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SECRETARY OF DEFENSE
1000 DEFENSE PENTAGON
WASHINGTON. DC 20301-1000

L[26[2019

The Honorable Flizabeth W anee
Upited States Senate
Washington. DO 20370

Dicen Sematsr Wa/um)

Darite i reply tovour letier ¢ danaary <0 Tois ik o oz the opportamis o
describe the prudent. signitican mensures § have dreviad o cisurg s Depariment of Detense
(Dol team leads with an ethics nindse

Bthies begins with mes | reminn tels conssed tocomplong with both the letier aond the
SPEFIE of M Cihies dapreciient ane D have tici perseoiiis will mn munedidie offiee stalt
convey my absofute ient o follow il appocahle wivs aid caidgiimes | aave neither reguested
por have [ been grmted any autionzaton of waiver o these ndes § o gty contident ma
statements and. Mmore IMpanantiy. s aciuns Lo daid OISR Y Connsivent o avonding
any conllicts oI mierest wath my former cmplov et st o eamtansng the hehest otical
standards tor myseh and Dol Pacime Tnd Tarae cranentneg of Thesy siatements aitd aciions
below and i1 the enciosca documonts.

As Lrecentiy stated 1 the endlosed niessen o ol persannel. an ethies mindset
FequIFes More (han Mecling MEnmum Compinacd ~tndaids | caders miust reintoree ethical
behavior across the full spectrum ot detivay L arby i 1ehre as Deputy Seeretans of Detense.
I addressed approviniaels o humdred o1 the Deparinent ~ most eApeiienced cthies sTtormey s o
emphasize the iImpaortance an ethical nimdset and clisurin cthies counsefors have o “seat at the
table™ when decisions are made. { have incorponaed cthios and stewardship principles n Dol
policies on auending outside cyenis and engayony with mdusuy . Looniinue o meet regularly
with the General Counsed und the Weting Director o ihe Dal) Standisds of Conduet Othice o
find new wass of reintorcing our cihicat ciitar e and ot ples throaghout evens levet of the
Department. For example. Fhive directed somor leadors so be personalis imvolved in presenting
annual ethics training 10 their organtzat.one tus e

Forensure s Feomphy wath i appicable cinnes L D regoiariy ask tor and rely upon
the ady e of the Dol) Geperad C ounse.. ax the Propartmem’ s Desicnated Aveoos B iues Otheal.
and the ethics attornevys 1 the Hol) .\;‘uul‘u\h orEuduci CHNee These ady ssors has o direct and
mmediate access 1o me and Iy Gt thes proscines e i and address uns potential ethics
issues that arise.  1hey abse regalarhy mam me <t 1o cesare ams matier from which §have
agreed to recuse mysel under miv ctnies sprecient s directed toanather olticiad for action, |
have enclosed capios a1 The witlten Suidanios ©issted Lo cnsare this sereening s camied out.

Orver the past 19 months, Fassess s sereaniong process s ssorhed welt ane ensured an etues
review betore even the broadost Capimibny and petioy dedisions are made, ineuding those that
would not t pically impicate conthict of interes swues I applyvmg my personal experienee and
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insight 1o heip the Departnient drive pesformancy that denctits our wartighiers and taxpayors. |
will continue 10 work with DoD ethies cotnsel 1o cisute taat | she ali appropriaie steps
necessan to conpy with my ethics obiunons ad fosies an ethios mindser within the
Department.

I closing. let me reiterate iy conmionent o preventing any actiad o perveived conltlict
ol interest with my formey employer. Thank vou tor saur support ol the men ad women of the
Depanment of etense.

i
Patrck ML Shanahan
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SECRETARY OF DEFENSE
1000 DEFENSE PENTAGON
WASHINGTON. DC 20301 1000
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MEMORANDUM FOR ALL DEPARTMENT OF DEFENSE PERSONNEL
SUBJECT: f.eading with an Ethics Mindset

Congress and the Nation have placed their trust in us - trust that we wali deliver
high performance results and remam accountnie o the Amenvan people us goud sMewards
of their tax doilars. Ay we conlinue translating strategy 10to acton, we must demonstraie
our conumitment as leaders in carrying this trust forward A key component of ieadership
is reinforcing ethical behavior across the tuli spectrum ot our work and recognizing cthics
principles as the toundation upon which we make xound. 1nformed decistons.

