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September 14, 200 I 

Ms. Blanca Bayo 
Director, Division of Records & Reporting 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee, FL 32399 
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Re: 	 Lockheed Martin Global Telecommunications Services, Inc. Application Form 
for Authority to Provide Interexchange Telecommunications Service Within the 
State of Florida OJ J ~Ol -TI 

Dear Ms. Bayo, 

Enclosed, please find an original, a duplicate and six copies of the above-captioned 

application. A check in the amount of $250, to cover the filing fee , is also enclosed . Please 

date-stamp the duplicate of this filing and return it in the pre-addressed envelope provided. If 

there are any questions regarding this submission, please contact me at (301) 214-3459. Thank 

you in advance for your assistance with this matter. 

Sincerely, 

!l'A~ L ­
tKb.;rt A. Mansbach 

Assistant General Counsel en 
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** FLORIDA PUBLIC SERVICE COMMISSION ** 

DIVISION OF COMMUNICATIONS 
BUREAU OF SERVICE EVALUATION 

APPLICATION FORM 
for 

AUTHORITY TO PROVIDE INTEREXCHANGE TELECOMMUNICATIONS SERVICE 
WITHIN THE STATE OF FLORIDA 

A. 

B. 

C .  

D. 

E. 

Instructions 

This form is used as an application for an original certificate and for approval of 
assignment or transfer of an existing certificate. In case of an assignment or 
transfer, the information provided shall be for the assignee or transferee (See 
Appendix A). 

Print or Twe all responses to each item requested in the application and 
appendices. If an item is not applicable, please explain why. 

Use a separate sheet for each answer which will not fit the allotted space. 

Once completed, submit the original and six (6 )  copies of this form along with a 
non-refundable application fee of $250.00 to: 

Florida Public Service Commission 
Division of Records and Reporting 
2540 Shuman Oak Blvd. 
Tallahassee, Florida 32399-0850 
(850) 413-6770 

Note: No filing fee is required for an assignment or transfer of an existing certificate to 
another certificated company. 

If you have questions about completing the form, contact: 

Florida Public Service Commission 
Division of Communications 
Bureau of Certification and Evaluation 
2540 Shuman Oak Blvd. 
Tallahassee, Florida 32399-0850 
(850) 4 13-6600 

FORM PSC/CMU 3 1 (6/98) 
Required by Commission Rule Nos. 25.24-470,25-24.471, and 25.24.473. 



1. This is an application for (check one): 

2. 

3. 

4. 

5. 

(X) Original certificate (new company). 

( ) Approval of transfer of existing certificate: 
Example, a certificated company purchases an existing 
certificated company and desires to retain the authority 
of both certificates. 

Approval of assignment of existing certificate: 
Example, a non-certificated company purchases an 
existing company and desires to retain the certificate of 
authority rather than apply for a new certificate. 

Approval for transfer of control: Example, a 
company purchases 5 1% of a certificated company. The 
Commission must approve the new controlling entity. 

Name of company: 

Lockheed Martin Global Telecommunication Services, Inc. 

Name under which applicant will do business 
(fictitious name, etc.): 

Lockheed Martin Global Telecommunication Services, Inc. 

Office mailing address (including street name & 
number, post office box, city, state, zip code). 

6560 Rock Spring Drive 
Bethesda, MD 20817 

Florida address (including street name & 
number, post office box, city, state, zip code). 

Registered Agent Address: Corporation Service Company 
1201 Hays Street 
Tallahassee, FL 32301 
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6. Select type of business your company will be 
conducting (check all that apply): 

( ) Facilities based carrier - company owns and operates or plans to own and 
operate telecommunications switches and transmission facilities in Florida. 

( ) Operator Service Provider - company provides or pIans to provide altemative 
operator services for RCs;  or toll operator services to call aggregator locations; 
or clearinghouse services to bill such calls. 

( X ) Reseller - company has or plans to have one or more switches but primarily 
leases the transmission facilities of other carriers. Bills its own customer base for 
services used. 

( ) Switchless Rebiller - company has no switch or transmission facilities but may 
have a billing computer. Aggregates traffic to obtain bulk discounts from 
underlying carriers. Rebiils end users at a rate above its discount but generally 
below the rate end users would pay for unaggregated traffic. 

( ) Multi-Location Discount Aggregator - company contracts with unaffiliated 
entities to obtain buWvolume discounts under multi-location discount plans from 
certain underlying carriers, then offers resold service by enrolling unaffiliated 
customers. 

( ) Prepaid Debit Card Provider - any person or entity that purchases 800 access 
from an underlying carrier or unaffiliated entity for use with prepaid debit card 
service and/or encodes the cards with personal identification numbers. 
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7. Structure of organization; 

( ) Individual (X) Corporation 
( ) Foreign Corporation ( ) Foreign Partnership 
( ) General Partnership ( ) Limited Partnership 

( )  Other 

8. If individual, provide: 

Name: Not applicable 

Title: 

Address: 

C i t y/S t ate/Zi p : 

TeIephone No.: Fax No.: 

Internet E-Mail Address: 

Internet Website Address: 

9. If incorporated in Florida, provide proof of authority 
to operate in Florida: 

(a) The Florida Secretary of State Corporate 
Registration number: Not applicable 

10. If foreign corporation, provide proof of authority 
to operate in Flonda: 

(a) The Florida Secretary of State Corporate 
Registration number: F00000005847 

1 1. If using fictitious name-d/b/a, provide proof of compliance with 
fictitious name statute (Chapter 865.09. FS) to operate in Florida: 

(a) The Florida Secretary of State fictitious 
name registration number: Not applicable 

12. If a limited liability partnership, provide proof of registration 
to operate in Florida: 

(a) The Florida Secretary of State 
registration number: Not applicable 
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13. 

14. 

15. 

16. 

I f  a partnership, provide name, title and address of all partners 
and a copy of the partnership agreement. 

Name: Not applicable 

Title: 

Address : 

City/State/Zip: 

Telephone No.: Fax No.: 

Internet E-Mail Address: 

Internet Website Address: 

If a foreign limited partnership, provide proof of compliance 
with the foreign limited partnership statute (Chapter 620.0 169, FS), if applicable. 

(a) The Florida registration number: not applicable 

Provide F.E.I. Number (if applicable) : 

Provide the following (if applicable): 

52227 1 154 

(a) Will the name of your company appear on the 
bill for your services? ( X ) Yes ( > N o  

(b) If not, who will bill for your services? 

Name: Not applicable 

Title: 

Address: 

City/State/Zip : 

Telephone No.: Fax No.: 

Internet E-Mail Address: 

Internet Website Address: 

How is this information provided? 

Not applicable 
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17. 

18. 

Who will receive the bills for your service'? 
(Xj Residential Customers 
( j PAT'S providers 
( j Hotels & motels 
( ) Universities 
( ) Other: (specify) 

(X) Business Customers 
( ) PATS station end-users 
( ) Hotel & motel guests 

Who will serve as liaison to the Commission with 
regard to the following? 

(a) The application; 

Name: Robert A. Mansbach 

Title: Assistant General Counsel 

Address: 6560 Rock Spring Drive 

City/State/Zip: Bethesda, MD 208 17 

Telephone No.: (301) 214-3459 Fax No.: (.301) 214-7145 

Internet E-Mail Address: Robert.Mansbach@lmco.com 

Internet Website Address: www.lmco.com 

Official point of contact for the ongoing operations of the company: 

Name: Robert A. Mansbach 

Title: Assistant General Counsel 

Address: 6560 Rock Spring Drive 

City/State/Zip: Bethesda, MD 208 17 

Telephone No.: (301)214-3459 Fax No.: (301) 214-7145 

Internet E-Mail Address: Robert.Mansbach@,lmco.com 

Internet Website Address: www.lmco.com 

Complaintdhquiries from customers: 

Name: Kathy Fritz 

Title: Senior Manager 

Address: Bldg. 100,230 Mall Blvd. 

City/State/Zip: King of Prussia, PA 19406 

Telephone No.: (800) 435-7063 Fax No.: (610) 354-7444 

Internet E-Mail Address: Kathleen.M.Fritz@,lmco.com 

Internet Website Address: www.lmco.com 
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19. List the states in which the applicant: 

(a) has operated as an interexchange telecommunications 
company. 

As a recently formed entity, LMGT Services, Inc. is not yet operating 
in any J urisdiction. 

(b) has applications pending to be certificated as an 
interexchange telecommunications company. 

LMGT Services, Inc. has filed applications for resoid interexchange authority in 
approximately 25 states, including California, Colorado, Delaware, Georgia, 
Hawaii, Idaho, Indiana, Iowa, Kansas, Kentucky, Louisiana, Maine, Maryland, 
Massachusetts, Michigan, Minnesota, Montana, Nevada, New Hampshire, New 
Jersey, New York, North Carolina, North Dakota, Oregon, Texas and Vermont. 

(c) is certificated to operate as an interexchange telecommunications 
company. 

LMGT Services, Inc. is authorized to provide these services in California, 
Colorado, Iowa, Michigan, Montana, New Jersey, New York, North Carolina, 
North Dakota, Oregon and Texas. 

(d) has been denied authority to operate as an interexchange 
telecommunications company and the circumstances involved. 

Not applicable 

(e) has had regulatory penalties imposed for violations of 
telecommunications statutes and the circumstances involved. 

Not apdicable 

( f )  has been involved in civil court proceedings with an 
interexchange carrier, local exchange company or other 
telecommunications entity, and the circumstances involved. 

Not applicable 
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20. Indicate if any of the officers, directors, or any of the ten largest stockholders 
have previously been: 

(a) adjudged bankrupt, mentally incompetent, or found guilty of any felony or of any 
crime, or whether such actions may result from pending proceedings. If so, 
please explain. 

(b) an officer, director, partner or stockholder in any other Florida certificated 
telephone company. If yes, give name of company and relationship. If no longer 
associated with company, give reason why not. 

2 1. The applicant will provide the following interexchange camer 
services (Check all that apply): 

a. MTS with distance sensitive per minute rates 
Method of access is FGA 
Method of access is FGB 
Method of access is FGD 
Method of access is 800 

- 

b. MTS with route specific rates per minute 
Method of access is FGA 
Method of access is FGB 
Method of access is FGD 
Method of access is 800 
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C. 

d. 

e. 

f. 

g* 

h. 

1. 

j -  

k. 

1. 

X 

X 
X 
X 
- 

X 

X 
X 
X 

X 

- 
- 

X - 

MTS with statewide flat rates per minute (i.e. not distance sensitive) 
Method of access is FGA 
Method of access is FGB 
Method of access IS FGD 
Method of access IS 800 

MTS for pay telephone service providers 

Block-of-time calling plan (Reach out Florida, Ring America, etc.). 

800 Service (Toll free) 

WATS type service (Bulk or volume discount) 
Method of access is via dedicated facilities 
Method of access is via switched facilities 

Private Line services (Channel Services) 
(For ex. 1.544 mbs., DS-3, etc.) 

