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Vision 2016: People working together as a global enterprise for aerospace leadership

The Boeing Company

Boeing is the world’s leading aero-
space company and the largest manu-
facturer of commercial jetliners and mil-
itary aircraft combined, providing prod-
ucts and tailored services to airlines
and U.S. and allied armed forces
around the world. Our capabilities
include rotorcraft, electronic and
defense systems, missiles, satellites,
launch systems and advanced
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Operational Highlights

B Achieved records for revenues,
earnings, cash flow and backlog.
Revenue rose 8 percent to $66.4 bil-
lion; net income grew 84 percent to
$4.1 billion; cash flow rose 28 percent
to $9.6 billion; and total backlog
increased more than 30 percent to
$327 billion.

B Set company record for commercial
airplane orders and a third consecutive
year of orders exceeding 1,000 planes
with a total of 1,413 net (1,423 gross)
orders during 2007. Also set single-
year order records for our 787, 737
and freighters.

B Increased dividend 14 percent;
approved a new share-repurchase plan
for up to $7 billion; and repurchased
29 million shares during the year.

B Further strengthened our balance
sheet by increasing cash and short-
term investments by $2.9 billion

and reducing consolidated debt by
$1.3 billion.

B Continued our focus on growth

and productivity with substantial addi-
tions to backlog, major efficiency gains
and solid execution on production

and services programs, leading to
overall company margins of 8.8 per-
cent and simultaneous double-digit
operating margins for the year in both
our commercial airplane and defense
businesses for the first time ever
(10.7 percent each).

B Captured nine out of 11 major
competitions entered by Integrated
Defense Systems, including key orders
for Tracking and Data Relay Satellites,
Joint Cargo Aircraft, the Airborne Early
Warning and Control aircraft for the
Republic of Korea and two key pieces
of NASA's Ares program; received 100-
percent award fee for Ground-based
Midcourse Defense program and 100
percent of incentive milestone criteria
on Future Combat Systems.

B Achieved significant Commercial
Airplanes milestones, including surpass-
ing 800 orders for the 787; 7,000
orders for the 737; and 1,000 orders
each for both the 767 and 777. Began
787 production, completed firm config-
uration of the 747-8 Intercontinental
passenger plane, prepared for 777
Freighter production and continued
investing for future growth.

2007 Financial Highlights

U.S. dollars in millions except per share data

2007 2006 2005 2004

2003

Revenues

Net earnings
Earnings per share*
Operating margins
Contractual backlog

Total backlogT

4,074 2,215

327,166

66,387 61,530 53,621 51,400

2,572 1,872

5.26 2.84 3.19 2.24
8.8% 4.9% 5.2% 3.9%
296,964 216,567 160,637 104,778
250,263 205,215 152,873

49,311
718
0.85
0.8%
104855

155,498

*Before cumulative effect of accounting change and net gain (loss) from discontinued operations

TTotal backlog includes contractual and unobligated backlog. See page 25.
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Message From Our Chairman Driving long-term growth and value creation
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W. James McNerney, Jr., Chairman, President and Chief Executive Officer

To the Shareholders
and Employees of
The Boeing Company:

From this company’s beginning, we
have directed our passion, precision
and innovation into our products,
services, customers and citizenship.
On that foundation, we are pursuing
one big, overarching goal. We aim to
be the world’s strongest, best and
best-integrated aerospace company—
for today and tomorrow. Measured
against that goal, 2007 stands out
as a year of significant—and
accelerating—progress.

We achieved record financial perfor-
mance, which reflects the potent
combination of good top-line growth
and strong gains in productivity. Total
revenues rose to an all-time high of
$66.4 billion. For the first time ever,
both of our core businesses—Boeing
Commercial Airplanes and Boeing
Integrated Defense Systems—simulta-
neously achieved double-digit operating
margins. Gains in productivity and
performance in existing programs
contributed significantly to earnings
and helped offset additional investment
in key growth programs. Our cash flow
went from strong to even stronger—
increasing from $7.5 billion in 2006

to $9.6 billion in 2007.

We also had our best year ever in cap-
turing new business and adding to a
backlog that now totals almost one
third of a #lion dollars—or just about
five times our total revenues in 2007.

Boeing Commercial Airplanes had
spectacular success in landing 1,423
airplane orders during 2007, reaching
more than 1,000 orders for an unprece-
dented third consecutive year and set-
ting a Boeing record for total orders in
a single year. Commercial airplane
orders make up $255 billion of Boeing’s
$327 billion total backlog. Meanwhile,
Integrated Defense Systems won nine
out of 11 strategically important com-
petitions in 2007 —an outstanding
success rate. IDS is among the indus-
try leaders in profitability and holds a
healthy $72 billion backlog.

| attribute this success to the people
of Boeing who continuously improved
their teams’ execution, productivity and
quality of work, doing so with the
utmost integrity. Without incremental
improvements generated by thousands
upon thousands of Boeing employees
last year, we would not have met what
was—1o be sure—a very challenging
business plan. | am exceedingly proud
of this team for displaying the courage,
commitment, integrity and account-
ability that it takes to learn, share, grow
and improve.



With a record order book, the chal-
lenge before us is fundamentally one
of execution. Meeting our budget and
schedule commitments not only drives
customer satisfaction and near-term
financial results but is also a prerequi-
site for the stability that enables us to
improve productivity further. Still more,
we must extend the high level of
performance-to-plan that we have in
existing production programs to our
emerging programs, including the
eagerly awaited 787 Dreamliner.

