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Global Security
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Guided by Integrity
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Lockheed Martin’s Business
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ESTIMATEDITOZINCREASEIFROMITCOIBILLIONIINI OO OOITONDOOOIBILLIONT
INI OOC000 2ESEARCHI $EVELOPMENTII 4ESTD ANDT %NGINEERINGE
125400%ISPENDINGIWILLIREMAINIROUGHLYZTHEISAMEIDURINGITHIS!
PERIODIIRANGINGI FROMI DODI BILLIONI INI DODDOITOI OO0 BILLIONT INE
OOOOTDECLININGITHENITOIOOCIBILLIONZINIO OO

"7 HILEISUBJECTITOICHANGEIINZFUTUREISPECIFICIBUDGETISUBMIST
SIONSIANDIANNUALIAPPROPRIATIONI BYI#ONGRESSTI THESEL ESTIMATEST
CONTINUEITHEL ¥ DMINISTRATIONISILONGL STATEDL INTENTITOI MODERNIZE!
THEL ¥ RMEDI&ORCESWHILEZPROSECUTINGITHELWARIONZTERRORISMII4 HEL
DIFFERINGITRENDST INI OROCUREMENTI AND 2 $4 1% BUDGETSI REFLECT!
THEZ MATURATION: OF] PROGRAMSI EMERGINGZ FROMI 2 $4 % FUNDING!
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&ORT EXAMPLET] ALTHOUGHI INDEMNIFICATIONI BYT THE! SI3[
~ OVERNMENTTOICOVERIPOTENTIALLCLAIMSLORILIABILITIES.RESULTINGZFROMIA!
FAILUREL OFZ TECHNOLOGIES! DEVELOPEDI ANDI DEPLOYEDI MAYL BEL AVAILABLE]
INISOMELINSTANCESIFORTOURIDEFENSEIBUSINESSESTISI3 ® OVERNMENT!
INDEMNIFICATIONI MAYTNOTI BEZ AVAILABLE FORTHOMELANDL SECURITYZ
PURPOSESI 7 HILEI WEL MAINTAINC INSURANCEZ FORT SOMEZ BUSINESS!
RISKSIIITCISINOTIPOSSIBLEITOIOBTAINICOVERAGELTOIPROTECTIAGAINSTZALLT
OPERATIONALIRISKSTANDILIABILITIEST "7EIDOI PLANI TOT SEEKITANDI INI
CERTAINICASESIHAVELOBTAINEDIILIM ITATIONIOFISUCHIPOTENTIALLIABILD
ITIESIRELATEDITOITHEISALEZANDIUSEIOFJOURTHOMELANDISECURITYIPRODL
UCTSZANDZSERVICESITHROUGHI QUALIFICATIONIBYITHE] SSEPARTMENTI OF
(OMELANDI3ECURITYIUNDERITHEZ h3 ¥ &%4 9T ¥ CTvI PROVISIONS] OFL
THEZ (OMELANDI 3ECURITYZ X CTEOFI DO )NITHE EVENTIWEL WEREITO!
PROVIDEITHOMELANDI SECURITYIRELATEDL PRODUCTSI ANDL SERVICESITOIAL
CUSTOMERIWITHOUTISUCHIQUALIFICATIONIIWEIWOULDINOTBEIAFFORDED!
THEIBENEFITIOFITHEI 3 ¥ &%4 91 ¥ CTCSICAPIONITORTILIABILITYIORI SI3T
" OVERNMENTI INDEMNIFICATIONCZ )NZ ADDITIONLZ OURL INFORMATIONI
TECHNOLOGYZPRODUCTSIANDZSERVICESRELATEDTO (COMELANDZ3ECURITY!
MAYIRAISEL POTENTIALILIABILITIESTASSOCIATEDI WITHZ PRIVACYI ISSUES!
FORTWHICHINEITHERTINDEMNIFICATIONINORI 3 ¥ &%4 91 1 CTICOVERAGE!
ISIAVAILABLET]/ THERZRISKSIUNIQUELTOICIVILI GOVERNMENTIPROGRAMS!
MAYTINCLUDEL DEVELOPMENTL OF] COMPETING. PRODUCTSIITECHNOLOGIL
CALIFEASIBILITYTANDZIPRODUCTIOBSOLESCENCE!

“7ETHAVEL CONTINUEDITOZ EXPANDI OURI CAPABILITIEST INZ CRITICALL
INTELLIGENCEII KNOWLEDGE! MANAGEMENT ANDI %[ = OVERNMENT!
SOLUTIONSL FORT OURT CUSTOMERSII INCLUDINGI THED 30CIALL 3ECURITYT

PAGE 20



A4HEIS5I31] " OVERNMENTIHASIBEENIAWARDINGCLAUNCHIMISSIONS]
INCREMENTALLYJASIIT.CONTINUESITOZDEVELOPZITSIACQUISITIONISTRATEGYIFOR!
FUTUREINATIONALIMISSIONST4HEISI3 ™ OVERNMENTIPLANSTTOIMAINTAIN!
ASSUREDI ACCESSITOISPACETOITHE MAXIMUMIEXTENTI POSSIBLEL ANDIHAS]
RECOGNIZEDITHEINEEDITOIFUNDIADDITIONALZ %% , 6 INFRASTRUCTUREL
COSTSI CREATEDZ BYT THEI WEAKERITHANZORIGINALLYIANTICIPATEDI COMI
MERCIALI DEMANDI FORT LAUNCHI SERVICESII "7 E[ HADI THREET ¥ TLAS!
LAUNCHEST INZ DODCI INCLUDINGI OURIFIFTHI B TLASI 61 COMMERCIALL
LAUNCHI ¥ STOFIYEARIENDIUOCCIITHEL ¥ TLASIFAMILYIOFILAUNCHIVEHID
CLEST HADL AT RECORD!I OF T CONSECUTIVET SUCCESSFULT LAUNCHESLI
#OMMERCIALIORDERSIANDI PRICESIFORITHET X TLAST GILAUNCHIVEHICLE!
TOIDATEIHAVEIBEENILOWERITHANZWELORIGINALLYIEXPECTEDIDURINGITHEL
DEVELOPMENTIPHASELOFITHEIVEHICLEI

NI OOOOT WEL ENTEREDT INTOTANZ AGREEMENTI WITHL **OEINGLTOL
CREATET AL JOINTI VENTURET THATI WOULDI COMBINEL THET PRODUCTION
ENGINEERINGCITESTI ANDILAUNCHE OPERATIONST ASSOCIATEDIWITHI 5131
" OVERNMENTLAUNCHESOFIOUR! ¥ TLASTAUNCHVEHICLESIANDT" *OEINGLS!
SBELTALAUNCHIVEHICLESTI4HELOINTVENTUREINAMEDISNITED!,, AUNCHI

TLLIANCET , ,#105, YITTISISTRUCTURED AST AT OO IO JOINTI VENTUREL
ANDIWOULDBETACCOUNTEDIFORTASIANIEQUITYZINVESTMENTIISNDERTTHE!
TERMSIOFITHETJOINTIVENTURELL ¥ TLASTANDI SELTATEXPENDABLEILAUNCH!
VEHICLES]WOULDICONTINUEITOIBEZAVAILABLEZASIALTERNATIVESIONZINDIZ
VIDUALI LAUNCHI MISSIONSII 4HET AGREEMENTL ALSO] STIPULATESI THATI]
UPONICLOSINGIOFITHEITRANSACTIONZY , OCKHEED! — ARTINJANDI " *OEING!
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1 SIDISCUSSEDIABOVEII COMMERCIALISATELLITEL SALESTHAVEL CONI
TINUEDITOIEXPERIENCE.PRICING PRESSURESIDUEITOIEXCESSICAPACITY!]
(OWEVERLINZTHEIPASTITWOLYEARSIWEIHAVEIRECEIVEDISIXICOMMERC
CIALISATELLITEJORDERSIANDIAREIINIACTIVEIDISCUSSIONSIFORIADDITIONALL
SATELLITE] ORDERSII )NIADDITIONI TO1COMMERCIALI ACTIVITYZI WEL ALSO!
RECEIVEDC NEWI ORDERSI FOR GOVERNMENTL SATELLITESI INZ DO 00T ANDL
0000 INCLUDINGITHOSEL UNDERI THE. — 5./ 31 PROGRAMZ ANDL CERTAIN!
CLASSIFIEDIACTIVITIEST

Other Business Considerations
1 SIAIGOVERNMENTICONTRACTORIIWEIAREISUBJECTTTOISI3 ™ OVERNMENT!
OVERSIGHTIZ 4 HEJGOVERNMENTI MAYIASKIABOUTIAND INVESTIGATEIOUR!
BUSINESS] PRACTICESIANDIAUDITI OURI COMPLIANCEZ WITHI APPLICABLEL
RULESIANDIREGULATIONSIISSEPENDINGIONITHEIRESULTSIOFITHOSEIAUDITS]
ANDIINVESTIGATIONSTITHEIGOVERNMENTICOULDIMAKEICLAIMSIAGAINSTL
USTJSNDERI GOVERNMENTI PROCUREMENTIREGULATIONST ANDZ PRACTICESTL
ANIINDICTMENTIOFIAI GOVERNMENTI CONTRACTORI COULDIRESULTL INITHAT]
CONTRACTORIBEINGIFINEDI ANDISUSPENDED!FROMIBEINGIABLEITOIBIDI
ONI ORI BEI AWARDEDZINEWI GOVERNMENTI CONTRACTSI FORT AT PERIOD! OFf
TIMEIC ¥7 CONVICTIONI COULDI RESULTI INJ DEBARMENT FORZ AZ SPECIFICE
PERIODI OFI TIMET 3IM ILARI GOVERNMENTL OVERSIGHTI EXISTST INZ MOSTI
OTHERICOUNTRIESIWHEREIWEICONDUCTIBUSINESS! ¥ LTHOUGHIWELCANNOTI
PREDICTITHEIOUTCOMEIOFITHESEITY PESIOF INVESTIGATIONSTANDI INQUIT
RIESIWITHZCERTAINTYZIBASEDIONICURRENTIFACTSIIWEIDOINOTIBELIEVEITHAT
ANYIOFTTHEICLAIMSIIAUDITSIORIINVESTIGATIONSIPENDINGIAGAINSTIUSIAREL
LIKELYITOIHAVEL Al MATERIALI ADVERSET EFFECTI ONI QURIBUSINESS. ORI OURI
RESULTSIOFIOPERATIONSTICASHIFLOWSIORIFINANCIALZPOSITIONI

