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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One)

X QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended September 30, 2009

OR

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission file number 1-442

THE BOEING COMPANY

(Exact name of registrant as specified in its charter)

91-0425694
(LR.S. Employer Identification No.)

Delaware
(State or other jurisdiction of

incorporation or organization)

100 N. Riverside, Chicago, IL 60606-1596

(Address of principal executive offices, including zip code)

(312) 544-2000

(Registrant s telephone number, including area code)
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(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes x No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files). Yes x No ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of large accelerated filer, accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act.

Large accelerated filer x Accelerated filer
Non-accelerated filer (Do not check if a smaller reporting company) Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes " No x

As of October 16, 2009, there were 726,599,064 shares of common stock, $5.00 par value, issued and outstanding.

(This number includes 29 million outstanding shares held by the ShareValue Trust which are not eligible to vote.)
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Part 1. Financial Information
Item 1. Financial Statements

The Boeing Company and Subsidiaries

Condensed Consolidated Statements of Operations

(Unaudited)

Nine months ended
(Dollars in millions, except per share data) September 30

2009 2008
Sales of products $ 42,098 $ 40,393
Sales of services 8,246 7,852
Total revenues 50,344 48,245
Cost of products (35,432) (32,736)
Cost of services (6,468) (6,179)
Boeing Capital Corporation interest expense (132) (173)
Total costs and expenses (42,032) (39,088)

8,312 9,157
Income from operating investments, net 186 195
General and administrative expense (2,584) (2,350)
Research and development expense, net (5,504) (2,811)
(Loss)/gain on dispositions, net @) 2
Earnings/(loss) from operations 403 4,193
Other income/(loss), net 7 257
Interest and debt expense (229) (145)
Earnings/(loss) before income taxes 181 4,305
Income tax (expense)/benefit (129) (1,565)
Net earnings/(loss) from continuing operations 52 2,740
Net (loss)/gain on disposal of discontinued operations, net of taxes of
$5, ($10), $2 and ($6) (6)) 18
Net earnings/(loss) $ 44 $ 2,758
Basic earnings/(loss) per share from continuing operations $ 0.08 $ 3.78
Net (loss)/gain on disposal of discontinued operations, net of taxes (0.01) 0.02
Basic earnings/(loss) per share $ 007 $ 3.80
Diluted earnings/(loss) per share from continuing operations $ 0.07 $ 3.74
Net (loss)/gain on disposal of discontinued operations, net of taxes (0.01) 0.02
Diluted earnings/(loss) per share $ 0.06 $ 3.76

Table of Contents

Three months ended

September 30
2009 2008
$ 13,967 12,407
2,721 2,886
16,688 15,293
(12,273) (10,311)
(2,165) (2,176)
42) (54)
(14,480) (12,541)
2,208 2,752
84 72
(868) (740)
3,574) (937)
@
(2,151) 1,147
()] 55
92) 49)
(2,247) 1,153
687 (470)
(1,560) 683
4 12
$ (1,564) 695
$ (22 0.95
(0.01) 0.02
$ (2.23) 0.97
$ @22 0.94
(0.01) 0.02
$ (2.23) 0.96
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Cash dividends paid per share $ 1.26 $ 1.20 $ 042 $ 0.40
Weighted average diluted shares (millions) 708.1 734.2 701.3 721.9

See Notes to Condensed Consolidated Financial Statements.
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The Boeing Company and Subsidiaries

Condensed Consolidated Statements of Financial Position

(Unaudited)

(Dollars in millions, except per share data)
Assets

Cash and cash equivalents

Short-term investments

Accounts receivable, net

Current portion of customer financing, net
Deferred income taxes

Inventories, net of advances and progress billings

Total current assets

Customer financing, net

Property, plant and equipment, net of accumulated depreciation of $12,742 and $12,280
Goodwill

Other acquired intangibles, net

Deferred income taxes

Investments

Pension plan assets, net

Other assets, net of accumulated amortization of $511 and $400

Total assets

Liabilities and shareholders equity

Accounts payable

Other accrued liabilities

Advances and billings in excess of related costs
Income taxes payable

Short-term debt and current portion of long-term debt

Total current liabilities

Accrued retiree health care

Accrued pension plan liability, net

Non-current income taxes payable

Other long-term liabilities

Long-term debt

Shareholders equity:

