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1.0 PURPOSE

To implement the provisions of revised FAR 52.203-13 regarding the duty to report certain violations of Federal
criminal law involving fraud, conflict of interest, bribery, or gratuity violations, violations of the Civil False Claims
Act, or overpayment which may occur related to U.S. Government funded prime contracts or subcontracts. As an
aspect of implementing these mandatory disclosure obligations, this policy also addresses Parker’s Internal Control
System and its Business Ethics Awareness and Compliance Program.

2.0 SCOPE

This policy applies to all team members within Parker which contract with the U.S. Government either directly, or
indirectly through subcontracts funded by the U.S. Government, with special emphasis as to “principals” within
Parker, as defined below. This policy also applies to divisions performing work on an intra-company basis in
conjunction with any U.S. Government funded prime contracts and/or subcontracts held by the requesting division.

3.0 DISTRIBUTION

Group Presidents

Group Vice Presidents, Operations
General Managers

Plant Managers

Compliance Officers

Contract Managers

Supply Chain Managers
Group VPs, Supply Chain

HR Managers

Group VPs, Human Resources
Group VPs, Controller

4.0 RESPONSIBILITY

Internal reporting of known or possible violations of Federal law in connection with contracting with the U.S.
Government is the responsibility of all team members of Parker and is the regulatory responsibility of all
“principals” of Parker, as defined in Section 5 below. Responsibility for determining whether the reported violation
is subject to timely disclosure to the U.S. Government resides with the Corporate Compliance Office.

5.0 DEFINITIONS

a) “Timely Disclosure” of a potential violation of law means disclosure to the relevant agency office of the
Inspector General and Parker’s contracting officer immediately upon a determination by the Corporate
Compliance Office that there exists credible evidence of a violation of federal criminal law involving fraud,
conflict of interest, bribery, or gratuity violations found in Title 18 of the United States Code, a violation of the
Civil False Claims Act, or significant overpayment, in connection with the award, performance, or closeout of
a U.S. Government contract or a subcontract awarded thereunder.

b) “Principal” shall mean Parker officers, directors, Group Presidents, and their staff, and those team members
having primary management or supervisory responsibilities within a business entity, such as a general
manager, plant manager, head of a subsidiary, division, or business segment, and similar positions.

6.0 POLICY

6.1 Parker shall maintain a culture which encourages ethical conduct and a commitment to compliance with law.
Parker will continue to stress the values and obligations contained in its Global Code of Business Conduct,
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6.2

6.3

including its Policy on Contracting with the United States Government. Parker shall continue to exercise
due diligence to educate, prevent, detect, and report unlawful conduct.

Parker is committed to compliance with all laws and regulations in connection with contracting with the U.S.
Government, including the mandatory disclosure provisions. Parker will make Timely Disclosure to the
appropriate agency Office of the Inspector General, with a copy to the contracting officer, whenever, in
connection with the award, performance, or closeout of a U.S. Government contract or subcontract awarded
thereunder a Principal of Parker has credible evidence of (1) a violation of Federal criminal law involving
fraud, conflict of interest, bribery, or gratuity violations found in Title 18 of the United States Code; (2) a
violation of the Civil False Claims Act; or (3) significant overpayment on the U.S. Government contract.
Attachment A provides further insight into the type of matters that may be subject to disclosure under this
policy. The type of matters subject to disclosure under this policy should not be considered limited solely to
those identified within Attachment A.

Consistent with Department of Defense (DoD) contracting policy, discharging, demoting or otherwise
discriminating against an team member as a reprisal for disclosing matters to U.S. Government officials
where the team member reasonably believes there is evidence of gross mismanagement of a DoD contract,
a gross waste of DoD funds, a substantial and specific danger to public health or safety, or a violation of law
related to a DoD contract (including competition for, or negotiation of, a contract) is prohibited.

7.0 PROCEDURE

7.1 Parker shall make available its Global Code of Business Conduct including its Policy on Contracting with the

7.2

United States Government, (collectively, the “Code”) to each team member engaged in performance of a
U.S. Government contract.