Travel Service 
Method of access is 950 
Method of access is 800 

900 service 

Operator Services 
Available to presubscnbed customers 
Available to non presubscrrbed customers (for example to patrons of hotels, 
students in universities, patients in hospitals). 
Available to inmates 

Services included are: 

- Station assistance 
- Person-to-person assistance 
- Directory assi stance 
- Operator verify and interrupt 
- Conference Calling 

22. Submit the proposed tariff under which the company plans to 
begin operation. Use the format required by Commission 
Rule 25-24.485 (example enclosed). See ATTACHMENT 4 (following signature sheets) 
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23. Submit the following: 

A. Managerial capability; give resumes of employees/officers of the company that would 
indicate sufficient managerial experiences of each. SEE ATTACHMENT 1 

B. Technical capability; give resumes of employeedofficers of the company that would 
indicate sufficient technical experiences or indicate what company has been contracted to conduct 
technical maintenance. SEE ATTACHMENT 1 

C. Financial capability. SEE ATTACHMENT 2 

The application should contain the applicant’s audited financial statements for the most recent 3 
years. If the applicant does not have audited financial statements, it shall so be stated. 

The unaudited financial statements must be signed by the applicant’s chief executive officers and 
chief financial officer affirming that the financial statements are true and correct and must 
include: 

1. the balance sheet, 

2. income statement, and 

3. statement of retained earnings. 

NOTE: This documentation may include, but is not limited to, financial statements, a projected profit 
and loss statement, credit references, credit bureau reports, and descriptions of business 
relationships with financial institutions. 

Further, the following; (which includes supporting documentation) should be provided: 

1. 
requested service in the geographic area proposed to be served. SEE ATTACHMENT 3 

A written explanation that the applicant has sufficient financial capability to provide the 

2. 
requested service. SEE ATTACHMENT 3 

A written explanation that the applicant has sufficient financial capability to maintain the 

3 .  
ownership obligations. SEE ATTACHMENT 3 

A written explanation that the applicant has sufficient financial capability to meet its lease or 
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Attachment 1 

Managerial & Technical Qualifications 
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LOCKHEED MARTIN GLOBAL TELECOMMUNICATIONS SERVICES, r w .  
MANAGEMENT TEAM 

James J. Welch 
Mr. Welch is the President and General Manager of Lockheed Martin GIobal 
Telecommunications Services, Inc. of Network Services with Lockheed Martin Global 
Telecommunications ("LMGT") a wholly-owned entity of Lockheed Martin Corporation. 

Prior to the merger of LMGT and COMSAT, Mr. Welch served as president and general 
manager of COMSAT International. Before joining COMSAT in 1998, Mr. Welch 
served as vice president and area manager for Sprint Intemalibnal and Global One. 
There, he was responsible for business development and sales for the international joint 
venture, developing a full range of voice and data products to telecommunications 
carriers, businesses and consumers in Russia, India, the Middle East and Africa. 

From 1978 to 1994, Mr. Welch was a senior executive with GTE Corporation where he 
held a series of increasingly responsible international telecommunications and satellite 
industry management positions in sales and marketing. 

Miguel VaIero 
As Vice President of Global Marketing and Strategy, Mr 
responsibilities to lead the Network Services (NS) business as 
direction for the converged services business. The mission for NS 
service provider that will market network and applications 
customers. 

Prior to joining LMGT, Mr. Valero served as Vice President for 
at Astrolink International Ltd (AIL) a subsidiary company of 
wireless broadband system that will offer an integrated family 
including high-speed data connectivity for Internet access, 
networks, and back-up or surge network capacity. 

Valero shares prime 
it pertains to Strategic 
is to create an InfoCom 
services to enterprise 

Business Development, 
LMGT. Astrolink is a 
of multimedia services 
private corporate data 

With over a decade in the telecommunications industry, Mr. Valero has held severaI 
senior management positions: Sr. Director for international business for World Access 
with primary focus in International markets Executive Director for Business 

I Development for Hughes-Spaceway in Asia Pacific and Latin America, Vice President 
for International Sales and Marketing with worldwide responsibility for General 
Instruments and Compression Labs Inc. and Director of International Sales for Vitacom 
Corporation focusing in Latin America. 

In  his career, he has been working in bringing to market new technologies such as 
Wireless Internet via satellite, video compression technology for the AT&T videophone 
& DirecTV, and IP communications to international carriers and operators. 



Mr. Valero has a Bachelor degree in Electrical Engineering with focus in 
Telecommunications from the Monterrey Institute of Technology (ITESM), and Master 
in telecommunications from The University of California, Berkeley. 
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Michael C. Hughes 
Michael Hughes currently services as Vice President of LMGT Services, Inc. In that 
capacity he is chiefly responsible for for the finance function of the company. Hughes 
also serves as Vice President, COMSAT International, Inc. Mr. Hughes has served as 
Vice President Finance and VP Finance for Comsat Satellite Services for COMSAT 
Corporation and in other capacities with COMSAT since 1980. 

Janet McGreEor 
Janet McGregor was named the Vice President and Treasurer of Lockheed Martin 
Corporation in May 1999. She is the Treasurer of LMGT Services, Inc. Previously, 
Janet had served as Vice President Finance for Lockheed Martin's Electronics Sector 
since 1996. Prior to the merger with Lockheed Martin she had been Treasurer of Martin 
Marietta Corporation since 1992. Janet joined Martin Marietta Corporation's Treasury 
department in 1979. In 1984, she was named Assistant Treasurer, Corporate Finance, 
and in 1991 became Deputy Treasurer. Before joining Martin Marietta she was with the 
American Banker's Association. Janet is a member of the National Association of 
Corporate Treasurers, and a member of the Financial Executives Institute. She is also 
active in the Alumni Fundraising for Transyivania University, and an active member of 
S t. John's Episcopal Church in McLean, Virginia. 

Janet earned a bachelor's degree in psychology from Transylvania University in 
Lexington, Kentucky, and was awarded a master's degree in business administration from 
American University in Washington, D.C. She resides in McLean, Virginia with her 
husband, Charles Ing, and two daughters 

Robert Lantz 
Robert Lantz is Assistant General Counsel at Lockheed Martin Global 
Telecommunications in Bethesda, Maryland. Mr. Lantz' current responsibilites include 
supporting network operations and U S .  sales, as well as supporting LMGT's subsidiaries 
in Brazil, Turkey and Russia. Prior to joining LMGT, Mr. Lantz was an associate at 
Wilmer, Cutler & Pickering in Washington, DC, where he represented clients in 
international corporate, project finance, and insolvency matters. 

Mr. Lantz received his BA from California State Univerity, Sacramento, and MBA from 
National University, a JD from the McGeorge School of Law, and a LL.M from the 
Georgetown University Law Center. 



John V. Sponyoe 
Mr. Sponyoe is chief executive officer of Lockheed Martin Global Telecommunications, 
a wholly owned subsidiary established in 1998 by the Lockheed Martin corporation. The 

\ subsidiary, which recently merged with COMSAT Corporation, combined several 
I existing joint ventures and other elements of Lockheed Martin under a focused d 

management team to address the global network services market. Mr. Sponyoe is the 
Chairman of the Board of Directors of LMGT Services, Inc. 
Mr. Sponyoe was previously president of Lockheed Martin’s Electronics Platform 
Integration (EPI) Group, headquartered in Owego, N.Y. In this role, he directed the 
strategy that resulted in sustained business growth of the group, which has 
approximately 7,500 employees in the US.,  Canada, and the United Kingdom with core 
competencies in systems integration and support; airborne electronics; training and 
simulation; tactical weapons; air sovereignty/C41; mission electronics design and 
manufacturing; software development; postal systems and services; and information 
systems mode rni zat ion. 

After graduating from college, Mr. Sponyoe served in the U.S. Army from 1962-1945. 
He began his military service as a second lieutenant in the Artillery and subsequently 
earned the rank of captain. 

Mr. Sponyoe began his career with the IBM Corporation in 1965 as a systems analyst at 
the Federal Systems Division (FSD) Owego facility. He held numerous management 
positions of increasing responsibility throughout IBM in the areas of information 
systems, finance, and planning. In 1984, he was named IBM FSD vice president of plans 
and controls and in 1987, he returned to Owego as FSD vice president and general 
manager, IBM Owego. 

In 1994, IBM Federal Systems was acquired by the Loral Corporation and Mr. Sponyoe 
was named president, Loral Federal Systems Owego. Mr. Sponyoe joined Lockheed 
Martin in 1996, when the Loral Corporation’s defense electronics and systems integration 
businesses were acquired by Lockheed Martin. The Lockheed Martin Board of Directors 
elected Mr. Sponyoe a corporate vice president in 1997 and he was appointed president, 
Lockheed Martin Electronics Platform Integration Group. 

He holds a bachelor of business administration degree in accounting from St. 
Bonaventure University and a master of business administration degree in finance from 
the University of Scranton Graduate School of Business. 

John E. Montaeue 
John E. Montague is vice president and chief financial officer of Lockheed Martin Global 
Telecommunications with overall responsibility for all financial aspects of the business, 
including corporate development activities. Formed in 1998 to commercialize Lockheed 
Martin’s telecommunications services capabilities, LMGT became a $I -billion company 
upon completion of its merger with COMSAT Corporation in August 2000. Mr. Mr. 
Montague is a director of LMGT Services, Inc. 



Mr. Montague was previously corporate vice president of financial strategies for 
Lockheed Martin Corporation, with responsibility for development and implementation 
of initiatives targeted at significantly enhancing shareholder value, including all merger, 
acquisition and divestiture activities. In this capacity, he was responsible for transactions 
totaling in excess of $23 billion over a four-year period. 

Before the 1995 merger of Lockheed and Martin Marietta, he was vice president of 
corporate development and investor relations for Martin Marietta Corporation, with 
responsibility for the acquisition and divestiture activities, as well as formulation of 
overall strategic direction and shareholder communication. 

Mr. Montague joined the Martin Marietta Corporation in 1977 as a member of the 
engineering staff at Martin Marietta Denver Aerospace. 

He currently serves on the board of directors of Rational Software Corporation (NASDAQ: 
RATL) and L-3 Communications Corporation (NYSE: LLL). He also is a member of the 
board of directors of Astrolink, LLC (a strategic venture between Lockheed Martin, 
Telespazio, Liberty Media and TRW); Americom Asia-Pacific (a joint venture between 
Lockheed Martin and GE); and ACeS International, Ltd. (a venture with P.T. Pasifik Satelit 
Nusantara, Philippine Long Distance Telephone, Jasmine and Lockheed Martin). 

Born in Charlottesville, Virginia, Mr. Montague received a bachelor's degree in 
engineering economic systems from the Georgia Institute of Technology in 1975, and a 
master's degree in engineering design and economic evaluation from the University of 
Colorado in 1977. 

Robert Mansbach 
Mr. Mansbach is an Assistant General Counsel with Lockheed Martin Global 
Telecommunications Services, Inc. He also serves as an Assistant General Counsel with 
COMSAT Corporation and with Lockheed Martin Global Telecommunications, Inc. Mr. 
Mansbac h specializes in regulatory affairs and telecommunications matters before the 
Federal Communications Commission. Prior to coming to COMSAT in 1979, Mr. 
Mansbach served with the Federa\ Communications Commission. 

Kathy Fritz 
Kathy is responsible for all aspects of vendor relations, contracts, and resource 
management for LMGT. Previous to this assignment, Kathy was the manager of Voice 
and Video services for the Lockheed Martin Corporation. Kathy began her career with 
General Electric Aerospace over twenty years ago, ten of those years spent in the 
telecommunications arena, with additional expertise in the areas of customer relations, 
program management, contracts, procurement and resource planning. She has been 
instrumental in the development of the LMGT business, with focus on supporting the 
existing customer base and broadening the breadth and scope of LMGT's external 



\ 

I I 

affiliations. 
postgraduate studies in business and telecommunications. 

