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Financial Highlights

(In millions, except per share data and number of employees) 2000 1999
Net sales $25,329 $25,530
Operating profit 1,205 2,009
Operating profit before amortization of intangibles 1,655 2,449
Net (loss) earnings (519) 382
Diluted (loss) earnings per share (1.29) .99

Pro forma diluted earnings per share excluding
nonrecurring and unusual items 1.07

Cash dividends per common share 44 .88 .82
Total assets 30,349 30,261 28,744
Shortterm borrowings 12 475 1,043
Long-term debt (including current maturities) 9,947 11,479 9,843

Stockholders’ equity 7,160 6,361 6,137

Negotiated backlog $56,424 $45,913 $45,345

Employees 130,000 147,000 165,000

Note: For a discussion of nonrecurring and unusual items and other matters affecting the comparability of the
information presented above, refer to Management’s Discussion and Analysis of Financial Condition and
Results of Operations on pages 23 through 41 of this Annual Report.
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On The Cover: In a world that increasingly demands information superiority, Lockheed Martin applies its advanced technologies as well as the commitment of its talented and
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Lockheed Martin Applies lts Vision, lts Purpose And lts Values To Customer Priorities

Our Values:  « Ethics

Achieving Results Through. ..

e Leadership And Teamwork
Commitment Of Our People To Our Customers
Excellence As A Premier Systems Integrator
Innovation In Technology And Business
Partnerships Worldwide
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Dear Fellow Shareholder:
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Our customers in the Department of Defense, NASA,
other agencies of the federal government, governments
worldwide, and a variety of commercial customers depend
on products that perform. For our customers who defend

the peace, who rely on mission critical systems, or



Evolving With Customer Priorities

As a world-class advanced-technology
systems integrator, we are continually
improving on performance with

innovations in science and technology.

For our customers who defend the peace, who rely on
mission critical systems, or depend on large information
networks—performance is key.
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Lockheed Martin is committed to excellence—t@.he
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the company that customers around the world trust most

-’T | i . - __‘ TR ¥ to work with them on their vitally important projects. Our ==

IH‘*'

vision recognizes that our core expertise is systems inte-

3 ; . | o
gration—working with governments and commercial

customers worldwide to help accomplish their goals.

Our Department of Defense customers know that in
peace and in conflict, information superiority is critical. In
2000, the U.S. Air Force selected Lockheed Martin to
modernize the command and control architectures for
NORAD (North American Aerospace Defense) and W.S.
Space Command. The result: a complete integrated view
of America’s airspace for those who defend it. In 2000,
Lockheed Martln Hughes Space and Communlcatlo
and TRW Inc formed a National Team to build the
Department of Defense’s next generation of highly secure
communication satellites known as the Advanced Extremely
High Frequency system. In addition, the U.S. Navy chose
Lockheed Martin last year to provide a variety of logistics l_.-il

information management support services at 12 sites for

the Naval Air Systems Command.
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Lockheed Martin trains astronauts for future missions to the International Space Station.
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Lockheed Martin Corporation
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CONSOLIDATED STATEMENT OF STOCKHOLDERS’ EQUITY

Lockheed Martin Corporation

Accumulated
Additional Unearned Other Total
Common Paid-In Retained ESOP Comprehensive  Stockholders’ | Comprehensive

(In millions, except per share data) Stock Capital Earnings Shares Loss Equity Income (Loss)
Balance at December 31, 1997 $194 $ 25 $5,173 $(216) $ — $5,176
Net earnings — — 1,001 — — 1,001 $1,001
Common stock dividends declared

($.82 per share) — — (310) — — (310) —
Stock awards and options,

and ESOP activity 2 204 — 34 — 240 —
Stock issued for acquisitions — 38 — — — 38 —
Other comprehensive loss — — — — (8) (8) (8)
Two-for-one stock split 197 (197) — — — — —
Balance at December 31, 1998 393 70 5,864 (182) (8) 6,137 $ 993
Net earnings — — 382 — — 382 $ 382
Common stock dividends declared

($.88 per share) — — (345) — — (345)
Stock awards and options,

and ESOP activity 5 152 — 32 — 189 —
Other comprehensive loss — — — — (2 (2) 2
Balance at December 31, 1999 398 222 5,901 (150) (20) 6,361 $ 380
Net loss — — (519) — — (519) $ (519)
Common stock dividends declared

