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Dear Ms. Cross:

This is in response to your letter dated January 15, 2015 concerning the
shareholder proposal submitted to Northrop Grumman by John Chevedden. Copies of all
of the correspondence on which this response is based will be made available on our

website at http://www.sec.gov/divisions/corpfin/cf-noaction/14a-8.shtml. For your
reference, a brief discussion of the Division’s informal procedures regarding shareholder
proposals is also available at the same website address.

Sincerely,

Matt S. McNair
Special Counsel

Enclosure

cc: John Chevedden
***FISMA & OMB MEMORANDUM M-07-16***
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Response of the Office of Chief Counsel
Division of Corporation Finance

Re:  Northrop Grumman Corporation
Incoming letter dated January 15, 2015

The proposal requests that the board adopt a policy that the chairman shall be an
independent director who is not a current or former employee of the company, and whose
only nontrivial professional, familial or financial connection to the company or its CEO is
the directorship.

We are unable to concur in your view that Northrop Grumman may exclude the
proposal under rule 14a-8(i)(3). You have expressed your view that the proposal is vague
and indefinite because it does not explain whether a director’s stock ownership in
accordance with the company’s stock ownership guidelines is a permissible “financial
connection.” Although the staff has previously agreed that there is some basis for your
view, upon further reflection, we are unable to conclude that the proposal, taken as a
whole, is so vague or indefinite that it is rendered materially misleading. We are also
unable to conclude that you have demonstrated objectively that the portions of the
supporting statement you reference are materially false or misleading. Accordingly, we
do not believe that Northrop Grumman may omit the proposal from its proxy materials in
reliance on rule 14a-8(i)(3).

We are unable to concur in your view that Northrop Grumman may exclude the
proposal under rule 14a-8(i)(6). In our view, the company does not lack the power or
authority to implement the proposal. Accordingly, we do not believe that Northrop
Grumman may omit the proposal from its proxy materials in reliance on rule 14a-8(i)(6).

Sincerely,

Luna Bloom
Attorney-Advisor



DIVISION OF CORPORATION FINANCE
INFORMAL PROCEDURES REGARDING SHAREHOLDER PROPOSALS

The Division of Corporation Finance believes that its responsibility with respect to
matters arising under Rule 14a-8 [17 CFR 240.14a-8], as with other matter under the proxy
rules, is to aid those who must comply with the rule by offering informal advice and suggestions
and to determine, initially, whether or not it may be appropriate in a particular matter to
recommend enforcement action to the Commission. In connection with a shareholder proposal
under Rule 14a-8, the Division’s staff considers the information furnished to it by the Company
in support of its intention to exclude the proposals from the Company’s proxy materials, as well
as any information furnished by the proponent or the proponent’s representative.

Although Rule 14a-8(k) does not require any communications from shareholders to the
Commission’s staff, the staff will always consider information concerning alleged violations of
the statutes administered by the Commission, including argument as to whether or not activities
proposed to be taken would be violative of the statute or rule involved. The receipt by the staff
of such information, however, should not be construed as changing the staff’s informal
procedures and proxy review into a formal or adversary procedure.

It is important to note that the staff’s and Commission’s no-action responses to
Rule 14a-8(j) submissions reflect only informal views. The determinations reached in these
no-action letters do not and cannot adjudicate the merits of a company’s position with respect to
the proposal. Only a court such as a U.S. District Court can decide whether a company is
obligated to include shareholders proposals in its proxy materials. Accordingly a discretionary
determination not to recommend or take Commission enforcement action, does not preclude a
proponent, or any shareholder of a company, from pursuing any rights he or she may have
against the company in court, should the management omit the proposal from the company’s
proxy material.
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January 15, 2015

Via E-mail to shareholderproposals@sec.gov

U.S. Securities and Exchange Commission
Division of Corporation Finance

Office.of Chief Counsel -

100 F Street, NE. =~

Washmgton D.C. 20549

‘Re: Northrop Grumman Corporation
Exclusnon of Shareholder Proposal Submitted by John Chevedden

Ladies and Gentlemen

We are wntmg on behalf of our chent Northrop Grumman Corporatlon (the “Comp any”), which

received a shareholder proposal-and statement in support thereof relating to an independent -

,_Chalrperson of the Board (collectxvely, the “Proposal”) from John Chevedden (the “Proponent™)
for inclusion in the proxy statement to be dls’mbuted to the Company’s shareholders i in connection
with its 201 5 Annual Meetmg of Shareholders (the “Proxy Materials ”)

The Company respeetfully requests that the staff of the Division of Corporanon Fmance (the

« _I:c}_ff ’) of the Secun’ues and Exchange Commlssxon (the “Commlssmn”) advise the Company -
Proposal from 1ts Proxy Matenals pursuant to (a) Rule 14a- 8(1)(3) on the basis that (i) the
Proposal is 1mperm1ss1b]y vague.and indefinite so as to be materially false and misleading and (ii)
the supporting statement contains numerous references to inaccurate factual assertions, including
ones purportedly made by GMI Ratings, which are not available to the public, and (b) Rule
14a-8(1)(6), on the basis that the Company lacks the poweror authorlty to 1mplement the Proposal

Pursuant to. Rule 14a~8(]) of the Securities Exchange Actof 1 934 as amended (the “Exchange

Act”)-and Staff] Legal Bulletin No. 14D (November 7, 2008) (“SLB_14D"), the Company i is

submitting electronically to the Commission this letter and the Proposal and related
correspondence (attached as Exhibit A to this letter), and is concurrently sending a copy to the

Wilmer Cutler Pickering Hale and Dorr 11v, 1875 Pennsylvania Avenue NW, Washington, DC 20006
Beijing Berlin  Boston Brussels Denver Frankfurt London Los Angeles NewYork ~ Oxford  Palo Alto  Waltham Washington
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Proponcnt no later than eighty calendar days before the Company. intends to file its deﬁmtwe .
Proxy Matenals with the Commission. '

"""B'aékg'ﬂ)l'md e

: On November 28, 2014 the Company recelved the Proposal from the Pr0ponent The Proposal
" states:

 'RESOLVED: Shareholders request that the Board of Directors adopt a policy that: N _
..~ the Chairman of our Board of Directors shall be an mdependem‘ director whoisnot .~ -
a current or former employee of the company, v and whose :only n trt

' former CEO as our Lead Director — Donald Flesznger prewously the CEO and
Chairman of Sempra Energy. A former CEO in the role of a Lead Director may get .

