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Report of Independent Registered Public Accounting Firm

Plan Administrator and plan participants

Lockheed Martin Corporation

Salaried Savings Plan


Opinion on the Financial Statements

We have audited the accompanying statements of net assets available for benefits of the Lockheed Martin Corporation Salaried Savings Plan (the Plan) as of December 31, 2019 and 2018, the related statement of changes in net assets available for benefits for the year ended December 31, 2019, and the related notes and schedule (collectively referred to as the financial statements). In our opinion, the financial statements present fairly, in all material respects, the net assets available for benefits of the Plan as of December 31, 2019 and 2018, and the changes in net assets available for benefits for the year ended December 31, 2019, in conformity with accounting principles generally accepted in the United States of America.

Basis for Opinion

These financial statements are the responsibility of the Plan’s management. Our responsibility is to express an opinion on the Plan’s financial statements based on our audits. We are a public accounting firm registered with the Public Company Accounting Oversight Board (United States) (PCAOB) and are required to be independent with respect to the Plan in accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement, whether due to error or fraud. As part of our audits, we are required to obtain an understanding of internal control over financial reporting, but not for purposes of expressing an opinion on the effectiveness of the Plan’s internal control over financial reporting. Accordingly, we express no such opinion.

Our audits included performing procedures to assess the risks of material misstatement of the financial statements, whether due to error or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. Our audits also included evaluating the accounting principles used and significant estimates made by management, as well as evaluating the overall presentation of the financial statements. We believe that our audits provide a reasonable basis for our opinion.


Supplemental Information

The supplemental information in the accompanying schedule of assets (held as of year-end) as of December 31, 2019 has been subjected to audit procedures performed in conjunction with the audit of the Plan's financial statements. The supplemental information is the responsibility of the Plan’s management. Our audit procedures included determining whether the supplemental information reconciles to the financial statements or the underlying accounting and other records, as applicable, and performing procedures to test the completeness and accuracy of the information presented in the supplemental information. In forming our opinion on the supplemental information in the accompanying schedule of assets (held as of year-end), we evaluated whether the supplemental information, including its form and content, is presented in conformity with the Department of Labor’s Rules and Regulations for Reporting and Disclosure under the Employee Retirement Income Security Act of 1974. In our opinion, the supplemental information is fairly stated, in all material respects, in relation to the financial statements as a whole.

/s/ Mitchell & Titus, LLP

We have served as the Plan’s auditor since 2005.

Washington, D.C.

June 22, 2020
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Lockheed Martin Corporation Salaried Savings Plan

Statement of Net Assets Available for Benefits

December 31, 2019

(in thousands)


	
	
	
	
	
	
	
	
	Participant-
	
	
	

	
	
	ESOP
	
	401(h)
	
	Directed
	
	
	

	
	
	Fund
	
	account
	
	Investments
	
	Total
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Assets
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Interest in Lockheed Martin Corporation Defined Contribution Plans
	
	
	
	
	
	
	
	
	
	
	
	

	Master Trust:
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Investments at fair value
	$
	8,660,594
	
	$
	—
	$
	28,337,639
	
	$
	36,998,233
	

	
	
	
	
	
	
	
	
	
	
	
	

	Investments in fully benefit-responsive investment contracts at contract
	
	
	
	
	
	
	
	
	
	
	
	

	value
	
	—
	
	—
	
	3,369,293
	
	
	3,369,293
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Net assets held in 401(h) account
	
	—
	
	16
	
	
	—
	
	16
	

	
	
	
	
	
	
	
	
	
	
	

	Receivables:
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Notes receivable from participants
	
	—
	
	—
	
	203,086
	
	
	203,086
	

	
	
	
	
	
	
	
	
	
	
	

	Total assets
	
	8,660,594
	
	
	16
	
	
	31,910,018
	
	
	40,570,628
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Liabilities
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Administrative expenses payable
	
	—
	
	—
	
	1,917
	
	
	1,917
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Total net assets available for benefits
	$
	8,660,594
	
	$
	16
	
	$
	31,908,101
	
	$
	40,568,711
	

	The accompanying notes are an integral part of these financial statements.
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Lockheed Martin Corporation Salaried Savings Plan

Statement of Net Assets Available for Benefits

December 31, 2018

(in thousands)


	
	
	
	
	
	
	
	
	Participant-
	
	
	

	
	
	ESOP
	
	401(h)
	
	Directed
	
	
	

	
	
	Fund
	
	account
	
	Investments
	
	Total
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Assets
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Interest in Lockheed Martin Corporation Defined Contribution Plans
	
	
	
	
	
	
	
	
	
	
	
	

	Master Trust:
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Investments at fair value
	$
	6,040,917
	
	$
	—
	$
	23,059,771
	
	$
	29,100,688
	

	
	
	
	
	
	
	
	
	
	