Common shares, par value $5.00 1,200,000,000 shares authorized; shares issued
1,012,261,159 and 1,012,261,159 shares

Additional paid-in capital

Treasury shares, at cost 285,761,457 and 285,661,944 shares
Retained earnings

Accumulated other comprehensive loss

ShareValue Trust shares 29,338,820 and 28,460,769

Total Boeing shareholders equity
Noncontrolling interest

Total shareholders equity

Table of Contents

September 30
2009

$ 6,095
351

6,718

341

741

15,981

30,227
5,923
8,912
4,293
2,920
3,835
1,120

20
1,417

$ 58,667

$ 7,053
12,217

11,792

14

973

32,049
7,344
8,553

998
535
10,065

5,061

3,956
(17,733)

22,104
(12,821)
(1,595)

(1,028)
151

877)

December 31
2008

$ 3,268
11

5,602

425

1,046

15,612

25,964
5,857
8,762
3,647
2,685
4,114
1,328

16
1,406

$ 53,779

$ 5,871
11,564
12,737

41
560

30,773
7,322
8,383
1,154

337
6,952

5,061

3,456
(17,758)

22,675
(13,525)
(1,203)

(1,294)
152

(1,142)

7
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Total liabilities and shareholders equity $ 58,667 $ 53,779

See Notes to Condensed Consolidated Financial Statements.
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The Boeing Company and Subsidiaries

Condensed Consolidated Statements of Cash Flows

(Dollars in millions)

Cash flows operating activities:
Net earnings

(Unaudited)

Adjustments to reconcile net earnings to net cash provided by operating activities:

Non-cash items

Share-based plans expense

Depreciation

Amortization of other acquired intangibles
Amortization of debt discount/premium and issuance costs
Investment/asset impairment charges, net
Customer financing valuation provision
Loss/(gain) on disposal of discontinued operations
Loss/(gain) on dispositions, net

Other charges and credits, net

Excess tax benefits from share-based payment arrangements
Changes in assets and liabilities

Accounts receivable

Inventories, net of advances and progress billings
Accounts payable

Other accrued liabilities

Advances and billings in excess of related costs
Income taxes receivable, payable and deferred
Other long-term liabilities

Pension and other postretirement plans

Customer financing, net

Other

Net cash provided by operating activities

Cash flows investing activities:
Property, plant and equipment additions
Property, plant and equipment reductions
Acquisitions, net of cash acquired
Contributions to investments

Proceeds from investments

Payments on Sea Launch guarantees
Purchase of distribution rights

Net cash (used)/provided by investing activities

Cash flows financing activities:

New borrowings

Debt repayments

Repayments of distribution rights financing

Stock options exercised, other

Excess tax benefits from share-based payment arrangements

Table of Contents

Nine months ended

September 30
2009 2008
44 $ 2,758
180 159
1,047 952
152 122
7 8
66 21
31 73
13 (28)
7 2)
170 83
&) (100)
(818) (145)
(582) (1,670)
1,169 742
1,091 (570)
961) (2,061)
133 733
3) (157)
819 (159)
(204) 628
35 (147)
2,391 1,240
(965) (1,229)
25 16
(639) (490)
(728) (6,372)
606 8,399
(448)
(151)
(2,149) 173
3,772 5
(256) (616)
(210)
8 43
5 100
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Employee taxes on certain share-based payment arrangements
Common shares repurchased
Dividends paid

Net cash provided/(used) by financing activities
Effect of exchange rate changes on cash and cash equivalents

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of period

Non-cash investing and financing activities:
Purchase of distribution rights

See Notes to Condensed Consolidated Financial Statements.
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(19)

(50)

915)
2,545
40

2,827
3,268

$ 6,095

$ 316

(81)
(2,583)
(901)

(4,243)
(26)

(2,856)
7,042
$ 4,186

$ 170

10
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The Boeing Company and Subsidiaries

Condensed Consolidated Statement of Shareholders Equity

Additional
Paid-In
Capital

$ 4757

Common
Stock
$ 5,061

(Dollars in millions, except per
share data)
Balance January 1, 2008

Net earnings

Unrealized loss on derivative instruments,
net of tax of $93

Unrealized loss on certain investments, net
of tax of $61

Reclassification adjustment for losses
realized in net earnings, net of tax of $(2)
Currency translation adjustment
Postretirement liability adjustment, net of
tax of $(4,883)