- Some of the same criticisms as having a CEO.on the executive pay committee. It is

g mteresttng that just before Mr. Flesinger left Sempra Energy as its Chairman: and
CEO that this topic recelved 55% support ﬁ'om Sempra shareholders -

Our cIearIy zmprovable corporate governance (as reported in 201 4) is an added
" incentive to vote for this proposal .

Karl Krapek, a member of our executive pay and nomination committees, recezved
by far the highest negative vote for a Northrop director in 2014. Mr. Krapek was
negatively flagged by GMI Ratings, an independent investment research firm, for
his involvement with the Visteon Corporation bankrupicy.

William Hernandez and Richard Myers were potentially overextended with
director duties at 4 public companies. Mr. Hernandez was also a member of our -
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audit committee which is the most demanding commzttee asszgnment Mr. Myers,
even at age 72, had director duties at 4 public companies.

GMI had additional issues with our executive pay besides the $41 -million for-Mr.~
Bush. - Unvested equity pay partially or fully accelerate upon CEO termination.
Accelerated equity vesting allowed executives to realize lucrative pay without
necessarily having earned it through strong performance. Northrop had not
dzsclosed speczf ic, quantlﬁable performance objectzves for our CEO Our CEO s

~ .. actions.or measures the proposal requires.” Staff Legal

as -determlned thai a proﬁc;éal ‘may b
ekholders voting on the p
, would be able to determin

~The Staff also has noted that a proposal may be
when the “meaning and application-of terms an i p '
made withont guidance from the: proposal and would:be subJect to dlffermg mterpretatlons” such
that “any action ultimately taken by the company upon ‘implementation [of the proposal} could be
significantly different from the actions envisioned by shareholders voting on the proposal. ” See
Fuqua Industrzes Inc. (March 12, 1991).

The Staff has consistently concurred in exclusion of proposals where the proposal failed to define
key terms or otherwise failed to provide necessary guidance on its implementation. In these
circumstances, because “neither the company nor shareholders would be able to determine with
any reasonable certainty what actions or measures the propesal requires,” the Staff concurred that
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such proposals were impermissibly vague and indefinite and therefore were excludable under Rule
14a-8(1)(3). Most recently, in Pfizer Inc. (December 22, 2014), the Staff concurred in exclusion of
a proposal identical to the Proposal requesting that the board adopt a policy that the chairman be

“an independent director who is not a current or former employee of the company, and whose only
nontrivial professional, familial or financial connection to the company or its CEO is the :
directorship.” The Staff agreed that, in applying the particular proposal to Pfizet, the proposal was
vague and indefinite because “neither shareholders nor the company would be able to determine
with any reasonable certainty exactly what actions or measures the proposal requires.” - As Pfizer
noted, it was unclear whether the term “nontrivial . . . financial connection” would include
ownership of Pﬁzer sh: : whxch case, the proposal would prevent all of Pfizer’s non-employee ,
directors from _based on the fact that Pﬁzer S. stock ownersh1p g d.' ines
requlre each _

~ observed and '.‘pp "vvéd“ of d'lsapproved of fig igures and :pohcles thatshowed a hlgh' risk for the

:company as mherently vague and indefinite because the terms “electronic key” and “figures and
policies” were undefined such that the actions requlred to 1mp]ement the proposal were unclear);
and Citigroup Inc: (February 22,2010) (concumng in the omission of a proposal seeking to amend
the company’s bylaws to establish a board committee on “US Economic Security” as inherently -
vague and indefinite because the term “US Economlc Security” was undeﬁned)

Based on this clear line of precedent, the Prop(}sal is excludable on the basis that it is
impermissibly vague and indefinite so as to be materially false and misleading. In particular, the
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Proposal suffers from exactly the same defect as the proposal in Pfizer, and a similar defect ta that
in Abbott, in that it seeks to define an independent director as someone whose directorship

__constitutes his or her only “nontrivial professnonal familial or financial connection to the company

j | ’,‘-Based on this preoedent, and for the reasons descnbed above; the Company believes that the'
. Proposal, as applied to the Company, is impermissibly vague and indefinite and therefore may be

orits CEO.” In the Company’s case, as in Pfizer’s, the Company’s non-employee directors are
subject to the Company’s stock ownership requirements. As set out on page 11 of the Company’s
Corporate Gavernance Principles (attached as Exhibit B to this letter), each non-employee director
must, subject to certain transition periods, own five times his or her annual cash retainer (currently
$120,000 x 5 = $600,000) of the Company’s stock. The intention and result of this requirement is
to assure a nontrivial financial connection between the directors and the Company. In fact, all of

- the directors of the Company, other than those most recently elected to the Board in 2012 and -
2013, hold common stock and deferred stock units of the Company well in excess of the minimum
.. amounts:required by the stock ownership guidelines. Accordingly, it cannot be determined

Lo wh_ether under the Proposal, if adopted, the Company’s non-employee directors would-be. -
disqualified from‘servmg as mdependent Chamnan because such dlrectors have “nontuvxal

corp atlons)

excluded from its Proxy Matenals pursuant to Ru]e 14a-8(1)(3)

The Proposal May Be Echuded under Rule 1 4a—8(t) (3) Because the Supportmg
Statement Contains Numerous References to Factual Assertions Included in GMI
" Ratings Reports Which Are Not Avallable to the Public