During 2007, as a result of start-up
difficulties in our extended supply
chain and in our own factories, we
announced delays in both the first
flight and first deliveries of the 787. In
doing so, we disappointed customers
and investors alike. After four consec-
utive years of robust share-price
appreciation, Boeing’s stock declined
in 2007 (down 1.6 percent for the
year, compared to a 6.4-percent gain
for the Dow Jones Industrial Average).
While this decline brought our valua-
tion down to more normal levels for
our industry, we are confident that we
will regain a premium for our shares
as we deliver on our backlog and
commitments—including the 787 —
and continue growing.

The growing pains we have experi-
enced on the 787 are not uncommon
with game-changing innovation.

And that’s what the 787 is all about.
From the economic efficiency it will
deliver for our customers, to the com-
fort and convenience it will provide
passengers, and the reduced footprint
it will leave on the environment, this

is the right airplane at the right time.
We believe strongly in the business
model, and we are more confident
than ever before in the technology
behind the innovation.

Notwithstanding the challenges that
remain, the 787 Dreamliner is well on

its way to extraordinary success. It
took the 737 (the best-selling airliner
in commercial aviation history) more
than 15 years from the time it was
launched to reach 1,000 orders. We
expect to surpass that milestone with
the 787 in less than half the time.

Still more, with the greater volume
comes greater opportunity for us to
reduce cost, improve productivity and
achieve higher performance early in
the production run.

Changing Competitive Landscape

Many people talk of Boeing and
Airbus as a “duopoly,” and we cer-
tainly regard Airbus as an extremely
tough competitor. In fact, we expect
to see Airbus’ competitiveness
increase as it restructures itself and
the U.S. dollar ultimately regains
ground on the Euro. But Boeing and
Airbus will not be alone forever. With
encouragement from their govern-
ments, other companies are develop-
ing or building commercial airplanes at
or near the lower end of the size range
served by our airplanes. This includes
companies in Japan, China, Canada,
Russia and Brazil. We must be pre-
pared for a future in which there could
be more than two producers of large
commercial airplanes.

At the same time, today’s combination
of high fuel prices and concern for the
environment could tip the intermodal
balance in regions that have or are
building alternatives to air transport.
For example, | recently had a con-
versation with a minister of a major
European country that is strengthening
its rail infrastructure but not building
new airports, because its environmen-
tal policy encourages people to take
trains for shorter trips.

The issue of the environment is real.
[t's not going to go away—and it
shouldn’t go away.

Fortunately, Boeing has a record of
environmental achievement, as does
the industry as a whole. Over the last
40 years, we have reduced carbon
emissions from our commercial air-
planes by around 70 percent and
reduced noise emissions by 75 per-
cent. However, commercial aviation
still accounts for roughly 2 percent of
world CO? emissions. That percentage
is expected to grow moderately with
airline-fleet and travel expansion in
coming years. So we are taking action
to ensure sustainable growth for our
industry. At research-and-development
facilities and with partners around the
world, Boeing is working on a future
that could include sustainable biofuels,
fuel cells (which may one day replace
the auxiliary power units on today’s
airplanes), more efficient air traffic
management systems and additional
improvements in reducing emissions.

Meanwhile, world defense markets are
also changing. While this is opening
up new avenues for growth outside
the United States, it is also exposing
Boeing and other U.S. defense com-
panies to stiffer challenges from
overseas competitors at home, where
we expect budgets to moderate.
Companies that provide the most
innovative solutions—not only in
terms of products but also with regard
to risk, efficiency, lifecycle costs and
network integration—will be the most
successful. Boeing needs to continue
performing well as an integrator of
complex systems like the U.S. Army’s
Future Combat Systems. The com-
pany is also selectively developing
in-house capabilities that, when com-
bined with the best of industry, meet
the enduring needs of our customers
and enhance our strategic position in
a competitive marketplace.

In anticipating this changing competi-
tive landscape, we are drawing on a
fundamental playbook of continuous



2007 stands out as a year of significant — and accelerating — progress.

improvement to ensure both our
current and future competitiveness
through developing strong leaders;
driving a continued focus on both
top-line growth and bottom-line
productivity; ensuring functional excel-
lence (consistently following proven,
common processes); maintaining a
strong focus on ethics and compli-
ance; driving a culture of openness,
sharing and innovation; and acting
with a sense of stewardship toward
the world in which we are privileged
to live and work.

Boeing Internationally:
Global Growth, Productivity
and Citizenship

We strive to build and sustain long-term
relationships and embed Boeing as a
respected member of communities and
cultures all around the world. We rec-
ognize that great ideas also originate
from places outside Boeing. So, more
than looking solely to sell our products
and services globally, one of our abiding
goals is to both cultivate and access
the best thinking and technology —
wherever it may be found.

| will cite what we are doing in India as
one example among many.

Air India entered the jet age on the
wings of the Boeing 707 more than
four decades ago. With air travel in
India growing at a phenomenal
25-percent annual rate, we are in the
fortunate position of being the leading
supplier of commercial airplanes to
Indian carriers. That entails some
collateral responsibilities. We are help-
ing India build its aviation infrastruc-
ture. We are also buying from local
Indian companies, tapping into an
amazing talent pool in engineering
and information technology. Several
of these companies supply high-end
aviation-related software to our com-
mercial business. These companies—

and others—could play an increas-
ingly valuable part in driving both
growth and productivity for the total
Boeing enterprise.

While IDS is new to India, it is uniquely
positioned, given the breadth and
depth of its capabilities, to provide
defense products that fit aimost all of
India’s major stated procurement needs.
Those include multirole fighters, attack
and heavy-lift helicopters, anti-ship
missiles and naval training and anti-
submarine aircraft.

In India, people from our two core
businesses share offices and work
closely together in support of a com-
mon strategy. In following an inte-
grated approach to doing business in
this market, we are bringing “the best
of Boeing” to India and “the best of
India” to Boeing and our customers.

