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“I would be offended if I thought we had the monopoly on corruption .

We did not invent corruption . . . . This happened since Adam and
Eve. ... [Tlhis is human nature.” -
PRINCE BANDAR BIN SULTAN
WGBH Interview
September 2001
INTRODUCTION :

1. This is a stockholder derivative action on behalf of BAE Systems plc (‘BAE” or the
“Comp.any”) against the entire current BAE Board of Directors (the “Board™) and several of its
present or former officers and directors (collectively the “BAE Defendants”) for intentional, reckless
and/or negligent breaches of their fiduciary duties of care, control and candor, involving illegal,
improper and/or ultra vires conduct, including causing BAE to violate the laws of the United States
and international business conduct codes and conventions relating to honest trade and business
practices by making, or permitting to be made, improper and/or illegal bribes, kickbacks and other
payments. Also named as defendants are Prince Bandar Bin Sultan (“Bandar”), PNC Financial
Services Group, Inc. (“PNC”), legal successor by merger to Riggs National Corporation/Riggs Bank,
N.A. (“Riggs”), and three former Riggs executives and controlling shareholders, which were,
respectively, the primary recipient or beneficiary of the bribes, payoffé and improper payments and
the primary intermediary via which these Bandar payments were laundered, actively concealing
them from government regulators and BAE’s own auditors. This conduct has caused, and is
continuing to cause, BAE damage, including the substantial costs of responding to (and the
substantial fines and penalties which may be involved in resolving) civil and criminal investigations
and proceedings — here in the United States and elsewhere —as well as serious harm to BAE’s
reputation and goodwill, due to the adverse publicity resulting from these events.

2. BAE is a publicly owned company. Its American Depository Receipts (“ADRs”) are

registered with the United States Securities and Exchange Commission (“SEC™), traded over-the-

-1-




Case 1:07-cv-01646-RMC  Document 1 Filed 09/19/2007 Page 8 of 50

counter in this country and own;:d by hundreds if not thousands of U.S. citizens.! Its ordinary
shares, traded overseas, are also owned by thousands of U.S.-based investors — individuals and
institutional. Approximately 50% of BAE’s sharcholders reside in the U.S. BAE is one of the
largest defense contractors in the U.S. and one of the largest suppliers to the U.S. Defense
Department. The Company has operations in 36 states here and generates some 40% of its annual
revenues — over $9 billion — in the U.S. BAE has more operations in the U.S. than in any other
single country, including substantial operations here in Washington, D.C., which coordinate and
oversee its billions of dollars of annual business with the Pentagon.

3. To hold onto their positions of power, prestige and profit with BAE, BAE’s officers
and directors have represented in annual directors’ reports and otherwise that under their
stewardship, BAE was a highly ethical, law abiding corporation which was achieving very
substantial profits due to the skills of its top managers, while operating in accordance with applicable
rules and laws under the oversight of BAE’s Board of Directors. As a result, these top managers and
directors of BAE held onto, and thus enjoyed, their prestigious and lucrative BAE positions,
benefiting from the considerable perquisites of their positions with oné of the world’s largest
corporations.'

4. However, the true facts were quite different than these corporate ﬁduciéﬂes presented
to BAE’s shareholders in their reports and otherwise. In fact, BAE’s officers and directors were
resorting to, or encouraging and/or permitting BAE’s managers to resort to, improper, illegal and
ultra vires activities to boost BAE’s reported results, including paying bribes and kickbacks and
making other improper payments, as detailed herein, to obtain contracts to make their stewardship of

BAE appear more successful. These illegal and improper actions had the desired effect, ie.,

