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ITEM 1.01 Entry into a Material Definitive Agreement.

Merger Agreement

On March 30, 2011, Northrop Grumman Corporation (the “Company”), completed a corporate reorganization (the “Holding Company Reorganization”) to
create a new holding company structure. The Holding Company Reorganization was effected by action of the board of directors of the Company without a vote
of the Company’s stockholders pursuant to Section 251(g) of the Delaware General Corporation Law (the “DGCL”). In accordance with Section 251(g) of the
DGCL, Titan Merger Sub Inc., a Delaware corporation and indirect, wholly owned subsidiary of the Company (formerly New P, Inc.) (“Merger Sub”),
merged with and into Titan II, Inc. (formerly Northrop Grumman Corporation), a Delaware corporation (“Titan II”), with Titan II as the surviving corporation
and an indirect, wholly owned subsidiary of the Company (the “Merger”). The Merger was completed pursuant to the terms of an Agreement and Plan of
Merger among Titan II, the Company and Merger Sub, dated March 29, 2011 (the “Merger Agreement”). At the effective time of the Merger and in connection
with the Holding Company Reorganization, (i) the Company changed its name from New P, Inc. to “Northrop Grumman Corporation,” and Titan II changed
its name from Northrop Grumman Corporation to “Titan II Inc.” and (ii) all of the outstanding shares of capital stock of Titan II were converted into the same
number of shares of the same class of capital stock of the Company. Outstanding equity-based awards with respect to common stock of Titan II have been
converted to equity-based awards with respect to common stock of the Company. The board of directors of the Company immediately after completion of the
Holding Company Reorganization is composed of the same persons who were on the board of directors of Titan II immediately prior to the Holding Company
Reorganization. A copy of the Merger Agreement is filed as Exhibit 10.1 to this Current Report on Form 8-K.

Upon consummation of the Merger, the Company’s common stock was deemed to be registered under Section 12(b) of the Securities Exchange Act of 1934, as
amended, pursuant to Rule 12g-3(a) promulgated thereunder. For purposes of Rule 12g-3(a) the Company is the successor issuer to Titan II.

Separation and Distribution Agreement

On March 29, 2011, the Company entered into a Separation and Distribution Agreement (the “Separation Agreement”) with Titan II, Huntington Ingalls
Incorporated, Inc., a Delaware corporation (“HII”), Northrop Grumman Shipbuilding, Inc., a Virginia corporation and Northrop Grumman Systems
Corporation, a Delaware corporation (“NGSC”), pursuant to which HII was legally and structurally separated from the Company.

Pursuant to the terms of the separation agreement, (i) the Company completed the Holding Company Reorganization as described above, (ii) the Company and
HII effected certain transfers of assets and assumed certain liabilities so that each of the Company and HII retained both the assets of and liabilities associated
with their respective businesses, (iii) subject to certain exceptions, all agreements, arrangements, commitments and undertakings, including all intercompany
accounts payable or accounts receivable, including intercompany indebtedness and intercompany work orders between the Company and HII were terminated,
effective no later than March 31, 2011 (the “Distribution Date”), (iv) the Company and HII agreed to share certain gains and liabilities and (v) the Company
distributed, on a pro rata basis, all of the issued and outstanding shares of common stock of HII to the Company’s stockholders via a pro-rata dividend (the
“Spin-Off”).

Consummation of the Spin-Off was subject to customary closing conditions that were satisfied prior to the Spin-Off, including, among other things, that
(i) the Securities and Exchange Commission (the “SEC”) declare effective HII’s registration statement on Form 10 relating to the registration of HII common
stock under the Securities Exchange Act of 1934, (ii) no stop order of the SEC suspending effectiveness of the Form 10 be in effect prior to the Spin-Off and
(iii) the HII common stock be authorized for listing on the New York Stock Exchange.

In addition to, and concurrently with, the Separation Agreement, the Company, HII and certain of their respective subsidiaries entered into certain ancillary
agreements, including (i) an Employee Matters Agreement that sets forth agreements between the Company and HII as to certain employment, compensation
and benefits matters, (ii) an Insurance Matters Agreement that allocates to the Company and HII rights regarding various policies of insurance, (iii) an
Intellectual Property License Agreement pursuant to which NGSC and its affiliates license certain of its intellectual property to NGSB and its affiliates and
NGSB and its affiliates license certain of its intellectual property to NGSC and its affiliates, (iv) a Tax Matters Agreement that governs rights and obligations
after the Spin-Off with respect to matters regarding U.S. Federal, state, local and foreign income taxes and other taxes, including tax liabilities and benefits,
attributes, returns and contests,
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and (v) a Transition Services Agreement under which the Company or certain of its subsidiaries will provide HII with certain services for a limited time to help
ensure an orderly transition following the distribution.

The foregoing description of the Separation Agreement is qualified in its entirety by reference to the full text of the Separation Agreement, which is filed as
Exhibit 10.2 to this Current Report on Form 8-K and is hereby incorporated by reference. All stockholders of the Company are urged to read the Separation
Agreement carefully and in its entirety. The description of the Separation Agreement has been included to provide you with information regarding its terms. It is
not intended to provide any other factual information about the Company.

ITEM 2.01 Completion of Acquisition or Disposition of Assets.

The information relating to the Company’s acquisition of Titan II described in Item 1.01 is incorporated herein by reference.

Additionally, on March 31, 2011, the Company announced that it had completed the previously announced Spin-Off of HII. Effective as of 12:01 a.m.,
Eastern time on the Distribution Date, the common stock of HII was distributed, on a pro rata basis, to the Company’s stockholders of record as of the close
of business of the New York Stock Exchange on March 30, 2011 (the “Record Date”). On the Distribution Date, each of the stockholders of the Company
received one share of HII common stock for every six shares of common stock of the Company that he, she or it held on the Record Date. Each stockholder
will receive cash in lieu of any fractional shares of HII common stock. The Spin-Off was completed pursuant to the Separation Agreement. A copy of the press
release announcing the Spin-Off is filed as Exhibit 99.1 to this Current Report on Form 8-K.

ITEM 5.02 Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory Arrangements of
Certain Officers.

In connection with the completion of the Holding Company Reorganization, Wesley G. Bush, Lewis W. Coleman, Victor H. Fazio, Donald E. Felsinger,
Stephen E. Frank, Bruce S. Gordon, Madeleine Kleiner, Karl J. Krapek, Richard B. Myers, Aulana L. Peters and Kevin W. Sharer resigned from the Board
of Directors of Titan II following the Merger and were appointed as members of the Board of Directors of the Company.

ITEM 5.03 Amendments to Articles of Incorporation or Bylaws; Change in Fiscal Year.

On March 29, 2011, the Company filed a certificate of amendment to its Certificate of Incorporation (the “Certificate of Amendment”), changing the
Company’s name from New P, Inc. to Northrop Grumman Corporation, effective immediately after the effectiveness of the Merger. The Certificate of
Amendment is attached hereto as Exhibit 3.1.

ITEM 9.01 Financial Statements and Exhibits

     (b) Pro Forma Financial Information.

     The unaudited pro forma condensed consolidated statements of operations of Northrop Grumman Corporation for the years ended December 31, 2010,
2009 and 2008 and unaudited pro forma condensed consolidated statement of financial position of Northrop Grumman Corporation dated as of December 31,
2010 are filed as Exhibit 99.2 to this Current Report on Form 8-K.

     (d) Exhibits.
   
Exhibit No. Description
3.1  Certificate of Amendment to Restated Certificate of Incorporation of Northrop Grumman Corporation (formerly New P, Inc.)
   
10.1

 
Agreement and Plan of Merger among Titan II Inc. (formerly Northrop Grumman Corporation), Northrop Grumman Corporation (formerly New
P, Inc.) and Titan Merger Sub Inc., dated March 29, 2011.
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Exhibit No. Description
10.2

 

Separation and Distribution Agreement, dated as of March 29, 2011, between Titan II Inc. (formerly Northrop Grumman Corporation),
Northrop Grumman Corporation (formerly New P, Inc.), Huntington Ingalls Industries, Inc., Northrop Grumman Shipbuilding, Inc., and
Northrop Grumman Systems Corporation

   
99.1  Press release issued March 31, 2011 by Northrop Grumman Corporation
   
99.2

 

Unaudited pro forma condensed consolidated statements of operations of Northrop Grumman Corporation for the years ended December 31,
2010, 2009 and 2008 and unaudited pro forma condensed consolidated statement of financial position of Northrop Grumman Corporation dated
as of December 31, 2010

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this Report to be signed on its behalf by the undersigned
hereunto duly authorized.
     
 NORTHROP GRUMMAN CORPORATION  

  

April 4, 2011  
(Date) By:  /s/ Jennifer C. McGarey  

  (Signature)   

  Jennifer C. McGarey
Corporate Vice President and Secretary  

 

 



Exhibit 3.1

CERTIFICATE OF AMENDMENT
OF

RESTATED CERTIFICATE OF INCORPORATION
OF

NEW P, INC.,

(filed under and pursuant to Section 242 of the
Delaware General Corporation Law)

March 30, 2011

     The undersigned, for purposes of filing this Certificate of Amendment of Restated Certificate of Incorporation of New P, Inc., a Delaware corporation (the
“Corporation”), under and pursuant to Section 242 of the Delaware General Corporation Law (the “ DGCL”), hereby certifies as follows:

     FIRST: The name of the Corporation is New P, Inc.

     SECOND: The Corporation filed its original Certificate of Incorporation with the Secretary of the State of the State of Delaware on August 4, 2010.

     THIRD: The Restated Certificate of Incorporation of the Corporation is hereby amended by deleting the text of Article FIRST in its entirety and replacing it
with the following:

  “The name of the Corporation (the “Corporation”) is: Northrop Grumman Corporation”

     FOURTH: The sole stockholder of the Corporation, by unanimous written consent, voted in favor of the foregoing amendment.

     FIFTH: The foregoing amendment was duly adopted in accordance with the provisions of Section 228 and 242 of the DGCL.

[Signature Page Follows]

 



 

     IN WITNESS WHEREOF, the Corporation has caused this certificate to be signed by its duly authorized officer as of the date first written above.
     
 NEW P, INC.

 
 

 By:  /s/ Mark Rabinowitz  
  Name:  Mark Rabinowitz  
  Title:  Corporate Vice President & Treasurer  
 

 



Exhibit 10.1

EXECUTION COPY

AGREEMENT AND PLAN OF MERGER

     THIS AGREEMENT AND PLAN OF MERGER (this “ Agreement”), dated as of March 30, 2011, is by and among Northrop Grumman Corporation, a
Delaware corporation (“NGC”), New P, Inc., a Delaware corporation and a direct, wholly owned subsidiary of NGC (“ New NGC”), and Titan Merger Sub
Inc., a Delaware corporation and an indirect, wholly owned subsidiary of New NGC (“ Merger Sub”).

RECITALS

     A. The Boards of Directors of NGC and Merger Sub deem it advisable and in the best interests of NGC and Merger Sub, respectively, that Merger Sub
merge with and into NGC, in accordance with Section 251(g) of the Delaware General Corporation Law (the “ DGCL”) and upon the terms and subject to the
conditions of this Agreement (the “Merger”), and have approved and adopted this Agreement.

     B. The Restated Certificate of Incorporation and the Bylaws of New NGC immediately following the Effective Time (as defined below) will contain
provisions identical to the Restated Certificate of Incorporation and the Bylaws of NGC immediately prior to the Effective Time (other than with respect to
matters excepted by Section 251(g) of the DGCL).

     C. The Restated Certificate of Incorporation and the Bylaws of the Surviving Corporation (as defined below) immediately following the Effective Time will
contain provisions identical to the Restated Certificate of Incorporation and the Bylaws of NGC immediately prior to the Effective Time (other than with
respect to matters excepted by Section 251(g) of the DGCL).

     D. The directors and officers of Merger Sub immediately prior to the Merger will be the directors and officers of the Surviving Corporation as of the
Effective Time.

     E. The directors and officers of NGC immediately prior to the Merger will be the directors and officers of New NGC as of the Effective Time.

     F. The Board of Directors of NGC has received evidence in form and substance reasonably satisfactory to it indicating that (i) the Merger qualifies as a tax-
free reorganization under Section 368(a) of the Internal Revenue Code of 1986, as amended (the “ Code”) and as a tax-free exchange under section 351(a) of the
Code, and the rules and regulations promulgated under such sections and related provisions of the Code and (ii) that the holders of NGC common stock will
not recognize gain or loss for United States federal income tax purposes as a result of the Merger.

AGREEMENT

     In consideration of the foregoing and the mutual covenants and agreements herein contained, and intending to be legally bound hereby, the parties agree as
follows:

 



 

     1. The Merger. Upon the terms and subject to the conditions set forth in this Agreement, and in accordance with the provisions of Section 251(g) of the
DGCL, Merger Sub shall be merged with and into NGC and NGC shall be the entity surviving the Merger (in this capacity, the “ Surviving Corporation”).
Merger Sub and NGC are the only constituent entities to the Merger.

     2. Filing Time; Effective Time. At such time as mutually agreed upon by the parties hereto, NGC shall cause a properly executed certificate of merger
conforming to the requirements of the DGCL to be filed with the Secretary of State of the State of Delaware. The Merger shall become effective at the time
specified in the aforementioned certificate of merger or, if no such time is specified, upon such filing (the “ Effective Time”).

     3. Effects of the Merger. At the Effective Time (a) Merger Sub shall be merged with and into NGC and the separate existence of Merger Sub shall cease and
(b) the Merger shall have the effects provided for herein and in the DGCL (including, without limitation, Section 251(g) and Section 259).

     4. Certificate of Incorporation and Bylaws .

          (a) Surviving Corporation.

               (i) The Restated Certificate of Incorporation of NGC as in effect immediately prior to the Effective Time shall be the certificate of incorporation of the
Surviving Corporation, except for the following amendments thereto:

          Article FIRST shall be amended to read in its entirety as follows:

               FIRST: The name of the corporation is Titan II Inc. (the “Corporation”).

          The first sentence of Article FOURTH shall be amended to read in its entirety as follows:

FOURTH: 1. The total number of shares of stock which the Corporation shall have authority to issue is Two Hundred (200), consisting of One
Hundred (100) shares of Common Stock, par value One Dollar ($1.00) per share (the “Common Stock”), and One Hundred (100) shares of
Preferred Stock, par value One Dollar ($1.00) per share (the “Preferred Stock”).

          A new article SIXTEENTH shall be added, reading as follows:

SIXTEENTH: Any act or transaction by or involving the Corporation, other than the election or removal of directors of the Corporation, that requires
for its adoption under the General Corporation Law of the State of Delaware or this Restated Certificate of Incorporation the approval of the
stockholders of the Corporation shall, pursuant to Section 251(g)(7)(i) of the General
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Corporation Law of the State of Delaware, require, in addition, the approval of the stockholders of Northrop Grumman Corporation (or any
successor by merger), by the same vote as is required by the General Corporation Law of the State of Delaware and/or by this Restated Certificate of
Incorporation.

               (ii) The Bylaws of Merger Sub in effect at the Effective Time shall be the bylaws of the Surviving Corporation until amended in accordance with
applicable law, the certificate of incorporation of the Surviving Corporation and such bylaws.

          (b) New NGC.

               (i) In accordance with Section 251(g) of the DGCL, New NGC agrees to file (and NGC as the sole stockholder of New NGC agrees to approve the
filing of) a Restated Certificate of Incorporation of New NGC with the Secretary of State of the State of Delaware prior to the Effective Time (without, for the
avoidance of doubt, giving effect to any of the amendments contemplated by Section 4(a) of this Agreement) containing provisions identical to those in the
Restated Certificate of Incorporation of NGC in effect immediately prior to the Effective Time, except as otherwise permitted by Section 251(g) of the DGCL.

               (ii) New NGC agrees to adopt Bylaws effective prior to the Effective Time containing provisions identical to those in the Bylaws of NGC in effect
immediately prior to the Effective Time.

     5. Directors and Officers.

          (a) Surviving Corporation. The directors and officers of Merger Sub immediately prior to the Effective Time shall be the directors and officers of the
Surviving Corporation, each to hold office in accordance with the certificate of incorporation and bylaws of the Surviving Corporation until their respective
successors are duly elected or appointed and qualified or until their earlier death, resignation or removal.

          (b) New NGC. The directors and officers of NGC immediately prior to the Effective Time shall be the directors and officers of New NGC immediately
after the Effective Time, each to hold office in accordance with the Restated Certificate of Incorporation and Bylaws of New NGC until their respective
successors are duly elected or appointed and qualified or until their earlier death, resignation or removal.

     6. Conversion of Stock. At the Effective Time, by virtue of the Merger and without any further action on the part of NGC, New NGC, Merger Sub or any
holder of any shares of NGC Common Stock (as defined below) or any shares of capital stock of Merger Sub:
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          (a) each share (or fraction of a share, as applicable) of common stock, par value $1.00 per share, of NGC (the “ NGC Common Stock”) outstanding
immediately prior to the Effective Time (other than any shares of NGC Common Stock described in Section 6(b)) shall be converted into one (or equal
fraction of one, as applicable) fully paid and nonassessable share of common stock, par value $1.00 per share, of New NGC (the “ New NGC Common
Stock”) having the same designations, rights, powers and preferences, and the qualifications, limitations and restrictions thereof, as the share (or fraction of a
share) of NGC Common Stock being converted in the Merger;

          (b) each share of NGC Common Stock that is held in the treasury of NGC or owned by NGC immediately prior to the Effective Time shall
automatically be cancelled and retired and shall cease to exist, and no cash or other consideration shall be delivered or deliverable in exchange therefor; and

          (c) each share of common stock, par value $1.00 per share, of Merger Sub issued and outstanding immediately prior to the Effective Time shall be
converted into one fully paid share of common stock, par value $1.00 per share, of the Surviving Corporation.

     7. Stock Options and Other Equity Awards.

          (a) Each issued and outstanding option to purchase NGC Common Stock (whether vested or unvested) shall automatically be deemed converted into an
option to purchase an equivalent number of shares of New NGC Common Stock, on the same terms and subject to the same conditions as applied to the
option to purchase NGC Common Stock being so converted.

          (b) All other outstanding equity-related awards with respect to NGC Common Stock, whether vested or unvested (including, without limitation
restricted stock rights, restricted performance stock rights and cash performance units), shall automatically be deemed converted into equivalent awards with
respect to an equivalent number of shares of New NGC Common Stock, on the same terms and subject to the same vesting and other conditions as applied to
the awards with respect to NGC Common Stock being so converted.

     8. No Surrender of Certificates; Stock Transfer Books . At the Effective Time, the designations, rights, powers and preferences, and qualifications,
limitations and restrictions thereof, of the capital stock of New NGC will, in each case, be identical with the capital stock of NGC immediately prior to the
Effective Time. Accordingly, until thereafter surrendered for transfer or exchange in the ordinary course, each outstanding certificate that, immediately prior to
the Effective Time, evidenced NGC Common Stock shall, from the Effective Time, be deemed and treated for all corporate purposes to evidence the
ownership of the same number of shares of New NGC Common Stock.

     9. Plan of Reorganization. This Agreement is intended to constitute a “plan of reorganization” within the meaning of Treasury Regulation Section 1.368-
2(g). Each party hereto shall use its commercially reasonable efforts to cause the Merger to qualify, and will
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not knowingly take any actions or cause any actions to be taken which could reasonably be expected to prevent the Merger from qualifying, as a reorganization
within the meaning of Section 368(a) of the Code.

     10. Section 351. The Merger will constitute a transaction as to which the rights of the holders of the NGC Common Stock have been previously defined,
and in which such holders will exchange such stock for all the New NGC Common Stock (constituting all the issued and outstanding stock of New NGC
and “control” of New NGC within the meaning of Section 368(c) of the Code), subject to Section 351(a) and related provisions of the Code.

     11. Termination. This Agreement may be terminated and the Merger abandoned at any time prior to the Effective Time (whether before or after the approval
of the stockholder of Merger Sub entitled to vote thereon) only upon the mutual written consent of each of the boards of directors of the parties hereto.

     12. No Third-Party Beneficiaries . Nothing in this Agreement, express or implied, is intended to or shall confer upon any person other than the parties and
their respective successors and permitted assigns any legal or equitable right, benefit or remedy of any nature under or by reason of this Agreement.

     13. Severability of Provisions . Each provision of this Agreement shall be considered severable and if for any reason any provision or provisions herein are
determined to be invalid, unenforceable or illegal under any existing or future law, such invalidity, unenforceability or illegality shall not impair the operation
of or affect those portions of this Agreement that are valid, enforceable and legal.

     14. Entire Agreement . This Agreement constitutes the entire agreement of the parties with respect to the subject matter hereof.

     15. Governing Law. This Agreement shall be governed by, and construed under, the laws of the State of Delaware (without regard to conflict of laws
principles), all rights and remedies being governed by said laws.

     16. Amendments. This Agreement may be amended at any time prior to the Effective Time by the parties hereto, whether before or after the approval of the
stockholder of Merger Sub entitled to vote thereon; provided that after such stockholder approval has been obtained no amendment shall be made that by law
requires the further approval or authorization of the stockholder of Merger Sub without such further approval or authorization.

     17. Counterparts. This Agreement may be executed in any number of counterparts, each of which shall be deemed an original of this Agreement, and all of
which together shall constitute one and the same instrument.

[The remainder of this page is intentionally left blank.]
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     IN WITNESS WHEREOF, the undersigned, intending to be legally bound hereby, have duly executed this Agreement as of the date first written above.
     
 NORTHROP GRUMMAN CORPORATION

 
 

 By:  /s/ Mark Rabinowitz  
  Name:  Mark Rabinowitz  

  Title:  Corporate Vice President & Treasurer  

 
 NEW P, INC.

 
 

 By:  /s/ Mark Rabinowitz  
  Name:  Mark Rabinowitz  

  Title:  President & Treasurer  

 
 TITAN MERGER SUB INC.

 
 

 By:  /s/ Malcolm S. Swift  
  Name:  Malcolm S. Swift  
  Title:  Secretary  
 

[Signature page to Agreement and Plan of Merger]
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NORTHROP GRUMMAN SYSTEMS CORPORATION

Dated as of March 29, 2011
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SEPARATION AND DISTRIBUTION AGREEMENT

     SEPARATION AND DISTRIBUTION AGREEMENT, dated as of March 29, 2011 (this “Agreement”), among Northrop Grumman Corporation, a
Delaware corporation (“NGC”), New P, Inc., a Delaware corporation (“New NGC”), Huntington Ingalls Industries, Inc., a Delaware corporation (“ HII”),
Northrop Grumman Shipbuilding, Inc., a Virginia corporation (“NGSB”), and Northrop Grumman Systems Corporation, a Delaware corporation (
“NGSC”).

