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On April 22, 2011, Lockheed Martin Corporation filed the following Current Report on Form 8-K.
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Item 5.02. Compensatory Arrangements of Certain Officers.

Following the filing of the Company’s 2011 proxy statement, we have had a number of conversations with stockholders and other constituencies concerning
Lockheed Martin’s executive compensation program and the extent to which our Chief Executive Officer’s compensation is linked to performance. The
Management Development and Compensation Committee (“Committee”) of the Board of Directors has reviewed carefully the input of stockholders. Although we
believe there is a strong link between pay and performance, the Committee, with our CEO’s concurrence, has authorized the amendment of the 287,132 stock
options granted to our CEO in January 2011. Under the amendment,
 

 
1. 50% of the options granted in 2011 will be forfeited if Lockheed Martin does not generate $4 billion in cash from operations in 2011 (disregarding

our discretionary contributions to our pension plans that exceed the contributions forecasted in our long range plan for the year and any tax payments
or benefits associated with divestitures in computing cash from operations); and

 

 
2. 50% of the options granted in 2011 will be forfeited if Lockheed Martin’s return on invested capital (“ROIC”) for 2011 is not at least 15%. ROIC

equals net earnings plus after-tax interest expense divided by average invested capital (stockholders’ equity plus debt), after adjusting stockholders’
equity by adding back adjustments related to post retirement benefit plans.

Any options not forfeited by December 31, 2011 due to a failure to meet one of the performance metrics listed will remain subject to a three-year graded vesting
schedule with one-third of the non-forfeited options vesting on each of January 31, 2012, January 31, 2013, and January 31, 2014. All other terms of the 2011
stock option award agreement will remain unchanged.
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