	
	

	Investments in fully benefit-responsive investment contracts at contract
	
	
	
	
	
	
	
	
	
	
	
	

	value
	
	—
	
	—
	
	3,071,505
	
	
	3,071,505
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Net assets held in 401(h) account
	
	—
	
	1
	
	
	—
	
	1
	

	
	
	
	
	
	
	
	
	
	
	

	Receivables:
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Notes receivable from participants
	
	—
	
	—
	
	189,719
	
	
	189,719
	

	
	
	
	
	
	
	
	
	
	
	

	Total assets
	
	6,040,917
	
	
	1
	
	
	26,320,995
	
	
	32,361,913
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Liabilities
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Administrative expenses payable
	
	—
	
	—
	
	3,221
	
	
	3,221
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Amounts related to obligation of 401(h) account
	
	—
	
	1
	
	
	—
	
	1
	

	
	
	
	
	
	
	
	
	
	
	

	Total liabilities
	
	—
	
	
	1
	
	
	3,221
	
	
	3,222
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Total net assets available for benefits
	$
	6,040,917
	
	$
	—
	$
	26,317,774
	
	$
	32,358,691
	

	The accompanying notes are an integral part of these financial statements.
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	3
	
	
	
	
	
	
	
	
	
	
	



Table of Contents

Lockheed Martin Corporation Salaried Savings Plan

Statement of Changes in Net Assets Available for Benefits

Year Ended December 31, 2019

(in thousands)


	
	
	
	
	
	Participant-
	
	
	

	
	
	ESOP
	
	Directed
	
	
	

	
	
	Fund
	
	Investments
	
	Total
	

	
	
	
	
	
	
	
	
	
	

	Net assets available for benefits at beginning of year
	$
	6,040,917
	
	$
	26,317,774
	
	$
	32,358,691
	

	
	
	
	
	
	
	
	
	
	

	Additions to net assets:
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Contributions:
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Participant
	
	56,268
	
	
	1,053,972
	
	
	1,110,240
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Employer
	
	331,346
	
	
	344,690
	
	
	676,036
	

	
	
	
	
	
	
	
	
	
	

	Total contributions
	
	387,614
	
	
	1,398,662
	
	
	1,786,276
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Interest in net investment gain from participation in Lockheed Martin Corporation
	
	
	
	
	
	
	
	
	

	Defined Contribution Plans Master Trust
	
	3,125,465
	
	
	6,117,546
	
	
	9,243,010
	

	
	
	
	
	
	
	
	
	
	

	Interest income on notes receivable from participants
	
	—
	
	11,396
	
	
	11,396
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Total additions
	
	3,513,079
	
	
	7,527,604
	
	
	11,040,682
	

	
	
	
	
	
	
	
	
	
	

	Deductions from net assets:
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Distributions and withdrawals
	
	893,381
	
	
	1,894,002
	
	
	2,787,383
	

	
	
	
	
	
	
	
	
	
	

	Administrative expenses
	
	21
	
	
	43,259
	
	
	43,280
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Total deductions
	
	893,402
	
	
	1,937,261
	
	
	2,830,663
	

	
	
	
	
	
	
	
	
	
	

	Change in net assets
	
	2,619,677
	
	
	5,590,343
	
	
	8,210,019
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Net assets available for benefits at end of year
	$
	8,660,594
	
	$
	31,908,117
	
	$
	40,568,711
	

	The accompanying notes are an integral part of these financial statements.
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Lockheed Martin Corporation Salaried Savings Plan

Notes to Financial Statements

1. Description of the Plan

The following description of the Lockheed Martin Corporation Salaried Savings Plan (the Plan) provides only general information about the Plan’s provisions. Participants should refer to the Plan document and Summary Plan Description for a more complete description of the Plan’s provisions.

General

The Plan is a defined contribution plan covering all salaried employees of Lockheed Martin Corporation (Lockheed Martin or the Corporation) in groups to which Plan participation is extended by the Corporation, including employees in the U.S. and certain U.S. citizens working abroad. Eligible employees are automatically enrolled in the Plan when they are hired, unless they affirmatively decline to participate.

The Plan includes an Employee Stock Ownership Plan (ESOP) feature. Cash dividends paid on Lockheed Martin common stock in both the ESOP Fund and the Lockheed Martin Stock Fund are automatically reinvested in those funds, unless the participant elects to receive the dividend directly as taxable income.

The assets of the Plan, excluding receivables, are held and invested on a commingled basis in the Lockheed Martin Corporation Defined Contribution Plans Master Trust (the Master Trust) under an agreement between Lockheed Martin and State Street Bank and Trust Company (the Trustee). The record keeper is Empower. Lockheed Martin is the Plan Sponsor and the Plan Administrator.

The global outbreak of the coronavirus disease 2019 (COVID-19) was declared a pandemic by the World Health Organization and a national emergency by the U.S. Government in March 2020.