Accelerating Learning
and Sharing

It is said, there is strength in diversity.
Nothing could be truer, if one makes
the critical assumption, as we do

at Boeing, that our success is fueled
by a culture of sharing that brings a
diversity of people and viewpoints to
innovating and to solving problems.

We have a great diversity of people
and creative talent inside Boeing, and
that is reflected in a long-standing,
well-deserved reputation for doing
amazing things and making a real dif-
ference in the world. Our people work
on programs that are as challenging
and different as the 787 Dreamliner,
which involves technologies that will
influence the course of commercial
aviation for decades to come, and the
Ground-based Midcourse Defense
program, in which we have repeatedly
demonstrated the ability to “hit a bullet
with a bullet” in space with this impor-
tant missile-defense project.

Our aspiration is for Boeing to become
even greater than the sum of its parts
(as great as those parts already are).
This requires that we accelerate learn-
ing and sharing inside the company.
The payout—faster innovation and
problem solving—should impact both
the top and bottom lines. It starts with
improved employee engagement and
broadening the flow of ideas. As a
result, there should be clear evidence
of continuously improving quality and
service to our customers, as well as
enhanced growth and improved pro-
ductivity across our enterprise.

We drive learning and sharing in many
ways, from our Leadership Center (the
flagship of our comprehensive leader-
ship-development approach) to our
four growth-and-productivity initiatives.
Here are some examples of how our
strategy of leveraging the depth and
breadth of Boeing is taking root:

B At the Leadership Center, Boeing
leaders present real Boeing business
challenges and ask classes for help
solving them. In fact, my leadership
team has received—and is acting
on—good ideas from several 2007
classes on how we might expand our
services businesses, strengthen our
program management, more deeply
embed our four growth-and-productivity
initiatives into our operations, and
more quickly share best practices.

B By partnering with BCA and IDS to
consolidate nonproduction procure-
ment and leverage companywide
purchasing power through our Internal
Services Productivity initiative, our
Shared Services Group captured
$765 million of contract-negotiated
price reductions in 2007.

B By embracing input from other
parts of the company—most notably
Lean+ practices from Commercial
Airplanes, our satellite business has




regained profitability and competitive-
ness. Where once the attitude was
“Don’t Need Help,” it's now “Help
Needed, Gladly Accepted and Readily
Provided,” because today our satellite
unit exports expertise, best practices
and lessons learned to other parts of
the company.

| In 2007, we adopted a true com-
panywide research-and-development
strategy. Our intent is to manage

our portfolio of technologies at an
enterprise level through a matrixed
approach that ties all our efforts
together. We want to eliminate gaps
and fragmentation, arrive at a better
balance of technologies between near-
and far-term uses, and tap into the
over $1 trillion that is spent around the
world on research and development.

Sources of Incremental Growth

New programs and full production
lines at Commercial Airplanes are the
biggest drivers of our growth, and
international sales—always vital to
BCA—provide strong growth potential
at IDS. Sharpening our culture of
learning and sharing is as key to our
growth as it is to our productivity—
especially in those markets where an
integrated Boeing brings strengths
that others will find difficult to match.

Military derivatives of commercial air-
planes, for example, have become a
big and increasingly important market
for Boeing. We expect this business
to grow at a double-digit annual rate
over the next several years. It used to
be that commercial airplane airframes
were torn apart and retrofitted in order
to meet the heavy-duty structural
requirements of military specifications.
Today, 737 airframes destined for the
U.S. Navy as reconnaissance and sur-
veillance aircraft are being built along-
side 737s for the world’s airlines.

Modifications to the aircraft are now
being done in-line as opposed to
after-the-fact. This is a prime example
of the unique advantage, synergy and
cost savings our big business units
bring to our customers.

One of our fastest-growing and most
profitable business areas is our com-
mercial and military support services.
Our growth here will be based on
sticking to our strategy of expanding
our core business and then moving to
logical adjacencies across bridges of
common cost structure, technology
and customers. For example, an IDS
Support Systems first-responder team
has replicated the Lean+ approach
that our Commercial Aviation Services
team uses to reduce the response
time from when a call comes in to
when Boeing provides the product or
service that a customer requested.
We are also studying where we can
better serve our customers by more
closely aligning across our commercial
and defense services by, for example,
sharing infrastructures, or leveraging
common supply chains such as in the
provisioning of spare parts.

Leadership (and Leverage)

In any group or company, it is the
leaders who define and shape the
culture. Because that is so, nothing
is more important to the future of
the company than the development
of leaders.

It is no accident that a few of the best
companies—year after year—go on
producing the best leaders. They are
/eaders in leadership developmert.
They know the kind of leadership they
want. They /moade/ it, teach it, measure
it, expect it and reward it.

We are doing all of those things
at Boeing.

We expect Boeing leaders to embody
certain attributes (chart the course,
set high expectations, inspire others,
find a way, live the Boeing values and
aeliver results). And we have shaped
our performance, pay and promotion
systems—as well as our leadership
and learning programs—around them.
The Boeing Leadership Center plays
an integral role in bringing people
together within Boeing and creating a
common language and common cul-
ture. Our top 270 leaders all teach
there on a regular basis as we embed
the concept of “leaders teaching lead-
ers” throughout the company.

“Give me a lever...,” Archimedes
famously said, “and | will move the
world.” To my mind, leadership /s
leverage. What the leader does is to
elevate the performance of others—
helping them to achieve their full
potential. And as people grow, so
does the company.