I ask that you and vour teams reintoree this foundation at every tum. Make ethies
a natural and constant part of your evervday conversations  dennity yray areas (o prevent
future missteps  Remain o the cthicai nudfield and eke advantage of the resources at
your disposal to gain clanty  We ure accountabie for vur actions as individuals, but we
are also strongest when we work as one leam to achies ¢ resuits - ethies is no exception.

Our mindset must focus on more than just meetng nnmmum compliance standards
Expericrice bas shown thut discussions of potential o past scemanos s the most etfective
way 10 remforee a culture of values-based. ethical decision-making. | eapect semor leaders
to be personally involved 1n presenting annual ethios tramning to thewr orpunizations snd
ensuring completion of that taimng by November diith of ciach caiendar year. While Deol)
ethics counselors will participate and provide resources {or these eveats, | eapect leaders o
take inthiative in developing the content  |ead by exemple with your comautment o
ethical decision-making and conduct

am proud to serve atongside you as we drive progress along our strategic
priotitics and maintain the most jetha! - and cthicai fighting force in the wortd.

e W Shawah—

Patrick MW Shanahan
Aching
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DEPUTY SECRETARY OF DEFENSE
1010 DEFENSE PENTAGON
WASHINGTON. DC 2030t1-1070

JuL 751

MEMORANDUM FOR SFCRETARY OF 131 H] Ny

SUBH=CT: Deputy Seerctary af Detense Sovomng Arangeninis

Phis memaorandum i Lo storms vou ! e screciing amrangement | iay o anpicnmenied.
wilh the assistanes of the Desighated Avenes & thies Ctficiad (DALRO ] wy heip ensure that | do
not participate in okl maters i wineh b iove a Vnmaciin interash or a perseiitd or business
relationship. My obbigatians are seonh o the s Swsecment that B saned prior o m
conbirmiiion by the U etled Suites Netle | e Boi eeetnad o w iseT ob e st anploser

provisions o the Administatuon’s Frhics 2o

For tbe time pertods Disted. this sereciing shail cover the toliowing oreanizations and
entities:

Lhe Boeing Compans Bocu,

Gt Farave divaseed o0 forteped G ons scorc o e Hocine sioes 1L disgualined fron
participating personatly and sebstintialhy Drany o Do mater™ Uil woild have o direet and
predictable’ ellect on the Ninancial interosts of Boving, | einipate Tudl divestiture will occur no
later thim October 16, 2017 and will proviae nowsivation waen ;i no longer hold any potentilly
conflicting equity interest in Boving

Fov wo veay degomiing on Sl 12 08T o disasaited Hom pariiapattng personali
and substantialhy inany particular suter s oiving spedilie preties et s daectdy and
substantially related 1o Bocing. including revilations o coatracts, anless i receive the
appropriate winiver ol the Administeation < i s Pocdue dsecutve Order 13770 and. during

VERIALDY reters o b Dhotd Gendtal ot o I bArevion . Staghdadds 2 0 endue! CHDGS w i e dos i eitated Js i
Mol Alconae (Y5O

SATparG LI mRerT s aaeliershion, g e o st L e i et wpank the sneraal ol el sersins, or g
diserete and identliade Chiss U perenn Tie fnnn e e e BERC s 11 0 0L b v totimal PaTHES L

extend o leghvluion or Pty miehing i e Faies iy oGt s aietesis ol diserete e saent iable glaas ol

persons. 1 daes 1o, HBOWEL e Guve Cotinldet et a0 anloprste o enaed pinica opteons ees ed o thie aatgrests ol i
large an WV ZFOUR O PEOONs P et omeais modade appriseations, vontnts, sranes, s
CONMMOMVErS N O U1y
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my first year in office, the appropriate authorization from the DAEO pursvantto 5 C.F.R.
2635.502(d).*

For the duration of my service as Depury Secretary, | am disqualified from participating
personally and substantialty in any particular matter involving specific parties in which I know
the Boeing Company is a party or represents a party, unless the DAEQ first authorizes my
participation. This disqualification derives from my Ethics Agreement and my commiiment 10
ensure that participation in a matter invoiving Boeing would not cause a reasonable person 1o
question my impartiality. If I am not authorized to participate, the Secretary of Defense or his
designare shall act on the matter,