On March 27, 2020, the President signed the Coronavirus Aid, Relief, and Economic Security Act (the CARES Act), the bipartisan economic relief package aimed at helping American workers and businesses impacted by the coronavirus pandemic. The CARES Act, among other things, includes several relief provisions available to tax-qualified retirement plans and their participants. The Plan’s management has evaluated the relief provisions available to Plan participants under the CARES Act and has implemented the following provisions:
[image: ]

· Special coronavirus distributions up to $100,000 in 2020;

· Increase the available loan amount as described under the heading Notes Receivable from Participants below to the lesser of $100,000 or 100% of the participant’s vested account balance for loans taken through September 22, 2020 for a coronavirus-related need;
· Extend the period for loan repayments, if applicable, up to one year.

Contributions

The Plan allows eligible employees to make contributions on a before-tax, after-tax, or Roth 401(k) basis. Each calendar year, eligible employees can contribute up to 40% of the employee’s base salary, subject to regulatory limitations. If automatically enrolled, a participant’s contribution is set at 4% of base salary in before-tax contributions. The Plan has an auto-escalation feature whereby contributions for those automatically enrolled are increased 1% each calendar year up to 12% unless changed by the participant. For participants hired prior to 1/1/2019, the auto enrollment was set at 3% and the auto-escalation goes up to 8%. The Plan permits catch-up contributions for participants age 50 or older as of the end of the calendar year. The Corporation contributes a matching contribution equal to 50% of the participant's contribution up to the first 8% (i.e., up to 4%) of the participant’s base salary. Substantially all employer matching contributions to the Plan consist of the Corporation’s common stock invested in the ESOP Fund. In addition to employer matching contribution, the Corporation contributes an employer profit-sharing contribution of up to 6% of an eligible employee’s weekly base salary. Participants are immediately vested in all employer contributions.

Contributions may be invested in one or more of the available investment funds at the participant’s election. Participants may change the investment mix of their account balance up to 6 times per calendar quarter. Amounts that are transferred out of the investment fund designated as the Stable Value Fund must remain invested in a Core or Target Date Fund for at least 90 days before they are eligible to be transferred into the Government Short-Term Investment Fund, the Treasury Inflation-Protected Securities (TIPS) Fund, or the Self-Directed Brokerage Account (SDBA). Participants may make an unlimited number of transfers out of the Lockheed Martin Stock Fund or the ESOP Fund.
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An option available to participants is the SDBA, whereby a participant may elect to invest participant’s transferable account balance in stocks, mutual funds, bonds, or other investments of the participant’s choosing. A participant’s initial transfer to the SDBA must be at least $500, and subsequent transfers must be at least $500. No distributions, withdrawals, or loans may be made directly from the assets in the SDBA, unless the participant requests a lump sum distribution after termination of employment.

Participant Accounts

Each participant’s account is credited with the participant’s contributions, the employer’s matching and non-elective contributions, as applicable, and the respective investment earnings or losses, less expenses, of the individual funds in which the account is invested.

Notes Receivable from Participants

Participants may borrow from their total account balance a minimum of $500 and up to a maximum amount equal to the lesser of 50% of their account balance or $50,000 (minus their highest outstanding loan balance from the past 12 months, if any). The loans are secured by the balance in the participant’s account and bear interest of 1% over a published prime rate. Principal and interest are paid ratably through weekly payroll deductions. Notes receivable from participants are measured at their unpaid principal balance plus any accrued but unpaid interest.

Payment of Benefits

On termination of service due to death, disability or retirement, a participant or beneficiary may elect to receive his or her account balance through a number of payout options. A participant is entitled to the account balance at the time his or her employment with the Corporation ends.

Plan Termination

Although it has not expressed any intent to do so, the Board of Directors of Lockheed Martin has the right to amend, suspend or terminate the Plan at any time, subject to the provisions of the Employee Retirement Income Security Act of 1974 (ERISA). In the event of Plan termination, participants will receive a payment equal to the total value of their accounts.

ESOP Feature

The Plan held 22,208,222 and 23,012,991 shares of the Corporation’s common stock in the ESOP Fund as of December 31, 2019 and 2018, respectively.

401(h) Arrangement

The Plan has an arrangement that qualifies under Section 401(h) of the Internal Revenue Code (IRC). The 401(h) arrangement is used by the Corporation to fund, in part, the Corporation’s portion of post-retirement medical expenses incurred under various medical plans sponsored by the Corporation for salaried employees who retired on or after January 1, 1993. In accordance with Section 401(h) of the IRC, the Plan’s investment in the 401(h) account may not be used or diverted for any purpose other than providing health and welfare benefits for retirees. Plan participants do not contribute to the 401(h) account. Employer contributions or qualified transfers to the 401(h) account are determined annually at the discretion of the Corporation. The assets of the 401(h) account are held by the Northern Trust Company. In 2019, no health and welfare benefits were paid from the 401(h) account.