RECITALS

     A. NGC, acting through itself and its direct and indirect Subsidiaries (as defined below), currently conducts the Shipbuilding Business (as defined below)
and the Retained Business (as defined below).

     B. The NGC Board (as defined below) has determined that it is appropriate, desirable and in the best interests of NGC and its stockholders to separate
NGC into two publicly traded companies: (a) HII, which following the Distribution (as defined below) will own and conduct, directly and indirectly, the
Shipbuilding Business; and (b) New NGC, which following the Distribution will own and conduct, directly and indirectly, the Retained Business.

     C. Prior to the date of this Agreement, NGC formed New NGC as a wholly owned direct Subsidiary, HII as a wholly owned direct subsidiary of New
NGC, and Titan Merger Sub Inc., a Delaware corporation and a wholly owned indirect Subsidiary of New NGC (“Merger Sub”).

     D. Prior to the Distribution, Merger Sub will merge with and into NGC in a merger pursuant to Section 251(g) of the Delaware General Corporation Law,
with NGC as the surviving entity and renamed “Titan II Inc.” and with New NGC renamed “Northrop Grumman Corporation” (the “ Holding Company
Reorganization”).

     E. After the Holding Company Reorganization and prior to the Distribution, the parties will complete the Internal Reorganization (as defined below).

     F. On the Distribution Date (as defined below) and subject to the terms and conditions of this Agreement, New NGC shall distribute to the Record Holders
(as defined below), on a pro rata basis, all the outstanding shares of common stock, par value $.01 per share, of HII (“ HII Common Stock”) owned by New
NGC on the Distribution Date (the “Distribution”).

     G. The parties intend that, for U.S. federal income tax purposes, the Holding Company Reorganization, the Internal Reorganization, and the Distribution
shall qualify for Tax-Free Status (as defined below) pursuant to Sections 351, 355, 361, 368(a) and related provisions of the Code (as defined below).

 



 

AGREEMENT

     In consideration of the foregoing and the mutual covenants and agreements herein contained, and intending to be legally bound hereby, the parties agree as
follows:

ARTICLE I
DEFINITIONS

     Section 1.1 Table of Definitions. The following terms have the meanings set forth on the pages referenced below:
     
Definition  Page 
AAA   48 
Action   3 
Affiliate   4 
Agent   4 
Agreement   1 
Agreement Disputes   48 
Allocation Committee   4 
Allowable Cost Audit   44 
Ancillary Agreements   4 
Applicable HII Proportion   4 
Applicable New NGC Proportion   4 
Applicable Proportion   4 
Assets   4 
Assigned Action   6 
Business   8 
Business Day   6 
Change of Control   6 
Change of Control Triggering Event   7 
Code   7 
Consents   7 
Continuing Director   7 
Credit Support Instruments   7 
Determination Request   7 
Dispute Notice   48 
Distribution   1 
Distribution Date   7 
Distribution Ratio   7 
Employee Matters Agreement   7 
Environmental Laws   7 
Environmental Liabilities   8 
Exchange Act   8 
Excluded Disputes   48 
Excluded Retained Assets   8 
Excluded Shipbuilding Assets   8 
Fitch   8 
Form 10   8 
Former Business   8 
Governmental Approvals   9 
Governmental Authority   9 
GO-Zone Bonds   9 
GO-Zone Bonds Guarantee   I-1 
Group   9 
Hazardous Substances   9 
HII   1 
HII Assigned Action   9 
HII Balance Sheet   9 
HII Common Stock   1 
HII Contribution   I-2 
HII Credit Facility   9 
HII Credit Support Instruments   25 
HII Debt   9 
HII Entities   9 
HII Group   9 
HII Indemnitees   30 
HII Transferred Assets   10 
Holding Company Reorganization   1 



Holdings LLC   I-1 
Holdings LP   I-1 
Holdings LP Distribution   I-2 
Indemnifying Party   31 
Indemnitee   31 
Indemnity Payment   31 
Information   10 
Information Statement   10 
Ingalls Indemnity Agreement   10 
Insurance Matters Agreement   10 
Insurance Policies   10 
Insurance Proceeds   10 
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Table of Definitions (cont.)
     
Definition  Page 
Intercompany Debt Receivable   I-1 
Internal Reorganization   10 
IP License Agreement   10 
IRS Ruling   10 
IWOs   43 
Law   11 
Letter Subcontracts   43 
Liabilities   11 
Litigation Management Agreement   11 
Managing Party   35 
Merger Sub   1 
Moody’s   11 
Navy Guarantees   11 
New NGC   1 
New NGC Assigned Action   11 
New NGC Board   11 
New NGC Common Stock   12 
New NGC Credit Support Instruments   24 
New NGC Entities   12 
New NGC Group   12 
New NGC Indemnitees   30 
New NGC Transferred Assets   12 
NGC   1 
NGC Board   12 
NGC Charter Amendment   42 
NGC Charter Amendment Proposal   42 
NGC Credit Agreement   I-1 
NGC Distribution   I-1 
NGSB   1 
NGSC   1 
NGTS   12 
Non-Managing Party   12 
Northrop Grumman   12 
Northrop Grumman Board   12 
Northrop Grumman Stockholders   12 
NYSE   12 
Opinion   12 
P&I Agreements   12 
Person   13 
Rating Agencies   13 
Rating Event   13 
Record Date   13 
Record Holders   13 
Retained Assets   13 
Retained Business   14 
Retained Cash   I-2 
Retained Liabilities   14 
Rules   48 
S&P   15 
SEC   15 
Security Interest   15 
Separation   15 
Settlement Asset   44 
Settlement Liability   44 
Shared Action   15 
Shared Gain   15 
Shared Liability   15 
Shipbuilding Assets   16 
Shipbuilding Business   17 
Shipbuilding Liabilities   17 
Solicitation   43 
Subsidiary   18 
Tax Matters Agreement   19 



Taxes   19 
Tax-Free Status   19 
Team   19 
Teaming Agreement   19 
Third-Party Claim   31 
Transferred Debt Proceeds   I-2 
Transition Services Agreement   19 

     Section 1.2 Certain Defined Terms. For the purposes of this Agreement:

          “Action” means any claim, demand, action, suit, countersuit, audit, arbitration, inquiry, proceeding or investigation by or before any Governmental
Authority or any United States or non-United States federal, state, local or international arbitration or mediation tribunal.
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          “Affiliate” of any Person means a Person that controls, is controlled by, or is under common control with such Person; provided,  however, that for
purposes of this Agreement and the Ancillary Agreements, none of the New NGC Entities shall be deemed to be an Affiliate of any HII Entity and none of the
HII Entities shall be deemed to be an Affiliate of any New NGC Entity. As used herein, “control” means the possession, directly or indirectly, of the power to
direct or cause the direction of the management and policies of such entity, whether through ownership of voting securities or other interests, by contract or
otherwise.

          “Agent” means the distribution agent to be appointed by the New NGC Board to distribute to the Record Holders the shares of HII Common Stock
pursuant to the Distribution.

          “Allocation Committee” means a committee composed of one representative designated from time to time by each of New NGC and HII that shall be
established in accordance with Section 6.2.

          “Ancillary Agreements” means the Employee Matters Agreement, the Ingalls Indemnity Agreement, the Insurance Matters Agreement, the IP License
Agreement, the Litigation Management Agreement, the P&I Agreements, the Tax Matters Agreement, the Transition Services Agreement and any other
instruments, assignments, documents and agreements executed in connection with the implementation of the transactions contemplated by this Agreement,
including the Internal Reorganization.

          “Applicable HII Proportion” means the proportion of a Shared Gain or a Shared Liability, as applicable, that relates to the Shipbuilding Business. With
respect to any Shared Liability identified on Schedule 1.1(a)(1) or any Shared Gain identified on Schedule 1.1(a)(2), the Applicable HII Proportion shall be as
set forth under the heading “Applicable HII Proportion” opposite such matter on such Schedule. With respect to any other Shared Liability or Shared Gain, the
Applicable HII Proportion shall be the extent to which such Shared Liability or Shared Gain relates to the Shipbuilding Business and shall be determined in
accordance with Section 6.2(b).

          “Applicable New NGC Proportion” means the proportion of a Shared Gain or a Shared Liability, as applicable, that relates to the Retained Business.
With respect to any Shared Liability identified on Schedule 1.1(a)(1) or any Shared Gain identified on Schedule 1.1(a)(2), the Applicable New NGC
Proportion shall be as set forth under the heading “Applicable New NGC Proportion” opposite such matter on such Schedule. With respect to any other
Shared Liability or Shared Gain, the Applicable New NGC Proportion shall be the extent to which such Shared Liability or Shared Gain relates to the Retained
Business and shall be determined in accordance with Section 6.2(b).

          “Applicable Proportion” means (a) as to New NGC, the Applicable New NGC Proportion, and (b) as to HII, the Applicable HII Proportion.

          “Assets” means all assets, properties and rights (including goodwill), wherever located (including in the possession of vendors or other third parties or
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elsewhere), whether real, personal or mixed, tangible, intangible, corporeal, incorporeal or contingent, in each case whether or not recorded or reflected or
required to be recorded or reflected on the books and records or financial statements of any Person, including the following:

          (a) all accounting and other books, records and files whether in paper, microfilm, microfiche, computer tape or disc, magnetic tape or any other form;

          (b) all apparatus, computers and other electronic data processing equipment, fixtures, machinery, equipment, furniture, office equipment, automobiles,
trucks, aircraft, motor vehicles and other transportation equipment, special and general tools, test devices, prototypes and models and other tangible personal
property;

          (c) all inventories of materials, parts, supplies, raw materials, work-in-process and finished goods and products;

          (d) all interests in real property of whatever nature, including easements and rights of way, whether as owner, mortgagee or holder of a Security Interest
in real property, lessor, sublessor, lessee, sublessee or otherwise, and copies of all related documentation;

          (e) all interests in any capital stock or other equity, partnership, membership, joint venture or similar interests of any Subsidiary or any other Person,
all bonds, notes, debentures or other securities issued by any Subsidiary or any other Person, all loans, advances or other extensions of credit or capital
contributions to any Subsidiary or any other Person and all other investments in securities of any Person;

          (f) all license agreements, leases of personal property, open purchase orders for raw materials, supplies, parts or services, unfilled orders for the
manufacture and sale of products and other contracts, agreements or commitments;

          (g) all deposits, letters of credit, guarantees and performance and surety bonds;

          (h) all recorded scientific and technical information, data, specifications, research and development information, engineering drawings, operating and
maintenance manuals, studies, reports, discoveries, ideas, concepts, know-how, techniques, designs, blueprints, diagrams, models, prototypes, samples,
and materials and analyses regardless of the form or method of the recording whether prepared by a party’s employees or on behalf of a party by consultants
and other third parties;

          (i) all domestic and foreign patents, copyrights, trade names, trademarks, service marks and registrations and applications for any of the foregoing,
mask works, trade secrets, inventions, other proprietary information and licenses from third parties granting the right to use any of the foregoing;

          (j) all computer applications, programs and other software, including operating software, network software, firmware, middleware, design software,
design
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tools, systems documentation, flow charts, instructions, source code, listings, object code listings, design details, algorithms, processes, flow charts,
formulae, and related material that would enable the software to be reproduced, recreated or recompiled, and computer databases;

          (k) all cost information, sales and pricing data, customer prospect lists, supplier records, customer and supplier lists, records pertaining to customers
and customer accounts, customer and vendor data, correspondence and lists, product literature, artwork, design, development and manufacturing files,
vendor and customer drawings, formulations and specifications, quality records and reports and other books, records, studies, surveys, reports, plans and
documents, in whatever form;

          (l) all prepaid expenses, trade accounts and other accounts and notes receivable;

          (m) all rights under contracts, options or agreements, all claims or rights against any Person arising from the ownership of any Asset, all rights in
connection with any bids or offers and all claims, choses in action or similar rights, whether accrued or contingent;

          (n) all insurance proceeds and rights under Insurance Policies and all rights in the nature of insurance, indemnification or contribution;

          (o) all licenses, permits, approvals and authorizations that have been issued by any Governmental Authority and all pending applications therefor;

          (p) all cash or cash equivalents, bank accounts, lock boxes and other deposit arrangements;

          (q) copies of all documentation related to Insurance Policies;

          (r) all interests in any public grants and subsidies of any kind received or applied for; and

          (s) all interest rate, currency, commodity or other swap, collar, cap or other hedging or similar agreements or arrangements.

          “Assigned Action” has the meaning set forth in the Litigation Management Agreement.

          “Business Day” means a day other than a Saturday, Sunday or other day on which commercial banks in New York City are authorized or required by
law to close.

          “Change of Control” means the occurrence of any of the following after the Distribution: (a) the direct or indirect sale, transfer, conveyance or other
disposition (other than by way of merger or consolidation), in one or a series of related transactions, of all or substantially all of the properties or assets of HII
and its Subsidiaries taken as a whole to any person (as used in Section 13(d)(3) of the Exchange Act) or group of related persons
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for purposes of Section 13(d) of the Exchange Act other than HII or one of its Subsidiaries; (b) the approval by the holders of HII’s common stock of any plan
or proposal for the liquidation or dissolution of HII or HII’s approval or making of any bankruptcy filing; (c) the consummation of any transaction (including
any merger or consolidation) the result of which is that any person (as used in Section 13(d)(3) of the Exchange Act) or group of related persons for purposes
of Section 13(d) of the Exchange Act other than HII or one of its Subsidiaries becomes the beneficial owner, directly or indirectly, of more than 50% of the then
outstanding number of shares of HII voting stock; or (d) the first day on which a majority of the members of HII’s board of directors are not Continuing
Directors.

          “Change of Control Triggering Event” means the occurrence of both a Change of Control and a Rating Event.

          “Code” means the Internal Revenue Code of 1986, as amended and as in effect for the relevant period in question.

          “Consents” means any consents, waivers or approvals from, or notification requirements to, any Person other than a member of either Group.

          “Continuing Director” means, as of any date of determination, any member of the board of directors of HII who (a) was a member of such board of
directors as of the Distribution; or (b) was nominated for election or elected to such board of directors with the approval of a majority of the Continuing
Directors who were members of such board of directors at the time of such nomination or election (either by a specific vote or by approval of the proxy
statement in which such member was named as a nominee for election as a director, without objection to such nomination).

          “Credit Support Instruments” means surety bonds, covenants, indemnities, undertakings, letters of credit or similar assurances or other credit support.

          “Determination Request” means a written request made to the Allocation Committee for a determination as to whether a Third-Party Claim specified in
such request constitutes a Shared Liability or whether any potential gain or right specified in such request constitutes a Shared Gain.

          “Distribution Date” means the date, determined by the Northrop Grumman Board, on which the Distribution occurs.

          “Distribution Ratio” means the number of shares of HII Common Stock to be distributed in respect of each share of New NGC Common Stock in the
Distribution, which ratio shall be determined by the New NGC Board prior to the Record Date.

          “Employee Matters Agreement ” means the Employee Matters Agreement, dated as of the date hereof, among NGC, New NGC and HII, as may be
amended or modified from time to time.

          “Environmental Laws” means all federal, state, local and foreign Laws, including all judicial and administrative orders, determinations, and consent
agreements or
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decrees, that relate, in whole or in part, to Hazardous Substances, pollution, contaminants, harmful substances, protection of the environment or human
health, including those that regulate the use, manufacture, generation, handling, labeling, testing, transport, treatment, storage, processing, discharge,
disposal, release, threatened release, control, or cleanup of harmful substances, pollutants, contaminants, Hazardous Substances or materials containing such
substances, regardless of when enacted or effective.

          “Environmental Liabilities” means any Liabilities arising out of or relating to the environment, human health, any Environmental Law, Hazardous
Substances or exposure to Hazardous Substances, pollutants, contaminants or other harmful substances, including (a) fines, penalties, judgments, awards,
settlements, losses, damages (including consequential damages), costs, fees (including attorneys’ and consultants’ fees), expenses and disbursements,
(b) costs of defense and other responses to any administrative or judicial action (including notices, claims, complaints, suits and other assertions of liability),
(c) responsibility for any investigation, remediation, monitoring or cleanup costs, injunctive relief, tort claims, natural resource damages, and any other
environmental compliance or remedial measures, in each case known or unknown, foreseen or unforeseen, and (d) any claims, suits or actions (whether third-
party or otherwise) for any Liability, including personal injury or property damage.

          “Exchange Act” means the Securities Exchange Act of 1934, as amended, together with the rules and regulations promulgated thereunder.

          “Excluded Retained Assets” means the Assets listed or described on Schedule 1.1(a)(3).

          “Excluded Shipbuilding Assets ” means:

          (a) the Assets listed or described on Schedule 1.1(a)(4);

          (b) the New NGC Transferred Assets; and

          (c) the Transferred Debt Proceeds.

          “Fitch” means Fitch Ratings Ltd.

          “Form 10” means the registration statement on Form 10 filed by HII with the SEC to effect the registration of HII Common Stock pursuant to the
Exchange Act in connection with the Distribution, as such registration statement may be amended or supplemented from time to time, including any
amendment or supplement thereto.

          “Former Business” means any corporation, partnership, entity, division, business unit or business, including any business within the meaning of
Rule 11-01(d) of Regulation S-X (in each case, including any Assets and Liabilities comprising the same) (as used in this definition of “Former Business,” a
“Business”) that has been sold, conveyed, assigned, transferred or otherwise disposed of or divested (in whole or in part) to a Person that is not a member of
the New NGC Group or the HII Group or the operations, activities or production of which has been discontinued, abandoned, completed
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or otherwise terminated (in whole or in part), in each case prior to the Distribution. For the avoidance of doubt, any Business that has been sold, conveyed,
assigned, transferred or otherwise disposed of or divested (in whole or in part) by a member of one Group to a member of the other Group shall not be deemed
a Former Business of the first Group if such Business has subsequently been sold, conveyed, assigned, transferred or otherwise disposed of or divested (in
whole or in part by a member of the second Group) to any Person that is not a member of the New NGC Group or the HII Group.

          “GO-Zone Bonds” means the Gulf Opportunity Zone Industrial Development Revenue Bonds (Northrop Grumman Ship Systems, Inc. Project)
Series 2006 due 2028 issued by the Mississippi Business Finance Corporation.

          “Governmental Approvals” means any notices, reports or other filings to be given to or made with, or any releases, Consents, substitutions, approvals,
amendments, registrations, permits or authorizations to be obtained from, any Governmental Authority.

          “Governmental Authority” means any United States or non-United States federal, state, local, territorial, tribal or international court, government,
department, commission, board, bureau, agency, official or other legislative, judicial, regulatory, administrative or governmental authority.

          “Group” means the New NGC Group or the HII Group, as the context requires.

          “Hazardous Substances” means all materials, wastes or substances defined by, or regulated under, any Environmental Laws now or in the future and
any substance that can give rise to any claim, suit or action (whether third-party or otherwise) for any Liabilities, including personal injury or property
damage.

          “HII Assigned Action ” has the meaning set forth in the Litigation Management Agreement.

          “HII Balance Sheet” means the audited pro forma consolidated balance sheet of HII, including the notes thereto, as of December 31, 2010, included in
the Information Statement.

          “HII Credit Facility” means the credit facility to be entered into prior to the Distribution between HII, as borrower, and an agent or co-agents pursuant to
which HII may borrow funds.

          “HII Debt” means the debt issued by HII pursuant to a Rule 144A offering to be completed prior to the Internal Reorganization and the term loan debt
under the HII Credit Facility.

          “HII Entities” means the members of the HII Group.

          “HII Group” means HII and each Person that will be a direct or indirect Subsidiary of HII immediately prior to the Distribution (but after giving effect to
the
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Internal Reorganization) and each Person that is or becomes a member of the HII Group after the Distribution, including in all circumstances the predecessor
and successor entities of HII or each such other Person. For the purposes of this Agreement and the Ancillary Agreements, New NGC shall not be deemed to be
a successor entity of NGC.

          “HII Transferred Assets” means those Assets of NGC (but not the Assets of any of its Subsidiaries) that are listed on Schedule 1.1(a)(5).

          “Information” means information, including books and records, whether or not patentable or copyrightable, in written, oral, electronic or other tangible
or intangible forms, stored in any medium, including studies, reports, records, books, contracts, instruments, surveys, discoveries, ideas, concepts, know-
how, techniques, designs, specifications, drawings, blueprints, diagrams, models, prototypes, samples, flow charts, data, computer data, disks, diskettes,
tapes, computer programs or other software, marketing plans, customer names, communications by or to attorneys (including attorney-client privileged
communications), memos and other materials prepared by attorneys or under their direction (including attorney work product), and other technical, financial,
employee or business information or data.

          “Information Statement” means the Information Statement, attached as an exhibit to the Form 10, to be sent to each holder of New NGC Common Stock
in connection with the Distribution, as such Information Statement may be amended from time to time, including any amendment or supplement thereto.

          “Ingalls Indemnity Agreement ” means the Ingalls Guaranty Performance, Indemnity and Termination Agreement, dated as of the date hereof, among HII,
NGSB and NGSC, as may be amended or modified from time to time.

          “Insurance Matters Agreement ” means the Insurance Matters Agreement, dated as of the date hereof, among NGC, New NGC and HII, as may be
amended or modified from time to time.

          “Insurance Policies” has the meaning set forth in the Insurance Matters Agreement.

          “Insurance Proceeds” means, with respect to any Liability to be reimbursed by an Indemnifying Party that may be covered, in whole or in part, by
Insurance Policies written by third-party providers, the amount of insurance proceeds actually received in cash under such Insurance Policy with respect to
such Liability, net of any taxes and costs in seeking such collection.

          “Internal Reorganization” means the transactions described in Annex I.

          “IP License Agreement” means the Intellectual Property License Agreement, dated as of the date hereof, between NGSC and NGSB, as may be amended
or modified from time to time.

          “IRS Ruling” has the meaning set forth in the Tax Matters Agreement.

10



 

          “Law” means any statute, law, regulation, ordinance, rule, judgment, rule of common law, order, decree, government approval, concession, grant,
franchise, license, agreement, directive, guideline, policy, requirement or other governmental restriction or any similar form of decision of, or determination
by, or any interpretation or administration of any of the foregoing by, any Governmental Authority, whether now or hereinafter in effect and, in each case, as
amended.