In the supporting statement, the Proponent includes specific statements about the Company and/or
its officers and directors, which he either directly attributes or implies should be attributed to GMI

“Ratings, described as an “independent research firm.” For example, the Proponent makes the
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following inaccurate assertions about executive compehsétion, “GMI had additional issues with
our executive pay besides the $41 million for Mr. Bush. Unvested equity pay partially or fully
.. accelerate upon CEO termination. Accelerated equity vesting allowed executives to realize

o :.’Slmrlarly, the Proposal also st

 lucrative pay without necessarily having eamed it through strong performance. Northrop hadnot =~

disclosed specific, quantxf’ able performance objectives for our CEO. Our CEO’s aniual
incentives did not rise or fall in line with annual financial performance.” Although it is not entirely
clear, the Proponent appears ta be attributing such statements to GMI Ratings. Such statements
are grossly inaccurate. For example, the Company’s proxy statement for its 2014 Annual Meeting
of Shareholders (the “2014 Proxy Statement”) discloses that Mr. Bush had total compensation of
- $18,656,412 in 2013. 1In addition, the statement that “unvested equity pay partially or fully
- accelerate upon CEO termination™ is also false. As dxsclosed in the 2014 Proxy Statement, the
~possible acceleration of equity awards may. only occur in certain change of control events that
result in the termination of the CEQ (other than for cause) within a specified period. The assertion
- that. “Northrop had not disclosed- specrﬁc,'quantlﬁabl performance objectives for the CEO” is
-'also false The 2014 Proxy Statement clearly.de e the four ﬁnancral metrics and the six -

- mdependent investment rese;

in the Proposal, and GMI Ratmgs reports ATe not
- consequence, neither the Company nor its: v : w1th0ut sngmf cant effort: and
expense, to judge ‘whether the: factual assertion: are: fair T-are mlsleadmg In'the typ:cal case-

where a proponent Includcs_assenlons thata reglstrant believes are inaccurate; the registrant can

_ dlspute those factual assertions in its statement in:opposition. When the information in dnspute 1.
- publicly available, shareholders are free to assess 1¢'com ing versions of the “facts” and draw

their own conclusions. ‘We believe that the: Proponent’s mclusron of information that he attributes
to GMI Ratings renders the- supporting statement- matena]ly false and misleading because
shareholders are not able to make that assessment. This concern is-exacerbated by the quandary
that a registrant faces if the proponent includes information that is, in fact, included in the
third-party source, but is nonetheless false and misleading, when the report is not available to the
pubhc The registrant would not be able to. argue that the proponent’s depiction of the statements
is false, and shareholders could not read:the underlymg report to put those isolated statements in
context to make an informed decision.
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We note that our concerns with regard to a supporting statement that references third-party sources
not available to the public is supported by the Staff’s comments in reviews of proxy statements in
..other settings. In this context, the Staff has taken the position that statements included in a )
d1sclosure document that are attributed to a third party or external source. may render the disclosure
false and misleading in violation of Rule 14a-9 if the statements are mischaracterized or taken out
of context. The Staff regularly requests copies of the external source materials in order to
determine whether the statements violate Rule 14a-9. Exclusion also would be consistent with the
Staff’s approach to references to third-party websites, as outlined in Staff Legal Bulletin 14G
(October. 16, 2012), in - which the Staff stated that, where “a proposal references a website that is
not operational at the time the: proposal is submitted, it will be impossible for a company or the
staff to. evaluate whether the websxte reference may be exeluded.”

We recogmze that the Staff has been presented wrth thrs argument in other requests for no-actlon :
‘relief on the. basis of Rule- 14a—8(1)(3), and has not concurred with the companies requesting the
~ no:action relief; includingin a request from the Company last year. See Northrop Grumman. .
Corporatzon (March 11, 2014);. See also Umted Parcel Servzces Inc. (February 6, 2014) and
_ »NextEra Energy* Inc v(F eb -2014)

. 'and not in the publlc’m rest, to ask shareholders to vote based on mformatron that is. potentlally -
fa]se and ‘misle dmg and -annot;. ‘ S

'Under Rule l4a-8(1)(6) a shareholder proposal may be exeluded from a.company’s proxy
materials if the company would ]ack the: jpower-or authority to implement the proposal. In- Staff
Legal Bulletin No. 14C :June 2005), the Staff set forth its view that a. proposal may be.
excluded from a company’s proxy materia
other director maintain mdependence at all trmes and does not provtde the board thh an
‘opportunity or a mechan
. Staff has con31stently pet 'mltted the excluswn of such proposals See; e.g., sze Warner Inc (Jan
" 26,2010, recon: denied Mar. 23, 2010), Exxon Mobil Corp. (Jan. 21, 2010, recon. denied Mar. 23,
2010); First Mariner Bancorp (Jan. 8, 2010, recon. denied Mar. 12, 201 0) (each permitting
exclusion of a proposal requiring that the chairman be an independent director because “it does not
appear to be within the power of the board of directors to ensure that its chairman retains his or her
independence at all times and the proposal does not provide the board with an ‘opportunity or
mechanism to cure such a violation of the standard requested in the proposal).