Kathy holds an undergraduate degree from Immaculata College, with 

Lois Redmond 
Ms. Redmond has worked in the field of finance for seventeen years. She began her 
career in International Project Finance and venture capital with the Overseas Private 
Investment Corporation in Washington, DC. She then moved on to real estate 
development and project finance. Since joining the Lockheed Martin Corporation, she 
has worked for the Aerospace Operations DivisiodSourcing Headquarters and has spent 
four and a half years working for Enterprise Information System’s Distributed 
Computing & TeIecommunications division in various financial roles. Ms. Redmond 
joined LMGT as the Manager of Business Operations in mid 1999 and has responsibility 
for financial planning and analysis and new business activities for voice, video and data 
networks. Ms. Redmond holds a B.S. in Business Administration, a B.A. in French and a 
M.B.A. in International Business and Finance. 



LOCKHEED MARTIN GLOBAL TELECOMMUNICATIONS SERVICES, INC. 
ENGINEERING & OPERATIONS PERSONNEL 

Paul Pelotte 
As Sr. Vice President, Engineering and Operations for Lockheed Martin Global 
Telecommunications, Paul Pelotte directs Engineering and Operations and oversees 
LMGT transport/carrier procurement, design engineering, sustaining engineering, 
network operations and management and product installation and maintenance. In 
addition?, his organization is tasked with the build-out of the LMGT terrestrial network 
and IASP infkastructure. Mr. Pelotte is a Vice President of LMGT Services, Inc. Mr. 
Pelotte previously was Vice President of Distributed Computing *& Telecommunications 
for Lockheed Martin Enterprise Information Systems Company, the Corporation's 
internal infomation technology division and was responsible for providing a wide range 
of computing and teIecommunications products, services and support to the Corporation 
with a strong focus on cost reduction? improved performance, profitability and 
competitiveness. Previous positions included Director, Technical Services & 
Infrastructure, for Martin Marietta Intemal Information Systems, Manager, Regional 
Information Technology and Manager of Technical Services for GE 

Stephen Beer 
Over his 29-year career, Mr. Beer has worked as an engineer, a scientific programmer, a 
systems programmer, an instructor (teaching microprocessor technology), and I/T 
strategic planning, administration, supervision, and management (1 7 years). Mr. Beer's 
career with Lockheed Martin began 22 years ago with Lockheed - Georgia Company. He 
has been published only once (Computer Technology Review - Winter, I982), but was 
responsible for the technical development of the an early Management Information & 
Decision Support (MIDS) system which was covered in a Harvard case study, and by 
John Rockhart (MIT) in his book on management information systems Mr. Beer has a 
BS in Electronics Engineering. 

Anthonv Brown 
Anthony Brown is Director? Customer Solution Engineering for Lockheed Martin Global 
Telecommunications (LMGT), a wholly owned subsidiary of the Lockheed Martin 
Corporation. He is also a Vice President of LMGT Services, Inc. Mr. Brown previously 
was manager, Network Design Engineering for LMGT. After graduating magna cum 
laude with a BS degree in Systems Scienceh3usiness from the University of West Florida 
in 1980, Mr. Brown accepted a position with Martin Marietta in Orlando, Florida as an 
engineer in the data network services organization. Mr. Brown has 20+ years experience 
in telecommunications and data networking and 12 years experience in management and 
program management. 



Robert ElIis 
Robert Ellis, Director of Global Operations? has been in the Information Technology field 
for the past 25 years, holding several technical and managerial positions. Significantly, 
Mr. EIlis was a member of the core team for Network development for Sperry 
Corporation and Unisys Corporation charged with leading the implementation of wide 
area networking for both organizations. He has been with Lockheed Martin for the past 
four years and joined Lockheed Martin as a result of the acquisition of Lord Corporation. 
He holds degrees from the City College of New York and the State University of New 
York. 

- -- 
Mark Hebeson 

Mark Helgeson has spent 24 years in the military as a telecommunications officer 
specializing in satellite communications, wide area networks, and network operations 
center management. He managed organizations composed of over 900 
telecommunications and computer technicians. He joined LMGT in 1999 as a project 
manager for govemen t  and military accounts. In June 2000, he was assigned as 
manager of sustaining engineering. 

James P. Mathieu 
James Mathieu has thirty-two years LMC technical experience: 12 in systems 
programming and application software; twenty years in telecommunications; and twenty 
years in management positions. Mr. Mathieu is experienced in telecommunications 
contracts, regulatory and financial management. Has managed planning, engineering, 
provisioning, installation, operation & maintenance of 10 meter earth stations, various 
terrestrial radio systemshetworks, video conferencing systems, PBX, Centrex, and 
corporate telephone networks, and domestic and international terrestrial data transport 
services. 

James H. Wilson 
James Wilson has been employed in telecommunications field since April of 1979, with 
Lockheed Martin since 198 1. He has experience related to all aspects of Terrestrial based 
Telecommunications - logistics, administration, operations, engineering, supervisory, 
project management. Mr. Wilson served in supervisory related capacities with NCR 
Comten from 1979 to 1981, and with LMC from 1981 to 1990. He also served in project 
related management capacities from 1998 to present. Mr. Wilson has extensive technical 
background relating to all areas of data transport - engineering, installation? maintenance 
and operational. These include legacy type systems such as SNA and channel extension 
and present systems such as TCP/IP and multi-protocol based networks. 

Ken Lask 



Ken Lask started with Ford Aerospace in 4/84, which was acquired by Loral in 1990, and 
then acquired by Lockheed Martin in 1996. During those sixteen plus years, Mr. Lask 
was the SNA Systems Programmer for six years, and he has been in management the past 
ten years. Under Loral, M i  Lask was the Manager of the Corporate Network, which 
included responsibility for the data backbone, the Email Transport System and network 
security. Since the acquisition by Lockheed Martin, he has been involved in network 
integration activities, as well as supporting new commercial initiatives. Mr. Lask has a 
Bachelor's degree in Marketing, a Graduate Certificate in Systems Management and a 
Master's degree in Telecommunications Management. 



Attachment 2 

Financial Statements 

As a recently formed entity which has not begun providing service, Lockheed Martin 
Global Telecommunications Services, Inc. has no significant financial history and does not issue 
audited financial statements. However, as discussed in Attachment 3, the Company has access to 
more than adequate capital to compete successfully in the interexchange telecommunications 
services market in Florida. Attached are the most recent audited annual financial statements for 
the Company’s ultimate parent, Lockheed Martin Corporation, which had revenues of 
approximately $25.3 billion in 2000. 
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(tn millions, except per share data and n u m k r  of employees) 2000 1999 1998 

Net sales $25.329 $25,530 $26,266 

ODeratina profit 1,205 2,009 2,522 

2,449 2,958 Operating profit before amortization of intangibles 1,455 

Net (loss) earnings (51 9) , 1'382 1,001 

Diluted (loss) earnings per share (1.29) -99 2.63 

Pro forma diluted earnings per share excluding 
nonrecurrinu and unusual items 1.07 1 S O  2.99 

Cash dividends per common share .44 .88 -82 

Total assets 30,349 30,261 28,744 
~ 

Short-term borrowinas 12 475 1,043 

Lona-term debt lincludina current maturities) 9,947 11,479 9,843 

Stockholders' eauity 7,160 6,36 1 4,137 

Neqotiated backloq $56,424 $45,9 13 $45,345 

Employees 130,OOO 147,000 1 65,000 

Note: For a discussion of nonrecurring and unusual items and other matters akcting the comparability of the 
information presented above, refer to Management's Discussion and Analysis of Financial Condition and 
Results of Operations on pages 23 Ihrovgh 41 of this Annual Report. 
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Dear Fellow Shareholder: 

We begon ZOO0 with firm commitments to some cusfomers better, improve linanciol perlormance, monage for 

We are pleased to report that we hove met these commitments and, in so doing, hove achieved signifrcontly 
cash, drive operational improvements, and improve planning quality. 

higher levels of customer sotisfoclron and enhonced shcrehdder d u e .  We exceeded all financial goals set 

for 2000, including achieving record orders and bockkg, record free cash flow generation, substanliol debt 

ruduction, and the receipt of full and lair volus b our divestitwos. 
Of nearly 550 operotianol ond developmental 'Mission Success' even15 measured, 95% were successful 

Two other important meoswes of customer satisfaction and confidsnca-clward fees for current programs and 
orders represenling fulure business4och increased substantialty during 2000. Average aword fees increased 

from 85% in 1999 to 93% in 2000, while we recsivsd more than $37 billion in new orders during 2000, some 
33% higher than 1999 As o result, bocklog ey~lnded from $45.9 billion at rho end of 1999 
the end of 2000, an increase of 23% We bdieve hat the rdignnunt of wr businasses, and coroful focus by sen- 
ior executive leadership and our dadlcakd empbyees dirwlly conhibubd to this performance This realignment 
was intanded to incrwse accountobiliiy throughout wr orgonizohn whik. at th some time, intensify the locus 
on our cwkmsrs 01 we delivcr conrirbncy ond qudity. We ore grotilied thot our customers continue to p l a e  such 
tnrsl in us, and fulfilling their needs remoins our number one priorib. 

In 2000, we committed the Corporation to mortaging for cash and reducing debt. Free cash flow increased 
ham opproxirnakly $875 mihiin in I999 k $1.8 billion in ZOW, ow best performance ewr. This accomplishment 
woa achieved mainly throvgh the reduction d days working cop id  os we f a u s d  on the management of reeeir 

oblsa, cultomcr advances, payobbr and inventory thrarghoui d our business arms. By combining bee cash Raw 
with tha $2 billion of cash proceeds h m  our diurstitures, we reduced our deb1 by $2 billion and i n c r w d  our 

cash invested by 4 1  billion. This brought our nekieb+tmcapital ratio down from 64% l~ 54% and we ore making 
rapid progruss bward bringing this ratio within a pmfenod rongs of 40% 10 50%. In 2000. wa committed b 
drive opsrdond improvbmnh and improve p h n n i q  quahy. Our uIc2 I @orating Excdlswe Program haa beon 
signibniby erponded lo 01 e h " 8  d aur enkrprlm. o n n d  %wings l a r p h  me now $3.7 billion. we hove 
expondad tho use of rhored Isrvkes w o i s  on our business orws 10 drivo m h g s  and efftciencies from using com 
mon pradicas, t w n g i w r d  p e r m s ,  ond acommsrcakrd mormgommt rod, in OUT odminirhotive functions. In 
kptembm d 2000 ths aerospco ond Mensa businss~&ilneu excbnge named -Exosbr"', of which we w e  
0 founding partner, w o s  ociivoted. Our streomlining initiatives in konoutics ond S p a s  ore providing additional 
annual savings ai o p p o x i ~ d y  $200 "Ion, and our burineu planning pocslr is rovnd as we  me^ or weeded 
OH projections in 2000. W provided ow shareholders with o total return d 58% for 2000. 

hoking fonvard, wo m opporhmiiier as d l 0 1  risks and chalbnges. We have d o l i d  a set of leadership 
and manogement imperatives tho1 will extend OUT vision, & ow slrotegy, and further drive our cuhm of per- 
formance as we continue the transition from recovery k disciplined growth and auskh-md mlue creation. 