2. Summary of Significant Accounting Policies Basis of Accounting
The financial statements of the Plan are prepared on the accrual basis of accounting.

Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting principles (GAAP) requires management to make estimates and assumptions that affect the reported amount of assets and liabilities and changes therein, and disclosure of contingent assets and liabilities. Actual results could differ from those estimates.

Payment of Benefits

Benefits are recorded when paid.
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Risks and Uncertainties

The Plan, through the Master Trust, invests in various investment securities. Investment securities are exposed to various risks such as interest rate, market, and credit risks. Due to the level of risk associated with certain investment securities, it is at least reasonably possible that changes in the values of investment securities will occur in the near term and that such changes could materially affect participants’ account balances and the amounts reported in the Statements of Net Assets Available for Benefits.

Investment Valuation and Income Recognition

Investments in the Master Trust are primarily reported at fair value. Fair value is the price that would have been received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date. Fully benefit-responsive investment contracts are reported at contract value. Contract value is the relevant measurement attributable to fully benefit-responsive investment contracts because it is the amount participants would receive if they were to initiate permitted transactions under the terms of the Plan. The contract value represents contributions plus earnings, less participant withdrawals and administrative expenses. See Note 3 for discussion of fair value measurements and fully benefit-responsive investment contracts.

Purchases and sales of securities in the Master Trust are recorded on a trade-date basis. Interest income is recorded on the accrual basis. Dividends are recorded on the ex-dividend date. Gains and losses on investments bought and sold as well as held during the year are included in interest in net investment gain from the Master Trust on the Statement of Changes in Net Assets Available for Benefits. Interest income on notes receivable from participants is recorded on the accrual basis.

Administrative Expenses

Direct administrative expenses are paid by the Master Trust and generally allocated to the Plan proportionally based on the Plan’s interest in the Master Trust’s net assets or directly if specifically related to the Plan. Certain indirect administrative expenses are paid by the Corporation and are excluded from these financial statements. Expenses paid by the Plan are shown on the Statement of Changes in Net Assets Available for Benefits.

Recent Accounting Pronouncements

In February 2017, the Financial Accounting Standards Board (FASB) issued Accounting Standard Update (ASU) 2017-06, which clarifies the presentation and disclosure requirements for an employee benefit plan’s interest in a master trust. The new standard requires a plan’s interests in master trust balances and activities to be presented on the face of the Plan’s financial statements as a single line item for each interest in a master trust. The new standard also requires the disclosure of the master trust’s investments by general asset type and the dollar amount of the plan’s interest in each asset type; and the disclosure of the master trust’s other assets and liabilities on a gross basis and the dollar amount of the plan’s interest in each balance. The new standard eliminates the requirement to disclose the plan’s overall percentage interest in the master trust and the health and welfare plans’ requirement to disclose 401(h) investment account information, in which such information is disclosed in the defined benefit plan. The Plan’s management adopted the standard on January 1, 2019 (See Note 3). The adoption did not have a material effect on the Plan’s Statements of Net Assets Available for Benefits.

3. Master Trust & 401(h) account General
The Plan’s interest in the Master Trust is stated at the value of the underlying net assets in the Master Trust. The realized and unrealized gains and losses and investment income of the Master Trust are allocated among the participating plans included therein proportionally based on each plan’s earnings, which include unrealized gains and losses, investment income and plan expenses. The following table presents the Plan’s interest in the Master Trust balance as of December 31, 2019 and 2018 (in thousands):

7

	Table of Contents
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	December 31, 2019
	
	December 31, 2018

	
	
	
	
	
	Plan's Interest in
	
	
	
	Plan's Interest in

	
	
	
	Master Trust
	
	Master Trust
	
	Master Trust
	
	Master Trust

	
	
	
	Balance
	
	Balance
	
	Balance
	
	Balance

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Cash and cash equivalents and short-term investment fund
	$
	684,928
	
	$
	624,627
	
	$
	703,368
	
	$
	644,251

	
	Common and preferred stocks
	
	5,161,072
	
	
	4,669,584
	
	
	2,664,908
	
	
	2,440,928

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Common stocks - Lockheed Martin
	
	12,439,049
	
	
	11,514,750
	
	
	8,727,976
	
	
	7,994,408

	
	Common collective trusts (a)
	
	19,577,495
	
	
	17,912,189
	
	
	17,376,626
	
	
	15,916,157

	
	Registered investment companies (mutual funds)
	
	243,326
	
	
	221,265
	
	
	209,493
	
	
	191,885

	
	Corporate debt securities
	
	481,767
	
	
	443,916
	
	
	373,458
	
	
	342,069

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	U.S. Government securities
	
	385,750
	
	
	347,726
	
	
	303,581
	
	
	278,066

	
	Other investments
	
	188,282
	
	
	169,646
	
	
	550,602
	
	
	504,325

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Self-directed brokerage account
	
