semi -annual meetings held for each Boeing division, the 

members of senior management and the head of the division considered various persormel within 

the company who might be candidates for each senior position in both the near-term and the 

long-term. When the company learned of persons outside the company who were available and 

qualified for senior positions, the senior executives considered whether those persons would fit 

the company's needs. 
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Thus, on October 7 and 8, 2002, Sears and other members of the company's senior 

management discussed the possibility of employing Druyun following her retirement from 

government service, They were very interested in Druyun's considerable talent and experience. 

They also discussed the fact that they also did not want her to join Lockheed Martin, Boeing's 

primary competitor. They, therefore, discussed various possible positions for her at Boeing. 

Ultimately, they agreed that an appropriate position for Druyun would be as Deputy in IDS's 

Missile Defense Systems in Washington, D.C. Missile Defense Systems was not part of the Air 

Force's acquisitions process and, therefore, would avoid possible conflicts of interest in her post­

retirement job. 

During September and October 2002, Druyun had continued her employment discussions 

with officials of Lockheed Martin. On August 26, 2002, Druyun had submitted formal papers to 

the Air Force disqualifying herself from involvement in all Air Force matters involving 

Lockheed Martin. On October 1 6, 2002, during a meeting with a Lockheed Martin executive in 

Orlando, Florida, Druyun orally agreed to accept a position at Lockheed Martin upon her 

retirement from government service. On the same day, her retirement was publicly announced. 

The following day, October 1 7, 2002, not knowing that Druyun had informally agreed to 

join Lockheed Martin, Sears flew to Orlando for the purpose of meeting Druyun to discuss post­

retirement employment opportunities with Boeing. Druyun was already in Orlando to attend a 

National Defense Industrial Association Conference, as well as a NA TO AWACS conference. 

Sears and Druyun met alone in the private conference room at the General Aviation 

terminal of the Orlando Airport. The meeting lasted approximately thirty minutes. At the outset 

of the meeting, Druyun advised Sears that she had entered into a handshake agreement to work 

for Lockheed Martin starting January 2, 2003. She also advised Sears that she had not 
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disqualified herself from matters involving Boeing and, therefore, she should not be discussing 

possible employment with Boeing. Despite her statement that it was improper for her to discuss 

future employment with him, Sears and Druyun elected to engage in such discussions. Sears 

then told Druyun about the availability of a Deputy position in Missile Defense Systems to be 

located in Washington, D.C., as well as other company opportunities. He also discussed the 

customary salary for such a position, the amount of a signing bonus, possible start dates and the 

company's long-term outlook. Druyun advised Sears that she would consider the Boeing offer, 

that it met her criteria and that the compensation was similar to Lockheed Martin. She asked him 

to Federal Express a formal offer to her home on November 1 4, 2002. At the end of the meeting, 

Druyun and Sears agreed to keep their discussion confidential. At the conclusion of the meeting, 

Sears and Druyun discussed the Air Force F-22 program, in which Boeing participated as a 

subcontractor, including cost, software and late delivery of the aircraft. 

The next day, October 1 8, 2002, Sears sent the following E-mail, with the subject line 

"Employment," to the three other members of the Officer of the Chairman and the President of 

IDS: 

Howdy, Had a "non-meeting" yesterday re: hiring Jim Evatt's deputy. 
Good reception to job, location, salary, longer-term outlook. Recommend 
we put together a formal offer: 
* Job as we discussed 
*Location refined as we discussed 
*Salary $250K (assuming that fits) 
*Recruitment bonus $50K (important dimension of offer could get by with $40K) 
*Start date 3 Jan 03 (and immediately travel to Desert meeting) 
FedEx offer to home for 14  Nov arrival . . .  

In the same E-mail, Sears recommended that another specific senior executive have a "further 

details" conversation with Druyun in the near future. 

In late October 2002, the other senior executive referenced in the above-quoted E-mail 

spoke with Druyun. During that discussion, Druyun told the other senior executive that she had 
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decided to reject Boeing and join Lockheed, in part, because she had done so much work on 

Boeing matters. 

In late October 2002, after learning of Druyun's conversation with the other Boeing 

senior executive and Druyun's decision to join Lockheed Martin, Sears telephoned Druyun and 

arranged to meet with her on November 5, 2002 at her Pentagon office. Thereafter, on October 

3 1 ,  2002, Druyun's daughter sent an E-mail to Sears stating as follows: 

Nor sure if you talked to [the other senior executive}, but Mom has 
decided to go with Lockheed. She told me this weekend. She will make 
her announcement publicly on her last day (the 15th). I am sad! 

Later that day, Sears replied to Druyun's daughter via E-mail as follows: 

I did . . .  and I've got a meeting with her next week to give it another try. All 
I heard was her concern over "integrity " given the work she's done on 
some of our programs . . .  

On November 5 ,  2002, in  anticipation of  her meeting with Sears later that day, Druyun 

submitted a letter to the Air Force stating she intended to enter into employment discussions with 

Boeing and was disqualifying herself from any matters involving Boeing. Later on November 5, 

2002, Sears and Druyun met and discussed a job and terms of employment that were essentially 

the same as those discussed on October 1 7, 2002. Sears also offered Druyun a consulting 

position with Boeing. 