The Untversity of Washington

I held a position as a board member of the University of Washington. Uniess the DAEO
authorizes my participation, for one year beginning on July 18, 2017, I am disqualified from
perticipating in any particular matter involving the University of Washington where the
circumstances would cause a reasonable person with knowledge of the relevant facts to question
my impartiality. All such matters shall be forwarded to the DAEO. [f the DAEO determines
that the interest of the Government in my participation outweighs any appearance of a lack of
impartiality, he will make a written determination specifically authorizing my participation in the
particular matter. If 1 am not authorized 1o participate, the Secretary of Defense or his designee
shall act on the matter.

er Co ies

I am disqualified from participating personally and substantially in any particular matter
that would have a direct and predictable effect on the financial interests of the companies listed
n TAB A until | have divested my stock. [ anticipate this will oceur no later than Octobet 16,
2017, and will pravide notification when I no longer hold any potentially conflicting interest in
these companies.

None of these interests and restrictions precludes me from participating in a personal or
official capacity in any social, ceremonial, or other public affairs events that include personnel
from any of these organizations or entities. Similarly, when not taking any official action, 1 may
be allowed to attend meetings and receive information regarding these enlities,

To help ensure that I do not participate in matters relating to these entities, | have taken or
will take the following steps:

‘In addll.wn to the “particular smatters involving specific parties” described in ¥N 2, such matters shall 8iso inchude
any meeling or other communication with Bocing relating to the performance of my official duties, uniess the

Fommunimic_m applies o & particuiar matter of general applicability and participation in the meeting or other event
is open to all intercsted parties.



o [ have directed my statt o soreen ali imaeers duected 1o my attention tat mvolve olilside
entities or that teguire 1y participation. i determine ity nvolve iny ot the entilies or
organizations listed ubove,

o IWmy stafl determimes Ui any of hese anntes ar organiZalions i ar ieproesenis g party o
the matter. they will veder the nater so e DARC withour my Knesicdge ot
mvolvemeni,

« Inorder to make sare thut | 4o not iy erlenliy Paricipiie i maikers rom which §
shouid be recused. iy sld? will seck the asislanee ot the DACD it uncertam whelher or
not I may participate i matier

Dawtll revise and update s mesoranian 6 soermmied by chaneed civunistiaes,
including cianges tv my Naanciad inweresis, 1y posalel ol pusaiess relationsiips, o e nudre
of my official duties.

The DALO may issue additionai };uiduuuc an standards and procedunes te personned
implementing these sereening arratncngals.
L Mg

Attachment.
As stared

oo
Chief of St

Immediaie Ofive S’
Executive Secretan

Genersl Counsel (DA
Standards of Conduct Othiee

-



ATTACHMENT A

1 AbbVie (ABBV)

2 Accenture (ACN)

3 Alfa Laval ADR (ALFVY}

4 Allete Inc (ALE)

L3 Ashiead Group ADR (ASHTY)

6 Assa Abloy ADR (ASAZY)

7 Astrazeneca PLC (AZN)

8 Atlas Copco ADR (ATLKY)

9 Avery Dennison (AVY)

10 BAE Systems ADR (BAESY)

11 Baxter International (BAX)

12 Baver ADR (BAYRY)

13 BBA Awviation ADR (BBAVY)

14 Berkshire Hathaway Class B (BRKB)
Boeing Company (BA) (including the Boeing

15 Stock Fund)

16 BP PLC (BP)

17 CA Inc. (CA)

18 CACI Intemational (CACI)

19 Coherent (COHR)

20 Compass Group ADR (CMPGY)

21 CSL LTD ADR (CSLLY)

22 Cummins In¢c (CMD)

23 Dassault Systems ADR (DASTY)

24 Edison International (EI1X)

25 Edwards Lifesciences (EW)

26 Electronics For Imaging (EF!{)

27 Emcor (EME)

28 Emerson Electric (EMR)

9 Enersys (ENS)

30 Entergy Corp (ETR)

31 Fastenai (FAST)

32 Fresenius SE&KGAA ADR (FSNUY)

33 General Motors (GM)

34 GlaxoSmithKline {GSK)

35 Globus Medical (GMED)

16 Granite Construction (GVA)

3 Grifols SA ADR (GRFS)



38
39

4]
42
43

4
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63

65

67
68
69
70
71

73
74
75
76
77
78

Home Depot (HE)

Informa ADR (IFIPY)

Integra Lifesciences (1ART)

Intel Corp (INT(C)

International Business Machines (1BM)
Indiurn Communications (IRDM)
KDDI Corp (KDDIY)

Komatsu ADR (KMTUY)

Kom/Ferry Intl (KEY)

L3 Technologies (L1LL)

Linde AG ADR (LNEGY)

Matson (MATX)

Medtronic (MDT)

Mercury Systems (MRCY)

Merit Medical (MMS!)

