
 
 
 

 

 
 
 
 

 

 

 

January 13, 2025 

 
Via Online Shareholder Proposal Form 
 
U.S. Securities and Exchange Commission  
Division of Corporation Finance  
Office of Chief Counsel  
100 F Street, NE 
Washington, DC 20549 

Re: Northrop Grumman Corporation 
Exclusion of Shareholder Proposal by John Chevedden 
 

Ladies and Gentlemen: 

We are writing on behalf of our client, Northrop Grumman Corporation (the “Company”), to 
inform you of the Company’s intention to exclude from its proxy statement and proxy to be filed 
and distributed in connection with its 2025 annual meeting of shareholders (the “Proxy 
Materials”), the enclosed shareholder proposal and supporting statement (the “Proposal”) 
submitted by John Chevedden (the “Proponent”). 
 
The Company respectfully requests that the staff of the Division of Corporation Finance (the 
“Staff”) of the U.S. Securities and Exchange Commission (the “Commission”) advise the 
Company that it will not recommend any enforcement action to the Commission if the Company 
excludes the Proposal from its Proxy Materials for the reasons discussed below.  
 
Pursuant to Rule 14a-8(j) under the Securities Exchange Act of 1934, as amended (the 
“Exchange Act”) and Staff Legal Bulletin No. 14D (November 7, 2008) (“SLB 14D”), the 
Company is submitting electronically to the Commission this letter and the Proposal (attached as 
Exhibit A to this letter) and is concurrently sending a copy to the Proponent. 
 
Background  
 
On December 3, 2024, the Company received the Proposal from the Proponent.  The Proposal 
states as follows: 
 

Shareholders ask the Board of Directors to amend the Company Policy on recoupment of 
incentive pay to apply to the [sic] each Named Executive Officer and to state that conduct 
or negligence – not merely misconduct – shall trigger mandatory application of that 
policy.  Also the Board shall report to shareholders in each annual meeting proxy the 
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results of any deliberations regarding the policy, including the Board’s reasons for not 
applying the policy after specific deliberations conclude, about whether or not to cancel 
or seek recoupment of unearned compensation paid, granted or awarded to NEOs under 
this policy. 
 
This improved clawback policy shall at least be included in the Governess [sic] 
Guidelines of the Company or similar document and be easily accessible on the Company 
website. 
 
The current Clawback Policy is incomplete and can be difficult for shareholders to 
access. 
 
Wells Fargo offers a prime example of why Northrop Grumman (NOC) needs a stronger 
policy.  After 2016 Congressional hearings, Wells Fargo agreed to pay $185 million to 
resolve claims of fraudulent sales practices.  The Wells Fargo Board then moved to claw 
back $136 million from 2 top executives.  Wells Fargo unfortunately concluded that the 
CEO had only turned a blind eye to the practice of opening fraudulent accounts and thus 
failed to attempt any clawback and left $136 million on the table. 
 
At minimum this proposal alerts NOC shareholders that NOC executives can now be 
richly rewarded even when they are negligent.  This is the wrong incentive for NOC 
executives at a time when the best incentives for NOC executives should be adopted. 

 
Bases for Exclusion 
 
The Proposal may be excluded under Rule 14a-8(i)(3) because the Proposal is materially false 
and misleading in violation of Rule 14a-9.  
 
The Proposal may be excluded under Rule 14a-8(i)(3) on the basis that it is so vague as to be 
false and misleading in violation of Rule 14a-9.  The Proposal includes a request that the 
Company’s Board of Directors (the “Board”) amend the “Company Policy on recoupment” to 
apply not just to misconduct, but also to “conduct or negligence,” without providing any 
parameters on what form of “conduct” would be covered or to what activities the proposed new 
“negligence” standard should apply, thus rendering the Proposal subject to any number of 
interpretations.  In addition, the Proposal requests that such “conduct or negligence” trigger 
mandatory application of the recoupment policy while simultaneously requesting disclosure of 
the Board’s deliberations as to whether or not to apply the policy and recoup compensation, 
implying that the Board would retain some discretion in the policy’s application.  
 