On November 14, 2002, Boeing sent two formal job offers to Druyun's home, one as a 

consultant to Boeing and the other as the Deputy in IDS's Missile Defense Systems. On 

November 1 5 , 2002, Druyun retired from government service. On December 1 6, 2002, she 

formally accepted Boeing's employment offer by signing the offer letter to become Deputy in 

Missile Defense Systems. Druyun began her employment at Boeing on January 2, 2003. 

Following an internal investigation - in which Druyun and Sears tried unsuccessfully to 

conceal their misconduct - Boeing terminated both for cause on November 24, 2003 and 
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immediately reported their misconduct to federal authorities. Druyun entered a plea of guilty to 

conspiring to violate Title 1 8, United States Code, Section 208( a) on April 20, 2004 in the 

Eastern District of Virginia. Sears entered a plea of guilty to aiding and abetting a violation of 

Title 1 8, United States Code, Section 208(a) on November 1 5, 2004 in the Eastern District of 

Virginia. The Statement of Facts to which Sears stipulated in connection with his plea states, 

"[Sears] acknowledges . . .  that it was improper for [Druyun] to have [employment] negotiations 

with [Sears] when [Sears] understood that Druyun was personally and substantially participating 

in matters in which Boeing had a financial interest." 
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APPENDIX C 

CIVIL SETTLEMENT AGREEMENT 

PARTIES 

This Civil Settlement Agreement (Agreement), entered on June 30, 2006, is between the 

United States of America (United States), acting through the Department of Justice on behalf of 

the United States Air Force (Air Force) and the National Aeronautics and Space Administration 

(NASA), and The Boeing Company, acting through its Senior Vice President - Law. 

The Parties agree as follows: 

PREAMBLE 

I. The "EELV/19 Pack Matter" is defined as the alleged possession, transfer, use, 

and concealment of another company's information, whether or not proprietary or trade secret 

and whether or not in written form, and whether or not constituting "competition sensitive" or 

"source selection" information as defined in 41 U.S.C. § 423, and the disclosure or nondisclosure 

of such conduct, in connection with Boeing's pre- and post-award participation in Air Force 

Contract Nos. F04701-98-9-0005 and F04701 -98-D-0002 (the EELV Contracts) from 1995 

through 2003, and Task Order 1 to NASA Contract No. NASJ 0-00001 (the 1 9  Pack) from 1999 

through 2003. The EELV/19 Pack Matter includes (a) the alleged possession of, transfer of, and 

use of another company's information specifically by Kenneth Branch (Branch) and William 

Erskine (Erskine), and also by a Boeing engineer, a Boeing parametrician, a Boeing manager, and 

a Boeing marketing director; (b) Boeing's access to and use of documents and information 

relating to another company in the possession of Branch, Erskine, the Boeing engineer, the 

Boeing parametrician, the Boeing manager, or the Boeing marketing director; and (c) any alleged 
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contacts in the period 1997-2000 between Boeing and source selection officials in connection 

with the 1 998 procurement and award of the EELV Contracts, or between Boeing and Joint 

Assessment Team members in connection with the 1999-2000 restructuring of the EELV 

Contracts. 

2. The "Druyun Matter" is defined as (a) Boeing's hiring and employment of 

Darleen A. Druyun's (Druyun's) daughter and future son-in-law; (b) Boeing's recruitment of 

Druyun and act of hiring Druyun, including Boeing's dealings, communications, negotiations, 

and relationships with Druyun, whether direct or indirect, in connection with the foregoing; and 

(c) any alleged improper bias or improper official action by Druyun resulting from (a) or (b). 

3 .  The United States alleges that the EELV/19  Pack and Druyun Matters give rise to 

claims by the United States against Boeing under the False Claims Act, 3 1  U.S.C. § 3729; the 

Program Fraud Civil Remedies Act, 3 1  U.S. C. §§  3801-3 812; the Procurement Integrity Act, 41  

U.S.C. § 423; the anti-fraud section of the Contract Disputes Act, 4 1  U.S.C. § 604; the gratuities 

statute, 1 8  U.S.C. § §  20l (c) and 21 6(b); and at common law for payment by mistake, unjust 

enrichment, breach of contract, fraudulent procurement of contracts, conflicts of interest, 

inducing a breach of fiduciary duty, and fraud. 

4. Boeing denies liability under any such theories. 

5. The Parties agree that this Agreement constitutes neither an admission ofliability 

by Boeing nor a concession by the United States that its allegations are not well founded. 

6. The Parties wish to avoid the delay, uncertainty, inconvenience, and expense of 

protracted litigation of  these claims. 
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TERMS AND CONDITIONS 

7. Upon execution of this Agreement, Boeing agrees to pay the United States Five 

Hundred Sixty-Five Million Dollars ($565,000,000) (the Settlement Amount). Payment will be 

made within seven (7) days by electronic funds transfer pursuant to instructions provided by the 

Department of Justice. 

8 .  Conditioned on Boeing's payment in  full of the Settlement Amount and subject to 

the exceptions provided in Paragraph 9 below, the United States releases Boeing, its divisions, 

subsidiaries, affiliates, officers, directors, employees, representatives, and agents, from any civil 

or administrative monetary claim the United States has or may have under the False Claims Act, 

3 1  U.S.C. §§  3729-3733; the Program Fraud Civil Remedies Act, 3 1  U.S. C. §§ 3801-3812; the 

Procurement Integrity Act, 41  U.S.C. § 423; the anti-fraud section of the Contract Disputes Act, 

4 1  U.S.C. § 604; the gratuities statute, 1 8  U.S.C. §§  201(c) and 2 16(b); the common law theories 

of payment by mistake, unjust enrichment, breach of contract, fraudulent procurement of 

contracts, conflicts of interest, inducing a breach of fiduciary duty, and fraud; or any other statute 

or common law theory creating claims for civil damages or civil penalties that the Civil Division 

has actual and present authority to assert and compromise, based upon the EEL V /19 Pack and 

Druyun Matters as defined in Paragraphs 1 and 2 above. 