! Each ADR represents four ordinary BAE shares and has the same rights as an ordinary

share.
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increasing BAE’s apparent success and profitability —in the short term. Given the fact that the BAE
Defendants had limited tenures in their poéitions at BAE, this wés their real concern, not BAE’s
long-term profitability or the long-term interests of the actual owners of BAE, i.e., its public
shareholders. Defendants’ imprudent and unlawful actions have had an inevitable damaging impact,
and a very negative one indeed, for BAE’s long-.term future and the interests of its shareholder
community. Despite repeated warnings and “red flags” regarding the dangers of this reckless,
imprudent and/or illegal conduct, BAE’s directors refused to stop such conduct or take actions they
knew were necessary to correct or remedy the dangerous conditions created by that conduct. Those
defendants who joined the Company as this course of conduct was ongoing have joined in that
conduct, endorsed and affirmed it, allowing it to continue while taking steps to conceal it and cover
it up — both from BAE shareholders as well as government investigators. The BAE directors’ and
officers’ false statements and representations and negligent, reckless or intentional failure to properly
oversee the operation and conduct of this enterprise have exposed BAE to millions of dqllars in
damages and potentially hundreds of millions of dollars in remedial costs and possible debarment in
the U.S., and have badly damaged BAE’s corporate image and reputation.

5. In an effort to present themselves as competent, honest stewards and managers of
BAE’s business, the BAE Defendants have repeatedly misrepresented how they Were overseeing,
managing and operating BAE in a lawful and ethical manner. They told the owners of BAE —the
shareholders — that compliance with anti-bribery and anti-corruption laws was especially critical to
BAE given the nature of its business, i.e., defense contracts with foreign governments, and thus BAE
had in place rigorous internal controls to assure compliance with anti-corruption and anti-bribery
Jaws and extensive training programs for its executives and managers in this regard, and, as aresult,
it was in compliance with such laws and conventions. These representations were false and

misleading. Under their stewardship, the BAE Defendants have caused BAE to engage in a pattern
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and practice of making illegal and improper payments to secure contracts and false and misleading
statements to conceal and cover them up, thus violating the U.S. Foreign Corrupt Practices Act
(“FCPA™), the anti-corruption convention of the Organization for Economic Cooperation and
Development (“OECD Convention™) and Section 463 of the U.K. Companies Act 0f2006 (“Section
463™), all of which were applicable to BAE. Defehdants’ misconduét also involved repeatedly
misleading BAE’s shareholders to entrench and enrich themselves by boosting BAE’s apparent
short-term profits and to justify paying themselves excessive compensation and benefits, even
though they knew or recklessly disregarded that their actions would damage BAE in the longer term.

6. In the mid-1980s, BAE was attempting to obtain a very large military contract from
the Saudi Arabian Ministry of Defense to supply 120 fighter/bomber aircraft over the next 20+ years.
The officers and directors of BAE knew that if this huge contract — known as “Al Yamamah” —
could be obtained, they could point to it as concrete evidence of their successful stewardship of
BAE, which would in turn help them hold onto their positions of power, prestige and profit with
BAE, so they could receive lucrative payments and bonuses in connection with those positions for
many, many years going forward.

7. Prince Sultan of Saudi Arabia was then in line for the royal throne and serving as the
head of Saudi Arabia’s Ministry of Defense. Prince Sultan’s son was Bandar Bin Sultan. Bandar
was the apple of his father’s eye. For over 20 years — an(i during most of the time period relevant
hereto — Bandar resided in the U.S. and served as Saudi Arabia’s Ambassador to the U.S. Prince
Turki bin Nasser is Bandar’s brother-in-law. He was head of the Saudi Air Force. Because of their
positions and relationships, Prince Sultan, Bandar and Nasser were each in a position to significantly
influence whether BAE was awarded the Al-Yamamah contract.