Rule 14a-8(i)(3) permits a company to exclude all or portions of a shareholder proposal “[i]f the 
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proposal or supporting statement is contrary to any of the Commission’s proxy rules, including 
[Rule] 14a-9, which prohibits materially false or misleading statements in proxy soliciting 
materials.”  Further, the Staff takes the view that a proposal may be excluded pursuant to Rule 
14a-8(i)(3) on the basis that the proposal is so vague and indefinite as to be misleading where 
“neither the stockholders voting on the proposal, nor the company in implementing the proposal 
(if adopted), would be able to determine with any reasonable certainty exactly what actions or 
measures the proposal requires.”  Staff Legal Bulletin No. 14B (September 15, 2004).  A 
proposal may be materially misleading as vague and indefinite when the “meaning and 
application of terms and conditions . . . in the proposal would have to be made without guidance 
from the proposal and would be subject to differing interpretations” such that “any action 
ultimately taken by the [c]ompany upon implementation [of the proposal] could be significantly 
different from the actions envisioned by shareholders voting on the proposal.”  See Fuqua 
Industries, Inc. (March 12, 1991). 
 
The Staff has consistently concurred in exclusion of shareholder proposals under Rule 14a-
8(i)(3) where the proposal fails to define key terms.  See, e.g., The Boeing Co. (February 23, 
2021) (concurring in exclusion of a proposal requiring that 60% of the company’s directors 
“must have an aerospace/aviation/engineering executive background” where such phrase was 
undefined); Apple Inc. (December 6, 2019) (concurring in exclusion of a proposal seeking to 
“improve guiding principles of executive compensation” that did not provide an explanation or 
definition of the key term “executive compensation”); AT&T Inc. (February 21, 2014) 
(concurring in exclusion of a proposal requesting a review of policies and procedures related to 
the “directors’ moral, ethical and legal fiduciary duties and opportunities,” where such phrase 
was undefined); The Boeing Co. (January 28, 2011, reconsideration granted March 2, 2011) 
(concurring in exclusion of a proposal requesting that senior executives relinquish preexisting 
“executive pay rights,” where the proposal did not sufficiently explain the meaning of “executive 
pay rights”); and General Motors Corp. (March 26, 2009) (concurring in exclusion of a proposal 
to “eliminate all incentives for the CEOs and the Board of Directors,” where the proposal did 
not define “incentives”).  
 
The Staff has also consistently concurred in exclusion of shareholder proposals under Rule 14a-
8(i)(3) where the proposal contained an essential term or phrase without providing necessary 
guidance on its implementation such that, in applying the particular proposal to the company, 
neither the company nor shareholders would be able to determine with any reasonable certainty 
what actions or measures the proposal requires.  See, e.g., Ebay Inc. (April 10, 2019) (concurring 
in exclusion of a proposal requesting that the company “reform the company’s executive 
compensation committee” because “neither shareholders nor the Company would be able to 
determine with any reasonable certainty the nature of the ‘reform’ the [p]roposal is requesting,” 
and that, therefore, “the proposal, taken as a whole, is so vague and indefinite that it is rendered 
materially misleading”); and Cisco Systems, Inc. (October 7, 2016) (concurring in exclusion of a 
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proposal requesting that the board “not take any action whose primary purpose is to prevent the 
effectiveness of shareholder vote without a compelling justification for such action,” where it 
was unclear what board actions would “prevent the effectiveness of [a] shareholder vote” and 
how the essential terms “primary purpose” and “compelling justification” would apply to board 
actions). 
 