Microsemi (MSCC)

Mitsui & Co ADR (MITSY)

Morgan Stanley (MS)

Mortorola Solutions (MSI)

Nestle SA ADR (NSRGY)

Novartis AG (NVS)

Omnicell (OMCL)

Orbmal ATK (OA)

Park24 Company LTD ADR (PKCOY)
Pfizer (PFE)

POSCQO (PKX)

Procter & Gamble (PG}

Quaicomm Incorporated (QCOM)
Roche Holdings (RHHVF)

Reche Holdings Limited ADR (RHHBY)
Royal Dutch Shell (RDS/A)
Royal Dutch Shelf ADR (RDSA)
SAP SE (SAP)

Shire ADR (SHPG)

Sinclair Broadcast (SBGI}

SK Telecom LTD (SKM)
Sonova Holdings ADR (SONVY)
Sony Corporation {SNE)
Stamps.com (STMP)

Sysco (S8YY)

Sysmex ADR (SSMXY)

ta



79
80
81
82
83

85
86
87

Total SA (TOT)

Total Systemn Services (TSS)
Tyson Foods (TSN)

United Rentals (URI)

Valero Energy (VLO)

Verisk Analytics (VRSK}
Wolters Kiluwer ADR (WTKWY)
Wolverine Worldwide (WWW)
WPP PLC ADR (WPPGY)



SECRETARY OF DEFENSE
1000 DEFENSE PENTAGON
WASHINGTON, DC 203Q1-1000

MEMORANDUM FOR DESIGNA T SUTNUNY DTS ORLICTA,
SUBIECT: DPDATED SCREFENING ARRANGE NN

This memorandann o o o v el the sereeming wrrangement | s e updated wid
mmplemented. with (he assistancy o5 the SManduras of Conduel OFfce, o icip ensure 1hat | do not
PArtCIpale i particilar matters v owhicn | s e fngucab interest o d persanal o business
relaiionship My obligwtions wre set Forth i the Fibics Agivemient i byigned prior o o
conlirmatton as Depiny Secresuny ot Defense by the aited Stites Senate. ive aal reveived a
walver af e fomier employer prosisions of the Adennisteanion’s Fthiees Plegpe. 1 hese updated
ATANLCMCNLN are crtecive ummediaten anad supersede s dacce fuly 23 7017

ETHICS AGREFMENT ORLIGATIONS

o twa vears ey i s 25 200 b a disguaiad moik fataipating personally
and substanhially weany pacticatsr ianies valvie speciine parbies i os direetly and
substuntialiy related 1o e Bocmy Companty cBogirs L neciidany regueations and contracls,
unfess | recen e the approprass wines e i A steman ~ bthies Pledee 1 secative Order
13776 “

i the diorateent of sy verviee on Depen soeeesert, e disgualilied irom perticipaiing
peesonally and subsiantrdiy inaey particiias nunie avon e spectlic piries uewiiel L kiow
the Boving Company is a party oF repsesanls oo parls, wiiness Do Desigiated Apeney bl
Official (IDALOF first auiharizes my parteyution s Dsqualitication deenes from my 1thics
Agrecment aid iny Camnuimnent o ensuee thal partcipabion s matter mvelying Boewng would
HOL viuse o reasonable person to gueston s ipartiling. L an sotnchonzed o partivipoic.
another senion Pefense officist shall act on the mae.

