
1 
 

As of February ____ 2012 

CORPORATE GOVERNANCE GUIDELINES 

I .  I n t r o d u c t i o n  

These corporate governance principles have been adopted by the Board of  Directors (the 
“Board”) of L-3 Communications Holdings, Inc. (“L-3” or the “Company”), and, a long 
with the char ters of  the Board’s commit tees,  form the f ramework for the governance of 
L-3. These principles will be reviewed by the Nominating/Corporate Governance 
Committee f rom time to time,  to ensure that they effectively promote the best interests 
of  both L-3 and L-3’s stockholders, and that they comply with all applicable laws, 
regulations, and stock exchange requirements.   

I I .  Board Size 

The Nominating/Corporate Governance Committee shall f rom time to time consider and 
make recommendations to the Board concerning the appropriate size and needs of the 
Board.  The Nominating/Corporate Governance Committee shall also consider candidates 
to f il l new positions created by expansion and vacancies that occur by resignation, 
retirement or for any other reason. 

I I I .  Board Res p ons ib i l i t i e s  

The business and affairs of the Company are managed by or under the direction of the 
Board. The Board’s responsibility is to provide direction and oversight. The Board 
oversees the strategic direction of the Company and the performance of the Company’s 
business  and management.  The management of  the Company is  responsib le  fo r 
presenting strategic plans to the Board for review and approval and for implementing the 
Company’ s  s t ra teg ic  d i r ect ion.  In  p erfo rm ing the i r  d ut ie s ,  the  p r im ary 
responsib i l i ty of  the  d i recto rs  i s  to  exercise  thei r  business  judgment  in the  best  
interests of the Company. 

In addition to  its general oversight of management, the board also performs a number of 
specific functions, including: 

o  developing and monitoring the Company’s corporate governance; 

o   understanding and approving the Company’s long-term, key strategies; 

          o   understanding the issues and risks that are central to  the Company’s success;  

o  overseeing the quality and integrity of the Company’s financial statements   
and reports; the Company’s compliance with legal and regulatory  
requirements; the qualification and independence of the Company’s 
independent auditor; and the performance of the Company’s internal audit 
function and independent auditor; 
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o  selecting, evaluating and compensating the CEO and overseeing CEO 
succession planning; 

o  reviewing and approving the Company’s executive compensation    
programs, including CEO compensation; 

o  overseeing the performance of management; 

o  reviewing, approving and monitoring fundamental financial and business  
strategies and major corporate actions; and 

     o ensuring processes are in place for maintaining an ethical corporate culture. 

 
The Board has established the following committees, each, except for the Executive 
Commit tee,  comprised so lely of  independent d irecto rs,  to  ass is t  the  Board in 
discharging its responsibilit ies: Audit Committee; Compensation Committee; 
Nominating/Corporate Governance Committee and Executive Committee. The Board, with 
the assistance of the applicable committee, shall adopt a charter for each of the 
Nominating/Corporate Governance Committee, the Compensation Committee and the 
Audit Committee,  and such char ters shall  comply with and include,  at a minimum, 
those responsibilit ies required to be set forth therein by the rules of the New York Stock 
Exchange, Inc. (the “NYSE”), by law or by the rules or regulations of any other regulatory 
body or self -regulatory body applicable to the Company. 

I V .   Selection of Chairman and Chief Executive Officer 

The  C ha i rm an o f  t he  Bo ard  ( t he “Cha i rm an”)  and  C h ief  Ex ecut ive Of f ice r  
(“CEO ”) sha l l  b e  cho sen by the Bo ard .  The p resence o f  out s id e Di rec to r s  o f  
stature who have a substantive knowledge of the business is necessary in order for the 
Board to fulfil l i ts responsibility to  monitor the performance of the senior 
management of the Company. 

