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Facing Page: Robert J. Stevens, Chairman, President and Chief Executive Officer

Dear Fellow Stockholders,

The solid execution of our business strategy in 2005 has yielded the strong financial results 

our stockholders expect from Lockheed Martin. We have in place a comprehensive strategy 

of disciplined growth as well as a culture of operational excellence, the ability to flex with 

dynamic market conditions and a leadership team that is focused squarely on making 

Lockheed Martin the preeminent global security enterprise.

In 2005, we achieved sales of $37.2 billion, a five per-

cent increase over the previous year. Significantly, we 

can report earnings per share (EPS) of $4.10. In fact, 

our EPS has grown at a double-digit rate over the past 

four years. We also generated $3.2 billion in operating 
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successfully leveraged the Systems and IT expertise 

resident across the enterprise to offer the New York 
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    In 2005, we also announced a joint venture with 

The Boeing Company to combine our respective pro-

duction and launch operations associated with U.S. gov-

ernment launches. Structured as a 50-50 joint venture, 

the United Launch Alliance will provide our national 

security and NASA launch customers with assured 

access to space at a lower cost to the taxpayers. Recog

nizing budgetary pressures and the need for greater 

efficiencies, the United Launch Alliance will eliminate 

duplicate infrastructure and enhance reliability. As of 

this writing, we are awaiting government approval of 

the joint venture.

  



F-35 Simulator:  
The Virtual Battlespace.

Partners in  
Homeland Security.



Backed by a nationwide network of our best labs and brightest minds, the Center for Innovation is a beacon for inventive 
thinking and cutting-edge technology.

Powered by Innovation
The men and women of Lockheed Martin are driven by a passion for invention in 

both technology and business. In April 2005, we opened the Center for Innovation, an advanced 

laboratory dedicated to experimentation, information integration and analysis. At the Center 

for Innovation, we are collaborating with our customers in testing potential solutions in a fully 

net-centric environment in order to address today’s critical defense and homeland security challenges.

» » »  
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In a significant domestic security initiative, the New York Metropolitan Transit Authority selected Lockheed Martin to design 
and build its infrastructure protection system.

»»
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The High Ground:  
The Mobile User Objective System (MUOS) 

satellite will transmit vital data to  
mobile forces worldwide.

London Police:  
Utilizing networks to protect the public.

Sniper XR: Providing pilots with the most  
capable and maintainable targeting system  

in the world.

»»
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Mission Success: Patriot Advanced Capability-3 (PAC-3) missile defense test at White Sands Missile Range.

Global Security
The new and emerging threats to the security of the United States and our allies 

require a global security enterprise that understands how to respond and operate in a net-centric 

battlespace. As a dynamic systems integrator, Lockheed Martin delivers networked systems that link 

assets on land, at sea, in the air and in space. In an uncertain world, our goal is to provide the 

capabilities that can deter conflict or prevail in victory when called upon.

» » »
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In partnership with the USO,  
Lockheed Martin employees prepare  
much appreciated care packages for  

our troops overseas.

We bring our skills back to the communities in which we live and work through mentoring and other 
educational initiatives. We support local math, science, engineering and computer sciences programs  

from elementary education through the university level with grants. 



Lockheed Martin employees pitched in with their time and their money to help those communities affected by the tsunami as 
well as hurricanes Katrina and Rita. These employee volunteers made a difference in the aftermath of hurricane Katrina. 

Guided by Integrity
At Lockheed Martin we are motivated by a commitment to ethical business conduct 

and superlative corporate governance at every level of the organization. There also is a steadfast 

belief at Lockheed Martin that we are a company of 135,000 individuals working to build a better 

world through support for education, our communities, and our military men and women. Whether 

partnering with the USO or assisting those in need after natural disasters, Lockheed Martin people 

respond with generosity and compassion.

» » »
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Lockheed Martin’s Business
,OCKHEED�-ARTIN�#ORPORATION�PRINCIPALLY�RESEARCHES��DESIGNS��DEVELOPS�� MANUFACTURES�� INTEGRATES�� OPERATES� AND� SUSTAINS�ADVANCED� TECHNOLOGY� SYSTEMS�� PRODUCTS� AND� SERVICES�� 7E�MAINLY�SERVE�CUSTOMERS�IN�DOMESTIC�AND�INTERNATIONAL�DEFENSE��CIVIL�AGENCIES��AND�HOMELAND�SECURITY��/UR�SALES�TO�AGENCIES�OF�
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ESTIMATED�TO�INCREASE�FROM�����BILLION�IN������TO������BILLION�
IN� ������ 2ESEARCH�� $EVELOPMENT�� 4EST� AND� %NGINEERING�
�2$4�%	�SPENDING�WILL�REMAIN�ROUGHLY�THE�SAME�DURING�THIS�
PERIOD�� RANGING� FROM� ���� BILLION� IN� ����� TO� ���� BILLION� IN�
������DECLINING�THEN�TO�����BILLION�IN������

7HILE�SUBJECT�TO�CHANGE�IN�FUTURE�SPECIFIC�BUDGET�SUBMIS

SIONS� AND� ANNUAL� APPROPRIATION�BY�#ONGRESS�� THESE� ESTIMATES�
CONTINUE�THE�!DMINISTRATION�S�LONG�STATED�INTENT�TO�MODERNIZE�
THE�!RMED�&ORCES�WHILE�PROSECUTING�THE�WAR�ON�TERRORISM��4HE�
DIFFERING� TRENDS� IN�0ROCUREMENT� AND�2$4�%�BUDGETS� REFLECT�
THE�MATURATION�OF� PROGRAMS� EMERGING� FROM�2$4�%� FUNDING�
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&OR� EXAMPLE�� ALTHOUGH� INDEMNIFICATION� BY� THE� 5�3��
'OVERNMENT�TO�COVER�POTENTIAL�CLAIMS�OR�LIABILITIES�RESULTING�FROM�A�
FAILURE�OF�TECHNOLOGIES�DEVELOPED�AND�DEPLOYED�MAY�BE�AVAILABLE�
IN�SOME�INSTANCES�FOR�OUR�DEFENSE�BUSINESSES��5�3��'OVERNMENT�
INDEMNIFICATION�MAY�NOT� BE� AVAILABLE� FOR� HOMELAND� SECURITY�
PURPOSES�� 7HILE� WE� MAINTAIN� INSURANCE� FOR� SOME� BUSINESS�
RISKS��IT�IS�NOT�POSSIBLE�TO�OBTAIN�COVERAGE�TO�PROTECT�AGAINST�ALL�
OPERATIONAL� RISKS� AND� LIABILITIES��7E�DO� PLAN� TO� SEEK�� AND� IN�
CERTAIN�CASES�HAVE�OBTAINED��LIMITATION�OF�SUCH�POTENTIAL�LIABIL

ITIES�RELATED�TO�THE�SALE�AND�USE�OF�OUR�HOMELAND�SECURITY�PROD

UCTS�AND�SERVICES� THROUGH�QUALIFICATION�BY�THE�$EPARTMENT�OF�
(OMELAND�3ECURITY� UNDER� THE� h3!&%49�!CTv� PROVISIONS� OF�
THE�(OMELAND�3ECURITY�!CT�OF������� )N� THE�EVENT�WE�WERE� TO�
PROVIDE�HOMELAND� SECURITY
RELATED�PRODUCTS� AND� SERVICES� TO� A�
CUSTOMER�WITHOUT�SUCH�QUALIFICATION��WE�WOULD�NOT�BE�AFFORDED�
THE�BENEFIT�OF� THE�3!&%49�!CT�S�CAP�ON�TORT� LIABILITY�OR�5�3��
'OVERNMENT� INDEMNIFICATION�� )N� ADDITION�� OUR� INFORMATION�
TECHNOLOGY�PRODUCTS�AND�SERVICES�RELATED�TO�(OMELAND�3ECURITY�
MAY� RAISE� POTENTIAL� LIABILITIES� ASSOCIATED�WITH� PRIVACY� ISSUES�
FOR�WHICH�NEITHER�INDEMNIFICATION�NOR�3!&%49�!CT�COVERAGE�
IS�AVAILABLE��/THER�RISKS�UNIQUE�TO�CIVIL�GOVERNMENT�PROGRAMS�
MAY� INCLUDE�DEVELOPMENT�OF�COMPETING�PRODUCTS�� TECHNOLOGI

CAL�FEASIBILITY�AND�PRODUCT�OBSOLESCENCE�

7E�HAVE� CONTINUED� TO� EXPAND�OUR� CAPABILITIES� IN� CRITICAL�
INTELLIGENCE�� KNOWLEDGE� MANAGEMENT� AND� %
'OVERNMENT�
SOLUTIONS� FOR� OUR� CUSTOMERS�� INCLUDING� THE� 3OCIAL� 3ECURITY�
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4HE�5�3��'OVERNMENT�HAS�BEEN�AWARDING�LAUNCH�MISSIONS�
INCREMENTALLY�AS�IT�CONTINUES�TO�DEVELOP�ITS�ACQUISITION�STRATEGY�FOR�
FUTURE�NATIONAL�MISSIONS��4HE�5�3��'OVERNMENT�PLANS�TO�MAINTAIN�
ASSURED�ACCESS�TO�SPACE�TO�THE�MAXIMUM�EXTENT�POSSIBLE�AND�HAS�
RECOGNIZED� THE� NEED� TO� FUND� ADDITIONAL�%%,6� INFRASTRUCTURE�
COSTS� CREATED� BY� THE�WEAKER
THAN
ORIGINALLY
ANTICIPATED� COM

MERCIAL� DEMAND� FOR� LAUNCH� SERVICES�� 7E� HAD� THREE� !TLAS�
LAUNCHES� IN� ������ INCLUDING� OUR� FIFTH� !TLAS� 6� COMMERCIAL�
LAUNCH��!S�OF�YEAR�END�������THE�!TLAS�FAMILY�OF�LAUNCH�VEHI

CLES� HAD� A� RECORD� OF� ��� CONSECUTIVE� SUCCESSFUL� LAUNCHES��
#OMMERCIAL�ORDERS�AND�PRICES�FOR� THE�!TLAS�6�LAUNCH�VEHICLE�
TO�DATE�HAVE�BEEN�LOWER�THAN�WE�ORIGINALLY�EXPECTED�DURING�THE�
DEVELOPMENT�PHASE�OF�THE�VEHICLE��

)N� ������WE� ENTERED� INTO� AN� AGREEMENT�WITH�"OEING� TO�
CREATE� A� JOINT� VENTURE� THAT� WOULD� COMBINE� THE� PRODUCTION��
ENGINEERING�� TEST� AND� LAUNCH�OPERATIONS� ASSOCIATED�WITH�5�3��
'OVERNMENT�LAUNCHES�OF�OUR�!TLAS�LAUNCH�VEHICLES�AND�"OEING�S�
$ELTA�LAUNCH�VEHICLES��4HE�JOINT�VENTURE��NAMED�5NITED�,AUNCH�
!LLIANCE��,,#� �5,!	�� IS� STRUCTURED� AS� A� ��
��� JOINT� VENTURE�
AND�WOULD�BE�ACCOUNTED�FOR�AS�AN�EQUITY�INVESTMENT��5NDER�THE�
TERMS�OF�THE�JOINT�VENTURE��!TLAS�AND�$ELTA�EXPENDABLE�LAUNCH�
VEHICLES�WOULD�CONTINUE�TO�BE�AVAILABLE�AS�ALTERNATIVES�ON�INDI

VIDUAL� LAUNCH� MISSIONS�� 4HE� AGREEMENT� ALSO� STIPULATES� THAT��
UPON�CLOSING�OF�THE�TRANSACTION��,OCKHEED�-ARTIN�AND�"OEING�
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!S�DISCUSSED�ABOVE��COMMERCIAL�SATELLITE�SALES�HAVE�CON

TINUED�TO�EXPERIENCE�PRICING�PRESSURES�DUE�TO�EXCESS�CAPACITY��
(OWEVER��IN�THE�PAST�TWO�YEARS��WE�HAVE�RECEIVED�SIX�COMMER