Comprehensive expense

Share-based compensation and related

dividend equivalents 243
ShareValue Trust activity (1,540)
Excess tax pools 99
Treasury shares issued for stock options

exercised, net )
Treasury shares issued for other share-based
plans, net

Treasury shares repurchased

Treasury shares transfer

Cash dividends declared ($1.62 per share)
Postretirement transition amount, net of tax
of $50

Increase in noncontrolling interest

(C2))

Balance December 31, 2008 $5061 $ 3,456

Net earnings

Unrealized gain on derivative
instruments, net of tax of ($82)
Unrealized gain on certain investments,
net of tax of ($20)

Reclassification adjustment for losses
realized in net earnings, net of tax of $(9)
Currency translation adjustment
Postretirement liability adjustment, net of
tax of $(234)

Comprehensive income

Share-based compensation and related
dividend equivalents 184
ShareValue Trust activity 392

Table of Contents

(Unaudited)

Boeing shareholders

Treasury  ShareValue
Stock Trust
($14.842)  ($ 2,752)
1,452
53
65
(2,937)
©7) 97

($17,758) ($ 1,203)

(392)

Accumulated

Other

Retained Comprehensive

Earnings Loss

$ 21,376 (6 4,596)
2,672

(159)

(121)

4

(180)

(8,565)
(®)
(1,187)

(178) 92

$ 22,675 $ 13,525)
44

144

32

14

147

367

Non-
controlling
Interest

$ 74

Total
$ 9,078

(2) 2,670
(159)

(121)

(180)

(8,565)

(6,351)

235
(88)
99
44

29
(2,937)

(1,187)

(86)
80 80

$ 152 ($ 1,142)

1) 43
144
32

14
147

367

747

184

11



Excess tax pools

Treasury shares issued for stock options
exercised, net

Treasury shares issued for other
share-based plans, net

Treasury shares repurchased

Dividends related to share-based plans
payout

Cash dividends declared ($0.84 per share)

Balance September 30, 2009
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(6]
) 13
(71) 62
(50)
5
(610)

$5061 $ 3956 ($17,733) ($ 1,595  $ 22,104

See Notes to Condensed Consolidated Financial Statements.
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(&)

12,821)

$

151

(6]
9

(&)
(50)

5
(610)

$ 877
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(Dollars in millions)

Revenues:

Commercial Airplanes
Integrated Defense Systems:
Boeing Military Aircraft
Network and Space Systems
Global Services and Support

Total Integrated Defense Systems
Boeing Capital Corporation

Other segment

Unallocated items and eliminations

Total revenues

Earnings/(loss) from operations:
Commercial Airplanes
Integrated Defense Systems:
Boeing Military Aircraft
Network and Space Systems
Global Services and Support

Total Integrated Defense Systems
Boeing Capital Corporation

Other segment

Unallocated items and eliminations

Earnings/(loss) from operations
Other income/(loss), net
Interest and debt expense

Earnings/(loss) before income taxes

Income tax (expense)/benefit

The Boeing Company and Subsidiaries

Notes to Condensed Consolidated Financial Statements

Summary of Business Segment Data

(Unaudited)

Net earnings/(loss) from continuing operations
Net (loss)/gain on disposal of discontinued operations, net of taxes of $5,

($10), $2 and ($6)

Net earnings/(loss)

Research and development expense, net:

Commercial Airplanes
Integrated Defense Systems:

Table of Contents

Nine months ended

September 30

2009 2008

$ 24,868 $ 23,674
10,324 10,169
8,492 8,485
6,298 5,352
25,114 24,006
496 535

125 527
(259) (497)

$ 50,344 $ 48245
$ (1,603) $ 2,154
1,160 929
698 806

612 616
2,470 2,351
112 143
(105) (233)
(471) (222)
403 4,193

7 257
(229) (145)
181 4,305
(129) (1,565)

52 2,740

®) 18

$ 44 $ 27758
$ 4,642 $ 2,108

Three months ended

September 30

2009 2008

$ 7,883 $ 6946
3,951 3,702
2,711 2,987
2,082 1,808
8,744 8,497
166 171

51 300
(156) 621)