7 EJAREIEXPOSEDITOIRISKSIASSOCIATEDIWITHISI3 ® OVERNMENTI
CONTRACTINGLIINCLUDINGITECHNOLOGICALIUNCERTAINTIESTIDEPENDENCEL
ONIFEWERIMANUFACTURINGISUPPLIERSIANDIOBSOLESCENCEIASIWELLIAS!
#ONGRESSIONALIAPPROPRIATIONZANDIALLOTMENTIOFIFUNDSIEACHI YEART]
— ANYJOFIOUR. PROGRAMST INVOLVEL THEI DEVELOPMENTIANDI APPLICAL
TIONZ OFZ STATEJOFITHEDARTI TECHNOLOGIEST AIMEDI ATJACHIEVINGI CHALD
LENGINGI GOALSII ¥ STATRESULTII SETBACKSLI DELAYSII COSTI GROWTHI ANDI
PRODUCTIFAILURESICANIOCCUR!
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3ERVICESI CONTRACTSI PRIMARILYI INCLUDEI OPERATIONST ANDZ MAINTEL
NANCEICONTRACTSIJANDIOUTSOURCINGLTYPEJARRANGEMENTSII 2EVENUE!
UNDERISUCHICONTRACTSIISIGENERALLYIRECOGNIZEDIONIAISTRAIGHTLLINEL
BASISIOVERITHEIPERIODIOFICONTRACTCPERFORMANCEIIUNLESSIEVIDENCE!
SUGGESTS. THATI THEZREVENUEL ST EARNEDC ORI THEZ OBLIGATIONSI AREL FULL
FILLEDZINCATIDIFFERENTIPATTERNIIAOSTSIINCURRE DIUNDERITHESEISERVICES!
CONTRACTSIAREZEXPENSEDIASIINCURREDIIEXCEPTITHATINITIALLhSETCUPVE
COSTSIARELCAPITALIZEDIANDIRECOGNIZEDIOVERITHEILIFEIOFITHEIAGREEL
MENTI / PERATINGI PROFITI RELATEDL TOZ SUCHI SERVICESICONTRACTS] MAY!
FLUCTUATET FROMT PERIOD TOC PERIODII PARTICULARLYT INI THEL EARLIER]
PHASESIOFITHEICONTRACTZD)NCENTIVESIANDIAWARDIFEESIRELATEDITOZPER]
FORMANCEI ONI SERVICESICONTRACTS] AREJRECOGNIZEDI WHENI THEY AREL
FIXEDZANDIDETERM INABLEZIGENERALLY JAT.THEIDATEIOFZAWARDL

Other Contract Accounting Considerations
AHEIMAJORITYIOFIOURISALESTARELDRIVENIBYZPRICINGIBASEDIONICOSTS!
INCURREDZTOIPRODUCEZ PRODUCTST ORTPERFORM SERVICESI UNDERT CONI
TRACTSIWITHITHEI 51310 ® OVERNMENTI £#0STIBASEDI PRICINGL ISIDETER]
MINEDIUNDERITHEI&EDERALT ¥ CQUISITIONT 2EGULATIONSI0& ¥ 20114 HET
&Y 21PROVIDESIGUIDANCEL ONITHEITY PES] OFI COSTSITHATI AREJALLOWE
ABLE[ INTESTABLISHINGI PRICESIFORT GOODS? ANDT SERVICEST UNDER! 51311
* OVERNMENTICONTRACTST.&ORIEXAMPLETCOSTSISUCHIASITHOSERELATED]
TOICHARITABLEI CONTRIBUTIONSTI ADVERTISINGI INTEREST] EXPENSETI AND!
PUBLICIRELATIONSIAREIUNALLOWABLETANDITHEREFOREINOTIRECOVERABLE]
THROUGHISALESTT)NIADDITIONTIWEIMAYIENTERTINTOJAGREEMENTSIWITHE
THEI 5131 * OVERNMENTI THATIADDRESSI THEL SUBJECTSI OFJ ALLOWABILITY
ANDIALLOCABILITYZIOFICOSTSITOICONTRACTSIFORI SPECIFICTMATTERS] &OR]
EXAMPLEIIMOSTIOFITHETAMOUNTSIWEISPENDIFORIGROUNDWATERITREAT]
MENTC ANDI SOILTREMEDIATIONI RELATEDITOZ DISCONTINUEDI OPERATIONST
ANDISITESTOPERATEDL INT PRIORT YEARST AREI ALLOCATEDI TOT OURT CURRENTL
OPERATIONST ASTGENERALT ANDIADMINISTRATIVEL COSTST UNDERT AGREET
MENTSIREACHEDIWITHITHEISI3T = OVERNMENTI

7 EICLOSELYI MONITORI COMPLIANCEIWITHIANDI THEL CONSISTENTI
APPLICATION OFZ OURT CRITICALTACCOUNTINGT POLICIESI RELATEDIT01 CONII
TRACTIACCOUNTINGTI* "USINESSISEGMENTIPERSONNELIASSESSITHEISTATUS!
OFCCONTRACTSITHROUGHZPERIODICICONTRACTISTATUSIANDIPERFORMANCE!
REVIEWST] ¥ LSOTIREGULARI ANDIRECURRINGT EVALUATIONST OFT CONTRACTI
COSTIISCHEDULINGIANDITECHNICALIMATTERS]ARE]PERFORMEDIBYIMANT
AGEMENTI PERSONNELJ INDEPENDENTI FROMI THEL BUSINESST SEGMENT!
PERFORMINGIWORKIUNDERITHEL CONTRACTIJ#0STSIINCURREDIANDIALLOT
CATEDITOICONTRACTSIWITHITHEI 51310  OVERNMENTIAREREVIEWEDIFOR!
COMPLIANCEIWITHIREGULATORY1STANDARDSL BYI OURT PERSONNELLT AND!
ARETSUBJECTITOI AUDITI BYI THEL SSEFENSE] #ONTRACT] ¥ UDITI ¥ GENCYI
&ORIOTHERTINFORMATIONIONZACCOUNTINGIPOLICIESIWEIHAVEIINIPLACE?
FORJRECOGNIZINGI SALEST ANDI PROFITSII SEETOURI DISCUSSIONT UNDER!
h3ALESTANDIEARNINGSVIINI - OTEIOITOITHEIFINANCIALISTATEMENTST
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Postretirement Benefit Plans
—OSTIEMPLOYEESIAREICOVEREDIBY I DEFINEDIBENEFITIPENSIONIPLANSI
JPENSIONIPLANSIIZANDIWEIPROVIDEIHEALTHICARECANDILIFEZINSURANCE
BENEFITSITOIELIGIBLECRETIREESI./ URIEARNINGSIMAYIBEINEGATIVELYIOR!
POSITIVELY]IMPACTEDI BYITHEJAMOUNTI OFf EXPENSEL ORI INCOMET WE
RECORDLFORIOURIEMPLOYEEIBENEFITIPLANSII4HISIISIPARTICULARLYITRUEL
WITHIEXPENSEIORIINCOMEIFORIPENSIONIPLANSIBECAUSEITHOSELCALCUL
LATIONSD ARED SENSITIVEL TOI CHANGEST INI SEVERALL KEYI ECONOMIC]
ASSUMPTIONST ANDI WORKFORCE]DEMOGRAPHICSTI %FFECTIVEI *ANUARY?
000 0000INEWINONIUNIONIREPRESENTEDI EMPLOYEESI THATI WEL HIRE]
AREINOTIBEINGICOVEREDIBYIDEFINEDIBENEFITIPENSIONIPLANSIIBUTIARE]
ELIGIBLEITOI PARTICIPATE] INI DEFINED] CONTRIBUTIONI PLANSII “ZEL CUR]
RENTLYCPLANITOIOFFERTTHOSEIEMPLOYEESITHEZABILITYITOIPARTICIPATEZINI
OURIRETIREEI MEDICALL PLANSII BUTI WILLINQTI SUBSIDIZEL THEI COSTI OF!
THEIRIPARTICIPATIONIEFFECTIVEI*ANUARYIOIIOODOO]

“7E] ACCOUNTL FORZ OURI PENSIONZ PLANSI USINGI 3TATEMENT] OF]
&INANCIALT T CCOUNTINGL 3TANDARDS! 0& Y300 001 Employers’
Accounting for Pensions14HOSEIRULESIREQUIREITHATITHELTAMOUNTS]
WEIRECORDLI INCLUDINGITHEL EXPENSEI ORI INCOMEL FORI THEL PLANSII BE!
COMPUTED]IUSINGIACTUARIALIVALUATIONST4HESEIVALUATIONSIINCLUDE!
MANYZASSUMPTIONSIZINCLUDINGIASSUMPTIONSIWEIMAKEIRELATINGITO!
FINANCIALZ MARKETI ANDC OTHERI ECONOMIICZ CONDITIONSII #HANGESL INI
KEYJECONOM ICIINDICATORSICANIRESULTIINICHANGESIINITHEJASSUMP



Lockheed Martin Corporation

EFFECTSI OFL THET ACTUALIRETURNI ONI PLANI ASSETSI OVERI THET PASTIFEWI
YEARSZIRESULTEDZ INIOURZ PROJECTING THAT THEZ AMOUNT. OF] PENSION!
EXPENSEIFORIDUDOIWILLIDECREASEIBYTAPPROXIMATELYOOITOINC 1]
ASICOMPAREDITOIODOOIEXPENSEII4HEIPRIMARYIDRIVERSIOFTHISIPRO

JECTEDIDECREASEIWEREITHEICHANGEIINITHEIRATEIOFCFUTUREICOMPENT

SATIONZ INCREASEST ASIWELLTASITHEI GROWTHZ INIPLANC ASSETSI OVERITHEL
PASTIYEARIINCLUDINGICONTRIBUTIONSIWEIMADETTOITHEIPENSIONITRUSTL!
AHEL DECREASET OF[ 001 BASIST POINTSI INI THET COMPENSATIONT RATE!
DECREASEDITHEIESTIMATEDIDODDOIEXPENSEIBYIAPPROXIMATELYIDDOM!
MILLIONZI)NZADDITIONZTHEZHIGHERIASSET BASELATITHEI BEGINNINGI OF
UOODIDROVEIACHIGHERIEXPECTEDIRETURNIONIASSETSIFORIODODTIWHICH!
WASI THEI MAINI COMPONENTI OF] THELREMAININGI DECREASEL INI THEL

PAGE 25



FLOWSIFORTATFEWLYEARSIBEGINNINGIINIOOOOI ¥ BSENTIOTHERICHANGES!
THEISUBSEQUENTIANNUALFUNDINGRREQUIREMENTS.WOULDIBECEXPECTED!
TOIDECLINEZINIRECOGN ITIONIOFITHEIACCELERATEDICONTRIBUTIONS!

Environmental Matters
7 EIAREIAIPARTYITOIVARIOUSIAGREEMENTSIIPROCEEDINGSIANDIPOTENC
TIALI PROCEEDINGSI FORI ENVIRONMENTALI CLEANUPT ISSUESTI INCLUDING!
MATTERST ATZ VARIOUST SITEST WHERET WEZ HAVE] BEENT DESIGNATEDI Al
POTENTIALLYZRESPONSIBLEJPARTYZ002 001 BYITHEL %0 ¥ [ ORI BYL ALSTATEL
AGENCYI] 7 EIRECORDIFINANCIALL STATEMENT] ACCRUALSL FORIENVIRONI
MENTALT MATTERST INITHEZ PERIODI THATI [TI BECOMEST PROBABLEL THATI Al
LIABILITYJHASIBEENZINCURREDIANDITHEJAMOUNTSICANIBEIREASONABLY!
ESTIMATEDIISEELTHEI DISCUSSIONI UNDERT h%NVIRONMENTALI MATTERSV]
IND - OTEIOITOITHELFINANCIALI STATEMENTSCII *UDGMENTI ISTREQUIRED!
WHENIWEIDEVELOPTASSUMPTIONSIANDIESTIMATEICOSTSIEXPECTEDITOIBE!
INCURREDZFORIENVIRONMENTALIREMEDIATIONIACTIVITIESIDUELTOTIALONG!
WITHL OTHERTFACTORSII DIFFICULTIEST INJASSESSINGL THEL EXTENTL OFL
ENVIRONMENTALIREMEDIATIONITOJBEIPERFORMEDIICOMPLEXIENVIRONI
MENTALTREGULATIONST ANDIREMEDIATIONI TECHNOLOGIESTI COSTI ALLOWI
ABILITYZ ISSUEST ANDI AGREEMENTSI BETWEENI 02 0S1TOI SHAREL INI THEL
COSTIOFIREMEDIATIONIASIDISCUSSEDIBELOW!