($.44 per share) — — (183) — — (183) —
Stock awards and options,

and ESOP activity 6 177 — 35 — 218 —
Stock issued in COMSAT Merger 27 1,319 — — — 1,346 —
COMSAT stock options assumed — 71 — — — 71 —
Other comprehensive loss — — — — (134) (134) (134)
Balance at December 31, 2000 $431 $1,789  $5,199  $(115) $(144) $7,160 $ (653)

See accompanying Notes to Consolidated Financial Statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Lockheed Martin Corporation
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Note 6—Receivables
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Note 9—Investments in Equity Securities
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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Lockheed Martin Corporation

(Continued)
ne /. n®ddivn v T id ed g inggy nig, & (in millions) 2000 1999 1998
sey o" ‘5/ - inve  eng Inpin vey & - e pin- Depreciation and amortization
T o el in e ”‘25% - P, pe en *nd o5 neytwn $183 $223 $ 244
o m  Im #em e 152 165 185
en-My e/ »e!"‘ Ivile s e 2 2 s % s
r s Ae,/r.i, s 88 82 74
G o7 ae a,dOhe/ Ny des -y *e’nd P ALK .‘e Sl :a 0 evi g 1]1: ]g 15
4 Q 3 IIF 4 l‘s
mgn sevie mes"g o me. n®ddiwn, Pseg er. et ﬁlnf o 35 40 59
Ny des -&Cy b wng P,a I%rl% ne s g ”"‘ss $518 $529 $ 569
et Vs CbSetTme. Amortization of
Selec ed Fiyau cial Daa b By ine. Segh intangible assets
" 4S5 29T oses ne tun $ 245 $276  $273
(In millions) 2000 1999 1998 5 ey s e . 56 57 60
\
Net sales Aer/n‘ s 81 80 80
o5 e eyl v $9647 $ 9570 $ 9,334 e oevig 18 18 18
s el e " 7127 7,209 8,600 @-vs eeil y nitun 49 8
Aegry vy ! 4,885 5499 5459 G pSecnd 4 ! 1 5
e g ey 8 2,318 2,261 1,935 $ 450 $440 $ 436
e, ee v NS oW 766 389 251 o -
Coop # os i g 586 602 6g7 ~ Eauity inearnings of
‘ equity investees
$25329 $25530 $26,266  , (e ne ’ wn $ (16) $ $ ¢
m
Operating profit (loss) o Mes s © & 40 35 25
oses ne fwn $ 583 $ 880 $ 858  Aegry iy -
sl e 416 561 1,045 &g oemiy 7
Aepry 15 343 247 649  @ss eey ni’m"" Wiy 29 (17)
& serie 126 137 135 Crpppetnd T4 - 8
e, ‘ee”n?mm Wy (215) (97) (4) $ 60 $ 18 $ 39
Crpbre o (48) 281 (161) Nonrecurring and unusual items
$1205 § 2009 § 2,522 included in operating
Intersegment revenue profit (loss)
sses ne fwn $ 472§ 470 $ 630 oo Megy wn $(304) $ 13 $ 4
> ¥ el s 64 135 77 o Wes s 25 21
Aoty T ‘ 78 88 60 Aerrw s —
&b sevie 713 641 507 €M oevig (34)
Q©Q,0 eey r#nn AN 38 17 6 Cs -ee/ nfmm AN (17)
Coop et MM g, 48 47 40 Cpletmi™ma (109) 215 (166)
$1,413 $ 1,398 $ 1,320 $(539) $249 $(162)
Expenditures for property,
plant and equipment
> e r.egr' ”h $185 $214 $ 201
> Wies s e s 126 136 290
Aesnt 1, | 89 123 100
e/»r!)/g oervn e 14 24 25
Q€Q/ eey v TR 42 89 1
Coop b e MMM g a4 83 80
$ 500 $669 $ 697
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De e +e. 31,2000
Im