The Proposal is excludable under Rule 14a-8(x)(6) because the Company cannot guarantee that a
Chairman of the Board would retain his or her independent status, as def ned under the Proposal, at

rate our v,lew"that itis patently unfaxr to reglstrants and shareholders, R

if it would require that a company’s chairman or any o
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“alltimes. The Proposa] requires that an mdependent dlrector not have any “nonmwal f nancial
~ connection” to the Company or its CEO other than his or her directorship.  Under this standard

- shares of the Company’s common stock-and/or déférred stock units wi

-_Yhowever any non-employee director of the Company who is in compliance with the Company s

stock ownership guldelmes would not be considered independent because heorshe willown -
: 12 value of at least five
- times his or her annual cash retainer (currently $120,000 x5 = $600,000): - Such stock ownership

. _constitutes a “nontrivial . . . financial connection” to the Company Moreover, because the:

-+~ Company’ 'stock ownershlp guldelmes estabhsh a minimum level of own ’shnp based on dollar :

o valu 08 , '

- the mde ndence staridard set forth in the Proposal -in parncular, rehance on ' -
“nontrivial, ﬁnanclal connections” when determining who.may serve as Chairman — means that
eligibility to serve as Chairman could depend on circumstances entirely outside the control of the
Company. ‘Accordingly, the cure mechanism is unclear and fails to adequately address violations
of the mdependence standard under the Proposal as descrlbed above :

Because the Proposal would require the Chalrman to retain hlS or her mdependent status, as
defined under the PrOposal at all times, without providing an adequate opportunity ora




o ~ the Company excludes the Proposal_from its Proxy Matenals pursuant

e agree that the Company may omit the“

» mechamsm for the Company to cure a violation of the standard requested in the Proposal the
‘ Company beheves the Proposal may be excluded from: 1ts Proxy Materials pursuant to Rule

14a:30(6).

Conclusion o

Based on the foregomg, we respoctfully request that the Staff concur that it will take no actron 1f o
"Rule 14a—8(1)(3), onthe

R the Staff has any questlons wrth» respect t¢

're pon or other correspo er

Enc]osures

John Chevedden
Jenmfer C. McGarey






JOHN CHEVEDDEN
*** FISMA & OMB Memorandum M-07-16 ***

Ms. Jennifer C. McGarey
. Corporate Secretary

Northrop Griimman Corporation (NOCY
2080 Fairview Park Drive -

Falls Church, VA 22042

RH: 703-280-2500

PH: 703-280-4011

FX: 310-553-2076

FX: 703-846-9616"

DearMs. McGarey, ... ... .. .

1 purchased stock and hold stock in our company because I belicved our company has greater.
potential. I submit my attached Rule 14a-8 proposal in support of the long-term performance of
our company. I believe our company has unrealized potential that can be unlocked through low
cost measures by making our corporate governance more competitive. -

This Rule 14a-8 proposal is respectfully submitted in support of the long-term petformance of
-our company. This proposal 'is submitted for the next anpual shar¢holder meeting. Rule 14a-8
requirements will be met including the continuous ownership of the required stock value until
after the date of the respective shareholder meeting and presentation of the proposal at the annual
meeting. This submitted format, with the shareholder-supplied eriphasis, is infended to be used
for definitive proxy publication, ' : '

" In the interest of company cost savings and improving the efficiency of the rule 14a-8 process
please communicate via emait ISMA & OMB Memorandum M-07-Hour  consideration and the
consideration of the Board of Directors is appreciated in support of the long-term performance of
_ out company. Please acknowledge receipt of this proposal promptly by el # OMB Memorandum M-07-16 ***
**FISMA & OMB Memoranduri M-07-16 *** o S : : B ERT

.. Sincerely,

. (obn Chevedden Dae
S FISMA & OMB Memorandum M-07-16 **



eSS INOC: Rule 14a-8 Proposal, November 28, 2014]
Proposal 4 — Independent Board Chairman
- Resolved: Shareholders request that the Board of Directors adopt a policy that the Chairman of

our Board of Directors shall be an independent director who is not a current or former employee

of the company, and whose-only nosirivial professional, familial or financial connection to the
company or its CEQ.is the directorship. Our board would have discretion to deat with existing
agreements in implementing this proposat. Our board would have disctetion to encourage any
person who had contract rights that might delay full implementation of this proposal to
voluntarily waive such contract rights for the benefit of shareholders. This policy should allow
for policy departure under extraordinary circumstances such as the unexpected resignation of the
chair. ’ .

When our CEO is our board chairman, this arrangement can hinder our board’s ability to monitor
. our CEO’s performance. An independent Chairmian js the prevailing practice in the United

Kingdom and many international markets. This proposal topic won 50%-plus support at 5 major

U:8. companies iri 2013 including 73%-support at Netflig: -« oot

This topic is particularly important for Northrop Gruniman because of the excessive pay of $41
million for our Chairman/CEO Wesley Bush. Plus we had a former CEO as our Lead Director -
Donald Felsinger, previously the CEO and Chairman of Sempra Energy. A former CEO in the
role-of & Lead Director may get some of the same criticisms as having a CEO on the executive
pay committee, It is interesting that just before Mr. Pelsinger left Sempra Energy as its Chairman
and CEO that this topic received 55% suppott from Sempra sharcholders.

Our clealy improvable corporate goi}cmaﬁce (ds reported in 2014) is an added incentive to vote
for this proposal: L o

Karl Krapek, a member of our execntive pay and nomination commitiees, received by far the
highest negative vote for a Northrop director in 2014, Mr. Krapek was negatively flagped by
GMI Ratings, an independent investment research firm, for his iiivolvement with the Visteon
Corporation bankruptcy. S

William Hernandez and Richard Myers were potentially overextended with director duties at 4
public companies. M. Hernandez was lso a member of obr audit cormittee which is the most
demanding committee assignment, Mr. Myers, even at age 72, had director duties at 4 public
companies, : » IR .

. GMI had additional issues with our executive pay besides the $41 million for Mr. Bush.

- Unvested equity pay partially or fully accelerate upon CEQ termination. Accelerated equity
vesting allowed executives to realize lucrative pay without necessarily baving earned it through
strong performance. Northrop had not disclosed specific, quantifiable performance objectives for
our CEO. Our CEQ’s annual incentives did not rise or fall in line with annual financial
performance. . ' T y v
Returning to the core topic of this proposal from the context of our clearly improvable corporate

governance, please vote to protect sharsholder vatue: :
Independent Board Chairman ~ Proposal 4




Notes: - : :
Jobhn Chevedden, *** FISMA & OMB Memorandum M-07-16 *** sponsored this
pr0pos,a1. : o : .