          “Liabilities” means any and all losses, claims, charges, debts, demands, Actions, damages, obligations, payments, costs and expenses, sums of
money, bonds, indemnities and similar obligations, penalties, covenants, contracts, controversies, agreements, promises, omissions, guarantees, make whole
agreements and similar obligations, and other liabilities, including all contractual obligations, whether absolute or contingent, inchoate or otherwise, matured
or unmatured, liquidated or unliquidated, accrued or unaccrued, known or unknown, whenever arising, and including those arising under any Law, Action,
threatened or contemplated Action (including the costs and expenses of demands, assessments, judgments, settlements and compromises relating thereto and
attorneys’ fees and any and all costs and expenses (including allocated costs of in-house counsel and other personnel), whatsoever incurred in investigating,
preparing or defending against any such Actions or threatened or contemplated Actions), order or consent decree of any Governmental Authority or any award
of any arbitrator of any kind, and those arising under any contract, commitment or undertaking, including those arising under this Agreement or any
Ancillary Agreement or incurred by a party hereto or thereto in connection with enforcing its rights to indemnification hereunder or thereunder, in each case,
whether or not recorded or reflected or required to be recorded or reflected on the books and records or financial statements of any Person.

          “Litigation Management Agreement ” means the Litigation Management and Coordination Agreement, dated as of the date hereof, among NGC, New
NGC, HII, NGSB and NGSC, as may be amended or modified from time to time.

          “Moody’s” means Moody’s Investors Service, Inc.

          “Navy Guarantees” means (a) the Performance Guaranty, dated as of April 11, 2002, by NGC, as guarantor, to the United States of America, Naval
Sea Systems Command as beneficiary, (b) the Performance Guaranty, dated 2006, by NGC, as guarantor, to the United States of America, Naval Sea
Systems Command as beneficiary, (c) the Performance Guaranty, dated as of April 24, 2007, by NGC, as guarantor, to the United States of America, Naval
Sea Systems Command as beneficiary and (d) any other similar guarantee pursuant to which NGC has guaranteed the performance of NGSB (or an Affiliate)
under shipbuilding construction contracts with the United States Department of the Navy or a command or other division thereof.

          “New NGC Assigned Action ” has the meaning set forth in the Litigation Management Agreement.

          “New NGC Board” means the board of directors of New NGC or an authorized committee thereof.
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          “New NGC Common Stock” means the common stock, par value $1.00 per share, of New NGC.

          “New NGC Entities” means the members of the New NGC Group.

          “New NGC Group” means New NGC and each Person that will be a direct or indirect Subsidiary of New NGC immediately after the Distribution and
each Person that is or becomes a member of the New NGC Group after the Distribution, including in all circumstances the predecessor and successor entities
of New NGC or each such other Person. For the purposes of this Agreement and the Ancillary Agreements, NGC shall not be deemed to be a predecessor entity
of New NGC.

          “New NGC Transferred Assets” means all of the Assets of NGC (but not the Assets of any of its Subsidiaries) including those Assets listed or
described on Schedule 1.1(a)(6), other than (a) the HII Transferred Assets and (b) the capital stock in NGSC and NGSB.

          “NGC Board” means the board of directors of NGC or an authorized committee thereof.

          “NGTS” means Northrop Grumman Technical Services, Inc., an Oklahoma corporation, member of the New NGC Group and party to the Teaming
Agreement.

          “Non-Managing Party” means, as between HII and New NGC, the party that is not the Managing Party with respect to any Shared Gain or Shared
Liability.

          “Northrop Grumman” means (a) at all times prior to the effectiveness of the Holding Company Reorganization, NGC, and (b) at all times at or after the
effectiveness of the Holding Company Reorganization, New NGC.

          “Northrop Grumman Board” means (a) at all times prior to the effectiveness of the Holding Company Reorganization, the NGC Board, and (b) at all
times at or after the effectiveness of the Holding Company Reorganization, the New NGC Board.

          “Northrop Grumman Stockholders” means (a) at all times prior to the effectiveness of the Holding Company Reorganization, the stockholders of NGC,
and (b) at all times at or after the effectiveness of the Holding Company Reorganization, the stockholders of New NGC.

          “NYSE” means the New York Stock Exchange.

          “Opinion” has the meaning set forth in the Tax Matters Agreement.

          “P&I Agreements” means the Performance and Indemnity Agreements, to be executed and delivered in connection with the Internal Reorganization,
between HII and NGC, as may be amended or modified from time to time.
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          “Person” means an individual, corporation, partnership, limited liability company, limited liability partnership, syndicate, person, trust, association,
organization or other entity, including any Governmental Authority, and including any successor, by merger or otherwise, of any of the foregoing.

          “Rating Agencies” means (a) each of Fitch, Moody’s and S&P and (b) if Fitch, Moody’s and S&P all cease to rate HII or all fail to make a rating of HII
publicly available for reasons outside of HII’s control, a “nationally recognized statistical rating organization” within the meaning of Rule 15c3-1(c)(2)(vi)(F)
under the Exchange Act, selected by HII (as certified by a resolution of the board of directors of HII) as a replacement agency.

          “Rating Event” means HII’s corporate rating is downgraded to “B” or “B2” or below, as applicable, by any of the Rating Agencies on any date from and
after the date of the public notice of an arrangement that could result in a Change of Control until the end of the 60-day period following public notice of the
consummation of the Change of Control (which 60-day period shall be extended so long as the rating of HII is under publicly announced consideration for
possible downgrade by any of the Rating Agencies).

          “Record Date” means the close of business on the date determined by the New NGC Board as the record date for determining the stockholders of New
NGC entitled to receive shares of HII Common Stock in the Distribution. The Record Date shall occur after completion of the Holding Company
Reorganization.

          “Record Holders” means the holders of New NGC Common Stock on the Record Date.

          “Retained Assets” means:

          (a) the Assets listed or described on Schedule 1.1(a)(7), the New NGC Transferred Assets and all other Assets that are expressly and specifically
provided in this Agreement or any Ancillary Agreement as Assets to be transferred to New NGC or any other member of the New NGC Group;

          (b) all interests in the capital stock of, or any other equity, partnership, membership, joint venture or similar interests in, the Subsidiaries of New NGC
(other than any member of the HII Group) immediately prior to the Distribution (after giving effect to the Internal Reorganization) and any capital stock of, or
equity, partnership, membership, joint venture or similar interests in, any other Person (other than any member of the HII Group) owned by any member of
the New NGC Group immediately prior to the Distribution (after giving effect to the Internal Reorganization);

          (c) any recovery or other Assets (net of any expenses) received by any member of either Group with respect to any New NGC Assigned Action;

          (d) the Applicable New NGC Proportion of any Shared Gain; and
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          (e) all other Assets owned or held immediately prior to the Distribution (after giving effect to the Internal Reorganization) by New NGC or any of its
Subsidiaries (including for the avoidance of doubt, HII and its Subsidiaries) that are not Shipbuilding Assets, including the Transferred Debt Proceeds.

          Notwithstanding the foregoing, the Retained Assets shall not include any items expressly governed by the Tax Matters Agreement or the Excluded
Retained Assets. In the event of any inconsistency or conflict that may arise in the application or interpretation of any of the foregoing provisions, for the
purpose of determining what is and is not a Retained Asset, any item explicitly included on a Schedule referred to in this definition of “Retained Assets” shall
take priority over any provision of the text hereof.

          “Retained Business” means:

          (a) any businesses or operations conducted by any member of the New NGC Group (other than any businesses or operations to the extent conducted
through the ownership of, on behalf of or for the benefit of any member of the HII Group prior to the Distribution), including any Former Business of any
member of the New NGC Group and any Former Business of NGC that is not also a Former Business of any other member of the HII Group, in all cases
including those businesses set forth on Schedule 1.1(a)(8), but excluding those businesses set forth on Schedule 1.1(a)(9);

          (b) the businesses or operations, including Former Businesses, conducted by any member of the HII Group (including NGC) prior to the Distribution to
the extent that they do not relate to the Shipbuilding Business; and

          (c) any other businesses or operations conducted through the use of the Retained Assets to the extent that they do not relate to the Shipbuilding Business.

          “Retained Liabilities” means:

          (a) all of the following Liabilities:

               (i) the Liabilities listed or described on Schedule 1.1(a)(10);

               (ii) all other Liabilities that are expressly and specifically provided by this Agreement as Liabilities to be wholly assumed by New NGC or any
member of the New NGC Group, and all obligations of New NGC or any other member of the New NGC Group under this Agreement or any of the Ancillary
Agreements;

               (iii) all other Liabilities that are both wholly unrelated to the Shipbuilding Business and are not otherwise Shipbuilding Liabilities; and

          (b) the Applicable New NGC Proportion of any Shared Liability.

          Notwithstanding the foregoing, the Retained Liabilities shall not include any items expressly governed by the Tax Matters Agreement or the Ingalls
Indemnity Agreement.
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          In the event of any inconsistency or conflict that may arise in the application or interpretation of any of the foregoing provisions, for the purpose of
determining what is and is not a Retained Liability, any item explicitly included on a Schedule referred to in this definition of “Retained Liabilities” shall take
priority over any provision of the text hereof.

          “S&P” means Standard & Poor’s Ratings Services, a division of The McGraw-Hill Companies, Inc.

          “SEC” means the Securities and Exchange Commission.

          “Security Interest” means any mortgage, security interest, pledge, lien, charge, claim, option, right to acquire, voting or other restriction, right-of-way,
covenant, condition, easement, encroachment, restriction on transfer, or other encumbrance of any nature whatsoever.

          “Separation” means (a) the Internal Reorganization, (b) any other actions to be taken pursuant to Article II and (c) any other transfers of Assets and
assumptions of Liabilities, in each case, between a member of one Group and a member of the other Group, provided for in this Agreement or any Ancillary
Agreement.

          “Shared Action” has the meaning set forth in the Litigation Management Agreement.

          “Shared Gain” means any claim or right of a member of the New NGC Group or the HII Group, whenever discovered, against any Person (other than a
member of the New NGC Group or the HII Group) that relates to both the Retained Business and the Shipbuilding Business or is listed or described on
Schedule 1.1(a)(11), other than any claim or right described on Schedule 1.1(a)(12), in all cases to the extent that such claim or right accrued as of the
Distribution or relates to events or circumstances that occurred or existed prior to the Distribution. Notwithstanding anything to the contrary in this definition
of “Shared Gain,” Shared Gains shall not include any Settlement Assets, which shall be governed by Section 8.7, or any claims or rights related to,
attributable to or arising in connection with Taxes or Tax Returns, which are expressly governed by the Tax Matters Agreement.

          “Shared Liability” means any of the following:

          (a) any Liability that relates to both the Shipbuilding Business and the Retained Business and that is not listed in a subclause of clause (a) of the
definition of “Shipbuilding Liabilities;” and

          (b) any Liability listed or described on Schedule 1.1(a)(13).

          Notwithstanding anything to the contrary in this definition of “Shared Liability,” Shared Liabilities shall not include any Settlement Liabilities, which
shall be governed by Section 8.7, or any Liabilities related to, attributable to or arising in
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connection with Taxes or Tax Returns, which are expressly governed by the Tax Matters Agreement.

          “Shipbuilding Assets” means:

          (a) the Assets listed or described on Schedule 1.1(a)(14), the HII Transferred Assets and all other Assets that are expressly and specifically provided in
this Agreement or any Ancillary Agreement as Assets to be transferred to HII or any other member of the HII Group;

          (b) all interests in the capital stock of, or any other equity, partnership, membership, joint venture or similar interests in, the Subsidiaries of HII
immediately prior to the Distribution (after giving effect to the Internal Reorganization) and any capital stock of, or equity, partnership, membership, joint
venture or similar interests in, any other Person owned by any member of the HII Group immediately prior to the Distribution (after giving effect to the Internal
Reorganization);

          (c) all Assets reflected as assets of HII and the other members of the HII Group on the HII Balance Sheet and any Assets acquired by or for HII or any
other member of the HII Group subsequent to the date of the HII Balance Sheet that, had they been acquired on or before such date and owned as of such date,
would have been reflected on the HII Balance Sheet if prepared on a consistent basis, subject to any dispositions of any such Assets subsequent to the date of
the HII Balance Sheet;

          (d) any recovery or other Assets (net of any Taxes and expenses) received by any member of either Group in any HII Assigned Action;

          (e) all other Assets not expressly covered in clauses (a) through (d) of this definition of “Shipbuilding Assets” that are wholly owned immediately prior
to the Distribution (after giving effect to the Internal Reorganization) by HII or any of its Subsidiaries;

          (f) all patents, copyrights, trade secrets, know-how and other confidential and proprietary information and all other intellectual property rights, whether
arising under the laws of the United States or the laws of any other jurisdiction, and all registrations and applications for registration of any of the foregoing,
that were created, devised or otherwise developed (i) exclusively by the HII Employees and HII Retirees (each as defined in the Employee Matters Agreement)
(other than any of the foregoing that were developed specifically for the Retained Business) or (ii) in whole or in part, by employees of any member of the New
NGC Group or third parties exclusively for the Shipbuilding Business, whether or not such intellectual property rights had been assigned to NGC during its
ownership of the Shipbuilding Business; and

          (g) the Applicable HII Proportion of any Shared Gain.

          Notwithstanding the foregoing, the Shipbuilding Assets shall not include any items expressly governed by the Tax Matters Agreement or the Excluded
Shipbuilding Assets. In the event of any inconsistency or conflict that may arise in the application or
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interpretation of any of the foregoing provisions, for the purpose of determining what is and is not a Shipbuilding Asset, any item explicitly included on a
Schedule referred to in this definition of “Shipbuilding Assets” shall take priority over any provision of the text hereof.

          “Shipbuilding Business” means:

          (a) any businesses or operations conducted by any member of the HII Group (other than any businesses or operations to the extent conducted through the
ownership of, on behalf of or for the benefit of any member of the New NGC Group prior to the Distribution), including the businesses and operations that are
described in the Information Statement and any Former Business of any member of the HII Group (other than NGC and not any other entity), in each case
including those businesses set forth on Schedule 1.1(a)(9), but excluding those businesses set forth on Schedule 1.1(a)(8);

          (b) any other businesses or operations (including joint ventures) conducted through the use of or with the Shipbuilding Assets;

          (c) the HII Employees and HII Retirees and any other person employed by any member of the HII Group after the Distribution; and

          (d) the businesses or operations, including Former Businesses, conducted by NGC (but not any other entity) or any member of the New NGC Group
prior to the Distribution, in all cases to the extent that they relate to the businesses or operations and Former Businesses described in clauses (a) through (c) of
this definition of “Shipbuilding Business.”

          “Shipbuilding Liabilities” means:

          (a) all of the following Liabilities:

               (i) the Liabilities listed or described on Schedule 1.1(a)(15);

               (ii) all other Liabilities that are expressly provided by this Agreement or any Ancillary Agreement as Liabilities to be wholly assumed by HII or any
other member of the HII Group, and all obligations of HII or any other member of the HII Group under this Agreement or any of the Ancillary Agreements;

               (iii) all Liabilities reflected as liabilities or obligations on the HII Balance Sheet, and all Liabilities arising or assumed after the date of the HII Balance
Sheet that, had they arisen or been assumed on or before such date and been existing obligations as of such date, would have been reflected on the HII Balance
Sheet if prepared on a consistent basis, subject to any discharge of such Liabilities subsequent to the date of the HII Balance Sheet;

               (iv) all Environmental Liabilities relating to (A) the use of any property by the Shipbuilding Business at any time, regardless of whether such
property is or is not owned or leased by HII or any of its Subsidiaries or Affiliates (including any
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properties set forth on Schedule 1.1(a)(16)), including any property where the Shipbuilding Business contracted or arranged for disposal of wastes at any
time whatsoever, or (B) the operation or conduct of the Shipbuilding Business or activities related to the Shipbuilding Business (including all Liabilities
relating to any Shipbuilding Asset or any act or failure to act by any director, officer, employee, agent or representative (whether or not such act or failure to act
is or was within such Person’s authority) which act or failure to act relates to the Shipbuilding Business);

               (v) all Liabilities relating to the HII Employees and HII Retirees and any person employed by any member of the HII Group after the Distribution, and
the conduct of all such persons;

               (vi) all Liabilities relating to the use of any property by the Shipbuilding Business at any time, regardless of whether such property is or is not
owned or leased by HII or any of its Subsidiaries or Affiliates (including any properties set forth on Schedule 1.1(a)(16)), including any property where the
Shipbuilding Business contracted or arranged for disposal of wastes at any time whatsoever;

               (vii) all Liabilities relating to the Navy Guarantees, including all Liabilities that NGC or any other party to this Agreement (including their
Subsidiaries and Affiliates) has or may be found to have under or in any way in connection with the Navy Guarantees;

               (viii) all other Liabilities relating to the operation or conduct of the Shipbuilding Business or activities related to the Shipbuilding Business
(including all Liabilities relating to any Shipbuilding Asset or any act or failure to act by any director, officer, employee, agent or representative (whether or not
such act or failure to act is or was within such Person’s authority) which act or failure to act relates to the Shipbuilding Business) that do not also relate to the
operation or conduct of the Retained Business; and

               (ix) all other Liabilities that are wholly unrelated to the Retained Business and that are not otherwise Retained Liabilities; and

          (b) the Applicable HII Proportion of any Shared Liability.

          Notwithstanding the foregoing, the Shipbuilding Liabilities shall not include any items expressly governed by the Tax Matters Agreement or the Ingalls
Indemnity Agreement.

          In the event of any inconsistency or conflict that may arise in the application or interpretation of any of the foregoing provisions, for the purpose of
determining what is and is not a Shipbuilding Liability, any item explicitly included on a Schedule referred to in this definition of “Shipbuilding Liabilities”
shall take priority over any provision of the text hereof.

          “Subsidiary” of any Person means any corporation or other organization, whether incorporated or unincorporated, of which at least a majority of the
securities or interests having by the terms thereof ordinary voting power to elect at least a majority of
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the board of directors or others performing similar functions with respect to such corporation or other organization is directly or indirectly owned or controlled
by such Person or by any one or more of its Subsidiaries, or by such Person and one or more of its Subsidiaries; provided,  however, that no Person that is
not directly or indirectly wholly owned by any other Person shall be a Subsidiary of such other Person unless such other Person controls, or has the right,
power or ability to control, that Person.

          “Tax-Free Status” has the meaning set forth in the Tax Matters Agreement.

          “Tax Matters Agreement” means the Tax Matters Agreement, dated as of the date hereof, among New NGC, HII and NGC, as may be amended or
modified from time to time.

          “Tax” has the meaning set forth in the Tax Matters Agreement.

          “Team” has the meaning set forth in the Teaming Agreement.

          “Teaming Agreement” means the teaming agreement listed on Schedule 1.1(a)(17).

          “Transition Services Agreement” means the Transition Services Agreement, dated as of the date hereof, among NGSC, NGSB, New NGC and HII, as
may be amended or modified from time to time.

ARTICLE II
THE SEPARATION

     Section 2.1 Internal Reorganization; Transfer of Assets and Assumption of Liabilities .

          (a) Prior to the Distribution, the parties shall cause the Internal Reorganization to be completed.

          (b) Prior to the Distribution, the parties shall, and shall cause their respective Subsidiaries to, (i) execute such instruments of assignment and transfer
and take such other corporate actions as are necessary to transfer to one or more members of the HII Group all of the right, title and interest of the New NGC
Group in and to all Shipbuilding Assets after giving effect to the Internal Reorganization and (ii) take all actions necessary to cause one or more members of the
HII Group to assume all of the Shipbuilding Liabilities to the extent such Shipbuilding Liabilities would otherwise remain obligations of any member of the
New NGC Group after giving effect to the Internal Reorganization.

          (c) Prior to the Distribution, the parties shall, and shall cause their respective Subsidiaries to, (i) execute such instruments of assignment and transfer
and take such other corporate actions as are necessary to transfer to one or more members of the New NGC Group all of the right, title and interest of the HII
Group in and to all Retained Assets after giving effect to the Internal Reorganization and (ii) take all actions necessary to cause one or more members of the New
NGC Group to assume all of the Retained
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Liabilities to the extent such Retained Liabilities would otherwise remain obligations of any member of the HII Group after giving effect to the Internal
Reorganization.

     Section 2.2 Governmental Approvals and Consents; Transfers, Assignments and Assumptions Not Effected Prior to the Distribution .

          (a) To the extent that any of the transactions contemplated by this Agreement or any Ancillary Agreement requires any Governmental Approval or
Consent, the parties will use their reasonable best efforts to obtain such Governmental Approval or Consent.

          (b) To the extent that any transfer or assignment of Assets or assumption of Liabilities contemplated by this Agreement or any Ancillary Agreement shall
not have been consummated prior to the Distribution, the parties shall use reasonable best efforts to effect such transfers as promptly following the
Distribution as shall be practicable. Nothing herein shall be deemed to require the transfer of any Assets or the assumption of any Liabilities that by their
terms or operation of law cannot or should not be transferred. In the event that any such transfer of Assets or assumption of Liabilities has not been
consummated, from and after the Distribution until such time as such Asset is transferred or such Liability is assumed (i) the party retaining such Asset shall
thereafter hold such Asset for the use and benefit of the party entitled thereto (at the expense of the party entitled thereto) and (ii) the party intended to assume
such Liability shall, or shall cause the applicable member of its Group to, pay or reimburse the party retaining such Liability for all amounts paid or incurred
in connection with the retention of such Liability. In addition, the party retaining such Asset or Liability shall, insofar as reasonably practicable and to the
extent permitted by applicable Law, treat such Asset or Liability in the ordinary course of business consistent with past practice and take such other actions as
may be reasonably requested by the party entitled to such Asset or by the party intended to assume such Liability in order to place such party, insofar as
reasonably practicable, in the same position as if such Asset or Liability had been transferred or assumed as contemplated hereby and so that all the benefits
and burdens relating to such Asset or Liability, including possession, use, risk of loss, potential for gain, and control over such Asset or Liability, are to inure
from and after the Distribution to the member or members of the New NGC Group or the HII Group entitled to such Asset or intended to assume such
Liability. In furtherance of the foregoing, the parties agree that, as of the Distribution, each party shall be deemed to have acquired beneficial ownership over all
of the Assets, together with all rights and privileges incident thereto, and shall be deemed to have assumed all of the Liabilities, and all duties, obligations and
responsibilities incident thereto, that such party is entitled to acquire or intended to assume pursuant to the terms of this Agreement or the applicable Ancillary
Agreement.