CA TPATEC LI s s e D ab o, Geiantn, o B e B b Bt e insie s os s by PRIt o
diserete and nheniahiy chiss ol aersens Tha bet s i de stagens bl do nel v ve Farmal parties and ndy

eNbend 1o lewsiation or Py mahang Bl boross s Teciseit o et e s s e e v patbele Ghaas ol

persens 11 dus il Howeyer, Cos e Comsn i e O ol pubioy antiuty coreried W ahie s o i
targe and divesse giuip 08 paisons N imarsy e e st ol il brodd Duduen dind slialegy Gisclssions
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None of these imterests aad restricions preciudes tie om participanng oo personit or
official capaciy in any socid. coremuning, or other prebie adrs events b sciude personoel
from Boving. Shmlurly s switen potiaking s offical aotion, bmas e wlowed tooaitend
MEetings and reveiy o normton reeanding s comman

SCREENING ARRANGEMENY

Fo help ensure that | oo eot pariicipale (o mlatens relatig to these ceithes Tam fukng

the [oilowing sicps

o Tany erebs directing my Cluet of Sl aecaive Searctary, Mibitaey Assistants, and
sther desigmed Admimrarane Wsasins feosoreer s matter s dieated oo
BLERHON that ey e auleaie ety on Uik reguire my parbicipabion. bo delerinine i
v mveie Bl

o iTany sereencr detemunes that Boving s or ieprescitts i party to 1he ol he an s
will reter the matter. without my koowtedue of mvolvement, o an appropriaw
aiternige senr Delense witiesd s scton or asstanment, [ the adiernate oiticid
Selieves I P hanaian gy patiioae mailen S napariant, e oeor she wih conta
ol v the PYoid Shandurd on O cndue OFee oSOCT o determime witether £ oy be
MEROrGd L0 PUrLIGIPE e sk e sieress o he o e baitest ey i ipabion

QWL ANY DL

* lrorder woomubhe sure thar i dooned b entenily partiepate nmeiers rone woiehol
Aouid be receseds T aireetmy cien ol my sereeners ooseck e aesistanee o

NOCEY  Be o shie s uneerain A Dl or D inad St onube 1t i e

I consuitation wtle SO, Tl revine o nodaie T memsranzans U s arranied b
changed crrcimstances, schiding Changes in o i, GHERes i, IS Persoiial o Bustiss
relationships, vn the nature oy oflicn didtes

(e DAFO and SOCO mas issee additienal puicanies v standands and procedures 2
persunnet IMPICICInG s SOcing aipheciienl
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January 31, 2019

The Hornorable Patrick Shanahan
Acting Secretary of Defense
1000 Defense Pentagon
Washington, DC 203011000

Dear Acting Secretary Shanahan:

t write regarding the potential conflicts of interest vou face between your cutrent position as
Acting Secretary of Defense and your long pre-DOID carcer as a senior exccutive at Boving.
When you were named as Acting Secretary you reaffirmed your recusal from participating
“personally and substantially™ in decisions reparding Boeing “tor the duration of [your] service™
at DOD.2 I commend you for this step. which went bevond the Jegal requirements of a two-year
recusal,

But [ remain concerned by reports that your “private remuarks ... boosting ... Boeing ....[have]
fucl[ed) questions about whether [vou] harbor an unfair bias,” and that you have been ““praising
Boeing and trashing competitors ... during internal meetings.™ These reports illustrate that even
if you are following the letter of the conflict-oi-interest requirements, vour decades of work for
Boeing might be influencing - either intentionally or unintentionalty — vour behavior toward the
company and its competitors, and other emplovees at the Department that arc responsihle for
contracting decisions that involve Boeing. In short. | am concerned that these reports indicate
that your inherent real or perceived conflicts of interest may not have been satisfactorily
resolved.

You have been appointed to a position that demands ethical behavior of the highest order. Given
your decades of employment with Boeing, and the guestions raised by these recent public
reports, | asK that you take additional actions beyond those presently described in your ethics

pledge.
1 therefore ask that you:

(1) Respond to the allegations described above indicating that your stalcments to or in front
of DOD stafl may have presented the appearance ot a conflict of interest.

1
hitps:/fextapps2.oge.gov/20 1 /Presiden.nsffPAS+ Index DRCRYB A | AITOECQ85258 | 3C0026F93 | /$FILE/Shanahan,
Ya20Patrick%20%:20fnalEA.pdf -

% hups:/fihehill. com/policy/defenses4 23535 -acting~lefense-chief-recuses-himseH-from-manters-involving-boeing

? Politico, “New Pentagon chief under scrutiny over perceived Boeing hias.” Eliana johnson and David Brown,
January 9, 2019, https:/fwww.politico.com/storv/20 19401 /094l etonse-patrick-shanahan-boeing-pemiagon- 1064203
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(2} Clearly convey to DOD staff that you will not unfairly favor your former employer, and
that you Likewise expect them to follow all applicable rules and gmdelines.