	1,146,860
	
	
	1,087,325
	
	
	900,567
	
	
	824,876

	
	Total investments at fair value (b)
	$
	40,308,529
	
	$
	36,991,028
	
	$
	31,810,579
	
	$
	29,136,965

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Fully benefit-responsive investment contracts at contract value
	
	3,733,748
	
	
	3,369,293
	
	
	3,353,347
	
	
	3,071,505

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Plus:
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Due from broker for securities sold
	
	18,560
	
	
	17,008
	
	
	68,223
	
	
	62,488

	
	Accrued interest and dividends
	
	25,458
	
	
	23,330
	
	
	13,136
	
	
	12,032

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Other receivables (c)
	
	43,419
	
	
	39,789
	
	
	247,417
	
	
	226,622

	
	Less:
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Due to broker for securities purchased
	
	(50,025)
	
	
	(45,843)
	
	
	(272,273)
	
	
	(249,388)

	
	Accrued expenses
	
	(20,366)
	
	
	(18,664)
	
	
	(17,073)
	
	
	(15,638)

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Other payables (c)
	
	(2,094)
	
	
	(1,919)
	
	
	(82,512)
	
	
	(75,577)

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Total net assets
	$
	44,057,229
	
	$
	40,374,022
	
	$
	35,120,844
	
	$
	32,169,009

	
	
	
	
	
	
	
	
	
	
	
	
	



(a) Includes 103-12 investment entities

(b) The Plan’s reported total investments at fair value as of December 31, 2019 and 2018 has a variance of ($7,205,000) and $36,277,000, respectively, to the reported Interest in Lockheed Martin Corporation Defined Contribution Plans Master Trust of Investments at fair value. These immaterial amounts are the net result between certain accruals recorded by either the Master Trust or the Plan separately at year-end.

(c) Includes unsettled trades, other receivables/payables, market values on foreign currency, other cash positions on futures.
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The Plan, through the Master Trust, invests in a Stable Value Fund which holds synthetic guaranteed investment contracts (synthetic GICs) that are fully benefit-responsive and managed separate accounts. A synthetic GIC, also known as a wrap contract, is an investment contract issued by an insurance company or other financial institution paired with an underlying investment or investments, usually a portfolio of high quality fixed income securities. These investment contracts provide the realized and unrealized gains and losses on the underlying investments that are amortized over the duration of the underlying investments through adjustments to the future interest-crediting rates. The primary factors affecting the future interest-crediting rates of the wrap contracts include the level of market interest rates, the amount and timing of participant contributions, transfers, and withdrawals into or out of the wrap contracts, the investment returns generated by the investments that back the wrap contracts, and the duration of the underlying investments covered by the wrap contracts. The future interest-crediting rates may not be less than 0% and are adjusted monthly or quarterly based on the yield to maturity of the underlying investments, a market value to contract value ratio of the underlying investments, and the durations of the underlying investments. The contracts are fully benefit-responsive, which guarantees that all qualified participant withdrawals will occur at contract value.

In certain circumstances, the amount withdrawn from the investment contract would be payable at fair value rather than at contract value. These events include termination of the Plan, a material adverse change to the provisions of the Plan, a withdrawal from a wrap contract in order to switch to a different investment provider, or adoption of a successor plan that does not meet the wrap contract issuer’s underwriting criteria for issuance of a duplicate wrap contract. The Plan Administrator does not believe that the occurrence of any of these events is probable. Also, the following events would permit the contract issuers to terminate the contracts prior to their scheduled maturity date: the Plan’s loss of its qualified status, uncured material breaches of responsibilities, or material and adverse changes to the provisions of the Plan. If one of these events were to occur, the contract issuer could terminate the contract at the fair value of the underlying investments.

The Master Trust invests in a Government or Short-Term Investment Fund, consisting of U.S. Treasury obligations and commercial paper, which is used as a temporary investment to hold contributions from the day the cash is transferred from the Corporation to the Trustee until the day the cash is invested in a particular fund. The related earnings from the Short-Term Investment Fund or Government Short-Term Investment Fund are used to pay certain expenses related to participant accounts.