          (c) If and when the Consents, Governmental Approvals and/or conditions, the absence or non-satisfaction of which caused the deferral of transfer or
assignment of any Asset or the deferral of the assumption of any Liability pursuant to Section 2.2(b) are obtained or satisfied, the transfer or assumption of
the applicable Asset or Liability shall be effected in accordance with and subject to the terms of this Agreement or the applicable Ancillary Agreement.
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          (d) The party retaining any Asset or Liability due to the deferral of the transfer of such Asset or the deferral of the assumption of such Liability
pursuant to Section 2.2(b) or otherwise shall not be obligated, in connection with the foregoing, to expend any money unless the necessary funds are advanced
or agreed to be reimbursed by the party entitled to such Asset or the party intended to assume such Liability. The party retaining such Asset or Liability shall
use its reasonable best efforts timely to notify the party entitled to such Asset or intended to assume such Liability of the need for such expenditure.

          (e) The parties agree to treat, for U.S. federal, state and local income tax purposes, any Asset or Liability that is not transferred prior to the Distribution
and is subject to the provisions of Section 2.2(b) as owned by the member of the Group to which such Asset or Liability was intended to be transferred from
and after the Distribution, and shall not take any position inconsistent therewith unless otherwise required by applicable Law.

     Section 2.3 Termination of Agreements.

          (a) Except as set forth in Section 2.3(b), the HII Entities, on the one hand, and the New NGC Entities, on the other hand, hereby terminate any and all
agreements, arrangements, commitments or understandings (including intercompany work orders), whether or not in writing, between or among any HII
Entity, on the one hand, and any New NGC Entity, on the other hand, effective as of the Distribution. No such terminated agreement, arrangement,
commitment or understanding (including any provision thereof that purports to survive termination) shall be of any further force or effect from and after the
Distribution. Each party shall, at the reasonable request of any other party, take, or cause to be taken, such other actions as may be necessary to effect the
foregoing.

          (b) The provisions of Section 2.3(a) shall not apply to any of the following agreements, arrangements, commitments or understandings (or to any of the
provisions thereof):

               (i) this Agreement and the Ancillary Agreements (and each other agreement or instrument expressly contemplated by this Agreement or any Ancillary
Agreement to be entered into by any of the parties or any HII Entities and New NGC Entities);

               (ii) any agreements, arrangements, commitments or understandings to which any non-wholly owned Subsidiary or non-wholly owned Affiliate of
New NGC or HII, as the case may be, is a party (it being understood that directors’ qualifying shares or similar interests will be disregarded for purposes of
determining whether a Subsidiary is wholly owned);

               (iii) any other agreements, arrangements, commitments or understandings that this Agreement or any Ancillary Agreement expressly contemplates
will survive the Distribution;
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               (iv) any confidentiality or non-disclosure agreements among any members of either Group or employees of any member of either Group, including
any obligation not to disclose proprietary or privileged information; and

               (v) any agreements, arrangements, commitments or understandings listed or described on Schedule 2.3(b)(v).

          (c) Except as otherwise expressly and specifically provided in this Agreement or any Ancillary Agreement, all intercompany receivables, payables, loans
and other accounts between any New NGC Entity, on the one hand, and any HII Entity, on the other hand, in existence as of immediately prior to the
Distribution and after giving effect to the Internal Reorganization shall be satisfied and/or settled by the relevant members of the New NGC Group and the New
HII Group no later than the Distribution by (i) forgiveness by the relevant obligor or (ii) one or a related series of repayments, distributions of and/or
contributions to capital, in each case as determined by Northrop Grumman.

     Section 2.4 Novation of Shipbuilding Liabilities .

          (a) Each of New NGC and HII, at the written request of the other party, shall use its reasonable best efforts to obtain, or to cause to be obtained, any
release, Consent, substitution or amendment required to novate or assign all rights and obligations under any agreements, leases, licenses and other obligations
or Liabilities of any nature whatsoever that constitute Shipbuilding Liabilities, or to obtain in writing the unconditional release of all parties to such
arrangements other than any HII Entities, so that, in any such case, HII and the other HII Entities will be solely responsible for such Shipbuilding Liabilities;
provided,  however, that none of the New NGC Entities or the HII Entities shall be obligated to pay any significant (relative to the underlying agreement, lease,
license or obligation) consideration or surrender, release or modify any material rights or material remedies therefor to any third party from whom such
releases, Consents, substitutions and amendments are requested except as expressly set forth in this Agreement or any Ancillary Agreement.

          (b) If New NGC or HII is unable to obtain, or to cause to be obtained, any required release, Consent, substitution or amendment, the applicable New
NGC Entity may continue to be bound by the applicable underlying agreement, lease, license or other obligation or other Liabilities and, unless not permitted
by Law, HII shall, or shall cause another HII Entity to, as agent or subcontractor for such New NGC Entity, pay, perform and discharge fully all the
obligations or other Liabilities of such New NGC Entity thereunder. HII shall indemnify each New NGC Indemnitee and hold it harmless against any
Liabilities arising in connection therewith. New NGC shall pay and remit, or cause to be paid or remitted, to the applicable HII Entity, all money, rights and
other consideration received by any New NGC Entity (net of any applicable expenses) in respect of such performance by such HII Entity (unless any such
consideration is a Retained Asset). If and when any such release, Consent, substitution or amendment shall be obtained or such agreement, lease, license or
other rights, obligations or other Liabilities shall otherwise become assignable or able to be novated, New NGC shall thereafter assign, or cause to be
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assigned, all the New NGC Entities’ rights, obligations and other Liabilities thereunder to the applicable HII Entity without payment of any further
consideration and the applicable HII Entity shall, without the payment of any further consideration, assume such rights, obligations and other Liabilities.

     Section 2.5 Novation of Retained Liabilities .

          (a) Each of New NGC and HII, at the written request of the other party, shall use its reasonable best efforts to obtain, or to cause to be obtained, any
release, Consent, substitution or amendment required to novate or assign all rights and obligations under any agreements, leases, licenses and other obligations
or Liabilities of any nature whatsoever that constitute Retained Liabilities, or to obtain in writing the unconditional release of all parties to such arrangements
other than any New NGC Entities, so that, in any such case, New NGC and the other New NGC Entities will be solely responsible for such Retained
Liabilities; provided,  however, that none of the New NGC Entities or the HII Entities shall be obligated to pay any significant (relative to the underlying
agreement, lease, license or obligation) consideration or surrender, release or modify any material rights or material remedies therefor to any third party from
whom such releases, Consents, substitutions and amendments are requested except as expressly set forth in this Agreement or any Ancillary Agreement.

          (b) If New NGC or HII is unable to obtain, or to cause to be obtained, any required release, Consent, substitution or amendment, the applicable HII
Entity may continue to be bound by the applicable underlying agreement, lease, license or other obligation or other Liabilities and, unless not permitted by Law
or the terms thereof, New NGC shall, or shall cause another New NGC Entity to, as agent or subcontractor for such HII Entity, pay, perform and discharge
fully all the obligations or other Liabilities of such HII Entity thereunder. New NGC shall indemnify each HII Indemnitee and hold it harmless against any
Liabilities arising in connection therewith. HII shall pay and remit, or cause to be paid or remitted, to the applicable New NGC Entity, all money, rights and
other consideration received by any HII Entity (net of any applicable expenses) in respect of such performance by such New NGC Entity (unless any such
consideration is a Shipbuilding Asset). If and when any such release, Consent, substitution, approval or amendment shall be obtained or such agreement,
lease, license or other rights, obligations or other Liabilities shall otherwise become assignable or able to be novated, HII shall thereafter assign, or cause to be
assigned, all the HII Entities’ rights, obligations and other Liabilities thereunder to the applicable New NGC Entity without payment of any further
consideration and the applicable New NGC Entity shall, without the payment of any further consideration, assume such rights, obligations and other
Liabilities.

     Section 2.6 Disclaimer of Representations and Warranties. Each of New NGC (on behalf of itself and each other New NGC Entity) and HII (on behalf of
itself and each other HII Entity) understands and agrees that, except as expressly set forth herein or in any Ancillary Agreement, no party (including its
Affiliates) to this Agreement, any Ancillary Agreement or any other agreement or document contemplated by this Agreement, any Ancillary Agreement or
otherwise, is making any representations or warranties relating in any way to the Assets, businesses or Liabilities transferred or assumed as contemplated
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hereby or thereby, to any Consent required in connection therewith, to the value or freedom from any Security Interests of, or any other matter concerning, any
Assets of such party, or to the absence of any defenses or right of setoff or freedom from counterclaim with respect to any claim or other Asset, including any
accounts receivable, of any party, or to the legal sufficiency of any assignment, document or instrument delivered hereunder to convey title to any Asset or
thing of value upon the execution, delivery and filing hereof or thereof. Except as may expressly be set forth herein or in any Ancillary Agreement, (a) all such
Assets are being transferred on an “as is,” “where is” basis, (b) any implied warranty of merchantability, fitness for a specific purpose or otherwise is hereby
expressly disclaimed, (c) the respective transferees shall bear the economic and legal risks that any conveyance shall prove to be insufficient to vest in the
transferee good and marketable title, free and clear of any Security Interest and (d) none of the New NGC Entities or the HII Entities (including their Affiliates)
or any other Person makes any representation or warranty with respect to any information, documents or material made available in connection with the
Separation or the Distribution, or the entering into of this Agreement or any Ancillary Agreement or the transactions contemplated hereby or thereby, except as
expressly set forth in this Agreement or any Ancillary Agreement.

     Section 2.7 Treatment of Cash.

          (a) Prior to the Distribution, each of the HII Entities shall make capital and other expenditures and operate its cash management, accounts payable and
receivables collection systems in the ordinary course consistent with prior practice.

          (b) From the date of this Agreement until the HII Contribution, NGC (prior to the Holding Company Reorganization) and New NGC (after the Holding
Company Reorganization) shall be entitled to use, retain or otherwise dispose of all cash generated by the Shipbuilding Business and the Shipbuilding Assets
in accordance with the ordinary course operation of NGC’s and New NGC’s respective cash management systems. All such cash shall be a Retained Asset.

     Section 2.8 Replacement of Credit Support .

          (a) New NGC shall use reasonable best efforts to arrange, at its cost and expense and effective at or prior to the Distribution, the replacement of all
Credit Support Instruments relating exclusively to the Retained Business and provided by or through NGC or any other member of the HII Group exclusively
for the benefit of any member of the New NGC Group (the “ New NGC Credit Support Instruments ”) with alternate arrangements that do not require any credit
support from NGC or any other member of the HII Group, and shall use reasonable best efforts to obtain from the beneficiaries of such New NGC Credit
Support Instruments written releases indicating that NGC or such other member of the HII Group will, effective upon the Distribution, have no liability with
respect to such New NGC Credit Support Instruments. In the event that New NGC is unable to obtain any such alternative arrangements for any New NGC
Credit Support Instrument prior to the Distribution, it shall have responsibility for the payment and performance of the obligations underlying such New
NGC Credit Support Instrument.
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          (b) HII shall use reasonable best efforts to arrange, at its cost and expense and effective at or prior to the Distribution, the replacement of certain Credit
Support Instruments identified on Schedule 2.8(b) relating to the Shipbuilding Business and provided by or through NGC or any member of the New NGC
Group for the benefit of any member of the HII Group (other than NGC) (the “ HII Credit Support Instruments”) with alternate arrangements that do not require
any credit support from New NGC or any member of the New NGC Group, and shall use reasonable best efforts to obtain from the beneficiaries of such HII
Credit Support Instruments written releases indicating that NGC or any member of the New NGC Group will, effective upon the Distribution, have no
liability with respect to such HII Credit Support Instruments. In the event that HII is unable to obtain any such alternative arrangements for any HII Credit
Support Instrument prior to the Distribution, it shall have responsibility for the payment and performance of the obligations underlying such HII Credit
Support Instrument.

ARTICLE III
ACTIONS PENDING THE DISTRIBUTION

     Section 3.1 Actions Prior to the Distribution .

          (a) Subject to the conditions specified in Section 3.2 and subject to Section 4.3, each of the parties shall use its reasonable best efforts to consummate the
Distribution. Such actions shall include those specified in this Section 3.1.

          (b) Prior to the Distribution, each of the parties will execute and deliver all Ancillary Agreements to which it is a party, and will cause the other New
NGC Entities and HII Entities, as applicable, to execute and deliver any Ancillary Agreements to which such Persons are parties.

          (c) Prior to the Distribution, HII shall mail the Information Statement to the Record Holders.

          (d) HII shall prepare, file with the SEC and use its reasonable best efforts to cause to become effective any registration statements or amendments thereto
required to effect the establishment of, or amendments to, any employee benefit and other plans necessary or appropriate in connection with the transactions
contemplated by this Agreement or any of the Ancillary Agreements.

          (e) Each of the parties shall take all such actions as may be necessary or appropriate under the securities or blue sky Laws of the states or other political
subdivisions of the United States or of other foreign jurisdictions in connection with the Distribution.

          (f) HII shall prepare and file, and shall use reasonable best efforts to have approved prior to the Distribution, an application for the listing on the NYSE
of the HII Common Stock to be distributed in the Distribution, subject to official notice of listing.

          (g) Prior to the Distribution, the existing directors of HII shall duly elect the individuals listed as members of the HII board of directors in the
Information
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Statement, and such individuals shall become the members of the HII board of directors effective as of no later than immediately prior to the Distribution.

          (h) Prior to the Distribution, New NGC shall deliver or cause to be delivered to HII the resignation from each applicable HII Entity, effective as of no
later than immediately prior to the Distribution, of each individual who will be an employee of any New NGC Entity after the Distribution and who is an
officer or director of any HII Entity immediately prior to the Distribution.

          (i) Immediately prior to the Distribution, the Restated Certificate of Incorporation and Restated Bylaws of HII, each in substantially the form filed as an
exhibit to the Form 10, shall be in effect.

          (j) The parties shall, subject to Section 4.3, take all reasonable steps necessary and appropriate to cause the conditions set forth in Section 3.2 to be
satisfied and to effect the Distribution on the Distribution Date.

     Section 3.2 Conditions to Distribution . The obligations of the parties to consummate the Distribution shall be conditioned on the satisfaction, or waiver by
the Northrop Grumman Board, of the following conditions:

          (a) The Northrop Grumman Board shall, in its sole and absolute discretion, have authorized and approved the Separation and the Distribution and not
withdrawn such authorization and approval.

          (b) The New NGC Board shall have declared the dividend of HII Common Stock to the Record Holders.

          (c) Each Ancillary Agreement shall have been executed by each party thereto.

          (d) The SEC shall have declared the Form 10 effective, no stop order suspending the effectiveness of the Form 10 shall be in effect, and no proceedings
for such purpose shall be pending before or threatened by the SEC.

          (e) The HII Common Stock shall have been accepted for listing on the NYSE or another national securities exchange approved by the Northrop
Grumman Board, subject to official notice of issuance.

          (f) The Internal Reorganization shall have been completed.

          (g) New NGC shall have received the IRS Ruling and the Opinion, each of which shall remain in full force and effect, that the Holding Company
Reorganization, the Internal Reorganization, and the Distribution will qualify for Tax-Free Status.

          (h) HII shall have (i) entered into the HII Credit Facility, (ii) received the net proceeds from the HII Debt and (iii) made the HII Contribution.
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          (i) No order, injunction or decree that would prevent the consummation of the Distribution shall be threatened, pending or issued (and still in effect) by
any Governmental Authority of competent jurisdiction, no other legal restraint or prohibition preventing the consummation of the Distribution shall be in
effect, and no other event outside the control of Northrop Grumman shall have occurred or failed to occur that prevents the consummation of the Distribution.

          (j) No other events or developments shall have occurred prior to the Distribution that, in the judgment of the Northrop Grumman Board, would result in
the Distribution having a significant adverse effect on Northrop Grumman or the Northrop Grumman Stockholders.

          (k) The actions set forth in Sections 3.1(c), (h) and (i) shall have been completed.

          (l) HII shall have delivered to New NGC a certificate signed by the chief financial officer of HII, dated as of the Distribution Date, certifying that the HII
Entities have complied with Section 2.7(a).

     The foregoing conditions may only be waived by the Northrop Grumman Board, in its sole and absolute discretion, are for the sole benefit of Northrop
Grumman and shall not give rise to or create any duty on the part of the Northrop Grumman Board to waive or not waive such conditions or in any way limit
the right of termination of this Agreement set forth in Article IX or alter the consequences of any such termination from those specified in Article IX. Any
determination made by the Northrop Grumman Board prior to the Distribution concerning the satisfaction or waiver of any or all of the conditions set forth in
this Section 3.2 shall be conclusive.

ARTICLE IV
THE DISTRIBUTION

     Section 4.1 The Distribution.

          (a) HII shall cooperate with Northrop Grumman to accomplish the Distribution and shall, at the direction of Northrop Grumman, use its reasonable
best efforts to promptly take any and all actions necessary or desirable to effect the Distribution. Each of the parties will provide, or cause the applicable
member of its Group to provide, to the Agent all documents and information required to complete the Distribution.

          (b) Subject to the terms and conditions set forth in this Agreement, (i) on or prior to the Distribution Date, for the benefit of and distribution to the
Record Holders, New NGC will deliver to the Agent all of the issued and outstanding shares of HII Common Stock then owned by New NGC or any other
New NGC Entity and book-entry authorizations for such shares and (ii) on the Distribution Date, New NGC shall instruct the Agent to distribute, by means
of a pro rata dividend, to each Record Holder (or such Record Holder’s bank or brokerage firm on such Record Holder’s behalf) electronically, by direct
registration in book-entry form, the number of whole shares of HII Common Stock

27



 

to which such Record Holder is entitled based on the Distribution Ratio. The Distribution shall be effective at 12:01 a.m. Eastern time on the Distribution Date.
On or as soon as practicable after the Distribution Date, the Agent will mail an account statement indicating the number of shares of HII Common Stock that
have been registered in book-entry form in the name of each Record Holder.

          (c) With respect to the shares of HII Common Stock remaining with the Agent 180 days after the Distribution Date, the Agent shall deliver any such
shares as directed by HII, with the consent of New NGC (which consent shall not be unreasonably withheld or delayed).

     Section 4.2 Fractional Shares. The Agent and New NGC shall, as soon as practicable after the Distribution Date, (a) determine the number of whole shares
and fractional shares of HII Common Stock allocable to each Record Holder, (b) aggregate all such fractional shares into whole shares and sell the whole
shares obtained thereby in open market transactions at then-prevailing trading prices on behalf of Record Holders that would otherwise be entitled to fractional
share interests and (c) distribute to each such Record Holder, or for the benefit of each beneficial owner of fractional shares, such Record Holder’s or beneficial
owner’s ratable share of the net proceeds of such sales, based upon the average gross selling price per share of HII Common Stock after making appropriate
deductions for any amount required to be withheld under applicable Tax Law and less any transfer Taxes. HII will be responsible for payment of any
brokerage fees associated with such sales. The Agent, in its sole discretion, will determine the timing and method of selling such shares, the selling price of
such shares and the broker-dealer to which such shares will be sold; provided,  however, that the designated broker-dealer is not an Affiliate of New NGC or
HII. Neither New NGC nor HII will pay any interest on the proceeds from the sale of such shares.

     Section 4.3 Sole Discretion of the Northrop Grumman Board and New NGC Board . Subject to the last sentence of this Section 4.3, the Northrop Grumman
Board shall, in its sole and absolute discretion, determine the Distribution Date and all terms of the Distribution, including the form, structure and terms of
any transactions and/or offerings to effect the Distribution and the timing of and conditions to the consummation thereof. In addition, and notwithstanding
anything to the contrary set forth below, the Northrop Grumman Board, in its sole and absolute discretion, may at any time and from time to time until the
Distribution decide to abandon the Distribution or modify or change the terms of the Distribution, including by accelerating or delaying the timing of the
consummation of all or part of the Distribution. The New NGC Board shall determine the Record Date.

ARTICLE V
MUTUAL RELEASES; INDEMNIFICATION

     Section 5.1 Release of Pre-Distribution Claims .

          (a) Except (i) as provided in Section 5.1(c), (ii) as may be otherwise provided in this Agreement or any Ancillary Agreement and (iii) for any matter for
which any HII Indemnitee is entitled to indemnification pursuant to this Article V, effective as of
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the Distribution, HII does hereby, for itself and each other HII Entity and their respective Affiliates, predecessors, successors and assigns, and, to the extent
HII legally may, all Persons that at any time prior or subsequent to the Distribution have been stockholders, directors, officers, members, agents or employees
of HII or any other HII Entity (in each case, in their respective capacities as such), remise, release and forever discharge each New NGC Entity, their respective
Affiliates, successors and assigns, and all Persons that at any time prior to the Distribution have been stockholders, directors, officers, members, agents or
employees of New NGC or any other New NGC Entity (in each case, in their respective capacities as such), and their respective heirs, executors,
administrators, successors and assigns, from any and all Liabilities whatsoever, whether at law or in equity, whether arising under any contract or agreement,
by operation of law or otherwise, existing or arising from or relating to any acts or events occurring or failing to occur or alleged to have occurred or to have
failed to occur or any conditions existing or alleged to have existed on or before the Distribution Date, whether or not known as of the Distribution Date,
including any claims with respect to the sufficiency or condition of the Shipbuilding Assets or the allocation of Liabilities to the HII Group.

          (b) Except (i) as provided in Section 5.1(c), (ii) as may be otherwise provided in this Agreement or any Ancillary Agreement and (iii) for any matter for
which any New NGC Indemnitee is entitled to indemnification pursuant to this Article V, New NGC does hereby, for itself and each other New NGC Entity
and their respective Affiliates, successors and assigns, and, to the extent New NGC legally may, all Persons that at any time prior to the Distribution have
been stockholders, directors, officers, members, agents or employees of New NGC or any other New NGC Entity (in each case, in their respective capacities
as such), remise, release and forever discharge each HII Entity, their respective Affiliates, successors and assigns, and all Persons that at any time prior to the
Distribution have been stockholders, directors, officers, members, agents or employees of HII or any other HII Entity (in each case, in their respective
capacities as such), and their respective heirs, executors, administrators, successors and assigns, from any and all Liabilities whatsoever, whether at law or
in equity, whether arising under any contract or agreement, by operation of law or otherwise, existing or arising from any acts or events occurring or failing to
occur or alleged to have occurred or to have failed to occur or any conditions existing or alleged to have existed on or before the Distribution Date, whether or not
known as of the Distribution Date.