7ETENTERT INTOT AGREEMENTS! [e.g.1l ADMINISTRATIVEL ORDERST]
CONSENTIDECREESIIWHICHIDOCUMENTITHEIEXTENTIANDITIMINGIOFIOUR!
OBLIGATIONLI 7 EL AREL ALSOL INVOLVEDT INCREMEDIATIONI ACTIVITIESIATL
ENVIRONMENTALLSITESIWHEREIFORMALIAGREEMENTSIEXISTIBUTIDOINOTL
QUANTIFYTTHEEEXTENTIANDT I M INGIOFIOURIOBLIGATIONI%NVIRONMENTAL]
CLEANUPZACTIVITIESTUSUALLYT COVERTSEVERALT YEARST] WHICHI MAKES!
ESTIMATINGI THEI COSTS] MOREL JUDGMENTALT DUEL TOL] FORT EXAMPLET]
CHANGINGIREMEDIATIONI TECHNOLOGIESII 400 DETERM INEI THEI COSTSI
RELATEDITOL CLEANUPI SITESTI WEIHAVEDTOI ASSESSI THEL EXTENTI OF] CONI
TAMINATIONZI THEZ APPROPRIATEL TECHNOLOG Y[ TO1BEZ USEDI TOT ACCOM
PLISHI THET REMEDIATIONI ANDI CONTINUALLYT EVOLVINGI REGULATORY]
ENVIRONMENTALL STANDARDSLI "7 El CONSIDERT THESEL FACTORST INI OUR]
ESTIMATESL OFL THEITIMINGI ANDJAMOUNT. OF]ANYI FUTUREL COSTSL THAT]
MAYIBEREQUIREDIFORIREMEDIATIONIACTIONSTT)NICASESIWHEREIAIDATE!
TOICOMPLETEZACTIVITIESIATIAIPARTICULARIENVIRONMENTALISITEICANNOT!
BELESTIMATEDIBYIREFERENCEITOCAGREEMENTSIORIOTHERWISEI]WEIPROJI
ECTICOSTSIOVERIANIAPPROPRIATETIMELIFRAMEINOTITOIEXCEEDIOOIYEARSI
* IVENITHEILEVELIOFIJUDGMENTIANDIESTIMATIONIWHICHIHASITOLOCCURT
ITIISILIKELYCTHATIMATERIALLYIDIFFERENTJAMOUNTSICOULDI BEIRECORDED!
IFIDIFFERENTIASSUMPTIONSIWERELUSEDI ORI IFICIRCUMSTANCESIWERELTO!
CHANGE([e.g.TJAICHANGEIINIENVIRONMENTALISTANDARDSII
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)FI WEZAREIULTIMATELYT FOUNDI TOTHAVEILIABILITYT ATI THOSEL SITEST
WHEREIWEIHAVEIBEENIDESIGNATEDIAIO2 OIWEIEXPECTITHATITHEIACTUALL
COSTSI OFIREMEDIATIONI WILLY BEL SHAREDI WITHI OTHERT LIABLE1 02 0S[T
" ENERALLYIIO2 OSITHATZAREIULTIMATELYDETERMINEDITOIBEIRESPONSIC
BLEIPARTIESIAREISTRICTLYILIABLEIFORISITELCLEANUPCANDI USUALLYJAGREE!
AMONGITHEMSELVESITOISHARETIONIANIALLOCATEDIBASISIITHELCOSTSIAND!
EXPENSESIFORTINVESTIGATIONZANDIREMEDIATIONIOFTHAZARDOUSIMATET
RIALST] SNDERTEXISTINGIENVIRONMENTALILAWSTIRESPONSIBLE! PARTIES]
ARELJOINTLYIANDZSEVERALLYILIABLETANDITHEREFOREWELAREIPOTENTIALLY!
LIABLET FORI THEZ FULLE COSTZ OFI FUNDINGZ SUCHIREMEDIATIONII )NI THEL
UNLIKELYJEVENTITHAT!WEWEREIREQUIREDI TOIFUNDITHEIENTIREICOSTI OF!
SUCHIREMEDIATIONL THE STATUTORYZ FRAMEWORK!T PROVIDES! THAT. WEL
MAYIPURSUEIRIGHTS. OF CONTRIBUTIONIFROMLITHEZ OTHER! 02 OS 4HE!
AMOUNTSIWELRECORDIDOINOTIREFLECTITHEIFACTI THAT!WEI MAYZRECOVER!
SOMEI OFI THEZ ENVIRONMENTALZ COSTSI WET HAVEL INCURREDI THROUGH
INSURANCEZORIFROMLOTHERIO2 OSTWHICHIWEZAREIREQUIREDITOZPURSUEL
BYCAGREEMENTCAND5I31 * OVERNMENTREGULATION!

5SNDERTAGREEMENTSIREACHEDI WITHI THEL 51311 ® OVERNMENTI!
SOMEIOFITHETAMOUNTSIWEISPENDIFORIGROUNDWATERITREATMENTIAND!
SOILIREMEDIATIONIAREIALLOCATEDITOIOURIOPERATIONSIASIGENERALIAND!
ADMINISTRATIVEI COSTST] SNDER! EXISTINGI GOVERNMENTIREGULATIONSI
THESEI ANDI OTHERT ENVIRONMENTALI EXPENDITURES RELATINGL TOZ OUR!
50311 " OVERNMENT. BUSINESSII AFTERT DEDUCTINGI ANYIRECOVERIES!
RECEIVEDIFROMIINSURANCELORIOTHERIO2 OSIZARECALLOWABLEIINIESTABL
LISHINGCPRICESIOFIOURIPRODUCTSIANDISERVICES. ¥ STAIRESULTIATSUBL
STANTIALZAMOUNTLOFITHEIEXPENDITURESIWEZINCURTAREIBEINGIINCLUDED!
INC OURC SALEST ANDI COSTC OF SALESTACCORDINGI TOI SI3II ™ OVERNMENTI
AGREEMENTIORIREGULATIONL

T TITHECENDIOF.OCOUITHEITOTALZAMOUNTCOFLLIABILITIESIRECORDED!
ONZOURIBALANCEISHEETIFORZENVIRONMENTALIMATTERSIWASIOOCOIMILD
LIONIT ¥ BOUTI DO CITOFI THEL LIABILITYZ RELATESI TOL SITEST INI 2EDLANDST
""URBANKIANDL ® LENDALETI #ALIFORNIAICANDL INI = REATI - ECKTI - EW!
OO0RKIIMAINLYIFORIREMEDIATIONZOFISOILJANDIGROUNDWATERICONTAML
INATIONII4HEIREMAINDERIOFITHEILIABILITYIRELATESI TOL OTHERIPROPER]
TIESIZINCLUDINGICURRENTIOPERATINGIFACILITIESTANDICERTAINCFACILITIEST
OPERATED! INI PRIORT YEARSIIFORT WHICHZ OURI OBLIGATIONZ IST PROBABLEI!
ANDITHECFINANCIALZEXPOSURELCANBEIESTIMATEDI 7 ECHAVELRECORDED!
ASSETSITOTALINGIOCOOIMILLIONIATISSECEMBERIOCIIOC O COFORITHEIPORY



Lockheed Martin Corporation

ACQUISITION AND DIVESTITURE ACTIVITIES

"7 EICONTINUOUSLYZSTRIVEITOISTRENGTHENIOURIPORTFOLIOZOFIPRODUCTS!
ANDISERVICESITOIMEETI THEICURRENTZANDIFUTUREINEEDSIOFIOURICUST
TOMERSI "ZEJACCOMPLISHITHISINOTI ONLYZ INTERNALLYCI THROUGHZ OUR!

PAGE 27



NI - OVEMBERICODOCT ATPRIVATEIEQUITYC FIRMIPURCHASEDI THE!
OUTSTANDINGISHARESIOF] . EWI3KIESISATELLITEST . G110 . EWI3KIESIT
"7 E1SOLDZOURI SHARESIFORICCOOIMILLIONZI 4HECTRANSACTIONZRESULTED]
INITHEZRECORDINGL OF! ATGAINCINETI OFC STATET INCOMEL TAXESLI OFC 0 O]
MILLIONZ INJOTHERI INCOMEIANDIEXPENSESI]ANDIANC INCREASEI ININET!
EARNINGSIOFIOCCIMILLIONIOD DD PERISHAREDTI4HEICARRY INGIVALUET
OFCOURTINVESTMENTIINI - EWI3KIESIWASIMARKEDITOIMARKETTHROUGH!
OTHERICOMPREHENSIVEZINCOMEIPRIORITOITHEISALET

RESULTS OF OPERATIONS
3INCEIOURIOPERATINGICYCLEIISILONGITERMIANDIINVOLVESIMANYLTYPES!
OFIDEVELOPMENTIANDIPRODUCTIONICONTRACTSIWITHIVARY INGIPRODUCE
TIONIDELIVERYISCHEDULESITHEIRESULTSIOFIOPERATIONSIOFZATPARTICULARL
YEARTIORIYEARITOIYEARICOMPARISONSIOFIRECORDEDISALESIANDZPROFITST
MAYINOTIBEJINDICATIVEIOFIFUTURELOPERATINGIRESULTSIIAHELFOLLOWINGI
DISCUSSIONST OF1 COMPARATIVEIRESULTST AMONGL PERIODS] SHOULDI BEL
VIEWEDIINITHISICONTEXTII ¥ LLIPERISHARETAMOUNTSICITEDIINITHISIDIST
CUSSIONIAREIPRESENTEDIONIAThPER'DILUTEDISHAREVIBASIS!

Q0noomo
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NOTI INCLUDEZ UNEXERCISEDZ OPTIONSI ORI TASKC ORDERSLTOLI BE! ISSUED!!
UNDERT INDEFINITEIDELIVERYTINDEFINITEIQUANTITYI 0)$) 101 CONI
TRACTSI &UNDED1 BACKLOGL WASZ APPROXIMATELYL OCCI BILLIONT AT
S$ECEMBERIOONOOON!

4HEI ¥ ERONAUTICSI SEGMENTI GENERALLYT INCLUDESI FEWERC PROL
GRAMSITHATIHAVET MUCHI LARGERT SALEST ANDI OPERATINGIRESULTSI THAN!I
PROGRAMSIINCLUDEDZINCTHEIOTHERISEGMENTSII4 HEREFORECIDUEITOTHEL
LARGEINUMBERIOFICOMPARATIVELYISMALLERTIPROGRAMSIINTHEREMAINC
INGI SEGMENTSII THEC DISCUSSIONS. OFI THEIRESULTS. OF] OPERATIONSL OFl
THESEIBUSINESST SEGMENTS] GENERALLYI FOCUST ONILINEST OF1 BUSINESS!
WITHINITHEISEGMENTSIRATHERITHANIONISPECIFICIPROGRAMSTI4 HETFOLT
LOWINGITABLESIOFIFINANCIALIINFORMATIONIANDZRELATEDIDISCUSSIONS!
OFITHECRESULTSIOFIOPERATIONSIOFI OURIBUSINESSISEGMENTSIAREICONL
SISTENT]WITHITHEIPRESENTATIONIOFISEGMENTIINFORMATIONZINZ - OTEICON
TOITHEZFINANCIALISTATEMENTS!