$ 16,688 $ 15293
$ (2,837) $ 394
486 388

252 302

147 164

885 854

39 37
(36) (48)
(202) (90)
(2,151) 1,147
(@) 55
92) (49)
(2,247) 1,153
687 (470)
(1,560) 683
4 12

$ (1,564) $ 695
$ 3,272 $ 705

13
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Boeing Military Aircraft 430 361 143 121
Network and Space Systems 293 227 108 73
Global Services and Support 126 113 42 38
Total Integrated Defense Systems 849 701 293 232
Other segment 13 2 9

Total research and development expense, net $ 5,504 $ 2,811 $ 3,574 $ 937

This information is an integral part of the Notes to Condensed Consolidated Financial Statements. See Note 15 for further segment results.
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The Boeing Company and Subsidiaries
Notes to Condensed Consolidated Financial Statements
(Dollars in millions, except per share data)
(Unaudited)
Note 1 Basis of Presentation

The condensed consolidated interim financial statements included in this report have been prepared by management of The Boeing Company

(herein referred to as Boeing ,the Company , we , us ,or our ).In the opinion of management, all adjustments (consisting of normal recurring
accruals) necessary for a fair presentation are reflected in the interim financial statements. We have evaluated subsequent events through

October 21, 2009, which is the date that these financial statements were issued. The results of operations for the period ended September 30,

2009, are not necessarily indicative of the operating results for the full year. The interim financial statements should be read in conjunction with

the audited consolidated financial statements, including the notes thereto included in our 2008 Annual Report on Form 10-K. Certain amounts

have been reclassified to conform to the current period s presentation. Effective January 1, 2009, we adopted a newly issued accounting standard

which was retrospectively applied and requires the noncontrolling interest to be separately presented as a component of shareholders equity on

the Condensed Consolidated Statements of Financial Position and Shareholders Equity.

Note 2 Acquisition

On July 30, 2009, we acquired the business, assets and operations of Vought Aircraft Industries, Inc. s (Vought) 787 business conducted at North
Charleston, South Carolina. In connection with the acquisition, we paid cash consideration at closing of $592 and released Vought from its
obligation to repay amounts of $416 previously advanced by us. Vought s 787 business produces aft fuselage sections, including the fabrication,
assembly and systems installation, for the 787 program. The results of operations from the acquisition date are included in our Commercial
Airplanes segment. Management expects to complete the allocation process in the fourth quarter of 2009.

The preliminary allocation of the purchase price is as follows:

Net inventory $ 187
Property, plant and equipment 227
Goodwill 605
Finite-lived intangible assets! 50
Accounts payable (24)
Other accrued liabilities (32)
Other long-term liabilities (®)]
Total net assets acquired $ 1,008

The weighted average amortization period for finite-lived intangible assets is 17 years.

Table of Contents 15
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Note 3 Earnings Per Share

The weighted average number of shares outstanding used to compute earnings per share are as follows:

Nine months ended Three months ended

(Shares in millions) September 30 September 30

2009 2008 2009 2008
Weighted average shares outstanding 701.6 724.5 701.3 714.6
Participating securities 3.6 2.9 3.1
Basic weighted average shares outstanding 705.2 727.4 701.3 717.7
Dilutive potential common shares 29 6.8 4.2
Diluted weighted average shares outstanding 708.1 734.2 701.3 721.9

As aresult of incurring a net loss for three months ended September 30, 2009, participating securities of 3.9 million and potential common
shares of 2.5 million were excluded from diluted earnings per share because the effect would have been anti-dilutive.

Basic earnings per share is calculated by the sum of (1) net earnings less declared dividends and dividend equivalents related to share-based
compensation divided by the basic weighted average shares outstanding and (2) declared dividends and dividend equivalents related to
share-based compensation divided by the weighted average shares outstanding.

The weighted average number of shares outstanding, included in the table below, is excluded from the computation of diluted earnings per share
because the average market price did not exceed the exercise/threshold price. However, these shares may be dilutive potential common shares in
the future.