In the current instance, the Proposal requests that the “Company Policy on recoupment” apply 
not just to misconduct, but also to “conduct or negligence.”  “Conduct” is an exceedingly broad 
concept that could include any number of different forms of behavior, including conduct that is 
generally perceived to be good, bad or neutral with regard to impact on the Company or 
otherwise.  Not only does the Proposal fail to define “conduct” at all or put any parameters on 
what “conduct” should be covered, it does not provide any contextual direction, whether through 
references to particular provisions of the Northrop Grumman Policy Regarding the Recoupment 
of Certain Incentive Compensation Payments (the “Company Recoupment Policy”) that it seeks 
to amend or otherwise.  As a result, neither shareholders nor the Company would be able to 
determine with any reasonable certainty what type, manner or level of “conduct” should trigger 
mandatory recoupment, and the Proposal would be subject to differing interpretations, including 
potentially requiring recoupment of incentive compensation based on conduct that has benefited 
the Company.  Because the Proposal offers no guidance to address or resolve this ambiguity, any 
action taken by the Company to implement the Proposal could be significantly different from the 
actions envisioned by shareholders.  
 
Further, the Proposal would apply an undefined negligence standard to the Company 
Recoupment Policy without specifying to what activities the proposed negligence standard 
should apply.  The Company Recoupment Policy includes two separate recoupment provisions – 
Section 2, which implements the required recoupment provision under NYSE 303A.14 as 
provided in Exchange Act Rule 10D-1 (“Rule 10D-1”), and Section 3, which goes beyond the 
NYSE listing standards to provide for additional recovery of incentive compensation in certain 
situations.  The Proposal does not specify which provisions it seeks to amend, including 
potentially existing negligence-based triggers included in Section 3 of the Company Recoupment 
Policy.1   
 
In addition, it is not clear how the Proposal’s multiple requests work together.  Initially, the 
Proposal states that “conduct or negligence – not merely misconduct – shall trigger mandatory 
application of that policy.”  Immediately thereafter, the Proposal requests that the Board “report 
to shareholders in each annual meeting proxy the results of any deliberations regarding the 
policy, including the Board’s reasons for not applying the policy after specific deliberations 

 
1 With respect to Section 2, as discussed in more detail below, the Company’s current provision applies a “no-fault” 
standard.  It is unlikely that the Proponent intended to heighten the burden in Section 2 by turning the “no-fault” 
standard into a negligence standard nor could that be implemented given the requirements of Rule 10D-1. 
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conclude, about whether or not to cancel or seek recoupment of unearned compensation paid, 
granted or awarded to NEOs under this policy” (emphasis added).  If the policy were to require 
mandatory recoupment in the case of “conduct or negligence,” then the Board would not be able 
to exercise discretion in applying the triggering circumstances and there would not be Board 
deliberations to disclose.  The Proposal provides no guidance to resolve this inconsistency and 
neither the Company nor shareholders would be able to determine with any reasonable certainty 
what the Proposal requires.  Moreover, if the Company were to interpret the Proposal as allowing 
for discretion, as contemplated by the Proposal, such interpretation may be contrary to what 
some shareholders might expect.  
 
Public companies have undertaken a number of different approaches to recoupment policies, 
which include different triggers for application of the policy and different forms of conduct that 
may be necessary in triggering a policy.  Some companies have drafted their policies narrowly to 
comply with exchange listing standards implemented as required by Rule 10D-1 and others have 
drafted their policies to provide the company additional opportunity to recoup compensation, as 
the Company has done.  It is therefore imperative that each key term of a recoupment policy be 
clearly defined or otherwise discernable, as these terms and the parameters they set out will 
determine what behaviors will trigger a recoupment.  Accordingly, and similar to the 
circumstances set out in the no-action letters listed above, the Proposal is fundamentally flawed 
in its lack of precision, clarity or consistency. 
 
For the reasons stated above, shareholders voting on the Proposal would not be able to 
reasonably ascertain what actions or measures the Proposal requires, and the Company would not 
know how to properly implement the Proposal if adopted.  Therefore, the Proposal may properly 
be excluded from the Proxy Materials under Rule 14a-8(i)(3) on the basis that the Proposal is so 
vague as to be materially false and misleading in violation of Rule 14a-9. 
 
To the extent that the intent of the Proposal may be discerned, the Proposal may be excluded 
under Rule 14a-8(i)(10) because the Company has already substantially implemented the 
Proposal. 
 