          (c) Nothing contained in Section 5.1(a) or 5.1(b) shall impair any right of any Person to enforce this Agreement, any Ancillary Agreement, including the
applicable Schedules hereto and thereto, or any arrangement that is not to terminate as of the Distribution, as specified in Section 2.3(b). Nothing contained in
Section 5.1(a) or 5.1(b) shall release any Person from:

               (i) any Liability provided in or resulting from any agreement among any New NGC Entities and any HII Entities that is not to terminate as of the
Distribution, as specified in Section 2.3(b), or any other Liability that is not to terminate as of the Distribution, as specified in Section 2.3(b);

29



 

               (ii) any Liability, contingent or otherwise, assumed, transferred, assigned or allocated to the Group of which such Person is a member in accordance
with, or any other Liability of any member of any Group under, this Agreement or any Ancillary Agreement; or

               (iii) any Liability the release of which would result in the release of any Person other than a Person released pursuant to this Section 5.1; provided
that the parties agree not to bring suit or permit any of their Subsidiaries to bring suit against any Person with respect to any Liability to the extent that such
Person would be released with respect to such Liability by this Section 5.1 but for the provisions of this clause (iii).

          (d) HII shall not make, and shall not permit any other HII Entity to make, any claim or demand, or commence any Action asserting any claim or
demand, including any claim for indemnification, against any New NGC Entity, or any other Person released pursuant to Section 5.1(a), with respect to any
Liabilities released pursuant to Section 5.1(a). New NGC shall not, and shall not permit any other New NGC Entity, to make any claim or demand, or
commence any Action asserting any claim or demand, including any claim for indemnification, against any HII Entity, or any other Person released pursuant
to Section 5.1(b), with respect to any Liabilities released pursuant to Section 5.1(b).

          (e) At any time, at the request of any other party, each party shall cause each member of its respective Group to execute and deliver releases in form
reasonably satisfactory to the other party reflecting the provisions of this Section 5.1.

     Section 5.2 Indemnification by HII and NGSB . Subject to Section 5.4, following the Distribution, HII and NGSB shall jointly and severally indemnify,
defend and hold harmless New NGC, each New NGC Entity and each of their respective current, former and future directors, officers and employees, and
each of the heirs, executors, successors and assigns of any of the foregoing (collectively, the “ New NGC Indemnitees”), from and against any and all
Liabilities of the New NGC Indemnitees relating to, arising out of or resulting from any of the following items (without duplication):

          (a) the Shipbuilding Liabilities; and

          (b) any breach by any HII Entity of this Agreement or any of the Ancillary Agreements (other than the Tax Matters Agreement and the Ingalls Indemnity
Agreement, which shall be subject to the provisions contained therein).

     Section 5.3 Indemnification by New NGC and NGSC . Subject to Section 5.4, following the Distribution, New NGC and NGSC shall jointly and
severally indemnify, defend and hold harmless HII, each HII Entity and each of their respective current, former and future directors, officers and employees,
and each of the heirs, executors, successors and assigns of any of the foregoing (collectively, the “ HII Indemnitees”), from and against any and all Liabilities
of the HII Indemnitees relating to, arising out of or resulting from any of the following items (without duplication):

          (a) the Retained Liabilities; and
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          (b) any breach by any New NGC Entity of this Agreement or any of the Ancillary Agreements (other than the Tax Matters Agreement and the Ingalls
Indemnity Agreement, which shall be subject to the provisions contained therein).

     Section 5.4 Indemnification Obligations Net of Insurance Proceeds and Other Amounts .

          (a) The parties intend that any Liability subject to indemnification or reimbursement pursuant to this Agreement will be net of Insurance Proceeds and
other amounts received that actually reduce the amount of the Liability for which indemnification is sought. Accordingly, the amount which any party (an
“Indemnifying Party”) is required to pay to any Person entitled to indemnification or reimbursement under this Agreement (an “ Indemnitee”) will be reduced by
any Insurance Proceeds and other amounts theretofore actually recovered by or on behalf of the Indemnitee in reduction of the related Liability. If an Indemnitee
receives a payment (an “Indemnity Payment”) required by this Agreement from an Indemnifying Party in respect of any Liability and subsequently receives
Insurance Proceeds or other amounts therefor, then the Indemnitee will promptly pay to the Indemnifying Party an amount equal to the excess of the Indemnity
Payment received over the amount of the Indemnity Payment that would have been due if the Insurance Proceeds or other amounts had been received, realized
or recovered before the Indemnity Payment was made.

          (b) In the case of any Shared Liability, any Insurance Proceeds actually received, realized or recovered by any party in respect of the Shared Liability
will be shared between the New NGC Group and the HII Group in accordance with their respective Applicable Proportions, regardless of which Group may
actually receive, realize or recover such Insurance Proceeds.

          (c) An insurer that would otherwise be obligated to defend or make payment in response to any claim shall not be relieved of the responsibility with
respect thereto or, solely by virtue of the indemnification provisions hereof, have any subrogation rights with respect thereto, it being expressly understood and
agreed that no insurer or any other third party shall be entitled to a “windfall” (i.e., a benefit it would not be entitled to receive in the absence of the
indemnification provisions of this Agreement) by virtue of the indemnification provisions hereof.

     Section 5.5 Third-Party Claims.

          (a) If an Indemnitee shall receive notice or otherwise learn of the assertion by a Person (including any Governmental Authority) that is not a New NGC
Entity or a HII Entity of any claim (including environmental claims and demands or requests for investigation or remediation of contamination) or of the
commencement by any such Person of any Action with respect to which an Indemnifying Party may be obligated to provide indemnification to such
Indemnitee pursuant to this Agreement or any Ancillary Agreement (collectively, a “Third-Party Claim”), such Indemnitee shall give such Indemnifying Party
written notice thereof as soon as promptly practicable, but no later than 20 days after becoming aware of such Third-Party Claim. Any such notice shall
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describe the Third-Party Claim in reasonable detail and contain written correspondence received from the third party that relates to the Third-Party Claim.
Notwithstanding the foregoing, the failure of any Indemnitee to give notice as provided in this Section 5.5(a) shall not relieve the related Indemnifying Party of
its obligations under this Article V, except to the extent that such Indemnifying Party is prejudiced by such failure to give notice.

          (b) With respect to any Third-Party Claim that is or may be a Shared Liability:

               (i) If the Indemnifying Party receiving any notice pursuant to Section 5.5(a) or the Indemnitee believes that the Third-Party Claim is or may be a
Shared Liability, such Indemnifying Party or Indemnitee may make a Determination Request within 30 days after the notice given by the Indemnitee to the
Indemnifying Party pursuant to Section 5.5(a). Upon the making of a Determination Request, the applicable Indemnitee shall assume the defense of such
Third-Party Claim until a determination as to whether such Third-Party Claim is a Shared Liability. In the event of such assumption of defense, such
Indemnitee shall be entitled to reimbursement of all the costs and expenses of such defense once a final determination or acknowledgement is made that such
Indemnitee is entitled to indemnification with respect to such Third-Party Claim; provided, that if such Third-Party Claim is determined to be a Shared
Liability, such costs and expenses shall be shared as provided in Section 5.5(b)(ii). If it is determined by New NGC and HII or by the Allocation Committee
that the Third-Party Claim is a Shared Liability, the Managing Party (as determined in accordance with Section 6.1(a)) shall assume the defense of such
Third-Party Claim as soon as reasonably practicable following such determination.

               (ii) A party’s costs and expenses of assuming the defense of (subject to Section 5.5(b)(i)), and/or seeking to settle or compromise (subject to
Section 5.5(b)(iv)), any Third-Party Claim that is a Shared Liability shall be included in the calculation of the amount of the applicable Shared Liability in
determining the obligations of the parties with respect thereto pursuant to Section 6.4.

               (iii) The Managing Party shall consult with the Non-Managing Party prior to taking any action with respect to any Third-Party Claim that is a
Shared Liability if the Managing Party’s action could reasonably be expected to have a significant adverse impact (financial or non-financial) on the Non-
Managing Party, including a significant adverse impact on the rights, obligations, operations, standing or reputation of the Non-Managing Party (or its
Subsidiaries or Affiliates), and the Managing Party shall not take such action without the prior written consent of the Non-Managing Party, which consent
shall not be unreasonably withheld or delayed.

               (iv) The Managing Party shall promptly give notice to the Non-Managing Party regarding the substance of any settlement related discussions with
respect to any Third-Party Claim that is a Shared Liability if (A) the Non-Managing Party is required to share in any significant aspect of the costs and
expenses, proceeds or obligations resulting from such settlement or (B) the settlement can reasonably be expected to have a significant impact (financial or
nonfinancial) on the Non-Managing Party. In
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such instances, the Managing Party shall not settle such Third-Party Claim without the prior written consent of the Non-Managing Party, which consent shall
not be unreasonably withheld or delayed.

          (c) With respect to any Third-Party Claim that is not a Shared Liability:

               (i) Unless the parties otherwise agree, within 30 days after the receipt of notice from an Indemnitee in accordance with Section 5.5(a), an
Indemnifying Party shall defend (and, unless the Indemnifying Party has specified any reservations or exceptions, may seek to settle or compromise), at such
Indemnifying Party’s own cost and expense and by such Indemnifying Party’s own counsel, any Third-Party Claim that is not a Shared Liability. The
applicable Indemnitee shall have the right to employ separate counsel and to participate in (but not control) the defense, compromise, or settlement thereof, but
the fees and expenses of such counsel shall be the expense of such Indemnitee. Notwithstanding the foregoing, the Indemnifying Party shall be liable for the
fees and expenses of counsel employed by the Indemnitee (A) for any period during which the Indemnifying Party has not assumed the defense of such Third-
Party Claim (other than during any period in which the Indemnitee shall have failed to give notice of the Third-Party Claim in accordance with Section 5.5(a))
or (B) to the extent that such engagement of counsel is as a result of a conflict of interest, as reasonably determined by the Indemnitee acting in good faith.

               (ii) No Indemnifying Party shall consent to entry of any judgment or enter into any settlement of any Third-Party Claim that is not a Shared
Liability without the consent of the applicable Indemnitee; provided,  however, that such Indemnitee shall be required to consent to such entry of judgment or to
such settlement that the Indemnifying Party may recommend if the judgment or settlement (A) contains no finding or admission of any violation of Law or any
violation of the rights of any Person, (B) involves only monetary relief which the Indemnifying Party has agreed to pay and could not reasonably be expected to
have a significant adverse impact (financial or non-financial) on the Indemnitee, including a significant adverse impact on the rights, obligations, operations,
standing or reputation of the Indemnitee (or any of its Subsidiaries or Affiliates), and (C) includes a full and unconditional release of the Indemnitee.
Notwithstanding the foregoing, in no event shall an Indemnitee be required to consent to any entry of judgment or settlement if the effect thereof is to permit any
injunction, declaratory judgment, other order or other nonmonetary relief to be entered, directly or indirectly, against any Indemnitee.

          (d) Whether or not the Indemnifying Party assumes the defense of a Third-Party Claim, no Indemnitee shall admit any liability with respect to, or settle,
compromise or discharge, such Third-Party Claim without the Indemnifying Party’s prior written consent, which consent shall not be unreasonably withheld
or delayed.

          (e) Notwithstanding anything to the contrary in this Section 5.5 or in Article VI, the additional provisions of the Litigation Management Agreement shall
govern with respect to all Third-Party Claims (including Shared Actions) specifically set forth therein or covered by the terms thereof, and the Litigation
Management Agreement shall
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control over any inconsistent provisions of this Section 5.5 and Article VI as to such Third-Party Claims.

     Section 5.6 Additional Matters.

          (a) Any claim on account of a Liability that does not result from a Third-Party Claim shall be timely asserted by written notice given by the Indemnitee
to the related Indemnifying Party. Such Indemnifying Party shall have a period of 30 days after the receipt of such notice within which to respond thereto. If
such Indemnifying Party does not respond within such 30-day period, such Indemnifying Party shall be deemed to have refused to accept responsibility to
make payment. If such Indemnifying Party does not respond within such 30-day period or rejects such claim in whole or in part, such Indemnitee shall be free
to pursue remedies as specified by this Agreement and the Ancillary Agreements.

          (b) In the event of payment by or on behalf of any Indemnifying Party to any Indemnitee in connection with any Third-Party Claim, such Indemnifying
Party shall be subrogated to and shall stand in the place of such Indemnitee as to any events or circumstances in respect of which such Indemnitee may have
any right, defense or claim relating to such Third-Party Claim against any claimant or plaintiff asserting such Third-Party Claim or against any other Person.
Such Indemnitee shall cooperate with such Indemnifying Party in a reasonable manner, and at the cost and expense of such Indemnifying Party, in prosecuting
any subrogated right, defense or claim.

          (c) In the event of an Action in which the Indemnifying Party is not a named defendant, if either the Indemnitee or the Indemnifying Party shall so
request, the parties shall endeavor to substitute the Indemnifying Party for the named defendant, if reasonably practicable. If such substitution or addition
cannot be achieved or is not requested, the named defendant shall allow the Indemnifying Party to manage the Action as set forth in this Agreement and the
Litigation Management Agreement and the Indemnifying Party shall fully indemnify the named defendant against all costs of defending the Action (including
court costs, sanctions imposed by a court, attorneys’ fees, experts’ fees and all other external expenses, and the allocated costs of in-house counsel and other
personnel), the costs of any judgment or settlement, and the cost of any interest or penalties relating to any judgment or settlement.

     Section 5.7 Remedies Cumulative. The remedies provided in this Article V shall be cumulative and shall not preclude assertion by any Indemnitee of any
other rights or the seeking of any and all other remedies against any Indemnifying Party.

     Section 5.8 Survival of Indemnities . The rights and obligations of each of New NGC, NGSC, HII, NGSB and their respective Indemnitees under this
Article V shall survive the sale or other transfer by any party of any Assets or businesses or the assignment by it of any Liabilities.

     Section 5.9 Limitation on Liability. Except as may expressly be set forth in this Agreement, none of New NGC, NGSC, HII, NGSB or any other member
of either Group
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shall in any event have any Liability to the other or to any other member of the other’s Group, or to any other New NGC Indemnitee or HII Indemnitee, as
applicable, under this Agreement (a) to the extent that any such Liability resulted from any willful violation of Law or fraud by the party seeking
indemnification or (b) for any indirect, punitive or consequential damages. Notwithstanding the foregoing, the provisions of this Section 5.9 shall not limit an
Indemnifying Party’s indemnification obligations with respect to any Liability that any Indemnitee may have to any third party not affiliated with any member
of the New NGC Group or the HII Group.

ARTICLE VI
SHARED GAINS AND SHARED LIABILITIES

     Section 6.1 Managing Party.

          (a) With respect to any Shared Gain or Shared Liability, either HII or New NGC shall be the “ Managing Party.” With respect to any Shared Gain
identified on Schedule 1.1(a)(2) or any Shared Liability identified on Schedule 1.1(a)(1), the Managing Party shall be the party with the higher Applicable
Proportion as set forth on such Schedule, and, with respect to specified Shared Actions under the Litigation Management Agreement, the Managing Party shall
be as set forth therein. In all other cases, the Managing Party shall be selected by the Allocation Committee in accordance with Sections 6.1(b) and 6.2.

          (b) In determining which party shall be the Managing Party, the Allocation Committee shall consider as the primary factor in such a determination
which party is subject to the greater financial, operational and reputational risk or exposure in connection with such Shared Gain or Shared Liability,
including the relative Applicable Proportion of each Group with respect to such Shared Gain or Shared Liability. The Allocation Committee shall also consider
such other factors as the Allocation Committee deems appropriate, including if applicable, which party has control over the potentially relevant documentation
and possible witnesses with respect to such Shared Gain or Shared Liability.

     Section 6.2 Allocation Committee.

          (a) New NGC and HII will form the Allocation Committee for the following purposes:

               (i) resolving whether (A) any claim or right is a Shared Gain or (B) any Liability is a Shared Liability, in each case if not otherwise agreed between
New NGC and HII;

               (ii) except with respect to the matters described on Schedule 1.1(a)(1) or Schedule 1.1(a)(2), determining the Applicable New NGC Proportion and
the Applicable HII Proportion of any Shared Gains and Shared Liabilities; and
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               (iii) determining whether HII or New NGC shall be the Managing Party of any Shared Gain or Shared Liability.

          (b) New NGC and HII shall refer (i) any Shared Liability not identified on Schedule 1.1(a)(1) and any Shared Gain not identified on Schedule 1.1(a)(2)
or in the Litigation Management Agreement to the Allocation Committee to determine the Applicable New NGC Proportion and the Applicable HII Proportion of
such Shared Gain or Shared Liability, and the Managing Party of such Shared Gain or Shared Liability, and (ii) any potential Shared Gains or Shared
Liabilities that New NGC and HII are not able to agree are Shared Gains or Shared Liabilities to the Allocation Committee for resolution of the status thereof. If
the Allocation Committee reaches a determination (which shall be made within 30 days after such referral on a matter submitted to the Allocation Committee by
any of New NGC or HII), then that determination shall be binding on New NGC and HII and their respective successors and assigns.

          (c) In the event that the Allocation Committee cannot reach a determination within 30 days after the referral pursuant to Section 6.2(b) as to (i) the
appropriate allocation of Shared Gains or Shared Liabilities between the New NGC Group and the HII Group, (ii) the nature or status of any such Shared
Liabilities or Shared Gains or (iii) the Managing Party of any such Shared Liabilities or Shared Gains or any other matter under consideration by the
Allocation Committee, then the procedures set forth in Article X of this Agreement shall govern.

     Section 6.3 Shared Gains.

          (a) If either HII or New NGC becomes aware of any claim or right that may reasonably be expected to be a Shared Gain, it shall notify the other party in
writing as soon as promptly practicable, but no later than 20 days after becoming aware of such potential Shared Gain, which notice shall describe the
potential Shared Gain in reasonable detail. Such other party may make a Determination Request within 30 days after receipt of such notice.

          (b) Any benefit that may be received from any Shared Gain shall be shared between New NGC and HII in proportion to the Applicable New NGC
Proportion and the Applicable HII Proportion, respectively, and shall be paid in accordance with Section 6.5. The Managing Party of any Shared Gain shall
have the authority to commence, prosecute, settle, manage, waive, release, discharge and otherwise determine all matters with respect to such Shared Gain.
The Non-Managing Party of such Shared Gain shall not take, or permit any member of its Group to take, any action (including commencing any claim) that
would interfere with such rights and powers of the Managing Party, except as required by applicable Law or contract (in which case the Non-Managing Party
shall provide advance notice of such action to the Managing Party and shall give the Managing Party the opportunity to consult with respect to such action).
The Managing Party of such Shared Gain shall use its reasonable best efforts to notify the Non-Managing Party promptly in the event that it commences an
Action with respect to a Shared Gain. The Managing Party of any Shared Gain may elect not to pursue such Shared Gain for any reason whatsoever
(including a different assessment of the merits of any Action, claim or
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right than the other party or any business reasons that are in the best interests of the Managing Party or a member of the Managing Party’s Group, without
regard to the best interests of any member of the other Group) and no member of the Managing Party’s Group with a majority interest in such Shared Gain
shall have any liability to any Person (including any member of the other Group) as a result of any such determination. In the event that the Managing Party of
any Shared Gain elects not to pursue such Shared Gain, the Non-Managing Party may request in writing to the Managing Party that the Non-Managing Party
have the right to pursue such Shared Gain on behalf of the Non-Managing Party and the Managing Party (in which case, the Non-Managing Party shall be
treated as the Managing Party for purposes of such Shared Gain); provided,  however, that the Managing Party may refuse such request in its sole discretion.

          (c) Upon the making of a Determination Request, New NGC alone may, but shall not be obligated to, commence prosecution or other assertion of the
claim or right that is subject to such Determination Request pending resolution of the status of such claim or right. In the event that New NGC commences any
such prosecution or assertion and, upon resolution of the Determination Request, it is determined hereunder that any such claim or right of HII is not a Shared
Gain or that HII is the Managing Party of such Shared Gain, New NGC shall discontinue the prosecution or assertion of such claim or right and transfer the
control thereof to HII as soon as reasonably practicable. In such event, if HII elects not to continue the prosecution of such claim or right, HII will reimburse
New NGC for all costs and expenses incurred prior to resolution of such dispute in the prosecution or assertion of such claim or right.

     Section 6.4 Shared Liabilities. Each of New NGC and HII shall be responsible for its Applicable Proportion of any Shared Liability. The Managing Party
shall be responsible for managing, and shall have the authority to manage, the defense or prosecution, as applicable, and resolution of a Shared Liability. It
shall not be a defense to any obligations by any party to pay any amount in respect of any Shared Liability that such party was not consulted in the response
to or defense thereof (except to the extent such consultation was required under this Agreement or the Litigation Management Agreement), that such party’s
views or opinions as to the conduct of such response to or defense or the reasonableness of any settlement were not accepted or adopted, that such party does
not approve of the quality or manner of the response to or defense thereof or that such Shared Liability was incurred by reason of a settlement rather than by a
judgment or other determination of liability (even if, subject to Section 5.5(b)(iv) and the applicable provisions of the Litigation Management Agreement, such
settlement was effected without the consent or over the objection of such party).

     Section 6.5 Payments. Any amount owed in respect of (a) any Shared Liabilities (including reimbursement for the cost or expense of defense of any Third-
Party Claim that is a Shared Liability) or (b) any Shared Gains (including reimbursement for the costs or expenses to commence, prosecute or settle matters
with respect to a Shared Gain), pursuant to this Article VI shall be remitted within 30 days after the party entitled to such amount provides an invoice
(including reasonable supporting information with respect thereto) to the party owing such amount; provided,  however, that the Applicable
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Proportion of any amounts recovered with respect to any Shared Gain or Shared Liability shall be payable within 30 days after receipt thereof by the party
recovering such amount.

ARTICLE VII
EXCHANGE OF INFORMATION; CONFIDENTIALITY

     Section 7.1 Agreement for Exchange of Information .

          (a) Except in the case of an adversarial Action or threatened adversarial Action related to a request hereunder by any member of either the New NGC
Group or the HII Group against any member of the other Group (which shall be governed by such discovery rules as may be applicable thereto), and subject to
Section 7.1(b), each of New NGC and HII, on behalf of the members of its respective Group, shall use reasonable best efforts to provide (except as otherwise
provided in this Agreement or any Ancillary Agreement, at the sole cost and expense of the requesting party), or cause to be provided, to the other Group, at
any time before or after the Distribution, as soon as reasonably practicable after written request therefor, any Information in the possession or under the control
of the members of such respective Group that the requesting party reasonably requests (i) in connection with reporting, disclosure, filing or other requirements
imposed on the requesting party (including under applicable securities, defense contracting or Tax Laws) by a Governmental Authority having jurisdiction
over the requesting party, (ii) for use in any other judicial, regulatory, administrative, Tax, insurance or other proceeding or in order to satisfy audit,
accounting, claims, regulatory, investigation, litigation, Tax or other similar requirements, or (iii) to comply with its obligations under this Agreement or any
Ancillary Agreement. The receiving party shall use any Information received pursuant to this Section 7.1(a) solely to the extent reasonably necessary to satisfy
the applicable obligations or requirements described in the immediately preceding sentence and shall otherwise take reasonable steps to protect such
Information. Nothing in this Section 7.1 shall be construed as obligating a party to create Information not already in its possession or control.