(3) Consult with appropriate ethics and contracting officials and determine if there are
additional steps that you can take to address potential conflicts of interest.

(4) Provide me with & list of all additional steps you will be taking to address your real or
perceived conflicts of interest.

1 look forward to your response and to working with you during your tenure.

Sincerely,

Eli Warren
United Sates Senator
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Acting Defense chief recuses himself from matters involving Boeing | TheHill

Page 1 of 3

Acting Defense chief recuses hi
from matters involving Boeing

BY ELLEN MITCHELL - D1702/1% 02:08 PM EZT

39 SHARES

Acting Defense Secretary Patrick Shanahan will nat be invelved with any
Pentagon matters dealing with Boeing. where the former deputy Defense
secretary worked for 31 years, according to a Pentagon official.

“Under his Ethics Agreement, Mr. Shanahan has recused himself for the

duration of his senvice in the Departmant of Defense from padticipating in
matters in which the Boeing Company 15 a party.” according to Shanahan
spokesman 4. Col. Joe Buccing,

The statement added that Shanahan's priarities are continuing to “focus on
implementation of the National Defense Strategy.”

President Trump in tate Decernber named Shanahan, then the deputy Qefense
secretary. as the acting Pentagon chief for the start of 2019 after Defense
Secretary James Mattis resigned. largely over the president's dacision to pull
U.3. treops from Syria.

A former Boeing executive with less than two years of governmant experience,
Shanahan was confirmed as the Pentagan's Ne. 2 civiitan in July 2017,

Shanahan's 31-year career at Boeing included gverseeing its rotorcraft
program, which supplied the U.S. military with Apache and Chincok helicopters,
and helping build the V-22 Qsprey tittrotor.

He also led Boeing's missile defense program starting :n 2004, gong on io
oversee Boeing's commercial airplane programs. and eventuaily serving as
senior vice president for supply chain and operatans before leaving for the
Pentagoen.

During the confirmation process for deputy secretary Shanahan pledged io “not
participate personally and substantially” in matters invalving Boeing if confirmed.

But news reports have surfaced in the past month that question whethar
Shanahan has kept himself out of Boeing matters completely,

Bioomberg reported in December that a Pentagon plan to request $1.2 billion for
12 Boeing F-15X fighter jets included some “prodding” from Shananan.

TAGE PATRICK AHANAHAN JAMES MATTIA DOMALD TRUMP

https://thehill.com/policy/defense/d235350actingldefenselchieflrecusesOhimselflfrom{00C

2019
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Acting Defense Secretary Patrick Shanahan, who spent 31 years at Boeing, has signed an ethics agreement recusing him from weighing
in on matters involving the mammoth defense contractor. | Pierre Verdy/AF PiGetty Images

DEFEMSE

New Pentagon chief under scrutiny over perceived Bosing bias

Concerns about Patrick Shanahan's Boeing ties have re-emerged since President Donald Trump said he may be
running the Pentagon ‘for a long time.’

By ELIANA JOHNSON and DAVID BROWN | 01/09/2019 05.02 AM EST

https://www.palitico.com/story/2019/01/09/de fensellpatrickllshanahanlboeingOpentagonCO0] e 19



New Pentagon chief under scrutiny over perceived Boeing bias ] POLITICO Page 2 of 6

Acting Defense Secretary Patrick Shanahan's private remarks during his 18 months at the Pentagon have spurred
accusations that he is boosting his former employer Boeing, people who have witnessed the exchanges told POLITICO
— fueling questions about whether he harbors an unfair bias against other big military contractors.

Shanahan, who spent 31 years at Boeing before joining the Pentagon in mid-2017, has signed an ethics agreement
recusing him from weighing in on matters involving the mammoth defense contractor. But that hasn’t stopped him
from praising Boeing and trashing competitors such as Lockheed Martin during internal meetings, twa former
government officials who have heard him make the accusations told POLITICO.

The remarks raise questions among ethics experts about whether Shanahan, intentionally or not, is putting his finger
on the scale when it comes to Pentagon priorities. They alsc call new attention to a recent decision by the Pentagon to
request new Boeing fighters that the Air Force has said it does not want — a request that Bloomberg has reported came
after "prodding” from Shanahan,

Concerns about Shanahan’s ties to his former employer first surfaced during his confirmation hearing to be deputy
secretary, but they have re-emerged since President Donald Trump said last month he may be running the Pentagon
“for a long time."