CIAL�SATELLITE�ORDERS�AND�ARE�IN�ACTIVE�DISCUSSIONS�FOR�ADDITIONAL�
SATELLITE� ORDERS�� )N� ADDITION� TO� COMMERCIAL� ACTIVITY�� WE� ALSO�
RECEIVED� NEW� ORDERS� FOR� GOVERNMENT� SATELLITES� IN� ����� AND�
������ INCLUDING� THOSE�UNDER� THE�-5/3�PROGRAM�AND�CERTAIN�
CLASSIFIED�ACTIVITIES��

Other Business Considerations
!S�A�GOVERNMENT�CONTRACTOR��WE�ARE�SUBJECT�TO�5�3��'OVERNMENT�
OVERSIGHT��4HE�GOVERNMENT�MAY�ASK�ABOUT�AND�INVESTIGATE�OUR�
BUSINESS� PRACTICES� AND� AUDIT� OUR� COMPLIANCE�WITH� APPLICABLE�
RULES�AND�REGULATIONS��$EPENDING�ON�THE�RESULTS�OF�THOSE�AUDITS�
AND�INVESTIGATIONS��THE�GOVERNMENT�COULD�MAKE�CLAIMS�AGAINST�
US��5NDER�GOVERNMENT�PROCUREMENT�REGULATIONS�AND�PRACTICES��
AN� INDICTMENT�OF�A�GOVERNMENT�CONTRACTOR�COULD�RESULT� IN� THAT�
CONTRACTOR�BEING� FINED�AND� SUSPENDED� FROM�BEING�ABLE� TO�BID�
ON��OR�BE� AWARDED��NEW�GOVERNMENT� CONTRACTS� FOR� A�PERIOD�OF�
TIME�� !� CONVICTION� COULD� RESULT� IN� DEBARMENT� FOR� A� SPECIFIC�
PERIOD� OF� TIME�� 3IMILAR� GOVERNMENT� OVERSIGHT� EXISTS� IN� MOST�
OTHER�COUNTRIES�WHERE�WE�CONDUCT�BUSINESS��!LTHOUGH�WE�CANNOT�
PREDICT�THE�OUTCOME�OF�THESE�TYPES�OF�INVESTIGATIONS�AND�INQUI

RIES�WITH�CERTAINTY��BASED�ON�CURRENT�FACTS��WE�DO�NOT�BELIEVE�THAT�
ANY�OF�THE�CLAIMS��AUDITS�OR�INVESTIGATIONS�PENDING�AGAINST�US�ARE�
LIKELY� TO�HAVE�A�MATERIAL�ADVERSE�EFFECT�ON�OUR�BUSINESS�OR�OUR�
RESULTS�OF�OPERATIONS��CASH�FLOWS�OR�FINANCIAL�POSITION�

7E�ARE�EXPOSED�TO�RISKS�ASSOCIATED�WITH�5�3��'OVERNMENT�
CONTRACTING��INCLUDING�TECHNOLOGICAL�UNCERTAINTIES��DEPENDENCE�
ON�FEWER�MANUFACTURING�SUPPLIERS�AND�OBSOLESCENCE��AS�WELL�AS�
#ONGRESSIONAL�APPROPRIATION�AND�ALLOTMENT�OF�FUNDS�EACH�YEAR��
-ANY�OF�OUR�PROGRAMS� INVOLVE� THE�DEVELOPMENT� AND� APPLICA

TION�OF� STATE
OF
THE
ART� TECHNOLOGIES� AIMED� AT� ACHIEVING� CHAL

LENGING�GOALS��!S� A� RESULT�� SETBACKS�� DELAYS�� COST� GROWTH� AND�
PRODUCT�FAILURES�CAN�OCCUR�
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3ERVICES� CONTRACTS� PRIMARILY� INCLUDE� OPERATIONS� AND�MAINTE

NANCE�CONTRACTS��AND�OUTSOURCING
TYPE�ARRANGEMENTS��2EVENUE�
UNDER�SUCH�CONTRACTS�IS�GENERALLY�RECOGNIZED�ON�A�STRAIGHT
LINE�
BASIS�OVER�THE�PERIOD�OF�CONTRACT�PERFORMANCE��UNLESS�EVIDENCE�
SUGGESTS� THAT� THE� REVENUE� IS�EARNED�OR� THE�OBLIGATIONS�ARE� FUL

FILLED�IN�A�DIFFERENT�PATTERN��#OSTS�INCURRED�UNDER�THESE�SERVICES�
CONTRACTS�ARE�EXPENSED�AS�INCURRED��EXCEPT�THAT�INITIAL�hSET
UPv�
COSTS�ARE�CAPITALIZED�AND�RECOGNIZED�OVER�THE�LIFE�OF�THE�AGREE

MENT��/PERATING�PROFIT� RELATED� TO� SUCH� SERVICES� CONTRACTS�MAY�
FLUCTUATE� FROM� PERIOD� TO� PERIOD�� PARTICULARLY� IN� THE� EARLIER�
PHASES�OF�THE�CONTRACT��)NCENTIVES�AND�AWARD�FEES�RELATED�TO�PER

FORMANCE�ON� SERVICES�CONTRACTS�ARE� RECOGNIZED�WHEN� THEY�ARE�
FIXED�AND�DETERMINABLE��GENERALLY�AT�THE�DATE�OF�AWARD��

Other Contract Accounting Considerations
4HE�MAJORITY�OF�OUR�SALES�ARE�DRIVEN�BY�PRICING�BASED�ON�COSTS�
INCURRED� TO�PRODUCE�PRODUCTS�OR�PERFORM�SERVICES�UNDER�CON

TRACTS�WITH� THE�5�3��'OVERNMENT��#OST
BASED�PRICING�IS�DETER

MINED�UNDER�THE�&EDERAL�!CQUISITION�2EGULATIONS��&!2	��4HE�
&!2�PROVIDES�GUIDANCE�ON� THE� TYPES�OF� COSTS� THAT� ARE� ALLOW

ABLE� IN�ESTABLISHING�PRICES� FOR�GOODS�AND� SERVICES�UNDER�5�3��
'OVERNMENT�CONTRACTS��&OR�EXAMPLE��COSTS�SUCH�AS�THOSE�RELATED�
TO� CHARITABLE� CONTRIBUTIONS�� ADVERTISING�� INTEREST� EXPENSE�� AND�
PUBLIC�RELATIONS�ARE�UNALLOWABLE��AND�THEREFORE�NOT�RECOVERABLE�
THROUGH�SALES��)N�ADDITION��WE�MAY�ENTER�INTO�AGREEMENTS�WITH�
THE�5�3��'OVERNMENT�THAT�ADDRESS�THE�SUBJECTS�OF�ALLOWABILITY�
AND�ALLOCABILITY�OF�COSTS�TO�CONTRACTS�FOR�SPECIFIC�MATTERS��&OR�
EXAMPLE��MOST�OF�THE�AMOUNTS�WE�SPEND�FOR�GROUNDWATER�TREAT

MENT� AND� SOIL� REMEDIATION� RELATED� TO� DISCONTINUED�OPERATIONS�
AND� SITES�OPERATED� IN�PRIOR�YEARS� ARE� ALLOCATED� TO�OUR� CURRENT�
OPERATIONS� AS� GENERAL� AND� ADMINISTRATIVE� COSTS� UNDER� AGREE

MENTS�REACHED�WITH�THE�5�3��'OVERNMENT�

7E� CLOSELY�MONITOR� COMPLIANCE�WITH� AND� THE� CONSISTENT�
APPLICATION�OF�OUR� CRITICAL� ACCOUNTING�POLICIES� RELATED� TO� CON

TRACT�ACCOUNTING��"USINESS�SEGMENT�PERSONNEL�ASSESS�THE�STATUS�
OF�CONTRACTS�THROUGH�PERIODIC�CONTRACT�STATUS�AND�PERFORMANCE�
REVIEWS��!LSO�� REGULAR� AND� RECURRING� EVALUATIONS� OF� CONTRACT�
COST��SCHEDULING�AND�TECHNICAL�MATTERS�ARE�PERFORMED�BY�MAN

AGEMENT� PERSONNEL� INDEPENDENT� FROM� THE� BUSINESS� SEGMENT�
PERFORMING�WORK�UNDER�THE�CONTRACT��#OSTS�INCURRED�AND�ALLO

CATED�TO�CONTRACTS�WITH�THE�5�3��'OVERNMENT�ARE�REVIEWED�FOR�
COMPLIANCE�WITH� REGULATORY� STANDARDS� BY� OUR� PERSONNEL�� AND�
ARE� SUBJECT� TO� AUDIT� BY� THE�$EFENSE�#ONTRACT�!UDIT�!GENCY��
&OR�OTHER�INFORMATION�ON�ACCOUNTING�POLICIES�WE�HAVE�IN�PLACE�
FOR� RECOGNIZING� SALES� AND� PROFITS�� SEE� OUR� DISCUSSION� UNDER�
h3ALES�AND�EARNINGSv�IN�.OTE���TO�THE�FINANCIAL�STATEMENTS�

Postretirement Benefit Plans
-OST�EMPLOYEES�ARE�COVERED�BY�DEFINED�BENEFIT�PENSION�PLANS�
�PENSION�PLANS	��AND�WE�PROVIDE�HEALTH�CARE�AND�LIFE�INSURANCE�
BENEFITS�TO�ELIGIBLE�RETIREES��/UR�EARNINGS�MAY�BE�NEGATIVELY�OR�
POSITIVELY� IMPACTED�BY� THE� AMOUNT� OF� EXPENSE�OR� INCOME�WE�
RECORD�FOR�OUR�EMPLOYEE�BENEFIT�PLANS��4HIS�IS�PARTICULARLY�TRUE�
WITH�EXPENSE�OR�INCOME�FOR�PENSION�PLANS�BECAUSE�THOSE�CALCU

LATIONS� ARE� SENSITIVE� TO� CHANGES� IN� SEVERAL� KEY� ECONOMIC�
ASSUMPTIONS� AND�WORKFORCE� DEMOGRAPHICS��%FFECTIVE� *ANUARY�
��� ������ NEW�NON
UNION� REPRESENTED� EMPLOYEES� THAT�WE� HIRE�
ARE�NOT�BEING�COVERED�BY�DEFINED�BENEFIT�PENSION�PLANS��BUT�ARE�
ELIGIBLE� TO� PARTICIPATE� IN� DEFINED� CONTRIBUTION� PLANS��7E� CUR

RENTLY�PLAN�TO�OFFER�THOSE�EMPLOYEES�THE�ABILITY�TO�PARTICIPATE�IN�
OUR� RETIREE�MEDICAL� PLANS�� BUT�WILL� NOT� SUBSIDIZE� THE� COST� OF�
THEIR�PARTICIPATION�EFFECTIVE�*ANUARY���������

7E� ACCOUNT� FOR� OUR� PENSION� PLANS� USING� 3TATEMENT� OF�
&INANCIAL� !CCOUNTING� 3TANDARDS� �&!3	� ���� Employers’ 
Accounting for Pensions��4HOSE�RULES�REQUIRE�THAT�THE�AMOUNTS�
WE�RECORD�� INCLUDING� THE�EXPENSE�OR� INCOME�FOR� THE�PLANS��BE�
COMPUTED�USING�ACTUARIAL�VALUATIONS��4HESE�VALUATIONS�INCLUDE�
MANY�ASSUMPTIONS��INCLUDING�ASSUMPTIONS�WE�MAKE�RELATING�TO�
FINANCIAL�MARKET� AND�OTHER� ECONOMIC� CONDITIONS��#HANGES� IN�
KEY�ECONOMIC�INDICATORS�CAN�RESULT�IN�CHANGES�IN�THE�ASSUMP
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Lockheed Martin Corporation

EFFECTS� OF� THE� ACTUAL� RETURN� ON� PLAN� ASSETS� OVER� THE� PAST� FEW�
YEARS�� RESULTED� IN� OUR� PROJECTING� THAT� THE� AMOUNT� OF� PENSION�
EXPENSE�FOR������WILL�DECREASE�BY�APPROXIMATELY�����TO�����
AS�COMPARED�TO������EXPENSE��4HE�PRIMARY�DRIVERS�OF�THIS�PRO