V.    Selection of Directors 

The Board is responsible for nominating directors for election by shareholders. In 
nominat ing a  s la te  o f  d i recto rs ,  the  Board ,  wi th the ass is tance o f  the  
Nominating/Corporate Governance Committee, shall take into account (a) minimum 
individual qualifications, including strength of character, mature judgment, industry 
knowledge or experience and an ability to work collegially with the other members of the 
Board, and (b) all  o ther factors it considers appropriate,  which may include 
independence f rom management; age,  gender,  ethnic and racial diversi ty; exist ing 
commitments to  other businesses; potential conf licts of  interest with other pursuits;  lega l  
considerat ions  such a s  an t i t rus t  i s sues;  co rporate  governance background ;  financial 
and accounting background, to enable the Nominating/Corporate Governance Committee to 
determine whether the candidate would be suitable for audit committee membership  
( includ ing as  an “aud i t  commit tee  f inancial  exper t”) ;  execut ive comp ensa t io n  
b ackgro und ,  to  enab le  t he  No m ina t ing /C o rpo ra t e  Go vernance  Committee to 
determine whether the candidate would be suitable for compensation commit tee  
membership ; and the s ize,  composi tion and combined  exper t ise of  the existing Board. 
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The Nominating/Corporate Governance Committee also may consider the extent to  which 
the candidate would f il l a present need on the Board. 

When seeking cand idat es  fo r  d i recto r ,  the  Nominat ing/Corporate  Governance 
Committee may solicit suggestions from incumbent directors, management or others, 
including stockholders. Individuals recommended by stockholders for nomination as a 
d i recto r should be submit ted to  the Company’s Secretary and ,  if  submitted in 
accordance with the procedures set forth in the Company’s annual proxy statement and 
the Company’s bylaws,  will  be  fo rwarded  to  the  Nominat ing /Corporat e  G overnance 
Commit t ee .  The Nominat ing /Corporat e  Governance Committee will review all 
candidates in the same manner, regardless of the source of the recommendation. After 
conducting an initial evaluation of a candidate, the Nominating/Corporate Governance 
Committee wi ll  interview that candidate if  i t  believes the candidate might be suitable to 
be a director. The Nominating/Corporate Governance Committee may also ask the 
candidate to meet with management. If the Nominat ing /Corporate  Governance 
Commit tee  bel ieves  a  cand idate  wou ld  be a  valuable addition to the Board, it will 
recommend to the full Board that candidate’s election. 
 
When a director’s principal occupation or business association changes substantially 
from the position he or she held when originally invited to join the Board, the director 
shall inform the CEO and the chairperson of the Nominating/Corporate Governance 
Committee of such change.  The Nominating/Corporate Governance Committee shall  
review the director’s continued service on the Board,  and recommend to  the Board 
whether, in light of all  the circumstances, the director should continue to so serve. 

Independence Requirements . To maintain the quality of the Board’s oversight and to 
protect against the possibili ty of  damaging conf licts of  interes t,  the Board shall  have 
a majority of “independent” directors .  No director will  be considered “independent” 
un l e s s  t he  Bo ard  af f i rm a t ively  d et erm ines  t hat  t he  d i r ec to r  has  no  m a ter i a l  
relationship with the Company (directly or as a partner, shareholder or officer of an 
o rgan iza t ion that  has  a  r e l a t ionship  wi th the Company) .  When making 
“independence” determinat ions,  the Board shal l  broadly consider al l  relevant facts 
and ci rcumstances,  as well  as any o ther  f acts  and  considerat ions  specif ied by the 
NYSE, by law o r by any rule or regulat ion of  any other regulato ry body o r  self - 
regulatory body applicable to  the Company.  When assessing the materiality of  a 
d i recto r’s  re la t ionship  wi th the Company,  the  Board  shal l  consider the  issue no t  
merely f rom the s tandpo int  o f  the  d irecto r ,  but  a l so  f rom that  o f  persons  o r  
organizations with which the director has an aff iliation. Material relationships can 
include commercial, industrial, banking, consulting, legal, accounting, charitable and 
familial relationships (among others). 