In order to provide appropriate liquidity to meet ongoing daily cash outflow requirements for the Lockheed Martin Stock Funds and the other investment funds that are investment alternatives for the Plan that are beneficiaries of the Master Trust, the Master Trust may be able to receive advances from the Stable Value Fund or the Corporation. The Stable Value Fund may make an advance only after considering its own liquidity needs. Any investment fund that receives an advance will compensate the Stable Value Fund for income lost due to any such advance by paying interest on such advance. The interest is compounded daily based on an annual rate equal to the interest crediting rate to the Short-Term Investment Fund or the Government Short-Term Investment Fund portion of the Stable Value Fund, as appropriate. The Lockheed Martin Stock Funds may borrow, without interest, up to $200,000,000 from the Corporation, as evidenced by a promissory note, which requires repayment within three business days after the advance. As of December 31, 2019 and 2018, there were no such advances payable to the Corporation. Occasionally, the Master Trust invest in derivative financial instruments for liquidity or asset allocation purposes. As of December 31, 2019 and 2018, there were no material investments in derivatives.

Fair Value of Assets

The accounting standard for fair value measurements defines fair value, establishes a market-based framework or hierarchy for measuring fair value, and requires disclosures regarding fair value measurements. The standard is applicable whenever assets and liabilities are measured and included in the financial statements at fair value.

The fair value hierarchy established in the standard prioritizes the inputs used in valuation techniques into three levels as follows:

· Level 1 – Quoted prices in active markets for identical assets and liabilities;

· Level 2 – Observable inputs, other than Level 1 prices, such as quoted prices for similar instruments in active markets, quoted prices for identical or similar instruments in inactive markets, and amounts derived from valuation models where all significant inputs are observable in active markets; and

· Level 3 – Unobservable inputs where valuation models are supported by little or no market activity that one or more significant inputs are unobservable and require us to develop relevant assumptions.
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The following table presents the fair value of the assets in the Master Trust by asset category and their level within the fair value hierarchy as of

December 31, 2019 (in thousands):

	
	
	Level 1
	
	Level 2
	
	Total

	
	
	
	
	
	
	
	
	

	Cash and cash equivalents and short-term investment fund
	$
	39,119
	
	$
	645,809
	
	$
	684,928

	Common and preferred stocks
	
	5,161,072
	
	
	—
	
	5,161,072

	
	
	
	
	
	
	
	
	

	Common stocks - Lockheed Martin
	
	12,439,049
	
	
	—
	
	12,439,049

	Common collective trusts(a)
	
	—
	
	19,577,495
	
	
	19,577,495

	Registered investment companies (mutual funds)
	
	243,326
	
	
	—
	
	243,326

	Corporate debt securities
	
	—
	
	481,767
	
	
	481,767

	
	
	
	
	
	
	
	
	

	U.S. Government securities
	
	—
	
	385,750
	
	
	385,750

	Other investments
	
	—
	
	188,282
	
	
	188,282

	
	
	
	
	
	
	
	
	

	Self-directed brokerage account
	
	1,146,860
	
	
	—
	
	1,146,860

	Total investment assets at fair value
	$
	19,029,426
	
	$
	21,279,103
	
	$
	40,308,529

	
	
	
	
	
	
	
	
	

	Receivables, net
	
	
	
	
	
	
	
	14,952

	Fully benefit-responsive investment contracts at contract value
	
	
	
	
	
	
	
	3,733,748

	
	
	
	
	
	
	
	
	

	Total net assets
	
	
	
	
	
	
	$
	44,057,229

	
	
	
	
	
	
	
	
	



Interest and dividend income earned by the Master Trust for the year ended December 31, 2019 was $529,608,000. The net appreciation for the year ended December 31, 2019 was $9,498,319,000.

The following table presents the fair value of the assets in the Master Trust by asset category and their level within the fair value hierarchy as of

December 31, 2018 (in thousands):

	
	
	Level 1
	
	Level 2
	
	Total

	
	
	
	
	
	
	
	
	

	Cash and cash equivalents and short-term investment fund
	$
	53,294
	
	$
	650,074
	
	$
	703,368

	Common and preferred stocks
	
	2,664,908
	
	
	—
	
	2,664,908

	
	
	
	
	
	
	
	
	

	Common stocks - Lockheed Martin
	
	8,727,976
	
	
	—
	
	8,727,976

	Common collective trusts(a)
	
	—
	
	17,376,626
	
	
	17,376,626

	Registered investment companies (mutual funds)
	
	209,493
	
	
	—
	
	209,493

	Corporate debt securities
	
	—
	
	373,458
	
	
	373,458

	
	
	
	
	
	
	
	
	

	U.S. Government securities
	
	—
	
	303,581
	
	
	303,581

	Other investments
	
	—
	
	550,602
	
	
	550,602

	
	
	
	
	
	
	
	
	

	Self-directed brokerage account
	
	900,567
	
	
	—
	
	900,567

	Total investment assets at fair value
	$
	12,556,238
	
	$
	19,254,341
	
	$
	31,810,579

	
	
	
	
	
	
	
	
	

	Payables, net
	
	
	
	
	
	
	
	(43,082)

	Fully benefit-responsive investment contracts at contract value
	
	
	
	
	
	
	
	3,353,347

	
	
	
	
	
	
	
	
	

	Total net assets
	
	
	