8. To advance their own positions with BAE by winning the Al-Yamamah contract, the

then officers and directors of BAE named as defendants herein undertook illegal and improper
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conduct (engaging in ultra vires activities) in breach of their fiduciary duties to BAE, including
paying bribes or kickbacks (a/k/a “backhanders”) to Bandar and making other improper payments
for his (and his fé.mily’s) benefit, which have amounted to over $2 billion over the last 20 years.
Although paying such bribes or kickbacks is ultra vires and in violation of international business
standards and the laws of the U.S., including the FCPA and the OECD Convention, as well as
BAE’s own stated business policies and practices, defendants caused BAE to funnel these illegal
payments to Bandar in significant part through Riggs, located in Washington, D.C., via accounts
that, while nominally in the name of Saudi Arabia, were controlled by Bandar, over which he had
discretion and signature authority and which he used for his personal use and benefit. Riggs was
selected for this purpose because its Washington, D.C. location gave Bandar ready access to it and
because Riggs had a reputation in international commerciél circles as a bank willing to facilitate
questionablé, if not illegal, currency transfers for international transactions.? For many years, Riggs
actively participated in, facilitated and advanced the illegal bribe payments to Bandar, hiding them
from government investigation and BAE’s auditors. Then —much later on—as Riggs’ questionable
cutrency activities came under increasing government scrutiny, in an effort to stave off government
action to seize or close the bank, it identified oﬁe or more of the accounts being utilized by BAE and
Bandar to facilitate the kickback payments as involving highly questionable or improper conduct and

transactions and took steps to shut them down. At or about that time, Bandar resigned his post as

2 Riggs was ultimately exposed to have had persistent and widespread involvement in

improper currency transfers and other money laundering activities. Riggs, the largest Washington

D.C.-based commercial bank for much of its long history, was acquired by PNC in 2004 after

various corporate scandals and management problems involving its lucrative embassy business

forced Riggs to plead guilty to criminal money-laundering violations and pay $25 million in fines
and penalties. In addition to funneling billions of dollars in bribes through BAE to Bandar, Riggs

accounts were used to route Saudi money to 9/11 hijackers, to help Augusto Pinochet disguise

millions stolen from the Chilean people, and to obfuscate transfers and unreported withdrawals of

millions in oil revenues by the dictator of Equatorial Guinea.
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Ambassador to the U.S. for “personal reasons” and returned to Saudi Arabia. His father remains heir
to the Saudi Arabian throne and head of its Ministry of Defense.

9. These illegal or improper payments were secretly bargained for at the outset of the
Al-Yamamah contract. The payments were provided for in secret schedules to the contract entitled
«1 etters of Offer and Acceptance.” They purported to provide compensation for “support services,”
which, in fact, Bandar never performed, and which was known by the participants to be a code word
and cover for the bribe or kickback payments he, his father and other members of his family were
receiving or benefiting from. Most of the monies paid to Bandar were received by him here in the
U.S. in Washington, D.C. Significant amounts have been spent by Bandar here in the U.S,,
including over $100 million to build one of the largest and most lavish personal residences in the
U.S., located in Aspen, Colorado. |

10.  The illégél and/or improper payments have not only included outright payments to
Bandar personally, but also payments by BAE for other expenditures benefiting Bandar and
Bandar’s family, including paying for his fantastically outfitted Airbus private aircraft, which cost
over $100 million, and expenses for members of his family, including millions of dollars paid for a
lavish multi-week, multi-country honeymoon for Bandar’s daughter and new son-in-law.

11.  The transcript of a BBC Television documentary exposing the details of the illegal
payments made in connection with the Al Yamamah contract is attached as Ex. A. These payments
are being investigated by the ‘United States Department of Justice (“DOJ ) and the SEC. The
making of these improper payments has recently received widespread, adverse publicity. For
instance, according to a 6/07 edition of F inancial Times:

BAE faces threat of fines in US probe

* * *

BAE Systems faces the threat of substantial fines, criminal prosecution of
managers and the forced appointment of an independent monitor to oversee its
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American business after the US Department of Justice launched a corruption probe
into the company.

Europe’s biggest arms manufacturer told the London Stock Exchange
yesterday that the DoJ is to investigate the 20-year-old Al-Yamamah arms deal with
Saudi Arabia. The news caused the company’s shares to plunge 8 per cent as
investors took fright at the possible damage to BAE’s crucial US business.

* * *

The US Securities and Exchange Commission is also investigating BAE for
possible violations of the books and records provisions of the Foreign Corrupt
Practices Act . . ..