The Board has established the following guidelines to assist it in 
determining director “independence”: 

A.  A director will not be independent if , within the preceding three years: 
(i) the director was employed by L-3 or an immediate family member of 
the  d i recto r was employed by L-3 as  an execut ive off icer ;  ( i i )  the  
director or an immediate family member of the director received, during 
any twelve-month period within such three year per iod,  more than 
$120,000 in direct compensation from L-3, other than director and 



4 
 

committee fees and pension or other forms of deferred compensation for 
prior service (provided that such compensation is not contingent in any 
way on continued service); or (iii) the director or an immediate family 
member of the director was employed as an executive officer of another 
company where any of L-3 ’s present executive officers at the same time 
served on that company’s compensation committee. 

B. Add i t io na l ly ,  a  d i r ec to r  wi l l  no t  b e i nd ep end ent  i f :  

(1) The director or an immediate family member is a current partner of  a 
f i rm tha t  i s  L-3  ’ s  i n t e rna l  o r  ex t e rna l  aud i to r ;  (B )  t he  d i r ec to r  i s  a  
cu r r en t  em p lo yee  o f  such  a  f i rm ;  (C )  t he  d i r e c to r  ha s  an  im m ed i a t e  
f amily member  who  is  a  cu rrent  emp loyee o f  such a  f i rm and  who  
participates in the firm’s audit, assurance or tax compliance (but not tax 
planning) pract ice; or (D) the directo r or an immediate family member of  
the director was within the last three years (but is no longer) a partner or 
employee of such a firm and personally worked on L-3 ’s audit within that 
time; or 

 
(2) The director is a current employee,  or an immediate family member is 
a current executive officer, of a company that has made payments to, or 
r ece ived  p aym ent s  f rom ,  L-3  fo r  p rop e r ty o r  s erv i ces  i n  an amo unt  
which,  in any of  the  las t three f iscal years ,  exceeds the greater of  $1  
million, or 2% of such other company’s consolidated gross revenues.  

C .  The  fo l lo wing comm erc i al  o r  char i tab l e  r e l a t io nsh ips  wi l l  no t  be   
considered to be material relationships that would impair a director’s 
independence: (i) if  an L-3 director is a current employee, or whose 
immediate family member is a current executive off icer, of another 
company that makes payments to,  or receives payment from, L-3 for 
property or services in an amount which, in any of the last three fiscal 
years, are less than the greater of $1,000,000 or two percent of the 
conso l idated gross  revenues  of  such o ther  company;  ( i i )  if  an L-3  
director beneficially owns, or is an employee of another company that 
beneficially owns less than 10% of L-3’s common equity; (iii) if an L-3 
director is a current employee of another company to which L-3 is 
indebted,  and the total amount of  the indebtedness is less than one 
percent of the total consolidated assets of the company he or she serves 
as a current employee; and (iv) if an L-3 director serves as an executive 
officer,  director or trustee of a tax exempt organization,  and L-3 ’s 
contribut ions to  such tax exempt o rganizat ion,  dur ing any of  the  
preceding three years, are less than the greater of $1,000,000 or one 
percent of such tax exempt organization’s consolidated gross revenues. 
The board will annually review all commercial, charitable and other 
relationships of directors.  

D .  The Company will  disclose in its annual proxy statement the identities  
of  the independent directors and the basis for i ts independence 
determination, including the basis for determining that a relationship is 
not material, with respect to each director standing for election and each 
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continuing di recto r.  The Board may make a general d isclosure wi th 
respect to  any director if  the only re lationships between such direc tor 
and the Company are those identified in the previous paragraph. 

Additional “ independence” requirements for Audit Committee membership:  No 
director may serve on the Audit Committee of the Board unless such director meets 
all  of  the criteria established for audit committee service by the NYSE and the 
Sarbanes-Oxley Act, any other law and any other rule or regulation of any other 
regulatory body or self -regulatory body applicable to  the Company. 