Aeronautics
T ERONAUTICSIIOPERATINGIRESULTSIINCLUDEDITHEIFOLLOWING]

(In millions) 2005 0ooo 0ooo
- ETISALES $11,672 000000 O0OIODO
/ PERATINGIPROFIT 994 ooo ooo
**ACKLOGIATIYEARIEND 29,580 0oiooo 0oiooo
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- ETISALESIFOR! ¥ ERONAUTICS. DECREASED. BY[ UOCCI MILLIONZI OR!
UOTINIDODOOICOMPAREDITOIDD OO 4HEIDECREASEIWASIMAINLYIDUET
TOZANTICIPATEDI DECLINESTINI #OMBAT! ¥ [RCRAFTIT WHICHZ WEREI PAR]
TIALLYJOFFSETIBYIGROWTHIINI ¥ IR1—OBILITYC#OMBATL ¥ IRCRAFTISALEST



Electronic Systems
%LECTRONICI3YSTEMSIIOPERATINGIRESULTSIINCLUDEDITHEIFOLLOWINGI

(In millions) 2005 oooo oooo
- ETISALES $10,580 [0 0000 00 O0OCO
/ PERATINGIPROFIT 1,113 aoa aoa
""ACKLOGIATIYEARIEND 19,932 aoiooo aoiooo

- ETISALESIFORI%LECTRONICI3YSTEMSIINCREASEDID LI INIDO OOIAS]
COMPAREDITO1000C (IGHERIVOLUMELINITACTICALZANDISURFACELSYST
TEMSIPROGRAMSICONTRIBUTEDCTOC INCREASEDISALESIOFICDOCIMILLIONT
ATT—ARITIMEI3YSTEMS! [IT3ENSORSIT — 30IITOLATFORMII4RAININGI LT
ARANSPORTATIONI 30LUTIONSI 10404 3 SALESI INCREASEDI DCOOI MILD
LIONI PRIMARILYC DUEL TO1 PLATFORML INTEGRATIONI ACTIVITIES X IR
DEFENSEL ANDI FIREZ CONTROL! PROGRAMSI CONTRIBUTED! TOT INCREASEDI
SALESIOFIUOOIMILLIONIAT] — ISSILESI CJI&IRETH#ONTROLII — L &# 1T

- ETISALESIFORI%LECTRONICI3YSTEMSIINCREASEDI U LIZINIOOCOIAS
COMPAREDITO! DODOI 4HET INCREASEL INI SALESI WAS. DUEITOI HIGHER!
VOLUMEZINI — 30IANDI — O &#1 (IGHERIVOLUMEIONISURFACE SYSTEMS!
PROGRAMST ACCOUNTED! FORT MOST! OF — 35T SALESTGROWTHI OF OO
MILLIONII — DI &#SI SALESTINCREASEDI DOOCIMILLIONT PRIMARILYI DUEL
TOIHIGHERIVOLUMEIONFIREICONTROLIANDLTACTICALIMISSILEZPROGRAMS

/ PERATINGI PROFITC FORI THED SEGMENTZ INCREASEDI BYI OO IND
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Lockheed Martin Corporation

Unallocated Corporate (Expense) Income, Net
AHETFOLLOWINGI TABLEISHOWSI THEICOMPONENTSI OFZNET. UNALLOCATED!
#ORPORATEIIEXPENSEIIINCOMET

PAGE 33



AHETINCREASETINITHECh/ THERINETVICOMPONENTIOFIUNALLOCATED]
#ORPORATELDEXPENSEIINCOMELINETIOFIDOOIMILLIONIFROMI DO ODETOL
00000 WASE PRIMARILYC DUEITOI HIGHERT INTEREST. INCOMEL DUEITOL Al
LARGERIINVESTEDICASHIBALANCEIANDIHIGHERT INTERESTIRATEST INICOCCIT
AHEIDECREASEIOFIUCOIMILLIONIFROMIDODCITOIODOOIWASIPRIMARILYT
DUELTOZLOWERIEARNINGSIONIOURCEQUITYCINVESTMENTSIINIO DT

LIQUIDITY AND CASH FLOWS

7 ETHAVETATBALANCED! CASHI DEPLOYMENTIANDIDISCIPLINEDI GROWTH!
STRATEGYITOIENHANCEIOURIBUSINESSESIINCREASE]SHAREHOLDERIVALUEL
ANDI POSITIONI OURSELVESL TO1 TAKEL ADVANTAGEL OFZ NEWZ BUSINESS!
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Lockheed Martin Corporation

Financing Activities

Issuance and repayment of long-term debt—#ASHIPROVIDED!
FROMI OPERATIONST HASI BEENT OURT PRINCIPALZ SOURCE! OF1 FUNDSI TOL
REDUCE” OURTLONGITERMIDEBTI!)NI 0000 WEZUSED? DO00I MILLIONZ OF
CASHIFORITHEIEARLYIRETIREMENTIANDISCHEDULEDIREPAY MENTIOFILONGL
TERMIDEBTII)NI 000CI WEIUSEDI OO BILLIONI OF CASHIFORI THEC EARLYL
RETIREMENTIANDISCHEDULEDREPAY MENTIOFILONGCTERMIDEBT.]./ FITHATL
AMOUNTI 0000TMILLIONZRELATEDITOI THET EARLYZ RETIREMENT OF DEBT!
THROUGH TENDERT OFFERS] FORIWHICHZ WET INCURRED 0OOOI MILLIONZ OF
ASSOCIATEDI COSTSIT )N COD0N WED ISSUEDI D101 BILLIONT OFC FLOATING!
RATEC CONVERTIBLEZ SENIORI DEBENTUREST THAT BEARI INTERESTI ATJ THREE[
MONTHL, )**/ 2[LESSIOOIBASISIPOINTSIIRESETIQUARTERLY!! 7 EIUSEDITHEL
PROCEEDS.OFITHATIISSUANCEZIALONGI WITHICASHIFROMIOPERATIONSLITOL
REPAYICOIOIBILLIONZOFIDEBTIINIADVANCEIOFIITSIMATURITYZANDIRETIREL
OTHERCHIGHZ COSTI DEBTI] 7 EJUSED. UOCOI MILLIONZ OF] CASHL FORT DEBTL
ISSUANCEI ANDIREPAY MENTI COSTSI 701 COMPLETEL THOSEL TRANSACTIONST
INJOODOO

Share repurchases and dividends—7E[ALSOIUSEDICASHIINIEACH!
OFITHEILASTITHREELYEARSIFORICOM MONISHARE[REPURCHASEIACTIVITYIAS!
FOLLOWSTI 000000 MILLIONT FORT 00T MILLIONT COMMONZ SHAREST IN
0000 OFWHICH OIOC0I MILLIONZFORI OCZOIMILLIONZ OF THOSEI COML
MONI SHARESIZ ASTWELLL AST00OC MILLIONIFOR] OZ0 MILLIONI COMMONL
SHARESIPURCHASED! INZ 00DOI WASI SETTLEDI DURINGI THEI YEART] OCOCK
MILLIONZFORIODTIIMILLIONZCOM MONZSHARESIINIO O D OTOFWHICHIO DOOL
MILLIONZFORIOOIOIMILLIONICOM MONISHARESIWASISETTLEDDURINGITHEL
YEARTI ANDI 00000 MILLIONE INZ DOO0I FORT 00T MILLIONT COMMON!
SHARESI 4HESET PURCHASES] WEREZ MADE[ UNDER! AT SHAREZREPURCHASEL
PROGRAMIINPLACEZFORITHEIREPURCHASEZOFIUPITOZOCIMILLIONISHARES!
OFIOURICOMMONZSTOCKIFROMITIMELTOITIMEIATIMANAGEMENTISDIST
CRETIONL INCLUDINGI OO0 MILLIONI SHARES. THATI WEREI AUTHORIZED( FOR!
REPURCHASEL UNDERL THET PROGRAML INI 3EPTEMBERL 0000 ¥ ST OF
S$ECEMBERIIIINOOOOTWEIHADIREPURCHASEDIAITOTALIOFIOOIIIMILLIONT
SHARES] UNDERI THEZ PROGRAMI ANDI THEREZREMAINEDI APPROXIMATELYL
OOOMILLIONISHARESITHATIMAYBEZREPURCHASEDIINITHEDFUTUREL
AHEIPAYMENTIOFIDIVIDENDSIONIOURICOM MONISHARESIISIONELOF!
THEZKEYCCOMPONENTSIOFJOURIBALANCEDICASHIDEPLOY MENTISTRATEG YII
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Lockheed Martin Corporation

CONTRACTUAL COMMITMENTS AND
OFF-BALANCE SHEET ARRANGEMENTS

170 $ECEMBER] 0T 0000 WETHADI CONTRACTUALL COMMITMENTSITOL
REPAYIDEBTIIMAKEIPAYMENTSIUNDERIOPERATINGILEASESTISETTLEIOBLIT
GATIONSCRELATEDITOIAGREEMENTSITOIJPURCHASEIGOODSIANDISERVICEST!
ANDISETTLEJOTHERILONGITERMILIABILITIESTI#APITALILEASET OBLIGATIONS!
WEREL NEGLIGIBLET] OAYMENTSI DUET UNDERT THESETLONGITERMZ OBLIGAT
TIONSZANDICOMM ITMENTSARECASIFOLLOWS
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FIVEIYEARST 4HEIAMOUNTSIULTIMATELY APPLIEDI AGAINSTIOUR. OFFSET!
AGREEMENTST AREI BASEDI ONI NEGOTIATIONST WITHI THEI CUSTOMERTAND!
GENERALLYIREQUIRELCASHIOUTLAYSITHATIREPRESENTIONLYT ATFRACTIONIOF!
THEZORIGINALTAMOUNTIINITHEIOFFSETIAGREEMENTL. ¥ TISSECEMBER” [T
OOO0WEIHADIOUTSTANDINGL OFFSETCAGREEMENTSITOTALINGIDOICIBILE
LIONZIPRIMARILYIRELATEDITOIOURT ¥ ERONAUTICSISEGMENTIITHATIEXTEND!
THROUGH! DOOOT 401 THED EXTENTI WET HAVEL ENTEREDT INTOT PURCHASE!
OBLIGATIONSIATISSECEMBERIO 00 O0THATIALSOISATISFYIOFFSETIAGREELD
MENTSIITHOSEIAMOUNTSIAREZINCLUDEDIINITHEIPRECEDINGITABLE!

"/ ETHAVEIENTEREDC INTOTSTANDBYULETTER! OF] CREDITI AGREEMENTS!
ANDZOTHERTARRANGEMENTSIWITHIFINANCIALLINSTITUTIONSIANDZCUSTOMI
ERSIMAINLYCRELATINGITOIADVANCESIRECEIVEDIFROMICUSTOMERS/ANDLOR!
THEIGUARANTEEZOFIFUTUREZPERFORMANCELONISOMEZOFIOURICONTRACTSI!
170 $ECEMBER! 01T 00000 WEZHADI OUTSTANDINGILETTERST OF] CREDITI
SURETYCBONDSIANDIGUARANTEESIZASIFOLLOWST

#OMMITMENTI%XPIRATIONI*"YIOERIOD

, ESSI VFTERD
40TALL 4HANII Ond  OnOX i
(In millions) HOMMITMENT ~ [I9EAR™  OEARS™ OEARS  OEARS
3TANDBYLLETTERSI]
1 OFICREDIT 0omooo ooooo - 0booo ooo Doo
3URETYIBONDS goo 0o 0oo 0 t
" UARANTEES 0 0 0 O ([l
A0TALICOMMITMENTS 00mooo 0oooo - 0ooo 0oo 000

(a) Approximately $2,262 million and $49 million of standby letters of credit in the
“Less Than 1 Year” and “1-3 Year” periods, respectively, and approximately $38
million of surety bonds in the “Less Than 1 Year” period are expected to renew for
additional periods until completion of the contractual obligation.