“Proposal 4” is a placeho}der for the pr opobal namber assigned by the company in the final -
proxy : .
Please riote tlmt the utle of the proposal is pau of the proposal

This proposal-is beheved to-.conform with Staff Legal Buletin No. 14B ((,I-), September 15,
2004 mcludmg (emphasis.added): .

Accordingly, going forward, we behcve that it would not be appropnate for companies ta
exclude supporting statement language and/or an entuc proposal in rehance on rule 14a-

e """"";'8(})(‘3) iy ﬂme followmg AP CMISTANCES, v oo i i,

* the company QbJects to factual assertions because they are not supported;
* the company objects to factuial assertions that, while not materially false or mlslcadmg,
may be disputed or countered;
* the company obJects to factualt assertions because those asseruons may be mterprcted by
shareholdcrs in a manner that is unfavorable to the company, its d)rectors, or its-officers;
.and/or - g
-» the.company objects to statements because they reprcsent the opinion of the shareholder '
B :proponcnt ora: retcmxced source, but the statements are not identified spcexﬁcally a3
Lo '.su(;h B
‘ We Belleve that it is. appmpnate under rule 14a-8  for congpanies to address these objections o
in Ihexr staternents of oppwitiom v ‘

See alscv Sun Mcrosystems, Inc. (Tuly 21, 2005)

‘Stock. wxll be held untll after the annual meeting and the proposal will be presented at the anrmal - .
meetmg Plcase acknowledge this proposal promptly by emfp}SM A & OMB Memorandum M-07-16 ***

~Rule'} 14a- and related Staﬁ"Lagal Builetins do not mandate one exchusive format fortextin - . .xr.

- proof of stock ownership letters. -Any misleading demand for such exclusive text could be
deetned & vag isleading notice to the proponent and potentially invalidate the entire
vrequest for p ) f of _stook ownelshxp which is required by a company within a 14- day deadlme




NORTHROP GRUMMAN : © Northrop Gromman Gorporation

//—""“_“"’"*‘ ) Corporste Office

Ofice of the Corporate Secratary
2950 Fairview Paik Drive

MasiiStop 12183A

Falls Church, VA 22042

December 1, 2014

VIA EMAII‘L FISMA & OMB Memorandum M 07- 1GAND FEDEX

Mr. John Chevedden

*** FISMA & OMB Memorandum M-07-16 ***

RE: . Your Letter dated November 28, 2014

Regardin gan Independent Board Chairman :

"This will acknowledge recerpt of your letter purportmg to mvoke the Secuntles & Exehange ‘} -
Comrm ion j(“S 2t le 14 le”’) to:submit-a: proposal for mclusron inthe .

your receipt of thls lett the Company mtends to exclude your proposal on the basrs of your e
lack of comphance wrth the Rule 'S ehglblhty and procedural requlrements

If your respond ina tlmely manner, please be advxsed that the Company reserves its nght to
seek-to exclude your proposal ‘or portions thereof, from its proxy ‘materials on substantive
grounds under the Rule _

Very truly yours,

44%(/}’)

nifer C. McGarey
Corporate Vice President and
Secretary
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. December 4, 2014 _ mp._ = 7 e Ll he N
. Phone ' A & OMB Memorandum M-07-16 ***
Joha R, Chevedden [Fax 07 Fax # .
ha R, Ch 53875 74/ ¢ J

Via Pesiopliel®MB Memorandum M-07- :
To Whom Jt May Concern:

This letter I provided at the request of Mr John R. Chevedden, a customer of Fldchty
Investments, e
Please acoept this letier a5 confimation that as of the date of this lettar, Mr. Chevedden has
comtinucusly owned np fewer than 25,000 shares of CF Industries Holdings, Ine. (CUSIP:
125269100, trading symbol: CF), no fewer than 50.000 shares.of Duke Energy Cotp. (CUSIP:
26441C204, trading symbol: DUK), no fewes than 200,000 shares of Maitel, Inc. (CUSIP:
577081102, trading symbol: MAT), 1o fewer than 100.000 shares of Nortirop Graminan Corp.
Holding Company (CUSIP: 666807102, trading symbol: NOC) and po fewer than 100.000 shares
of Home Depot, Inc. (CUsIP: 437076102 tradmg symbol HD) since June 1, 2013 (in excess of
c:gbteen months) .

The shares réferenced above are regism'ed n the name of Nahonal Fmancnal Setvices LLC, a
m‘c parﬁc)pant (DTC atmber: 02;26) and Fdolny Invaatmems aﬁ'lmc. ¥

1 hopeyou find this. mfonmmonibelpful lf ou i
“fee] freo to contact meby ¢ 800-80 . the hotirs.of 8:30.4.m, and 5:00 p.m.
Central Tinie (Mondsy through Fnda ) Press | when dsked if this call is:a response 10 a-letter or
phone call; press *2 toreach an mdlwdua!, xhen entarmy 3 dxgxt wmmslon 48040 when )
promptod .

0 qucstbon: mgnrdmg this issue, please -




EXHIBIT B




PRINCIPLES OF CORPORATE GOVERNANCE

I; Introduction

: ' The prlmary respons:blllty of the Board of Dlrectors (the “Board”) of :
_____ ... Narthrop Grumman.Corporation- (the. “Company”).is.to foster the long-term e

~ success of the Company, promoting the interests of stockholders. In

accordance with this objective, the Board has adopted these Principles of
 Corporate Governance (these “Principles”), which reinforce the Company’s
- values and provide for effective governance and responsrble business
- . practices. These Principles,. together- wnth‘ the Company’s Certificate of

° oratlon and Bylaws and charters of the committees of the Board,

,-to day busmess and affalrs of the Company are conducted by ltS ,
0 rs and: employees ‘under the direction of the chief executive officer (the
~ “CEQ").and the oversight of the Board. The Board is elected by the '

v :Company s stockholders to maximize value over the long-term by fulflllmg
the Board’s decision- ~making and overs:ght responsnbllltles In discharging
‘these responsnbllltles directors are encouraged and expected to ask

- questions of and raise issues with management as part of thelr thorough and
careful oversight. .