VI.   Director Compensation 

The Compensat ion Committee shal l  per iodical ly review the form and amounts  of  
director compensation and make recommendations to  the Board with respect thereto. 
The Board  shal l  se t  the  fo rm and amounts  of  d i recto r  compensat ion,  taking into  
account the recommendations of  the Compensation Committee.  The Board believes 
that the amount and kind of director compensation should be guided by three goals: 
compensation should fairly pay directors for work required in a company of L-3’s size 
and scope; compensation should align directors’ interests with the long-term interests 
of stockholders; and the structure of compensation should be simple, transparent, and 
easy for stockholders to understand. Directors who are employees of  the Company or 
any of its subsidiaries or affiliates shall not receive any compensation for their services as 
directors. 

VII.   Responsibilities of Directors 

The Board has developed a number of specific expectations of directors to promote the 
discharge by the directors of their responsibilit ies and to promote the efficient conduct 
of  the Board ’s business .  It  i s  unders tood that the non-management d i rectors  are no t 
full-time employees of the Company. 

1. Commitment and Attendance.  All directors should make every effort to attend 
m ee t i n g s  o f  t he  B o ard  a nd  t h e  C o m m i t t e es  o f  w h ic h  t h ey  a r e  m e m b er s .  
At t end ance  b y  t e l ep ho ne  o r  v id eo  co nf erence  m ay  b e  used  to  f ac i l i ta t e  a  
director’s attendance. 

2. Attendance at Stockholders’ Meetings. The Board believes that it is important 
for stockholders to have the opportunity to meet and talk to the independent 
members of  the Board .  Therefore,  the  Board generally  schedules a board 
meeting in conjunction with the Company’s annual stockholders’ meeting and 
expects directors,  absent valid  reasons,  to  attend the stockholders’ meeting.  
The Company will annually disclose how many directors attended the previous 
year’s stockholders’ meeting. 

3. Participation in Meetings.  Each director should be sufficiently familiar with 
the business of the Company, including its f inancial statements and capital 
structure,  and the r isks and the competition it  faces,  to  ensure active and 
effective participation in the deliberations of the Board and of each committee 
on which he or she serves. Upon request, management shall make appropriate 
personnel available to  answer any questions a director may have about any 
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aspect of the Company’s business. Directors should also review the materials 
provided by management and advisors in advance of the meetings of the Board 
and its committees and should arrive prepared to discuss the issues presented. 

4. Loyalty and Ethics. In their roles as directors, all directors owe a duty of 
loyalty to the Company. This duty of loyalty mandates that the best interests 
of the Company take precedence over any interest possessed by a director.  

The Company has adopted a Code of Business Conduct and Ethics. Certain 
provisions of  the Code are applicable to  activities of directors, and directors 
are expected to be familiar with the Code’s provisions and should consult with 
the Company’s General Counsel in the event any issue arises.  

5. Other Directorships and Significant Activities.  The Company values the 
experience directors bring from other boards on which they serve and other 
activit ies in which they participate,  but recognizes that those boards and 
activities may also present demands on a director’s time and availability and 
may present conflicts or legal issues, including independence issues. Directors 
should advise the chairperson of the Nominating/Corporate Governance 
Committee and the CEO before accepting membership on other boards of 
directors or any audit committee or other significant committee assignment on 
any other board of  directors,  or establishing other signif icant relationships 
with businesses, institutions, governmental units or regulatory entities, 
particularly those that may result in significant time commitments, a change in 
the director’s relationship to  the Company or a conf lict of interest.  In 
furtherance of the foregoing, no more than two of the independent directors f i rs t  
e l ect ed  to  t he  Board  af t er  t he  ef f ec t ive da t e  o f  these Corpora te  Governance 
Guidelines shall be permitted to serve on the boards of more than three public 
companies, including L-3. 

6. Contact with Management and Employees . All directors shall be free to 
contact the CEO at any time to discuss any aspect of the Company’s business. 
Directors shall also have complete access to other employees of the Company. 
The Board expects that there will be frequent opportunities for directors to 
meet  wi th t he CEO and  o ther  members  o f  management  i n  Board  and  
committee meetings,  or in other formal or informal settings.  

Further, the Board encourages management to invite to Board meetings from 
time to time (or otherwise make available to Board members) individuals who 
can provide additional insight into the items being discussed because of  
personal involvement and substantial knowledge in those areas. 