Nine months ended Three months ended

(Shares in millions) September 30 September 30

2009 2008 2009 2008
Stock options 17.4 14.7 16.8 15.8
ShareValue Trust 13.1 12.6 13.1 12.6
Performance Awards 3.7 2.8 3.7 2.8
Performance Shares 0.8 0.7 0.8 0.7
Stock units 0.3 0.2 0.2 0.3

Note 4 Income Taxes

The year-over-year tax rate variances are primarily due to lower pre-tax income in 2009 which was partially offset by research and development
tax credit benefits that exist in 2009, but did not exist as of the third quarter of 2008. The year-to-date 2009 tax expense reflects discrete tax
adjustments of $107 and a projected full year tax rate of 20%.

The years 2004-2006 are currently being examined by the Internal Revenue Service (IRS), and we have filed appeals with the IRS for
1998-2003. We are also subject to examination in major state and international jurisdictions for the 2001-2008 tax years, for which no
individually material unrecognized tax benefits exist. We believe appropriate provisions for all outstanding issues have been made for all
jurisdictions and all open years.

Table of Contents 16



Edgar Filing: BOEING CO - Form 10-Q

Table of Conten

The unrecognized tax benefits for the nine months ended September 30, 2009 increased by $209. This increase was primarily attributable to
federal and state research and development tax credits.

Audit outcomes and the timing of audit settlements are subject to significant uncertainty. It is reasonably possible that within the next 12 months
we will resolve some or all of the matters presently under consideration for 1998-2006 with the IRS. Depending on the timing and outcomes of
the audit settlements, unrecognized tax benefits that affect the effective tax rate could increase earnings by up to $600 based on current
estimates.

Note 5 Inventories

Inventories consisted of the following:

September 30 December 31
2009 2008
Long-term contracts in progress $ 14,829 $ 14,051
Commercial aircraft programs’ 18,162 19,309
Commercial spare parts, used aircraft, general stock materials and other 4,919 4,340
37,910 37,700

Less advances and progress billings (21,929) (22,088)
$ 15,981 $ 15,612

! Includes deferred production costs related to the 777 program of $612 and $1,223 and unamortized tooling related to the 777 program of

$208 and $255 as of September 30, 2009 and December 31, 2008. Also includes work in process (including deferred production costs),
supplier advances, and tooling and other non-recurring costs related to the 787 program of $2,828, $2,181 and $996 as of September 30,
2009 and $3,021, $2,548 and $755 as of December 31, 2008.
In August 2009, we concluded that the first three flight-test airplanes for the 787 program will not be sold as previously anticipated due to the
inordinate amount of rework and unique and extensive modifications made to those aircraft. Therefore, $2,481 in costs previously recorded for
the first three flight-test airplanes were reclassified from program inventory to Research and development expense during the third quarter of
2009. Costs incurred in August and September 2009 of $138 related to these flight-test airplanes were also included in research and development
expense.

Delta launch program inventories that will be sold at cost to United Launch Alliance (ULA) under an inventory supply agreement that terminates
on March 31, 2021 are included in long-term contracts in progress inventories. At September 30, 2009 and December 31, 2008, the inventory
balance was $1,827 and $1,822, of which $1,119 relates to yet unsold launches at September 30, 2009. ULA is continuing to assess the future of
the Delta II program. In the event ULA is unable to sell additional Delta II inventory, earnings could be reduced by up to $85. See Note 8.

Inventories included $235 subject to claims or other uncertainties relating to the A-12 program as of September 30, 2009 and December 31,
2008. See Note 14.
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Note 6 Investments

Our investments, which are recorded in Short-term investments or Investments, consisted of the following:

Time deposits
Available-for-sale investments
Equity method investments
Other investments

Total investments

Available-For-Sale Investments

Our investments in available-for-sale debt and equity securities consisted of the following:

Debt:

Residential mortgage- backed
securities

Other debt obligations

Equity

Total

Cost

or
Amortized
Cost

$135
6
39

$ 180

September 30, 2009
Gross Gross
Unrealized Unrealized
Gain Loss

$ (22)

@

$ 1 (10)

$ 1 $ (33)

Debt securities that have been in a continuous unrealized loss position for 12 months or longer are as follows:

Residential mortgage-backed securities

Other debt obligations

Total

September 30 December 31
2009 2008
$ 350
148 $ 352
947 942
26 45
$ 1,471 $ 1,339
December 31, 2008
Cost
or Gross Gross
FairAmortized Unrealized  Unrealized Fair
Value Cost Gain Loss Value
$ 113 $ 285 $ (89) $ 196
5 172 (16) 156
30
$ 148 $ 457 $ (105 $ 352
September 30, December 31,
2009 2008
Fair Unrealized Fair Unrealized
Value Losses Value Losses
$113 $ 22) $28 $ (14)
5 a1 21 (6)
$118 $ 23) $ 49 $ (20)

We believe that the unrealized losses, other than those included in the table below, are not other-than-temporary. The unrealized losses are
driven by market illiquidity that has caused price deterioration. We use analytic tools to assess the fundamentals of these securities to identify
their individual sources of risk and potential for other-than-temporary impairment. Our quarterly assessment includes review of current market
liquidity, interest rate risk, extension risk, credit rating downgrades and credit default swap spreads, as well as analysis of performance of the
underlying collateral. We do not have a foreseeable need to liquidate the portfolio and anticipate recovering the full cost of the securities either
as market conditions improve, or as the securities mature.

Table of Contents
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Effective April 1, 2009, we adopted a newly issued accounting standard on the recognition of other-than-temporary impairments of debt
securities. Upon initial adoption, the amount of credit losses
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recognized in retained earnings at March 31, 2009 was not material. Other-than-temporary impairment losses recognized in Net earnings, related
to available-for-sale investments, from the effective date of April 1, 2009, were as follows:

Six months ended Three months ended
September 30 September 30

2009 2009
Total gross unrealized losses on other-than-temporarily impaired
securities $ (57) $ (6)
Portion of losses recognized in Comprehensive income (before taxes) 46 5
Net other-than-temporary-impairment losses recognized in Net
earnings/(loss) $ an $ @

The net other-than-temporary impairment losses recognized in earnings relate to credit loss, which is the difference between the present value of
the cash flows expected to be collected and the amortized cost basis. The credit loss, which relates to certain residential mortgage-backed
securities and certain other debt obligations, was determined through an income approach using prepayment speeds, default rates and default
severity percentages as significant inputs.

Gross realized gains and losses on available-for-sale investment securities were not material for the nine and three months ended September 30,
2009 and 2008.

The contractual maturities of available-for-sale debt securities at September 30, 2009, were as follows:

Fair
Cost Value
Due in 1 year or less $ 1 $ 1
Due from 1 to 5 years 4 3
Due from 5 to 10 years 1 1
Due after 10 years 135 113
Total $141 $ 118
Note 7 Liabilities, Commitments and Contingencies
Environmental Matters
The following table summarizes environmental matter activity recorded during the nine months ended September 30, 2009 and 2008.
Environmental
Liabilities
2009 2008
Beginning balance January 1 $731 $ 679
Reductions for payments made (52) (62)
Changes in estimates 53 114
Ending balance  September 30 $732 $ 731
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The liabilities recorded represent our best estimate of costs expected to be incurred to remediate, operate and maintain sites over periods of up to
30 years. It is reasonably possible that we may incur
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additional charges because of regulatory complexities, higher than expected costs and the risk of unidentified contamination. As part of our
estimating process, we develop a range of reasonably possible alternate scenarios which include highest cost estimates to remediate identified
contamination at all sites based on our experience and existing laws and regulations. At September 30, 2009 and December 31, 2008 our
reasonably possible highest cost estimate for all remediation sites exceeded our recorded liabilities by $949 and $1,206.

Product Warranties

The following table summarizes product warranty activity recorded during the nine months ended September 30, 2009 and 2008.

Product Warranty
Liabilities

2009 2008
Beginning balance January 1 $ 959 $ 962
Additions for current year deliveries 126 128
Reductions for payments made 172) (175)
Changes in estimates 83 16
Ending balance ~September 30 $ 996 $ 931

Discontinued Operations

As part of the 2004 purchase and sale agreement with General Electric Capital Corporation related to the sale of Boeing Capital Corporation s
(BCC) Commercial Financial Services business, BCC is involved in a loss sharing arrangement for losses on transferred portfolio assets, such as
asset sales, provisions for loss or asset impairment charges offset by gains from asset sales. As of September 30, 2009 and December 31, 2008,
our maximum exposure to loss associated with the loss sharing arrangement was $220 and $232. As of September 30, 2009 and December 31,
2008, the accrued liability under the loss sharing arrangement was $55 and $39.