	
	
	
	$
	35,120,844

	
	
	
	
	
	
	
	
	



(a)	Includes 103-12 investment entities

401(h) account

The assets in the 401(h) account are held outside the Master Trust in a separate trust. The following table presents the fair value of the assets in the 401(h)

account by asset category and their level within the fair value hierarchy as of December 31, 2019 (in thousands):

	
	Level 1
	
	
	
	Total

	
	
	
	
	
	

	Cash and cash equivalents and short-term investment fund
	$
	3
	
	$
	3

	Registered investment companies (mutual funds)
	
	12
	
	
	12

	
	
	
	
	
	

	Total investment assets at fair value
	$
	15
	
	$
	15

	Receivables, net
	
	
	
	
	1

	
	
	
	
	
	

	Total net assets
	
	
	
	$
	16
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Interest and dividend income earned by the 401(h) account for the year ended December 31, 2019 was $5,000. The net appreciation for the year ended December 31, 2019 was $10,000.

The following table presents the fair value of the assets in the 401(h) account by asset category and their level within the fair value hierarchy as of

December 31, 2018 (in thousands):

	
	Level 1
	
	
	
	Total

	
	
	
	
	
	

	Cash and cash equivalents and short term investment fund
	$
	(4)
	
	$
	(4)

	Total investment assets at fair value
	
	(4)
	
	
	(4)

	
	
	
	
	
	

	Receivables, net
	
	
	
	
	5

	Total net assets
	
	
	
	$
	1

	
	
	
	
	
	

	
	
	
	
	
	



Valuation Techniques

Cash equivalents and short-term investment fund categorized as Level 1 are mostly comprised of short-term money-market instruments and are valued at cost, which approximates fair value. Cash equivalents and short-term investment fund categorized as Level 2 are short-term government securities consisting of U.S. Treasuries and U.S. agency issues.

Common and preferred stocks categorized as Level 1 are traded on active national and international exchanges and are valued at closing prices on the last trading day of the year.

Common collective trusts (CCTs) and registered investment companies (e.g., mutual funds, exchange-traded funds (ETFs), etc.) are investment vehicles valued using the Net Asset Value (NAV) provided by the fund managers. The NAV is the total value of the fund divided by the number of shares outstanding and is based on the fair value of underlying investments held by the CCTs. CCTs are traded at NAV, determined daily or monthly. CCTs are categorized as Level 2 because the NAVs, although readily determinable, are not published on an active exchange nor publicly available. Registered investment companies are traded at NAV, determined and published daily, and are categorized as Level 1.

Corporate debt securities, U.S. Government securities and other investments categorized as Level 2 are valued by the Trustee using pricing models that use verifiable observable market data (e.g., interest rates and yield curves observable at commonly quoted intervals), bids provided by brokers or dealers, or quoted prices of securities with similar characteristics. The Trustee obtains pricing based on indicative quotes or bid evaluations from vendors, brokers or the investment manager.

Self-directed brokerage account (SDBA) investments categorized as Level 1 are primarily cash equivalents, common stock, ETFs, and mutual funds. As of December 31, 2019 and 2018, this account included Lockheed Martin common stock of $16,028,000 and $17,779,000, respectively.

The methods described above may produce a fair value calculation that may not be indicative of net realizable value or reflective of future fair values. Furthermore, while management believes its valuation methods are appropriate and consistent with other market participants, the use of different methodologies or assumptions to determine the fair value of certain financial instruments could result in a different fair value measurement at the reporting date.

4. Parties-in-Interest Transactions

The Plan makes certain investments through the Master Trust, which are considered to be party-in-interest transactions for which a statutory exemption from the prohibited transaction regulation exists. The Master Trust held 31,945,783 and 33,333,240 shares of the Corporation’s common stock as of December 31, 2019 and 2018, respectively. Dividends earned by the Master Trust on the Corporation’s common stock were $306,938,000 for the year ended December 31, 2019. The Master Trust invests in certain investments that are sponsored by State Street Bank, the Trustee. These investments include the following: Government Short-Term Fund, S&P 500 Indexed Equity Fund, Small Mid-Cap Indexed Equity Fund, and MSCI EAFE Indexed Equity Fund.

Certain funds are sponsored by Northern Trust Investments, a wholly-owned subsidiary of The Northern Trust Company. The Northern Trust Company is the Trustee of the 401(h) account. Therefore, investments in these funds are considered to be party-in-interest transactions for which a statutory exemption from the prohibited transaction regulation exists.

The Master Trust owed the Corporation $0 and $1,250,000 as of December 31, 2019 and 2018, respectively, for certain expenses paid by the Corporation in providing services to the Plan and certain other plans.