Internal Control System. Parker operations shall maintain an effective internal control system with
standards and procedures to facilitate timely discovery of improper conduct in connection with U.S.
Government contracts. The primary source of these standards and procedures is Parker's Government
Practices Manuals (GPMs) available at Parker On-Line. Additionally, GPM Supplements, policies, and
procedures initiated by Groups and Divisions shall also be considered key elements of such Internal Control
System.

i) Responsibility for ensuring effectiveness of Parker’s internal control system and business ethics
awareness and compliance program shall reside with division General Managers with oversight from the
Corporate Compliance Office.

i) In addition to the implementation of primary division internal controls to assure compliance with GPM
policies (including Supplements thereto), and customer contract requirements, the Corporate
Compliance Office in conjunction with division General Managers and Compliance Officers shall
conduct periodic oversight reviews of business practices, procedures, policies, and internal controls for
compliance with Parker's Code and the special requirements of contracting with the U.S. Government,
including:

(1) Monitoring and reviewing to detect criminal conduct, including an annual Self-Assessment
guestionnaire to be submitted by division General Managers of divisions performing work on U.S.
Government funded prime contracts and subcontracts, and periodic Self-Assessment Validation
Reviews to ascertain whether appropriate systems and processes are deployed within divisions to
satisfy U.S. Government contract requirements;
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7.3

ii)

iv)

Vi)

(2) Periodic evaluation of the effectiveness of the business ethics awareness and compliance
program and internal control system; and

(3) Periodic assessment of the risk of criminal conduct, with appropriate steps to design, implement,
or modify business ethics awareness and compliance program and the internal control system as
necessary to reduce the risk of criminal conduct identified through this process.

Notwithstanding the above oversight, divisions and Groups shall have the primary responsibility to
assure that the objectives identified in (ii) (1)-(3) above are met.

Parker maintains and encourages use of the "Integrity Line” as an additional internal reporting
mechanism, which allows for confidentiality or anonymity, by which team members may report
suspected instances of improper conduct, including violations of law in connection with U.S.
Government contracts.

Parker shall exercise reasonable due diligence to ensure that no Principal is engaging in conduct that
conflicts with Parker’s Code.

Parker shall take appropriate disciplinary action against any team member who engages in improper
conduct, or who fails to take reasonable steps to prevent or detect improper conduct (reference Global
Policy 1.15 Investigations — Business Conduct and Integrity).

All Parker team members, including all Principals, are encouraged to report any possible violation of
federal criminal law involving fraud, conflict of interest, bribery, gratuity violations, a violation of the Civil
False Claims Act, or overpayment in connection with a U.S. Government contract, to the Corporate
Compliance Office and the office of General Counsel. All such reports shall be forwarded to the
Corporate Compliance Office for review and initiation of an appropriate investigation. The Corporate
Compliance Office and appropriate review by the Parker legal team shall determine if credible evidence
exists that a Principal, team member, agent, or subcontractor (supplier) of Parker has committed a
violation as described above. If such determination is made, the Corporate Compliance Office shall
immediately cause a written disclosure of such circumstance to the appropriate agency office of the
Inspector General and to Parker’s Contracting Officer.

Note: The legend on reports to the U.S. Government shall contain appropriate restrictions to preclude
public disclosure (reference GPM Policy CA 03-07, entitled “Procedure for the Use of Restrictive
Markings”).

vii) A record of each matter reviewed by the Corporate Compliance Office shall be maintained, with the

disposition and its rationale clearly documented.

viii) Parker shall ensure that corrective measures are promptly instituted and carried out.

iX)

Parker shall fully cooperate with any U.S. Government agencies responsible for audits, investigations,
or corrective actions.

Business Ethics Awareness and Compliance Program

Divisions and Groups shall communicate periodically to Principals, key team members and agents
performing work on U.S. Government contracts, and, as appropriate, subcontractors, Parker’s standards
and procedures, and other aspects of Parker’s business ethics awareness and compliance program, and
internal control system. Such communication shall include training programs and dissemination of
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7.4

information appropriate to the individual’s role and responsibility in connection with the performance of work
on a U.S. Government funded business.