- B. Director Responsibilities

In fulfilling their deusron -making and oversnght responSIblhtles directors
shall exercise their business judgment in a manner that they reasonably



believe to be in the best interests of the Company and its stockholders and
in @ manner consistent with their fiduciary duties. The decision-making
responsibilities of the Board (and its committees) mclude but are not limited
to, the following

. Electmg Directors to fill open Board positions between meetings of
stockholders and evaluating offers of resignation from Directors;
s .Determining. . proposals for.stockholders vote.and. responses. to
‘stockholders proposals;
“Approving revisions to the Company’s bylaws;
Selecting the CEO and electing officers of the Company
Reviewing and approving executive compensation; and
.Rewewmg and-approving significant corporate actions including but not
limited to significant capital utilization decisions, setting the dividend,
mergers and acqunsxtlons significant filings with the SEC, and other
'actlons as ma - ;be d ' med by the Chairman or the lead director, or
: or B - lratlon by the CEO prov:ded that the Board

: en_. and._part ipate in all m "“tm'g”s of the Board o
- and of Board comm;ttees’ on which-they serve-and to spend the time needed
“to prepare for, and make informed decisions at such meetings. It is _
expected that all dlrectors will attend the annual _meeting of stockholders :




_lmpact thel'

III. Board Composition and Leadership
A. Indebendence of Directors

1. Independence Objective and Requirements — It is the objective of the

Board that at least 75% of its members qualify as independent directors,

with such mdependence determined (i) under apphcable Irstlng standards of

Company s categorlcal standards of mdependence set forth in clause 2 below.
(Directors: meeting such requirements are hereinafter referred to as -
“Independent Drrectors” )

The Board annually determines the mdependence of the directors based ona
review by the directors and the Company’s Governance Committee. In

- addition, the Independent Directors have an obligation to inform the Board

of any matenal changes in their circumstances or relatlonshrps that may
"dependence '

2. Cate orl "al St ndards of Independence — A director maybe found not to

: quallfy as an. Independent Dlrector |f he or she:

Has wrthm’ :the pnor three years been a drrector executrve oft" cer or _
tru‘steer of a charltable orgamzatlon that received annual contributions

. ,fam.l y: member - personally performed servnces for the Company and
the annualfees paid by the Company during the precedlng fiscal year
exceeded the greater of '$1 mnlllon or 2% of the gross annual revenues
“of such firm; or

» Has orhas an immediate family member who has, wnthln the prior
three years owned, either directly or indirectly as a- partner,
stockholder or officer of another company, more than 5% of the equity
of an organization that has a material business relationship with
(including significant purchasers of goods or servrces), or more than
5% ownershrp in, the Company :



~of the Lead Independent Director include the follow:ng

For purposes of this section, “immediate family” shall have the meaning set
forth in the NYSE listing standards.

B. Chalrperson of the Board

The Company’s Bylaws provide that the directors will designate a
Chairperson from among its members. The Board believes that it is in the

-..best jnterests of the Company.and its.stockholders for the Board. to have the. .
flexibility to determine the best director to serve as Chairperson of the Board

based on relevant factors. The Chairperson presides at all meetings of the
stockholders and the Board. The Chairperson shall interact directly with all
members of the Board and provide for the. Board effectively to fulfill its
responsibilities.

C. Lead Independent Director

If the Chalrperson is not an Independent Dlrector, the Independent Dlrectors

shall designate from among them a Lead Independent Dlrector ‘The duties

‘SubJect to Sectaon 3 03 of the Company s I ylaws p ___snde at all

;gAdwse the Chairperson onan ap the oard .
~ meetings to assure that there is. sufﬁcnent trme for dISCUSSIon of alt.
- agenda items; - :

« Advise the. Chanrperson on and approve meetmg agendas and the
information sent to’ the Board;

« Interview, along with the Chairperson and the Chalrperson of the :
Governance Committee, Board candidates to be- ‘put forth to the Board
for election.and make recommendatlons to the Governance Commlttee

- and the Board, :

« Have the authorlty to call meetmgs of the Independent Dlrectors

. Serve as a liaison between the Chairperson and the Independent
Directors; and

« If requested by major stockholders, ensure that he or she is available

- for consultation and direct communication. '



D. Board Size and Selection Proc‘ess

) -lection — The size of the Board wnll be set in accordance
wuth the Company s Certificate of Incorporation and Bylaws. Directors will be
‘elected annually by the stockholders for a one-year term expiring at the

annual meeting of stockholders following their election. Between annual
meetings of stockholders, the Board has authority under the Company’s -
- Gertificate of Incorporation and Bylaws to fill dlrector vacancies and. new..
director posmons _

2. Evaluation of Nominees — Nominees for election will be evaluated by the
Governance Committee. In evaluating potential candidates the Governance
Committee shall consider the followmg criteria (which are re- -assessed from
time to tlme) ' S

« High personal and professnonal mtegnty,
» Relevant educational and professional background and expenence
+ Contributions to the dive the Board and fulﬁllment of the
diversity objectives of the
» Ability to contribute towa
..+ . Willingness.to apply for
- -and ability to obtain-and:
Ability to represe

recommen" at
of the CO" pe

, candldates |dew"|f:|éd through other mean S, Stockholders rnay also dlrectly
nominate Board candidates in accordance wnth the procedures set forth in
the Company s Bylaws -

4. ard Nominees — The Board shall nominate for election as dlrector only
candldates who agree to tender, promptly following the annual meeting at
which they are elected as director, resignations that will be effective upon (i)
(A) the failure to receive the requ:red vote at any future meetlng at which
they face re-election, (B) the failure to obtain a top secret security clearance
within 12 months of eléction or appointment to the Board or (C) the failure .
to retain a top secret security clearance once obtained, and (ii) Board -




acceptance of such resngnatlon In addltlon, the Board_shall f“ll dlrector

.resngnatlon tendered by other dlrectors in accordance w1th thls clause 4 A
‘resignation tendered in-accordance with this clause 4(i)(A) must also provide

. that it may not be wrthdrawn unless the Board eliminates the Company’s

; 'ma;orlty voting reqmrement in dlrector electlons (as further dlscussed m

. clause 5. below\ - ST

__Obtam or. Retam a Secuntv Clearance —In accordance with the 'Companyvs
. - Bylaws; if none of. the: Company stockholders prowdes the Company notlce
f_:of anmtentlon _to no in.