JECTED�DECREASE�WERE�THE�CHANGE�IN�THE�RATE�OF�FUTURE�COMPEN

SATION�INCREASES�AS�WELL�AS� THE�GROWTH�IN�PLAN�ASSETS�OVER� THE�
PAST�YEAR��INCLUDING�CONTRIBUTIONS�WE�MADE�TO�THE�PENSION�TRUST��
4HE� DECREASE� OF� ��� BASIS� POINTS� IN� THE� COMPENSATION� RATE�
DECREASED�THE�ESTIMATED������EXPENSE�BY�APPROXIMATELY������
MILLION��)N�ADDITION��THE�HIGHER�ASSET�BASE�AT�THE�BEGINNING�OF�
�����DROVE�A�HIGHER�EXPECTED�RETURN�ON�ASSETS�FOR�������WHICH�
WAS� THE� MAIN� COMPONENT� OF� THE� REMAINING� DECREASE� IN� THE�
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FLOWS�FOR�A�FEW�YEARS�BEGINNING�IN�������!BSENT�OTHER�CHANGES��
THE�SUBSEQUENT�ANNUAL�FUNDING�REQUIREMENTS�WOULD�BE�EXPECTED�
TO�DECLINE�IN�RECOGNITION�OF�THE�ACCELERATED�CONTRIBUTIONS��

Environmental Matters
7E�ARE�A�PARTY�TO�VARIOUS�AGREEMENTS��PROCEEDINGS�AND�POTEN

TIAL� PROCEEDINGS� FOR� ENVIRONMENTAL� CLEANUP� ISSUES�� INCLUDING�
MATTERS� AT� VARIOUS� SITES� WHERE� WE� HAVE� BEEN� DESIGNATED� A�
POTENTIALLY� RESPONSIBLE�PARTY� �020	�BY� THE�%0!�OR�BY�A� STATE�
AGENCY��7E� RECORD� FINANCIAL� STATEMENT� ACCRUALS� FOR� ENVIRON

MENTAL�MATTERS� IN� THE� PERIOD� THAT� IT� BECOMES�PROBABLE� THAT� A�
LIABILITY�HAS�BEEN�INCURRED�AND�THE�AMOUNTS�CAN�BE�REASONABLY�
ESTIMATED� �SEE� THE�DISCUSSION�UNDER�h%NVIRONMENTAL�MATTERSv�
IN�.OTE� �� TO� THE� FINANCIAL� STATEMENTS	�� *UDGMENT� IS� REQUIRED�
WHEN�WE�DEVELOP�ASSUMPTIONS�AND�ESTIMATE�COSTS�EXPECTED�TO�BE�
INCURRED�FOR�ENVIRONMENTAL�REMEDIATION�ACTIVITIES�DUE�TO��ALONG�
WITH� OTHER� FACTORS�� DIFFICULTIES� IN� ASSESSING� THE� EXTENT� OF�
ENVIRONMENTAL�REMEDIATION�TO�BE�PERFORMED��COMPLEX�ENVIRON

MENTAL� REGULATIONS� AND� REMEDIATION� TECHNOLOGIES�� COST� ALLOW

ABILITY� ISSUES� AND� AGREEMENTS� BETWEEN�020S� TO� SHARE� IN� THE�
COST�OF�REMEDIATION�AS�DISCUSSED�BELOW�

7E� ENTER� INTO� AGREEMENTS� �e.g.�� ADMINISTRATIVE� ORDERS��
CONSENT�DECREES	�WHICH�DOCUMENT�THE�EXTENT�AND�TIMING�OF�OUR�
OBLIGATION��7E� ARE� ALSO� INVOLVED� IN� REMEDIATION� ACTIVITIES� AT�
ENVIRONMENTAL�SITES�WHERE�FORMAL�AGREEMENTS�EXIST�BUT�DO�NOT�
QUANTIFY�THE�EXTENT�AND�TIMING�OF�OUR�OBLIGATION��%NVIRONMENTAL�
CLEANUP� ACTIVITIES� USUALLY� COVER� SEVERAL� YEARS��WHICH�MAKES�
ESTIMATING� THE� COSTS� MORE� JUDGMENTAL� DUE� TO�� FOR� EXAMPLE��
CHANGING� REMEDIATION� TECHNOLOGIES�� 4O� DETERMINE� THE� COSTS�
RELATED� TO� CLEANUP� SITES��WE�HAVE� TO� ASSESS� THE� EXTENT� OF� CON

TAMINATION�� THE� APPROPRIATE� TECHNOLOGY� TO�BE�USED� TO� ACCOM

PLISH� THE� REMEDIATION� AND� CONTINUALLY� EVOLVING� REGULATORY�
ENVIRONMENTAL� STANDARDS�� 7E� CONSIDER� THESE� FACTORS� IN� OUR�
ESTIMATES� OF� THE� TIMING� AND� AMOUNT� OF� ANY� FUTURE� COSTS� THAT�
MAY�BE�REQUIRED�FOR�REMEDIATION�ACTIONS��)N�CASES�WHERE�A�DATE�
TO�COMPLETE�ACTIVITIES�AT�A�PARTICULAR�ENVIRONMENTAL�SITE�CANNOT�
BE�ESTIMATED�BY�REFERENCE�TO�AGREEMENTS�OR�OTHERWISE��WE�PROJ

ECT�COSTS�OVER�AN�APPROPRIATE�TIME�FRAME�NOT�TO�EXCEED����YEARS��
'IVEN�THE�LEVEL�OF�JUDGMENT�AND�ESTIMATION�WHICH�HAS�TO�OCCUR��
IT�IS�LIKELY�THAT�MATERIALLY�DIFFERENT�AMOUNTS�COULD�BE�RECORDED�
IF�DIFFERENT�ASSUMPTIONS�WERE�USED�OR�IF�CIRCUMSTANCES�WERE�TO�
CHANGE��e.g.��A�CHANGE�IN�ENVIRONMENTAL�STANDARDS	�

)F�WE� ARE�ULTIMATELY� FOUND� TO�HAVE� LIABILITY� AT� THOSE� SITES�
WHERE�WE�HAVE�BEEN�DESIGNATED�A�020��WE�EXPECT�THAT�THE�ACTUAL�
COSTS� OF� REMEDIATION� WILL� BE� SHARED� WITH� OTHER� LIABLE� 020S��
'ENERALLY��020S�THAT�ARE�ULTIMATELY�DETERMINED�TO�BE�RESPONSI

BLE�PARTIES�ARE�STRICTLY�LIABLE�FOR�SITE�CLEANUP�AND�USUALLY�AGREE�
AMONG�THEMSELVES�TO�SHARE��ON�AN�ALLOCATED�BASIS��THE�COSTS�AND�
EXPENSES�FOR�INVESTIGATION�AND�REMEDIATION�OF�HAZARDOUS�MATE

RIALS��5NDER� EXISTING� ENVIRONMENTAL� LAWS�� RESPONSIBLE� PARTIES�
ARE�JOINTLY�AND�SEVERALLY�LIABLE�AND��THEREFORE��WE�ARE�POTENTIALLY�
LIABLE� FOR� THE� FULL� COST� OF� FUNDING� SUCH� REMEDIATION�� )N� THE�
UNLIKELY�EVENT�THAT�WE�WERE�REQUIRED�TO�FUND�THE�ENTIRE�COST�OF�
SUCH� REMEDIATION�� THE� STATUTORY� FRAMEWORK� PROVIDES� THAT� WE�
MAY�PURSUE� RIGHTS� OF� CONTRIBUTION� FROM� THE� OTHER�020S��4HE�
AMOUNTS�WE�RECORD�DO�NOT�REFLECT�THE�FACT�THAT�WE�MAY�RECOVER�
SOME� OF� THE� ENVIRONMENTAL� COSTS� WE� HAVE� INCURRED� THROUGH�
INSURANCE�OR�FROM�OTHER�020S��WHICH�WE�ARE�REQUIRED�TO�PURSUE�
BY�AGREEMENT�AND�5�3��'OVERNMENT�REGULATION�

5NDER� AGREEMENTS� REACHED� WITH� THE� 5�3�� 'OVERNMENT��
SOME�OF�THE�AMOUNTS�WE�SPEND�FOR�GROUNDWATER�TREATMENT�AND�
SOIL�REMEDIATION�ARE�ALLOCATED�TO�OUR�OPERATIONS�AS�GENERAL�AND�
ADMINISTRATIVE� COSTS��5NDER� EXISTING� GOVERNMENT� REGULATIONS��
THESE� AND� OTHER� ENVIRONMENTAL� EXPENDITURES� RELATING� TO� OUR�
5�3�� 'OVERNMENT� BUSINESS�� AFTER� DEDUCTING� ANY� RECOVERIES�
RECEIVED�FROM�INSURANCE�OR�OTHER�020S��ARE�ALLOWABLE�IN�ESTAB

LISHING�PRICES�OF�OUR�PRODUCTS�AND�SERVICES��!S�A�RESULT��A�SUB

STANTIAL�AMOUNT�OF�THE�EXPENDITURES�WE�INCUR�ARE�BEING�INCLUDED�
IN� OUR� SALES� AND� COST� OF� SALES� ACCORDING� TO�5�3��'OVERNMENT�
AGREEMENT�OR�REGULATION�

!T�THE�END�OF�������THE�TOTAL�AMOUNT�OF�LIABILITIES�RECORDED�
ON�OUR�BALANCE�SHEET�FOR�ENVIRONMENTAL�MATTERS�WAS������MIL

LION��!BOUT� ����OF� THE� LIABILITY� RELATES� TO� SITES� IN�2EDLANDS��
"URBANK� AND�'LENDALE��#ALIFORNIA�� AND� IN�'REAT�.ECK��.EW�
9ORK��MAINLY�FOR�REMEDIATION�OF�SOIL�AND�GROUNDWATER�CONTAM

INATION��4HE�REMAINDER�OF�THE�LIABILITY�RELATES�TO�OTHER�PROPER

TIES��INCLUDING�CURRENT�OPERATING�FACILITIES�AND�CERTAIN�FACILITIES�
OPERATED� IN� PRIOR� YEARS	� FOR�WHICH�OUR� OBLIGATION� IS� PROBABLE�
AND�THE�FINANCIAL�EXPOSURE�CAN�BE�ESTIMATED��7E�HAVE�RECORDED�
ASSETS�TOTALING������MILLION�AT�$ECEMBER����������FOR�THE�POR
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Lockheed Martin Corporation

ACQUISITION AND DIVESTITURE ACTIVITIES
7E�CONTINUOUSLY�STRIVE�TO�STRENGTHEN�OUR�PORTFOLIO�OF�PRODUCTS�
AND�SERVICES�TO�MEET�THE�CURRENT�AND�FUTURE�NEEDS�OF�OUR�CUS

TOMERS��7E� ACCOMPLISH� THIS� NOT� ONLY� INTERNALLY�� THROUGH�OUR�
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)N�.OVEMBER� ������ A� PRIVATE� EQUITY� FIRM�PURCHASED� THE�
OUTSTANDING�SHARES�OF�.EW�3KIES�3ATELLITES��.�6���.EW�3KIES	��
7E�SOLD�OUR�SHARES�FOR������MILLION��4HE�TRANSACTION�RESULTED�
IN� THE� RECORDING�OF� A� GAIN�� NET� OF� STATE� INCOME� TAXES�� OF� ����
MILLION�IN�OTHER�INCOME�AND�EXPENSES��AND�AN�INCREASE�IN�NET�
EARNINGS�OF�����MILLION��������PER�SHARE	��4HE�CARRYING�VALUE�
OF�OUR�INVESTMENT�IN�.EW�3KIES�WAS�MARKED�TO�MARKET�THROUGH�
OTHER�COMPREHENSIVE�INCOME�PRIOR�TO�THE�SALE��

RESULTS OF OPERATIONS
3INCE�OUR�OPERATING�CYCLE�IS�LONG
TERM�AND�INVOLVES�MANY�TYPES�
OF�DEVELOPMENT�AND�PRODUCTION�CONTRACTS�WITH�VARYING�PRODUC

TION�DELIVERY�SCHEDULES��THE�RESULTS�OF�OPERATIONS�OF�A�PARTICULAR�
YEAR��OR�YEAR
TO
YEAR�COMPARISONS�OF�RECORDED�SALES�AND�PROFITS��
MAY�NOT�BE�INDICATIVE�OF�FUTURE�OPERATING�RESULTS��4HE�FOLLOWING�
DISCUSSIONS� OF� COMPARATIVE� RESULTS� AMONG� PERIODS� SHOULD� BE�
VIEWED�IN�THIS�CONTEXT��!LL�PER�SHARE�AMOUNTS�CITED�IN�THIS�DIS