We continue to p r a m  our goo1 of being ~ t m  world'r best systems inbgrabr. We klim ow proven com 
ptencies and copobiliiies, which enobb the m " s s  integration ond exploitotion of complex technologies, wilt 
be undw incrooslng demand. Gowmmenh om Incroasingty IikoIy turn b private sector partners lor soolutions 
to notional ond global challenges. h is  our obbtive to be tha partner of choke that hos driven ut to aggressively 
reolign customer inlorfacer, strwmlino oprolions, rducm costs, onhoncr rosponrivoners, expond swpporl, 
focus on innovation, ond deliver us promised. Through OUT systems and information technobgy akills, we intend 
10 meat our commitment io bs the preferred private d o r  portnor and superior infrostructure supplier io the 
US. Government. 

$56 4 billron ot 

Also, around the globs corporations continue to cansdidote resulting in enierprisss of unprecedentedly large 
scale and complexity, whose oppeliie for comprehensive duiions based on the application of advanced technology 

i s  also rapidly expanding Here too our competencies can be applied. Our actions will be guided by a disciplined 
focus on customerr ond markets tho! value toto1 systems solutions, enabling ut to consistently generate returns 
obove the cost of capitol. 

culture wi l  determine cur future and the well baing of the customerr we are commikd to s m e .  We assembled 
this Corporation l~ perform, and we are going to do so. h we low- the fully intogrod resources of 'Team 

Lockherd Martin'. performance i s  our key discriminator and shareholder value our key maowre. The heritoge 
d where we've been individuotly is much lass imporionl than  he f h r e  we create togelher. 

As we create that future, we are first commifled to achieving continuoua operotionol improvements, including 
increased profit margins, wilh commsnruraie increases to free cosh flow generotion. Our goal oi driving operating 
marginr toward double-digit prformance levels remains and we hove chollenged our entire lwdsrrhip leom IO 

contribute b his very demanding obpctive. h we work additional pathways to profitobilib, we remain commrlted 
to our overage annual recurring EPS expansion g a l  d 15% k 25%. 

Second, we must sustain ow disciplined deployment of cash. We have made good prcggress on resloring fleri. 
bility and occelerating a return k a torgeted net debt to ktol capital range of 40% b 50%. and we will continue 
to rigorously prioritize Investments IO ossuro the adequacy d returns. 

Thrrd, we musf concentrate on achieving higher lsvsls d prd ibbb organic p w t h  in our businesses that have 
domonslrotd the obility to conailten+ ochieve d i d  profit margins ond returns. 

And fourth, we must continue to oxomine an array d skotegic &ions to enhonce shareholder value We will 
folbw through wilh our exploration of alturnotives for our stote ond kcal services business, os well os exomining 
tfm best woys b yield value from Globol Tebwmmunica~oni. Such businesses require strotegic portnars, outside 
capital and entrepreneurial monagement to ochisve their hull polential. We hove reported to you on imbolonces 
between copocity and market bmnd in sdected businesses and markets, md will work b readve hose imbalances 
provided shorshdder value considerations ore p e d .  And we " o i n  firmfy m m i n e d  b generating odditional 
wlue by increasing the rstwn on our inteflsctval copital through the m010 ogsresiirs management of 'Iechnology 
mining' activities. Waking with venture capitol hrms, we completed mveral tanlacticma in he y e a  Zoo0 to creote 

rtarfup companies in which we hold significant mquity stakes. 
In closing, we ore proud of our leadership bam and the I30,OOO Lockheed Martin prolessionoh for heir  

performance in 2000 11 was, by wary measure, o very good stort b this millennium. We hove the energy and 

excitement of being affiliated with u buly wnded!~l, high performance enterprise and we are committed IO building 
on the momentum we hove crsoted as w drive fohord to apply increasingly sophirticoted tcchndogier through 
integrated systemr dutions to m w t  our customers' most demonding chollaclgas. This i s  a great compony ...ow 
company ... lockheed Mortin. While year 2000 was a ybor d recovery, m ore swe our bast days remain 
ahsod of ua. 

Mote than any other attribute, however, the degree to which we continue to build our volw bosed perfwmoncs 

March I, 2001 

d-&qy-- + 
Vance 0. Coffmon 
Chairman and Chief Execu~vs Officer 

Robert 1. Stevens 
Preaidenl and Chief Operating Officer 
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Building on our cynrtira in trofhc “pwnt solutions worl&i&, 

L o c k M  k r i i n  will M o p  a d  instnH m air traffic mnogement sys- 

tem ai rha New k n i s h  Centre d Prostwick In oddltion, Lockheed Mortin 

supplies tb v e d  TraffK h”mf hhr” 5y5ls1-n [YTMS) to rhs 

U.S. Cooit Guard a d  cur- in 14 ort#r ewn&ier k imprws s o h  

and efficiency or buv h and portr. A WMlS k the Shalt of the 

Bosphotui at Istanbul will indude advanced radar ond o p w o ~  aids 

intqroling video, ms~eordogicol, hydrographic and novigotiod 

sensors With lockheed Mortin’r WMS, wsd baht in the brioat 

waters i s  provided orderly ond sole parroge. 

In the oraa of oirwh moint*wncs, the @x”nt d A-Q8ntina 





December 3 1, 2000 

Lockheed Martin Corporation (Lockheed Martin or the 
Corporation) i s  engaged in the conception, research, 
design, development, manufacture, integration and opera- 
tion of advanced technology systems, products and sew- 
ices. The Corporation serves customers in both domestic 
and international defense and commercial markets, with its 

principal customers being agencies of the U.S. Government. 
The following discussion should be read in conjunction with 
the audited consolidated financial statements included herein. 

Strategic and Organizational Review 
In September 1999, os part of a strategic and organizational 
review, the Corporation announced plans to evaluate the 
divestiture of certain non-core business units and the reposi- 
tioning of certain businesses to maximize their value and 
growth potential. 

of certain nontore business units, the Corporation c o m  

pleted the sale of its Aerospace Electronics Systems (AES) 
businesses to BAE SYSTEMS, North America Inc. (BAE 
SYSTEMS) in November 2000. In oddition, in September 

2000, the Corporation completed the sale of Lockheed 
Martin Control Systems [Control Systems) to BAE SYSTEMS. 
These transactions are discussed in more detail under the 
caption "Divestiture Activities" below. 

In January 200 1 , the Corporation completed the 
divestiture of two business units in the environmental man- 
agement line of business. The impact of these divestitures 
was not material 10 the Corporation's consolidated results 
of operations, cash Flows or financial position due to the 

effects of nonrecurring and unusual impairment losses 
recorded in 2000 and 1999 related to these business units. 
These losses were included in other portfolio shaping activi- 
ties. The corporation is continuing to evaluate alternatives 

relative to the disposition of all or a portion of its investment 
in a business unit in the state and municipal services line of 
business, subject to appropriate valuation, negotiation and 

approval. Net sales for the year ended December 3 1 , 2000 
related to this business unit were $564 million. Management 
cannot predict whether or when a potential divestiture will 
take place or the amount of proceeds that may ultimately 

b e  realized. 

In connection with its decision to evaluate the divestiture 

c. 

In addition, on an ongoing basis, the Corporation will 

continue to explore the sole of various investment holdings 
and surplus real estate. IF the Corporation were to decide to 
tell any of its investment holdings or surplus real estate, the 
resulting gains, i f  any, would be recorded when the trans- 
actions are consummated and losses, if any, would be 
recorded when they are estimable. The Corporation will 
also continue io review-its businesses on an ongoing basis 
to identiFy ways to improve organizational effectiveness 
and performance, and to clariFy and focus on its core busi- 
ness strategy. 

In the third quarter of 2000, the Corporation completed 
its evaluation of alternatives relative to maximizing the value 
of two business units that serve the commercial information 
technology markets. In October 2000, the operations of 
one of the two business units, Integrated Business Solutions 
(IBS), were combined with the operations of lockheed 

Martin Global Telecommunications (MAGT), a whollyowned 
subsidiary of the Corporation. The remaining business unit, 
which provides Lockheed Martin's internol information 
technology needs, will continue to be operated as part of 
Lockheed Martin's Corporate and Other segment, consistent 
with prior periods. 

Business Combination with COMSAT Corporation 
In September 1998, the Corporation and COMSAT Corpor- 
ation (COMSAT) announced that they had entered into an 
Agreement and Plan of Merger (the Merger Agreement) 
to combine the companies in a two-phase transaction (the 

Merger). Subsequent to obtaining all: regulatory approvals 
necessary for the first phase of the transaction and approval 
of the Merger by the stockholders of COMSAT, the Corpor- 
ation completed a cash tender offer for 49 percent of 
the outstanding stock of COMSAT (the Tender Offer) on 
September 10, 1999. The total value of this phase of the 
transaction was $1 -2 billion, and such amount was included 
in investments in equity securities in the consolidated baiance 
sheet prior to consummation of the Merger as discussed 
below. The Corporation accounted for its 49 percent invest- 

ment in COMSAT under the equify method of occounting. 

-.- 
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5 On August 3, 2000, pursuant to the terms of the Merger 
Agreement, the second phase of the transaction was accom 
plished and the Merger was consummated. On that date, 
each share of COMSAT common stock outstanding immedi- 
ately prior to the effective time of the Merger (other than 

shares held by the Corporation) was converted into the 
right to receive one share OF Lockheed Martin common 
stock. The total amount recorded related to this phase of the 
transaction was approximately $1.3 billion based on the 
Corporation's issuance of approximately 27.5 million shares 
of its common stock at CI price of $49 per share. This price 
per share represents the average of the price of Lockheed 
Martin's common stock a few days before and after the 
nnnouncement of the tronsaction in September 1998. 

The total purchase price for COMSAT, including trans- 
a d o n  costs and amounts related to Lockheed Martin's 
assumption of COMSAT stock options, was opproximately 
$2.6 billion, net of cash balances acquired. The COMSAT 
transaction was accounted for using the purchase method of 
accounting. Purchase accounting adjustments were recorded 
in 2000 to allocate the purchase price to assets acquired 
and liabilities assumed based on their fair values. These 
adjustments included certain amounts totaling approxi- 
mately $2.1 billion, composed of adjustments to record 
investments in equity securities acquired at their fuir values 
and cost in excess of net assets acquired, which will be 
amortized over an estimated life of 30 years. 

the results of operations of LMGT since August 1, 2000. 
Given the substantial investment necessary for th8 growth 
of the global telecommunications services business, support 
from strategic partners for the Corporation's global telecom- 
munications business area may be sought and public equity 

markets may be accessed to raise capital, although the 
Corporation cannot predict the timing or the outcome of 
these efforts, 

The operations of COMSAT have been consolidated with 

D'rveStiture Activities 
In connection with its strategic and organizational review, 
the Corporation decided in July 2000 to sell i ts AES busi- 
nesses to BAE SYSTEMS for $1.67 billion in cash (the AES 

Transaction). The AES Transaction closed in November 2000. 
The Corporation recorded a nonrecurring and unusual loss, 
including state income taxes, of $598 million related to this 
transaction which is included in other income and expenses. 
The loss negatively impacted the net loss For 2000 by $878 
million, or $2.1 8 per diluted share. Although the AES Trans- 
action resulted in the Corporation recording a pretax loss, 
i t  resulted in a gain for taFpurposes primarily because cost 
in excess of net assets 6Zquired (goodwill) is  not deductible 
for tax purposes and therefore was not included in the tax 
basis of the net assets of AES. Accordingly, the Corporation 
is required to make state and federal income tax poyments 

associated with the divestiture. ne AES Transaction is 
expected to generate net cash proceeds of approximately 
$1.2 billion after related transaction costs and federal and 
state income taxes which are expected to be paid in 2001. 
Net sales included in the year 2000 related to the AES 
businesses totaled approximately $655 million, excluding 

intercompany sales. 
In September 2000, the Corporation completed the 

sale of Control Systems to BAE SYSTEMS for $5 10 million 
in cash. This transoction resulted in the recognition of o 

nonrecurring and unusual gain, net OF state income tuxes, 
of $302 million which is  reflected in other income and 
expenses. The gain favorably impacted the net loss for 
the year ended December 3 1 , 2000 by $1 80 million, or 
$.45 per diluted share. Net soles for the first nine months 
of 2000 related to Control Systems totaled approximately 
$2 15 million, excluding intercompany sales. This  transac- 
tion generated net cash proceeds of $350 million after 
related transaction costs and federal and state income 
tax payments. 