Similarly, in late 6/07, Dow Jones reported:

Shares of Britain’s top arms dealer, BAE Systems, dropped sharply on
Tuesday after the company said it was the target of a U.S. Justice Department probe
into alleged corruption, notably in its dealings with Saudi Arabia.

* ¥ *

News of the enquiry, although widely rumored, sent BAE shares plunging as
"much as 11%, wiping 1.5 billion pounds ($3 billion) off its stock market value. . ..

The probe could hamper BAE Systems’ efforts to gain a larger share of the
U.S. defense market. Already the company generates about 40% of sales in the U.S.

* * *

The move by the Justice Department wasn’t unexpected, as BAE has been
accused, notably on the BBC News television program and in articles in The
Guardian newspaper, of making multimillion-pound payments via a secret slush
fund to Saudi Arabia’s Prince Bandar bin Sultan to secure a fighter-jet deal.

* * *

The alleged payments to Bandar come under the jurisdiction of the U.S.
Department of Justice because the money went through a U.S. bank. Earlier this
month, the Guardian first reported allegations that BAE paid the money to Bandar

for a least 10 years through Riggs Bank in Washington.

BAE has never denied the payments, but has insisted that all payments it
has made in connection to the fighter-jet contractor were legal.

The deal, known as al-Yamamah and worth an estimated 43 billion pounds
($86 billion), provided Hawk and Tornado jets and other military equipment to the
Saudis. . . .
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On 7/2/07, FT.com published an article stating:

BAE has admitted it paid commissions to agents as part of the £43bn deal, which
they say is normal practice in the business, and that given the size of the contracts,
the sums were often large. But it has declined to say who received them while
repeatedly denying any wrongdoing.

If US Department of Justice investigators find such payments, they would
invoke the 1977 US Foreign Corrupt Practices Act that covers US companies, their
foreign affiliates and foreign companies issuing securities registered in the US. In
2003, BAE registered American Depositary Receipts with the Securities and
Exchange Commission.

The act also covers foreign companies where the business associated with
the alleged payments had a connection to the US.

* * *

[1]t is clear that other payments were made by BAE on behalf of Saudi officials,
and those payments did involve transactions in the US.

* * *

[DJocuments, seen by the FT, are records of a London-based travel company called
Travellers World and include invoices and bank statements.

They show the travel company’s records of payments to cover expenses for
lavish hospitality, entertainment and other expenses incurred by Prince Turki bin
Nasser, who is also Prince Bandar’s brother-in-law . . . .

These expenses include hired aircraft, including on one occasion a Boeing
747; and big hotel bills in the US, London and elsewhere. The documents include
travel company invoices to BAE for these and other expenses as well as bank
statements showing the reimbursement of the exact sums. The records show more
than £60m was paid by BAE’s customer solutions and support division to
Travellers World to cover these payments over the period from 1991 to February
2002.

* * *

One UK government official familiar with the investigation said the
hospitality payments to Prince Turki were just a small part of the total investigation,
“a subset of a subset of a general category.”

12.

The improper payments also included other payments for Bandar’s benefit.

According to the Sunday Times (London).
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THE British arms firm BAE Systems secretly paid nearly £250,000 for a -
honeymoon for the daughter of Prince Bandar, the Saudi Arabian prince at the
centre of bribery allegations.

A senior BAE executive authorised the payments, allowing Bandar’s
daughter to enjoy a six-week honeymoon in luxury resorts in Singapore, Malaysia,
Bali, Australia and Hawaii. . . .

Peter Gardiner, managing director of the travel agency that organised the
honeymoon, said: “BAE instructed me to give Bandar’s daughter and her husband
the honeymoon of a lifetime at BAE’s expense. Who says that big business doesn’t
have a heart?” '

* * *

[T]he honeymoon for Bandar’s daughter, Princess Reema, was paid for through a
£60m slush fund which the Serious Fraud Office (SFO) believes was set up by
BAE to encourage Saudi royals to continue with a £ 43 billion arms contract to
supply Hawk and Tornado jets.