CUSSION�ARE�PRESENTED�ON�A�hPER�DILUTED�SHAREv�BASIS�
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NOT� INCLUDE� UNEXERCISED� OPTIONS� OR� TASK� ORDERS� TO� BE� ISSUED�
UNDER� INDEFINITE
DELIVERY�INDEFINITE
QUANTITY� �)$)1	� CON

TRACTS�� &UNDED� BACKLOG� WAS� APPROXIMATELY� ���� BILLION� AT�
$ECEMBER����������

4HE�!ERONAUTICS� SEGMENT� GENERALLY� INCLUDES� FEWER� PRO

GRAMS� THAT�HAVE�MUCH� LARGER�SALES�AND�OPERATING� RESULTS� THAN�
PROGRAMS�INCLUDED�IN�THE�OTHER�SEGMENTS��4HEREFORE��DUE�TO�THE�
LARGE�NUMBER�OF�COMPARATIVELY�SMALLER�PROGRAMS�IN�THE�REMAIN

ING� SEGMENTS�� THE� DISCUSSIONS� OF� THE� RESULTS� OF� OPERATIONS� OF�
THESE�BUSINESS� SEGMENTS� GENERALLY� FOCUS�ON� LINES� OF� BUSINESS�
WITHIN�THE�SEGMENTS�RATHER�THAN�ON�SPECIFIC�PROGRAMS��4HE�FOL

LOWING�TABLES�OF�FINANCIAL�INFORMATION�AND�RELATED�DISCUSSIONS�
OF�THE�RESULTS�OF�OPERATIONS�OF�OUR�BUSINESS�SEGMENTS�ARE�CON

SISTENT�WITH�THE�PRESENTATION�OF�SEGMENT�INFORMATION�IN�.OTE����
TO�THE�FINANCIAL�STATEMENTS�

Aeronautics
!ERONAUTICS��OPERATING�RESULTS�INCLUDED�THE�FOLLOWING�

(In millions) 2005 ���� ����

.ET�SALES $11,672 ������� �������

/PERATING�PROFIT 994 ��� ���

"ACKLOG�AT�YEAR
END 29,580 ������ ������

.ET� SALES� FOR�!ERONAUTICS� DECREASED�BY������MILLION�� OR�
����IN������COMPARED�TO�������4HE�DECREASE�WAS�MAINLY�DUE�
TO� ANTICIPATED� DECLINES� IN�#OMBAT�!IRCRAFT��WHICH�WERE� PAR

TIALLY�OFFSET�BY�GROWTH�IN�!IR�-OBILITY��#OMBAT�!IRCRAFT�SALES�
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Electronic Systems 
%LECTRONIC�3YSTEMS��OPERATING�RESULTS�INCLUDED�THE�FOLLOWING�

(In millions) 2005 ���� ����

.ET�SALES $10,580 �� ����� �� �����

/PERATING�PROFIT 1,113 ��� ���

"ACKLOG�AT�YEAR
END 19,932 ������ ������

.ET�SALES�FOR�%LECTRONIC�3YSTEMS�INCREASED����IN������AS�
COMPARED�TO�������(IGHER�VOLUME�IN�TACTICAL�AND�SURFACE�SYS

TEMS�PROGRAMS�CONTRIBUTED�TO�INCREASED�SALES�OF������MILLION�
AT�-ARITIME�3YSTEMS���3ENSORS��-3�	��0LATFORM��4RAINING���
4RANSPORTATION�3OLUTIONS� �04�43	� SALES� INCREASED������MIL

LION� PRIMARILY� DUE� TO� PLATFORM� INTEGRATION� ACTIVITIES�� !IR�
DEFENSE� AND� FIRE� CONTROL� PROGRAMS� CONTRIBUTED� TO� INCREASED�
SALES�OF�����MILLION�AT�-ISSILES���&IRE�#ONTROL��-�&#	��

.ET�SALES�FOR�%LECTRONIC�3YSTEMS�INCREASED����IN������AS�
COMPARED� TO� ������4HE� INCREASE� IN� SALES�WAS� DUE� TO� HIGHER�
VOLUME�IN�-3��AND�-�&#��(IGHER�VOLUME�ON�SURFACE�SYSTEMS�
PROGRAMS�ACCOUNTED� FOR�MOST� OF�-3��S� SALES�GROWTH�OF������
MILLION��-�&#�S�SALES� INCREASED������MILLION��PRIMARILY�DUE�
TO�HIGHER�VOLUME�ON�FIRE�CONTROL�AND�TACTICAL�MISSILE�PROGRAMS�

/PERATING� PROFIT� FOR� THE� SEGMENT� INCREASED� BY� ���� IN�
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Lockheed Martin Corporation

Unallocated Corporate (Expense) Income, Net
4HE�FOLLOWING�TABLE�SHOWS�THE�COMPONENTS�OF�NET�UNALLOCATED�
#ORPORATE��EXPENSE	�INCOME��
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4HE�INCREASE�IN�THE�h/THER��NETv�COMPONENT�OF�UNALLOCATED�
#ORPORATE��EXPENSE	�INCOME��NET�OF�����MILLION�FROM������TO�
����� WAS� PRIMARILY� DUE� TO� HIGHER� INTEREST� INCOME� DUE� TO� A�
LARGER�INVESTED�CASH�BALANCE�AND�HIGHER�INTEREST�RATES�IN�������
4HE�DECREASE�OF�����MILLION�FROM������TO������WAS�PRIMARILY�
DUE�TO�LOWER�EARNINGS�ON�OUR�EQUITY�INVESTMENTS�IN�������

LIQUIDITY AND CASH FLOWS
7E�HAVE�A�BALANCED�CASH�DEPLOYMENT�AND�DISCIPLINED�GROWTH�
STRATEGY�TO�ENHANCE�OUR�BUSINESSES��INCREASE�SHAREHOLDER�VALUE�
AND� POSITION� OURSELVES� TO� TAKE� ADVANTAGE� OF� NEW� BUSINESS�



PAGE 35

Lockheed Martin Corporation

Financing Activities
Issuance and repayment of long-term debt—#ASH� PROVIDED�
FROM� OPERATIONS� HAS� BEEN� OUR� PRINCIPAL� SOURCE� OF� FUNDS� TO�
REDUCE�OUR� LONG
TERM�DEBT�� )N�������WE�USED������MILLION�OF�
CASH�FOR�THE�EARLY�RETIREMENT�AND�SCHEDULED�REPAYMENT�OF�LONG

TERM�DEBT��)N�������WE�USED������BILLION�OF�CASH�FOR� THE�EARLY�
RETIREMENT�AND�SCHEDULED�REPAYMENT�OF�LONG
TERM�DEBT��/F�THAT�
AMOUNT�� �����MILLION� RELATED� TO� THE� EARLY� RETIREMENT� OF� DEBT�
THROUGH� TENDER� OFFERS� FOR�WHICH�WE� INCURRED� �����MILLION� OF�
ASSOCIATED� COSTS�� )N� ������WE� ISSUED� ����� BILLION� OF� FLOATING�
RATE� CONVERTIBLE� SENIOR� DEBENTURES� THAT� BEAR� INTEREST� AT� THREE

MONTH�,)"/2�LESS����BASIS�POINTS��RESET�QUARTERLY��7E�USED�THE�
PROCEEDS�OF�THAT�ISSUANCE��ALONG�WITH�CASH�FROM�OPERATIONS��TO�
REPAY������BILLION�OF�DEBT�IN�ADVANCE�OF�ITS�MATURITY�AND�RETIRE�
OTHER� HIGH� COST� DEBT��7E�USED� �����MILLION� OF� CASH� FOR� DEBT�
ISSUANCE� AND� REPAYMENT� COSTS� TO� COMPLETE� THOSE� TRANSACTIONS�
IN�������

Share repurchases and dividends—7E�ALSO�USED�CASH�IN�EACH�
OF�THE�LAST�THREE�YEARS�FOR�COMMON�SHARE�REPURCHASE�ACTIVITY�AS�
FOLLOWS�� ������� MILLION� FOR� ����� MILLION� COMMON� SHARES� IN�
������OF�WHICH��������MILLION� FOR������MILLION�OF� THOSE�COM

MON� SHARES�� AS�WELL� AS� ����MILLION� FOR� ����MILLION� COMMON�
SHARES� PURCHASED� IN� ������WAS� SETTLED� DURING� THE� YEAR�� �����
MILLION�FOR������MILLION�COMMON�SHARES�IN�������OF�WHICH������
MILLION�FOR������MILLION�COMMON�SHARES�WAS�SETTLED�DURING�THE�
YEAR�� AND� ����� MILLION� IN� ����� FOR� ����� MILLION� COMMON�
SHARES��4HESE�PURCHASES�WERE�MADE�UNDER�A�SHARE� REPURCHASE�
PROGRAM�IN�PLACE�FOR�THE�REPURCHASE�OF�UP�TO����MILLION�SHARES�
OF�OUR�COMMON�STOCK�FROM�TIME
TO
TIME�AT�MANAGEMENT�S�DIS

CRETION�� INCLUDING����MILLION� SHARES� THAT�WERE� AUTHORIZED� FOR�
REPURCHASE� UNDER� THE� PROGRAM� IN� 3EPTEMBER� ������ !S� OF�
$ECEMBER�����������WE�HAD�REPURCHASED�A�TOTAL�OF������MILLION�
SHARES�UNDER� THE�PROGRAM��AND� THERE� REMAINED�APPROXIMATELY�
�����MILLION�SHARES�THAT�MAY�BE�REPURCHASED�IN�THE�FUTURE�

4HE�PAYMENT�OF�DIVIDENDS�ON�OUR�COMMON�SHARES�IS�ONE�OF�
THE�KEY�COMPONENTS�OF�OUR�BALANCED�CASH�DEPLOYMENT�STRATEGY��
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Lockheed Martin Corporation

CONTRACTUAL COMMITMENTS AND  
OFF-BALANCE SHEET ARRANGEMENTS
!T�$ECEMBER� ���� ������WE� HAD� CONTRACTUAL� COMMITMENTS� TO�
REPAY�DEBT��MAKE�PAYMENTS�UNDER�OPERATING�LEASES��SETTLE�OBLI

GATIONS�RELATED�TO�AGREEMENTS�TO�PURCHASE�GOODS�AND�SERVICES��
AND�SETTLE�OTHER�LONG
TERM�LIABILITIES��#APITAL�LEASE�OBLIGATIONS�
WERE� NEGLIGIBLE��0AYMENTS� DUE�UNDER� THESE� LONG
TERM�OBLIGA

TIONS�AND�COMMITMENTS�ARE�AS�FOLLOWS�



PAGE 38

FIVE�YEARS��4HE�AMOUNTS�ULTIMATELY�APPLIED�AGAINST�OUR�OFFSET�
AGREEMENTS� ARE� BASED�ON�NEGOTIATIONS�WITH� THE� CUSTOMER� AND�
GENERALLY�REQUIRE�CASH�OUTLAYS�THAT�REPRESENT�ONLY�A�FRACTION�OF�
THE�ORIGINAL�AMOUNT�IN�THE�OFFSET�AGREEMENT��!T�$ECEMBER�����
������WE�HAD�OUTSTANDING�OFFSET�AGREEMENTS�TOTALING������BIL

LION��PRIMARILY�RELATED�TO�OUR�!ERONAUTICS�SEGMENT��THAT�EXTEND�
THROUGH� ������ 4O� THE� EXTENT� WE� HAVE� ENTERED� INTO� PURCHASE�
OBLIGATIONS�AT�$ECEMBER����������THAT�ALSO�SATISFY�OFFSET�AGREE

MENTS��THOSE�AMOUNTS�ARE�INCLUDED�IN�THE�PRECEDING�TABLE�

7E�HAVE�ENTERED� INTO�STANDBY� LETTER�OF�CREDIT�AGREEMENTS�
AND�OTHER�ARRANGEMENTS�WITH�FINANCIAL�INSTITUTIONS�AND�CUSTOM

ERS�MAINLY�RELATING�TO�ADVANCES�RECEIVED�FROM�CUSTOMERS�AND�OR�
THE�GUARANTEE�OF�FUTURE�PERFORMANCE�ON�SOME�OF�OUR�CONTRACTS��
!T�$ECEMBER� ���� ������WE�HAD�OUTSTANDING� LETTERS� OF� CREDIT��
SURETY�BONDS�AND�GUARANTEES��AS�FOLLOWS�

#OMMITMENT�%XPIRATION�"Y�0ERIOD

(In millions)

4OTAL�

#OMMITMENT

,ESS�

4HAN��

��9EAR�A	

�n���

9EARS�A	

�n���

9EARS

!FTER�

��

9EARS

3TANDBY�LETTERS��

� OF�CREDIT ������ ������ ���� ��� ���

3URETY�BONDS ��� �� ��� � �

'UARANTEES � � � � ��

4OTAL�COMMITMENTS ������ ������ ���� ��� ���

(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.