"’-"ZWit;hdf'.’ wn ! ons by “the tenth day before:'he‘Companymma‘ils e

its not stockholders, a nominee must receive -
more is or her election or re-election in order to
be-ele to the Board. The Governance Committee will
consider whether the oard should accept a dlrector s resngnatlon submltted

“under

- the dir _ ecunty clearance"WIt, -m_1?2 months -
-of. appomtment or e ectlon or retam a top secret securlty clearance SR

,,;The Board Wlll decude hether to accept or reJect a resrgnatlon wnthm 90
days. followmg certification of the election results by the inspector of

" elections, or failure to obtain or retain a top security clearance, unless the
Board determines that compelling circumstances require that the Board take
additional time to consider the resignation. The Company will disclose the

 Board’s decision (mcludmg, if applicable, the reasons for rejecting a
resignation) in an SEC filing wnthm four business days of such decns:on



be _taken with respect to the _
..'an employee of the- Company 08

. ;requnred to submit h|s or her fés:g.na,tlon for' consideration by the'Board to be
- effective at the tlme that he or she terminates hIS or her servnce W|th the
' Company -

Fcant expenence in f_ :
iensure that otherv .

d;: |f notlce lS erm S

50N ,.f‘ the Board and/or '
2ad In, 1t ) o s shall seek to avoid -
~even an appeara’nce of a conﬂict of mterest Directors shall recuse: .
themselves from any discussion or decision that will or could reasonably be
expected to affect their personal busmess or professional interests.




Dlrectors should not serve on more than three other boards of pubhcly

. traded companles in addition to the’ Company s Board wnthout the written

exception.from:the Chalrperson of the Governance -Committee (or -
Chairperson of the Board, as apprOpnate) A director who is a full-time
employee of the Company may not serve on the board of more than two
other public companies unless approved by the Board. Directors.who are
full-time employees of the Company must obtain the approval of the -

Governance Committee- prior to acceptmg an invitation to serve.on. the board... ...

of any other public company, for-prof't company or non- proﬂt orgamzatnon
F. Retlrement Pohcy :

The Company has a retlrement policy whereby a director will retire at or
before the annual meeting following his or her 72nd birthday; unless the

- Board of Directors. determines, based on special circumstances, that it is in-

..._,IV. Board Operatlon

SR o rnmlttee, _Govern

the Company’s best mterest to request that the director serve beyond such
date. . v _

standing commltteeSfcon lely of - Indepenc ) ; :
membership of these commlttees is usually - determmed at the orgamzatlonal-

meeting of the Board held in conjunction with the annual meeting of
stockholders.

The: Board, with recommendatlons from the Governance Commlttee

appomts the members and chairperson of the committees. These
appointmerits are based on the skills, experience and other qualities of each”
individual director in relation to the requirements of the particular committee.
Commnttee membership is revnewed annually and members are rotated as
appropriate Each standing committee has its own charter which sets forth
the purposes, goals and responsibilities of the committee and is reviewed
annually. The charters are published on the Company’s website.

The Board may} from time to time, establish and maintain additional
standing or ad hoc committees as it deems appropriate. :



Other Board members may attend the Committee meetmgs at the invitation
of the. Commlttee Chairperson. :

B. Board and Com-mittee Meetings and Telephonic Attendance

~ The Board periodically holds meetings at Company locations other than the
Company’s corporate office to provide the directors with an in- depth review
..of the business at that location, a.first-hand view of operations.and.an .
opportunity to interact with local management.

Committee meetings are held in accordance with each committee’s charter.
Committee chairpersons report to the Board on the items discussed and

actions taken at meetings held since the last Committee report to the Board.

The Chairperson will decide whether telephonic attendance at regular Board
meetings is permissible because of special or extenuating circumstances.
Sxmllarly, with respect to. committee meetings, the chairperson of the.

: commlttee shall determine whether telephomc attendance is perm|SS|bIe

' On an annual ba5|s the Board holds an extended meeting to review the
Company s long-term strategy. In addition, at least annually the

.. Chairperson shall provide the Board with a schedule of the expected major o

~agenda toplcs for the upcoming year.
C. : Executive Sessnons

The Board meets in executive session (with the directors only and wnth the

Independent Directors only) following each in-person Board meeting and on

 other occasions as needed. The non-executive. Chalrperson or the Lead
Independent Director presides over the executive sessions of the
Independent Directors. The Audit Commiittee regularly meets in executive-
-session with management and the independent auditor. The Compensation
- Committee.also meets in executive session on a regular basis. All other
committees are given the opportunlty to meet in executive session as they
deem’ necessary

vD : Board and» Committee'Meeting Agendas

The Chalrperson in consultataon wnth the'Lead Independent Dlrector, lf any,
and committee chairpersons, will establish the agenda for each Board
meeting. Any other member of the Board is free to suggest the addition of
any other item(s). The chairpersons of the committees will coordinate
committee meeting agendas with appropriate members of management.
Other committee members are free to suggest additional agenda items.



Materials and information relevant to each meeting of the Board or
committee will be distributed in advance of the meetlng to the extent
approprlate

E. Confidentiality

The proceedings and deliberations of the Board and its committees are

~.-confidential..Each.director shall maintain the confidentiality. of all proprietary,
privileged or otherwise protected information obtained in connection with his
or her service as a director.