7. Conf ident ia l i ty .  The proceedings and deliberations of the Board and its 
commit tees  shal l  be  conf ident ia l .  Each d i recto r  shal l  ma int ain the 
confidentiality of information received in connection with his or her service as a 
director. 
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 VIII.   The Committees of the Board 

The Board shall have at least three committees: the Audit Committee, the 
Compensation Committee and the Nominating/Corporate Governance Committee 
(the “Committees”).  Each Committee shall  have a written charter.  The Board expects 
to  accomplish a  substant ia l  amount  of  i t s work through the Commit tees .  Each 
Committee shall  report regularly to  the Board summarizing the Committee’s actions 
and any significant issues considered by the Committee. 

Each of the Audit Committee,  the Compensation Committee and the 
Nominating/Corporate Governance Committee shall be composed of no fewer than 
three members. Each Committee member must satisfy the membership requirements 
set forth in the relevant Committee charter. A director may serve on more than one 
Committee. 

The Nominating/Corporate Governance Committee shall be responsible for identifying 
Board members qualif ied to  f i l l  vacancies on any Committee and recommending that 
the Board appoint the identified member or members to the applicable Committee. The 
Board, taking into account the views of the Chairman and the Nominating/Corporate 
Governance Committee,  shall  designate one member of  each Committee as chairperson 
of such Committee. 

 
IX.   Board and Committee Meetings 

The Board shall  meet as f requent ly as  needed for directors to  discharge properly 
their responsibilit ies. Without limiting the foregoing, the Board shall  endeavor to  
ho ld a t leas t  four regular meet ings  each year and special  meet ings as required.  
Fur ther  mee t ings  sha l l  occur  i f  cal l ed  by the Chairman,  the  CEO,  o r  the  
majority of the Board. The Board may act by unanimous written consent in lieu of a 
meeting. 

Each Committee shall meet at such times as provided for in its charter, if any, with 
further meetings to occur (or action to be taken by unanimous written consent) when 
deemed necessary or desirable by the Committee or i ts chairperson. 

The agenda for each Board meeting shall  be established by the CEO in conjunction 
with the Chairman or Lead Independent Director, if  any. Any Board member may 
suggest the inclusion of additional subjects, which subjects will be taken up by the 
Board in a timely manner. The agenda for each Committee meeting shall be 
established by the Committee chairperson in consultation with appropriate members 
of the Committee and wi th management .  Al though management  wil l  seek to  
p rovide appropr ia te materials in advance of  Board and Committee meetings ,  this 
wil l  not always be consistent with the timing of transactions and the operations of the 
business, and in certain cases it may not be possible to circulate materials in advance 
of the meeting. Materials presented to  the Board and Committee members should 
provide the information needed for the directors to make an informed judgment or 
engage in informed discussion.  
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U nles s  a  C o m m i t t ee  ex p res s ly  d e t e rm in es  o t he r wi se ,  t he  a gend a ,  m a te r i a l s  a nd  
m inu tes  f o r  each  Co mm i t t ee  m ee t ing  sha l l  b e  ava i l ab l e  t o  a l l  d i r ec to r s ,  and  a l l  
d i recto rs  shal l  be  f ree to  a t tend  any Commit tee meet ing.  In  add i tion,  a l l  d i recto rs,  
whether  o r  no t  members  o f  the  Commit tee ,  shal l  be  f ree  to  make sugges t ions  to  a  
Commit t ee  chai rpe rso n fo r  add i t io ns  to  t he  agend a o f  hi s  o r  her  Com mit tee  o r  to  
request that an item from a Committee agenda be considered by the Board. 

X.   Executive Sessions  

Those directors of  L-3 who are not off icers of  L-3 shall  hold regularly scheduled 
execut ive sessions at which management,  including the Chief  Executive Of f icer,  is 
not present.  In addition, if  the non-management directors include any directors who 
are  no t  “ independent”  in  accordance  wi th the s tandards  set  fo r th  above,  the  
independent directors alone shall  hold at least one meeting per year.  If  the Chairman 
is an employee of  the Company,  the independent directors shall  annually e lect or 
reaff irm by major ity vote a “Lead Independent Directo r.” The Lead Independent 
Director, or the Chairman, if  the Chairman is independent, shall lead the executive 
sessions. 