)NCLUDED�IN�THE�TABLE�ABOVE�IS�APPROXIMATELY������MILLION�
REPRESENTING�LETTER�OF�CREDIT�AND�SURETY�BOND�AMOUNTS�FOR�WHICH�
RELATED�OBLIGATIONS� OR� LIABILITIES� ARE� ALSO� RECORDED� IN� THE� BAL

ANCE� SHEET�� EITHER� AS� REDUCTIONS� OF� INVENTORIES�� AS� CUSTOMER�
ADVANCES�AND�AMOUNTS�IN�EXCESS�OF�COSTS�INCURRED��OR�AS�OTHER�
LIABILITIES��!PPROXIMATELY����BILLION�OF� THE� STANDBY� LETTERS� OF�
CREDIT� IN� THE� TABLE� ABOVE� WERE� TO� SECURE� ADVANCE� PAYMENTS�
RECEIVED� UNDER� AN� &
��� CONTRACT� FROM� AN� INTERNATIONAL� CUS

TOMER��4HESE� LETTERS�OF� CREDIT� ARE� AVAILABLE� FOR�DRAW�DOWN� IN�
THE� EVENT� OF� OUR� NONPERFORMANCE�� AND� THE� AMOUNT� AVAILABLE�
WILL�BE�REDUCED�AS�CERTAIN�EVENTS�OCCUR�THROUGHOUT�THE�PERIOD�
OF�PERFORMANCE�IN�ACCORDANCE�WITH�THE�CONTRACT�TERMS��3IMILAR�
TO� THE� LETTERS� OF� CREDIT� FOR� THE�&
��� CONTRACT�� OTHER� LETTERS� OF�
CREDIT� AND� SURETY� BONDS� ARE� AVAILABLE� FOR� DRAW� DOWN� IN� THE�
EVENT�OF�OUR�NONPERFORMANCE�

!T�$ECEMBER� ���� ������WE� HAD� NO�MATERIAL� OFF
BALANCE�
SHEET�ARRANGEMENTS�AS� THOSE�ARRANGEMENTS�ARE�DEFINED�BY�THE�
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VALUE�� AND� TO� REFLECT� THE� RELATED� EXCESS� TAX� BENEFIT� RECEIVED�
UPON�EXERCISE�OF� THE�OPTIONS�� IF� ANY�� IN� THE� STATEMENT�OF�CASH�
FLOWS�AS�A�FINANCING�ACTIVITY�INFLOW�RATHER�THAN�AN�ADJUSTMENT�
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CONTROLS AND PROCEDURES
7E� MAINTAIN� DISCLOSURE� CONTROLS� AND� PROCEDURES�� INCLUDING�
INTERNAL�CONTROL�OVER� FINANCIAL� REPORTING�� THAT�ARE�DESIGNED� TO�
ENSURE� THAT� INFORMATION� REQUIRED� TO� BE�DISCLOSED� IN� OUR� PERI

ODIC�FILINGS�WITH�THE�3%#�IS�REPORTED�WITHIN�THE�TIME�PERIODS�
SPECIFIED�IN�THE�3%#�S�RULES�AND�FORMS��AND�TO�PROVIDE�REASON

ABLE�ASSURANCE�THAT�ASSETS�ARE�SAFEGUARDED�AND�TRANSACTIONS�ARE�
PROPERLY� EXECUTED� AND� RECORDED��/UR� DISCLOSURE� CONTROLS� AND�
PROCEDURES� ARE� ALSO� DESIGNED� TO� ENSURE� THAT� INFORMATION� IS�
ACCUMULATED�AND�COMMUNICATED�TO�OUR�MANAGEMENT��INCLUDING�
OUR�#HIEF�%XECUTIVE�/FFICER��#%/	�AND�#HIEF�&INANCIAL�/FFICER�
�#&/	�� AS� APPROPRIATE�� TO� ALLOW� TIMELY� DECISIONS� REGARDING�
REQUIRED�DISCLOSURE��)N�DESIGNING�AND�EVALUATING�SUCH�CONTROLS�
AND�PROCEDURES��WE�RECOGNIZE�THAT�ANY�CONTROLS�AND�PROCEDURES��
NO�MATTER� HOW�WELL� DESIGNED� AND�OPERATED�� CAN�PROVIDE�ONLY�
REASONABLE� ASSURANCE� OF� ACHIEVING� THE� DESIRED� CONTROL� OBJEC

TIVES��AND�MANAGEMENT�NECESSARILY� IS�REQUIRED�TO�USE� ITS� JUDG

MENT� IN� EVALUATING� THE� COST
BENEFIT� RELATIONSHIP� OF� POSSIBLE�
CONTROLS�AND�PROCEDURES��!LSO��WE�HAVE�INVESTMENTS�IN�CERTAIN�
UNCONSOLIDATED�ENTITIES��!S�WE�DO�NOT�CONTROL�OR�MANAGE�THESE�
ENTITIES��OUR�CONTROLS�AND�PROCEDURES�WITH�RESPECT�TO�THOSE�ENTI

TIES� ARE� NECESSARILY� SUBSTANTIALLY�MORE� LIMITED� THAN� THOSE�WE�
MAINTAIN�WITH�RESPECT�TO�OUR�CONSOLIDATED�SUBSIDIARIES�

7E� ROUTINELY� REVIEW�OUR� SYSTEM�OF� INTERNAL� CONTROL� OVER�
FINANCIAL� REPORTING� AND�MAKE� CHANGES� TO� OUR� PROCESSES� AND�
SYSTEMS� TO� IMPROVE� CONTROLS� AND� INCREASE� EFFICIENCY�� WHILE�
ENSURING� THAT�WE�MAINTAIN� AN� EFFECTIVE� INTERNAL� CONTROL� ENVI
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Lockheed Martin Corporation

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

4HE�MANAGEMENT�OF�,OCKHEED�-ARTIN�IS�RESPONSIBLE�FOR�THE�CONSOLIDATED�FINANCIAL�STATEMENTS�AND�ALL�RELATED�FINANCIAL�INFOR
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Lockheed Martin Corporation

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

"OARD�OF�$IRECTORS�AND�3TOCKHOLDERS
,OCKHEED�-ARTIN�#ORPORATION

7E�HAVE� AUDITED� THE� ACCOMPANYING� CONSOLIDATED� BALANCE� SHEETS� OF�,OCKHEED�-ARTIN�#ORPORATION� AND� SUBSIDIARIES� AS� OF�
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Lockheed Martin Corporation

CONSOLIDATED STATEMENT OF EARNINGS

Year Ended December 31,

(In millions, except per share data) 2005 ���� ����

NET SALES

0RODUCTS $31,518 ������� �������

3ERVICES 5,695 ����� �����

37,213 ������ ������

COST OF SALES

0RODUCTS 28,800 ������ ������

3ERVICES 5,073 ����� �����

5NALLOCATED�#ORPORATE�COSTS 803 ��� ���

34,676 ������ ������

2,537 ����� �����

/THER�INCOME�AND�EXPENSES��NET 449 ��� ��

/PERATING�PROFIT 2,986 ����� �����

)NTEREST�EXPENSE 370 ��� ���

%ARNINGS�BEFORE�TAXES 2,616 ����� �����

)NCOME�TAX�EXPENSE 791 ��� ���
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Lockheed Martin Corporation

CONSOLIDATED BALANCE SHEET

December 31,

(In millions) 2005 ����

ASSETS

#URRENT�ASSETS

� #ASH�AND�CASH�EQUIVALENTS $  2,244 ��������

� 3HORT
TERM�INVESTMENTS 429 ���

� 2ECEIVABLES 4,579 �����

� )NVENTORIES 1,921 �����

� $EFERRED�INCOME�TAXES 861 ���

� /THER�CURRENT�ASSETS 495 ���

� � 4OTAL�CURRENT�ASSETS 10,529 �����

0ROPERTY��PLANT�AND�EQUIPMENT��NET 3,924 �����

)NVESTMENTS�IN�EQUITY�SECURITIES 196 ���

'OODWILL 8,447 �����

0URCHASED�INTANGIBLES��NET 560 ���

0REPAID�PENSION�ASSET 1,360 �����

/THER�ASSETS 2,728 �����

$27,744 �������

LIABILITIES AND STOCKHOLDERS’ EQUITY

#URRENT�LIABILITIES

� !CCOUNTS�PAYABLE $  1,998 ��������

� #USTOMER�ADVANCES�AND�AMOUNTS�IN�EXCESS�OF�COSTS�INCURRED 4,331 �����

� 3ALARIES��BENEFITS�AND�PAYROLL�TAXES 1,475 �����

� #URRENT�MATURITIES�OF�LONG
TERM�DEBT 202 ��

� /THER�CURRENT�LIABILITIES 1,422 �����

� � 4OTAL�CURRENT�LIABILITIES 9,428 �����

,ONG
TERM�DEBT 4,784 �����

!CCRUED�PENSION�LIABILITIES 2,097 �����

/THER�POSTRETIREMENT�BENEFIT�LIABILITIES 1,277 �����

/THER�LIABILITIES 2,291 �����

3TOCKHOLDERS��EQUITY

� #OMMON�STOCK�����PAR�VALUE�PER�SHARE 432 ���

� !DDITIONAL�PAID
IN�CAPITAL 1,724 �����

� 2ETAINED�EARNINGS 7,278 �����
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CONSOLIDATED STATEMENT OF CASH FLOWS

Year Ended December 31,

(In millions) 2005 ���� ����

OPERATING ACTIVITIES

.ET�EARNINGS $ 1,825 ������� �������

!DJUSTMENTS�TO�RECONCILE�NET�EARNINGS�TO�NET�CASH�PROVIDED�BY�OPERATING�ACTIVITIES�

� $EPRECIATION�AND�AMORTIZATION 555 ��� ���

� !MORTIZATION�OF�PURCHASED�INTANGIBLES� 150 ��� ���

� $EFERRED�FEDERAL�INCOME�TAXES 24 ���	 ���

� #HANGES�IN�OPERATING�ASSETS�AND�LIABILITIES�

� � 2ECEIVABLES (390) ���	 ����	

� � )NVENTORIES (39) ��� ���	

� � !CCOUNTS�PAYABLE 239 ��� ���

� � #USTOMER�ADVANCES�AND�AMOUNTS�IN�EXCESS�OF�COSTS�INCURRED 296 ����	 ����	

� /THER 534 ��� ���	

� � � .ET�CASH�PROVIDED�BY�OPERATING�ACTIVITIES

)ᝂ
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CONSOLIDATED STATEMENT OF STOCKHOLDERS’ EQUITY

(In millions, except per share data)

#OMMON

3TOCK

!DDITIONAL

0AID
)N

#APITAL

2ETAINED

%ARNINGS

!CCUMULATED

/THER

#OMPREHENSIVE

�,OSS	�)NCOME /THER

4OTAL

3TOCKHOLDERS�

%QUITY

#OMPRE


HENSIVE

)NCOME

�,OSS	

"ALANCE�AT�$ECEMBER��������� ���� ������� ������ �������	 ����	 �������

.ET�EARNINGS � � ����� � � ����� ������

#OMMON�STOCK�DIVIDENDS�DECLARED��

� �������PER�SHARE	 � � ����	 � � ����	 �

2EPURCHASES�OF�COMMON�STOCK ���	 ����	 � � � ����	 �

3TOCK
BASED�AWARDS�AND�%3/0�ACTIVITY � ��� � � �� ��� �
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Inventories—)NVENTORIES� ARE� STATED� AT� THE� LOWER� OF� COST� OR�
ESTIMATED� NET� REALIZABLE� VALUE��#OSTS� ON� LONG
TERM� CONTRACTS�
AND�PROGRAMS�IN�PROGRESS�REPRESENT�RECOVERABLE�COSTS�INCURRED�
FOR� PRODUCTION� OR� CONTRACT
SPECIFIC� FACILITIES� AND� EQUIPMENT��
ALLOCABLE�OPERATING�OVERHEAD��ADVANCES�TO�SUPPLIERS�AND��IN�THE�
CASE�OF�CONTRACTS�WITH�THE�5�3��'OVERNMENT��RESEARCH�AND�DEVEL