Mmmmmwmmm&m&udmmdm
Poglightnr jet, which is expected to cost thore than $: trillion over the life of the program, aocording to one of the two
soupsiny; & former senior Defense Department official who was present.

Seswmisan, this official said, called the plane “f—ed up® and argued that Lockheed -- which edged ut Boeing to win the
cosspatibion to build the plage in October 2001 — “doesn’t know how to Tun a program.”

By sigruned up yeu spree 1o raceys sl ninwdatiers o akts from PCLUTICO Yoy can unsubecnbs al ary lee.

WRBed gove to Bosing, it world be done much better,” Shanaban said, aceording to the foriner afficial.

SollwRemtagon's No. 2, Shanshan repeatedly "dumped” on the F-a5 in meetings, calling the progtam “vasustainable,”
sl diamsmred Lockheed Martin's CEO, Marillyn Hewsen, according to the second source, 2 former Trumyp
eolnduigtsation official. “The cost, the out-years, it's just too expensive, we're not gonna be sble to mustain it," this

The former Trump official said Shanahan "kind of went off" about the F-15 at a retreat for Republican lawmakers last

year at the Greenbrier resort in West Virginia. This angered several members of the delegation who had home-district
interests in the ¥-35 program, the former official said,

"N wmdd complain about Lockheed's timing and their inability to deliver, and from & Boeing paint of view, say things
Whe, 'Wawould never do that,™ this former official said.

Shanahan is the first Pentagon chief 1o come purely from the private sector since the 1950s and has virtually no
governinent or policy experience. He became the acting Defense secretary Jan, 1, following former Seeretary Jim
Mattis’ resignation over Trump'’s abrupt decision to pull U.S. troops from Syria and begin drawing down from
Afghanistan. He has signed an ethics agreement barring him from weighing in on any matters involving his former
employer, the Pentagon's fifth-largest contracter in 2017.
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Shanahan’s experience at Boeing is “his only reference point,” the former Trump administration official said. "He
doesn't have a lot of other experiences to draw on. He owns it in a powerful way because he doesn’t have the military
experience, he doesn't have the experience in government. So when he talks about those things, he's very forceful

His remarks about the F-35 stand in stark contrast to those of the president, who regularly praises the stealth fighter
despite initially slamming its high costs.

The F-35 program, while experiencing 2 number of setbacks, technical delays and groundings throughout the vears, is
generally considered to be on the mend. The Air Force and Marine Corps variants have been declared ready to deploy,
and the Navy version is expected to reach that point as early as next month. And unit costs have come down for all
three variants as the plane matures.

Trump has praised Shanahan's ability to cut costs, calling him a “great buyer.” He is now among the candidates the
president is considering as a permanent replacement for Mattis.

Asked for comment, Shanahan’s office released a statement saying he is committed to his agreement te stay out of
matters involving Boeing.

“Under his ethics agreement, Mr. Shanahan has recused himself for the duration of his service in the Department of
Defense from participating personally and substantially in matters in which the Boeing Company is a party,” his office
said.

Shanahan’s critics are misreading his comments, according to two currently serving officials, who requested ancnymity
to speak about internal discussions. While Shanahan regularly recounts his experience working on majer programs at
Boeing, they say, he has not said the company should have won the F-35 contract.

“He's nol talking about Boeing right now, be's really speaking more to his experience, his leadership. His insight is,
T've seen this, I've done it,”” one Defense Department official said.

A second source, a senior government official who has been in the bulk of the meetings involving the F-15, says
Shanahan is no Boeing booster.

"1 don't believe that's the case at all. I think he's agnostic toward Boeing at best. Tthink he's extremely confident about
his capability relative 1o sourcing and working with contractors,” this official said, “There might be overconfidence
there in terms of hew his cominercial experience translates to defense programs. But 1 don't think there's any intent to
have Boeing favored in the building.”

But as Pentagon chiefs go, Shanahan is an outlier. For the past 60 years, Defense secretaries have come to the job with
a mixture of military, public service, engineering and business experience,

Two of former President Dwight D. Eisenhower’s Defense secretaries had only business experience when they were
sworn in. Charles Wilson was prestdent of General Motors when he was nominated, and Neil McElroy was president of
Procter & Gamble, although he did serve for a brief time as chairman of the White House Conference on Education.