In September 2000, the Corporation completed the 
sale of approximately one-third of its interest in lnmarsat 

Ventures Limited (lnmarsot) for $164 million. The investment 
in lnmorsat was acquired as port of COMSAT in conjunc- 

tion with the Merger. As a result of the transaction, the 

Corporation's interest in lnmarsat was reduced from approxi- 
mately 22% to 14%. The sale of shares in Inmarsat did 
not impact h e  Corporation's results of operations. The 
transaction generated net cash proceeds of approximately 
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$1 15 million after transaction costs and federal and state 

income tax payments. 

business units as a new independent company, L-3 Com- 

munications Holdings, Inc. (L-31, in which the Corporation 

retained an approximate 35 percent ownership interest 
at closing. The Corporation's ownership percentage was 
reduced to approximately 25 percent in the second quarter 

of 1998 as o result of an initial public offering of L-3's com- 
mon stock. This transaction resulted in the recognition of a 
nonrecurring and unusual gain, net of state income taxes, of 
$ 1  8 million, and increased 1998 net earnings by $12 mil- 

lion, or $.03 per diluted share. In 1999, the Corporation 
sold its remaining shares of 1-3 in two separate transactions. 

On a combined basis, these two transactions resulted in a 
nonrecurring and unusual gain, net of state income taxes, 

of $155 million, and increased 1999 net earnings by 

$101 million, or $.24 per diluted share. 

In September 1999, the Corporation sold its interest in 

Airport Group International Holdings, LLC which resulted in 
o nonrecurring and unusual gain, net of state income taxes, 

of $33 million. In October 1999, the Corporation exited its 
commercial 3D graphics business through a series of trans- 
actions which resulted in the sale of its interest in Real 30, 
Inc., a majorityawned subsidiary, and a nonrecurring and 

unusual gain, net of state income taxes, of $33 million. On 
o combined basis, these transactions increased 1999 net 

earnings by $43 million, or $ . I  1 per diluted share. 

lndustry Considerations 
The Corporation's primary fines of business ore in advanced 

technology systems, products and services for aerospace and 
defense, serving both government and commercial customers. 

In recent years, domestic and worldwide political and ece  

nomic developments hove strongly affected these markets, 

requiring significant adaptation by market participants. 

The U.S. aerospace and defense industry has experi- 

enced years of pressures and uncertainties relative to budg- 

ets for research, development, test and evaluation, and 

procurement. After over a decade of downward trends in 

the US. defense budget, the portion of the Federal budget 

In 1997, the Corporation repositioned 10 of its noncore 

6 

[Con tin uedJ 

devoied to deFense is  at one of its lowest levels in modern 

history. In addition, worldwide defense budgets hove been 
declining, with the limited funds available for such budgets 

targeted for operational readiness and personnel issues 

instead of acquisition programs. An increasing portion of 

expenditures for defense is used for upgrading and mod- 
ernizing existing equipment rather than acquisition of new 

equipment. Such trends i n  defense spending have created 

risks associated with demond and timing OF orders relative 
to certain of the Corporation's existing programs. For exam 

pie, though the Corporation received several new orders 
For C-l3OJ airlift aircrah in 2000, the program since incep 

tion has not experienced the level of orders anticipated 
which has resulted in lower than expected production 

levels. The Corporation is continuing to focus its efforts on 

new orders from domestic and foreign customers, although 
it cannot predict the outcome of these efforts. 

The industry participants reacted to shrinking defense 

budgets by combining to maintain critical mass and 

attempting to ochieve significant cost savings. The US. 
Government was supportive of industry consolidation activi- 

ties through 1997, and the Corporation had been at the 

forefront of those octivities. Through its own consolidation 
activities, the Corporation has been able to pass dong sav- 
ings to its customers, principally the U.S. Department of 

Defense (DOD). More recently, major aerospace companies 
have focused their efforts on cost savings and efficiency 

improvements, as well as generation of cash to repay debt 
incurred during the period of consolidation. Further domes- 

tic consolidation is possible, as evidenced by the proposed 

acquisition of Litton Industries, he. by Northrop Grumman 
Corporation announced in 2000. 

Ongoing consolidation continues within the European 

aerospace industry resulting in fewer but larger and more 
capable competitors, potentialty resulting in an environment 

where there could be less demand for products from U.S. 
companies. Such an environment could affect opportunities 

for European partnerships and sales potential for US. prod- 
ucts outside the U.S. In addition, consolidation is beginning 

to occur between U.S. and European aerospace companies, 

1- 
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2 as evidenced by the acquisition in 2000 of the Corporation's 

AES and Control Systems businesses by a U.S. subsidiary 

of BAE SYSTEMS plc. . 

budget may have ended, with proposals being made for 
modest increases in the next several years. However, the 
change of administration in Washington, D.C. may result in 

significant alterations to current defense budgets and goals. 
A new administration typically begins by reviewing existing 

programs and priorities, and President Bush has instructed 
the Secretary of Defense to perform a "top-to-bottom" review 

of all defense expenditures. He has also indicated a willing- 
ness to curtail spending on programs that may become 

technologicolly obsolete in the near future and may allocate 
additional funding for research and development projects 

as well as personnel needs. The Corporation cannot predict 
whether the defense budget will increase or the mognitude 

of such increases, i f  any. 

If there are moderate increases in defense spending, the 

Corporation's broad mix of programs and capabilities makes 
it a likely beneficiary of any such increases. However, there 

are risks associated with certain of the programs for which 

the Corporation is competing and which may be the primary 

recipients of significant future U.S. Government spending. 
These programs are very large and likely to be well-funded, 
but may only involve one prime contractor. For example, 

the Corporation is involved in the competition for the Joint 

Strike Fighter USF) tactical aircraft program. Because of the 
magnitude of this program, being unsuccessful in the corn- 
petition would be significant to any of the competitors' future 

fighter aircraft operations. Additionally, the JSF program and 

other large, highly visible programs, such as the Corporation's 

f-22 fighter aircraft program, will likely receive significant 

attention in the Administration's "topto-bottom" review, and 

will continue to attract substantid Congressional focus as 
potential targets for reductions and/or extensions of their 

funding to pay for other programs. However, the JSF and 
F-22 progroms remain a high priority for the DOD and the 
armed services, as well as for the Corporution. 

In February 2001, the F-22 program completed the 

eleven test criteria established by the Defense Acquisition 

There are signs that the'continuing decline in the defense 

Board (DA6) which were required to be completed prior to 

the full contract award for the production of tot 1 ( I  0 air- 
craft) and the tong lead procurement authorization for Lot 

2. The Corporation is currently awaiting further direction 

from the U.S. Government regarding authorization to begin 

initial production (Lot 1). In January 2001, the Corporation 
received partial funding of lot 1 which is  adequate to con- 
tinue necessary activities jhrough the end of March 2001. 
Also in January 20Q1 ,*;he Corporation received advance 
procurement funds to protect tot 2 cost, schedule and 

the supplier base. The U.S. Air Force has advised the 
Corporation of its intent to provide additional tot 2 
advance procurement funds in monthly increments prior 

to the F-22 DAB'S final decision. The second increment was 
received in February 2001 which covers efforts through 

the end of February. The Corporation cannot predict 
whether or when full funding will be received for the Lot 1 
and Lot 2 phases of the F-22 program. 

As a government contractor, the Corporation is subject 
to U.S. Government oversight. The government may investi- 

gate and make inquiries of the Corporation's business prac- 

tices and conduct audits of contract performance and cost 
accounting. Depending on the results of these investigations, 

the government may moke claims against the Corporation. 

Under U.S. Government procurement regulations and prac- 
tices, an indictment of a government contractor could result 
in that contractor being fined and/or suspended for a period 

of time from eligibility for bidding on, or for award of, new 
govemment contracts. A conviction could result in debarment 

for a specified period OF time. Similar government oversight 

exists in most other countries where the Corporation con- 
ducts business. Although the outcome of such investigations 

and inquiries cannot be predicted, in the opinion of man- 
agement, there are no claims, audits or investigations pan& 

ing against he Corporation that are likely to have a material 

adverse effed on the Corporation's business or its consofi- 

dated results of operations, cash flows or financial position. 

The Corporation remains exposed to other inherent risks 
. associated with U.S. Government contracting, including 

technological uncertainties and obsolescence, changes in 
L. 
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government policies, and dependence on annual Congres- 

sional appropriation and allotment of funds. Many of the 

Corporation's programs involve development and applica- 

tion of state-of-the-art technology aimed at achieving chaC 

lenging goals. As a result, setbacks and failures con occur. 

It is important for the Corporation to resolve performance 

issues related to such programs in a timely manner to 

achieve success on these programs. 

The nature of the Corporation's business also makes it 
subject to export control regulation by the U.S. Department 

of State and the Department of Commerce. Violations of these 
regulations can result in monetary penalties and denial 

of export privileges. Management is currently unaware of 

any violations of export control regulations which could 

have o material adverse effect on the Corporation's busi- 

ness or its consolidated results of operations, cash flows 

or financial position. 

The Corporation also conducts business in related corn- 

mercial and non-defense markets. Although these lines of 

business are not dependent on defense budgets, they share 

many of the risks associated with the Corporation's defense 

businesses, os well as other risks unique to the commercial 

marketpluce. Such risks include development of competing 

products, technological feasibility and product obsolescence. 

Industry-wide, the launch vehicle industry experienced 

a reduction in demand beginning in 1999 primarily reflect- 

ing startup issues for certain satellite systems with which the 

Corporation was not involved and delays in completing cer- 
tain satellite systems due to excess transponder capacity in 

some regions. These factors have resulted in pricing pressures 

in the launch vehicle industry ussociafed with increased 

competition. This comes at a time when the Corporation is 
making significant investments in the Evolved Expendable 

launch Vehicle (Alas V) program, the Corporation's next 

generation of launch vehicles. This program has required 

investment of funds for research and development, stahup 

costs, certain other nonrecurring costs, and launch facilities. 