9. Notwithstanding any term of this Agreement, the United States does not release 

Boeing from the following: 

a. any civil, criminal, or administrative claims arising under Title 26, United 

States Code (Internal Revenue Code); 

b. any criminal liabi1ity; 
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c. suspension and debannent, regulatory agency action, or non-monetary 

administrative liability; 

d.  any claims based on such obligations as are created by this Agreement; 

e. any express or implied warranty claims or other claims for defective or 

deficient goods or services, including the quality of goods and services; 

f. any claims for the failure to deliver goods or services; 

g. any civil or administrative claims against individuals, including current or 

fonner officers, directors, employees, representatives, or agents of Boeing, who are convicted, or 

who enter into a plea agreement, on criminal charges related to the EELV/19  Pack and Druyun 

Matters; provided, however, that if such an individual is legally entitled to repayment from 

Boeing, by claim for indemnification, contribution, reimbursement, or otherwise as a result of a 

claim brought by the United States, the release provided in Paragraph 8 above will apply to such 

individual with respect to such claim. 

I 0. Boeing agrees to the following: 

a. Unallowable Costs Defined. Boeing agrees that all costs, as defined in the 

Federal Acquisition Regulation, FAR § 3 1 .205-47, incurred by or on behalf of its divisions, 

subsidiaries, affiliates, officers, directors, employees, representatives, or agents, in connection 

with: 

(I) the matters covered by this Agreement and any related criminal agreement; 

(2) the Government's audit(s) and civil and criminal investigation(s) of the 

matters covered by this Agreement; 

(3) Boeing's investigation, defense, and corrective actions undertaken in 
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response to the Government's audit( s) and civil and criminal 

investigation( s) in connection with the matters covered by this Agreement; 

(4) the negotiation of this Agreement and any related criminal agreement; and 

(5) payment(s) made pursuant to this Agreement and any related criminal 

agreement (including the payments themselves), 

are unallowable costs for Governn1ent contract accounting purposes (hereafter referred to as 

"Unallowable Costs"). For purposes of this Paragraph 10, the "matters covered by this 

Agreement" include related criminal matters. 

b. Treatment of Unallowable Costs. Unallowable Costs will be separately 

accounted for by Boeing, on a fiscal year basis, by identification of costs incurred through 

( I )  accounting records, to the extent possible; 

(2) memorandum records including diaries and informal logs, where 

accounting records are not available; or 

(3) good faith itemized estimates, where no other accounting basis is 

reasonably available. 

Unallowable Costs previously submitted or treated by Boeing as allowable for Goverrunent 

contract accounting purposes will be withdrawn; any charge or charges previously submitted that 

were based on such costs will be adjusted accordingly; and any refund or credit due to the United 

States as a result will be paid or given promptly, regardless of any previous agreement to the 

contrary. Boeing will provide the cognizant Goverrunent contracting officers or their designated 

representatives with a fiscal year schedule of all incurred costs excluded, withdrawn, or adjusted 

as a result of this Agreement. 

Civil Settlement Agreement 
Between the United States & The Boeing Company 5 



1 1 . Nothing in this Agreement is intended to make allowable costs that are otherwise 

unallowable by prior agreement of the parties (including, but not limited to, Contract No. 

F04701-98-D-0002, Modification No. P00057, dated October 16, 2003) or by operation of law. 

Boeing agrees that any costs made or recognized as unallowable by this Agreement will not be 

transferred to the United Launch Alliance or any other entity if the result would be that such costs 

would become allowable costs for Government contract accounting purposes. 

12 .  Boeing agrees to cooperate fully and truthfully with the Civil Division's 

investigation (whether conducted through its own or others' agents) of individuals and entities 

not released in this Agreement with respect to the EEL V/19 Pack and Druyun Matters, as set 

forth in this paragraph. Upon reasonable notice, Boeing will encourage and not impair the 

cooperation of its directors, officers, employees, representatives, and agents, and will use its best 

efforts to make available and encourage the cooperation of its former directors, officers, 

employees, representatives, and agents, for interviews and testimony, consistent with the rights 

and privileges of such individuals. Boeing further agrees to furnish to the United States, upon 

reasonable request, any nonprivileged documents and records in its possession, custody, or 

control. 

1 3 .  This Agreement is intended solely for the benefit of  the Parties. By  this 

Agreement the Parties do not release any claims against any other person or entity, except to the 

extent specifically provided for in this Agreement. 

1 4. Boeing waives and will not assert any defenses it may have to any criminal 

prosecution or administrative action relating to the EEL V 119 Pack and Druyun Matters, which 

defenses may be based in whole or in part on a contention that under the Double Jeopardy Clause 

or the Excessive Fines Clause, U.S. Cons!. amends. V and VID, this Agreement bars a remedy 
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sought in such criminal prosecution or administrative action. Nothing in this paragraph or any 

other provision of this Agreement constitutes an agreement by the United States concerning the 

characterization of the Settlement Amount for purposes of the internal revenue laws, Title 26 of 

the United States Code. 