Subcontractors

The Parker Terms & Condition of Purchase — Government Supplement includes the flow-down of FAR
52.203.13 (applicable to purchase orders and subcontracts which have a value in excess of the threshold
defined at FAR 3.1004 and a period of performance greater than 120 days). The following additional
provision included in the Government Supplement shall be applicable:

"The supplier agrees to grant Parker the right to conduct a reasonable audit or
investigation at the premises of the subcontractor, with full access to appropriate
books and records of the subcontractor, for the purpose of implementing the
requirements of FAR provision 52.203-13. Suppliers receiving purchase orders
or subcontracts (including all long-term agreements) with a cumulative value of
$1 million or more shall distribute PH GPM Policy GB 01-04, entitled "U.S.
Government Contract Compliance - Mandatory Disclosure of Violation of Law to
the Government", and the PH "Policy on Contracting with the United States
Government" to all personnel most directly involved in the performance of the
purchase order or subcontract, including those having primary management or
supervisory responsibilities. The supplier shall ensure that all such individuals
have both read and understood the contents of these documents. Any questions
shall be forwarded to the cognizant Parker Buyer. The above documents are
available electronically within the “Terms and Conditions” section of the PH
website (www.parker.com) or from the assigned PH Buyer."

Parker divisions having any questions concerning the deployment of this provision shall contact the
Corporate Compliance Office.

8.0 MATTERS NOT REQUIRED TO BE DISCLOSED TO THE U.S. GOVERNMENT

8.1

8.2

8.3

Reporting Administrative, Accounting, or clerical errors. Nothing in this policy should be construed as
permitting any delay in the usual and normal process of notifying the contracting officials of administrative,
accounting, and clerical errors and taking the necessary corrective action.

Corporate Compliance Office Determination: Allegations of irregularities in connection with U.S.
Government contracts and subcontracts not subject to the mandatory reporting rules provided above will be
referred promptly to the General Counsel and the Corporate Compliance Office. These departments will
determine the extent of investigation required and seek the advice of other functional experts as
appropriate. Based upon the investigation, and in accordance with this policy, the Corporate Compliance
Office with input from the legal team, will determine necessary corrective action and will determine whether
the matter should be reported to the U.S. Government.

Matters to be Disclosed to the U.S. Government

In determining whether a particular matter is one that should be voluntarily disclosed to the U.S.
Government under these provisions, the following shall, among other factors, be considered.
8.3.1 The weight of the evidence that a violation of federal contracting laws occurred.

8.3.2  Clarity of application of law to facts.
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8.3.3  Financial Impact to the Government.

8.3.4 Any compromise of classified information vital to national security shall be disclosed in all
circumstances.

8.3.5 Whether there was any actual or intended pecuniary gain to Parker, company team members, U.S.
Government employees, or other third parties. (This includes bribery or kickbacks. The Anti-
kickback Enforcement Act of 1986 requires reporting of possible kickbacks and other violations of
the Act.)

All disclosures shall consider and follow the requirements of Global Policy 1.21 entitled “Investor, Media and
Government Communications”.

9.0 ON-GOING FAMILIARIZATION WITH DISCLOSURE REQUIREMENTS

It is recognized that from time to time individuals within Parker that are considered “Principals” (reference Section
5) may change assignments. Accordingly, to assure continued awareness of the requirements of this policy,
Division HR Managers, in consultation with the Compliance Officer, shall continuously maintain a list of
“Principals” and on an annual basis provide a hardcopy or electronic version of this Policy (including Attachment
A) to all such “Principals”. For Group HQ operations, the Group V.P., Human Resources shall perform this same
distribution to all such “Principals”. Records shall be maintained by Human Resources to demonstrate such
annual distribution. Such records may be subject to inspection by either Corporate Compliance or Internal Audit.

10.0 REFERENCES

Attachment A “Types of Internally Reportable Events”

FAR 52.203-13

DFARS 252.203-9

The Defense Industry Initiative

Anti-Kickback Enforcement Act of 1986

Global Policy 1.10 “Global Code of Business Conduct and Policy on Contracting with the U.S. Government”
Global Policy 1.15 “Investigations and Sanctions - Business Ethics and Conduct”
Global Policy 1.21 “Investor, Media, and Government Communications”

GPM Policy CA 03-07 “Procedure for the Use of Restrictive Markings”

Global Code of Business Conduct

Policy on Contracting with the United States Government

Approved: Approved:
Randy Tarplee Angela Ives

Mgr. Corporate Compliance VP & Corporate Controller
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