In addition, notes receivable from participants are considered to be party-in-interest transactions for which a statutory exemption from the prohibited transaction regulation exists.
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5. Income Tax Status

The Internal Revenue Service (IRS) has determined and informed the Corporation by letter dated October 17, 2013, that the Plan is designed in accordance with applicable sections of the IRC and, therefore, the related trust is exempt from taxation. Under current IRS determination letter procedures, there is no opportunity for the Plan to obtain a more recent letter from the IRS. The Plan has been amended since issuance of the determination letter. However, the Plan Administrator and the Corporation’s counsel believe that the current design and operations of the Plan are in compliance with the applicable provisions of the IRC.

GAAP requires plan management to evaluate tax positions taken by the Plan to determine whether the Plan has taken any uncertain positions that more likely than not would not be sustained upon examination by the IRS. The Plan Administrator has analyzed the tax positions taken by the Plan, and has concluded that as of December 31, 2019, there were no uncertain positions taken or expected to be taken that would require recognition of a liability or asset or disclosure in the financial statements. The Plan is subject to routine audits by taxing jurisdictions, but no tax audits are in progress. The Plan Administrator believes the Plan is no longer subject to income tax examinations for years prior to 2016.

6. Reconciliation of Financial Statements to Form 5500

The accompanying financial statements present fully benefit-responsive investment contracts at contract value. The Form 5500 requires fully benefit-responsive investment contracts to be reported at fair value. Therefore, This difference in presentation resulted in net assets available for plan benefits reported in the financial statements being $65,372,000 less than the amounts reported on the Form 5500 and $41,115,000 greater than the amounts reported on the Form 5500 as of December 31, 2019 and 2018, respectively, due to the difference between fair value and contract value of fully benefit-responsive investment contracts.

Interest in net investment gain of Master Trust reported in the financial statements is $76,520,000 less than the amount reported on Form 5500 for the year ended December 31, 2019. Administrative expenses reported in the financial statements are $41,363,000 greater than the amounts reported on Form 5500 and interest income on notes receivable from participants reported in the financial statements is $11,396,000 greater than the amounts reported on Form 5500 for the year ended December 31, 2019. These differences arose from the classification of certain administrative expenses and interest income on notes receivable from participants, which are included in the net investment gain in the Master Trust for Form 5500 reporting purposes. Interest in the net investment gain in the Master Trust reported in the financial statements also differed from the related amount per the Form 5500 as a result of the difference between fair value and contract value of fully benefit-responsive investment contracts.
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Lockheed Martin Corporation Salaried Savings Plan

Employer Identification Number 52-1893632, Plan Number 017

Form 5500, Schedule H, Line 4i – Schedule of Assets (Held at End of Year) *

December 31, 2019

(in thousands)


	
	
	
	
	(c)
	
	
	
	
	
	

	
	
	
	
	Number of
	
	
	
	
	
	

	
	
	(b)
	Shares or
	
	(d)
	
	(e)
	

	(a)
	Identity of Issue, Borrower, Lessor, or Similar Party and Description
	Units
	
	Cost
	
	Current Value
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	Cash and cash equivalents**
	4
	
	$
	4
	
	$
	4
	

	
	
	Value of Interest in Registered Investment Companies
	12
	
	
	12
	
	
	12
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	Total 401(h) account
	
	
	$
	16
	
	$
	16
	

	***
	
	Notes receivable from participants (Interest rates ranging from 4.25% to 10.5%;
	
	
	
	
	
	
	
	

	
	
	
	
	
	$
	—
	$
	203,086
	

	
	
	varying maturities)
	
	
	
	
	
	
	



· This schedule reflects the assets held in the 401(h) account and notes receivable from participants and excludes assets held in the Lockheed Martin Corporation Defined Contribution Plans Master Trust.

· The cash and cash equivalents include interest and dividends receivable of $1.

· Party-in-interest for which a statutory exemption exists.
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23 Consent of Independent Registered Public Accounting Firm
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, Lockheed Martin Corporation, as Plan Administrator, has duly caused this annual report to be signed on its behalf by the undersigned hereunto duly authorized.



Lockheed Martin Corporation Salaried

Savings Plan, by Lockheed Martin

Corporation as Plan Administrator

Date: June 22, 2020	by: /s/ J. Richard Jager
[image: ]

J. Richard Jager

Vice President, Benefits
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Exhibit 23

Consent of Independent Registered Public Accounting Firm

We consent to the incorporation by reference in the Registration Statements (Form S-8 Nos. 333-237831, 333-188118, 333-162716, 333-146963, 333-113771, 333-58069, and 333-20117) pertaining to Lockheed Martin Corporation Salaried Savings Plan of our report dated June 22, 2020, with respect to the financial statements and supplemental schedule of the Lockheed Martin Corporation Salaried Savings Plan included in this Annual Report (Form 11-K) for the year ended December 31, 2019.

/s/ Mitchell & Titus, LLP

Washington, D.C.

June 22, 2020
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