15. This Agreement is governed by the laws of the United States. The Parties agree 

that exclusive jurisdiction and venue for any dispute arising under this Agreement is in United 

States District Courts for the Central District of California and the Eastern District of Virginia. 

16 .  This Agreement is  binding on Boeing and its successors and assigns. 

17.  This Agreement represents the entire agreement between the Parties as to the 

subject matter thereof and may be amended or modified only by written consent of the Parties. 

18.  The Parties consent to the disclosure of this Agreement, and information about 

this Agreement, to the public. 

19 .  Each person who signs this Agreement in a representative capacity warrants that 

he or she is duly authorized to do so. 

20. This Agreement may be executed in counterparts, each of which constitutes an 

original and all of which constitute one and the same agreement. 

2 1 .  This Agreement is effective on the date o f  the final signature required to execute 

this Agreement. Facsimile or electronically transmitted signatures are acceptable, binding 

signatures for purposes of this Agreement. 

[SIGNATURE PAGES FOLLOW] 
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' 

DATED: ___ _ 

Civil Settlement Agreement 

THE UNITED STATES OF AMERICA 

BY: 
JUDITH RABINOWITZ 
Senior Trial Counsel 
Commercial Litigation Branch 
Civil Division 
United States Department of Justice 
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DATED: ___ _ 

REVIEWED AND APPROVED 

DATED: ___ _ 

DATED: ___ _ 

DATED: ___ _ 

THE BOEING COMPANY 

BY: 

BY: 

BY: 

BY: 

DOUGLAS G. BAIN 
Senior Vice President - Law 
The Boeing Company 

BRAD D. BRIAN 
JEROME C. ROTH 
Munger, Tolles & Olson LLP 
Attorneys for The Boeing Company 

STEPHEN W. PRESTON 
JAMIE S. GORELICK 
Wilmer Cutler Pickering Hale and Dorr LLP 
Attorneys for The Boeing Company 

RICHARD CULLEN 
McGuire Woods LLP 
Attorneys for The Boeing Company 
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I. INTRODUCTION 

APPENDIX D 

REMEDIAL MEASURES 

Prompted by the EEL V and Druyun Matters, Boeing has renewed its commitment 
to ensuring employee compliance with company policies and procedures and statutory 
and regulatory requirements. After external evaluations and its own internal reviews, 
Boeing has taken significant remedial measures in five key areas: management 
involvement, hiring and employment practices, procurement integrity, employee training 
and Law Department investigative procedures. 

II. INDEPENDENT REVIEWS 

A. Review by Former Senator Rudman. Boeing retained former Senator 
Warren Rudman to undertake an independent review of its ethics/compliance procedures 
and policies relating to the treatment of sensitive or confidential competitor information. 
Boeing has provided a copy of the Rudman report dated November 3, 2003 ("Rudman I") 
to the Department of Justice, as well as a submission identifying the changes in policies 
and procedures that Boeing has implemented or is in the process of implementing in 
response to and/or in addition to the recommendations of Rudman I. 

B. Review by Former Senator Rudman on Hiring of Government and 
Former Government Employees. Boeing also retained former Senator Rudman to 
undertake an independent review of its ethics/compliance procedures and policies relating 
to Boeing's recruiting, hiring and employment of government and former government 
employees. Boeing has provided a copy of the Rudman report dated February 26, 2004 
("Rudman II") to the Department of Justice, as well as a submission identifying the 
changes in policies and procedures that Boeing has implemented or is in the process of 
implementing in response to and/or in addition to the recommendations of Rudman II. 

C. Ethical Leadership Group ("ELG") Review. Boeing retained ELG to 
conduct an outside review of Boeing' s  policies and procedures relating to 
ethics/compliance generally and has provided the ELG report dated October 23, 2003 
(the "ELG Report") to the Department of Justice, as well as a submission identifying the 
changes in policies and procedures that Boeing has implemented or is in the process of 
implementing in response to and/or in addition to the recommendations of the ELG 
Report. 

D. Law Department Independent Consultant. Boeing retained R. William 
Ide, Ill, former President of the American Bar Association, to conduct an outside review 
of the Boeing Law Department's  investigation policies and procedures, and has provided 



• 

a copy of the report dated February 9, 2004, as well as a summary of improvements 
made, to the Department of Justice. 

III. INTERIM ADMINISTRATIVE AGREEMENT 

In response to the EEL V and Druyun Matters, the Department of the Air Force 
(the "Air Force") has thoroughly reviewed the ethics/compliance policies of Boeing and 
has entered into an Interim Administrative Agreement (the "IAA'') adopted by Boeing as 
of September 22, 2004, and executed by the Air Force and in force as of March 4, 2005. 
The IAA sets forth specific remedial measures that Boeing has taken or has committed to 
take "to ensure that it possesses the high degree of business integrity required of a 
Government contractor" and includes rigorous assessment and reporting obligations 
regarding a comprehensive set of compliance improvements undertaken by Boeing. 

A. Special Compliance Officer ("SCO"). At its expense, Boeing has 
engaged an SCO acceptable to the Air Force -- BearingPoint, Inc. -- to provide the 
services of General George G. Babbitt, USAF (Ret.) as the SCO to oversee Boeing's 
implementation of the measures outlined in the IAA. In coordination with Boeing, the 
SCO has developed a Compliance Monitoring Plan which was approved by the Air Force 
in June 2005. The SCO is required to furnish periodic compliance reports (now monthly) 
to the Air Force, as well as two independent reports, the first of which was submitted 
November 10 , 2005 . 

