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Item 1.01 Entry into a Material Definitive Agreement
 Lockheed Martin Corporation’s executive officers receive annual cash compensation in the form of base salary and incentive compensation. None of the
Corporation’s executive officers have employment agreements. All executive officers are at will employees and serve at the pleasure of the Board of Directors.
 

The Management Development and Compensation Committee and the Stock Option Subcommittee (together the “Committee”) of the Board of Directors
oversees and reviews the Corporation’s executive compensation policies and programs and approves the form and amount of compensation to be paid to
executive officers. The Committee is independent and consists entirely of Board members who are neither officers nor employees of Lockheed Martin or its
subsidiaries and who are independent under the listing standards of the New York Stock Exchange.
 

Under the Lockheed Martin Management Incentive Compensation Plan (“MICP”), executives have the opportunity to earn incentive compensation based
on the assessment of performance measured against individual and business unit (or corporate) goals by the Committee of the Board of Directors. The Committee
generally reviews and makes annual incentive compensation awards in January of each year.
 

Each of the executive officers is assigned a targeted percentage (ranging from 45 percent to 100 percent) of base salary determined by the level of
importance and responsibility of the participant’s position in the Corporation. The amount of incentive compensation generated by the target percentage is
adjusted upwards or downwards after assessment by the Committee of business area and/or corporate performance, as well as an individual’s contribution to that
performance. Following adjustment for business area and/or corporate and individual performance ratings, the bonuses payable under the MICP for the executive
officers can range from 0 percent to 195 percent of the target bonus amount.
 

For 2004, business area and corporate performance was evaluated in part by comparison to the Corporation’s or business area’s long-range plan, as
established at the end of the prior year. The evaluation looked at standard measures of financial performance such as orders, sales, earnings, and cash generation.
In addition, contract performance, percentage of contract award fees earned, rate and dollar value of new business won, backlog, achievement of cost savings
under the LM21 Program, level of profit margin and inter-company sales and earnings were also reviewed. Non-financial performance factors such as mission
success, workforce diversity and strategic initiatives also were considered. Management’s assessment of performance relative to identified criteria was reviewed
with the Committee. For management members other than himself, the CEO, subject to the Committee’s review and approval, recommended corresponding
adjustments based on management’s assessment. Selection of the criteria and weighting of the various criteria in determining adjustments is within the
Committee’s discretion and may vary from year to year. The Committee retains discretion to determine the amount of actual awards, if any.
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In determining the adjustment for individual performance, the Committee considers subjective criteria, such as the accomplishment of individual
performance goals and contributions to operational performance, as well as the individual’s implementation of and adherence to the Corporation’s policy on ethics
and standards of conduct, customer satisfaction, teamwork, and retention and development of key personnel.
 

Based on a review of the above factors, the Committee approved the payment of cash incentive bonuses under the MICP to the named executive officers of
the Corporation for the year ended December 31, 2004 in the amounts set forth on Exhibit 99, which is attached to and incorporated by reference into this report.
The other executive officers of the Corporation received cash incentive bonuses in amounts determined by the Committee pursuant to the MICP based on a
review and application of the above factors.
 

The Committee evaluates each individual executive’s base salary by reference to the base salary of comparable executive positions. The Committee
generally evaluates the base salary of the Corporation’s executive officers in September of each year. The base salary of each named executive officer of the
Corporation as of December 31, 2004 is set forth in Exhibit 99, which is attached to and incorporated by reference into this report.
 

The Corporation intends to provide additional information regarding other compensation awarded to the named executive officers in respect of and during
the year ended December 31, 2004 in the proxy statement for its 2005 annual meeting of stockholders, which is expected to be filed with the SEC in March 2005.
 
Item 9.01 Financial Statements and Exhibits
 Exhibit No.

 

Description

99  Annual Incentive Cash Compensation for 2004 and Base Salaries of Named Executive Officers as of December 31, 2004
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SIGNATURES
 

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
hereunto duly authorized.
 

LOCKHEED MARTIN CORPORATION

/s/ Rajeev Bhalla

Rajeev Bhalla
Vice President and Controller

 
February 2, 2005
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Exhibit 99
 Lockheed Martin Corporation

Annual Cash Compensation of Named Executive Officers
 

Named Executive Officer1

  

Base Salary
(as of 12/31/04)

  

2004 MICP Incentive
Compensation Award

Vance D. Coffman
Chairman2

  $ 1,800,000  $ 2,300,000
Robert J. Stevens
President & CEO    1,205,000   2,300,000
Michael F. Camardo
Executive Vice President – Information & Technology Services    640,000   754,000
Robert B. Coutts
Executive Vice President – Electronic Systems    732,000   862,400
Dain M. Hancock
Vice President3

   732,000   896,900
Frank H. Menaker
Senior Vice President & General Counsel    754,000   721,600
Albert E. Smith
Vice President4

   690,000   793,400

1 Consistent with SEC rules, the named executive officers reflected include: (i) the individuals serving as Chief Executive Officer of the Corporation during
2004; (ii) the four most highly compensated executive officers other than the CEO; and (iii) up to two additional individuals for whom disclosures would
have been provided but for the fact that the person was not serving as an executive officer of the Corporation at the end of 2004.

2 Dr. Coffman served as CEO until August 2004.
3 Mr. Hancock served as Executive Vice President – Aeronautics until January 2005.
4 Mr. Smith served as Executive Vice President – Information Systems & Solutions until June 2004 and retired on February 1, 2005.