A portion of these expenditures have been funded under an 

agreement with the U.S. Government. Orders to date relo- 

tive to the program have been lower than expected, result- 

ing in lower production levels than anticipated. - 

The above Factors relative to start-up issues and delays 

in completion of satellite systems also contributed to delays 

in commercial satellite orders. In addition, similar to the 

launch vehicle industry, the commercial satellite industry is 

experiencing pricing pressures due to excess capacity as 

well as industry consolidation. Further impacting demand 

have been the business difficulties encountered by certoin 

satellite systems, such gs the bankruptcies of the Iridium and 

IC0 systems in l99< which have resulted in increased 

investor scrutiny of new ventures and a reduction in the 

total market size in the near term. The Corporation has 

established cost objectives related to its lounch vehicle and 

commercial satellite programs intended to allow it to con- 
tinue to compete in these markets while maintaining its 
focus on successFul operations, though it cannot predict 

the outcome OF these efforts. 

is subject to regulation by the federal Communications 

Commission (FCC) with respect to various aspects OF the 
telecommunications services it provides. FCC decisions and 

policies have had, and may continue to have, a significant 

impact on the segment. In March 2000, Congress passed 

the ORBIT Act which permitted the Corporation to complete 

its acquisition of COMSAT. The ORBIT Act also established 

deadlines for the privatization and completion of initial 

public offerings by the International Telecommunications 

Satellite Organiralion (INTELSAT), tnmarsat and New Skies 

Satellites, N.V. (New Skies), os well as specific criteria for 

determining whether the privatizotions of those entities are 
pro-competitive. If those criteria are not met, the FCC may 

limit access by US. users to the satellite capacity of the pri- 
vatized entities for certain services. The Corporation owns 

22.5% of INTELSAT, 14% of Inmarsat, and 14.3% of New 
Skies. INTELSAT i s  working to complete a timely privatiza- 

tion in 2001 and plans to conduct an initial public offering 

in the future as mandated by the ORBlT Act. Inmarsat priva- 

tized in 1999 and also plans to access the public capital 

markets. New Skies privatized in 1998 and completed an 

initial public offering in 2000. If INTELSAT and tnmarsat 

were unable to satisfy the ORBIT Act criteria and were 

denied US. market access, the value of the Corporation's 

investment in those entities could be adversely affected. 

The Corporation's Global Telecommunications segment 
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I! In addition, pursuant to ;he ORBIT Act, the FCC commenced 

a proceeding in 2000 to determine whether "sufficient 

opportunities" exist to directly access INTELSAT kom the U.S. 
If the FCC determines that such opportunities do not exist, it 

moy take actions that could adversely affect the Corporation's 

obilily to utilize contractually commitied future capacity on 

the INTELSAT system. A decision i s  expected in 2001. 

to substantial and increasing competition on Q variev 

of fronts. There has been an increase in the number of 
competing satellite systems and other telecommunications 

services providers in recent years, including a substantiol 

deployment of undersea fiber cables. Many of those com- 

panies have plans to substantially increase capacity. A 
number of the new satellite systems have had difficulty 

attracting customers and financing at the levels contem- 

plated by their business plans following the bankruptcies of 

the Iridium and IC0 satellite systems mentioned previously. 

LMGT has investments in a number of new or development- 

stage satellite systems, such as ACeS International, Ltd. 
(ACeS) and Astrolink International, LLC. In addition, the 

corporation owns approximately 15% of Loral Space & 
Communications Ltd. (Loral Spoce), which is  a major investor 

in Globalstar Telecommunications Limited (Globalstar). There 

can be no assurance that these ventures will be successful 

in  attracting the financing necessary to complete and 

operate their systems or the customer bases required for 
profitable operations. 

In connection with expanding i ts portfolio of offered 

products and services in commercial space and telecommu- 

nications activities, the Corporation has entered into various 

joint venture, teoming and other business arrangements. Such 
arrangements generally include a formal plan for funding 

of the business which typically requires commitments for 
funding from the partners, and may require the business to 

obtain financing from other sources. To the extent the busi- 

ness is unable to obtain such financing, the business part- 
ners, including the Corporation, would be required to assess 

alternatives relative to Further funding for the business. In 

addition, some OF these business arrangements include for- 
eign partners. The conduct of international business intro- 

duces other risks into the Corporation's operations, including 

f I uctua t i ng economic conditions, fluctuations in relative 

The Global Telecommunications segment i s  also subject 

currency values, regulation by foreign iurisdictions and the 

potential for unanticipated cost increases and timing issues 

resulting from the possible deterioration of political relations. 

with two Russian government-owned space firms to form 

Lockheed-Khrunichev-Energia International, Inc. (LKEI). 
Lockheed Martin owns 51 percent of NE1 and consolidates 

the operations of KEI into,:is financial statements. LKEl has 

exclusive rights to m.arket launches of commercial, non- 

Russianaigin space payloads on the Proton rocket from a 
launch site in Kazakhstan. In 1995, another joint venture 

was formed, International Launch Services (ILS), with the 

Corporation and LKEl each holding a 50 percent owner- 

ship. lLS was formed to market commercial Atlas and 

Proton launch services worldwide. Contracts for Proton 

launch services typically provide for substantial advances 

from the customer in advance of launch, and a sizable per- 
centage of these advances are forwarded to Khrunichev 

State Reseorch and Production Space Center (Khrunichev), 

the manufacturer in Russia, to provide for the manufacture 

of the related launch vehicle. Significant portions of such 

advances would be required to be refunded to each cus- 

tomer if launch services were not successfully provided 

within the contracted time frames. At December 3 1, 2000, 
approximately $409 million related to launches not yet pro- 

vided was included in customer advances and amounts in 

excess of costs incurred, and approximotely $602 million of 

payments to Khrunichev for launches not yet provided was 
included in inventories. Through yearend 2000, lounch 

services provided through LKEl and ILS have been in accor- 
dance with contract terms. 

AMROSS, a joint venture of the Pratt & Whitney division 

of United Technologies Corporation and the Russian firm 

NPO Energomash, for the development and purchase, s u b  
ject to certain conditions, of up to 101 RD-180 booster 

engines for use in two models of the Corporation's Atlas 
launch vehicle. Terms of the agreements call for payments 

to be made to RD AMROSS upon the achievement of cer- 
tain milestones in the development and manufacturing 

processes. Approximately $55 million of payments made 
under these agreements were included in the Corporation's 

inventories at December 3 1, 2000. 

In 1992, the Corporation entered into a joint venture 

*L 

The Corporation has entered into agreements with RD 



Results of Operations 
The Corporation‘s operating cycle i s  long-term and involves 

many types of production contracts with varying production 

delivery schedules. Accordingly, the results of a particular 

year, or year-to-year comparisons of recorded sales and 

profits, may not be indicative of future operating results. 

The following comparative analysis should be viewed in 

h i s  context. 
The Corporation’s consolidated net sales for 2000 were 

$25.3 billion, a decrease of one percent compared to 1999. 
Net sales for 1999 were $25.5 billion, a decrease of three 

percent compared to 1998. During 2000, increases in net 
sales in the Systems Integration, Technology Services ond 

Global Telecommunications segments compared to 1999 
were more than offset by decreases in the remaining busi- 

ness segments. In 1999, net sales decreases in the Space 
Systems and Corporate and Other segments more than off- 
set increoses in the remaining business segments. The U.S. 
Government remoined the Corporation’s largest customer, 

comprising approximately 70 percent of the Corporation’s 

net sales for 2000 compared to 71 percent in 1999 and 

70 percent in 1998. 
The Corporation’s operating profit (earnings before inter- 

est and taxes] for 2000 was approximately $1 -2 billion, a 
decrease of 40 percent compared to 1999. Operating profit 
for 1999 was approximately $2.0 billion, a decrease of 20 
percent compared to 1998. The reported amounts for the 

(Con fin uedj 

three years presented include fhe financial impacts of various 

nonrecurring and unusual items. The impact of these items 
on operating profit, net (loss) earnings and [loss) earnings 

per diluted share i s  as Follows: 

Effeds of nonrecurring and unuruul itcms: 
(W 

profit earnings share 

Oparating Net earnings 
fl04 (lots1 per diluted 

Loss related to AES 
Transaction (see Note 3) 

Gain on sale of Control 
Systems (see Note 3) 

Charge related to Globalstor 
guarantee (see Note 10) 

Impairment charge related 
to ACeS (see Note 9) 

Partial reversal of CalComp 
reserve (see Note 4) 

Goin on sales of surplus real estate 
Other portfolio shaping items 
Extraordinary loss on 

early extinguishment 
of debt (see Note 10) 

$1598) $ {878) $12.18) 

.45 

1.231 

t. 1 91 

.05 

.05 
(-07) 

1.24) 

Year ended December 3 I, 1999 
Divestiture of interest in 1-3 

(see Note 3) $155 $ 101 $ -26 
Gain on sales of surplus real estate 57 37 .10 
Partial reversal of CalComp 

Divestitures and other 

Cumulative effect of change in 

reserve (see Note 4) 2 0  12 -03 

portfoiio shaping items 17 12 .03 

accounting principle (see Note 1 J - (355) (.93) 
$ 2 4 9  $1193) $ ( 3 1 )  

Year ended k e m & r  3 I, 1998 
Charge for shutdown of 

CalComp (see Note 4) $(233) $(183) $ (-48) 
Gain on sales of surplus real estate 35 23 .06 
Initial public offering 

of L-3 (see Note 3) 18 12 .03 
Divestitures and other 

portfolio shaDina items 18 12 .03 
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I: The note references in the preceding table refer io the 

Notes to Consolidated Financial Statements included in this 
Annual Report. 

Excluding the effects of these nonrecurring and unusual 

items for each year, operating profit for 2000 would have 

decreased by one percent compared to 1999, and would 

have decreased by 34 percent for 1999 compared to 

1998. For 2000 compared to 1999, reductions in operat- 

ing proFit at the Space Systems, Global Telecommunications 

and Corporate and Other segments more than offset 

increases in operating profit at the remaining business seg- 

ments. Operating profit for 2000 compared to 1999 in the 

Aeronautics and Space Systems segments were favorably 

impacted by the absence in 2000 of negative adjustments 

recorded in 1999 on the C-1301 airlift aircraft and Titan IV 

I 
f Net Eornings 

a. Excluding the effects of the items presented in the preceding 
table entitled "Effects of nonrecurring and unusual items," 
net earnings for 2000, 1999 and 1998 would have been 
$432 million, $575 million and $1,137 million, respectively. 

as compared to the beginning of 1999, in accordance with 

the provisions of SFAS No. 87, "Employers' Accounting For 
Pensions." Additionally, favorable actual investment returns 

in comparison to expected returns on plan assets in 1999 
resulted in an increase in the recognition of actuarial gains in 

2000. These increases were partially offset by an increase 

in the interest cost component of pension income associated 

with the Corporation's totaLestimated benefit obligation. 

For 1999 comporid to 1998, decreases in operating 

profit at the Space Systems, Aeronautics and Global Tele 
communications segments more than offset the increases 

in operating profit at the remaining business segments. 
Operating profits for 1999 compared to 1998 in the 
Aeronautics and Space Systems segments were negatively 

impacted by the adjustments recorded on the C-13OJ and 

Titan IV programs mentioned above, and by the absence 

in 1999 of a favorable adjustment recorded during 1998 
in the Space Systems segment retoted to the Atlas launch 

vehicle program. 

Diluted Eornings 
(loss) Per Share 

Iln ddlml  . - -  - -. 
t3  m 

s2m 

$1 00 

m 

launch vehicle programs, respectively. In addition, as more 

fully discussed in Note 14, "Post-Retirement Benefit Plans," 

operating profit for 2000 was favorably impacted by an 
increase in net pension income of $2 13 million as compared 
to 1999. This increase wos due primarily to an increase in 

the expected return on plan assets resulting horn an increase 

in the fair value of plan assets at the beginning of 2000 

a. Excluding the effects of the items presented in the preceding 
table entitled "Effects of nonrecurring and unusual items," 
diluted earnings per share for 2000, 1999 and 1998 would 
have been $1.07, $1.50 and $2.99, respectively. 