          (b) In the event that any party determines that the exchange of any Information pursuant to Section 7.1(a) is reasonably likely to violate any Law or
binding agreement, or waive or jeopardize any attorney-client privilege, or attorney work product protection, such party shall not be required to provide access
to or furnish such Information to the other party; provided,  however, that the parties shall take all reasonable measures to permit compliance with
Section 7.1(a) in a manner that avoids any such harm or consequence. New NGC and HII intend that any provision of access to or the furnishing of
Information that would otherwise be within the ambit of any legal privilege shall not operate as a waiver of such privilege.

          (c) After the Distribution, each of New NGC and HII shall maintain in effect systems and controls reasonably intended to enable the members of the
other Group to satisfy their respective known reporting, accounting, disclosure, audit and other obligations.
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     Section 7.2 Ownership of Information . Any Information owned by a member of one Group that is provided to a requesting party pursuant to Section 7.1
shall be deemed to remain the property of the providing party. Except as specifically set forth herein, nothing contained in this Agreement shall be construed as
granting or conferring rights of license or otherwise in any such Information.

     Section 7.3 Compensation for Providing Information . The party requesting Information pursuant to Section 7.1 agrees to reimburse the party providing
such Information for the reasonable costs, if any, of creating, gathering and copying such Information, to the extent that such costs are incurred for the benefit
of the requesting party. Except as may be otherwise specifically provided elsewhere in this Agreement or in any other agreement between the parties, such costs
shall be computed in accordance with the providing party’s standard methodology and procedures.

     Section 7.4 Record Retention. Except for the matters addressed specifically in Section 8.7, to facilitate the possible exchange of Information pursuant to this
Article VII and other provisions of this Agreement from and after the Distribution, each of the parties agrees to use reasonable best efforts to retain all
Information in accordance with its record retention policy as in effect immediately prior to the Distribution or as modified in good faith thereafter; provided,
however, that to the extent any Ancillary Agreement provides for a longer period of retention of certain Information, such longer period shall control. Each party
agrees to retain any Information that, prior to the Distribution, is subject to a subpoena or a “do not destroy” notice issued by NGC or any of its Subsidiaries
prior to the Distribution until such subpoena or notice is no longer applicable to such Information.

     Section 7.5 Limitation of Liability. No party shall have any liability to any other party in the event that any Information exchanged or provided pursuant to
this Agreement that is an opinion, estimate or forecast, or that is based on an opinion, estimate or forecast, is found to be inaccurate, in the absence of willful
misconduct by the party providing such Information. No party shall have any liability to any other party if any Information is destroyed after reasonable best
efforts by such party to comply with the provisions of Section 7.4.

     Section 7.6 Other Agreements Providing for Exchange of Information . The rights and obligations granted under this Article VII shall be subject to any
specific limitations, qualifications or additional provisions on the sharing, exchange or confidential treatment of Information set forth in any Ancillary
Agreement.

     Section 7.7 Cooperation.

          (a) From and after the Distribution, except in the case of an adversarial Action or threatened adversarial Action by any member of either the New NGC
Group or the HII Group against any member of the other Group (which shall be governed by such discovery rules as may be applicable thereto), each party,
upon reasonable written request of the other party, shall use reasonable efforts to cooperate and consult in good faith with the other party to the extent such
cooperation and consultation is reasonably necessary with respect to (i) any Action, (ii) this Agreement or any of the Ancillary Agreements or any of

39



 

the transactions contemplated hereby or thereby or (iii) any audit, investigation or any other legal requirement, and, upon reasonable written request of the other
party, shall use reasonable efforts to make available to such other party the former, current and future directors, officers, employees, other personnel and
agents of the members of its respective Group (whether as witnesses or otherwise).

          (b) Notwithstanding the foregoing, Section 7.7(a) shall not require a party to take any step that would significantly interfere, or that such party
reasonably determines could significantly interfere, with its business.

          (c) Except in the case of any Assigned Action or Shared Action, the requesting party shall bear all costs and expenses in connection therewith.

          (d) The obligations set forth in this Section 7.7 shall survive until the tenth anniversary thereof, except in the case of any Assigned Action or Shared
Action, in which case such obligations shall survive until the final resolution of such Actions.

     Section 7.8 Confidentiality.

          (a) Except as provided in Section 8.7 and subject to Section 7.9, each of New NGC and HII, on behalf of itself and each member of its Group, shall
hold, and shall cause its respective directors, officers, employees, agents, accountants, counsel and other advisors and representatives to hold, in strict
confidence and not release or disclose, with at least the same degree of care, but no less than a reasonable degree of care, that it applies to its own business
sensitive and proprietary information, all Information concerning the other Group or its business that is either in its possession (including Information in its
possession prior to the Distribution) or furnished by any member of such other Group or its respective directors, officers, employees, agents, accountants,
counsel and other advisors and representatives at any time pursuant to this Agreement, any Ancillary Agreement or otherwise, and shall not use any such
Information other than for such purposes as shall be expressly permitted hereunder or thereunder, except, in each case, to the extent that such Information is
(i) in the public domain through no fault of such party or any member of such Group or any of their respective directors, officers, employees, agents,
accountants, counsel and other advisors and representatives, (ii) later lawfully acquired from other sources by such party (or any member of such party’s
Group), which sources are not themselves bound by a confidentiality obligation, or (iii) independently generated without reference to any proprietary or
confidential Information of the disclosing party or its Group.

          (b) Except as provided in Section 8.7, no receiving party shall release or disclose, or permit to be released or disclosed, any such Information
concerning the other Group to any other Person, except its directors, officers, employees, agents, accountants, counsel and other advisors and representatives
who need to know such Information (who shall be advised of their obligations hereunder with respect to such Information), except in compliance with
Section 7.9. Without limiting the foregoing, when any Information concerning the other Group or its business is no longer needed for the purposes
contemplated by this Agreement or any Ancillary Agreement, each disclosing party will,
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promptly after the request of the receiving party, either return to the disclosing party all Information in a tangible form (including all copies thereof and all
notes, extracts or summaries based thereon) or certify to the disclosing party that it has destroyed such Information (and such copies thereof and such notes,
extracts or summaries based thereon).

     Section 7.9 Protective Arrangements . Except as provided in Section 8.7, in the event that any party or any member of its Group either determines on the
advice of its counsel that it should disclose any Information pursuant to applicable Law or receives any demand under lawful process or from any
Governmental Authority or properly constituted arbitral authority to disclose or provide Information of any other party (or any member of any other party’s
Group) that is subject to the confidentiality provisions hereof, the Person required to disclose the Information shall give the applicable Person prompt, and to
the extent reasonably practicable, prior written notice of such disclosure and an opportunity to contest such disclosure, and shall use reasonable best efforts to
cooperate, at the expense of the requesting Person, in seeking any reasonable protective arrangements requested by such Person. In the event that such
appropriate protective arrangement or order or other remedy is not obtained, the Person that is required to disclose such Information shall furnish, or cause to
be furnished, only that portion of such Information that is legally required to be disclosed and shall use reasonable best efforts to ensure that confidential
treatment is accorded such Information. This Section 7.9 shall not apply to the disclosure of any Information to any Governmental Authority that is
reasonably necessary to respond to any inquiry by any Governmental Authority.

ARTICLE VIII
FURTHER ASSURANCES AND ADDITIONAL COVENANTS

     Section 8.1 Further Assurances .

          (a) In addition to the actions specifically provided for elsewhere in this Agreement, each of the parties shall use its reasonable best efforts, prior to, on
and after the Distribution Date, to take, or cause to be taken, all actions, and to do, or cause to be done, all things, reasonably necessary, proper or advisable
under applicable Law, regulations and agreements to consummate and make effective the transactions contemplated by this Agreement and the Ancillary
Agreements.

          (b) Without limiting the foregoing, prior to, on and after the Distribution Date, each party shall cooperate with the other parties, and without any further
consideration, but at the expense of the requesting party, to (i) execute and deliver, or use its reasonable best efforts to cause to be executed and delivered, all
instruments, including any instruments of conveyance, assignment and transfer as such party may be reasonably requested to execute and deliver to the other
party, (ii) make, or cause to be made, all filings with, and to obtain, or cause to be obtained, all consents, approvals or authorizations of, any Governmental
Authority or any other Person under any permit, license, agreement, indenture or other instrument, (iii) seek, obtain, or cause to be obtained, any
Governmental Approvals or other Consents required to effect the Separation or the Distribution and (iv) take all such other actions as such party may
reasonably be requested to take by any other party from time to time, consistent with the terms of this
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Agreement and the Ancillary Agreements, in order to effectuate the provisions and purposes of this Agreement and the Ancillary Agreements and the transfers
of the Shipbuilding Assets and the Retained Assets and the assignment and assumption of the Shipbuilding Liabilities and the Retained Liabilities and the
other transactions contemplated hereby and thereby. Without limiting the foregoing, each party will, at the reasonable request, cost and expense of any other
party, take such other actions as may be reasonably necessary to vest in such other party good and marketable title, if and to the extent it is practicable to do
so.

          (c) On or prior to the Distribution Date, New NGC and HII in their respective capacities as direct and indirect stockholders of their respective
Subsidiaries, shall each ratify any actions that are reasonably necessary or desirable to be taken by New NGC and HII or any other Subsidiary of New NGC,
as the case may be, to effectuate the transactions contemplated by this Agreement.

          (d) The parties agree to cooperate, both prior to and after the Distribution, and use reasonable best efforts to take all acts reasonably necessary to
accomplish the registration and transfer, to the extent transferable and to the extent that any registration or transfer is required in connection with the
Distribution, of any export or import license, permit, technical assistance agreement, manufacturing license agreement and other authorization utilized by either
Group, including those granted under the U.S. International Traffic in Arms Regulations, the U.S. Export Administration Regulations, the U.S. Customs and
Border Protection Regulation and foreign export/import Laws, as applicable.

     Section 8.2 Amendment to NGC Certificate of Incorporation . As promptly as practicable (and in any event within five Business Days) after the Holding
Company Reorganization, NGC shall approve an amendment to its Certificate of Incorporation (as amended in the Holding Company Reorganization) to
eliminate the requirement for the Northrop Grumman Stockholders to approve certain actions by or involving NGC as required by Section 251(g) of the
Delaware General Corporation Law (the “ NGC Charter Amendment”) and obtain the approval of HII, as sole stockholder of NGC, of the NGC Charter
Amendment. New NGC shall use its reasonable best efforts to (a) include in the proxy statement for the 2012 annual meeting of Northrop Grumman
Stockholders (or any earlier meeting of such stockholders as determined by the Northrop Grumman Board) a proposal to approve the NGC Charter
Amendment (the “NGC Charter Amendment Proposal ”), along with a recommendation of the Northrop Grumman Board that Northrop Grumman
Stockholders approve the NGC Charter Amendment Proposal, and (b) solicit the approval of the Northrop Grumman Stockholders of the NGC Charter
Amendment Proposal. In the event that the NGC Charter Amendment Proposal is not approved at such annual meeting, New NGC shall use its reasonable
best efforts to obtain the approval of the NGC Charter Amendment Proposal at each subsequent annual meeting of Northrop Grumman Stockholders until
such approval is obtained.

     Section 8.3 Credit Support. Upon a Change of Control Triggering Event prior to the fifth anniversary of the Distribution, HII promptly shall provide notice
to New NGC describing in reasonable detail the circumstances surrounding the Change of Control
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Triggering Event. Immediately after such Change of Control Triggering Event, HII shall provide credit support in the form of one or more standby letters of
credit in an amount equal to $250 million (the other terms and provisions of which shall be reasonably satisfactory to New NGC) to support HII’s obligations
under Section 5.2.

     Section 8.4 Non-Compete.

          (a) For a period of one year following the Distribution, HII shall not, and shall cause the other members of the HII Group not to, directly or indirectly
through any Person or contractual arrangement, whether independently or as part of a team, compete in any way against any member of the New NGC Group
or the Team for any work covered by the solicitation described on Schedule 8.4(a) (the “Solicitation”) and shall not take any steps to join any team that is
competing or will compete against any member of the New NGC Group or the Team for any of the work covered by the Solicitation.

          (b) After the Distribution, New NGC shall cause NGTS to in good faith (i) endeavor to modify the Teaming Agreement to make clear that, except with
respect to the restrictions set forth in Section 8.4(a), there are no restrictions on any member of the HII Group and (ii) consider NGSB and its Subsidiaries as a
potential subcontractor to the Team for work covered by the Solicitation.

     Section 8.5 Intercompany Work Orders. Schedule 8.5 sets forth certain intercompany work orders (“ IWOs”) that will be terminated in accordance with
Section 2.3. Immediately after the Distribution, NGSB shall issue to NGSC, or such other member of the New NGC Group designated on Schedule 8.5 and
NGSC shall issue to NGSB, or such other member of the HII Group designated on Schedule 8.5, as applicable, letter subcontracts for the performance of
follow-on work to be performed for the applicable terminated IWOs, as each of the parties shall then deem appropriate (such letter agreements, “ Letter
Subcontracts”). Each Letter Subcontract shall contain sufficient terms, conditions and rights to permit the designated member of the New NGC Group or the
HII Group, as applicable, to perform and be compensated for work performed pending the negotiation of definitive subcontract agreements between the parties
with what it concludes is appropriate protection. Following the Distribution, the parties shall negotiate, in good faith, to reach agreement on final price,
statement of work, schedule and terms and conditions of definitive subcontracts for the terminated IWOs. The additional provisions set forth on Schedule 8.5
shall apply with respect to the Letter Subcontracts.

     Section 8.6 IDIQ Vehicles. The New NGC Group shall use reasonable efforts to continue to make the IDIQ (Indefinite Delivery Indefinite Quantity)
vehicles listed on Schedule 8.6 available for the benefit of the HII Group on the terms set forth on Schedule 8.6, for the period that begins on the date of the
Distribution until the earlier of (a) the date that is 12 months after the date of the Distribution and (b) the date that the HII Group obtains its own such vehicles.
The additional provisions set forth on Schedule 8.6 shall apply with respect to such IDIQ vehicles.

43



 

     Section 8.7 Government Contract Matters .

          (a) For the purposes of this Section 8.7 only, the following definitions apply:

               (i) “Allowable Cost Audit” means any Defense Contract Audit Agency or other Governmental Authority audit or other negotiations with contracting
officers of any Governmental Authority, with respect to any period (or portion thereof) ending at or prior to the Distribution.

               (ii) “Settlement Asset” means a net increase in assets due to the final agreement of claims or rights arising out of the settlement of an Allowable Cost
Audit, including: (A) final indirect cost and rates for government contracts; (B) Cost Accounting Standards (CAS) matters; (C) defective pricing matters; or
(D) advance agreements with the U.S. Government.

               (iii) “Settlement Liability” means a net liability due to the final agreement of claims or rights arising out of the settlement of an Allowable Cost Audit,
including: (A) final indirect cost and rates for government contracts; (B) Cost Accounting Standards (CAS) matters; (C) defective pricing matters; or
(D) advance agreements with the U.S. Government.

A Settlement Asset or Settlement Liability shall be computed as the total impact on the net amount to be paid or received upon final contract settlement,
including direct and indirect costs, fees and profits. Where Settlement Assets and Settlement Liabilities arise from the settlement of an Allowable Cost Audit,
the baseline costs for calculating Settlement Assets and Settlement Liabilities shall be the costs included in Inter-company Accounting Transfers (IATs) for
periods through the Distribution Date.

          (b) Shipbuilding Business Cost and Pricing Pre-Distribution . HII is responsible for the settlement of and the consequences of any Settlement Assets or
Settlement Liabilities associated with costs and pricing incurred prior to the Distribution by the Shipbuilding Business for government contracts, including
those arising from Allowable Cost Audits for work in support of other NGC entities, but not including those Settlement Assets and Settlement Liabilities
covered by Section 8.7(c).

          (c) New NGC Cost and Pricing Pre-Distribution . New NGC is responsible for the settlement of and the consequences of any Settlement Assets and
Settlement Liabilities relating to NGC matters associated with and allocable to government contracts with any member of the HII Group arising out of:

               (i) the settlement of final direct and indirect cost rates for costs incurred by NGC prior to the Distribution, including: corporate office expenses,
group insurance, post-retirement benefits, pensions, state taxes, insurance, deferred compensation, environmental costs, legal, internal audit, enterprise shared
services (ESS) costs, information technology services (ITS), and the settlement of IWOs and other costs incurred by NGC prior to the Distribution;
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               (ii) Cost Accounting Standards (CAS) Settlement Assets or Settlement Liabilities for allocations made by NGC prior to the Distribution, contracts
priced or based upon projected NGC incurred costs prior to the Distribution, or resulting from an Allowable Cost Audit;

               (iii) defective pricing Settlement Liabilities for costs incurred by NGC resulting from an Allowable Cost Audit; and

               (iv) advance agreements with the U.S. Government.

          (d) Reimbursement of Settlement Assets and Settlement Liabilities . New NGC will reimburse HII for any Settlement Liabilities of NGC described in
Section 8.7(c) and paid or to be paid to any Governmental Authority by HII upon presentation of documentation deemed adequate by HII and New NGC. HII
shall reimburse New NGC for any Settlement Assets of NGC accruing to HII under Section 8.7(c) upon presentation of documentation deemed adequate by
HII and New NGC. HII will reimburse New NGC for any Settlement Liabilities of HII under Section 8.7(b) and paid or to be paid to any Governmental
Authority by New NGC upon presentation of documentation deemed adequate by New NGC and HII. New NGC shall reimburse HII for any Settlement
Assets of HII accruing to New NGC under Section 8.7(b) upon presentation of documentation deemed adequate by HII and New NGC.

          (e) Administration of Government Contract Matters . The parties shall make available, upon reasonable notice and at reasonable times during regular
business hours, any of the parties’ or their Affiliates’ personnel whose assistance or participation is reasonably required by either New NGC or HII or their
Affiliates in connection with any government audit or contract administration activity, including matters involving either party’s indirect cost proposals, the
Cost Accounting Standards (CAS) and defective pricing. New NGC and HII will each be responsible for all of its own costs, both direct and indirect,
including any required travel, associated with (i) providing access to their respective records and making any reasonable number of copies requested thereof
and (ii) making the requested personnel reasonably available to support government contract audits and administrative processes for cost negotiations with the
government or other matters, such as administration of Cost Accounting Standards (CAS). In addition, if a Contract Disputes Act dispute concerning a
Retained Liability or Retained Asset arises out of or relates to a federal contract held by HII or its Affiliates, HII or its Affiliate, as applicable, shall agree to
sponsor a claim against the U.S. Government on behalf of New NGC. In such event, New NGC shall have the right at its expense and in its sole discretion,
acting in the name of HII or its Affiliate, to (w) certify or submit any such claim to the appropriate U.S. Government contracting officer; (x) appeal any
adverse contracting officer’s final decision or deemed denial of New NGC’s claim to the appropriate agency board of contract appeals or U.S. Court of Federal
Claims; (y) control the litigation of any such appeal; and (z) pursue a further appeal to the U.S. Court of Appeals for the Federal Circuit.

          (f) Pre-Distribution Cost and Pricing Data . New NGC and HII shall provide each other with updates of pre-Distribution cost and pricing data relevant to
each
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other, including (i) revisions and updates to cost proposals and (ii) revisions and updates to pre-Distribution “Billing and Bidding Guidance,” consistent with
the practices of NGC and NGSB prior to the Distribution.

          (g) Release of Contract Audit and Contract Administration Information . Disclosure of cost, pricing and billing information to government auditors and
contracting officers in connection with final indirect costs and rates, administration of Cost Accounting Standards (CAS) and advance agreements and other
customary contract audit and administration matters are exceptions to the requirements of Sections 7.8 and 7.9 of this Agreement. For avoidance of doubt,
disclosure of cost, pricing and billing information in connection with customary contract audit and administration matters by HII or New NGC will not
require prior notification to each other.

          (h) Litigation Management Agreement . Notwithstanding anything to the contrary in this Agreement or the Litigation Management Agreement, in the event
of any conflict or inconsistency between this Section 8.7 and any provision of the Litigation Management Agreement, this Section 8.7 shall control over such
inconsistent provision of the Litigation Management Agreement as to the matters specifically addressed in this Section 8.7.

     Section 8.8 Software Licenses. From and after the Distribution, New NGC shall provide reasonable cooperation and assistance to HII (and any member of
its Group) in connection with the provision of replacement licenses for third-party software licenses that were procured by NGC for the benefit of the HII
Group prior to the Distribution but that are included in the New NGC Transferred Assets. Such cooperation shall be at the sole cost and expense of HII. The
cooperation and assistance provided for in this Section 8.8 shall not be required to the extent such cooperation and assistance would result in an undue burden
on New NGC or would unreasonably interfere with any of its employees’ normal functions and duties.

     Section 8.9 Use of Names, Logos and Information .

          (a) As soon as practicable (and in any event within five days) after the Distribution, HII shall cause to be filed with the Secretary of State (or other
appropriate Governmental Authority) of the states in which its Subsidiaries are located or are doing business, an amendment to their certificates of
incorporation or similar governing documents or qualification to do business to change the name of any Subsidiary with “Northrop Grumman” in its name to
a new name not confusingly similar to the current name.

          (b) As soon as reasonably practicable (and in any event within 90 days) after the Distribution (or such longer or shorter period with respect to each of
the items identified on Schedule 8.9(b)), HII shall use reasonable best efforts to remove, and HII shall cause each member of the HII Group to remove, from
their websites, and any other publicly distributed material (other than material required to be submitted for the purpose of regulatory filings and other similar
documentation), any reference to Northrop Grumman Corporation, and its business lines and plans and any names, logos, or
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trademarks associated therewith. HII and each other member of the HII Group shall cease all use of the “Northrop Grumman” name (and any name
confusingly similar thereto) and all trademarks and service marks associated therewith as soon as practicable and in any event within 90 days after the
Distribution; provided that, if any member of the HII Group is unable to comply with the foregoing requirements of this Section 8.9(b) for reasons outside of
its reasonable control, HII may request NGC to grant an extension of time beyond such 90-day period within which to cease all use of the “Northrop
Grumman” name, as reasonably necessary for such member of the HII Group to cease all such use, and New NGC agrees not to unreasonably withhold or
delay the granting of any such requested extension. Nothing in this Section 8.9(b) shall preclude HII or its Subsidiaries from using the Northrop Grumman
name to indicate that HII and members of the HII Group were formerly associated with Northrop Grumman Corporation, or from referring to Northrop
Grumman Corporation by its name for non-trademark and non-branding purposes as is permitted by applicable Law.