JNCLUDEDZINTHEITABLEZABOVEISIAPPROXIMATELYZOOOOIMILLIOND
REPRESENTINGILETTERIOFICREDITANDISURETYIBONDIAMOUNTSIFORIWHICH!
RELATEDI OBLIGATIONST ORILIABILITIEST ARET ALSOTRECORDED! INI THEL BAL
ANCEI SHEETII EITHERT ASIREDUCTIONSI OFZ INVENTORIESII AS]CUSTOMER!
ADVANCESIANDIAMOUNTSIINIEXCESSIOFICOSTSIINCURREDIORZASIOTHER!
LIABILITIEST ¥ PPROXIMATELYI DO BILLIONI OFL THET STANDBY! LETTERST OF]
CREDITI INITHEL TABLET ABOVET WEREZ TOT SECURET ADVANCEL PAYMENTS!
RECEIVEDI UNDERTANI &I0CC CONTRACTI FROMI AN INTERNATIONALL CUST
TOMERI] 4HESECLETTERS] OF CREDIT] AREIAVAILABLEL FORT DRAWL DOWNC INC
THETEVENTC OFC OURTNONPERFORMANCEII ANDITHETAMOUNTC AVAILABLEL
WILLBEIREDUCEDZASICERTAINIEVENTSIOCCURITHROUGHOUTITHEL PERIOD!
OFIPERFORMANCEZINJACCORDANCEIWITHITHEICONTRACTITERMSIL3IMILAR
TOITHEZLETTERSC OF CREDITC FORI THEI &[00I CONTRACTII OTHERI LETTERST OFL
CREDITC ANDI SURETYT BONDSL AREI AVAILABLEL FORT DRAWI DOWNI INI THE!
EVENTZOFIOURINONPERFORMANCEL

PAGE 38

1T $ECEMBERI 00X 00O WEIHADI NOI MATERIAL] OFFIBALANCEL
SHEET] ARRANGEMENTS]ASI THOSEL ARRANGEMENTSIAREL DEFINEDI BYZTHEL



VALUEIL ANDI TOC REFLECT. THET RELATEDI EXCESSI TAXI BENEFITI RECEIVED!
UPONIEXERCISEI OFITHETOPTIONSII IFT ANYZL NI THEL STATEMENTL OF] CASH!
FLOWSIASIACFINANCINGIACTIVITYZ INFLOWIRATHERITHANIANIADJUSTMENT!
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CONTROLS AND PROCEDURES
“7ETMAINTAINI DISCLOSURET CONTROLST ANDI PROCEDURESIT INCLUDING!
INTERNALL CONTROLI OVERIFINANCIALZREPORTINGII THAT] AREL DESIGNEDITO!
ENSUREL THATI INFORMATIONZREQUIRED! TO1 BEI DISCLOSED! INI OURI PERIT
ODICIFILINGSIWITHITHEI 3%#11SIREPORTEDIWITHINITHEI TIME PERIODS!
SPECIFIEDIINITHEI3%#SRULESANDIFORMSIZANDITOIPROVIDEIREASONL
ABLEIASSURANCEITHATIASSETSIAREISAFEGUARDEDIANDITRANSACTIONSARE]
PROPERLYIEXECUTED. ANDIRECORDEDI / UR[ DISCLOSUREL CONTROLST ANDL
PROCEDUREST AREZ ALSOZ DESIGNED! TOT ENSUREL THATZ INFORMATIONT IS
ACCUMULATEDIANDICOMMUNICATEDITOIOURIMANAGEMENTIIINCLUDINGT
OURZ#HIEFI%XECUTIVEL/ FFICERT 4%/ IIANDI#HIEFI&INANCIALLZ FFICER
[#&/110 AST APPROPRIATEII TOT ALLOWE TIMELYT DECISIONST REGARDING!
REQUIREDI DISCLOSUREL )NZ DESIGNINGI ANDIEVALUATINGISUCHICONTROLS!
ANDIPROCEDURESTWEIRECOGNIZEITHATIANYICONTROLSIANDZPROCEDUREST
NOT MATTERT HOWI WELLI DESIGNEDI ANDT OPERATEDL CANI PROVIDEI ONLY!
REASONABLEC ASSURANCEI OF] ACHIEVINGI THEL DESIREDI CONTROL! OBJECL
TIVESITANDI MANAGEMENTINECESSARILYTISIREQUIREDITOI USELITSTIUDG
MENTE INI EVALUATINGI THEZ COSTIBENEFITZ RELATIONSHIPT OFC POSSIBLE!
CONTROLSIANDIPROCEDURESL ¥ LSOIWETHAVEL INVESTMENTSIINI CERTAINC
UNCONSOLIDATEDZENTITIESI ¥ STWEZDOINOTICONTROLI ORI MANAGEITHESEL
ENTITIESTTOURICONTROLSJANDIPROCEDURESIWITHIRESPECTITOITHOSEIENTII
TIESIAREINECESSARILYT SUBSTANTIALLYT MOREZLIMITEDITHANI THOSEZ WEL
MAINTAINIWITHRESPECTITOZOURICONSOLIDATEDISUBSIDIARIES]
“7EIROUTINELYZREVIEWIOURISYSTEMI OFI INTERNALL CONTROLI OVER!
FINANCIALTREPORTINGIANDI MAKEL CHANGESL TOT OURT PROCESSEST AND!
SYSTEMSITOI IMPROVET CONTROLST ANDT INCREASET EFFICIENCYII WHILET
ENSURINGI THATI WEL MAINTAINZ ANIEFFECTIVEL INTERNALT CONTROLIENVIT
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Lockheed Martin Corporation

MANAGEMENT’S REPORT ON THE FINANCIAL STATEMENTS AND
INTERNAL CONTROL OVER FINANCIAL REPORTING

A4HEIMANAGEMENTIOF! , OCKHEEDI —ARTINZISIRESPONSIBLEIFORITHELCONSOLIDATEDFINANCIALISTATEMENTSIANDIALLIRELATEDIFINANCIALIINFORC
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Lockheed Martin Corporation

REPORT OF ERNST & YOUNG LLP, INDEPENDENT REGISTERED PUBLIC
ACCOUNTING FIRM, ON THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS

**OARDIOFISIRECTORSIANDI3TOCKHOLDERS
» OCKHEEDI—ARTINZ#ORPORATION

"/ EIHAVEIAUDITEDI THET ACCOMPANY INGI CONSOLIDATEDI BALANCET SHEETSI OF] , OCKHEEDT — ARTINI #0RPORATIONC ANDL SUBSIDIARIES]AST OF]
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Lockheed Martin Corporation

CONSOLIDATED STATEMENT OF EARNINGS

Year Ended December 31,

(In millions, except per share data) 2005 0ooo 0ooo
NET SALES
ORODUCTS $31,518 000mooo 0oomooo
3ERVICES 5,695 01000 0inoo
37,213 001000 00iooo
COST OF SALES
ORODUCTS 28,800 00000 00000
3ERVICES 5,073 gooo 0mnoo
SNALLOCATEDI#ORPORATEICOSTS 803 ooo ooo
34,676 001000 00i0oo
2,637 01ooo 0ooo
/ THERIINCOMELANDIEXPENSESIINET 449 0oo oo
/ PERATINGIPROFIT 2,986 0ooo 0mnoo
NTERESTCEXPENSE 370 ooa goo
%ARNINGSIBEFOREITAXES 2,616 01000 0ooo
INCOMEITAXIEXPENSE 791 0oa 0od
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Lockheed Martin Corporation

CONSOLIDATED BALANCE SHEET

December 31,

(In millions) 2005 oooo
ASSETS
#URRENTIASSETS
1 #ASHIANDICASHIEQUIVALENTS $ 2,244 anooea
1 3HORTITERMIINVESTMENTS 429 ooo
[ 2ECEIVABLES 4,579 aooa
[ )NVENTORIES 1,921 0ooo
[ $BEFERREDIINCOMEITAXES 861 ooo
[ /THERICURRENTLIASSETS 495 ooa
[ [ A4OTALICURRENTIASSETS 10,529 aooa
OROPERTYIIPLANTTANDIEQUIPMENTIINET 3,924 aooa
INVESTMENTSTINIEQUITYISECURITIES 196 ooo
= OODWILL 8,447 Qoo
OURCHASEDIINTANGIBLESTINET 560 ooa
OREPAIDIPENSIONIASSET 1,360 0o
/' THERIASSETS 2,728 Qoo
$27,744 0oomooo
LIABILITIES AND STOCKHOLDERS’ EQUITY
#URRENTILIABILITIES
1 TCCOUNTSIPAYABLE $ 1,998 amonooo
[ #USTOMERTADVANCESTANDIAMOUNTSIINIEXCESSIOFICOSTSIINCURRED 4,331 aooa
[ 3ALARIESTIBENEFITSIANDIPAYROLLITAXES 1,475 aona
1 #URRENTIMATURITIESIOFILONGLTERMIDEBT 202 00
[ /THERICURRENTILIABILITIES 1,422 aooa
[ [ AOTALICURRENTILIABILITIES 9,428 aooa
, ONGITERMIDEBT 4,784 aooa
T CCRUEDIPENSIONILIABILITIES 2,097 aona
/ THERIPOSTRETIREMENTIBENEFITLLIABILITIES 1,277 0opa
/THERILIABILITIES 2,291 aooa
3TOCKHOLDERSIIEQUITY
1 #OMMONISTOCKIIOOIPARIVALUETIPERISHARE 432 ooa
0 TDDITIONALIPAIDIINICAPITAL 1,724 0opa
[ 2ETAINEDIEARNINGS 7,278 aooa
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Lockheed Martin Corporation

CONSOLIDATED STATEMENT OF CASH FLOWS

Year Ended December 31,

(In millions) 2005 oooo oooo
OPERATING ACTIVITIES

- ETIEARNINGS $ 1,825 0igiono anoooo
T DJUSTMENTSITOIRECONCILEINETIEARNINGSITOINETICASHIPROVIDEDIBYIOPERATINGIACTIVITIES]

[ $BEPRECIATIONIANDIAMORTIZATION 555 ooo ooo
[ TMORTIZATIONIOFPURCHASEDIINTANGIBLES! 150 ooa ooa
[ $EFERREDIFEDERALIINCOMEITAXES 24 oo 0oa
1 #HANGESIINJOPERATINGIASSETSIANDILIABILITIES]

[ [ 2ECEIVABLES (390) 0ooo 1oooo
[ 1 )NVENTORIES (39) ooo 1ooo
0 [ TCCOUNTSIPAYABLE 239 ooo ooo
[ [ #USTOMERIADVANCESIANDIAMOUNTSIINIEXCESSIOFICOSTSIINCURRED 296 0oooo 1oooo
[ /THER 534 ooo 1ooo

[ 0T 1 _ETCASHIPROVIDEDIBYIOPERATINGIACTIVITIES
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Lockheed Martin Corporation

CONSOLIDATED STATEMENT OF STOCKHOLDERS’ EQUITY

TCCUMULATED #OMPREC
TDDITIONAL /THER 40TAL HENSIVE
#OMMON OAIDI)N 2ETAINED ~ #OMPREHENSIVE 3T0CKHOLDERS? )NCOME
(In millions, except per share data) 310CK #APITAL %ARNINGS ~ ,0SSI)NCOME ~ /THER %QUITY 0, 0SsI
**ALANCEIATISSECEMBERIOONIOOOD 000D DioiboC Ooiooo 000io0Oo ooooo - 0oomoco
- ETIEARNINGS O O aooo O O amooo 00iooo
#OMMONISTOCKIDIVIDENDSIDECLARED
[ [UDIOOIPERISHARED U | 1oooa | (| 0oooo U
2EPURCHASESIOFICOMMONLISTOCK 0ooo 00000 O O O 00000 O
3TOCKIBASEDIAWARDSIANDI%3/ OIACTIVITY i uoa Ul Ul ao uoa U
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Lockheed Martin Corporation

Inventories—)NVENTORIES] AREL STATEDI ATI THEZ LOWERT OFZ COSTZ OR!
ESTIMATEDINETI REALIZABLET VALUELL #0STST ONI LONGITERMI CONTRACTSI
ANDZPROGRAMSIINIPROGRESSIREPRESENTIRECOVERABLEICOSTSIINCURRED!
FORI PRODUCTIONI ORI CONTRACTISPECIFICT FACILITIESI ANDI EQUIPMENTT
ALLOCABLEIOPERATINGIOVERHEADIIADVANCESITOISUPPLIERSIANDIIINITHE!
CASEIOFICONTRACTSIWITHITHEISI3T ™ OVERNMENTIRESEARCHANDIDEVELD

OPMENTIANDIGENERALTANDIADMINISTRATIVEI EXPENSEST OURSUANTITOL
CONTRACTIPROVISIONSIAGENCIESIOFITHEI SI3I ™ OVERNMENTIANDICERC

TAINZ OTHERT CUSTOMERST HAVEL TITLEL TOT] ORT ATSECURITYT INTERESTL INT
INVENTORIEST RELATEDITOZ SUCHI CONTRACTST AST ATRESULT. OFT ADVANCEST
PERFORMANCEIBASEDI PAYMENTSC ANDZ PROGRESST PAYMENTSI 3UCH!
ADVANCES! ANDTPAY MENTSI ARELREFLECTEDC AST AN OFFSETI AGAINSTITHEL
RELATEDI INVENTORYT BALANCESI ™ ENERALI ANDI ADMINISTRATIVEL
EXPENSESRELATEDTTOICOMMERCIALIPRODUCTSIANDISERVICESIPROVIDED!
ESSENTIALLYD UNDERI COMMERCIALL TERMSI ANDI CONDITIONSI AREL
EXPENSEDZASIINCURREDI#OSTSIOFIOTHERIPRODUCTIANDISUPPLYLINVENT

TORIESIAREC PRINCIPALLYZ DETERMINEDZ BYITHELFIRSTCINI FIRSTOUTL OR!
AVERAGE[COSTIMETHODS!