The latest twist in the BAE affair has been disclosed by Gardiner, who said
he has made a detailed statement to the SFO. He described how his company,
Travellers World, was used by BAE to make payments to Saudi royals when they
were holidaying around the world. His company would arrange and pay for hotels,
airline tickets, apartments, boat and jet charters, as well as hiring limousines and
bodyguards.

% * Cox

Last week Gardiner said Tony Winship, a senior BAE marketing executive
responsible for overseeing the slush fund, approved the costs of the six-week trip for
Princess Reema bint Bandar and Prince Faisal bin Turki, the son of Prince Turki bin
Nasser, another Saudi royal implicated in the SFO’s bribery inquiry.

* * *

The couple were married in Riyadh, the Saudi capital, in December 1996.
They flew on Turki’s private Boeing 707, staffed by an English captain and crew, to
Singapore. There they stayed for a week at Raffles, the country’s most exclusive
hotel where suites cost from £ 500 to £ 2,800 a night.

They then traveled for a week’s stay to the Pangkor Laut resort ona privately
owned island off Malaysia. It is often described as the best resort in the world.

* * *

After a week in Malaysia, Bandar’s daughter and her groom flew by private
jet to Bali where they stayed at the five-star Four Seasons J. imbaran Bay resort before
flying to Australia, spending Christmas at the Regent hotel in Sydney. During that
visit the prince who, like his father-in-law Bandar, is a fan of the Dallas Cowboys

-9-
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American football team, was keen to watch a critical game. Gardiner says he founda
private club in a town 60 miles away that could show the game live on cable TV. The
entire club was hired so Bandar’s daughter and her husband could watch the match.
The three-hour stay cost £ 6,000. BAE again footed the bill.

The couple then flew to the Gold Coast where they stayed at the five-star
Sheraton Mirage and Spa. On a day trip they hired a Gulfstream jet to fly to the Great
Barrier Reef. The bill, paid by Travellers World and reimbursed by BAE, was
£15,000.

Documents in the possession of the SFO show that Travellers World invoiced
BAE £45,490 for the couple’s stay in Australia. The item is billed as “HM.Aus”,
which Gardiner said was shorthand for “Honeymoon, Australia”. The couple moved
on to Hawaii where they spent a few days at the Halekulani on Waikiki beach. From
there they flew to the Grand Wailea, on the Hawaiian island of Maui, where their
penthouse suite on a private floor cost about £ 4,000.

The files show one part of the bill for Hawaii was £ 101,412. The payments,
again paid by BAE, appear as “HM. Haw.” and “HM Haw.Xtra”. For the month of
January alone the cost was £ 190,486. According to Gardiner, this did not include the
first leg of the honeymoon, which began in mid-December the previous year. The
total cost was nearly £ 250,000, he said.

13. According to the 6/18/07 edition of Newsweek:

Bandar and the $2 Billion Question

Hundreds of pages of confidential U.S. bank records may be the missing link
in illuminating new allegations that a major British arms contractor funneled up to $2
billion in questionable payments to Saudi Prince Bandar bin Sultan. The BBC and
Guardian newspaper reported last week that BAE Systems made “secret” payments
to a Washington, D.C., bank account controlled by Bandar, the longtime Saudi
ambassador to the United States who is now the kingdom’s national-security adviser.
The payments are alleged to be part of an $80 billion military-aircraft deal between
London and Riyadh. . .. Before the UK. closed the inquiry, British investigators
contacted the U.S. Justice Department seeking access to records related to the Saudi
bank accounts. Many of these records were first obtained by NEWSWEEK in 2004.
At the time, the magazine reported that federal regulators had been alerted to millions
of dollars in “suspicious” activities in Saudi accounts at the now-defunct Riggs
Bank.