Commercial Aircraft Commitments

In conjunction with signing a definitive agreement for the sale of new aircraft (Sale Aircraft), we have entered into specified-price trade-in
commitments with certain customers that give them the right to trade in used aircraft upon the purchase of Sale Aircraft. The total contractual
trade-in value was $538 and $1,045 as of September 30, 2009 and December 31, 2008. We anticipate that a significant portion of these
commitments will not be exercised by customers.

The probability that trade-in commitments will be exercised is determined by using both quantitative information from valuation sources and
qualitative information from other sources. The probability of exercise is continually assessed, taking into consideration the current economic
environment. Trade-in commitments, which can be terminated by mutual consent with the customer, may be exercised only during the period
specified in the agreement, and require advance notice by the customer. There were no probable contractual trade-in commitments as of
September 30, 2009. Trade-in commitment agreements have expiration dates from 2010 through 2023.

Sea Launch

On June 22, 2009, the Sea Launch venture, in which Boeing Commercial Satellite Company (BCSC), a subsidiary of The Boeing Company, is a
40% partner with RSC Energia of Russia (25%), Aker ASA of
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Norway (20%), PO Yuzhmash (10%) and SDO Yuzhnoye (5%) of the Ukraine, filed a voluntary petition for relief under Chapter 11 of Title 11
of the United States Code in the United States Bankruptcy Court for the District of Delaware (the Chapter 11 Filing). The Chapter 11 Filing
constituted an event of default or otherwise accelerated approximately $448 of outstanding indebtedness of Sea Launch for which we and an
affiliate of one other Sea Launch partner had previously issued credit guarantees on a joint-and-several basis. On July 1, 2009, we paid the entire
$448 due under our guarantee. Among other options, we have a right to reimbursement from Sea Launch as well as rights to reimbursement
from the other Sea Launch partners, who are each obligated to reimburse us so that we contribute no more than our proportional ownership
percentage (40% or $179) in Sea Launch of the aggregate guarantee payment obligations. On September 11, 2009, the other guarantor of Sea
Launch s debt executed a promissory note which obligates it to pay us $122 in three payments beginning in 2009 and ending in the fourth quarter
of 2010. On October 19, 2009, we filed a Notice of Arbitration with the Stockholm Chamber of Commerce seeking reimbursement from the
other Sea Launch partners of the remaining $147 related to our guarantee payment. We intend to pursue vigorously all of our rights and remedies
against Sea Launch and the other Sea Launch partners.

As a result of the Sea Launch bankruptcy $523 of principal and interest associated with a loan by BCSC also become repayable by Sea Launch.
Certain other Sea Launch partners have guaranteed this loan, and we believe we can recover the proportionate amounts due from such partners
of $209. We intend to pursue vigorously all of our rights and remedies to recover amounts associated with this loan.

The following table summarizes receivables from Sea Launch for which we have recourse to the other Sea Launch partners:

Estimated

Proceeds

Established from

(Dollars in millions) Receivables Reserves Recourse
Receivables related to credit guarantee payments $ 448 $ 179 $ 269
Receivables related to partner loans (principal and interest) 523 314 209
$ 971 $ 493 $ 478

In the event we are unable to secure reimbursement from Sea Launch or certain Sea Launch partners of $269 related to our payment under the
credit guarantees and $209 related to the previously made loans to Sea Launch, we could incur additional pre-tax charges of up to $478.

Sea Launch management continues to operate the business while seeking debtor-in-possession financing to address cash needs. In October 2009,
the bankruptcy court granted Sea Launch a three month extension to file a reorganization plan.

C-17

As of September 30, 2009, we delivered 190 of the 205 C-17 aircraft currently under contract with the United States Air Force (USAF), with
final deliveries scheduled for 2010. The 205 C-17 aircraft total includes the Fiscal Year 2008 order for 15 aircraft that the USAF placed on
contract in February 2009. Through September 30, 2009, we have directed key suppliers to begin work on a total of 23 aircraft beyond the
aircraft currently in backlog. The long-lead items are required to support 8 aircraft funded in the Fiscal Year 2009 supplemental defense
spending bill, signed by the President of the United States in June 2009, anticipated international orders, and possible future funding for USAF
orders in Fiscal Year 2010. Inventory expenditures and potential termination liabilities to suppliers totaled approximately $425 at September 30,
2009. Should additional orders not materialize, it is reasonably possible that we will decide in 2009 to complete production of the C-17. We are
still evaluating the full
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financial impact of a potential production shut-down, including any recovery that would be available from the U.S. government. Such recovery
from the U.S. government would not include the costs incurred by us resulting from our direction to suppliers to begin working on aircraft
beyond the 205 currently under contract with the USAF.