(In millions) 2000 1999 1998 (In millions) 2000 1999 1998
Assets(@) Foreign governments(@)()
o€ neywn $ 9,758 $12,209 $12,307 ose s neslwn $2231 $ 2125 $ 2075
s el e 5500 6,060 6,356 o el e 79 188 119
Aepry 15 3173 3,206 3,593 Aegry iy 2,061 2,501 2,721
e Hﬁ/aoervn e 1,435 1,484 1,421 e Hﬁigoervn e 116 106 97
e, TR Iy 4,616 2,145 71 e, SN ry 1
Coompe® ﬁ‘"{‘m» & 5,867 5,157 4,996 Coowre® ﬁwm»e!' 1 1
$30,349 $30,261  $28,744 $ 4489 $ 4,920 $ 5,013
Customer advances and amounts Commercial(®)
in excess of costs incurred(®) >ses nelwn $ 561 $§ 428 $ 418
oses netwn $ 899 $1039 § 756 o, #ieS e 1,194 967 1,437
> el ses 2,012 2,553 2,136 Aegry iy | 40 19 32
Aer/n., Mg 1,636 899 1,052 e -ty - ervn e 91 122 120
@ ﬂ?agaervn% 16 31 30 e, eay ¥ ni® wrs 652 374 251
LTI 202 132 2 Com e MM g 585 602 686
. m 4
Copp e T g, 15 ! 36 $3123 $ 2,512 $ 2,944
$ 4780 $ 4,655 $ 4,012

(@) The Corporation has no significant long-lived assets located in

foreign countries.

(b) At December 31, 2000, customer advances and amounts
in excess of costs incurred in the Space Systems segment
included approximately $900 million for commercial launch
vehicles and related services (approximately $409 million of
which related to launch vehicles and services from Russian
manufacturers) and approximately $650 million for the manu-
facture of commercial satellites (of which approximately $65
million is refundable to various customers at each customer’s
discretion). Customer advances and amounts in excess of costs
incurred in the Aeronautics segment included approximately
$866 million related the F-16 fighter aircraft program (approx-
imately $510 million of which related to a contract with the

United Arab Emirates).

Ne Sale b Cy7 he-Caeg -

(In millions) 2000 1999 1998
U.S. Government
>ges n gr‘ ”n $ 685 $ 7017 $ 6,841
o Mied s e s 5,854 6,054 7,044
Ae,md i 2,784 2,979 2,706
& seig 2,111 2,033 1,718
.-io eay n e A 113 15
Gl e H‘"fm & —
$17,717 $18,098 $18,309

(a) Sales made to foreign governments through the U.S. Govern-
ment are included in the foreign governments category above.

(b) Export sales, included in the foreign governments and commer-
cial categories above, were approximately $6.4 billion, $5.7
billion and $6.1 billion in 2000, 1999 and 1998, respectively.

Note 18—Summary of Quarterly Information (Unaudited)

. 2000 Quarters

(In millions, except
per share data) Firsttl  Secondc  Thirdld  Fourthle)
Net sales $5,562  $6,212  $5960  $7,595
Earnings from operations 313 428 408 465
Earnings (loss) before

extraordinary item 54 42 (704) 184
Net earnings (loss) 54 42 (704) 89
Diluted earnings (loss)

per share before

extraordinary item(@) 14 11 (1.74) A4
Diluted earnings

(loss) per sharela 14 1 (1.74) 21
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(In millions, except 1999 % ®s
per share data) Fig 0 sasndly T LA
Yete $6,188  $6,203 $6,157  $6,982
[ Ming t‘( . I 487 131 488 559
B pingg (5] oe's
Yoy iveete 4
T e T 268 y 217 293
e (s5s) € ing (87) (@) 217 293
Dy ede’ Milg (#ss)
P e ee” &
QJ *iwveee sf
T e n g nng 70 (.11) 57 76
Dy ed (’_ss) e ming
fe e (23)  (11) .57 76

(@)

The sum of the diluted earnings (loss) per share amounts for
the four quarters of 2000 does not equal the related amounts
included in the Consolidated Statement of Operations for the
year ended December 31, 2000 due to the impact of the
issuance of 27.5 million shares of the Corporation’s common
stock to consummate the Merger with COMSAT (see Note 2).
In addition, the quarterly earnings per share impact of individ-
ual items discussed in notes (b) through (e) below may not
equal the earnings per share impact of such items for the year
ended December 31, 2000 as disclosed elsewhere in this
Annual Report due to the impact of the issuance of shares to
consummate the Merger with COMSAT.