* * *

The Riggs Bank records show the use of those funds raised concerns among
bank officials and U.S. regulators. In November 2003, Riggs filed a “suspicious
activity report” with the Treasury Department disclosing that over a four-month
period, $17.4 million from the Saudi Defense account had been disbursed to a single
individual in Saudi Arabia. When Riggs officials asked the Saudis who the person
was and why he was receiving the funds, they were told the individual “coordinates
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home improvement/construction projects for Prince Bandar in Saudi Arabia,” and
the payments were for a “new Saudi palace, ” one document shows.

In another instance, Bandar wired $400,000 from a Riggs accountto a luxury-
car dealer overseas. “It was impossible to distinguish between government funds and
what would normally be considered personal purposes,” said David Caruso, who
served as Riggs’s compliance officer at the time. Caruso also confirmed to
NEWSWEEK that the Saudi Defense account was regularly replenished with 330
million each quarter from an account in London. But the bank never knew the
source of the funds. The bank was so concerned about the withdrawals that it cut
off all business with the Saudis. In May 2005, the U.S. Treasury fined Riggs $25
million for failing to monitor “extensive and frequent suspicious” activity in Saudi
and other accounts. :

14.  The Al Yamamah payments were part of a broader pattern and course of conduct of
illegal and/or improper payments by the BAE Defendants. The U.K. Serious Fraud Office (“SFO™)
is investigating allegations that BAE made corrubt payments to politicians and officials in Tanzania,
Chile, the Czech Republic, Romania, South Africa and other countries. According to the 5/1 5/07
New York Times:

Swiss Investigating BAE In Money Laimdering Case
Law enforcement authorities in Switzerland confirmed Monday that they had
opened a criminal investigation into possible money laundering at BAE Systems,

adding to the international scrutiny of the company, the top British military

contractor.

Jeanette Balmer, a spokeswoman for the office of the Swiss federal
prosecutor in Bern, confirmed that an investigation had been opened after a report

from Swiss money laundering investigators.

15.  Demand on the directors of BAE to bring this lawsuit or vigorously pursue it would
be a futile and useless act as their conduct was illegal, not the product of the valid exercise of
business judgment or candor taken in good faith. Additionally, their conduct cannot be ratified or
approved by BAE’s shareholders, as that conduct was illegal and ulfra vires and also violates
‘Section 463. To bring this action, these directors would have to sue themselves and/or people they

have hired and supervised and thus not only expose their own incompetent and/or illegal behavior,

but also expose themselves to huge uninsured liabilities. This they will not do. In addition, all the
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current directors have knowingly or recklessly' participated in the continuing publication of false and
misleading Directors Reports and a cover up of the Al-Yamamah payments, as well as other illegal
or improper payments made by BAE, and have repeatedly publicly represented that all payments
made in connection with the Al-Yamamah and other contracts mentioned herein were proper, legal
and did not involve wrongdoing. Thus, in order for the true facts to be uncovered, discovered and
proved, and the past harm to BAE remedied, with future harm to BAE ameliorated or prevented, this
action must be pursﬁed by the plaintiff derivatively on behalf of and for the benefit of BAE. This
action is brought in good faith for the benefit of BAE and it is respectfully requested that this Court
permit this action to proceed.

JURISDICTION AND VENUE

16.  This Court has jurisdiction over this action pursuant to 28 U.S.C. §1332(a)(1). The
amount in controversy exceeds the jurisdictional minimum of this Court, exclusive of interest and
costs, and plaintiff and defendants are citizens of, and domiciled in, different states. Many of the
acts alleged in this Complaint arose in Washington D.C. Venue is t};erefore proper in this District.