B. Proposal Certification. The IAA requires the SCO to review and certify 
certain competitive U.S. government proposals as having met Boeing's process 
requirements for preparation of such proposals. The first proposal certified by the SCO 
was the Buy III proposal for EEL V. The SCO concluded that there was compliant 
execution. 

C. Future Outside Independent Review. As provided in the IAA, Boeing 
will retain a consultant acceptable to the Air Force to conduct an additional outside, 
independent review of its ethics and compliance policies and procedures. A copy of this 
consultant's report, due 28 to 30 months after the March 2005 effective date of the IAA, 
will be furnished to the SCO and the Air Force. Within two months of the issuance of 
this report, Boeing will provide to the same parties a submission identifying the changes 
in policies and procedures, if any, that Boeing has implemented, or will implement, in 
response to the report. 

IV. MANAGEMENT INVOLVEMENT 

Boeing has increased management oversight of ethics and compliance related 
matters in order to improve the company's overall ethics and compliance program. 

A. Establishment of Boeing Office of Internal Governance. In November 
2003, Boeing established the Office of lnternal Governance ("OIG") reporting to the 
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CEO. Intended to elevate the visibility of activities related to ethics and compliance, the 
OIG reports regularly to the Boeing Executive Council and Board of Directors. 

B. Establishment of IDS Compliance Review Board and Compliance 
Assessment Team. Concurrently with establishment of OIG, Boeing Integrated Defense 
Systems ("IDS") took proactive measures by establishing the Compliance Review Board 
("CRB") and Compliance Assessment Team ("CAST"). CRB, chaired by the IDS 
President, with membership drawn from senior IDS general management and functional 
area heads, meets quarterly to receive reports from CAST and to address 
ethics/compliance issues brought to its attention, including appropriate systemic 
correction of compliance issues as they arise. CAST, co-chaired by the IDS Vice 
Presidents of Ethics and Program Management, meets monthly and is responsible for 
maintaining robust compliance processes and procedures. 

C. Ethics and Business Conduct Committee ("EBCC"). This committee 
includes Boeing's President and CEO, his direct reports on the Executive Council and the 
Vice President of Ethics and Business Conduct. Recognizing the importance of setting 
"tone at the top," the EBCC's quarterly meetings provide a forum in which the principal 
leaders of Boeing discuss ethical leadership, ethical culture and data. The ethics strategy 
has been revised, with a focus on facilitation of management's  ownership of the ethical 
culture and embedding ethics as a c ultural trait within the company's businesses. 

D. Coordination with Law Department. There is a monthly meeting 
among Boeing's General Counsel, the IDS President and CEO and the OIG Senior Vice 
President to identify matters bearing on Boeing's present responsibility. 

E. Boeing Code of Conduct and Employee Certification. In January 2004, 
Boeing's Chairman and Boeing's President and Chief Executive Officer instructed all 
managers to have each employee under their supervision to read the Boeing Code of 
Conduct and execute an Employee Certification confirming that they understood and 
would comply with the Code, with instruction that no employee, including the Chairman 
was exempt from this process. All employees were also required to sign the Code of 
Conduct certification in 2005 and 2006. 

F. Consolidation of Ethics Personnel and Activities. Boeing has created a 
consolidated organizational structure under which all Ethics Advisors report on a solid 
line basis to World Headquarter' s  Vice President, Office of Ethics and Business Conduct 
("Ethics"), who in turn reports to the Senior Vice President, OIG. This eliminated 
potential conflicts from diverse organization reporting relationships. 

G. Enhancement of Opportunities for Ethics Advisors. Boeing has 
enhanced long-term career opportunities of Ethics Advisors and has more than doubled 
staffing in the United States. In addition, Boeing has begun staffing international 
locations with Ethics Advisors. All Ethics Advisors are now full time. 
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V. HIRING OF CURRENT OR FORMER GOVERNMENT EMPLOYEES 

Significant improvements have been made in the procedures for the recruitment 
and hiring of government personnel, including executive hires. 

A. Human Resources Process and Practice Enhancement. 

I .  Boeing has made organizational changes to its Human Resources 
Department to ensure that the processes and practices are aligned and consistently applied 
company-wide. Enhanced procedures define the responsibilities of all Boeing 
organizations in the hiring and recruiting process and establish the oversight and 
monitoring role of all recruitment and hiring actions, including pre-employment 
contingencies and employee orientation. These procedures are PR0-4825 "Recruitment 
and Hiring of Current and Former Government Employees - Conflict oflnterest" 
(revised August 2005), PR0-6383 "Hiring and Assigning Individuals Previously 
Employed by a Competitor - Conflict of lnterest" (Revised May 2004), PR0-6477 
"Filling a Job Opening" (new procedure, published in December 2005), and PR0-23 1 3  
"Recruitment and Employment" (under revision). 

2 .  New hiring controls have been implemented. Implementation of the 
above-referenced requirements is supported by the Boeing Enterprise Staffing System 
("BESS"), which contains internal controls that ensure company policy will be followed 
when hiring current or former government employees by preventing progress to the next 
stage of the hiring process unless the prior stage requirements have been completed. For 
example, BESS requires external applicants to complete the Government Conflict of 
Interest (COl) questionnaire before they can apply for posted jobs and, if necessary, go 
through a legal review before being made available to hiring managers for interviews. 
Only Global Staffing can extend job offers on requisitions posted through BESS. BESS 
requires hiring managers to complete Government COl training on an annual basis in 
order to participate in the hiring process. 