OPMENT� AND�GENERAL� AND�ADMINISTRATIVE� EXPENSES��0URSUANT� TO�
CONTRACT�PROVISIONS��AGENCIES�OF�THE�5�3��'OVERNMENT�AND�CER

TAIN� OTHER� CUSTOMERS� HAVE� TITLE� TO�� OR� A� SECURITY� INTEREST� IN��
INVENTORIES� RELATED� TO� SUCH� CONTRACTS� AS� A� RESULT� OF� ADVANCES��
PERFORMANCE
BASED� PAYMENTS� AND� PROGRESS� PAYMENTS�� 3UCH�
ADVANCES�AND�PAYMENTS�ARE� REFLECTED�AS�AN�OFFSET�AGAINST� THE�
RELATED� INVENTORY� BALANCES�� 'ENERAL� AND� ADMINISTRATIVE�
EXPENSES�RELATED�TO�COMMERCIAL�PRODUCTS�AND�SERVICES�PROVIDED�
ESSENTIALLY� UNDER� COMMERCIAL� TERMS� AND� CONDITIONS� ARE�
EXPENSED�AS�INCURRED��#OSTS�OF�OTHER�PRODUCT�AND�SUPPLY�INVEN

TORIES� ARE� PRINCIPALLY� DETERMINED� BY� THE� FIRST
IN� FIRST
OUT� OR�
AVERAGE�COST�METHODS�

Property, plant and equipment—0ROPERTY�� PLANT� AND� EQUIP

MENT�ARE�CARRIED�PRINCIPALLY�AT�COST��$EPRECIATION�IS�PROVIDED�
ON�PLANT� AND� EQUIPMENT� GENERALLY� USING� ACCELERATED�METHODS�
DURING�THE�FIRST�HALF�OF�THE�ESTIMATED�USEFUL�LIVES�OF�THE�ASSETS��
THEREAFTER��STRAIGHT
LINE�DEPRECIATION�IS�USED��%STIMATED�USEFUL�
LIVES�GENERALLY�RANGE�FROM����TO����YEARS�FOR�BUILDINGS�AND�FIVE�
TO����YEARS�FOR�MACHINERY�AND�EQUIPMENT�

Investments in equity securities—)NVESTMENTS� IN�EQUITY�SECU

RITIES� INCLUDE� THE�#ORPORATION�S� OWNERSHIP� INTERESTS� IN� AFFILI

ATED� COMPANIES� THAT� IT� DOES� NOT� CONTROL�WHICH� ARE� ACCOUNTED�
FOR�UNDER�THE�EQUITY�METHOD�OF�ACCOUNTING��5NDER�THIS�METHOD�
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Restructuring activities—5NDER� EXISTING� 5�3�� 'OVERNMENT�
REGULATIONS��CERTAIN�COSTS�INCURRED�FOR�CONSOLIDATION�OR�RESTRUC

TURING�ACTIVITIES� THAT�CAN�BE�DEMONSTRATED�TO�RESULT� IN�SAVINGS�
IN�EXCESS�OF�THE�COST�TO�IMPLEMENT�THOSE�ACTIONS�CAN�BE�DEFERRED�
AND� AMORTIZED� FOR� GOVERNMENT� CONTRACTING� PURPOSES� AND�
INCLUDED�AS�ALLOWABLE�COSTS�IN�FUTURE�PRICING�OF�THE�#ORPORATION�S�
PRODUCTS�AND�SERVICES��)NCLUDED�IN�OTHER�ASSETS�IN�THE�CONSOLI

DATED� BALANCE� SHEET� AT�$ECEMBER� ���� ����� AND� ����� IS� ����
MILLION�AND�����MILLION��RESPECTIVELY��OF�DEFERRED�COSTS�RELATED�
TO�VARIOUS�CONSOLIDATION�ACTIONS�

Impairment of certain long-lived assets—'ENERALLY��THE�CARRY

ING�VALUES�OF�LONG
LIVED�ASSETS�OTHER�THAN�GOODWILL�ARE�REVIEWED�
FOR� IMPAIRMENT� IF� EVENTS� OR� CHANGES� IN� THE� FACTS� AND� CIRCUM

STANCES�INDICATE�THAT�THEIR�CARRYING�VALUES�MAY�NOT�BE�RECOVER

ABLE��!NY� IMPAIRMENT� DETERMINED� IS� RECORDED� IN� THE� CURRENT�
PERIOD�AND�IS�MEASURED�BY�COMPARING�THE�FAIR�VALUE�BASED�ON�
ESTIMATED�FUTURE�CASH�FLOWS�OF�THE�RELATED�ASSET�TO�ITS�CARRYING�
VALUE�

Derivative financial instruments—4HE�#ORPORATION�SOMETIMES�
USES�DERIVATIVE� FINANCIAL� INSTRUMENTS� TO�MANAGE� ITS�EXPOSURE�
TO� FLUCTUATIONS� IN� FOREIGN� EXCHANGE� RATES� AND� INTEREST� RATES��
4HE�#ORPORATION� DOES� NOT� HOLD� OR� ISSUE� DERIVATIVE� FINANCIAL�
INSTRUMENTS� FOR� TRADING� OR� SPECULATIVE� PURPOSES��$ERIVATIVES�
ARE�RECORDED�AS�EITHER�OTHER�CURRENT�ASSETS�OR�LIABILITIES� IN�THE�
CONSOLIDATED� BALANCE� SHEET�� AND� PERIODICALLY� ADJUSTED� TO� FAIR�
VALUE�� 4HE� CLASSIFICATION� OF� GAINS� AND� LOSSES� RESULTING� FROM�
CHANGES� IN� THE� FAIR� VALUES� OF� DERIVATIVES� IS� DEPENDENT� ON� THE�
INTENDED� USE� OF� THE� DERIVATIVE� AND� ITS� RESULTING� DESIGNATION��
!DJUSTMENTS�TO�REFLECT�CHANGES�IN�FAIR�VALUES�OF�DERIVATIVES�THAT�
ARE� NOT� CONSIDERED� HIGHLY� EFFECTIVE� HEDGES� ARE� REFLECTED� IN�
EARNINGS�� !DJUSTMENTS� TO� REFLECT� CHANGES� IN� FAIR� VALUES� OF�
DERIVATIVES� THAT� ARE� CONSIDERED� HIGHLY� EFFECTIVE� HEDGES� ARE�
EITHER� REFLECTED� IN�EARNINGS�AND� LARGELY�OFFSET�BY�CORRESPOND

ING�ADJUSTMENTS�RELA᠀
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
$ECEMBER���������

4HE�#ORPORATION�S� REPORTED� AND� PRO� FORMA� EARNINGS� PER�
SHARE�INFORMATION�FOLLOWS�

(In millions, except per share data) 2005 ���� ����

NET EARNINGS

!S�REPORTED $ 1,825 ������� �������

&AIR�VALUE
BASED�COMPENSATION�COST���

� NET�OF�TAXES

�&AIR�VALUE
BASED��PRO�FORMA��

� COMPENSATION�EXPENSE (56) ���	 ���	

)NCEPTION
TO
DATE�ADJUSTMENT (33) � �

� � 0RO�FORMA�NET�EARNINGS $ 1,736 ������� �� ���

EARNINGS PER BASIC SHARE

!S�REPORTED $ 4.15 �� ���� �� ����

�&AIR�VALUE
BASED��PRO�FORMA��

� COMPENSATION�EXPENSE (0.12) �����	 �����	

)NCEPTION
TO
DATE�ADJUSTMENT (0.08) � �

� � 0RO�FORMA $ 3.95 �� ���� �� ����

EARNINGS PER DILUTED SHARE

!S�REPORTED $ 4.10 �� ���� �� ����

�&AIR�VALUE
BASED��PRO�FORMA��

� COMPENSATION�EXPENSE (0.12) �����	 �����	

)NCEPTION
TO
DATE�ADJUSTMENT (0.08) � �

� � 0RO�FORMA $ 3.90 �� ���� �� ����

4HE�FAIR�VALUE�FOR�THESE�OPTIONS�WAS�ESTIMATED�AT�THE�DATE�
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
$ECEMBER���������

RELATED� TO� A� COVENANT� NOT� TO� COMPETE� THAT�WILL� BE� AMORTIZED�
OVER�FIVE�YEARS��AN�INTANGIBLE�ASSET�OF�APPROXIMATELY�����MIL

LION� RELATED� TO� CONTRACTS� AND� CUSTOMER� RELATIONSHIPS� ACQUIRED�
THAT� WILL� BE� AMORTIZED� OVER� SEVEN� YEARS�� AND� GOODWILL� OF�
APPROXIMATELY������MILLION�WHICH� IS�NEITHER�AMORTIZABLE�NOR�
TAX�DEDUCTIBLE��4HE�DIVESTITURE� OF� THE�#ORPORATION�S� COMMER

CIAL�)4�BUSINESS�RESULTED�IN�A�GAIN��NET�OF�STATE�INCOME�TAXES��OF�
����MILLION�WHICH�WAS�RECORDED�IN�OTHER�INCOME�AND�EXPENSES��
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NOTE 4—RECEIVABLES

(In millions) 2005 ����

5�3��'OVERNMENT

� !MOUNTS�BILLED $1,364 ������

� 5NBILLED�COSTS�AND�ACCRUED�PROFITS
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NOTE 7—INVESTMENTS IN EQUITY SECURITIES

(In millions) 2005 ����

%QUITY�METHOD�INVESTMENTS��OWNERSHIP�INTEREST��

� AT�$ECEMBER���������	�

� � )NTELSAT��,TD� $ — ����

� � /THER 41 ��

41 ���

/THER�INVESTMENTS��OWNERSHIP�INTEREST��

� AT�$ECEMBER���������	�

� � )NMARSAT�PLC������	 146 ��

� � /THER 9 �

155 ��

$196 ����

/THER� EQUITY�METHOD� INVESTMENTS� INCLUDE�5NITED� 3PACE�
!LLIANCE�� ,,#� ����� OWNERSHIP� INTEREST	� AND� OTHER� SMALLER�
JOINT�VENTURES�IN�WHICH�THE�#ORPORATION�PARTICIPATES��

)N�������)NMARSAT�6ENTURES��,TD��WAS�ACQUIRED�BY�A�CON
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NOTE 8—DEBT
4HE�#ORPORATION�S� LONG
TERM�DEBT� IS�PRIMARILY� IN� THE� FORM�OF�
PUBLICLY� ISSUED�� FIXED
RATE�AND�VARIABLE
RATE�NOTES�AND�DEBEN

TURES��AS�FOLLOWS�

(In millions) )NTEREST�RATE 2005 ����

.OTES�DUE����������� �������� $ — �� ��

.OTES�DUE���������� ���� 193 ���

-EDIUM�4ERM�.OTES�DUE�����
� ����n���� 41 ��

.OTES�DUE���������� ���� 103 ���

.OTES�DUE����������� ���� 246 ���

$EBENTURES�DUE���������� ����� 150 ���

$EBENTURES�DUE���������� ���� 600 ���

$EBENTURES�DUE���������� ����� 100 ���

$EBENTURES�DUE���������� ��� 200 ���

.OTES�DUE���������� ����� 216 ���

$EBENTURES�DUE���������� ����� 150 ���

$EBENTURES�DUE���������� ���� 423 ���

$EBENTURES�DUE����������� ��� 1,250 �����

#ONVERTIBLE�$EBENTURES��

� DUE���������� ,)"/2�
���� 1,000 �����

$EBENTURES�DUE���������� ���� 300 ���

/THER 14 ��

4,986 �����

,ESS�CURRENT�MATURITIES 202 ��

$ 4,784 �������

)N�THE�FOURTH�QUARTER�OF�������THE�#ORPORATION�REPURCHASED�
����MILLION�OF�OUTSTANDING�LONG
TERM�DEBT�IN�THE�OPEN�MARKET��
4HE�CHARGE�ASSOCIATED�WITH�THOSE�REPURCHASES�WAS�NOT�MATERIAL�
TO�THE�#ORPORATION�S�RESULTS�OF�OPERATIONS�OR�FINANCIAL�POSITION�

)N�THE�FOURTH�QUARTER�OF�������THE�#ORPORATION�COMPLETED�
TENDER� OFFERS� TO� PURCHASE� FOR� CASH� �����MILLION� IN� PRINCIPAL�
AMOUNT�OF�ITS�OUTSTANDING�������NOTES�DUE�*UNE����������AND�
����� MILLION� IN� PRINCIPAL� AMOUNT� OF� ITS� ������ NOTES� DUE�
$ECEMBER����������4HE�#ORPORATION�RECORDED�A�CHARGE��NET�OF�
STATE�INCOME�TAX�BENEFITS��TOTALING������MILLION�IN�OTHER�INCOME�
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
$ECEMBER���������

)N�������THE�#ORPORATION�COMPLETED�THE�PURCHASE�OF�A�TOTAL�
PRINCIPAL� AMOUNT� OF� ����� BILLION� OF� NOTES� AND� DEBENTURES�
THROUGH�A�COMBINATION�OF�TENDER�OFFERS��REDEMPTION�OF�CALLABLE�
DEBENTURES� AND� REPURCHASES� IN� THE� OPEN� MARKET�� 4HE�
#ORPORATION�RECORDED�CHARGES��NET�OF�STATE�INCOME�TAX�BENEFITS��
TOTALING������MILLION�IN�OTHER�INCOME�AND�EXPENSES�RELATED�TO�
THESE�TRANSACTIONS��4HE�CHARGES�REDUCED������NET�EARNINGS�BY�
����MILLION��������PER�SHARE	�

4HE�REGISTERED�HOLDERS�OF������MILLION�OF���
YEAR�DEBEN

TURES�ISSUED�IN������MAY�ELECT��BETWEEN�-ARCH���AND�!PRIL����
������ TO� HAVE� THEIR� DEBENTURES� REPAID�BY� THE�#ORPORATION�ON�
-AY���������

!T� $ECEMBER� ���� ������ THE� #ORPORATION� HAD� IN� PLACE� A�
�����BILLION�REVOLVING�CREDIT�FACILITY�WHICH�EXPIRES�IN�*ULY�������
4HERE�WERE� NO� BORROWINGS� OUTSTANDING� UNDER� THE� FACILITY� AT�
$ECEMBER� ���� ������ "ORROWINGS� UNDER� THE� CREDIT� FACILITY�
WOULD� BE� UNSECURED� AND� BEAR� INTEREST� AT� RATES� BASED�� AT� THE�
#ORPORATION�S�OPTION��ON�THE�%URODOLLAR�RATE�OR�A�BANK�DEFINED�
"ASE�2ATE��%ACH� BANK�S� OBLIGATION� TO�MAKE� LOANS� UNDER� THE�
CREDIT� FACILITY� IS� SUBJECT� TO�� AMONG� OTHER� THINGS�� THE�
#ORPORATION�S�COMPLIANCE�WITH�VARIOUS�REPRESENTATIONS��WAR

RANTIES�AND�COVENANTS��INCLUDING�COVENANTS�LIMITING�THE�ABIL

ITY� OF� THE� #ORPORATION� AND� CERTAIN� OF� ITS� SUBSIDIARIES� TO�
ENCUMBER� ASSETS� AND� A� COVENANT� NOT� TO� EXCEED� A�MAXIMUM�
LEVERAGE�RATIO��

4HE�#ORPORATION�S�SCHEDULED�LONG
TERM�DEBT�MATURITIES�FOR�
THE�FIVE�YEARS�FOLLOWING�$ECEMBER����������ARE�������MILLION�
IN�����������MILLION�IN������������MILLION�IN������������MIL

LION�IN����������MILLION�IN�������AND��������MILLION�THEREAFTER�

4HE�ESTIMATED� FAIR�VALUES�OF� THE�#ORPORATION�S� LONG
TERM�
DEBT� INSTRUMENTS� AT�$ECEMBER� ���� ����� AGGREGATED� APPROXI
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!S�PART�OF�THE�SHARE�REPURCHASE�PROGRAM��THE�#ORPORATION�
MAY�FROM�TIME
TO
TIME�ENTER�INTO�STRUCTURED�SHARE�REPURCHASE�
TRANSACTIONS�WITH�FINANCIAL�INSTITUTIONS��4HESE�AGREEMENTS�GEN

ERALLY� REQUIRE� AN� UP
FRONT� CASH� PAYMENT� IN� EXCHANGE� FOR� THE�
RIGHT�TO�RECEIVE�SHARES�OF�,OCKHEED�-ARTIN�S�COMMON�STOCK�OR�
CASH� AT� THE� EXPIRATION� OF� THE� AGREEMENT�� DEPENDENT� UPON� THE�
CLOSING�PRICE�OF� THE� COMMON� STOCK� AT� THE�MATURITY�DATE��4HE�
#ORPORATION�ENTERED�INTO�SEVERAL�SUCH�TRANSACTIONS�DURING������
WHICH��IN�THE�AGGREGATE��REQUIRED�UP
FRONT�CASH�PAYMENTS�TOTAL

ING������MILLION��"ASED�ON� THE� CLOSING�PRICE� OF� ITS� COMMON�
STOCK�ON� THE�MATURITY�DATES�OF� THE�AGREEMENTS��CERTAIN�OF� THE�
TRANSACTIONS�RESULTED�IN�THE�#ORPORATION�REPURCHASING�����MIL

LION� SHARES� OF� COMMON� STOCK� AT� A� TOTAL� COST� OF� �����MILLION��
4HESE�AMOUNTS�ARE�INCLUDED�IN�THE�TOTAL�SHARE�REPURCHASE�FIG

URES� INCLUDED� IN� THE� PREVIOUS� PARAGRAPH�� 4HE� #ORPORATION�
RECEIVED� ITS� UP
FRONT� CASH� PAYMENT� PLUS� A� PREMIUM� FOR� THE�
REMAINING�TRANSACTIONS�THAT�DID�NOT�RESULT�IN�THE�REPURCHASE�OF�
SHARES�� 4HERE� WERE� NO� SUCH� TRANSACTIONS� OUTSTANDING� AT�
$ECEMBER�����������

NOTE 12—STOCK-BASED COMPENSATION
)N�!PRIL�������THE�STOCKHOLDERS�APPROVED�THE�,OCKHEED�-ARTIN�
!MENDED� AND�2ESTATED� ����� )NCENTIVE� 0ERFORMANCE�!WARD�
0LAN� �THE�!WARD�0LAN	��5NDER� THE�!WARD�0LAN�� EMPLOYEES�OF�
THE�#ORPORATION�MAY�BE�GRANTED�STOCK
BASEEE�TATE
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4HE�!WARD�0LAN� AND� THE�$IRECTORS� 0LAN�� AS�WELL� AS� THE�
NUMBER�OF� SHARES�OF�,OCKHEED�-ARTIN� COMMON�STOCK�AUTHO

RIZED� FOR� ISSUANCE�UNDER� THESE� PLANS�� HAVE�BEEN� APPROVED�BY�
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$EFINED�"ENEFIT�

0ENSION�0LANS

2ETIREE�-EDICAL

AND�,IFE��

)NSURANCE�0LANS

(In millions) 2005 ���� 2005 ����

CHANGE IN PLAN ASSETS

&AIR�VALUE�OF�PLAN�ASSETS��

� AT�BEGINNING�OF�YEAR $22,139 ������� $ 1,480 �� �����

!CTUAL�RETURN�ON��

� PLAN�ASSETS 1,570 ����� 125 ���

"ENEFITS�PAID (1,331) ������	 (369) ����	

#ORPORATION�S��

� CONTRIBUTIONS 1,054 ��� 181 ���

0ARTICIPANTS��CONTRIBUTIONS — � 104 ��

&AIR�VALUE�OF�PLAN�ASSETS��

� AT�END�OF�YEAR $23,432 ������� $ 1,521 �� �����

5NFUNDED�STATUS�OF��

� THE�PLANS $ (4,989) ��������	 $ (1,995) ��������	

5NRECOGNIZED�NET��

� ACTUARIAL�LOSSES 6,616 ����� 882 �����

5NRECOGNIZED�PRIOR��

� SERVICE�COST 492 ��� (164) ���

.ET�AMOUNT�RECOGNIZED $ 2,119 �� ����� $ (1,277) ��������	

AMOUNTS RECOGNIZED IN  

 THE CONSOLIDATED  

 BALANCE SHEET

0REPAID�ASSETS $ 1,360 �� ����� $ — �� �

!CCRUED�LIABILITIES (2,097) ������	 (1,277) ������	

)NTANGIBLE�ASSET 476 ��� — �

!CCUMULATED�OTHER��

� COMPREHENSIVE�LOSS��

� RELATED�TO�MINIMUM��

� PENSION�LIABILITY 2,380 ����� — �

.ET�AMOUNT�RECOGNIZED $ 2,119 �� ����� $ (1,277) ��������	

4HE� PROJECTED� BENEFIT� OBLIGATIONS� �0"/	� FOR� THE�
#ORPORATION�S�MORE� SIGNIFICANT� DEFINED�BENEFIT� PENSION�PLANS�
EXCEEDED� THE� FAIR� VALUE�OF� THE� PLANS�� ASSETS� AT�$ECEMBER� ����
�����AND�������AS�REFLECTED�IN�THE�TABLE�ABOVE��

!T�BOTH�$ECEMBER����������AND������� THE�#ORPORATION�S�
CONSOLIDATED� BALANCE� SHEET� INCLUDED� PRETAX� ADDITIONAL�MINI

MUM�PENSION�LIABILITIES�OF������BILLION�RELATED�TO�CERTAIN�OF�ITS�
DEFINED�BENEFIT�PENSION�PLANS��4HIS�LIABILITY�IS�CALCULATED�ON�A�
PLAN
BY
PLAN�BASIS��AND�IS�REQUIRED�IF�THE�ACCUMULATED�BENEFIT�
OBLIGATION��!"/	�OF�THE�PLAN�EXCEEDS�THE�FAIR�VALUE�OF�THE�PLAN��
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
$ECEMBER���������

NOTE 14—LEASES
4OTAL�RENTAL�EXPENSE�UNDER�OPERATING�LEASES�WAS������MILLION��
����� MILLION� AND� ����� MILLION� FOR� ������ ����� AND� ������
RESPECTIVELY�

&UTURE� MINIMUM� LEASE� COMMITMENTS� AT� $ECEMBER� ����
����� FOR� ALL� OPERATING� LEASES� THAT� HAVE� A� REMAINING� TERM�OF�



PAGE 67

Lockheed Martin Corporation

/N� *UNE� ���� ������,OCKHEED�-ARTIN� FILED� A� CIVIL� COM

PLAINT� IN� THE� 5NITED� 3TATES� $ISTRICT� #OURT� FOR� THE� -IDDLE�
$ISTRICT� OF�&LORIDA� IN�/RLANDO� AGAINST�4HE�"OEING�#OMPANY�
�"OEING	� AND� VARIOUS� INDIVIDUALS�� /N� -AY� ���� ������ THE�
#ORPORATION� FILED� AN� AMENDED� AND� SUPPLEMENTAL� COMPLAINT��
WHICH�PRESENTLY�ALLEGES�THAT�THE�DEFENDANTS�SOLICITED��ACQUIRED�
AND� USED�,OCKHEED�-ARTIN�S� PROPRIETARY� INFORMATION� DURING�
THE�COMPETITION�FOR�AWARDS�UNDER�THE�5�3��!IR�&ORCE�S�%VOLVED�
%XPENDABLE�,AUNCH�6EHICLE� �%%,6	�PROGRAMS� AND�OTHERS� IN�
VIOLATION�OF�&EDERAL�AND�STATE�LAWS��/N�!UGUST����������"OEING�
FILED� A� SIX
COUNT� COUNTERCLAIM��4HE� COUNTERCLAIM�ALLEGES� TOR