Property, plant and equipment—OROPERTYII PLANTI ANDIEQUIPL
MENTAREICARRIEDT PRINCIPALLY ATICOSTI SSEPRECIATIONI ISTPROVIDED!
ONI PLANTI AND EQUIPMENT. GENERALLYTUSINGT ACCELERATED. METHODS!
DURINGLTHELFIRSTIHALFOFITHEIESTIMATEDIUSEFULILIVESIOF.THEIASSETS
THEREAFTERIISTRAIGHTCLINEIDEPRECIATIONIISIUSEDI1%STIMATEDZ USEFULL
LIVESIGENERALLY'RANGEJFROMIOOTOIOIYEARSIFORIBUILDINGSIANDIFIVEL
TOIOOIYEARSIFORZMACHINERYZANDIEQUIPMENTL

Investments in equity securities—)NVESTMENTSI INCEQUITYISECUD
RITIEST INCLUDE! THEL #ORPORATIONIST OWNERSHIPT INTERESTST INC AFFILID
ATEDICOMPANIESI THATL T2 DOEST NOTI CONTROLI WHICHI AREI ACCOUNTED!
FORZUNDERITHEJEQUITYIMETHODIOFJACCOUNTINGIISNDERITHISIMETHOD!
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Lockheed Martin Corporation

Restructuring activities—5NDERL EXISTINGI 51310 = OVERNMENT!
REGULATIONSI.CERTAINICOSTSIINCURREDIFORICONSOLIDATIONIORIRESTRUCE
TURINGCACTIVITIESITHATICANIBEZ DEMONSTRATEDI TOIRESULTL INISAVINGS!
INCEXCESSIOFTHEICOSTITONIMPLEMENTITHOSEZACTIONS.CAN.BEDEFERRED]
ANDI AMORTIZEDI FORI GOVERNMENTI CONTRACTINGI PURPOSESI AND!
INCLUDEDASALLOWABLEICOSTSINIFUTUREIPRICINGIOFTHE#ORPORATIONS!
PRODUCTSIANDCSERVICESIT)NCLUDEDI INJOTHERIASSETSIINITHEZCONSOLI
DATEDI BALANCEI SHEET. ATI SECEMBER] OO 00CCIANDI 000D0ISI 000!
MILLIONIANDIOOOIMILLIONZIRESPECTIVELYIOFDEFERREDICOSTSIRELATED!]
TOIVARIOUSICONSOLIDATIONZACTIONS!

Impairment of certain long-lived assets— = ENERALLYIITHEICARRYT
INGIVALUESIOFLONGILIVEDIASSETSIOTHERTTHANZGOODW I LLIAREZREV IEWED!
FOR IMPAIRMENTI IF1EVENTST ORT CHANGEST INI THEZ FACTS] ANDI CIRCUML
STANCESTINDICATEITHATITHEIRICARRY INGIVALUESI MAYINOT. BEIRECOVERC
ABLEII ¥ NYTIMPAIRMENT DETERMINEDI ISIRECORDED! INI THE[ CURRENT!
PERIODIANDI ISTMEASUREDI BYICOMPARINGL THEL FAIRTVALUEI BASEDIONI
ESTIMATEDIFUTUREICASHFLOWS. OF THEZRELATEDIASSETITOL ITSICARRY INGL
VALUE

Derivative financial instruments—4HE#ORPORATION.SOMETIMES!
USESIDERIVATIVEL FINANCIALL INSTRUMENTSITOI MANAGE ITSTEXPOSURE!
TOIFLUCTUATIONST INZFOREIGNIEXCHANGET RATESTANDL INTERESTI RATES!I
AHEL #0RPORATIONI DOESI NOTI HOLDJ ORT ISSUEL DERIVATIVEL FINANCIALL
INSTRUMENTS]FORI TRADINGL ORI SPECULATIVEI PURPOSESII SSERIVATIVES!
AREJRECORDED]ASLEITHERI OTHERI CURRENTIASSETS ORI LIABILITIESC INITHE
CONSOLIDATED! BALANCEL SHEETITANDI PERIODICALLYZ ADJUSTEDI TOT FAIR]
VALUEI 4HE CLASSIFICATIONI OF] GAINSI ANDI LOSSESI RESULTINGI FROM!
CHANGESI INITHEIFAIR] VALUEST OF[ DERIVATIVESI IS]DEPENDENTI ONI THE]
INTENDEDI USEI OFJTHEJ DERIVATIVEIANDI ITSIRESULTINGI DESIGNATIONL!
¥ DJUSTMENTSITOZREFLECTICHANGESIINIFAIRIVALUESIOFIDERIVATIVESITHATI
AREINQTI CONSIDEREDI HIGHLYL EFFECTIVEI HEDGESL AREIREFLECTEDI INI
EARNINGSLI ¥ DJUSTMENTS] TOJ REFLECTL CHANGESL INI FAIRD VALUEST OF.
DERIVATIVES[ THATI AREZ CONSIDEREDI HIGHLY( EFFECTIVEL HEDGESI ARE!
EITHERIREFLECTED! INIEARNINGSI ANDILARGELYI OFFSETIBYICORRESPONDI
INGIADJUSTMENTSIRELAC]
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
S$ECEMBERIOONIODOC

A4HEI#0RPORATIONLS] REPORTED. ANDI PROIFORMAZ EARNINGS PER!
SHARETINFORMATIONLFOLLOWS!

(In millions, except per share data) 2005 0ooo 0ooo

NET EARNINGS

T SIREPORTED $1,825 00000 0OOOOO
&AIRIVALUEIBASEDICOMPENSATIONICOSTI

1 NETIOFITAXES

&AIRIVALUETIBASEDIIPROZFORMALL

1 COMPENSATIONIEXPENSE (56) 1ooo 1000
JNCEPTIONCTOIDATEZADJUSTMENT (33) t O
1 [ OROIFORMAINETIEARNINGS $1,736 00000 07 DOO
EARNINGS PER BASIC SHARE

T SIREPORTED $ 415 1000 0O00OO0
&AIRIVALUEIBASEDIIPROIFORMATL

1 COMPENSATIONIEXPENSE (0.12)  0OOOOD  OO0OCOO
INCEPTIONCTOIDATEIADJUSTMENT (0.08) O O
1 [ OROIFORMA $ 395 [OI000 OIOIoO0
EARNINGS PER DILUTED SHARE

¥ SIREPORTED $ 410 D000 0O0OOO
&AIRIVALUEIBASEDIIPROIFORMATL

1 COMPENSATIONIEXPENSE (0.12)  COOIOO0D  OO0CCO
)NCEPTIONCTOIDATEZADJUSTMENT (0.08) t O
1 [ OROIFORMA $ 390 01000 OO0

AHEIFAIRIVALUELFORITHESEIOPTIONSIWASIESTIMATEDIATITHEI DATE!
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RELATEDCTOI ATCOVENANTINOTITOI COMPETEL THATI WILLI BEL AMORTIZED!
OVERIFIVEIYEARSIIANTINTANGIBLEIASSETIOFZAPPROXIMATELYIOCCIMILD

LIONIRELATEDITOI CONTRACTSI ANDI CUSTOMERIRELATIONSHIPSTACQUIRED!
THATI WILLD BET AMORTIZED? QVERT SEVENT YEARSI ANDI GOODWILLT OFT
APPROXIMATELYIDOOOIMILLIONIWHICHC ISINEITHERCAMORTIZABLEINOR!
TAX[ DEDUCTIBLET 4HEL DIVESTITUREL OF1THEI #O0RPORATIONISI COMMER?

CIALT)4 BUSINESSIRESULTEDINIAIGAINIINETIOFISTATENINCOMEITAXESIIOF]
OOOIMILLIONIWHICHIWASIRECORDEDLINIOTHERIINCOMEIANDIEXPENSES!]
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NOTE 4—RECEIVABLES

(In millions) 2005 0ooo
51311 ™ OVERNMENT
7 TMOUNTSIBILLED $1,364 00000

1 SNBILLEDICOSTSIANDIACCRUEDIPROFITS
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NOTE 7—INVESTMENTS IN EQUITY SECURITIES

(In millions) 2005 0ooo

%QUITYIMETHODINVESTMENTSICOWNERSHIPZINTEREST.
1 ATI$SECEMBERICONIOOOOM]

1 [ )NTELSATL, D] $ — 0ooo
1 1 /THER 41 oo
41 0oo

/THERTINVESTMENTSIJOWNERSHIPZINTEREST
1 ATISECEMBERICONIOOOOM]

1T INMARSATIPLCIIOIOOD 146 oo
1 [ Z/THER 9 0
155 oo
$196 0ooo

/THERCEQUITYZ METHODL INVESTMENTS] INCLUDET SNITEDT 3PACE!
TLLIANCELL , , #1000 07 OWNERSHIPI INTERESTLI ANDZ OTHER] SMALLER!
JOINTOVENTURESINIWHICHITHEIAORPORATIONIPARTICIPATES!]

INIOODOIT)NMARSATIGENTURESE , TDITWASIACQUIREDIBYIAICONL
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NOTE 8—DEBT

AHET#0RPORATIONSILONGITERMIDEBTI ISTPRIMARILYT INITHEIFORMI OF!
PUBLICLYI ISSUEDIT FIXEDIRATETANDL VARIABLEIRATEINOTES] ANDI DEBENT
TUREST/ASIFOLLOWS!