3 .  Reviews are conducted by the Law Department before employees with 
ongoing COl monitoring change jobs. Global Staffing submits a monthly report on all 
employees with ongoing COl monitoring who changed jobs or classifications within the 
previous month and whether a legal review was conducted. The HR system was 
modified in May 2005 to preclude any job change for an employee with ongoing COl 
monitoring without a corresponding legal review, correcting a flaw that would allow an 
employee with ongoing monitoring to be reclassified or reassigned without a legal 
review. 

4. Personnel files have been centralized in an electronic database called 
Personnel Records Link. HR Central Records also added a database to track the receipt 
of all essential documents for all new hires, identifying any missing documents that need 
to be collected. 
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B. Revised Procedure for Recruiting and Hiring Current and Former 
Government Employees. 

I. On September 24, 2004, Boeing adopted PR0-4825, a revised conflict of 
interest procedure for the recruiting and hiring of current and former government 
employees. 

2. Once either Boeing or a person not employed by Boeing (or someone 
representing or acting on behalf of either) has "expressed an interest" regarding current or 
future employment or a contract labor assignment by Boeing, a four-question 
Government CO I form must be completed. If the applicant answers "Yes" to any of the 
four questions, the applicant must complete a full Government Conflict of lnterest 
Questionnaire, an initial screening must be performed, and a written conflict of interest 
review must be completed by the Law Department, as required, before Boeing engages in 
an "employment discussion." A person has expressed an interest in possible employment 
with Boeing if that person, or someone representing or acting on behalf of that person, 
has provided a written communication (including an email message) expressing such 
interest or has expressed such interest to a representative of Boeing in person or by 
telephone. An "employment discussion" is broadly defined to mean any direct or indirect 
communication between a Boeing employee and a person not employed by Boeing (or 
someone representing or acting on behalf of either) regarding current or future 
employment. 

3 .  The improved full Conflict of Interest Questionnaire (form F7 I 0000027) 
(28 May 2004) includes the following pertinent questions: 

1 2. Do you currently have responsibilities on behalf of the U.S. 
Government for matters involving Boeing? 

1 3. Are you now participating personally and substantially on behalf 
of the U.S. Government in a federal agency procurement using 
competitive procedures in which Boeing is a bidder or offeror and in 
which you are involved directly or indirectly (including supervising a 
subordinate), in (a) drafting, reviewing or approving the specification 
or statement of work for the procurement; (b) preparing or developing 
the solicitation; (c) evaluating bids or proposals, or selecting a source; 
(d) negotiating the price or terms and conditions of the contract; 
(e) reviewing and approving the award of the contract? 

4. If question 1 2  is answered "Yes," Boeing cannot consider the individual 
for possible employment until the individual (I) files a "Disqualification Notice" with the 
individual' s  U.S. Government agency (and provides Boeing with a copy showing 
approval by the individual's U.S. Government supervisor or Designated Agency Ethics 
Official ("DAEO")), which states that while the individual is seeking employment with 
Boeing, the individual will not act on behalf of the U.S. Government on any matters 
involving Boeing; or, (2) the individual provides a written opinion from the individual' s  
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agency's DAEO which states that, due to the nature of the individual' s  Government job 
responsibilities, a disqualification notice is not required to be filed by the individual. 

5 .  If question 1 3  is answered "Yes", Boeing cannot consider the individual 
for possible employment at this time. Boeing will be able to consider the individual for 
possible employment only ( 1 )  when the individual discontinues all involvement in the 
procurement covered by question 1 3 ,  by filing a required "contact report" and 
"disqualification notice," and by providing copies of those documents to Boeing which 
show approval by the appropriate U.S. Government official; or, (2) when the 
procurement has been cancelled; or, (3) when a contract for the procurement has been 
awarded. 

6. A written conflict of interest review must be performed by the Law 
Department before engaging in an "employment discussion" with certain designated 
categories of candidates, including a person who is a current U.S. Government employee 
or whose U.S. Government service ended within the past 5 years and who is or was a 
military officer, or a U.S. Government civilian employee paid at a rate of pay equal to or 
greater than the base rate of pay for a grade GS-7, step I. 

7. Anyone acting on behalf of Boeing is prohibited from engaging in an 
"employment discussion" with a present or former U.S. Government employee unless 
authorized by Human Resources. 

VI. PROCUREMENT INTEGRITY 

Although policies and processes have always required compliance with statutory 
and regulatory requirements, Boeing polices and procedures have been significantly 
strengthened to ensure compliance with the Procurement Integrity Act, the Uniform 
Trade Secrets Act, the Economic Espionage and Theft of Trade Secrets Act, and the 
Stealing or Conversion of Government Property or Records law. 

A. Procurement Integrity and Restriction on Use of U.S. Government 
and Third Party Proprietary Information in U.S. Government 
Procurement. 

I. On November 1 0, 2004, Boeing issued revised PR0-70, which defines 
lawful acquisition and use of non-Boeing proprietary information to ensure compliance 
with the Procurement Integrity Act and related laws. It applies to all Boeing employees, 
consultants and contingent labor who may come in contact with third party proprietary 
information. Additional modifications to PR0-70 are being considered. 