In Closing

| am proud to lead the Boeing team.
In every part of our business, our
people are rising to the challenge of
solving complex problems and deliver-
ing exceptional value to our customers.
We delivered record performance by
many measures in 2007, and | believe
our performance will become even
better—in 2008 and beyond—as

we accelerate toward becoming the
world’s strongest, best and best-
integrated aerospace company.

e Wiy

Jim McNerney
Chairman, President and
Chief Executive Officer

We aim to be the world’s strongest, best and best-integrated aerospace company.




The Executive Council

Standing left to right:

J. Michael Luttig
Senior Vice President,
General Counsel

Thomas J. Downey
Senior Vice President,
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Shephard W. Hill
Senior Vice President,
President,
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Tod R. Hullin
Senior Vice President,
Public Policy

Michael J. Cave
Senior Vice President,
Business Development
and Strategy

Wanda K. Denson-Low
Senior Vice President,
Office of Internal
Governance

Richard D. Stephens
Senior Vice President,
Human Resources and
Administration

Seated left to right:
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Executive Vice President,

President and

James A. Bell
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Chief Financial Officer

John J. Tracy
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Engineering, Operations
and Technology,

Chief Technology Officer

Chief Executive Officer,
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James F. Albaugh
Executive Vice President,
President and

Chief Executive Officer,
Integrated Defense
Systems



Boeing Commercial Airplanes Focused on customers, productivity and growth
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Exceptional market response to
our airplane programs, along
with continuing improvements
in performance and efficiency,
drove our solid financial perfor-
mance this year.

Boeing Commercial Airplanes received
record orders for the third year in a
row, while revenues rose 17 percent to
$33.4 billion, with operating earnings
of $3.6 billion.

We delivered 441 airplanes in 2007,
up from 398 in 2006. Our first Next-
Generation 737-700ER and 737-900ER
commercial airplanes were delivered to
our launch customers. The 777 jetliner
completed its one-millionth flight under
extended-range twin-engine opera-
tions. We also delivered the 3,000th
Everett-built widebody airplane, and
we reached firm configuration on the
747-8 Intercontinental.

Boeing Commercial Airplanes contin-
ues to achieve efficient performance as
it steadily increases production rates.
Engaged employees and streamlined
processes are driving increased quality
and reduced assembly time and costs
across the system.

Market demand for Boeing airplanes
grew in 2007 along with our productiv-
ity; we booked a record 1,423 gross
orders, an increase from 1,050 in
2006. Milestone orders included the
7,000th 737 order and the 1,000th
order for each of the 767 and 777 air-
plane programs. In addition, we posted
a record-setting 369 orders for the
787 Dreamliner, which is the fastest-
selling new airplane in history with
more than 800 orders since 2004.

The world received its first glimpse of
our revolutionary new airplane when we
rolled out the 787 Dreamliner in July.
Our confidence in the fundamental
design and technologies of the 787
continues to grow. However, we have
been challenged by start-up issues in
our factory and in our extended global
supply chain. As a result, the 787’s first
flight is now scheduled for around the
end of the second quarter of 2008 with
first deliveries expected in early 2009.
Resources from around the company
are being brought to bear on the

787 program to more effectively
manage our production system, and
we are focused on flying, certifying

and delivering this breakthrough air-
plane to our customers.

Delivering on commitments

to our customers remains key
to meeting our financial perfor-
mance goals.

In the coming year, we will continue to
focus on all of our product develop-
ment programs and delivering on our
commitments to customers and part-
ners. We also will continue to integrate
the companywide Lean+ growth-and-
productivity initiative throughout the
organization. Through our sharp
attention to the needs of our airplane
operators and their passengers, dedi-
cation to productivity improvements
and strong financial performance, we
will continue to earn our position as
the world’s premier manufacturer of
commercial jetliners.

Beyond advancing materials from which future commercial jets will be built, the 787
Dreamliner introduces new ways of manufacturing airplanes and doing business — for
suppliers and Boeing. First delivery and entry into service are expected in early 2009.
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Customers rely on Boeing to
deliver best-of-industry solutions
to complex and evolving mission
requirements.

Boeing Integrated Defense Systems
won nine out of 11 major competitions
it entered in 2007, validating our
focus on the enduring needs of our
customers and offering solutions that
address current and future require-
ments. We are expanding our diverse
portfolio of production programs, new
capabilities and world-class support,
using deep customer insight and a
capabilities-based organization that
combines the best of Boeing with the
best of global industry.

Customers reaffirmed Boeing’s value
as an integrator of complex technology
and systems through their high
customer-satisfaction ratings on major
programs such as Future Combat
Systems and Ground-based
Midcourse Defense. We positioned
Boeing for growth in a new business
area with work on U.S. border security
systems. We also enhanced our
competitiveness in space with major
contract wins to support NASA's

Ares | program and to build the next
generation of Tracking and Data

Relay Satellites.

Even with fewer total aircraft deliveries,
we built impressive margins through
strong execution across all production
programs, including F/A-18E/F Super
Hornet, EA-18G, C-17, F-22 and
Apache. The first U.S. Army CH-47F
Chinook helicopters became opera-
tional, and the U.S. Marine Corps
deployed the first V-22 Ospreys to
Irag. Our factories also supported
deliveries of C-17, Chinook, Apache
and F-15 to international customers.

Despite the impact of flattening
defense budgets and shifting priorities
on new development and follow-on
production, Boeing is growing by
providing U.S. and international
customers with operational readiness
through maintenance, operations,
upgrades, training and performance-
based logistics. Support work for non-
Boeing platforms was boosted with a
major contract win to re-wing more
than 240 U.S. Air Force A-10 aircraft.

A focus on productivity, cost re-
duction and low-risk, best-value
solutions increases competitive-
ness and grows our domestic
and international business.