In  add i t ion to  the  dut ies  o f  a l l  Board  members ,  which shal l  no t  be l imi t ed  o r  
diminished by the Lead Independent Director’s role, the specific responsibilit ies of a 
Lead Independent Director shall include (i) approving schedules for Board meetings; 
( i i )  approving info rmation sent to  the  Board fo r Board meet ings; ( ii i )  approving 
agendas and specif ical ly request ing the inclusion of  certain mater ials for Board 
meetings, if  appropriate; (iv) recommending, as appropriate, that the Board retain 
consultants who wi l l  repo r t  d i r ec t l y  t o  the  Board ;  (v )  p res id ing a t  a l l  meet ings  o f  
the  Board  a t  which the Chairman is not present and at all executive sessions of the 
independent d i recto rs ;  (vi )  act ing as  a  l ia ison between the independent  d irecto rs  
and  the Chairman; (vii) if  requested by major shareholders, to be available for 
consultation and direct communication and (viii)  the Lead Independent Director shall 
have the authority to call meetings of the independent directors.  

These executive sessions shall serve as the forum for the annual evaluation of the 
performance of the CEO, the annual review of the CEO’s plan for management 
succession and the annual evaluation of  the performance of the Board. 

XI.   Evaluating Board and Committee Performance 

The Board,  act ing through the Nominat ing/Corporate Governance Commit tee,  shal l  
conduct  an annual  sel f -evalua t ion.  Each Commit tee  sha l l  conduct  an annua l  se l f -  
evaluation as provided for in its respective charter. 

XII.   Orientation and Continuing Education 

Management, working with the Board, shall provide an orientation process for new 
directors, including background material on the Company and its business. 
Directors are expected to keep current on issues affecting the Company and its 
industry and on developments with respect to their general responsibilit ies as 
directors. As appropriate, management shall pay for or prepare additional 
educational sessions for directors on matters relevant to the Company and its 
business. 
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XII.   Reliance on Management and Outside Advice 

In performing its functions the Board shall  be entitled to rely on the advice, reports 
and  op in io ns  o f  m anagem ent ,  co unse l ,  acco un tant s ,  aud i to r s  and  o the r  exp e r t  
advisors. Except as otherwise provided in a charter of a Committee, the Board shall  
have the authority to select, retain, terminate and approve the fees and other retention 
terms of its outside advisors.  

IX.   Communications with Non-Management Directors 

Anyone who would l ike to  communicate wi th,  or otherwise make his or her concerns 
known d irect ly  to  the  Chair  of  any of  the  Aud i t ,  Nominat ing/Corporate  Governance 
and Compensation Committees,  or to  the non-management directors as a group,  may do 
so  by address ing such communicat ions  o r  concerns  to  the  Secretary o f  L-3  
Communications Holdings, Inc. ,  600 Third Avenue,  New York,  New York 10016, who 
will forward such communications to the appropriate party; or, by sending an e-mail to 
bod@L-3com.com. Such communications may be done confidentially or anonymously. 

mailto:bod@L-3com.com�


10 
 

. 
Anyone who has concerns regarding questionable accounting, internal accounting 
controls and auditing matters, including those regarding the circumvention or 
attempted circumvention of internal accounting controls or that would otherwise 
constitute a violation of the Company’s accounting policies (each an “Accounting 
Allegation”) may communicate these concerns by writing to the attention of the 
Audit Committee at the address listed below: 

L-3 Communications Holdings, Inc.   
Attention: Audit Committee  

600 Third Avenue  
New York, NY 10016 

Employees shall  report Accounting Allegations in accordance with the Company’s 
Whistleblower Policy.  L-3 prohibits any employee from retaliating or taking any 
adverse action against anyone for raising or helping to resolve an integrity concern.  