2 .  Each employee and consultant who is involved in a U.S.  Government 
procurement and proposal effort must be familiar and comply with the prohibitions in the 
Procurement Integrity Act, the implementing regulations, related laws and PR0-70. 
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3 .  Under PR0-70, employees and consultants must accept or receive 
information only from sources believed to be authorized to provide that information and 
only if there is no doubt about the company's  right to receive and use that information in 
the particular U.S. Government procurement. This requirement applies to information 
received directly or indirectly and regardless of the form in which the information is 
received (oral, written or electronic). It also applies to information which may not be 
marked with a restrictive legend but which otherwise may qualify as restricted 
information. 

4. Whenever reasonably necessary in order to demonstrate the proper receipt 
of information, employees and consultants must document receipt of the information 
sufficiently to demonstrate the propriety of the receipt and note any use restrictions or 
limitations. A special form -- Documentation Trail Form for U.S. Government 
Procurement Related Information -- is provided for this purpose. 

5 .  If, during the course of a U.S. Government procurement, an employee or 
consultant receives a document or information of any kind having a restrictive marking 
which raises doubt as to the company's right to receive or use the information, or the 
nature or circumstances of receipt are such as to raise a doubt, that document or 
information must be immediately sealed and provided directly to Ethics or the Law 
Department for further investigation. The Law Department will ensure that notification 
is made to the appropriate level of business management. If warranted by the results of 
the investigation, a report concerning the violation or possible violation of the 
Procurement Integrity Act or related laws will be made to the Government. 

6. Under PR0-70, if an employee or consultant has personal knowledge or 
evidence of a violation of the Procurement Integrity Act or related laws, it is the 
responsibility of that person promptly to report that knowledge or provide that evidence 
directly to Ethics or the Law Department. 

7.  PR0-70 reiterates that employees and consultants must not discuss 
potential Boeing employment with any current or former U.S. Government employee 
without receiving clearance from Human Resources before the discussion takes place. 

B. Proposal Team Brief. For all competitive U.S. Government proposals 
subject to the Procurement Integrity Act, all capture and proposal teams must receive the 
Proposal Team Brief, which explains the rules related to competition-sensitive third party 
and U.S. Government information. 

C. Controls on Team Composition. For competitive U.S. Government 
procurements valued over $500 million, the program/capture manager must maintain a 
roster of the capture/proposal team. Before anyone can be added to the team, individuals 
are required to certify (i) completion of the Proposal Team Brief, and (ii) that they have 
not assisted a Boeing competitor within the last three years on the same or a directly 
related procurement (see paragraph F below), and (iii) and that they will comply with all 
applicable laws and Boeing policies and procedures. HR makes the employee's  pre-
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Boeing work history available on-line, and each employee who has been continuously 
employed by Boeing for less than three years has a badge indicator of "N" to visually cue 
the proposal manager to check the employment history. 

D. Compliance Checklist. For U.S. Government procurements exceeding 
$500 million, program/capture managers must provide a compliance checklist and verify 
that ( 1 )  no team members have assisted a Boeing competitor within the last three years on 
the same or a directly related procurement, (2) team members have met training and 
certification requirements, and (3) the proposal does not contain and is not based on 
information that was obtained improperly. 

E. Proprietary Information Certification Requirement. Since September 
22, 2003, all new Boeing hires.have been required to go through an employee orientation 
that includes, as a condition of employment, certification that the new hire ( 1 )  does not 
possess any proprietary information that is confidential to or owned by a former 
employer or other third party ("proprietary information"); (2) will not attempt to obtain 
any third party proprietary information while a Boeing employee, except in accordance 
with relevant law and established Boeing procedures; and (3) will not use or disclose any 
other company's  proprietary information while a Boeing employee. 

F. Avoiding Appearance of lmpropriety on Hiring of Persons Previously 
Employed by Competitor. On May 28, 2004, Boeing issued PR0-6383 ("Hiring and 
Assigning Individuals Previously Employed by a Competitor - Conflict oflnterest"). The 
procedure is designed to prevent the "appearance of impropriety" which is defined as a 
situation in which Boeing personnel participating on a competitive U.S. Government 
procurement with a value expected to exceed $500 million have worked for another 
company in certain capacities on a proposal in competition with Boeing and where the 
current Boeing matter covers the same or a directly-related procurement action. Under 
PR0-6383, (i) individuals will not be assigned to a "key position" with a "covered team" 
if the assignment creates an appearance of impropriety, (ii) prior to assigning individuals 
to a key position, their employment history will be checked to determine if they were 
involved in an assignment with a prior employer that might create an appearance of 
impropriety, and (iii) Boeing Staff/Employment will obtain certification from potential 
team participants acknowledging the company requirement to exclude them from 
participation on a covered team where they have assisted with a competing proposal from 
another company for the same or a directly-related procurement action within the past 
three years. 

G. Specific Protective Measures Related to EEL V. In the IAA, the Air 
Force and Boeing agreed to specific protective measures relating to all EEL V 
competitions to eliminate any concern that those competitions may be tainted by the 
events related to the EEL V Matter. These protective measures are set forth in Exhibit E­
l to the IAA. 
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VII. EMPLOYEE TRAINING 

The enhanced ethical compliance programs are reinforced through extensive 
training. 

A. New Hires. Modified procedures and processes require employee 
certification regarding proprietary information, the viewing of an updated ethics video, 
and receipt of an ethics and business conduct guideline book. Similar measures are in 
place for consultants and contingent labor. 