Boeing employees are identifying and
implementing productivity improve-
ments that result in significant cost
savings. These savings directly affect
profitability and competitiveness, allow-
ing IDS to achieve record operating
earnings in 2007, while growing key
areas of our business.

Boeing is the only company in the
world with the organic capabilities

to address the broad range of our
global customers enduring needs.
Combining the best of Boeing
Commercial Airplanes and Integrated
Defense Systems is allowing us to
deliver commercial-derivative aircraft
to customers in the United States,
Australia, ltaly, Japan, Turkey, India
and Korea. We are also leveraging our
unique global partnerships to compete
on international tactical aircraft, rotor-
craft and surveillance aircraft programs.

We will continue earning our cus-
tomers’ trust and confidence by
executing on our $72 billion back-
log as we anticipate and respond to
their evolving requirements with the
best that Boeing and the industry
have to offer.

With 100-percent test success in 2007, the Boeing Ground-based Midcourse Defense
team received exceptional performance evaluation ratings. An employee in Huntsville,
Alabama, prepares an engineering test unit that will be used on the GMD program.







Serving Our Customers Delivering value wherever they operate




Focusing on customers and
driving value to their businesses
are top priorities for Boeing.

We continue to bring to market inno-
vative products and services that are
tailored to the needs of our customers.
The “point-to-point” strategy that
guides our commercial airplane prod-
uct line has achieved tremendous suc-
cess in the marketplace. We have a
broad and balanced defense portfolio,
whose diversity mitigates budgetary
risks. We even arrange and provide
financing solutions for commercial,
space and defense customers.

Our support to customers does not
end when a product is delivered.

We continue to bring value to cus-
tomers by providing training and
service wherever they operate. The
Boeing Commercial Airplanes
Operations Center and rapid spares
availability keep our airline customers’
jetliners operating reliably.

In the defense arena, we are revolution-
izing sustainment, delivering best-value
mission readiness to the warfighter of
today and the network-enabled battle-
space of tomorrow. Our comprehen-
sive support includes supply chain
management, engineering and field
service throughout a program'’s lifecycle.
Our U.S. Navy and Air Force customers
formally recognized our superb execu-
tion in 2007 on performance-based
logistics contracts for programs such
as the C-17 Globemaster and the
F/A-18 strike fighter.

Each year we open training centers

in new locations around the world to
provide training services close to our
airline customers’ home bases. Boeing
subsidiary Alteon opened training
centers in Singapore and Shanghai in
2007, bringing total training centers

worldwide to 22. Subsidiaries such

as Jeppesen provide operations solu-
tions for aviation, marine and rail
needs, while Aviall helps to expand
our ability to deliver comprehensive,
integrated parts and services solutions
to airline customers.

Support services continue to offer
robust opportunities for growth.

We are taking advantage of oppor-
tunities to grow into logical adjacencies
on non-Boeing platforms. We won

a $2 billion contract for engineering
services and manufacturing of 242
wing sets for the U.S. Air Force’s A-10
Thunderbolt fleet. We also won a

$19 million contract to provide Mission
Training Center services for U.S. Air
Force F-16 pilots, where we are
applying the expertise we gained from
our experience in managing F-15C
mission training.

Global partnerships with companies
like Alsalam Aircraft Company, one of
the largest and most experienced
maintenance repair and overhaul com-
panies in the Middle East, help provide
skilled and responsive support for
military and commercial customers
wherever they are located.

We added several new performance-
based logistics contracts to our port-
folio in 2007. Boeing Integrated
Logistics increased its backlog by a
half billion dollars with new contracts
for the U.S. Army’s AH-64 Apache
attack helicopter and the Marine
Corps’ AV-8B Harrier I1.

By aligning ourselves with our cus-
tomers and putting their needs first, we
ensure that Boeing is the first company
customers think of when they need
new products and ongoing support.

Just 13 months after the first CH-47F rolled off the production line, Boeing met all 2007
scheduled commitments to deliver 37 Chinook helicopters (30 CH-47Fs and 7 in other
models) in support of U.S. Army and international customers’ needs.




14

Our business is global, and
Boeing continues to pursue
growth-and-productivity oppor-
tunities worldwide by leveraging
the depth and breadth of our
integrated enterprise.

Our global presence and reach con-
tinue to provide access to markets,
technology and talent as we develop
and deliver best-in-industry solutions
to our customers. In 2007, 40.7 per-
cent of our revenues were directly
related to international sales, up from
37.4 percent in 2006. We delivered Air
India’s first 777-200LR (Longer Range)
Worldliner airplane, enabling the carrier
to become the first India-based opera-
tor to offer direct, nonstop flights
between the United States and India.
Australia, Canada and the United
Kingdom ordered C-17 Globemasters,
and the Royal Australian Air Force
announced plans to renew its fleet with
24 F/A-18F Super Hornets.

Over the next five years, two-thirds of
commercial airplane sales are expected
to involve international customers, and
international sales of Boeing defense
products and services are projected to
increase. Our success depends on
providing our customers with the right
products and services and being
viewed as a collaborative partner
working to meet growing aspirations
regarding skills, technology and eco-
nomic benefit. The 787 business
model, in which our partners in the
U.S. and around the world design and
build significant portions of the air-
plane, is a prototype for the future.

On the technology front, we are
working aggressively with the world’s
leading organizations to leverage their
research and development and enlist
their expertise to offer the best tech-
nology solutions available. Boeing
technology and R&D centers around
the world strengthen the perception —
and reality— of Boeing as a company
that operates globally but works to the
benefit of the local communities.

Boeing is improving the quality
of life in the communities where
we live and work.

Good corporate citizenship is one of
our core values and an integral part of
our global presence. Universally known
for our products and our services, we
also want to be known for the work
Boeing does in our diverse communi-
ties to improve our world.