For a more detailed discussion of the operating results 

of the business segments, see "Discussion of Business 

-Segments" below. 
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The Corporation reported a net loss for 2000 of $519 
million, a decrease of approximately $900 million compared 
to 1999 results. Reported net earnings for 1999 were $382 
million, a decrease of 62' percent compared to 1998. The 

2000 reported amount included the combined after-tax 

effects of the nonrecurring and unusual items presented 

above. The combination of these nonrecurring and unusual 

items reduced 2000 net earnings by $951 million, or $2.36 
per diluted share. The after-tax effects of the 1999 and 

1998 nonrecurring and unusual items ore also presented 

above. On  a combined basis, these nonrecurring and 

unusual items decreased 1999 and 1998 net earnings by 
$193 million, or $3 1 per diluted share, and $136 million, 

or $.36 per diluted share, respectively. 

The Corporation reported diluted (loss) earnings per  
share of $(1.29), $.W, and $2.63 for 2000, 1999, and 

1998, respectively. If the nonrecurring and unusual items 

described above were excluded from the calculation of 
earnings per share, diluted earnings per share for 2000, 
1999 and 1998 would have been $1.07, $1 SO, and 

$2.99, respectively. 

Discussion of Business Segments 
The Corporation operates in five principal business segments: 

Systems Integration, Space Systems, Aeronautics, Technology 

Services and Global Telecommunications. All other activities 

of the Corporation fall within the Corporate and Other seg- 

ment. The following tables of financial information and related 

discussions of the results of operations of the Corporation's 

business segments correspond to additional segment infor- 

mation presented in "Note 17-Information on Industry 

Segments and Major Customers" of the Notes to Consoli- 

dated Financial Statements. 

In the third quarter of 2000, Lockheed Mortin began 

presenting LMGT, which includes the operations of COMSAT 
and IBS, as a separate segment called Global Telecommuni- 

cations. The operations of LMGT and IBS were previously 

included in the Corporate and Other segment. Earlier in 

2000, the Corporation reassigned the Management & Data 

Systems business unit and the space applications systems 

line of business From the Systems Integration segment to the 

Space Systems segment. Prior period amounts have been 

reclassified io conform to these organizational changes. 

(Con tr wed] 