(In millions) )NTERESTIRATE 2005 0ooo
- OTESIDUELOOIOOIDODD Jomoo $ — 0 OO0
- OTESIDUEIDIDONCOOD oioo 193 0oo
—EDIUMI4ERMI . OTESIDUEIDCODM 0l0OnCI00 41 oo
- OTESIDUEIDIOO0DOOD 0ioo 103 uoo
- OTESIDUECOONOCIODOD 0ioo 246 0oo
SEBENTURESIDUEIDIOOIOOCD 0iooo 150 0oo
SEBENTURESIDUEIDN 0000000 0mmo 600 0oo
SEBENTURESIDUELDICOIOOO0 0iooo 100 0oo
SEBENTURESIDUE.CICCCIOOOO gio 200 uoo
- OTESIDUEIDIOOIDO0D 0iooo 216 uoo
SEBENTURESIDUEICICCIOOOO 0iooo 150 0oo
SEBENTURESIDUEI0I00I0000 0mo 423 0oo
SEBENTURESIDUEICDIO0I0000 0o 1,250 00000
#ONVERTIBLEISSEBENTUREST]
I DUEIOIOOIODOO ,)'"/2000000 1,000 00000
SBEBENTURESIDUE.CIOOIOOOO 0ioo 300 uoo
/THER 14 oo
4,986  0IO0O
, ESSICURRENTIMATURITIES 202 oo

$4,784 00000

INITHECFOURTH.QUARTERIOFIO O OOCITHE A ORPORATION.REPURCHASEDI
OOOIMILLIONIOFIOUTSTANDINGILONGOTERMIDEBTIINZTHEIOPENIMARKET!
A4HEICHARGEIASSOCIATEDIWITHITHOSELREPURCHASESIWASINOTIMATERIALL
TOITHELAORPORATIONISIRESULTSIOFZOPERATIONSIORZFINANCIALZPOSITIONL

INITHEIFOURTHIQUARTERIOFI OO OOX THEI#ORPORATIONICOMPLETEDI
TENDER” OFFERSITOZ PURCHASEL FORI CASHI DOOOIMILLIONT INC PRINCIPALL
AMOUNTIOFITSIOUTSTANDINGI LI CIINOTESIDUET*UNEI DO OO OOIANDE
0000 MILLIONT INI PRINCIPALT AMOUNTE OFT ITST 0100 [T NOTEST DUET
S$ECEMBERICT 0000 4HEI#ORPORATIONIRECORDEDT AICHARGEIINETIOF]
STATEIINCOMETAXIBENEFITSIITOTALINGOOOCIMILLIONIINOTHERIINCOMEL
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S$ECEMBERIOONIODOC

JNOOOOITHE#ORPORATIONICOMPLETEDITHELPURCHASELOFZAITOTALL
PRINCIPALT AMOUNTI OFZ 00107 BILLION OFI NOTEST ANDI DEBENTURESI
THROUGHIAICOMBINATIONIOFITENDERIOFFERSIIREDEMPTIONIOFLCALLABLE]
DEBENTURES] ANDI REPURCHASEST INI THED OPENI MARKETIL 4HE!
#ORPORATIONIRECORDEDICHARGESINETIOFISTATELINCOMEITAXIBENEFITSI]
TOTALINGIOOOOIMILLIONT INIOTHERTINCOMEIANDIEXPENSESIRELATEDITO!
THESECTRANSACTIONSI] 4HEL CHARGESIREDUCEDZ UOCIINETIEARNINGSIBYL
OOOIMILLIONIDD DIOCCPERISHARELL

AHEREGISTEREDIHOLDERSIOFIIOOIMILLIONIOF JOCYEARIDEBENL
TURESTISSUEDIINIOOUOIMAYIELECTIIBETWEENT —ARCHIOJANDT ¥ PRILITT
UOOOTTOTHAVELI THEIRI DEBENTURESIREPAIDI BYI THEI #ORPORATIONI ON!
—AYIONO0oO

1T SECEMBERI OO OOCOIITHES #ORPORATIONI HADL INI PLACEZ Al
UOIOIBILLIONIREVOLVINGLCREDITIFACILITYIWHICHIEXPIRESIINZULYIDCCOM
AHERETWERETNOT BORROWINGSI OUTSTANDINGI UNDERITHEL FACILITYT AT!
S$ECEMBERI 00T 0000 *"ORROWINGST UNDERI THEL CREDITIFACILITYT
WOULDIBEIUNSECUREDZ ANDI BEAR INTERESTC ATIRATES. BASEDI AT THEL
#ORPORATIONZSCOPTIONIIONITHE%URODOLLARRATEIORIATBANKIDEFINED!
""ASEL 2ATET %ACH BANKIS OBLIGATIONZ TOI MAKET LOANSTUNDERI THEL
CREDITI FACILITYL ISI SUBJECTC TOII AMONGL OTHERL THINGSIL THEL
#ORPORATIONISICOMPLIANCEIWITHIVARIOUSIREPRESENTATIONSII WARI
RANTIESIANDICOVENANTSIZINCLUDINGICOVENANTSILIMITINGITHEABILD
ITYD OFI THED #0RPORATIONT ANDT CERTAINC OFI ITSI SUBSIDIARIEST 101
ENCUMBERI ASSETSI ANDZ AT COVENANTINOTI TOL EXCEED ATMAXIMUMI
LEVERAGEIRATIOL

AHE#ORPORATIONSISCHEDULEDILONGITERMIDEBTIMATURITIESIFOR!
THEZFIVEIYEARSIFOLLOWINGISSECEMBERIOTI OOOOIARELIDOOOIMILLIONT
INIDOODTOOOIMILLIONTINIODOOIOOOOIMILLIONZINICODCIODO0IMILD
LIONZINIOOODDOOIMILLIONZINICOOO ANDIODICOOIMILLIONITHEREAFTERI

AHEIESTIMATEDI FAIRT VALUES] OFZ THE]#ORPORATIONISILONGITERM!
DEBTI INSTRUMENTSI AT] $SECEMBER! 0011 000C0 AGGREGATED APPROXIT
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¥ SIPARTIOFITHEISHAREIREPURCHASE]PROGRAMIITHEI#ORPORATIONL
MAYIFROMITIMEZTOLTIMEIENTERT INTOISTRUCTURE DI SHAREZREPURCHASE!
TRANSACTIONSIWITHIFINANCIALZINSTITUTIONSTZ4 HESEIAGREEMENTSIGENT
ERALLYJREQUIRET ANT UPZFRONTI CASHL PAYMENTI INI EXCHANGEL FORITHET
RIGHTLTOCRECEIVEISHARESIOF! , OCKHEEDI — ARTINLSICOMMONISTOCKIOR!
CASHI ATITHEL EXPIRATION OFL THEL AGREEMENTLI DEPENDENTI UPONITHE!
CLOSINGL PRICEZ OFI THEI COMMONI STOCKT ATOTHEL MATURITYT DATEL 4 HEL
#ORPORATIONIENTEREDIINTOISEVERALISUCHITRANSACTIONSIDURINGIOOCCE
WHICHIINITHEIAGGREGATELIREQUIREDIUPLFRONTICASHIPAY MENTSTTOTALI
INGI DOOCIMILLIONII **ASEDI ONITHEI CLOSINGL PRICEI OFZ ITSTCOMMON!I
STOCKIONITHEI MATURITYT DATEST OF THEL AGREEMENTSI] CERTAINI OFZ THE!
TRANSACTIONSZRESULTEDI INITHEC#ORPORATIONIREPURCHASINGI LI MILD
LIONISHARESZ OFI COMMONZ STOCKI ATZ AITOTALL COSTIOFZ DOOOI MILLIONT
AHESETAMOUNTSI ARETINCLUDEDI INITHEITOTALL SHAREIREPURCHASEZFIGT
UREST INCLUDED! INI THET PREVIOUST PARAGRAPHII 4HEL #0RPORATION!
RECEIVED! TSI UPIFRONTI CASHI PAYMENTI PLUST AT PREM IUMI FORT THEL
REMAININGITRANSACTIONSITHATIDIDINOTIRESULTIINITHEIREPURCHASEIOF!
SHARESLT 4HERE[ WERED NOI SUCHL TRANSACTIONST OUTSTANDINGI AT
S$ECEMBERIDIIO000ON

NOTE 12—STOCK-BASED COMPENSATION
NI ¥ PRILIOOOOITHEISTOCKHOLDERS_APPROVEDITHE! , OCKHEEDI—ARTINI
T MENDEDIANDI 2ESTATEDC 0OOOT)NCENTIVEL OERFORMANCEL ¥ WARDL
OLANCITHEL ®WARDI OLANIII SNDERITHEL ¥ WARDI OLANITIEMPLOYEESIOF!
THE[#ORPORATIONIMAYIBE[GRANTEDISTOCKIBASEEELTATE
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4HE] TWARDI OLANI ANDITHEL S IRECTORS. OLANTZ AST WELLI ASITHEL
NUMBERTOF] SHARES OFT , OCKHEEDZ —ARTIN. COMMON STOCKT AUTHOT
RIZEDIFORT ISSUANCET UNDERI THESET PLANST HAVEI BEENI APPROVEDL BYT
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2ETIREE] —EDICAL

SBEFINEDI*"ENEFIT ANDI, IFETI
OENSIONIOLANS JNSURANCEIOLANS
(In millions) 2005 0ooo 2005 0ooo

CHANGE IN PLAN ASSETS

SAIRIVALUEIOFIPLANZASSETST

1 ATIBEGINNINGIOFIYEAR $22,139 000000 $ 1,480 0101000
T CTUALIRETURNIONCI

1 PLANZASSETS 1,570 0ooo 125 0oo
"*ENEFITSIPAID (1,331) 0000000 (369) 1oboo
#ORPORATIONZSI

1 CONTRIBUTIONS 1,054 uoo 181 ooo
OARTICIPANTSIICONTRIBUTIONS — U 104 ogd
SAIRIVALUEIOFIPLANZASSETSI

1 ATCENDIOFIYEAR $23,432 0000000 $ 1,521 (0101000
SNFUNDEDISTATUSIOFL

1 THEIPLANS $(4,989) [IOOOOC $(1,995) OmOIOOO0
SNRECOGNIZEDINETI

1 ACTUARIALILOSSES 6,616 0iooo 882 0Iooo
SNRECOGNIZEDIPRIOR!I

1 SERVICELCOST 492 uoo (164) ooo

- ETTAMOUNTIRECOGNIZED $ 2,119 000000 $(1,277) ODOI0OOC

AMOUNTS RECOGNIZED IN
THE CONSOLIDATED

BALANCE SHEET
OREPAIDIASSETS $ 1360 OIOoooD ¢ 9— O O
TCCRUEDILIABILITIES (2,097) OoOOC  (,277) 0000000
INTANGIBLETASSET 476 0oo — O
T CCUMULATEDIOTHERID

1 COMPREHENSIVEILOSST
1 RELATEDITOIMINIMUMII
1 PENSIONILIABILITY 2,380 0iooo — O

- ETTAMOUNTIRECOGNIZED $ 2,119 000000 $(1,277) ODOI0OOC

4HET PROJECTEDI BENEFIT! OBLIGATIONSI [0"* /10 FORI THEI
#ORPORATIONZS] MOREI SIGNIFICANTI DEFINEDI BENEFITI PENSIONI PLANS]
EXCEEDEDL THEL FAIR VALUEZ OF THEL PLANSCI ASSETS. ATl SSECEMBER! LTI
UDOOIANDIOOOOOASIREFLECTEDIINITHELTABLEIABOVET

1T1BOTHI $SECEMBER] I DOCOIANDI OOOCI THEI#ORPORATIONS!
CONSOLIDATEDI BALANCEL SHEET! INCLUDEDL PRETAXT ADDITIONALI MINID
MUMIPENSIONILIABILITIESIOF.COICCBILLIONIRELATEDITOI CERTAINIOFITS]
DEFINEDIBENEFITIPENSIONIPLANSIZAHISILIABILITYCISICALCULATEDIONCA
PLANIBYIPLANIBASISITANDI ISIREQUIREDI IFLTHETACCUMULATEDC BENEFIT!
OBLIGATIONZD X ** /TIOFITHEIPLANZEXCEEDSITHECFAIRVALUEIOFITHEPLANT
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
S$ECEMBERIOONIODOC

NOTE 14—LEASES
A0TALIRENTALIEXPENSEIUNDERIOPERATINGILEASESIWASIOCCOIMILLIONT
00007 MILLIONT ANDI 0BT MILLIONI FORT DOODM 0ODOI ANDI DODOT
RESPECTIVELY!