Boeing and its employees are actively
engaged in supporting a wide range
of education, health and welfare, civic
engagement, arts and environmental
programs. Examples include teaming
with Water for Schools to provide
clean water to students in South
Africa; working with Junior Achieve-
ment China to introduce students to
business principles; supporting the
Soccorso Clown program to bring
comfort to children in Italian hospitals;
and renovating primary schools and
providing computer labs in Turkey.

Although Boeing’s global philanthropy
is making a difference, we believe that
our time, talent and leadership are
even greater contributions. The people
of Boeing are leading the way to build
relationships that help make our com-
pany part of the fabric of communities
wherever we have a presence.

Advancing green technologies in aviation, Boeing Research & Technology Europe
in Madrid, Spain, worked with partners in Europe and the U.S. to create the world’s
first manned fuel-cell-powered aircraft, which began flight testing in early 2008.
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Boeing’s enterprise technology
strategy is designed to meet
customers’ needs today and
tomorrow.

Boeing is helping customers define

the future of aerospace while meeting
their current needs. Today, we are
implementing innovative applications of
composites on the new 787 Dreamliner
and delivering network-enabled and
autonomous capabilities for the U.S.
Army’s Future Combat Systems pro-
gram. We are also developing future
technology breakthroughs such as
higher-performing, lower-cost com-
posite structures, next-generation

air traffic management systems and
environmentally progressive fuel-cell
and biofuel technologies.

We are meeting these challenges by
structuring our R&D activities and
investments in a way that not only
palances future customer needs with
current ones but also focuses those
needs on eight strategic technology
domains. The result is an Enterprise
Technology Investment Strategy that
ensures both that critical technologies
are ready when needed and that they
are obtained through the most efficient
means possible.

Accordingly, in addition to conducting
our own internal R&D, Boeing is part-
nering with some of the best research
agencies, universities and companies
around the world. In doing so, we are
leveraging their technologies and
expertise to ensure we stay ahead

of the competition by providing the
most innovative and affordable aero-
space solutions the world has to offer.
Moreover, this approach provides
Boeing with broader access to the

$1 trillion invested annually in R&D
around the world.

Most recently, for example, we have
been forming technology alliances in
India to develop wireless and other
network technologies and advanced
materials for aerospace applications.
In Australia, we’re working on robotics,
hypersonics and autonomous flight
technologies; in Italy, thermoplastic
composites; in Spain, environmental
and air traffic management technolo-
gies; and in the United Kingdom,
advanced manufacturing processes.

Our focused and integrated
technology investment strategy,
global partnerships and keen
understanding of customers’
needs provide a unique competi-
tive advantage for Boeing.

We are applying state-of-the-art
technologies to improve our current
product lines on programs like the
737, 777, C-17 and F/A-18E/F. Such
breakthroughs also allow us to offer
next-generation solutions like the 737
derivatives for the multimission P-8A
Poseidon for the U.S. Navy and the
Airborne Early Warning & Control System
for various international customers.

These technology improvements

also allow us to pave the way for
advances in flight. Examples include,
the aerodynamically and structurally
efficient X-48B blended wing-body
concept; unmanned and autonomously
controlled air vehicles for a variety of
military and homeland defense applica-
tions; and hypersonic vehicles that can
cross continents in 20 minutes and
provide routine access to space.

The development and use of advanced modeling and simulation technology is helping us
significantly reduce the time and cost of designing, developing and manufacturing ever-
higher-quality, higher-performance products and systems to meet our customers’ needs.
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We are taking dramatic steps
to strengthen our companywide
commitment to environmental
concerns.

Boeing’s strong legacy of improving
fuel efficiency and noise performance
in our products is matched by steady
progress in reducing the environmental
impact of our operations and an ex-
cellent record of compliance with envi-
ronmental regulations. But we must
accelerate improvements in a world
increasingly challenged by climate
change and other environmental issues.

Last year, we consolidated environ-
mentally focused initiatives inside Boeing
into one corporate organization —
Environment, Health and Safety, which
is developing an integrated, enter-
prisewide strategy that includes our
products, processes and facilities, as
well as our suppliers and customers.
We also created the Environment,
Health and Safety policy council, which
is led by Boeing Chairman, President
and CEO Jim McNerney, to ensure
that strategy and performance targets
are set and monitored at the highest
levels of company leadership.

In 2007, we aligned internal practices,
providing a foundation to drive environ-
mental thought and action across
Boeing. First, we acted to extend the
International Organization for
Standardization 14001 environmental
management standard to all major
Boeing manufacturing sites by the end
of 2008. We have already certified our
Exmouth, Australia; Everett, Washington;
and Portland, Oregon, sites.

Second, we developed five-year
improvement targets at our facilities of
25 percent for energy efficiency, green-
house gas emissions intensity and
solid-waste recycling rates, with a
similar goal for hazardous-waste
reduction. These targets will ensure

we more than offset the environmental
impact of expected production-rate
growth and build on the 37-percent
reduction in energy consumption and
52-percent cut in hazardous waste
achieved in the past 10 years.

Our greatest contributions
will continue to come through
pioneering new technologies
with improved environmental
performance.

Across Boeing, we are pioneering new
technologies needed to develop and
deliver environmentally progressive
products and services. Aerospace

is an essential part of modern life. It
underpins economic growth by con-
tributing to as much as 8 percent

of global gross domestic product.
Aviation accounts for about 2 percent
of man-made emissions of carbon
dioxide, and Boeing intends to help
reduce that rate as the world’s fleet of
commercial airplanes grows.