Net earnings for the first quarter of 2000 include gains from
sales of surplus real estate and losses from portfolio shaping
activities. On a combined basis, these nonrecurring and
unusual items increased net earnings for the first quarter

by $6 million, or $.02 per diluted share.

Net earnings for the second quarter of 2000 include the fol-
lowing nonrecurring and unusual items: a charge related

to the Corporation’s guarantee of certain indebtedness of
Globalstar which reduced net earnings for the quarter by $91
million, or $.23 per diluted share; a favorable adjustment of
$21 million, or $.05 per diluted share, related to the reversal
of a portion of the previously recorded charge for the shut-
down of CalComp. In addition, net earnings included a favor-
able adjustment related to the Titan IV launch vehicle program
which increased net earnings by $31 million, or $.08 per
diluted share.

Net loss for the third quarter of 2000 includes the following
nonrecurring and unusual items: an impairment loss related to
the Corporation’s decision to sell its AES businesses which
negatively impacted the net loss by $980 million, or $2.42
per diluted share; a gain from the Corporation’s sale of its
Control Systems business which favorably impacted the net
loss by $180 million, or $.44 per diluted share; and a net loss
of $19 million, or $.04 per diluted share, related to portfolio
shaping activities and sales of surplus real estate.

Net earnings for the fourth quarter of 2000 include the follow-
ing nonrecurring and unusual items: an adjustment to reduce
the impairment loss recorded related to the sale of the AES

(Continued)

businesses which increased net earnings by $102 million, or
$.24 per diluted share; an impairment charge related to the
Corporation’s investment in ACeS which reduced net earnings
by $77 million, or $.18 per diluted share; an extraordinary
loss on the early extinguishment of debt which reduced net
earnings by $95 million, or $.23 per diluted share and portfo-
lio shaping activities and sales of surplus real estate which, on
a combined basis, increased net earnings by $2 million. Net
earnings also includes charges related to the Atlas launch vehi-
cle program which decreased net earnings by $31 million, or
$.07 per diluted share.

Net loss for the first quarter of 1999 includes the following
nonrecurring and unusual items: a gain from the Corporation’s
sale of 4.5 million of its shares of L-3 as part of a secondary
public offering by L-3 which favorably impacted the net loss by
$74 million, or $.19 per diluted share; and the effect of the
Corporation’s adoption of SOP No. 98-5 pertaining to the
costs of start-up activities which resulted in the recognition of

a cumulative effect adjustment that negatively impacted the

net loss by $355 million, or $.93 per diluted share.

Net loss for the second quarter of 1999 includes the effects

of negative adjustments related to changes in estimate on the
C-130J airlift aircraft program due to cost growth and a reduc-
tion in production rates, based on a current evaluation of the
program’s performance. These adjustments, net of state income
tax benefits, negatively impacted (loss) earnings before income
taxes and cumulative effect of change in accounting by $197
million, and increased the net loss by $128 million, or $.33
per diluted share. Net loss for the second quarter also includes
the effects of negative adjustments related to changes in esti-
mate on the Titan IV program due to reduced award and incen-
tive fees resulting from the Titan IV launch failure on April 30,
1999 as well as a more conservative assessment of future pro-
gram performance. These adjustments, net of state income tax
benefits, negatively impacted (loss) earnings before income
taxes and cumulative effect of change in accounting by $84
million, and increased the net loss by $54 million, or $.14
per diluted share. Also, net earnings for the second quarter

of 1999 include a nonrecurring and unusual item related to
portfolio shaping activities which increased the net loss by
$12 million, or $.03 per diluted share.

Net earnings for the third quarter of 1999 include nonrecurring
and unusual items related to gains from the sale of surplus
real estate and a net gain associated with sales of various non-
core businesses and investments and other portfolio shaping
items. On a combined basis, these nonrecurring and unusual
items increased net earnings by $34 million, or $.09 per
diluted share.