17.  Each individual defendant has had substantial and continuous contacts with
Washington D.C. and the United States that makes the exercise of personal jurisdiction over him or
her proper. BAE does substantial business in Washington, D.C. and the United States, including
operating a major office in Washington, D.C. Riggs was the largest D.C.-based commercial bank for
most of its history. The Albritton defendants described in 95456 operated Riggs out of this District -
and continue to reside in Washington, D.C. and to operate substantial business operations here..
Bandar was a resident of Washington, D.C. for some 15-20 years during the period relevant to the
allegations herein. A substantial part of the wrongdoing occurred in and/or had effect in
Washington, D.C. Evideﬁce relevant to and necessary to prove plaintiff’s claims — including the

Jocation of important physical and documentary evidence and witnesses able to provide live
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testimony — is here in Washington, D.C. The DOJ and the SEC are both investigating BAE here in
" Washington, D.C. for important aspects of the conduct complained of herein.
THE PARTIES

Plaintiff

18.  Plaintiff City of Harper Woods Employees’ Retiremeﬁt Systems was at relevant times
a stockholder of BAE. This plaintiff currently owns approximately 3,500 BAE ADRs. Plaintiff
brings this action derivatively in the right of ‘and for the benefit of BAE. Plaintiff will fairly and
adequately represent the interests of BAE and its shareholders in enforcing the rights of BAE.

Nominal Defendant
19.  Nominal defendant BAE is a U.K. corporation with its corporate headquarters in
London. BAE has a huge operating subsidiary that operates in the U.S. called BAE Systems, Iné., a
Delaware corporation. BAE Systems, Inc. (“BAE-USA”) is a wholly owned subsidiary of BAE and
a Delaware corporation. BAE has several offices located here in the District. BAE has mitigated the
Company’s foreign ownership through entry into a Special Security Agreement between the U.S.
Government, BAE-USA and BAE. That agreement calls for the appointment of outside directors
who, in conjunction with other U.S.-based board members, comprise a Government Security
Committee. The Government Security Committee has the responsibility for overseeing the
Company’s compliance with U.S. Government security and export regulations and meets regularly
with U.S. Government defense officials. Compliance with the SSA allows BAE to supply products
and services to the U.S. Department of Defense (“DOD”), Intelligence Community and Homeland
Security on some of our Natjon’s most sensitive programs.
20.  BAE has recently described its very substantial business in the U.S. as follows:
() BAE’s 2006 Annual Report stated:
BAE Systems is one of the world’s leading defence companies and is one of

only four companies with global defence sales in excess of $20bn. It ... ranks
number seven within the US defence industry.
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* * *

The Group’s US business now delivers over US$9bn (£5bn) of annual sales
and employs approximately 40,000 people in 36 states.

BAE Systems is both a prime contractor to the US government and a supplier
of major sub-systems to the other large prime contractors. . .. BAE Systemshasa -
substantial business supporting network systems and IT for US government agencies
and provides technical support services to the US Navy, US Army, NASA and the
FAA. In land systems, the Group is one of the two largest suppliers of armoured
vehicles in the US and the wider accessible global market.

The US defence market . . . remains one of BAE Systems’ key markets . . ..
US defence spending has increased substantially over recent years . . . . This high
level of funding is expected to sustain further growth in the near term . . . .

... [TThe Group is well placed to support the US Department of Defense’s
likely continued emphasis on force sustainment and readiness. '

The U.S. Defense Department is BAE’s largest singlé customer.

(b) Regarding the U.S. market, BAE’s 2000 Annual Report stated:

* * *

The US is by far the largest defence market . . .. BAE SYSTEMS recognises
that participation in the US market is a prerequisite to establishing and growing a
leading position in the global defence industry.

* * *

North America Four acquisitions in 2000 have enhanced the company’s
position in the US market.

* * *

BAE SYSTEMS North America also has a strong, well-established presence
in the services and support market. It is the largest single technical support
contractor for the US Navy, with a legacy relationship of more than 35 years. In
2000, it was awarded a $450m contract to provide systems engineering and technical
assistance for the Federal Aviation Administration’s air traffic control programme.

(©) BAE’s 2001 Annual Report stated:

The US is the world’s largest defence market. In 2001, we have seen benefits
starting to flow as our recent US acquisitions have been successfully integrated into
the group. Our strategy — to strengthen our position in that market — is working to
good effect.
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Strategic development
The US is the world’s largest defence market and it is growing. . . .

Our position as one of the DoD top suppliers has been enhanced by the
successful integration of the four North American acquisitions we made in 2000.