Boeing has committed to improving
the fuel efficiency of each new
generation of commercial airplanes by
15 percent. We are working on devel-
oping alternative fuels with improved
environmental performance such as
sustainably grown biofuels. Fuel-cell
technology holds promise in providing
cleaner, quieter operation of secondary
airplane power systems. Boeing is
also actively supporting and develop-
ing solutions to improve the global

air transportation system, which
offers critical near-term potential for
environmental gains.

Further demonstrating our commit-
ment, Boeing has joined the World
Business Council for Sustainable
Development and is a member of the
Pew Center for Global Climate Change
to sponsor best practices and drive
environmental improvements globally.

Spurring development of aviation biofuels, Boeing seeks to leverage research like that of
the Hawaii Agriculture Research Center on Jatropha curcas, a sustainably grown, second-
generation, non-food crop that offers the potential to reduce greenhouse gas emissions.
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Five-Year Summary (Unaudited)

(Dollars in millions except per share data) 2007 2006 2005 2004 2003
Operations
Revenues
Commercial Airplanes (@ $ 33,386 $ 28465 $ 21,365 $ 19,925 $ 21,380
Integrated Defense Systems: (0)c)
Precision Engagement and Mobility Systems 13,685 14,107 13,308 12,646 11,605
Network and Space Systems 11,696 11,941 12,221 12,992 11,392
Support Systems 6,699 6,391 5,677 5,101 4,610
Total Integrated Defense Systems 32,080 32,439 31,106 30,739 27,607
Boeing Capital Corporation (@) 815 1,025 966 959 991
Other 280 299 657 275 625
Accounting differences/eliminations (174) (698) (473) (498) (1,292)
Total revenues $ 66,387 $ 61,530 $ 53,621 $ 51,400 $ 49,311
General and administrative expense (@ 3,531 4171 4,228 3,657 3,200
Research and development expense 3,850 3,257 2,205 1,879 1,651
Other income, net 484 420 301 288 460
Net earnings from continuing operations () $ 4,058 $ 2206 $ 2562 $ 1820 $ 685
Cumulative effect of accounting change, net of taxes 17
Income from discontinued operations, net of taxes (€ 10 33
Net gain/(loss) on disposal of discontinued operations, net of tax 16 9 (7) 42
Net earnings $ 4,074 $ 2215 $ 2572 $ 1872 $ 718
Basic earnings per share from continuing operations 5.36 2.88 3.26 2.27 0.86
Diluted earnings per share from continuing operations 5.26 2.84 3.19 2.24 0.85
Cash dividends declared $ 1,129 $ 991 $ 861 $ 714 $573
Per share 1.45 1.25 1.05 0.85 0.68
Additions to plant and equipment 1,731 1,681 1,547 1,246 836
Depreciation of plant and equipment 978 1,058 1,001 1,028 1,005
Employee salaries and wages 14,852 15,871 13,667 12,700 12,067
Year-end workforce 159,300 154,000 153,000 159,000 157,000
Financial position at December 31
Total assets () $ 58,986 $ 51,794 $ 59,996 $ 56,224 $ 55,171
Working capital (4,258) (6,718) (6,220) (5,735) 892
Property, plant and equipment, net 8,265 7,675 8,420 8,443 8,597
Cash and cash equivalents 7,042 6,118 5,412 3,204 4,633
Short-term investments 2,266 268 554 319
Total debt 8,217 9,538 10,727 12,200 14,443
Customer financing assets 7,105 8,890 10,006 11,001 10,914
Shareholders’ equity © 9,004 4,739 11,059 11,286 8,139
Per share 12.22 6.25 14.54 14.23 10.17
Common shares outstanding (in millions) 736.7 757.8 760.6 793.2 800.3
Contractual Backlog
Commercial Airplanes @) $255,176  $174,276  $124,132  $ 65,482  $ 63,929
Integrated Defense Systems: (b))
Precision Engagement and Mobility Systems 22,957 24,739 21,630 21,296 22,871
Network and Space Systems 9,167 7,838 6,324 10,923 11,753
Support Systems 9,664 9,714 8,551 7,077 6,302
Total Integrated Defense Systems 41,788 42,291 36,505 39,296 40,926
Total $296,964 $216,567 $160,637 $104,778 $104,855

Cash dividends have been paid on common stock every year since 1942.

(a) In the first quarter of 2006, Commercial Airplanes changed its accounting policy for concessions received from vendors. The years 2005 through 2003 were

retroactively adjusted for comparative purposes.

(b) Effective January 1, 2007, the B-1 bomber program (formerly included in PE&MS) and certain Boeing Australia Limited programs (formerly included in N&SS) are
included in Support Systems. The years 2006 through 2003 were restated for comparative purposes.

(c) In 2006, we realigned IDS into three capabilities-driven businesses: PE&MS, N&SS, and Support Systems. As part of the realignment, certain advanced systems
and research and development activities previously included in the Other segment transferred to the new IDS segments. The years 2005 through 2002 were

restated for comparative purposes.

(d) During 2004, BCC sold substantially all of the assets related to its Commercial Financial Services business. Thus, the Commercial Financial Services business is

reflected as discontinued operations. The year 2003 was restated for comparative purposes.

(e) Statement of Financial Accounting Standard No. 158, Employers’ Accounting for Defined Benefit Pension and Other Postretirement Plans was adopted in 2006

and reduced shareholders’ equity by $8.2 billion. Retrospective application is not permitted.

() Computation represents actual shares outstanding as of December 31, and excludes treasury shares and the outstanding shares held by the ShareValue Trust.