Net earnings for the fourth quarter of 1999 include the follow-
ing nonrecurring and unusual items: a gain from the Corpora-
tion’s sale of its remaining interest in L-3, which increased net
earnings by $27 million, or $.07 per diluted share; and gains
related to the Corporation’s sale of surplus real estate and a
net gain associated with sales of various non-core businesses
and investments and other portfolio shaping items which, on a
combined basis, increased net earnings by $39 million, or
$.10 per diluted share.
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(In millions, except per share data) 2000!a) 1999(s 1998() 199714 1996(e)
Operatlng Results
e’ % $25,329 $25,530 $26,266 $28,069 $26,875
c;s . 5‘ o 23,715 23,865 23,914 25,772 24,594
‘ ‘rnn. e 1,614 1,665 2,352 2,297 2,281
¥ s .r.:‘; A% ide e, (409) 344 170 482 452
1,205 2,009 2,522 2,779 2,733
nea e fene 919 809 861 842 700
E* I,r.m eV e/ e es e /‘rcln. rle
% y * e AN T e it nn " 286 1,200 1,661 1,937 2,033
ne ‘e 1 ferg e 710 463 660 637 686
(/55 ]l“el' Mihg ey ee &yodin® o re ®nd
3, y * meels ST e g (424) 737 1,001 1,300 1,347
r /‘r In® r |e (95)
Q v ' ve es T - e in g hing — (355)
e (rg) o ing $ (5190 $ 382 $ 1,001 $ 1,300 $ 1,347
(Loss) Earnings Per Common Share
B b
Be/,ee Feodnt e ‘nclg y *iyvees 4°
v »/'h em®iig n |r.g m $ (1.05) $ 1.93 $ 2.66 $ (1.5¢) $ 3.40
E ’r in® " re (.24)
¢y’ ve &% W7 - e n K ning — (.93)
$ (1299 $ 1.00 $ 2.66 $ (1.56) $ 3.40
Dy ed:
Be's e e ri‘rd‘llh e ‘ndg y *ivee'e 4°
\ ~9'h e in vvg n |r.g m $ (1.05) $ 1.92 $ 2.63 $ (1.5¢) $ 3.04
E "r n®, e (.24)
G y °vees e - e n g ning — (.93)
$ (1299  $ .99 $ 2.63 $ (1.56) $ 3.04
o, - Mividend $ 44 $ 88 $ 82 § .80 $ .80
Condensed Balance Sheet Data
S e s $11,259 $10,696  $10,611 $10,105 $10,346
S P tndeg b oen 3,446 3,634 3,513 3,669 3,721
ne haloe s 2° gd LI S *nd Er"v,gr‘ l?‘n‘—"‘ 1ed 1,088 1,259 1,418 1,566 1,767
Crg heiag s ne *geg g 10d 8,855 9,162 9,521 9,856 10,394
I e 5,701 5,510 3,681 3,165 3,312
) §30349  $30,261 $28744  $28,361 $29,540
oMo W $ 12 $ 475 $ 1,043 $ 494 $ 1,110
Q. rer. W, A1 ANy des 882 52 886 876 180
I e M 9,281 8,285 8,338 7,819 7,382
SN er des 9,065 11,427 8,957 10,528 10,188
/s -2 & en eere’l ® ol LY 1,647 1,805 1,903 1,993 2,077
¥ M 2,302 1,856 1,480 1,475 1,747
WA -Mde; e | 7,160 6,361 6,137 5,176 6,856
) $30,349  $30,261  $28744  §28,36] $29,540
Cr rng-Ma g *ndin * e end 431.4 397.8 393.3 388.8 385.5
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(Continued)

Notes to Five Year Summary

(@) Reflects the business combination with COMSAT Corporation effective August 2000. Includes the effects of nonrecurring and unusual
items which, on a combined basis, decreased pretax earnings by $539 million, $856 million after tax, or $2.12 per diluted share.
Also includes an extraordinary loss on the early extinguishment of debt which resulted in a nonrecurring and unusual charge that
reduced net earnings by $95 million, or $.24 per diluted share.

(b) Includes the effects of nonrecurring and unusual items which, on a combined basis, increased pretax earnings by $249 million, $162
million after tax, or $.42 per diluted share. Also includes a cumulative effect adjustment relating to the adoption of SOP No. 98-5
regarding costs for start-up activities which resulted in a nonrecurring and unusual charge that reduced net earnings by $355 million,
or $.93 per diluted share.