Customer Financing Exposure

Aircraft financing is collateralized by security in the related asset. The value of the collateral is closely tied to commercial airline performance
and may be subject to reduced valuation with market decline. Our financing portfolio has a concentration of various model aircraft. Aircraft
financing carrying values related to major aircraft concentrations were as follows:

September 30 December 31

2009 2008

717 Aircraft ($670 and $694 accounted for as operating leases)* $ 2,287 $ 2,365
757 Aircraft (3721 and $780 accounted for as operating leases)* 920 991
767 Aircraft ($164 and $181 accounted for as operating leases) 488 540
MD-11 Aircraft ($412 and $536 accounted for as operating leases)* 412 536
737 Aircraft ($416 and $453 accounted for as operating leases) 594 464

* Qut-of-production aircraft
Future Lease Commitments

As of September 30, 2009 and December 31, 2008, future lease commitments on aircraft and other commitments not recorded on the Condensed
Consolidated Statements of Financial Position totaled $162 and $197. These lease commitments extend through 2020, and our intent is to
recover these lease commitments through sublease arrangements. As of September 30, 2009 and December 31, 2008, Other accrued liabilities
included $14 and $32 attributable to adverse commitments under these lease arrangements.

Financing Commitments

Financing commitments totaled $9,599 and $10,145 as of September 30, 2009 and December 31, 2008. We anticipate that a significant portion
of these commitments will not be exercised by the customers as we continue to work with third party financiers to provide alternative financing
to customers. However, there can be no assurances given recent capital market disruptions that we will not be required to fund greater amounts
than historically required.

In connection with the formation of ULA, we and Lockheed Martin Corporation (Lockheed) each agreed to extend a line of credit to ULA of up
to $200 to support its working capital requirements during the five-year period following December 1, 2006. ULA did not request any funds
under the line of credit as of September 30, 2009. We and Lockheed have also each committed to provide ULA with up to $122 of additional
capital contributions in the event ULA does not have sufficient funds to make a required payment to us under an inventory supply agreement.
See Note 5.

We have entered into standby letters of credit agreements and surety bonds with financial institutions primarily relating to the guarantee of
future performance on certain contracts. Contingent liabilities on outstanding letters of credit agreements and surety bonds aggregated
approximately $6,602 and $5,763 as of September 30, 2009 and December 31, 2008.
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Satellites

Certain launch and satellite sales contracts include provisions that specify that we bear risk of loss associated with the launch phase through
acceptance in orbit by the customer. We have historically purchased insurance to cover these exposures when allowed under the terms of the
contract and when economically advisable. The current insurance market reflects high premium rates and also suffers from a lack of capacity to
handle all insurance requirements. We make decisions on the procurement of insurance based on our analysis of risk. We did not procure full
insurance for a launch that occurred during the second quarter of 2009 and there is a contractual launch scheduled for 2010 for which full
insurance coverage may not be available or, if available, could be prohibitively expensive. We will continue to review this risk. We estimate that

the potential uninsured amount for each launch could be approximately $360.

Note 8 Arrangements with Off-Balance Sheet Risk

We enter into arrangements with off-balance sheet risk in the normal course of business, primarily in the form of guarantees.

Third-Party Guarantees

The following tables provide quantitative data regarding our third-party guarantees. The maximum potential payments represent a worst-case
scenario, and do not necessarily reflect our expected results. Estimated proceeds from collateral and recourse represent the anticipated values of
assets we could liquidate or receive from other parties to offset our payments under guarantees.

As of September 30, 2009
Contingent repurchase commitments
Indemnifications to ULA**

Other credit guarantees

Residual value guarantees

As of December 31, 2008

Contingent repurchase commitments
Indemnifications to ULA**

Cr