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ics: A Common-Sense Definition

= Ethical behavior is what you do when no one is looking

= Will you do the right thing even when it is not in your best
interest?

“Whenever you are to do a thing, though it can never be known
but to yourself, ask yourself how you would act were all the
world looking at you, and act accordingly.”

Thomas Jefferson
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Ethical Dilemmas

i

= On the weekend, you stop
at an ATM for $100. The
machine dispenses $200 to
you, but only debits your
account for the $100 you
requested

- What do you do now?

[
\
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[
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ical Dilemmas

- = You are going home at
' 2:00 a.m. and stop for a
red light. Looking
around, you see no one
in any direction as far as
the eye can see

8

»"fﬂ = What do you do?
/ \
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' .'-Eical Dilemmas

* The auto body repairman
offers to fix damages not
caused by your recent
collision as part of your
insurance claim
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_Age Factor

Would you cheat on an important exam?

= Elementary school students 21%
= Middle school students 53%
= High school students 65%
= College students 75%
b
/ [

Source: 2000/2001 McCabe/Rutgers Survey
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ks to Proper Ethical Conduct

= Work pressures, such as:
= Schedule deadlines
= Sales goals aa
= Cost reductions i
= Quality inspections

= Career advancement

* [ntentional decision / rationalization

= “No one will know”

= “Everyone does it”

= “l didn’t know that was against policy”
= Fear of retaliation
= Misunderstanding or lacking information
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What do you value?
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Forever New Frontiers

Penple working together
as a global enterprise
for aerospace leadership

Strategies

Run healthy.core businesses
Leverage strengths into new products and services
Open new frontiers

Core competencies

Detailed customer knowledge and focus
Large-scale systems integration
Lean enterprise

Values

Leadership

Integrity

Quality

Customer satisfaction
People working together

A diverse and involved team
Good corporate citizenship
Enhancing shareholder value

respect.

el |

Integrity is the foundation of Boeing values
We will always take the high road by practicing the highest ethical
standards and by honoring our commitments. We will take personal
responsibility for our actions and treat everyone fairly and with trust and




Integrity is about:

= Being accountable and responsible
= Doing what is right
= Doing what we say we are going to do

* Demonstrating our personal commitment to ethical behavior in
everything we do

Ethics must be viewed as a cultural trait regardless of :

3
/

/*_ ‘ * Location, program, or team
\ * Level in the organization

lﬂ B

We must create and maintain an environment

where ethics and integrity can thrive
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Why are Ethics and
Compliance So Important?
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Effects of Violating Ethical Conduct

= Company Risk

= Loss of contracts
= Restrictions on bidding
= Reputation
= Stock prices (company valuation)

' = Personal Risk
= Corrective Action

/ ‘ * Loss of employment

% = Legal action
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» Cost of an Ethics Failure

TYPE 3

Loss of company reputation

TYPE 2

Investigative
Administrative Legal

and Audit —

Remedial Government

Education U Oversight

Corrective Actions

Increased Government Regulation
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avels of Compliance

Leading
with
Integrity

Compliance Management

Compliance Oversight Process

Plus

/\ Legal
, Limit
;‘l E

Boeing Policies and Procedures

Laws, Regulations and External Influences
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The Boeing Implementation of
Ethics and Compliance
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Strengthening the Boeing Governance
Environment

D Compliance
Infrastructure

Functional
Oversight

Processes

Compliance/
Risk Integration

Functions
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'Office of Internal Governance

Senior Vice President
Office of Internal Governance

—|Executive Assistant

S Communications

Director
Vice President V_ice Presid_ent Vice President Complia.nce 5
Corporate Audit Ethics & Business Global Trade Integration . Human
Conduct Controls and Supplier Resources
Diversity 5

.......... Legal
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=11

‘Ethics and Business Conduct

Vice President
Ethics and Business Conduct
Office of Internal Governance

Executive Assistant

Ethics Executive| |Ethics Executive| |Ethics Executive| |Ethics Executive ﬁggﬂﬁ;ﬁf:{.ﬁe Business Ops
BCA/CBB IDS Technology SSG/BCC : . P
and Ethics Advisors

: = ; : Ethics Specialists]
.. ......................... .. .......................... .’ .......................... . .................... Regional Managers
: : : : East Region

I
i : : : Legal Counsel |............ :
S S B eeeererieereaeneneaeas B eeeeneniaerinens Regional Managers
.: . . . Northwest Region

|
: : : : Human Resourceg i
S S S B reneenerrennaenans Regional Managers
> ~ > ~ Southwest Region :

Communicationsf========x=:- E
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Vision:

= A culture of superior performance driven by integrity,
openness and trust

Mission:

* Drive an industry-leading Ethics program that inspires a
culture of integrity and personal accountability to
ensure business success
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s of Ethical Concern

contiet &

of .

' d

'S

GRATUITIES

AR Vg ,

Supplier Relations

Aﬂ; \ Proper Marketing

> Company Assets
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_se Industry Initiative (DIl) Requirements

= “Each company will have and adhere to a written code of
business ethics and conduct”

= Policies and Procedures
= Code of Conduct

= Ethics and Business Conduct Guidelines
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eing Code of Conduct

The Breing Code of Comductantlines expected behmviors loeall Bosingemployess.
Pewingw i|I|I-'\:'II-|II'\.1 its business nirky, impartially, in o ethical and proper manner, and
in Tull comp lianee wi th all applicable leses and regulitions. Inconducting is business,
integrite must underlie all company re bijonships, including these with costome s,
suppliers, communities and ameng emplopees. The higheststandars ofethical business
coreduct are wquired of Boeirg emplovees in the pedormance of their comp
respomsibi lities. Emplorees will notengegze inconduet or activity that may roise questions
as 1o the compary s ix-n-x—clj. impartiality, repuintion oeotherwise canse e mharmssment
1o the coanpanry.