TIOUS�INTERFERENCE�WITH�BUSINESS�AND�CONTRACT��UNFAIR�AND�DECEP

TIVE� TRADE� PRACTICES� UNDER� &LORIDA� LAW�� AND� FALSE� ADVERTISING�
UNDER�THE�,ANHAM�!CT��BASED�ON�THE�#ORPORATION�S�PURPORTED�
DISCLOSURE�TO�THE�5�3��!IR�&ORCE�AND�THE�GOVERNMENT�OF�"OEING�S�
POSSESSION� AND� USE� OF�,OCKHEED�-ARTIN�S� DOCUMENTS� IN� THE�
%%,6�AND�OTHER�COMPETITIONS��)N�CONNECTION�WITH�THE�PROPOSED�
FORMATION� OF�5NITED�,AUNCH�!LLIANCE� �SEE�.OTE� �	��"OEING�
AND� ,OCKHEED� -ARTIN� HAVE� AGREED�� SIMULTANEOUS� WITH� THE�
CLOSING�OF�THE�TRANSACTION��THAT�THEY�WILL�IMMEDIATELY�DISMISS�
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s�  Space Systems—%NGAGED� IN� THE� DESIGN�� RESEARCH�� DEVEL

OPMENT��ENGINEERING�AND�PRODUCTION�OF�SATELLITES��STRATEGIC�
AND� DEFENSIVE�MISSILE� SYSTEMS� AND� LAUNCH� SERVICES��4HE�
3ATELLITE�PRODUCT�LINE�INCLUDES�BOTH�GOVERNMENT�AND�COM

MERCIAL�SATELLITES��3TRATEGIC���$EFENSIVE�-ISSILE�3YSTEMS�
INCLUDE� AIRBORNE� AND� MISSILE� DEFENSE� TECHNOLOGIES� AND�
FLEET�BALLISTIC�MISSILES��,AUNCH�3ERVICES�INCLUDE�LAUNCHES�
ON� !TLAS�� 0ROTON�� AND� 4ITAN� LAUNCH� VEHICLES�� AND� ALSO�
INCLUDE�THE�3PACE�3HUTTLE�S�EXTERNAL�TANK��

s� �Integrated Systems & Solutions—%NGAGED� IN� THE�DESIGN��
RESEARCH�� DEVELOPMENT�� INTEGRATION� AND� MANAGEMENT� OF�
NET
CENTRIC� SOLUTIONS� SUPPORTING� THE� COMMAND�� CONTROL��
COMMUNICATIONS�� COMPUTERS�� INTELLIGENCE�� SURVEILLANCE�
AND� RECONNAISSANCE� �#�)32	� ACTIVITIES� OF� THE� 5�3��
$EPARTMENT� OF� $EFENSE� �$O$	�� INTELLIGENCE� AGENCIES��
OTHER�FEDERAL�AGENCIES�AND�ALLIED�COUNTRIES��)3�3�PROVIDES�
TECHNOLOGY��FULL�LIFE
CYCLE�SUPPORT�AND�HIGHLY�SPECIALIZED�
TALENT� IN� THE� AREAS� OF� SOFTWARE� AND� SYSTEMS� ENGINEERING��
INCLUDING� EXPERTISE� IN� SPACE�� AIR� AND� GROUND� SYSTEMS��
)3�3�SERVES�AS�THE�#ORPORATION�S�FOCAL�POINT�FOR�CUSTOM

ERS�WITH� JOINT� AND� NET
CENTRIC� OPERATIONS� REQUIRING� OVER

ARCHING� ARCHITECTURES�� HORIZONTAL� SYSTEMS� INTEGRATION��
SOFTWARE� DEVELOPMENT�� AND� INTER
CONNECTED� CAPABILITIES�
FOR�THE�GATHERING��PROCESSING��STORAGE�AND�DELIVERY�OF�ON

DEMAND� INFORMATION� FOR�MISSION�MANAGEMENT��MODELING�
AND� SIMULATION�� AND� LARGE
SCALE� SYSTEMS� INTEGRATION�� )N�
THAT�ROLE��)3�3�OPERATES�THE�#ENTER�FOR�)NNOVATION��A�STATE

OF
THE
ART�FACILITY�FOR�MODELING�AND�SIMULATION�

s�  Information & Technology Services—%NGAGED� IN�A�WIDE�
ARRAY�OF�INFORMATION�TECHNOLOGY��)4	��)4
RELATED��AND�OTHER�
TECHNOLOGY�SERVICES�TO�FEDERAL�AGENCIES�AND�OTHER�CUSTOM

ERS��-AJOR�PRODUCT�LINES�INCLUDE��)4�INTEGRATION�AND�MAN

AGEMENT�� ENTERPRISE� SOLUTIONS�� APPLICATION� DEVELOPMENT��
MAINTENANCE�� AND� CONSULTING� FOR� STRATEGIC� PROGRAMS� FOR�
THE� $O$� AND� CIVIL� GOVERNMENT� AGENCIES�� AIRCRAFT� AND�
ENGINE�MAINTENANCE� AND�MODIFICATION� SERVICES��MANAGE

MENT��OPERATION��MAINTENANCE�� TRAINING�AND�LOGISTICS�SUP

PORT�FOR�MILITARY��HOMELAND�SECURITY�AND�CIVILIAN�SYSTEMS��
LAUNCH��MISSION�AND�ANALYSIS�SERVICES�FOR�MILITARY��CLASSI

FIED� AND� COMMERCIAL� SATELLITES�� ENGINEERING�� SCIENCE� AND�
INFORMATION� SERVICES� FOR� THE� .ATIONAL� !ERONAUTICS� AND�
3PACE�!DMINISTRATION��.!3!	��AND�RESEARCH��DEVELOPMENT��
ENGINEERING� AND� SCIENCE� IN� SUPPORT� OF� NUCLEAR� WEAPONS�
STEWARDSHIP�AND�NAVAL�REACTOR�PROGRAMS�

Selected Financial Data by Business Segment

(In millions) 2005 ���� ����

NET SALES

!ERONAUTICS $ 11,672 �������� ��������

%LECTRONIC�3YSTEMS 10,580 ����� �����

3PACE�3YSTEMS 6,820 ����� �����
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Selected Financial Data by Business Segment (continued)

(In millions) 2005 ���� ����

DEPRECIATION AND AMORTIZATION  

 OF PROPERTY, PLANT AND  

 EQUIPMENT

!ERONAUTICS $ 130 �� ��� �� ��

%LECTRONIC�3YSTEMS 182 ��� ���

3PACE�3YSTEMS 134 ��� ���

)NTEGRATED�3YSTEMS���3OLUTIONS 44 �� ��

)NFORMATION���4ECHNOLOGY�3ERVICES 14 �� ��

� 4OTAL�BUSINESS�SEGMENTS 504 ��� ���

#ORPORATE�ACTIVITIES 51 �� ��

$ 555 �� ��� �� ���

AMORTIZATION OF PURCHASED  

 INTANGIBLES

!ERONAUTICS $ 50 �� �� �� ��
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Lockheed Martin Corporation

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
$ECEMBER���������

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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Lockheed Martin Corporation

CORPORATE DIRECTORY
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BOARD OF DIRECTORS
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Former Under Secretary of Defense
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Chief Executive Officer 

The Black & Decker Corporation
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4HIS� !NNUAL� 2EPORT� CONTAINS� STATEMENTS� WHICH�� TO� THE� EXTENT� THAT� THEY� ARE� NOT� RECITATIONS� OF� HISTORICAL� FACT�� CONSTITUTE��
FORWARD
LOOKING� STATEMENTS�WITHIN� THE�MEANING� OF� THE� FEDERAL� SECURITIES� LAWS��4HE�WORDS� hBELIEVE�v� hESTIMATE�v� hANTICIPATE�v��
hPROJECT�v�hINTEND�v�hEXPECT�v�hPLAN�v�hOUTLOOK�v�hFORECASTv�AND�SIMILAR�EXPRESSIONS�ARE�INTENDED�TO�IDENTIFY�FORWARD
LOOKING�STATE

MENTS��.UMEROUS�FACTORS��INCLUDING�POTENTIALLY�THE�FOLLOWING�FACTORS��COULD�AFFECT�THE�#ORPORATION�S�FORWARD
LOOKING�STATEMENTS�
AND�ACTUAL�PERFORMANCE��THE�AVAILABILITY�OF�GOVERNMENT�FUNDING�FOR�OUR�PRODUCTS�AND�SERVICES�BOTH�DOMESTICALLY�AND�INTERNATION

ALLY��CHANGES�IN�GOVERNMENT�AND�CUSTOMER�PRIORITIES�AND�REQUIREMENTS��INCLUDING�CHANGES�TO�RESPOND�TO�$EPARTMENT�OF�$EFENSE�
REVIEWS��#ONGRESSIONAL�ACTIONS��BUDGETARY�CONSTRAINTS��COST
CUTTING�INITIATIVES��TERRORIST�THREATS�AND�HOMELAND�SECURITY	��THE�IMPACT�
OF�CONTINUED�MILITARY�OPERATIONS� IN� )RAQ�AND�!FGHANISTAN�AND�SPENDING� FOR�DISASTER� RELIEF�ON� FUNDING� FOR�EXISTING�DEFENSE�PRO

GRAMS�� THE�AWARD�OR� TERMINATION�OF�CONTRACTS��DIFFICULTIES� IN�DEVELOPING�AND�PRODUCING�OPERATIONALLY�ADVANCED� TECHNOLOGY�SYS

TEMS�� THE� TIMING� AND� CUSTOMER� ACCEPTANCE� OF� PRODUCT� DELIVERIES�� PERFORMANCE� ISSUES�WITH� KEY� SUPPLIERS�� SUBCONTRACTORS� AND�
CUSTOMERS��RETURN�ON�PENSION�PLAN�ASSETS�� INTEREST�AND�DISCOUNT�RATES��AND�OTHER�CHANGES�THAT�MAY�IMPACT�PENSION�PLAN�ASSUMP

TIONS��CHARGES�FROM�ANY�FUTURE�IMPAIRMENT�REVIEWS�THAT�MAY�RESULT�IN�THE�RECOGNITION�OF�LOSSES��AND�A�REDUCTION�IN�THE�BOOK�VALUE�
OF�GOODWILL�OR�OTHER� LONG
TERM�ASSETS�� THE� FUTURE� IMPACT�OF� LEGISLATION�OR�CHANGES� IN�ACCOUNTING�OR� TAX�RULES�� INTERPRETATIONS�OR�
PRONOUNCEMENTS��THE�FUTURE�IMPACT�OF�ACQUISITIONS�OR�DIVESTITURES��JOINT�VENTURES�OR�TEAMING�ARRANGEMENTS��THE�OUTCOME�OF�LEGAL�
PROCEEDINGS�AND�OTHER�CONTINGENCIES��INCLUDING�LAWSUITS��GOVERNMENT�INVESTIGATIONS�OR�AUDITS��GOVERNMENT�OR�REGULATORY�APPROVALS��
AND�ENVIRONMENTAL�REMEDIATION�EFFORTS	��THE�COMPETITIVE�ENVIRONMENT�FOR�THE�#ORPORATION�S�PRODUCTS�AND�SERVICES��AND�ECONOMIC��
BUSINESS�AND�POLITICAL�CONDITIONS�DOMESTICALLY�AND�INTERNATIONALLY��

&OR�A�DISCUSSION�IDENTIFYING�ADDITIONAL�IMPORTANT�FACTORS�THAT�COULD�CAUSE�ACTUAL�RESULTS�TO�VARY�MATERIALLY�FROM�THOSE�ANTICI

PATED�IN�THE�FORWARD
LOOKING�STATEMENTS��SEE�THE�#ORPORATION�S�FILINGS�WITH�THE�3%#�INCLUDING��BUT�NOT�LIMITED�TO��THE�DISCUSSION�OF�
h'OVERNMENT�#ONTRACTS�AND�2EGULATIONv�AND�h2ISK�&ACTORSv�ON�PAGE����AND�ON�PAGES����THROUGH����OF�THE�#ORPORATION�S�!NNUAL�
2EPORT�ON�&ORM���
+�FOR�THE�YEAR�ENDED�$ECEMBER�����������&ORM���
+	��h-ANAGEMENT�S�$ISCUSSION�AND�!NALYSIS�OF�&INANCIAL�
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