The Boeing Company and Subsidiaries
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Forward-Looking Information Is Subject to Risk and Uncertainty

Certain statements in this report may constitute “forward-
looking” statements within the meaning of the Private Securities
Litigation Reform Act of 1995. Forward-looking statements
are based upon assumptions as to future events that may not
prove to be accurate. These statements are not guarantees
of future performance and involve risks, uncertainties and
assumptions that are difficult to predict. Actual outcomes and
results may differ materially from what is expressed or fore-
casted in these forward-looking statements. As a result, these
statements speak only as of the date they were made and

we undertake no obligation to publicly update or revise any
forward-looking statements, whether as a result of new
information, future events or otherwise. Words such as
“expects,” “i plans,” “projects,” “believes,” “esti-

» o« » o« ” &

intends,
mates,” and similar expressions are used to identify these
forward-looking statements. These include, among others,
statements relating to:

| the effect of economic downturns or growth in
particular regions;

B the adequacy of coverage, by allowance for losses, of risks
related to our non-U.S. accounts receivable being payable
in U.S. dollars;

m the continued operation, viability and growth of Commercial
Airplane revenues and successful execution of our backlog
in this segment;

B the timing and effects of decisions to complete or launch a
Commercial Airplane program;

| the ability to successfully develop and timely produce the
787 and 747-8 aircraft;

B the effect of political and legal processes, changing priori-
ties or reductions in the U.S. government or international
government defense, including C-17 aircraft, and space
budgets on our revenues;

B the negotiation of collective bargaining agreements;

B the continuation of long-term trends in passenger revenue
yields in the airline industry;

The Boeing Company and Subsidiaries

| the effect of valuation decline of our aircraft;

B the impact of airline bankruptcies on our revenues or
operating results;

m the continuation of historical costs for fleet support services;

| the receipt of cost sharing payments for research
and development;

B the receipt of estimated award and incentive fees on
U.S. government contracts;

B the future demand for commercial satellites and projections
of future order flow;

B the potential for technical or quality issues on development
programs, including the Airborne Early Warning & Control
program and other fixed price development programs, or in
the commercial satellite industry to affect schedule and cost
estimates or cause us to incur a material charge or experi-
ence a termination for default;

B the outcome of any litigation and/or government investiga-
tion in which we are a party and other contingencies;

B returns on pension fund assets, impacts of future interest
rate changes on pension obligations and healthcare cost
inflation trends;

B the amounts and effects of underinsured operations
including satellite launches;

m the scope, nature or impact of acquisition or disposition
activity and investment in any joint ventures/strategic
alliances including Sea Launch and United Launch Alliance,
and indemnifications related thereto; and

B the expected cash expenditures and charges associated
with the exit of the Connexion by Boeing business.

This report includes important information as to these factors
in the “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” and in the Notes to our
consolidated financial statements included herein.



Management’s Discussion and Analysis of Financial Condition and Results of Operations

Consolidated Results of Operations
and Financial Condition

Overview

We are a global market leader in design, development, manu-
facture, sale and support of commercial jetliners, military air-
craft, satellites, missile defense, human space flight and launch
systems and services. We are one of the two major manufac-
turers of 100+ seat airplanes for the worldwide commercial
airline industry and the second-largest defense contractor in
the U.S. While our principal operations are in the U.S., we

rely extensively on a network of partners, key suppliers and
subcontractors located around the world.

Our business strategy is centered on successful execution in
healthy core businesses—Commercial Airplanes and
Integrated Defense Systems (IDS)—supplemented and sup-
ported by Boeing Capital Corporation (BCC). Taken together,
these core businesses generate substantial earnings and cash
flow that permit us to invest in new products and services that
open new frontiers in aerospace. We focus on producing the
airplanes the market demands and we price our products to
provide a fair return for our shareholders while continuing to
find new ways to improve efficiency and quality. IDS integrates
its resources in defense, intelligence, communications and
space to deliver capability-driven solutions to its customers at
reduced costs. Our strategy is to leverage our core businesses
to capture key next-generation programs while expanding our
presence in adjacent and international markets, underscored
by an intense focus on growth and productivity. Our strategy
also benefits as commercial and defense markets often offset
each others’ cyclicality. BCC delivers value through supporting
our business units and managing overall financing exposure.

In 2007, our revenues grew by 8%. Earnings from operations
increased 93%. We continued to invest in key growth pro-
grams as Research and Development expense grew by 18%
to $3.9 billion, reflecting increased spending on the 787 and
747-8 programs and lower cost sharing payments from suppli-
ers. We generated operating cash flow of $9.6 billion driven by
operating and working capital performance. We reduced debt
by $1.3 billion and repurchased 29 million common shares.
Our contractual backlog grew 37% to $297 billion, driven by
46% growth at Commercial Airplanes while our total backlog
grew 31% to $327 billion.

We expect continued growth in Commercial Airplane revenues
and deliveries as we execute our record backlog and respond
to global demand by ramping up commercial aircraft produc-
tion. We expect IDS revenue to remain relatively flat in 2008
compared with 2007 and anticipate that the U.S. Department
of Defense (U.S. DoD) budget growth will begin to moderate
over the next several years. We are focused on improving
financial performance through a combination of productivity
and customer-focused growth.

Consolidated Results of Operations

Revenues

(Dollars in millions)

Years ended December 31, 2007 2006 2005
Commercial Airplanes $33,386  $28,465 $21,365
Integrated Defense Systems 32,080 32,439 31,106
Boeing Capital Corporation 815 1,025 966
Other 280 299 657
Accounting differences/eliminations (174) (698) (473)
Revenues $66,387 $61,530 $53,621

Revenues in 2007 grew by $4,857 million, primarily due to the
growth at Commercial Airplanes. Commercial Airplanes rev-
enues increased by $4,921 million, primarily due to higher new
airplane deliveries and increased commercial aviation support
activities. IDS revenues decreased by $359 million, primarily
due to lower revenues in Network and Space Systems (N&SS)
resulting from 