F. Director Access to Management and Outside Advisors

The Company will provide each director with access to the management, and
employees of the Company. However, the directors shall not: give direction
to management, other than through the CEO. The Board shall also have
access to outside advisors and shall at its discretion retain mdependent
outside advisors at- the Company’ s expense e

The Board should be entitled to rely on the honesty and mtegnty of the

G. »-Boar.d C.omm-_umcatlon wnth Stakeholders a.nd.vthe zMedn‘a

The Board recogmzes that the long-term lnter‘ests of the Company and its

- stockholders are advanced when they take into account the concerns of
interested third-parties or stakeholders, including’ employees, customers,
business partners, local communities, government officials and the public at
large. It is the policy of the Company that it speaks with a single voice. The

CEO s responsnble for estabhshmg effectnve commumcatlons wsth the

: publlc comments or communlcatmg Wlth the press securlt s,market .
professionals, shareholders (excepted as provided for in. r'If(C)) or other
security. holders concerning matters involving the Company without the prior
-authorlzation of the CEO o

Any lnterested person may commumcate W|th any of the dlrectors or the
Board as a group through the Corporate Secretary by wntmg to the following
address: Office of the Corporate Secretary, Northrop Grumman Corporation,
12980 Fairview Park Drive, Falls Church, VA 22042. The Corporate Secretary
will forward correspondence to the director or directors to whom it is
addressed, except for job inquiries, surveys, business solicitations or
advertisements and other inappropriate material. The Corporate Secretary

10



Board or earller, as

may also. forward certain correspondence elsewhere within the Company for
revuew and possnble response

V. DireCtpr Common Stock OWnership and Compensation
_A. Director Common Stock Ownership

To encourage directors to have a direct and material investment in shares of
.common stock of the Company, each year directors who are not employees
defer a portion of their annual retainer in the form of deferred stock units
that are placed in a deferred stock unlt account The deferred stock is:
distributed to the dire UpOF '

five years of serwce. 113

_ retamer and other annual commrttee retalner fees mto a deferred stock unlt
account AII dlrectors are requwed to own common stock of the Company m

~ with outsrde advusors to *desng compensatron package that is appropnate
for attractmg quahty mdwlduats to serve on the Board. _

C. Drrector Tradmg and Hedgmg Restrnctlons

“Under the Company s Insnder Tradlng Pohcy, dlrectors and officers (1) are .

- -prohibited from trading in Company securities while aware of material,

: nonpubhc information about the- Company, (2) must obtain permission from
the Corporate Secretary prior to trading in- Company Ssecurities; (3) may only
trade during-an “open window”" period; and (4) are prohibited from engaging
in hedging transactions with respect to any of their Company stock or
pledgmg any of their Company stock.

11



VI. Leadership Evaluation and Development
A. CEO Performance Evaluation

The Compensation Committee evaluates the performance of the CEO on an
annual basis based on a specific set of performance goals and objectives and
reports its results to the Independent Directors for final determinations. The
‘Compensation Committee shall propose the CEQ’s compensation based on
such evaluation and shall recommend the CEQ'’s compensation to the
Independent Directors for approval.

B. Succession Planmng

Senior members of management are invited to make presentations to the
Board or committees to provide management insight into items being
‘discussed by the Board or committees and to bring managers with high
potential into contact with the Board. In addition, pursuant to part IV.F
above, Board members always have access to other members of
management and employees of the Company.

v bThe Board beheves that providing for continuity of leadership is crltlcal to the.
success of the Company Therefore, processes are in place: &

. Annually to evaluate the CEO based on a specific set of performance
~--goals and objectives;- '
= For the CEO annually to provide the Compensatlon Commlttee wuth a
. review of succession plans and assessment of persons considered
. potential successors to senior management positions and report and
. discuss the results of these reviews with the Board; and -
+ To support continuity of top leadership and CEO successnon, mcludmg
~through annual reports to the Board by the Compensation Committee.

C. Dl.recto_r Orlentatlon and»»Contmumg Education

All new directors receive an orlentatlon ‘which is individually designed for
each director taking into account his or her experience, background,
education and Board committee assignments. This orientation includes one-
on-one meetings with senjor management and written materials on the
Company and its products and operations. Directors are also encouraged
periodically to attend, at the Company’s expense, director continuing
education programs.

12



S avallable on the Company s webs;te

D. Annual Self-Evaluation by the Board and Committees

The Governance Committee will oversee an annual self-evaluation of the
Board and its Committees. The Board will consider how the Board has
operated and performed. The Lead Independent Director or the Chairperson
will also meet with each director on an individual basis to discuss an
assessment of their individual and Board performance. Each Committee will
_also conduct an annual self-evaluation. : :

VII. Integrity of the Board and Management
A. Standards of Business Conduct and Company Pohcnes

Ethics, values and compliance are central to the Company s ldent:ty and
performance. The Board requires all directors, officers, employees and
representatives to act with integrity and to maintain-high ethical standards
at all times. : :

~The Company has adopted Standards of Busmess .Conduct and various ,
policies that apply to all directors, officers, employees, consultants, agents,
‘contract labor and others who represent the Company. Directors are

~ required to comply with the Standards of Business Conduct and all other
- - applicable Company policies. The Standards of Busmess Conduct are

"B Related Party Transactlons .

The Board has adopted a pollcy that requlres that any transactlon between
the Company and any “related person” that is in excess of $120,000 and in
‘which the related person had, has or will have a direct or indirect material
interest be disclosed to the Company’s Office of Corporate Secretary and the
Governance Committee. (A “related person” is a director, executive officer,
director nominee, any beneficial holder of greater than 5% of any class of
Company securities and any member of the immediate family of the
aforementioned persons.) The Governance Committee will review the
transaction and if it determines that transaction is in the best interests of the
Company and its stockholders, it may recommend it for approval and
ratification by the Board.

As amended September 17, 2014.

13