Emplryeeswill ensune that

They o vt erggage inanry pctivity that might crente o conflict o inbe rest for the comparg
ar for themsekees individually.

They ko vt ke advantgge ol their Boeing position o see k persooal gain through the
ingppropriate e of Beeingor non-pubic imfomation or douse oftheir pesition. This
ineluckes notergpaging ininsider trading.

They will Bl all vestrictions oo use arl disclesnre of information. This includes
Fallering ol lrecuireme nis b protecting Boe ing information and e nsurings that ren-
Pewing proprietary information is wsed ani discksed only asanthonized by the osner of
I|I-'i|l|£-|1llllli--|l-1'J:--1|h.'l'.1i:-'|J-\.'I1IIiII-.'-| Iy I

They obseree that firdealing is the Funcation e all of cor transactions ond intere o

Thegwill pratect all compary, customer and supplier msets and nse them only br
appaopriahe comparry approved metivities.

Witheut exception, they will comply with oll applicoble s, rukes o regu biions.

They will prampily reporvany illegal oe uneth ical conduct o maagement ocother
appropriake antho ties (e, Frhics, Law, Security, EEO0

Fvery empleryee hos the resporsibility toask questions, see k uidince oo report suspeeied
wiclatiors of this Code of Conduct. Retalatian against employeeswhooome [oreand tomise
germine conceris will not be wleraged.

Do not engage in conflicts of interest

Do not abuse Boeing position for personal
gain through inappropriate use of inside
information

Protect Boeing and 3™ party proprietary
information

Observe fair dealing in all transactions and
interactions

Protect company, customer, supplier assets
and use appropriately

Comply with all laws, rules and regulations

Report promptly illegal or unethical conduct
to management or appropriate authorities

Every employee has the responsibility to
ask questions, seek guidance, and report
suspected violations of this Code of
Conduct. Retaliation against employees
who come forward to raise genuine
concerns will not be tolerated.

FTOEE HEW [12 AR FIEH|
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Survey Participants

14 Participating Companies:

o= BAE Systems, North America, =

Inc
= The Boeing Company
‘= Day & Zimmermann, Inc.

= DRS Technologies

" = General Electric Transportation =

/ ~_ = Harris Corporation

= L-3 Communications Corp.

Source: Ethics Resource Center
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Lockheed Martin Corporation
Parker Aerospace
Raytheon

Science Applications
International Corporation

Thales North America, Inc.

United Defense, LP

United Technologies Corporation
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When everyone: We see:

workplace e Less pressure to

« Keeps promise q compromise ethical
and commitments standards

* Models ethical * Increased reporting
behaviors of misconduct

e Higher satisfaction

Source: Ethics Resource Center _
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on Counts
80%
70%
P /0% 1 Fewer employees
3 "g 600, | observe misconduct 56%
B T when managers 070
?EJ- S 50% 4 demonstrate ethical ma?]agement
o .2 40% - actions. 3504 .
|5 £ - .gctlo?s_ r
8 2 30% - uperviso
.g 5 20% - 15%17% actions
c 2
i o

10% | 1
0%
Demonstrates Demonstrates Talks about

all four actions several ethics (only)
actions or none

.
—

s
:/

Source: National Business Ethics Survey 2003, Ethics Resource Center
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Lessons Learned:
It's All About Leadership
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80eing’s Management Model

CHARTS THE COURSE SETS HIGH EXPECTATIONS

Initiative Toolkit

Stock
Price

Growth

= Customer
Satisfaction

Financial

Financial
Objectives Stakeholders

Performance

Performance

= Move Toward
World-Class:
Margins,

Earnings, = Competitiveness
Cash e

= Economic to Plan * Employees
Profit = Customers
= Shareholders

Productivi

* Employee
Accountability

DELIVERS RESULTS
SH3H1O S3dIdSNI

o - L

LIVES BOEI FINDS A WAY
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Promote an organizational culture that encourages ethical conduct
and a commitment to compliance with law

How?

= Set clear expectations

= Demonstrate leadership action
= Promote a culture of openness

/*- ‘ = Use value-based decision making

* Source: U.S. Sentencing Guidelines
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3 Clear Expectations

Model and explain:
= Company values
= Desired behaviors
= Code of Conduct
= Provide tools and job aids to:
= Enable communication
= Help employees make the “right” decisions

= Develop and maintain clear and accessible policies and
procedures

'
/ [
= Require accountability:
| = Link expected behaviors to performance evaluations

Tracking # O1G0042
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onstrate Leadership Action

Lead activities:
= Ethics training
= Code of Conduct certification
= Conversations about ethics
* Model values and desired behaviors
= Recognize those who demonstrate desired behaviors

= Keep promises and commitments

/
/ [
= Ensure the right metrics are in place to run the business and
reward desired behaviors

Tracking # O1G0042
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& =

- Promote a Culture of Openness

= Raise the difficult issues

= Make it easy and inviting for people to bring up difficult
issues

= Put intentions on the table — no hidden agendas
= Demonstrate that retaliation is not tolerated
= Act on issues that are raised — share the results

/
/
/\f = Boeing Ethics Report

"
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'Use Value-Based Decision Making

= Apply organizational values for making decisions and taking
action

= When encountering an ethical dilemma:
= |dentify underlying values for each side of the dilemma
» |dentity any competing values
R = Ask:

= Are the values really competing or is one of the choices
just unpleasant?

= |f dilemma still exists:
= Step back

= Seek a third alternative that embraces the values
| ecking s oic00s, @SSOciated with each side of the dilemma
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nmary

Ethics and compliance are good for business

Values drive behavior

Tone at the top is critical

Leadership, leadership, leadership
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