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Boeing’s call for h

Contract pursued
even after scandal

R

The phone rang in the Pentagon officeof |

Air Force Assistant Secretary Marvin Sam-
bur about the same time the story of Boe-
ings ethics scandal hit news wires two
Monday mornings ago.

The caller was Jim Albaugh, chief of Boe-
ing's defense and space unit, who told
Sambur that his compal;y had fired its
chief financial officer and another exec-
utive — who had been a high-ranking Air
Force procurement official in 2002 — for
ethical misconduct. The circumstances
were related to a pending $18 billion con-
tract to slégply the Air Force with modified
Boeing 767 tankers, used to refuel fighter
jets in midair.

Albaugh's gesture was more than a
courtesy call to the Air Forces top civilian
official for acquisitions. He also’ wanted
Sambur’s help m closing the deal.

Sambur did help, but his and Boeing’s ef-
forts in the days after Albaughs call have
raised new questions about the close ties
between the Air Force and one of the na-
tion's top defense contractors. Friday, Sen.
John McCain, R-Ariz., who derided the
g;%ﬁ:al $21 billion tanker deal as a Boeing

t, accused the Air Force of secretly
trying to undercut Congress’ scaled-down

compromise plan.

It astonishing,” McCain says. “Even in
light of serious a jons, they continued
to push to railroad the deal through, and
they still are.”

Boeing’s contracting scandal led to CEQ
Phil Condit's resignation last week, and the
fallout isn't over. With the Pentagons in-
spector general now reviewing all of Boe-
ing$ dealings with the Defense Depart-
ment and new Senate hearings on the
tanker plan set for February, Boeing may
face a long wait before it sees revenue
from the contract.

The future of its 767 model and thou-
sands of jobs dedicated to building it all

]

depend on the outcome.

cording to Sambur, that was on Al-

baughs mind the day he called for help-

gettg the contract wrapped up.

On %lov. 24, the same mom?ng Boe
fired two executives, President Bus
signed a $400 billion defense spendi
al the Air Force to lease 20 of the
767s this fiscal year and buy 80 more ater.

Sambur says Albaugh wanted the Air
Force to sign a contract quickly so Boeing
could begm building the wing of the first
tanker Dec. 12. Airfine orders for the 767
had dried up, and Boeing needed the Air
Force deal to keep production goiny

Albaugh, who confirmed his call but de-
clined to discuss specifics, that day told
Sambur that Boeing faced “tough deci-
sions” about the 767, Sambur recalis.

Months ago, Boeing had decided to
phase out the 757 mode} because of de-
clining orders. Sambur says Albaugh told
him the company soon would have to
make a decision on the 767: “Do they con-
tinue working? Do they stop production?”

Sambur, who had championed the orig-
inal Boeing tanker deal, sprang into action.

elp from Air Forc

in production: Crane operators lowered the wing and center of a

bill.

The ing of Nov. 25 and most of the
next day, bur and Defense Depart-
ment colleagues worked their e-mai, try-
ing to win support for an immediate con-
tract even though Defense Secretary
Donald Rumsfeld had told reporters
No\xnzlgnthe de?l! needegmshﬁlrthef revi;w.

a colleague t up Rums-
felds mandate, Sambur suggested signing
a contract after a two-week “pause.”
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g degl was driying the peed”

amb y's job. “The
law was written. The law was signed. We
were acting on the law,” he sags

But when word of Sambur's efforts
reached McCain, the senator was furious.
While hashing out the compromise in

early November, McCain said, he had lio

asked Pentagon officials several times to
supply him with contract wording they in-
tended to use to implement the tanker
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Boeing 767 tanker.in May.
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compromise, but he was atedly re-
mpro repe

The original proposal to lease 100 tank-
ers for $21 billion had become mired in
criticism that it was too expensive. Leasing
just 20 tankers. would save taxpayers

3 biltion to $5 billion.

McCain says it became clear to him in
early N r that Deputy Defense Sec-
retary Paul Wolfowitz some House
m rs wanted to give the Air Force lee-
%ay to sign a contract to lease 100 jets, not

The catch: {ust before delivery on jets
No. 21 to No. 100, the Air Force would ex-
ercise an optiori to buy them, meeting the
Jetter, but not the spirit, of the compro-

mise, ‘

In what McCain describes as an “Enron-
esque arrangement,” the government
would pay upfront leasing expenses on 80

jets it was required by law to buy, and sav-
ings would top out at $2 billion, not $5 bil-

n.
The firing of Boeing CFO Mike Sears and
military contracts manager Darleen Druy-
un, announced Nov. 24, seemed to con-

e raises more questions

firm the worst suspicions of the -
nents of the tanker deal. Before jt;mg
Boeing in late 2002, Druyun had been an
Air Force procurement specialist under
Sambur and a chief architect of the tanker
lease deal.

Boeil? said an internal investigation re-
vealed Sears violated company policy by
olferlnﬁ Druyun a job before she had re-
cused herself from Boeing-related negoti-
ations. Sears and Druyun had tried to con-
ceal their actions, Boeing said.

The timing of the dismissals was driven
by Boeing desire to do the right thing,
says Boeing spokesman John Dern. “Once
we felt like we had the facts verified and
well established, we weren't going to
wait,” he says.

Nov. 25, the day after the firings, Boe-
ing’s board of directors accepted Condit's
resignation and began laying plans to an-
nounce his departure after Thanksgiving
weekend. Nov. 28, the day after Thanks-

iving, McCain and Sen. Peter Fitzgerald,
-1, wrote to Rumsfeld charging that it
would be “irresponsible” to sign a contract

with Boeing without a full rev
McCain and Fitzgerald sent Rumsfeld
more evidence, Druyun advanced

Boeing’s interests "to the detriment of our
military needs and the interests of taxpay-
ers”

In one Oct. 12, 2001, e-mail provided by
McCains office, a senior Boeing executive
advised Sears that “Darleen will make the
actual contract favorable and is willing to
go to the financial market with us to stress
the low risk in such a lease with the USAF.|
think we should support her plan.” And a
June 17, 2002, e-mail described Druyun's
“covert operation” to direct more funding
sources to the lease plan.

Samt:lu;gays gll;y dra,l} contract t::s
change stantially in the year since his
former subordinate Druyun left to join
Boeing. “Theres nothing left that has her
finger| onit,” he says.

aul Nisbet, aerospace indus't‘?' analyst
at JSA Research, believes Condit might
have kept his job if the Air Force produced
a signed contract over Thanksgivin
weekend. “If it had come through, [ thi
he'd still be there,” he says.