          (c) HII shall not, and shall cause each member of the HII Group not to, take any action, purport to take any action or otherwise hold itself out as having
any authority to act on behalf of or represent in any way any member of the New NGC Group. HII shall indemnify, defend and hold harmless each of the
New NGC Indemnitees from and against any and all Liabilities of the New NGC Indemnitees relating to, arising out of or resulting from a breach of this
Section 8.9(c).

ARTICLE IX
TERMINATION

     Section 9.1 Termination. This Agreement may be terminated by the Northrop Grumman Board at any time prior to the Distribution.

     Section 9.2 Effect of Termination. In the event of any termination of this Agreement prior to the Distribution, no party (or any of its directors or officers)
shall have any Liability or further obligation to any other party with respect to this Agreement.

ARTICLE X
DISPUTE RESOLUTION

     Section 10.1 Negotiation. In the event of a controversy, dispute or claim arising out of, in connection with, or in relation to the interpretation, performance,
nonperformance, validity or breach of this Agreement or any Ancillary Agreement or any other agreement entered into by any New NGC Entity or HII Entity
pursuant to this Agreement or any Ancillary Agreement or otherwise arising out of, or in any way related to this Agreement or any Ancillary Agreement or any
other agreement entered into by any New NGC Entity or any HII Entity pursuant to this Agreement or any Ancillary Agreement or the transactions
contemplated hereby or thereby, including any claim based on contract, tort, statute or constitution (but excluding (i) any controversy, dispute or claim
brought by or against a third party or involving a third party who would be subject to joinder as described in Federal Rule of Civil Procedure 19 and arising
out of any contract, including this Agreement or any Ancillary Agreement, and/or relating to the use or lease of

47



 

real property if any third party is a claimant or defendant in such controversy, dispute or claim and (ii) any dispute under any of the IP License Agreement,
the Tax Matters Agreement, the Letter Subcontracts and the Ingalls Indemnity Agreement, which shall be subject to the provisions contained therein ((i) and
(ii) collectively, “Excluded Disputes”)) (collectively, “Agreement Disputes”), one or more senior executive officers of New NGC and HII, with authority to
settle, designated by each of New NGC and HII, shall negotiate to settle such Agreement Dispute. Unless otherwise agreed by the relevant parties in writing, if
within 45 days from the time of receipt by the New NGC Entity or the HII Entity of the written notice of an Agreement Dispute (“ Dispute Notice”), the
Agreement Dispute has not been resolved, the Agreement Dispute shall be resolved in accordance with Section 10.2. In the event of any arbitration or litigation
in accordance with this Article X, the relevant New NGC Entities and HII Entities shall not assert any defenses of or similar to statute of limitations and laches
that arise after the date of receipt of the Dispute Notice if the Dispute Notice was served prior to the expiration of the applicable limitations period and provided
the prosecuting party complies with the contractual time period or deadline under this Agreement or any Ancillary Agreement to which such Agreement Dispute
relates.

     Section 10.2 Mediation. If, within 45 days after delivery of a Dispute Notice, a negotiated resolution of the Agreement Dispute under Section 10.1 has not
been reached, New NGC and HII agree to seek to settle the Agreement Dispute by mediation administered by the American Arbitration Association (“ AAA”)
under its Commercial Mediation Procedures, and to bear equally the costs of the mediation; provided,  however, that each New NGC Entity and HII Entity
shall bear its own costs in connection with such mediation. If the Agreement Dispute has not been resolved through mediation within 90 days after the date of
service of the Dispute Notice, or such longer period as the parties may mutually agree in writing, each party shall be entitled to refer the dispute to arbitration
in accordance with Section 10.3.

     Section 10.3 Arbitration. If the Agreement Dispute has not been resolved for any reason within 90 days after the date of service of the Dispute Notice, such
Agreement Dispute shall be settled, at the request of any relevant party, by arbitration administered by the AAA under its Commercial Arbitration Rules,
conducted in New York City, except as modified herein (the “Rules”). There shall be three arbitrators. If there are only two parties to the arbitration, each of
New NGC and HII shall appoint one arbitrator within 20 days after receipt by respondent of a copy of the demand. The two party-appointed arbitrators shall
have 20 days from the appointment of the second arbitrator to agree on a third arbitrator who shall chair the arbitral tribunal. Any arbitrator not timely
appointed by the parties under this Section 10.3 shall be appointed in accordance with AAA Rule R. 11, and in any such procedure, each party shall be given
four strikes, excluding strikes for cause. If there are multiple claimants and/or multiple respondents to the effect that there are more than three parties to the
arbitration, all claimants and/or all respondents shall attempt to agree upon their respective appointments. If such multiple parties fail to nominate an arbitrator
within 30 days, the AAA shall appoint an arbitrator on their behalf. In such circumstances, any existing nomination of the arbitrator chosen by the party or
parties on the other side of the proposed arbitration shall be unaffected, and the remaining arbitrators shall be appointed in accordance with AAA Rules 12 and
13. Any controversy
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concerning whether an Agreement Dispute is an arbitrable Agreement Dispute, whether arbitration has been waived, whether an assignee of this Agreement is
bound to arbitrate, or as to the interpretation or enforceability of this Article X shall be determined by the arbitrators. New NGC and HII intend that the
provisions to arbitrate set forth herein be valid, enforceable and irrevocable, and any award rendered by the arbitrators shall be final and binding on the
parties. New NGC and HII agree to comply and cause the members of their applicable Group to comply with any award made in any such arbitration
proceedings and agree to enforcement of or entry of judgment upon such award, in any court of competent jurisdiction, including any New York State or
federal court sitting in the Borough of Manhattan in The City of New York. The arbitrators shall be entitled, if appropriate, to award monetary damages and
other remedies, subject to the provisions of Section 5.9. The parties shall use their reasonable best efforts to encourage the arbitrators to resolve any arbitration
related to any Agreement Dispute as promptly as practicable.

     Section 10.4 Confidentiality of Arbitral Award and Documents and Information Exchanged and Submitted in the Course of Arbitration . Subject to
applicable Law, including disclosure or reporting requirements, or the parties’ agreement, the parties shall maintain the confidentiality of the arbitration.
Unless agreed to by all the parties or required by applicable Law, including disclosure or reporting requirements, the arbitrators and the parties shall maintain
the confidentiality of all information, records, reports, or other documents obtained in the course of the arbitration, and of all awards, orders, or other arbitral
decisions rendered by the arbitrators.

     Section 10.5 Treatment of Negotiations and Mediation . Without limiting the provisions of the Rules, unless otherwise agreed in writing or permitted by this
Agreement, New NGC and HII shall keep, and shall cause the members of their applicable Group to keep confidential all matters relating to this Article X and
any negotiation, mediation, conference, arbitration, or discussion pursuant to this Article X shall be treated as compromise and settlement negotiations for
purposes of Rule 408 of the Federal Rules of Evidence and comparable state rules; provided, that such matters may be disclosed (a) to the extent reasonably
necessary in any proceeding brought to enforce the award or for entry of a judgment upon the award and (b) to the extent otherwise required by applicable Law,
including disclosure or reporting requirements. Nothing said or disclosed, nor any document produced, in the course of any negotiations, conferences and
discussions under Sections 10.1 and 10.2 that is not otherwise independently discoverable shall be offered or received as evidence or used for impeachment or
for any other purpose in any current or future arbitration.

     Section 10.6 Continuity of Service and Performance . Unless otherwise agreed in writing, New NGC and HII shall continue to provide service and honor all
other commitments under this Agreement and each Ancillary Agreement during the course of dispute resolution pursuant to the provisions of this Article X with
respect to all matters not subject to such dispute resolution.

     Section 10.7 Consolidation. The arbitrators may consolidate an arbitration under this Agreement with any arbitration arising under or relating to the
Ancillary Agreements or any other agreement between the parties entered into pursuant hereto or thereto, as the
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case may be, if the subject of the Agreement Disputes thereunder arise out of or relate essentially to the same set of facts or transactions. Such consolidated
arbitration shall be determined by the arbitrators appointed for the arbitration proceeding that was commenced first in time.

     Section 10.8 Submission to Jurisdiction . Each of the parties to this Agreement irrevocably agrees that any legal action or proceeding arising out of or relating
to any Excluded Dispute brought by any other party to this Agreement or its successors or assigns shall be brought and determined in any federal court sitting
in the Borough of Manhattan in The City of New York (or, if such court lacks subject matter jurisdiction, in any appropriate New York State or federal
court), and each of the parties to this Agreement hereby irrevocably submits to the exclusive jurisdiction of the aforesaid courts for itself and with respect to its
property, generally and unconditionally, with regard to any Excluded Dispute. Each of the parties to this Agreement agrees not to commence any action, suit or
proceeding relating thereto except in the courts described above in New York, other than actions in any court of competent jurisdiction to enforce any judgment,
decree or award rendered by any such court in New York as described in this Section 10.8. Each of the parties to this Agreement hereby irrevocably and
unconditionally waives, and agrees not to assert, by way of motion or as a defense, counterclaim or otherwise, in any action or proceeding arising out of or
relating to the Excluded Dispute, (a) any claim that it is not personally subject to the jurisdiction of the courts in New York as described herein, (b) that it or
its property is exempt or immune from jurisdiction of any such court or from any legal process commenced in such courts (whether through service of notice,
attachment prior to judgment, attachment in aid of execution of judgment, execution of judgment or otherwise) and (c) that (i) the suit, action or proceeding in
any such court is brought in an inconvenient forum, (ii) the venue of such suit, action or proceeding is improper or (iii) the subject matter of the Excluded
Dispute, may not be enforced in or by such courts.

     Section 10.9 Enforcement. Solely with respect to the Excluded Disputes, the parties agree that irreparable damage would occur in the event that any of the
provisions of this Agreement and the Ancillary Agreements were not performed in accordance with their specific terms or were otherwise breached. Accordingly,
each of the parties shall be entitled to specific performance of the terms hereof and thereof, including an injunction or injunctions to prevent breaches of this
Agreement and the Ancillary Agreements and to enforce specifically the terms and provisions of this Agreement and the Ancillary Agreements in any New
York State or federal court sitting in the Borough of Manhattan in The City of New York (or, if such court lacks subject matter jurisdiction, in any
appropriate New York State or federal court), this being in addition to any other remedy to which such party is entitled at law or in equity. Each of the parties
hereby further waives (a) any defense in any action for specific performance that a remedy at law would be adequate and (b) any requirement under any Law
to post security as a prerequisite to obtaining equitable relief.
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ARTICLE XI
MISCELLANEOUS

     Section 11.1 Corporate Power. New NGC represents on behalf of itself and each other New NGC Entity and HII represents on behalf of itself and each
other HII Entity, and NGC represents on behalf of itself, that:

          (a) each such Person is a corporation or other entity duly incorporated or formed, validly existing and in good standing under the Laws of the state or
other jurisdiction of its incorporation or formation, and has all material corporate or other similar powers required to carry on its business as currently
conducted;

          (b) each such Person has the requisite corporate or other power and authority and has taken all corporate or other action necessary in order to execute,
deliver and perform this Agreement and each other Ancillary Agreement to which it is a party and to consummate the transactions contemplated hereby and
thereby; and

          (c) this Agreement and each Ancillary Agreement to which it is a party has been duly executed and delivered by it and constitutes a valid and binding
agreement of such Person enforceable in accordance with the terms hereof and thereof.

     Section 11.2 Coordination with Certain Ancillary Agreements; Conflicts .

          (a) Notwithstanding anything in this Agreement to the contrary, (i) the Ingalls Indemnity Agreement shall be the exclusive agreement among the parties
for the matters expressly set forth therein following the Distribution and (ii) except for those Tax matters specifically addressed in this Agreement or in any
Ancillary Agreement, the Tax Matters Agreement shall be the exclusive agreement among the parties with respect to all Tax matters, including dispute resolution
and indemnification and payments among the parties in respect of Tax matters.

          (b) Except as provided in Section 8.7(h), in the event of any conflict or inconsistency between any provision of any of the Ancillary Agreements and
any provision of this Agreement, the applicable Ancillary Agreement shall control over the inconsistent provisions of this Agreement as to the matters
specifically addressed in such Ancillary Agreement.

     Section 11.3 Expenses.

          (a) Except as expressly set forth in this Agreement or in any Ancillary Agreement, all fees, costs and expenses paid or incurred in connection with the
Separation and the Distribution and the performance of this Agreement and any Ancillary Agreement, whether performed by a third party or internally, will be
paid by the party incurring such fees or expenses, whether or not the Distribution is consummated, or as otherwise agreed by the parties. For the avoidance of
doubt, (i) New NGC will be responsible for any transfer fees (including any pricing increases) related to the transfer of any Retained Assets (including any
transferred third-party software licenses) to any member of the New NGC Group and the cost of any replacement for any Asset that is not a Retained Asset

51



 

(including any replacement third-party software licenses), (ii) HII will be responsible for any fees to the NYSE and any transfer fees (including any pricing
increases) related to the transfer of any Shipbuilding Assets (including any transferred third-party software licenses) to any member of the HII Group and the
cost of any replacement for any Asset that is not a Shipbuilding Asset (including any replacement third-party software licenses) and (iii) New NGC shall bear
the costs and expenses directly related to the mailing of the Information Statement to NGC stockholders and the fees and expenses of the Agent in connection
with the Distribution.

          (b) Except where context otherwise requires, references in this Agreement and the Litigation Management Agreement to “costs and expenses” include the
relevant party’s allocated costs of employees (including in-house counsel and other personnel), fringe benefit costs, general and administrative costs, overhead,
document processing vendors, litigation support, including e-discovery consultants, testifying and non-testifying experts, and other consultants.

     Section 11.4 Amendment and Modification . This Agreement and the Ancillary Agreements may not be amended, modified or supplemented in any manner,
whether by course of conduct or otherwise, except by an instrument in writing specifically designated as an amendment hereto, signed on behalf of each party.

     Section 11.5 Waiver. No failure or delay of any party in exercising any right or remedy hereunder shall operate as a waiver thereof, nor shall any single or
partial exercise of any such right or power, or any abandonment or discontinuance of steps to enforce such right or power, or any course of conduct, preclude
any other or further exercise thereof or the exercise of any other right or power. The rights and remedies of the parties hereunder are cumulative and are not
exclusive of any rights or remedies that they would otherwise have hereunder. Any agreement on the part of any party to any such waiver shall be valid only if
set forth in a written instrument executed and delivered by a duly authorized officer on behalf of such party.

     Section 11.6 Notices. All notices and other communications hereunder shall be in writing and shall be deemed duly given (a) on the date of delivery if
delivered personally, or if by facsimile, upon written confirmation of receipt by facsimile, e-mail or otherwise, (b) on the first Business Day following the date
of dispatch if delivered utilizing a next-day service by a recognized next-day courier or (c) on the earlier of confirmed receipt or the fifth Business Day
following the date of mailing if delivered by registered or certified mail, return receipt requested, postage prepaid. All notices hereunder shall be delivered to the
addresses set forth below, or pursuant to such other instructions as may be designated in writing by the party to receive such notice:
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 (i)  if to New NGC or any other New NGC Entity prior to the date on which New NGC relocates its corporate headquarters, to both:
 

   Northrop Grumman Corporation
1840 Century Park East
Los Angeles, CA 90067-2199
Attention: General Counsel
Facsimile: (310) 556-4910

 

   and:
 

   Northrop Grumman Corporation
1840 Century Park East
Los Angeles, CA 90067-2199
Attention: Treasurer
Facsimile: (310) 201-3088

 

 (ii)  if to New NGC or any other New NGC Entity on or after the date on which New NGC relocates its corporate headquarters, to both:
 

   Northrop Grumman Corporation
2980 Fairview Park Drive
Falls Church, VA 22042
Attention: General Counsel
Facsimile: (703) 875-1852

 

   and:
 

   Northrop Grumman Corporation
2980 Fairview Park Drive
Falls Church, VA 22042
Attention: Treasurer
Facsimile: to be provided at relevant time

 

 (iii)  if to HII or any other HII Entity, to:
 

   Huntington Ingalls Industries, Inc.
4101 Washington Avenue
Newport News, VA 23607
Attention: Office of the General Counsel
Facsimile: (757) 688-1408

 

   with a copy (which shall not constitute notice) to:
 

   Huntington Ingalls Industries, Inc.
4101 Washington Avenue
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   Newport News, VA 23607
Attention: General Counsel
Facsimile: (757) 688-1408

     Section 11.7 Interpretation. When a reference is made in this Agreement to a Section, Article or Exhibit such reference shall be to a Section, Article, Annex
or Exhibit of this Agreement unless otherwise indicated. The table of contents and headings contained in this Agreement or in any Exhibit are for convenience
of reference purposes only and shall not affect in any way the meaning or interpretation of this Agreement. All words used in this Agreement will be construed
to be of such gender or number as the circumstances require. Any capitalized terms used in any Schedule, Annex or Exhibit but not otherwise defined therein
shall have the meaning as defined in this Agreement or the Ancillary Agreement to which such Schedule, Annex or Exhibit is attached, as applicable. All
Schedules, Annexes and Exhibits annexed hereto or referred to herein are hereby incorporated in and made a part of this Agreement as if set forth herein. The
word “including” and words of similar import when used in this Agreement shall mean “including, without limitation,” unless otherwise specified. The word
“day” when used in this Agreement shall mean “calendar day,” unless otherwise specified.

     Section 11.8 Entire Agreement . This Agreement and the Ancillary Agreements and the Annexes, Exhibits, Schedules and Appendices hereto and thereto
constitute the entire agreement, and supersede all prior written agreements, arrangements, communications and understandings and all prior and
contemporaneous oral agreements, arrangements, communications and understandings among the parties with respect to the subject matter hereof. None of this
Agreement or any of the Ancillary Agreements shall be deemed to contain or imply any restriction, covenant, representation, warranty, agreement or
undertaking of any party with respect to the transactions contemplated hereby and thereby other than those expressly set forth herein or therein or in any
document required to be delivered hereunder or thereunder. Notwithstanding any oral agreement or course of action of the parties or their representatives to the
contrary, no party to this Agreement shall be under any legal obligation to enter into or complete the transactions contemplated hereby unless and until this
Agreement shall have been executed and delivered by each of the parties.

     Section 11.9 No Third Party Beneficiaries . Except for the indemnification rights under this Agreement of any New NGC Indemnitee (other than any
current, former or future employee of any New NGC Entity that is not or was not, as of any relevant time of determination, also a current or former officer of
any New NGC Entity) or HII Indemnitee (other than any current, former or future employee of any HII Entity that is not or was not, as of any relevant time of
determination, also a current or former officer of any HII Entity) in their respective capacities as such, and except as specifically provided in the Employee
Matters Agreement, nothing in this Agreement or the Ancillary Agreements, express or implied, is intended to or shall confer upon any Person other than the
parties and their respective successors and permitted assigns any legal or equitable right, benefit or remedy of any nature under or by reason of this Agreement
or the Ancillary Agreements.
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     Section 11.10 Governing Law. This Agreement and all disputes or controversies arising out of or relating to this Agreement or the transactions contemplated
hereby shall be governed by, and construed in accordance with, the internal Laws of the State of New York, without regard to the Laws of any other
jurisdiction that might be applied because of the conflicts of laws principles of the State of New York (other than Section 5-1401 of the New York General
Obligations Law).

     Section 11.11 Assignment. Except as specifically provided in any Ancillary Agreement, none of this Agreement, any of the Ancillary Agreements or any of
the rights, interests or obligations hereunder or thereunder may be assigned or delegated, in whole or in part, by operation of law or otherwise, by any party
without the prior written consent of the other parties, and any such assignment without such prior written consent shall be null and void. If any party (or any
of its successors or permitted assigns) (a) shall consolidate with or merge into any other Person and shall not be the continuing or surviving corporation or
entity of such consolidation or merger or (b) shall transfer all or substantially all of its properties and/or assets to any Person, then, and in each such case, the
party (or its successors or permitted assigns, as applicable) shall ensure that such Person assumes all of the obligations of such party (or its successors or
permitted assigns, as applicable) under this Agreement and all applicable Ancillary Agreements.

     Section 11.12 Severability. Whenever possible, each provision or portion of any provision of this Agreement and the Ancillary Agreements shall be
interpreted in such manner as to be effective and valid under applicable Law, but if any provision or portion of any provision of this Agreement or the
Ancillary Agreements is held to be invalid, illegal or unenforceable in any respect under any applicable Law or rule in any jurisdiction, such invalidity,
illegality or unenforceability shall not affect any other provision or portion of any provision in such jurisdiction, and this Agreement or the Ancillary
Agreements shall be reformed, construed and enforced in such jurisdiction as if such invalid, illegal or unenforceable provision or portion of any provision
had never been contained herein.

     Section 11.13 Waiver of Jury Trial. EACH OF THE PARTIES TO THIS AGREEMENT HEREBY IRREVOCABLY WAIVES ALL RIGHT TO TRIAL
BY JURY IN ANY ACTION, PROCEEDING OR COUNTERCLAIM ARISING OUT OF OR RELATING TO THIS AGREEMENT, ANY OF THE
ANCILLARY AGREEMENTS OR THE TRANSACTIONS CONTEMPLATED HEREBY OR THEREBY.

     Section 11.14 Counterparts. This Agreement and each Ancillary Agreement may be executed in one or more counterparts, all of which shall be considered
one and the same instrument and shall become effective when one or more counterparts have been signed by each of the parties and delivered to the other
parties.

     Section 11.15 Facsimile Signature. This Agreement may be executed by facsimile signature and a facsimile signature shall constitute an original for all
purposes.

     Section 11.16 Payment. Except as expressly provided in this Agreement or any Ancillary Agreement, any amount payable pursuant to this Agreement or
any Ancillary Agreement by one party (or any member of such Party’s Group) shall be paid within 30
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days after presentation of an invoice or a written demand by the party entitled to receive such payments. Such demand shall include documentation setting
forth the basis for the amount payable. Any payment not made within 30 days of the written demand for such payment shall accrue interest at a rate per
annum equal to the rate in effect for underpayments pursuant to Section 6621 of the Code from such date.

     Section 11.17 Parties’ Obligations . Except where specifically provided otherwise, a party’s obligations under this Agreement shall include obligations of its
employees and Subsidiaries. Each of NGSB and NGSC hereby agrees to take any actions, or refrain from taking any actions, to the extent required pursuant
to this Agreement or any of the Ancillary Agreements.

[The remainder of this page is intentionally left blank.]
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     IN WITNESS WHEREOF, the parties have caused this Separation and Distribution Agreement to be executed by their duly authorized representatives.
     