B. Recommitment Day Events. Ethics Recommitment Days have been 
conducted yearly and are led by the business units in conjunction with Ethics, with 
significant management involvement. 

C. Ethics C hallenge. Boeing conducts an annual mandatory ethics training 
-- the Ethics Challenge -- that has been modified to use actual Boeing ethics cases. 

D. Additional Training for Managers. Additional training in the form of 
the Ethics Resource Information for Managers has been developed to help managers 
fulfill their ethics leadership responsibilities. Manager training includes segments on 
what to do in ethics investigations and Boeing's non-retaliation policy for employees who 
disclose ethical violations. All managers must also complete the Government COl 
training on an armual basis. In addition, ethics components have been added to training 
courses provided at the Boeing Leadership Center, the Company's corporate training 
facility. 

E. Training of Ethics Advisors. A number of training events are conducted 
to ensure Ethics Advisors are competent in their roles and continue to develop their skills. 

F. Training on Protection of Proprietary Data. A new, separate training 
course has been developed to specifically address the important area of protection of 
proprietary data. 

VIII. LAW DEPARTMENT 

The Law Department has enhanced procedures for internal compliance with 
statutory and regulatory requirements. 

A. Consistent Enterprise-wide Investigation Procedures. The Law 
Department has established mandatory investigation procedures on a company-wide 
basis. The investigation procedure consists of two prongs. First, all company 
organizations must refer certain matters to the Law Department. Second, all 
investigations handled by the Law Department are carried out in a consistent manner. 

B. Mandatory Referral Process (PR0-6419). PR0-641 9  was issued on 
May 20, 2004, to ensure that all organizations within Boeing treat "Potentially Significant 
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Allegations" ("PSA") in a consistent manner. A PSA matter is defined as an accusation 
or report that involves a suspected violation of law or policy which, if confirmed, could 
cause substantial harm to the business or reputation of the Boeing Company. All PSA 
matters coming to the attention of a company organization or any employee must be 
referred to the Law Department, so that it can decide if it will investigate the matter under 
its procedures. 

C. Internal Investigation Procedures. The Law Department has established 
an internal Business Process Instruction that sets forth the procedure for conducting 
internal investigations in order to ensure the consistent and effective handling of 
investigations. The Law Department has also established a separate investigation 
procedure for potential Procurement Integrity and third party proprietary data 
investigations. Key features of this procedure require: ( I )  the collection and segregation 
of suspect documents or information; (2) return of proprietary documents to their 
apparent owner or originator; and (3) in appropriate circumstances, notification to the 
procuring agency of a possible violation of the Procurement Integrity law. 

D. Chief Counsel of lnvestigations. Boeing has created the post of Chief 
Counsel, Investigations, to oversee all Law Department internal investigations. 

IX. REPORTING 

The IAA requires periodic reports from the Boeing Senior Vice President, OIG, to 
the Air Force, including the following: 

( I )  a description of standards of conduct/ethics/compliance 
training conducted by Boeing, and the number of persons 
who attended; 

(2) notification of initiatives relating to the Ethics and Business 
Conduct Program, including the status of all remedial 
measures Boeing has committed to implement in the IAA; 

(3) the status of all (a) known ongoing criminal, civil and 
administrative investigations and proceedings conducted by 
any government entity with regard to any allegation 
relating to Boeing's or its employees' business integrity; 
(b) all investigations conducted by Boeing involving 
allegations of fraud or criminal offense; and (c) all other 
matters that Boeing's  General Counsel, its Senior Vice 
President of Internal Governance, or the IDS President 
determines may bear on the present responsibility of 
Boeing; 
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( 4) a report identifying all calls made to the confidential toll­
free Ethics Line and all inquiries received by Boeing Ethics 
Advisors; and 

(5) a summary of any analysis Boeing has conducted regarding 
Boeing's Ethics and Business Conduct Programs. 

X. CORPORATE AUDIT ROLE 

Boeing's Corporate Audit has a significant role in monitoring compliance with the 
remedial measures discussed above. That role includes (i) preparing Effectiveness 
Reviews of Audit's role in testing compliance with the IAA, and (ii) working with the 
SCO on Compliance Monitoring Plan actions. 

l l  
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� ,., � . . . 

J ! .  �(lTlCl!.S, :\ny :�odce.s. n::p;)r!s. or i nfonnalion F.::qui r,�J b-;:r�unJer :�hd! be i11 \Vr-it:-r;g 
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If ;o '3oein g. to: 

If to the Air Foree, w: 

Senior Vice President 
Office of Internal Go•,.ernance 
The Boeing Company 
7755 East Marginal Wa)' South 
Mail Code lFSO 
Seattle, W A 98108 

Deputy Gen� Cotmsd 
(Comracror Respon&ibility) 
D:::partment of the Air Force 
SAPfGCR 
'1040 North Fairfax Drive, Suite 204 
Arl!ngton,.VA 22203 

32. M.QIH.liJCA TlQN. This Agreement may b¢ �Jnen>led Q! Itto<.lified only by a written 

UEP.ART?.!£.1\;""'l' OF THE AJRFORCE 

n:r:_sTNit-
· 
·
_ 

De[?uly Genenti Counsel 
(Q•l'ltraetor ResJl•\Jnsimlity) 

HARRY C. STONECIPHER 
Chief E.>.�:cutiVt� Offkllf 

2S 
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