The late Senate Armed Services Chairman John McCain (R-Ariz,} was among those expressing qualms about
Shanahan's ties to Boeing during his confirmation hearing to be deputy secretary in June 2017, "I am concerned that
9o percent of defense spending is in the hands of five corporations, of which you represent one,” McCain told
Shanahan. "l have to have confidence that the fox is not gonna to be put back into the hen house.”
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Mandy Smithberger, director of the military reform program at the Project on Government Oversight's Center for
Defense Information, said Shanahan's comments could raise guestions about his ability to give an unbiased view of

programs.

“It’s reasonable that people would question whether he is making these comments based on actual policies and
performance versus biases and conflicts that he might have from his former employer,” she said.

Asked whether a deputy Defense secretary could feasibly recuse himself from Boeing-related matters, Smithberger said
it would be "pretty close to impossible.”

Though Shanahan has a subordinate who screens matters that come to him in order to prevent him from considering
Boeing-related matters, government officials frequently interpret the law narrowly, Smithberger said. “They'll ask, 'Is
Boeing an entity competing for a program?' rather than, ‘This policy decision, could it be profitable to Boeing or benefit
them in another way? That's why, when people have this deep of a conflict, we wonder if they can really occupy this
kind of a position.”

Shanahan's ties to Boeing came under renewed scrutiny in December, when Bloomberg reported that Shanahan had
urged the Air Force to add $1.2 billion to its fiscal 2020 budget to purchase 12 Boeing F-15X fighters.

Military experts seemed baffled by the F-15X decision, arguing that the jet, because it lacks the F-35's stealth capability,
is ineffective against enemies like Russia and China, which have sophisticated air defense technologies,

“They simply lack the survivability to fly into harm's way and make it home against the military equipment that's built
by China and Russia — identified as the two pre-eminent threats in our national security strategy,” retired Lt. Gen.
Dave Deptula, the dean of the Mitchel! Institute for Aerospace Studies, told POLITICO.

Air Foree leaders have said publicly they are not interested in purchasing more F-15s, raising questions about the
Pentagon's request to purchase the planes now.

In September, Air Force Secretary Heather Wilson told Defense News that the service needs to spend its money on
stealthy, fifth-generation F-355 — and that buying even an advanced fourth-generation fighter such as the F-15X, which
isa't as stealthy, was not in the cards.

“This is a real head-scratcher for me,” retired Air Force Col. J.V. Venable, a senior research fellow with The Heritage
Foundation, told POLITICO. “1 don't like the decision, [ don't think we should invest any more in fourth-generation
platforms.”

Lockheed did not respond to a request for comment. In a statement, Boeing said it “adheres to and respects Secretary
Shanahan’s decision to recuse himself from Company matters. We have not spoken to Sec. Shanahan regarding Boeing
programs during his entire Pentagon tenure.”

A Boeing official said the company views having one of its former senior executives at the top of the Pentagon as a
complicating factor, not as an advantage. “We couldn't talk to the DepSec and now we can't talk to the acting secretary
about our programs,” the official said. “That’s a disadvantage to Boeing that other companies don’t have to deal with.”

At Boeing, Shanahan was involved with the 700-series jetliners, some of the world's most popular commercial aircraft,
and played a key role in getting the troubled 787 Dreamliner program back on track.
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He oversaw military programs as well, and was vice president and general manager of Boeing Missile Defense Systemns
and Boeing Rotorcraft Systems. There, he was involved with ballistic-missile defense and laser systems, and the
Apache, Chinook and Osprey military helicopter programs.

Dan Grazier, a military expert with the Project on Government Oversight, said that even if Shanahan isn't viclating his
ethics agreement, he risks coloring the decisions of underlings if he draws too heavily on specific Boeing experience,

“You get into a gray area if he's saying these things in front of what can only now be subordinates talking about these
types of matters,” Grazier said. "There can be some undue influence issues with that.”

Grazier, a critic of the revolving door between industry and government agencies, said he's reserving judgment on
Shanahan until he sees him in action as secretary.

He said people with industry experience have a checkered past when they take on senior Defense Depariment
positions,

He said his concern is less with senior government officials enriching themselves in their current jobs and more with
decisions that could make them rich later.

“In general, the concern with revolving-door issues is not so much what they could potentially do, or what they could
get right now,” Grazier said. “It's how they could be compensaled later on. He won't be in this positien at the Pentagon
forever.”
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