&UTUREI MINIMUMI LEASEL COMMITMENTST ATZ $SECEMBER! OO
UODOIFORT ALLT OPERATINGL LEASESI THATI HAVET ALREMAININGI TERMI OF!
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/NI*UNEI OO D000 , OCKHEEDD —ARTINIFILEDIALCIVILICOME
PLAINTI INI THED SNITEDD 3TATEST $ISTRICT. #0URTI FORT THET — IDDLEL
SPISTRICTI OF] &LORIDAL INI / RLANDOT AGAINST. 4HET * *OEINGI #0MPANY!
[**OEINGIJ ANDI VARIOUST INDIVIDUALSTT /NI —AY(D OO0 DOODO THED
#ORPORATIONI FILEDI AN AMENDEDI ANDZ SUPPLEMENTALI COMPLAINTI
WHICHIPRESENTLYALLEGESITHATITHEL DEFENDANTSISOLICITEDIIACQUIRED!
ANDIUSEDI , OCKHEEDI —ARTINZSI PROPRIETARYZ INFORMATIONI DURING!
THEICOMPETITIONIFORJAWARDSIUNDERITHEL S ¥ IRI&ORCEISI%VOLVED]
%XPENDABLE] , AUNCHI 6EHICLEZ 1%% , 6 PROGRAMS. ANDZ OTHERSL INC
VIOLATIONIOF&EDERALIANDISTATEILAWSIL/Z NI X UGUSTICIDOOOT "OEING]
FILEDJAI SIXICOUNTICOUNTERCLAIMII 4HEI COUNTERCLAIMI ALLEGESI TORT
TIOUSIINTERFERENCEIWITHIBUSINESSIANDCONTRACTIIUNFAIRZANDIDECEPT
TIVECTRADEZ PRACTICES. UNDER &LORIDAC LAWII ANDIFALSEC ADVERTISING!
UNDERITHET , ANHAMI ¥ CTIIBASEDI ONITHEI#ORPORATIONISIPURPORTED]
DISCLOSURETOTTHEISI3 ¥ IRI&ORCEIANDITHEIGOVERNMENTIOFT* *OEINGIS!
POSSESSIONI ANDIUSEZOF] , OCKHEEDT — ARTINISI DOCUMENTSI INITHEL
%% , 6IANDIOTHERICOMPETITIONSIT)N.CONNECTIONIWITHITHEZPROPOSED!
FORMATIONIOFI SNITEDT , AUNCHI ¥ LLIANCEZOSEET - OTEL OIII **OEINGI
ANDI , OCKHEEDT —ARTINIHAVEL AGREEDTI SIMULTANEOUST WITHI THET
CLOSINGLOFITHEITRANSACTIONIITHATITHEYIWILLZIMMEDIATELYIDISMISST
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sl

sl

Space Systems—%NGAGED! INITHEI DESIGNIRESEARCHII DEVELI
OPMENTIIENGINEERINGTANDIPRODUCTIONZOFISATELLITESTISTRATEGICI
ANDI DEFENSIVETMISSILETSYSTEMSIANDILAUNCHI SERVICEST 4HE!
SATELLITEIPRODUCTILINEZINCLUDESIBOTHIGOVERNMENTZANDICOMI
MERCIALISATELLITEST] 3TRATEGICL I BEFENSIVE] — ISSILEI3YSTEMS!
INCLUDEZ AIRBORNEL ANDI MISSILET DEFENSET TECHNOLOGIEST AND!
FLEETIBALLISTICIMISSILESI , AUNCHL 3ERVICEST INCLUDELLAUNCHES!
ONC T TLASII OROTONLCZ ANDLC 41TANZ LAUNCHL VEHICLESIY ANDL ALSOL
INCLUDETHEZ3PACEI3HUTTLEISIEXTERNALITANK

Integrated Systems & Solutions—%NGAGED! INITHEIDESIGNL]
RESEARCHI DEVELOPMENTII INTEGRATIONI ANDI MANAGEMENTL OF]
NETICENTRICT SOLUTIONST SUPPORTINGT THET COMMANDII CONTROLI
COMMUNICATIONS[I COMPUTERST INTELLIGENCEI SURVEILLANCEL
ANDI RECONNAISSANCE! [#00)32001 ACTIVITIEST OF1 THEL 5131
SBEPARTMENTI OFT SEFENSE] [0S INTELLIGENCE? AGENCIES(!
OTHERIFEDERALTAGENCIESTANDIALLIEDICOUNTRIESIT) 3 (1 3IPROVIDESI
TECHNOLOGY(IFULLCLIFEOCYCLEI SUPPORTIANDIHIGHLYISPECIALIZED]
TALENTC INITHEC AREAST OF SOFTWARET ANDT SYSTEMSIENGINEERINGII
INCLUDINGT EXPERTISEL INJ SPACEI AIRT ANDT GROUND!I SYSTEMS[T
)31 30SERVESIASITHEL #0RPORATIONZSIFOCALIPOINTIFORI CUSTOMI
ERST WITHZ JOINTI ANDZ NETICENTRICT OPERATIONST REQUIRINGT OVER]
ARCHINGT ARCHITECTUREST] HORIZONTALL SYSTEMSI INTEGRATIONII
SOFTWARET DEVELOPMENTL]ANDT INTERICONNECTEDI CAPABILITIES]
FORITHEIGATHERINGIPROCESSINGLI STORAGE]ANDIDELIVERYIOFIONT
DEMANDI INFORMATIONI FORT M ISSIONI MANAGEMENT!I MODELING!
ANDL SIMULATIONIT ANDILARGESCALET SYSTEMST INTEGRATIONII )N
THATIROLET) 3 [0 3IOPERATESITHEAENTERIFORT) NNOVATIONTIATSTATED
OFCTHEDARTIFACILITYIFORIMODELINGIANDISIMULATIONI

Information & Technology Services—Y%NGAGED! INIAIWIDE!
ARRAYTOFIINFORMATIONITECHNOLOG Y1) 41117) ATRELATEDITANDIOTHER!
TECHNOLOGYISERVICESITOIFEDERALIAGENCIESTANDIOTHERICUSTOMI
ERSIT— AJORIPRODUCTLLINESIINCLUDETN) 4TINTEGRATIONIANDIMANI
AGEMENTIENTERPRISEI SOLUTIONSTZ APPLICATIONI DEVELOPMENTI!]
MAINTENANCEII ANDI CONSULTINGT FORI STRATEGICT PROGRAMST FOR!
THEL $0$7 ANDI CIVILT GOVERNMENTC AGENCIESTT AIRCRAFTI] ANDI
ENGINEI MAINTENANCET ANDI MODIFICATIONI SERVICESII MANAGED
MENTT OPERATIONII MAINTENANCET TRAININGANDILOGISTICSI SUPT
PORTIFORIM ILITARYZZHOMELANDISECURITYIANDICIVILIANISYSTEMSTE
LAUNCHZIMISSIONIANDCANALYSISISERVICESTFORTMILITARYZI CLASSIT
FIEDIANDICOMMERCIALI SATELLITESIENGINEERINGII SCIENCEI AND!
INFORMATIONI SERVICEST FORT THET - ATIONALL ¥ ERONAUTICST AND!I
3PACEI ¥ DMINISTRATIONTI . ¥ 3 ¥[TTANDIRESEARCHIIDEVELOPMENTI
ENGINEERINGI ANDI SCIENCET INT SUPPORTI OFT NUCLEART WEAPONST
STEWARDSHIPIANDINAVALIREACTORIPROGRAMS]
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Selected Financial Data by Business Segment

(In millions) 2005 0ooo 0ooo
NET SALES

TERONAUTICS $11,672 000000 O0O0OCO
%LECTRONICI3YSTEMS 10,580 0iooo 0iooo
3PACEI3YSTEMS 6,820 0iooo 0iooo




Selected Financial Data by Business Segment (continued)

(In millions) 2005 0ooo 0ooo

DEPRECIATION AND AMORTIZATION
OF PROPERTY, PLANT AND

EQUIPMENT
TERONAUTICS $ 130 00 000 OO OO
%LECTRONICI3YSTEMS 182 0oo 0oo
3PACEI3YSTEMS 134 ooo ooo
JNTEGRATEDI3YSTEMS.LII30LUTIONS 44 oo oo
JNFORMATIONICJZ4ECHNOLOGYZ3ERVICES 14 oo ad
1 A0TALIBUSINESSISEGMENTS 504 ooo ooo
#ORPORATEIACTIVITIES 51 oo od

$ 555 [0 OO0 OO OO0

AMORTIZATION OF PURCHASED
INTANGIBLES

TERONAUTICS $ 50 00 OO0 OO OO
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Net Sales by Customer Category
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Notes to Five Year Summary

(a) Includes the effects of items not considered in senior management’s assessment of the operating performance of the Corporation’s business segments (see the section, “Results
of Operations” in Management’s Discussion and Analysis of Financial Condition and Results of Operations (MD&A)) which, on a combined basis, increased earnings from
continuing operations before income taxes by $173 million, $113 million after tax ($0.25 per share).

(b) Includes the effects of items not considered in senior management’s assessment of the operating performance of the Corporation’s business segments (see the section, “Results
of Operations” in MD&A) which, on a combined basis, decreased earnings from continuing operations before income taxes by $215 million, $154 million after tax ($0.34 per
share). Also includes a reduction in income tax expense resulting from the closure of an Internal Revenue Service examination of $144 million ($0.32 per share). These items
reduced earnings by $10 million after tax ($0.02 per share).

(c) Includes the effects of items not considered in senior management’s assessment of the operating performance of the Corporation’s business segments (see the section,
“Results of Operations” in MD&A) which, on a combined basis, decreased earnings from continuing operations before income taxes by $153 million, $102 million after tax
($0.22 per share).

(d) Includes the effects of items not considered in senior management’s assessment of the operating performance of the Corporation’s business segments which, on a combined
basis, decreased earnings from continuing operations before income taxes by $1,112 million, $632 million after tax ($1.40 per share). In 2002, the Corporation adopted
FAS 142 which prohibits the amortization of goodwill.

(e) Includes the effects of items not considered in senior management’s assessment of the operating performance of the Corporation’s business segments which, on a combined
basis, decreased earnings from continuing operations before income taxes by $973 million, $651 million after tax ($1.50 per share). Also includes a gain from the disposal of a
business and charges for the Corporation’s exit from its global telecommunications services business which is included in discontinued operations and which, on a combined
basis, increased the net loss by $1 billion ($2.38 per share).

(f) The Corporation defines return on invested capital (ROIC) as net income plus after-tax interest expense divided by average invested capital (stockholders’ equity plus debt),
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% #'hOETEVL ¥ LDRIDGEI™*R]
Former Under Secretary of Defense
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Chairman, President &

Chief Executive Officer

The Black & Decker Corporation

—ARCUS#1* "ENNETT

Retired Executive Vice President
and Chief Financial Officer
Lockheed Martin Corporation
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4HIS] ¥ NNUALL 2EPORTI CONTAINSI STATEMENTSI WHICHIITOI THET EXTENTI THATL THEYT AREZ NOTIRECITATIONSI OFTHISTORICALL FACTII CONSTITUTED
FORWARDILOOKINGI STATEMENTSI WITHINI THET MEANINGL OF] THEL FEDERALL SECURITIESI LAWST 4HET WORDS hBELIEVEIVI hESTIMATEVI hANTICIPATEVL
hPROJECTIVININTENDVINEXPECTIVINPLANIVINOUTLOOK VIhFORECASTVANDISI M ILARIEXPRESSIONSAREZINTENDEDITOZIDENTIFYZFORWARDILOOK INGISTATED
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