(d)  CEO Michael J. Turner’s 2002 letter (dated 2/03) stated:

BAE SYSTEMS has also continued to build its position in the US, the
world’s largest, and growing, defence market. The US is the defence technology
powerhouse of the world and for BAE SYSTEMS to retain a position at the top of its
industry it must have a strong US presence. The company has already grown its
position successfully, establishing itself as a key constituent of the US defence
community. BAE SYSTEMS North America is performing strongly and the
continued growth of our US industrial position remains an important part of our
strategy.

(e) BAE’s 2004 Annual Report — in CEO Turner’s letter — stated:

In the US, five acquisitions were completed. . . . With these acquisitions BAE
Systems now generates annualised sales of some $5.6bn in its North America
business and now employs over 27,000 people across the US.

® BAE’s 2005 Annual Report — in Chairman Richard L. Olver’s letter — stated:

With the increasing importance of BAE Systems’ operations in the United States,
which now manage 35% of sales, we have appointed three new non-executive
directors to the Board to provide further US perspective and experience.

(g) BAE’s 2005 Annual Report stated:
Grow our business in the United States

In the summer of 2005, BAE Systems completed the acquisition of United
Defense, growing the US business base by $2.6bn in annual sales and 8,000
additional employees. This acquisition established BAE Systems as a major land
systems prime contractor with a strong position in support of the US Department of
Defense’s requirements for force sustainment and affordable transformation.

(h) BAE’s U.S. operations include operations in: Acton, Massachusetts;
Alexandria, Virginia; Anniston, Alabama; Arlington, Virginia; Austin, Texas; Bellevue, Nebraska;
Berthoud, Colorado; Brea, California; Burlington, Massachusetts; Cheshire, Connecticut; Colorado
Springs, Colorado; Colul_nbia, Maryland; Falls Church, Virginia; Fort Wayne, Indiana; Fort Worth,
Texas; Greenlawn, New York; Heath, Ohio; Honolulu, Hawaii; Hudson, New Hampshire; Irving,
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Texas; Johnson City, New York; Lansdale, Pennsylvania; Lexington, Massachusetts; Los Angeles,
California; Manassas, Virginia; McLean, Virginia; Merrimack, New Hampshire; Minneapolis,
Minnesota; Mojave, California; Mount Laurel, New Jersey; Nashua, New Hampshire; Newington,
Virginia; Ontario, California; Pittsburgh, Pennsylvania; Norfolk, Virginia; Redmond, Washington;
Reston, Virginia; Rockville, Maryland; Rome, New York; San Diego, California; Washington, D.C.;
Wayne, New Jersey; Yonkers, New York; and York, Pennsylvania.

@) BAE securities are registered with the SEC pursuant to an Amended and
Restated Deposit Agreement dated as of 5/03 and traded Over-the-Counter (“OTC”) in the U.S.
According to BAE’s 2006 Annual Report:

The BAE Systems plc American Depositary Receipts (ADRs) are traded on

the Over The Counter market (OTC) under the symbol BAESY. One ADR
represents four BAE Systems plc ordinary shares.

JPMorgan Chase Bank, N.A. is the depositary.
If you should have any queries, please contact:

- JPMorgan Chase Bank, N.A.
JPMorgan Service Center
PO Box 3408 ‘
South Hackensack, NJ 07606-3408
USA

21.  BAEisincorporated under English law, which permits or will permit this action to be
'maintained based on the allegations made in this Complaint. However, due to BAE’s extensive U.S.
operations, the large number of BAE shareholders in the U.S., the U.S. connection to the primary
wrongdoing alleged herein, and the interests of the U.S. impacted by that conduct, under the local
law exception to the internal affairs doctrine, the laws of Washington, D.C. (or another appropriate
U.S. jurisdiction) may, if necessary, be applied to permit this action to be maintained.

The BAE Defendants

22.  The defendants described in 1{1]23-36 include the entire BAE Board of Directors as of

the filing of this Complaint and are referred to herein sometimes as the “Director Defendants.”
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