The purpose of the exclusion provided under Rule 14a-8(i)(10) is to “avoid the possibility of 
shareholders having to consider matters which have already been favorably acted upon by 
management.” Commission Release No. 34-12598 (July 7, 1976).  While the exclusion was 
originally interpreted to allow exclusion of a shareholder proposal only when the proposal was 
“‘fully’ effected” by the company, the Commission has revised its approach to the exclusion 
over time to allow for exclusion of proposals that have been “substantially implemented.” 
Commission Release No. 34-20091 (August 16, 1983) and Commission Release No. 34-40018 
(May 21, 1998).  In applying this standard, the Staff has noted that “a determination that the 
[c]ompany has substantially implemented the proposal depends upon whether [the company’s] 
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particular policies, practices and procedures compare favorably with the guidelines of the 
proposal.”  Texaco, Inc. (March 6, 1991, reconsideration granted March 28, 1991).  

In addition, when a company can demonstrate that it already has taken actions that address the 
“essential objective” of a shareholder proposal, the Staff has concurred that the proposal has 
been substantially implemented and may be excluded as moot, even where the company’s 
actions do not precisely mirror the terms of the shareholder proposal.  See, e.g., Delta Air Lines, 
Inc. (March 12, 2018) (concurring in exclusion of a proposal requesting adoption of proxy access 
bylaws where the bylaws adopted by the company differed from the terms requested in the 
proposal); Assembly Biosciences, Inc. (February 26, 2018) (same); and JetBlue Airways 
Corporation (January 23, 2018) (same). 

To the extent that the intent of the Proposal may be discerned, the Company believes that the 
Proposal may be excluded as “substantially implemented” because the Company already 
maintains the Company Recoupment Policy under which:  
 

 In the case of an accounting restatement, “unearned” compensation would be recovered 
from NEOs (as well as from the broader group of “executive officers”) without regard to 
fault on the part of the executive; and 

 All or a portion of any performance-based short or long-term cash or equity incentive 
payment made to an “elected officer” may be reimbursed to the Company if the executive 
engages in any of the enumerated actions within the policy. 

Thus, the essential objective of the Proposal, to ensure that the Company has a recoupment 
policy allowing it to recover compensation from NEOs for a range of conduct, is already more 
than encompassed by the Company Recoupment Policy, which exceeds the requirements of Rule 
10D-1.  
 
With respect to recovery of incentive compensation in case of a restatement, the Company 
Recoupment Policy governs the recoupment and/or forfeiture of incentive compensation 
provided to executive officers without regard to misconduct (or any conduct at all) on the part of 
the executive.  In addition to the “no-fault” provision found in Section 2 of the Company 
Recoupment Policy, Section 3 provides for additional recoupment of incentive compensation 
payments when (i) the payment was predicated on achieving or reflects certain financial results 
that were subsequently the subject of a restatement and the restatement was a result of the 
executive’s misconduct or failure to report another’s misconduct, (ii) the executive engaged in 
fraud, bribery or any other illegal act, or failed to report another’s fraud, bribery or illegal act, 
and such misconduct caused significant financial or reputational harm to the Company, or (iii) 
the executive was grossly negligent in failing to supervise another employee, as a result of which 
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the other employee was able to engage in (a) misconduct that led to a restatement, or (b) illegal 
misconduct that caused significant financial or reputational harm to the Company. 
 
The Company Recoupment Policy is publicly available via the Company’s filings with the 
Commission.2 The provisions of the Company Recoupment Policy are substantially comparable 
to, and in certain respects exceed, the requests in the Proposal, as illustrated in detail in the 
following table: 
 
Proposal Request Current Company Practice 

“Shareholders ask the 
Board of Directors to 
amend the Company 
Policy on recoupment of 
incentive pay to apply to 
each Named Executive 
Officer…” 

The Company maintains the Company Recoupment Policy, 
which applies to the Company’s current and former executive 
officers, including the NEOs.  

“… to state that conduct or 
negligence – not merely 
misconduct…”  

Section 2 of the Company Recoupment Policy applies without 
regard to fault or misconduct by the executive, which meets the 
essential objective of the Proposal as it could apply to any 
conduct in the case of an accounting restatement.  
 