 NORTHROP GRUMMAN CORPORATION

  

 By:  /s/ Mark Rabinowitz   
  Name:  Mark Rabinowitz  
  Title:  Corporate Vice President & Treasurer  
 
 NEW P, INC.

  

 By:  /s/ Mark Rabinowitz   
  Name:  Mark Rabinowitz  
  Title:  President & Treasurer  
 
 HUNTINGTON INGALLS INDUSTRIES, INC.

  

 By:  /s/ C. Michael Petters   
  Name:  C. Michael Petters  
  Title:  President and Chief Executive Officer  
 
 NORTHROP GRUMMAN SHIPBUILDING, INC.

  

 By:  /s/ C. Michael Petters   
  Name:  C. Michael Petters  
  Title:  President and Chief Executive Officer  
 
 NORTHROP GRUMMAN SYSTEMS CORPORATION

  

 By:  /s/ Mark Rabinowitz   
  Name:  Mark Rabinowitz  
  Title:  President and Treasurer  
 

[Signature Page to Separation and Distribution Agreement]

 



 

Annex I — Internal Reorganization

     The Internal Reorganization will take place in the following steps, all of which have occurred or will occur prior to the Distribution in the following order,
unless otherwise determined by the Northrop Grumman Board:
   
Step 1:

 

NGC has formed (a) New NGC, (b) HII, (c) Titan Holdings I, LLC, a Delaware limited liability company (“Holdings LLC”), (d) Titan
Holdings II, L.P., a Delaware limited partnership (“Holdings LP”), and (e) Merger Sub. New NGC initially will own all the stock of HII,
the sole membership interest in Holdings LLC and the sole general partner interest in Holdings LP. Holdings LLC will initially own the sole
limited partner interest in Holdings LP. Holdings LP will initially own all of the stock of Merger Sub.

   
Step 2:

 
Pursuant to that certain Transfer of Guarantees, dated as of March 28, 2011, between NGC and HII, NGC transferred to HII the Navy
Guarantees and HII assumed and agreed to perform all of the obligations and liabilities of NGC under the Navy Guarantees.

   
Step 3:

 

NGC will contribute all of the HII Transferred Assets to NGSB (or to one or more members of the HII Group other than HII) and all of the
New NGC Transferred Assets to NGSC (or to one or more members of the New NGC Group other than New NGC). New NGC (or one or
more other members of the New NGC Group) will assume all of the Retained Liabilities of NGC except for NGC’s obligations under the
Amended and Restated Credit Agreement, dated as of August 10, 2007, between NGC, the lenders party thereto from time to time,
JPMorgan Chase Bank, N.A. and the other parties named therein (the “NGC Credit Agreement”), and HII (or one or more other members of
the HII Group) will assume all of the Shipbuilding Liabilities of NGC except NGC’s obligations under the guarantee of the GO-Zone Bonds
(the “GO-Zone Bonds Guarantee”).

   
Step 4:

 

Each of NGSB’s Subsidiaries will distribute to NGSB all of the open account debt owed to it by NGSC, if any. NGSB will distribute to
NGC all of the open account debt owed to it by NGSC, including such debt distributed to it by its Subsidiaries (all such debt, the
“Intercompany Debt Receivable”).

   
Step 5:  The parties will consummate the Holding Company Reorganization.
   
Step 6:  New NGC will contribute its membership interest in Holdings LLC and its partnership interest in Holdings LP to HII.
   
Step 7:

 
NGC will distribute (the “NGC Distribution”) to Holdings LP all of NGC’s Assets (including the stock of NGSC and NGSB), and
Holdings LP will assume all of NGC’s Liabilities and other obligations (including NGC’s
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  obligations under the NGC Credit Agreement) except NGC’s obligations under the GO-Zone Bonds Guarantee.
   
Step 8:

 

Concurrent with the NGC Distribution, HII will enter into the P&I Agreements pursuant to which HII will agree to perform all of NGC’s
obligations under the Navy Guarantees, if any, and the GO-Zone Bonds Guarantee and indemnify NGC for any costs arising from such
obligations.

   
Step 9:

 
Holdings LP will distribute to Holdings LLC, its limited partner, and HII, its general partner, all of the stock of NGSB and NGC (the
“Holdings LP Distribution”).

   
Step 10:  Holdings LLC will distribute to HII the shares of NGC and NGSB that it received in the Holdings LP Distribution.
   
Step 11:

 
HII will receive the net cash proceeds from the HII Debt. $300,000,000 of such net cash proceeds will be retained by HII (the “Retained
Cash”). Such cash proceeds less the Retained Cash are referred to as the “Transferred Debt Proceeds”.

   
Step 12:

 

HII will contribute (a) to Holdings LLC a portion of the Transferred Debt Proceeds equal to Holdings LLC’s proportionate interest in
Holdings LP (approximately $714,500,000) and (b) to Holdings LP the remaining amount of the Transferred Debt Proceeds (approximately
$714,500,000).

   
Step 13:

 

Holdings LLC will contribute to Holdings LP the amount of the Transferred Debt Proceeds contributed to it by HII, and Holdings LP will
contribute to NGSC the entire amount of the Transferred Debt Proceeds and the Intercompany Debt Receivable (such contributions, together
with the contributions in Step 12, the “HII Contribution”).

   
Step 14:  HII will distribute all of its membership interest in Holdings LLC and all of its partnership interest in Holdings LP to New NGC.
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Exhibit 99.1

News Release
     
  Contacts:  Randy Belote (Media)
    randy.belote@ngc.com
    (703) 875-8525
     
    Paul Gregory (Investors)
    paul.gregory@ngc.com
    (310) 201-1634

Northrop Grumman Completes Spin-off of Huntington Ingalls Industries, Inc.

     LOS ANGELES — March 31, 2011 — Northrop Grumman Corporation (NYSE: NOC) today announced that it has completed the previously
announced spin-off of its subsidiary Huntington Ingalls Industries, Inc. (NYSE: HII). Northrop Grumman stockholders of record at the close of business of
the New York Stock Exchange (NYSE) on March 30, 2011, received one share of HII common stock for every six shares of Northrop Grumman common
stock held. Stockholders will receive cash in lieu of fractional shares of HII. As a result of the spin-off, Northrop Grumman will report Shipbuilding financial
results as discontinued operations for the 2011 first quarter and all prior periods.

     “Today’s completion of the separation of Huntington Ingalls from Northrop Grumman is an important milestone benefitting both companies. We thank HII
for their many contributions to our company and the defense of our nation, and wish them the best as an independent company,” said Wes Bush, Northrop
Grumman chief executive officer and president.

     “Northrop Grumman will now be focused on its core markets of aerospace systems, electronic systems, information systems and technical services. Our
portfolio has tremendous capability, technology and synergy across these areas, and we are fully dedicated to delivering innovative and mission-critical
systems and products. Going forward, we will create value for shareholders, customers and employees through a more focused portfolio and continued
performance improvement,” Bush concluded.

     The distribution of HII shares will be made in book entry form and no action or payment by Northrop Grumman stockholders of record is required to
receive HII shares. No physical share certificates of HII will be issued. An information statement containing details of the spin-off and important information
about HII was mailed to Northrop Grumman stockholders on March 21, 2011.

     The HII spin-off has been structured to qualify as a tax-free distribution to Northrop Grumman stockholders for U.S. Federal tax purposes, except for the
cash received in lieu of fractional shares. Northrop Grumman stockholders should consult their tax advisors with respect to U.S. federal, state, local and
foreign tax consequences of the HII spin-off.

Northrop Grumman Corporation
1840 Century Park East • Los Angeles, CA 90067

www.northropgrumman.com/media

 



 

Northrop Grumman Completes Spin-off of Huntington Ingalls Industries, Inc.

     Credit Suisse served as lead financial advisor and joint lead financing arranger. Perella Weinberg Partners served as financial advisor. JPMorgan Chase
served as joint lead financing arranger. Gibson, Dunn & Crutcher served as legal advisor.

     Northrop Grumman is a leading global security company whose 75,000 employees provide innovative systems, products and solutions in aerospace,
electronics, information systems, and technical services to government and commercial customers worldwide. Please visit www.northropgrumman.com for
more information.

###

Statements in this release, other than statements of historical fact, constitute “forward-looking statements” within the meaning of the Private Securities
Litigation Reform Act of 1995. Forward-looking statements involve risks, uncertainties and assumptions. Actual results may differ materially from those
expressed in these forward-looking statements due to factors such as: the effect of economic conditions in the United States and globally; access to capital;
future sales and cash flows; changes in government and customer priorities and requirements (including government budgetary constraints, shifts in defense
spending, changes in import and export policies, and changes in customer short-range and long-range plans); and other risk factors disclosed in our filings
with the U.S. Securities and Exchange Commission. There may be other risks and uncertainties that we are unable to predict at this time or that we currently
do not expect to have a material adverse effect on our business. Any such risks or uncertainties could cause our results to differ materially from those
expressed in forward-looking statements.

You should not put undue reliance on any forward-looking statements in this release. These forward-looking statements speak only as of the date of this release
and we undertake no obligation to update any forward-looking statements after we distribute this release.

0311-145

Northrop Grumman Corporation
1840 Century Park East • Los Angeles, CA 90067

www.northropgrumman.com/media

 



EXHIBIT 99.2

NORTHROP GRUMMAN CORPORATION
UNAUDITED PRO FORMA CONDENSED CONSOLIDATED FINANCIAL INFORMATION

     On March 31, 2011, the company completed the spin-off to its shareholders of Huntington Ingalls Industries (HII), a wholly owned subsidiary.
HII will continue to operate the business that was previously the company’s Shipbuilding segment (Shipbuilding) prior to the spin-off. The company
completed a pro rata distribution to its shareholders of one share of HII common stock for every six shares of the company, or approximately
48.8 million shares of HII common stock. In connection with the spin-off, HII made a contribution of $1,429 million to the company. HII filed a
registration statement with the SEC on Form 10 describing the spin-off that was declared effective on March 18, 2011.

     Prior to the completion of the spin-off, the company and HII entered into a Separation and Distribution Agreement and several other agreements
that will govern the post-separation relationship. These agreements generally provide that each party will be responsible for its respective assets,
liabilities and obligations following the spin-off, including employee benefits, intellectual property, information technology, insurance and tax-related
assets and liabilities. The agreements allow for a settlement process surrounding the transfer of certain assets and liabilities, for which future
adjustments could occur as these transfers are resolved. The agreements also describe the company’s future commitments to provide HII with certain
transition services for up to one year. Now that the spin-off is completed, the companies will begin negotiations for subcontract agreements pursuant
to which the company and HII will provide each other with specified services or products required under each party’s contracts at arm’s-length terms
and pricing.

     The unaudited pro forma condensed consolidated financial information was derived from the historical consolidated financial statements and is
being presented to give effect to the spin-off of Shipbuilding, which will be reported as a discontinued operation. The following unaudited pro forma
condensed consolidated financial information should be read in conjunction with the historical financial statements and accompanying notes. For
purposes of the unaudited pro forma condensed consolidated statement of financial position, the company assumed that the spin-off occurred as of
December 31, 2010, and for the unaudited pro forma consolidated statements of operations for the years ended December 31, 2010, 2009 and 2008,
the company assumed that the spin-off occurred at the beginning of the first period presented.

     The pro forma adjustments are based on the best information available and assumptions that management believes are reasonable. The pro forma
adjustments may differ from those that will be calculated to report Shipbuilding as a discontinued operation in the company’s future filings. The
unaudited pro forma condensed consolidated financial information is for illustrative and informational purposes only and is not intended to represent
or be indicative of what the company’s results of operations or financial position would have been had the spin-off occurred on the dates indicated.
The unaudited pro forma condensed consolidated financial information also should not be considered representative of the company’s future results
of operations or financial position.

     The pro forma adjustments remove all Shipbuilding assets, liabilities, and results of operations, and give effect to the following transactions:

 •  The transfer to HII of certain Northrop Grumman assets and liabilities that are specifically identifiable or otherwise allocable to HII and
certain tax assets and liabilities as defined in the Tax Matters Agreement;

 
 •  The elimination of intercompany balances and the company’s equity in HII;
 
 •  The transfer to the company by HII of $1,429 million of cash;
 
 •  The pro rata distribution to Northrop Grumman’s shareholders of record as of the Record Date of all shares of HII common stock that

the company held, using a ratio of one share of HII common stock for every six shares of Northrop Grumman common stock
outstanding;

See the notes to the unaudited pro forma condensed consolidated financial information for a more detailed discussion of these transactions.

 



 

NORTHROP GRUMMAN CORPORATION
PRO FORMA CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (Unaudited)

                 
  Year Ended December 31, 2010  
      Pro Forma Adjustments     
 
  Northrop Grumman      Other   Northrop Grumman 
$ in millions, except per share amounts  Consolidated   Shipbuilding [A]  Adjustments  Pro Forma  
Sales and service revenues  $ 34,757  $ (6,719)  $ 8  [B]  $ 28,046 
Cost of sales and service revenues   31,687   (6,394)   (66) [C]   25,227 
Operating income   3,070   (325)   74   2,819 
Other expense   (475)   42 [D]   (27) [D]   (460) 
Earnings from continuing operations before income taxes   2,595   (283)   47   2,359 
Federal and foreign income taxes   557    [E]   (95) [E]   462 
Earnings from continuing operations  $ 2,038  $ (283)  $ 142  $ 1,897 
Basic earnings per share from continuing operations  $6.86          $6.39 
Basic weighted average common shares outstanding   296.9           296.9 
Diluted earnings per share from continuing operations  $6.77          $6.30 
Diluted weighted average common shares outstanding   301.1           301.1 
 
  Year Ended December 31, 2009  
      Pro Forma Adjustments     
 
  Northrop Grumman      Other   Northrop Grumman 
$ in millions, except per share amounts  Consolidated   Shipbuilding  [A]  Adjustments  Pro Forma  
Sales and service revenues  $ 33,755  $ (6,213)  $ 9 [B]  $ 27,551 
Cost of sales and service revenues   31,272   (5,914)   (76) [C]   25,282 
Operating income   2,483   (299)   85   2,269 
Other expense   (217)   39   (27) [D]   (205) 
Earnings from continuing operations before income taxes   2,266   (260)   58   2,064 
Federal and foreign income taxes   693    [E]   (61) [E]   632 
Earnings from continuing operations  $ 1,573  $ (260)  $ 119  $ 1,432 
Basic earnings per share from continuing operations  $4.93          $4.49 
Basic weighted average common shares outstanding   319.2           319.2 
Diluted earnings per share from continuing operations  $4.87          $4.43 
Diluted weighted average common shares outstanding   323.3           323.3 
 
  Year Ended December 31, 2008  
      Pro Forma Adjustments     
 
  Northrop Grumman      Other   Northrop Grumman 
$ in millions, except per share amounts  Consolidated   Shipbuilding  [A]  Adjustments  Pro Forma  
Sales and service revenues  $ 32,315  $ (6,145)  $ 9 [B]  $ 26,179 
Cost of sales and service revenues   29,518   (5,962)   (15) [C]   23,541 
Goodwill impairment   3,060   (2,490)   —   570 
Operating (loss) income   (263)   2,307   24   2,068 
Other expense   (257)   50   (27) [D]   (234) 
Earnings (loss) from continuing operations before income taxes   (520)   2,357   (3)   1,834 
Federal and foreign income taxes   859    [E]   (38) [E]   821 
Earnings (loss) from continuing operations  $ (1,379)  $ 2,357  $ 35  $ 1,013 
Basic earnings (loss) per share from continuing operations   ($4.12)          $3.03 
Basic weighted average common shares outstanding   334.5           334.5 
Diluted earnings (loss) per share from continuing operations   ($4.12)          $2.97 
Diluted weighted average common shares outstanding   334.5 [F]           341.6 

 



 

     

NORTHROP GRUMMAN CORPORATION
PRO FORMA CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION (Unaudited)

                     
  As of December 31, 2010  
      Pro Forma Adjustments     
              Cash   Northrop  
  Northrop Grumman      Other   Transfer   Grumman  
$ in millions  Consolidated   Shipbuilding [A] Adjustments  from HII   Pro Forma  
Assets                     
Current Assets                     

Cash and cash equivalents  $ 3,701         $ 1,429  $ 5,130 
Accounts receivable, net   4,057  $ (728)           3,329 
Other current assets   2,146   (296)   (301) [G]      1,549 
Current assets  $ 9,904  $ (1,024)  $ (301) $ 1,429  $ 10,008 
Property, plant, and equipment, net   5,042   (1,997)           3,045 
Goodwill   13,517   (1,141)           12,376 
Other assets   2,958   (606)   (154) [G]      2,198 

Total assets  $ 31,421  $ (4,768)  $ (455) $ 1,429  $ 27,627 
                     
Liabilities and Shareholders’ Equity                     
Current Liabilities                     

Current portion of long-term debt and notes payable  $ 784              $ 784 
Trade accounts payable   1,846   (274)           1,572 
Other current liabilities   5,756   (720)   (236) [G]      4,800 
Current liabilities   8,386   (994)   (236)       7,156 
Long-term debt, net of current portion   4,045   (105)           3,940 
Pension and post-retirement plan liabilities   4,116       (947) [G]      3,169 
Other long-term liabilities   1,317   (374)   (146) [G]      797 

Total liabilities   17,864   (1,473)   (1,329)       15,062 
                     
Equity                     

Other shareholders’ equity   16,314   (3,295)   354   1,429   14,802 
Accumulated other comprehensive loss   (2,757)       520 [G]      (2,237) 
Total equity   13,557   (3,295)   874   1,429   12,565 

Total liabilities and equity  $ 31,421  $ (4,768)  $ (455) $ 1,429  $ 27,627 



 

NORTHROP GRUMMAN CORPORATION
NOTES TO PRO FORMA CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Unaudited)

Statements of Operations and Financial Position

 A.  The adjustment reflects the March 31, 2011 distribution of the assets, liabilities, and results of operations historically reported in the
company’s Shipbuilding segment, which will be operated by HII after the spin-off. As part of the spin-off, the company completed a pro
rata distribution of HII’s common stock to its shareholders.

Statements of Operations-Other Adjustments

 B.  The adjustment eliminates intercompany sales and service revenues of $8 million, $9 million and $9 million for the years ended
December 31, 2010, 2009 and 2008, respectively, which were historically recorded within the Shipbuilding segment results. The
intercompany sales and service revenues and associated costs described in Note C below were eliminated in consolidation and therefore not
included in the Northrop Grumman Consolidated amounts.

 
 C.  The adjustment to cost of sales and service revenues reflects the following: i) the net pension and post-retirement benefits adjustment

associated with Shipbuilding employees and retirees who participate in current Northrop Grumman retirement benefit plans, which were
historically managed and recorded at the corporate office; ii) the assignment to Shipbuilding of non-recurring spin-off transaction costs
incurred by the company; iii) the elimination of the intercompany cost of sales and service revenues associated with the intercompany sales
and service revenues discussed in Note B; iv) the cash and share-based incentive compensation associated with Shipbuilding employees,
which was historically managed and recorded at the corporate office; and v) the deferred state income taxes associated with Shipbuilding
operations which were historically managed and recorded at the corporate office. The net pension and post-retirement benefits adjustment
was $49 million, $88 million and $24 million for the years ended December 31, 2010, 2009 and 2008, respectively. The adjustment to
assign non-recurring transaction costs to Shipbuilding was $28 million, $7 million and zero for the years ended December 31, 2010, 2009,
and 2008, respectively. The elimination of intercompany cost of sales and service revenues adjustment was $7 million, $9 million and
$8 million for the years ended December 31, 2010, 2009, and 2008, respectively. The cash and share-based incentive compensation
adjustment was $3 million, $2 million and $3 million for the years ended December 31, 2010, 2009 and 2008, respectively. The deferred
state income taxes adjustment was a credit of $7 million, $12 million and $4 million for the years ended December 31, 2010, 2009, and
2008, respectively.

 
   In support of Shipbuilding’s contracts, Northrop Grumman and its subsidiaries provided products and services to Shipbuilding totaling

$97 million, $100 million, and $73 million, for the years ended December 31 2010, 2009, and 2008, respectively. These products and
services were recorded at cost without margin by Shipbuilding. Northrop Grumman’s profit margin rate for the type of work provided to
Shipbuilding for the years ended December 31, 2010, 2009 and 2008, was approximately 13.4%, 12.6% and 13.4%, respectively. Now that
the spin-off is complete, the company will begin negotiations with HII on the terms of future subcontract work to be performed by the
company. Because the terms of such work have not been negotiated and the ultimate margin rates to be paid by HII are unknown, the
company has not included any pro forma adjustments for incremental subcontract revenue.

 
 D.  The adjustment reflects financing costs of $2 million incurred in redeeming Shipbuilding’s external debt in 2010, and the elimination of

intercompany interest of $27 million in each of the years ended December 31, 2010, 2009 and 2008, both of which were historically
recorded within the Shipbuilding segment results. The intercompany interest expense included in the Shipbuilding results was eliminated in
consolidation and therefore not included in the Northrop Grumman Consolidated amounts.

 
 E.  Federal income taxes have not been historically allocated to Shipbuilding as they were centrally managed and recorded at the corporate office.

The pro forma adjustment reflects the effective tax rates of 40.1%, 30.4%, and 27.9% applied to the earnings (loss) before income taxes for
Shipbuilding plus the Other Adjustments for the years ended December 31, 2010, 2009 and 2008, respectively. For 2008, the $2,490 million
non-deductible non-cash goodwill impairment charge was excluded from Shipbuilding segment results in determining the effective tax rate.

 



 

 F.  For 2008 when the company reported a loss, basic weighted average shares outstanding of 334.5 million shares were used because use of the
diluted average shares outstanding of 341.6 million shares would have had an anti-dilutive effect.

Statement of Financial Position-Other Adjustments

 G.  The adjustments reflect the allocation of amounts that were historically managed and recorded at the corporate office that pertain to
Shipbuilding including: i) deferred income taxes consisting of a $301 million net current deferred tax asset, a $121 million net long-term
deferred tax liability and $338 million included in accumulated other comprehensive loss related to unamortized retirement benefit plan costs
(see Note B above) associated with the Shipbuilding tax provision; ii) employee benefit plan-related assets and liabilities consisting of other
assets of $154 million, other current liabilities of $173 million, pension and post-retirement liabilities of $947 million, other long-term
liabilities of $25 million and unamortized retirement benefit plan costs of $858 million included in accumulated other comprehensive loss
associated with Shipbuilding employees; and, iii) certain other current liabilities consisting of group insurance liabilities of $48 million and
litigation settlement reserves of $15 million.
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