(c) Includes the effects of nonrecurring and unusual items which, on a combined basis, decreased pretax earnings by $162 million, $136
million after tax, or $.36 per diluted share.

(d) Includes the effects of a nonrecurring and unusual tax-free gain of $311 million and the aggregate effects of other nonrecurring and
unusual items which decreased pretax earnings by $369 million, $245 million after tax. On a combined basis, these items decreased
diluted loss per share by $.15. The loss per share also includes the effects of a deemed preferred stock dividend resulting from a trans-
action with GE which reduced the basic and diluted per share amounts by $4.93.

(e) Reflects the business combination with Loral Corporation effective April 1996. Includes the effects of a nonrecurring and unusual pre-
tax gain of $365 million, $351 million after tax, and nonrecurring and unusual pretax charges of $307 million, $209 million after
tax which, on a combined basis, increased diluted earnings per share by $.32.
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Forward-Looking Statements

Designed by Curran & Connors, Inc. / www.curran-connors.com / Photography by Eric Schulzinger / Printing by Hennegan

This Annual Report contains statements which, to the extent that they are not recitations of historical fact, constitute “forward-looking
statements” within the meaning of Section 27A of the Securities Act of 1933, as amended (the “Securities Act”) and Section 21E of the
Securities Exchange Act of 1934 (the “Exchange Act”). The words “estimate,” “anticipate,” “project,” “intend,” “expect,” and similar expres-
sions are intended to identify forward-looking statements. All forward-looking statements involve risks and uncertainties, including, without
limitation, statements and assumptions with respect to future revenues, program performance and cash flows, the outcome of contingencies
including litigation and environmental remediation, and anticipated costs of capital investments and planned dispositions. Our operations
are necessarily subject to various risks and uncertainties and, therefore, actual outcomes are dependent upon many factors, including, with-
out limitation, our successful performance of internal plans and reorganization efforts; government customers’ budgetary constraints and the
timing of awards and contracts; customer changes in short-range and long-range plans; domestic and international competition in the
defense, space and commercial areas; continued development and acceptance of new products; timing and customer acceptance of product
delivery and launches; product performance; performance issues with the U.S. Government, key suppliers and subcontractors; government
import and export policies; termination of government contracts; the outcome of political and legal processes; the outcome of contingencies,
including completion of acquisitions and divestitures, litigation and environmental remediation; legal, financial, and governmental risks
related to international transactions and global needs for military and commercial aircraft and electronic systems and support; domestic and
international telecommunications regulatory developments; market conditions and other factors affecting the value of the Corporation’s equity
investments; as well as other economic, political and technological risks and uncertainties. Readers are cautioned not to place undue reliance
on these forward-looking statements which speak only as of the date of this Annual Report. The Corporation does not undertake any obliga-
tion to publicly release any revisions to these forward-looking statements to reflect events, circumstances or changes in expectations after the
date of this Annual Report, or to reflect the occurrence of unanticipated events. The forward-looking statements in this document are intended
to be subject to the safe harbor protection provided by Sections 27A of the Securities Act and 21E of the Exchange Act.

For a discussion identifying some important factors that could cause actual results to vary materially from those anticipated in the
forward-looking statements, see the Corporation’s Securities and Exchange Commission filings including, but not limited to, the discussion
of “Competition and Risk” and the discussion of “Government Contracts and Regulations” on pages 16 through 17 and pages 17
through 18, respectively, of the Corporation’s Annual Report on Form 10-K for the fiscal year ended December 31, 2000 (Form 10-K);
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” on pages 23 through 41 of this Annual
Report; and “Note 1—Summary of Significant Accounting Policies,” “Note 3—Divestiture Activities,” “Note 4—Restructuring and
Other Charges,” and “Note 16—Commitments and Contingencies” of the Notes to Consolidated Financial Statements on pages 48
through 51, pages 52 through 53, pages 53 through 54 and pages 63 through 65, respectively, of the Audited Consolidated Financial
Statements included in this Annual Report and included in the Form 10-K.
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