Section 3 of the Company Recoupment Policy allows the 
Company to go beyond the requirements of Rule 10D-1 and seek 
recoupment of compensation in response to certain conduct by 
an executive.  The language of Section 3 allows for recovery in 
certain instances analogous to negligence – for instance, a failure 
to report fraud or misconduct would be a breach of the duty of 
care and duty of oversight imposed on executive officers, 
including NEOs.  As a result, such additional conduct could 
constitute negligence and could trigger recoupment, which 
compares favorably with the Proposal’s stated request.  

“…shall trigger mandatory 
application…” 

Application of Section 2 of the Company Recoupment Policy is 
mandatory in the case of a triggering restatement. 

“…the Board shall report 
to shareholders in each 
annual meeting proxy the 

Under Item 402(w) of Regulation S-K, the Company will be 
required to disclose an explanation of any decision not to pursue 
recovery under Section 2 of the Company Recoupment Policy. 

 
2 The Company Recoupment Policy is filed as Exhibit 97.1 to the Company’s Annual Report on Form 10-K for the 
fiscal year ended December 31, 2023 and is attached hereto as Exhibit B.  
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Proposal Request Current Company Practice 

results of any deliberations 
regarding the 
policy…about whether or 
not to cancel or seek 
recoupment…” 

“…of unearned 
compensation paid, granted 
or awarded…” 

Section 2 of the Company Recoupment Policy applies to 
incentive compensation granted, earned, or vested based in 
whole or in part on the Company’s attainment of a “financial 
reporting measure” (as defined therein) during a three-year 
lookback period. 
 
Section 3 of the Company Recoupment Policy applies to all 
performance-based short or long-term cash or equity incentive 
payments during a three-year lookback period. 

“This improved clawback 
policy shall at least be 
included in the Governess 
[sic] Guidelines of the 
Company or similar 
document and be easily 
accessible on the Company 
website.” 

The Company Recoupment Policy is filed with the Company’s 
Annual Report on Form 10-K as required under Commission 
rules. 
 
 

 
As illustrated above, the Company Recoupment Policy more than meets the essential objective of 
the Proposal, as it ensures that the Company recovers unearned pay in the case of a restatement, 
without regard to fault by an executive, and additionally allows for recovery of incentive 
compensation following a broad range of conduct by the NEOs and other executive officers, 
including negligent conduct, contrary to the interests of the Company and its shareholders.  
Therefore, because the provisions contained in the Company Recoupment Policy compare 
favorably with, and thus substantially implement, the guidelines of the Proposal, the Proposal 
may properly be excluded from the Proxy Materials under Rule 14a-8(i)(10). 
 
Conclusion 
 
For the foregoing reasons, we respectfully request that the Staff, consistent with its prior no-
action letters, concur that it will take no action if the Company excludes the Proposal from its 
Proxy Materials pursuant to Rule 14a-8(i)(3) or Rule 14a-8(i)(10). 
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If the Staff has any questions with respect to the foregoing, or if for any reason the Staff does not 
agree that the Company may exclude the Proposal from its Proxy Materials, please do not 
hesitate to contact me at Meredith.Cross@wilmerhale.com or (212) 295-6644, or Jennifer C. 
McGarey, Corporate Vice President and Secretary, Northrop Grumman Corporation at 
Jennifer.McGarey@ngc.com or (703) 280-4011.  In addition, should the Proponent choose to 
submit any response or other correspondence to the Commission, we request that the Proponent 
concurrently submit that response or other correspondence to the Company, as required pursuant 
to Rule 14a-8(k) and SLB 14D, and copy the undersigned. 

Best regards, 

Meredith B. Cross 

Enclosures 

cc: Jennifer C. McGarey, Corporate Vice President and Secretary 
Northrop Grumman Corporation 

Lillian Brown, Partner 
Wilmer Cutler Pickering Hale and Dorr LLP 

John Chevedden 
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EXHIBIT B 
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