[In millions) 2000 1999 1998 

Net sules 
Systems Integration $ 9,647 $ 9,570 $ 9,336 
Space Systems 7,127 7,209 8,600 
Aeronautics 4,885 5,499 5,459 
Technology Services 2,318 2,261 1,935 
Global Telecommunications 766 389 25 1 
Corporate and Other sa6 602 687 

- ~~~~~ . $25,329 $25,530 $26,266 
* -  

[In millions) 2000 1999 1998 

Operuhg profit (loss) 
Systems Integration $ 583 $ 880 $ 858 
Space Systems 416 56 1 1,045 
Aeronautics 343 247 649 
Tech nology Services 1 26 137 135 
Global Telecommunications (21 5) (971 (41 
Corporate and Other 28 1 

~ ~ ~~~ 

$ 1,205 $ 2,009 $ 2,522 

The following table displays the total impact on each s e p  

ment's operating profit (loss) of the nonrecurring and unusual 

items presented earlier for each of the three years presented: 

(In millions) 2000 1999 1998 

Segment e h  of non- 
recumng and unusual 
items-opemling floss] prrpfif 

Systems Integration $ (304) $ 13 $ 4 

Aeronautics - - 
Space Systems 25 21 I 

Technology Services (34) 
Global Telecommunications (1 w 

- I 

- - 
Corwrate and Other 215 ( 1  661 

$ (539) $ 249 $ (162) 

In an ehrt to make the following discussion of significant 

operating results of each business segment more understand- 

oble, the effects of these nonrecurring and unusual items 

have been excluded. The Spoce Systems und Aeronautics 

segments generally include programs that ore substontiolly 

larger in terms of sales and operoting results than those 

included in the other segments. Accordingly, due to the 
large number of relatively smaller programs in the Systems 

Integration, Technology Services and Globol Telecommuni- 

cations segments, the impacts of performance by individual 

programs iypically are not as significant to these segments' 

overall results of operations. 
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Systems Integmfion 
Net sales of the Systems Integration segment increased by 
one percent in 2000 compared to 1999, and increased 
by three percent in 1999 compared to 1998. For the year 
ended December 3 1, 2000 compared to 1999, net sales 
increased by approximately $360 miltion as a result of 
volume increases in the segment's Naval Electronic and 

Surveillance Systems product line and electronic platform 

integration activities. Net sales also increased by approxi- 
mately $1 15 million in the segment's Missiles & Air Defense 

product line, primarily as a result of the Theater High Altitude 
Area Defense (THAAD) program's movement into the engi- 

neering, manufacturing and development (EMD) phase. These 

increases were partially offset by a reduction in net sales of 
approximately $4 10 million related to the AES and Control 

Systems businesses primarily due to the divestiture of these 
businesses in 2000. The increase in 1999 was comprised 

of a $100 million increase related to increased volume on 

surface systems activities, on $80 million increase in volume 

on tactical training systems and a $65 million increase in 
postal systems program activities. These increases were 

partially offset by a decrease of $100 million in classified 

octivities and spoce electronics programs. The remaining 
increase was primarily aitri buta bte to increased electronics 

octivities in the United Kingdom. 

Operating profit for the segment increased by two per- 
cent both in 2000 compared to 1999 and in 1999 com- 
pared to 1998. In 2000, the previously mentioned volume 

increases in the segment's Naval Electronic and Surveillonce 

Systems product line and electronic platform integration 

activities contributed approximately $40 million to the 
increase in operating profit from 1999. This increase was 

partially offset by an approximate $20 million decline in 

operating profit related to the AES and Control Systems 

businesses due to their divestiture in 2000. Also during 

2000, increases in operating profit attributable to the 

T H U D  program's movement into the EMD phase, as well 

us the absence in 2000 of a $15 million penalty recorded 

on that program in the second quarter of 1999, were offset 
by declines in operating profit on certain fire control and 

sensor programs due to program maturity. The 1999 

increase was comprised of a $50 million .increase related 

to the tactical training systems and postal systems volume 
increases discussed in the preceding paragraph as well os 
improved performance on missile and fire control programs. 

These increases were offset by the aforementioned $15 million 

penalty on the THAAD program and the absence in 1999 
of a $16 million favorable arbitration resolution recorded 

in 1998. The remaining ,hctuation in 1999 yeoraver-year 
operating profit relaterto declines in volume on various 
other systems integration activities. 

Space Systems 
Net sales of the Space Systems segment decreased by one 

percent in 2000 compared to 1999, and by 16 percent in 
1999 compared to 1998. In 2000, net sales decreased by 
approximately $440 million due to volume declines in mili- 

tary, civil, ond classified satellite activities, and by $1 80 
million due to decreased ground systems activities. An addi- 

tional $140 million decrease related to reduced volume in 

government launch vehicle programs. These decreases were 

podially offset by approximately $490 million related to 
increased volume on commercial space activities as well as 
an approximate $50 million increuse in various other spoce 

system activities. Year-over-year net sales also increased 

due to the absence in 2000 of approximately $90 million 
in negative adjustments recorded during 1999 related to 

the Titan IV program. These adjustments included the effects 

of changes in estimates for oward and incentive fees result- 
ing from a second quarter 1999 Titan IV launch failure, as 

well as a more conservative assessment of future program 
performance, tn addition, 2000 net sales were also favor- 
ably impacted by an approximate $50 million adjustment 

recorded in 2000 on the Titan IV program as a result of 
contract modifications and improved performance on the 

program. The contract modifications, which resulted prima- 

rily from the U.S. Government's Broad Area Review team 

recommendations, provided for a more balanced sharing of 
risk in the future. The improved performance on the program 

resulted from the successful implementation of corrective 
actions and initiatives taken since the previously mentioned 

1999 Titan IV launch failure. During 1999, almost holf of the 
segment's net sales decrease resulted from volume decreases 
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on military satellite programs and classified octivities. Net 

sales were also reduced by a $185 million decrease in com- 
mercial and civil satellite activities as a result of the maturity 
of certain programs and lower market demand. Net sales 
were further reduced by an opproximate $175 million 
decrease from 1998 related to ground systems activities, 
and by  a $50 million decrease in launch vehicle activities. 

As mentioned previously, during 1999 the segment recorded 
o negative adjustment related to the Titan IV program 
which reduced net sales by approximately $90 million. The 
remaining decrease in 1999 net sales wos related to a 
decline in volume on various other space systems activities. 

Operating profit for the segment decreased by 28 per- 
cent in 2000 compared to 1999, and decreased by 48 
percent in 1999 compared to 1998. Continued market 
and pricing pressures on commercial space programs, 
increased investment in certain launch vehicle programs 
and reduced margins on commercial satellites decreased 
2000 operating profit by approximately $1 80 million from 
1999. This decrease included charges of approximately 

$85 million recorded in 2000 on the Atlas launch vehicle 
progrom related to continued market and pricing pressures. 

In addition, 2000 operating profit was further reduced by 
approximately $35 million due to the impact of the volume 
declines on military, civil, ond classified satellite programs 

mentioned previously. Consistent with the change in net 
sales, the absence in 2000 OF the negative adjustments 
recorded during 1999 on the Titan IV program, combined 
with the favorable adiustments recorded in 2000 on the 
same program, had an approximate $140 million positive 
impact on 2000 operating profit. The remainder of the 

decrease is primarily attributable to an approximate $55 
million decrease in operating profit related to a more cow 
servative assessment of future performance on government 

launch vehicle programs. A contributing factor to the decrease 
in the segment’s operating profit in 1999 compared to 1998 
was the impact of a third quarter 1998 favorable adiust- 

ment of approximately $120 million, net of state income 
taxes, which resulted from a significant improvement in the 
Atlas program related to the retirement of technical and pro- 
gram risk. In addition, 1999 operating profit was adversely - 
affected by the impact of the $90 million Titan IV progrom 

adjustment discussed above. Operating profit in 1999 was 

also adversely impacted by increased period costs (princi- 
pally start-up costs) related to launch vehicle investments 
which accounted for approximately 15 percent of the 
decreuse, by a reduction in Trident fleet ballistic missile 
activities that reduced operating profit by approximately 
$30 million, and by a launch vehicle contract cancellation 
which resulted in a charge of $30 million. The remainder 
of the decrease is bkibutable to the decline in sales related 
to military satellite and classified activities mentioned above 
as well as o reduction in commercial satellite activities. 

Aeronautics 
Net sales of the Aeronautics segment decreased by 1 1 per- 
cent in 2000 compared to 1999, after having increased by 
one percent in 1999 compared to 1998. Approximately 
95 percent of the decrease in 2000 net sales is attributable 
to declines in F-16 fighter aircrah and C-l30f airlift aircroh 
sales and deliveries. These decreases more than offset 
increases in net sales related to the F-22 fighter aircraft pro- 
gram. The 1999 increase was comprised of $71 5 million 
in increased soles related to C-1301 program activities off- 
set by a $71 7 million decrease in F-16 sales and deliver- 
ies. The remaining increase was attributable to increased 
sales on various other aircraft programs. 

Operating profit for the segment increased by 39 per- 
cent in 2000 compared to 1999 after decreasing by 62 per- 
cent in 1999 compared to 1998. The current year increase 
is primarily attributable to the absence in 2000 of a $210 
million negative adjustment recorded during the second 
quarter of 1999 that resulted from changes in estimates 
related to the C-13OJ program due to cost growth and a 
reduction in production rates. This increase was partially 
offset by an approximate $1 15 million reduction in 2000 
operating profit resulting from the decrease in aircraft soles 
and deliveries mentioned in the preceding paragraph. The 
1999 decrease from 1998 principally reflects the $2 10 
million negative impact of the previously mentioned C-1301 
program adiustment. Additionally, the Corporation decided 
in the fourth quarter of 1999 not to record profit on C-13OJ 
deliveries, as a result of changes in estimates due to 
cost growth and reduced production rates, until further 
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favorable progress occurs in terms of orders and cost. 

Of the remaining decrease in 1999 operating profit, 
$80 million resulted from reduced F-16 deliveries, with the 
remainder due to volume decreases on various other 
oircrah F --#grams. 

Technology Services 
Net sales of the Technology Services segment increased by 
three percent in 2000 as compared to 1999, and by 17 
percent in 1999 compared to 1998. The increase in 2000 
net sales i s  comprised of an approximate $150 million 
increase in various federal technology services programs 
including the Consolidated Space Operations Contract and 
the Rapid Response contract. These increases were partially 
offset by on approximate $95 million decline in volume on 
aircroft maintenance and logistics controcts and certain 

defense and science energy services contracts due to pre 
gram completions. The increase in 1999 net sales was 

mainly the result of an approximate $300 million increase in 
volume on the Consolidated Space Operations Contract, 
which was awarded in September 1998. 

Operoting profit for the segment increased by 17 per- 
cent in 2000 compared to 1999, ond by one percent in 
1999 compared to 1998. The increase in 2000 is prima- 
rily uttributable to various federal technology services p r e  
grams including the impact of the volume increases discussed 
above and increased profitability on certain information 
services contracts, and improved performance on certain 
aircroh maintenance and logistics contracts. These increases 

were partially offset by the operating profit impact of the 
previously mentioned volume declines on certain defense 
and science energy services contracts. The increase in 1999 
operating profit was primarily attributable to the Consolidated 
Space operations Contract. The remaining change was c o n  
prised of increases related to improved performance on air- 
craft maintenance and logistics contracts that were partially 

offset by decreases attributable to the timing of award feet 
on certain defense and science energy services contracts. 

Globcrl Telecommunications 
Net sales OF the Global Telecommunications segment 
increased by 97 percent in 2000 compared to 1999, and 
by 55 percent in 1999 compared to 1998. The increase in 
ZOO0 net sales was primarity attributable to the Corporation's 
consummation of the merger with COMSAT and the inclusion 
of COMSAT's consolidated operations in the segment's 
results beginning August,,l , 2000. COMSAT contributed 
approximately $250 Gllion to the increase in 2000 net 
sales. The majority of the rko in ing increase was associated 
with the recognition OF approximately $65 million in net sales 
on a Proton launch vehicle, which successfully launched the 
ACeS 1 satellite in the first quarter of 2000. The remainder 
of the increase was mainly related to an approximate $35 
million increase in volume on various network systems and 
technology programs. The 1999 increase was comprised 
OF $75 million related to increased volume on information 
technology outsourcing contracts and $75 million in inter- 
national telecommunications contracts, government services 
programs and various systems and technology programs. 
These increases more than offset declines in other Global 
Telecommunications activities. 

Global Telecommunications' operating loss increased 
by approximately $1  million in 2000 compared to 1999, 
and by approximately $93 million in 1999 compared to 
1998. During 2000, pricing pressures and the impact of 
negative adjustments related to performance on certain 
information outsourcing programs resulted in an opproxi- 
mate $30 million increase in the segment's operating loss. 
This increase in the operating loss was almost entirely offset 

by reduced operating expenses at lMGT headquarters as a 
result of synergies realized through the merger with COWAT, 
and the impact of increased volume on network systems and 
technology programs discussed in the preceding paragraph. 
The increase in the operating loss in 1999 reflects $103 
million in operating losses related to LMGT which begun 
operations effective January 1, 1999, portiolly offset by 
increased operating profit related to the volume increases 
on informotion technology outsourcing contracts discussed 
in the preceding paragraph. 

4 
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Corpomte and Other 
Net sales of the Corporate and Other segment decreased 

by three percent in 2000 compared to 1999, and by 12 
percent in 1999 compared to 1998. The decline in net 
sales for the year was attributable to reduced volume in the 

segment's properties line of business and the absence in 
2000 of sales attributable to the Corporation's commercial 
graphics company, Real 30, which was divested in the 
fourth quarter of 1999. These decreases in net sales more 
than offset increased volume on state and municipal services 
programs. The majority of the 1999 decreuse related to the 
absence in 1999 of $ 1  55 million in net sales attributable 
to the segment's CalComp subsidiary, which shut down 
operations during 1999. This decrease was partially offset 
by $65 million in increased volume on various state and 
municipal services contracts. 

lion in 2000 compared to 1999, after increasing by $61 
million in 1999 compared to 1998. The majority of the 
decrease in 2000 operating profit was due to the expensing 

of sto+up costs associated with the Corporation's Mommerce 
investment and the absence in 2000 of a favorable adiust- 
ment recorded by the segment's Communicaiions Industry 
Services line of business in the first quarter of 1999. The 
decreases in the segment were partially offset by increases 
in interest income, the absence in 2000 of losses associ- 
ated with Real 30,  and the impact of the higher volume on 
state and municipal services programs discussed previously. 

The increase in 1999 was primarily attributable to the 
absence in 1999 of operating losses incurred by the r e p  

ment's ColComp and Real 3D operating units in 1998. 

Operating profit for the segment decreased by $5 mil- 

B o C l c I d g  
Total negotiated backlog of $56.4 billion at December 3 1 ,  
2000 included boh unfilled firm orders for the Corporation's 
products for which funding has been authorized and appre 
priated by the customer (Congress, in the case of US. 
Government agencies) and firm orders for which funding 

has not been appropriated. 

(Continued] 

The following table shows total backlog by segment at 
the end of each of the last three years: 

(In millions) 2000 1999 1998 
Backlog 
Systems Integration $16,706 $13,971 $12,524 
Space Systems 14,976 15,998 17,330 
Aeronautics 17,570 9,003 10,265 
Technolqy Services 4,371 4,399 3,503 
Globol Telecommunications 1,625 1,533 76 3 
Corporate and Other 1,176 1,009 960 

$56,424 $45,913 $45,345 

Total Systems Integration backlog increased by 20 percent 
in 2000 compared to 1999, and by 12 percent in 1999 
compared to 1998. The majority of the 2000 increase 
was attributable to new orders for missile and air defense 
systems, primarily orders received on the THAAD program 
as a result of that program's movement into the EM0 phase. 
lncreosed orders for naval eledronic and surveillance systems 
and various platform integration activities were partially 
offset by the absence of backlog associated with the seg- 
ment's AES and Control Systems businesses, which were 
divested during 2000. The remainder of the 2000 variance 

from 1999 was primarily due to sales on existing orders 
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and decreases in new orders on Command, Control, 
Communications, Computers and Intelligence (C41) p r e  
grams. Approximately one-half OF the 1999 increase from 
1998 was comprised O F  new orders For missile systems, with 
h e  remaining increase primarily attributable to increased 
orders for various platform integration activities and 
increased surface ship system awards. 

Total Space Systems backlog decreased by six percent 

i n  2000 compared to 1999, and by eight percent in 1999 
compared to 1998. The decrease in 2000 was primarily 
attributable to declines in backlog on government launch 
vehicles and commercial satellites due to decreases in new 
orders and sales on existing orders, respectively. Additional 
decreases in orders of military, civil, and classified satellites 
were partially offset by an increase in orders for commer- 
cial launch vehicles. The decrease in 1999 was mainly 
attributable to significant decreases in launch vehicle back- 
log as a result of Q decline in new orders and sales on 
existing orders, as well as in backlog associated with mili- 
tary satellites and classified activities. Approximately one 
half OF these decreases were partially offset by new orders 
for commercial and civil satellites. 

Total Aeronautics backlog increased by 95 percent in 

2000 compared to 1; 999 after decreasing by 12 percent in 
1999 compared to 1998. The 2000 increase is primarily 
due to approximately $10.6 billion in orders related to the 
F-16 fighter aircraft program, including new F-16 contracts 
with the U.S. Government, the United Arab Emirates (UAE), 
Israel, Greece, Singapore and Korea, collectively. This 
increase was partially oftset by a reduction in backlog for 
the F-22 fighter aircraft program as a result OF increased 
sales on existing orders. The decline in 1999 backlog was 
a result of approximately equal decreases on F-I6 programs 
and C-13OJ airlift aircraft programs related to the timing of 
new orders and sales recorded during 1999. An increase 
in orders associated with the F-22 program offset approxi- 

mately one-third of the aforementioned decreases. 

Total Technology Services backlog dkreased by one 

percent in 2000 compared to 1999 after hoving increased 
by 26 percent in 1999 compured to 1998. The decrease 

in 2000 was primarily associated with sales on existing 
federol technology services contracts, principally the 
Consolidated Space Operations Contract. The increase in 
1999 was attributable to new orders associated with the 
1999 award of an aircrahengine maintenance contract by 
the U.S. Air Force whichc was partially offset by sales on the 
Consolidated Space Operations Contract. 

approximately six percent in 2000 compared to 1999, and 
increased significantly in 1999 compared to 1998. The 2000 
increase was primarily he result of the acquisition of COMSAT 
in 2000 and new orders on network systems and technology 
programs. The 1999 increase was primarily the result of 
new orders on information outsourcing contracts with the 
remainder of the increase reflecting new orders on various 
network systems and technology programs. 

Total Corporate and Other backlog increased by 17 
percent in 2000 compared to 1999, and increased by five 
percent in 1999 compared to 1998. The 2000 increase 
was mainly attributable to new orders on various state and 
municipal services programs. The 1999 increase wus pri- 
marily the result of increases on various state and municipal 
services programs which were partially offset by the absence 
ot year-end 1999 of backlog related to the Corporation’s 
Real 30 business unit, which was divested in the fourth 

quarter of 1999. 

Total Global Telecommunications backlog increased 
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Net Cash Provided By 
Operating Activities 

(In mltims) 

Liquidity and Cash Flows 

Opemhirg Activities 
Operating activities provided $2.0 billion in cash during 
2000, compared to $1.1 billion and $2.0 billion provided 
in 1999 and 1998, respectively. The significant increase in 
2000 compared to 1999 was primarily the result of lower 
working copital requirements and reduced net federal income 
tox payments. The significant decrease in cash provided by 
operations during 1999 compared to 1998 resulted from 
the decrease in earnings before cumulative effect of chunge 
in  accounting between the periods and increased working 
capital requirements. 

Invesfjng Activities 
lnvesting activities provided $1: .8 billion in cash during 
2000, compared to $1.6 billion used and $455 million 
used during 1999 and 1998, respectively. Cash used 

for additions to property, plant and equipment declined 
25 percent in 2000 after a four percent decrease in 1999. 
During 2000, the divestiture of certain nonsore businesses 
und the sole of investments accounted for the majority 
of cash provided by investing activities. As discussed 

4 

(Con hued) 

previously under the caption "Divestiture Activities,* the 
Corporation's sale of its AES and Control Systems busi- 
nesses, as well as the sale of a portion of its investment in 
Inmarsat, generated approximately $1.7 billion, $5 10 mil- 
lion, and $164 million, respectively. Also in 2000, $257 
million of cash was used for odditional investments in affili- 
ated companies, including $1 27 million of net cash used 
for additional investmepts in Astrolink International, LLC, a 

joint venture in whi&lockheed Martin holds an approxi- 
mate 31 percent interest. The remainder of the 2000 activ- 
ity was attributable to various other investing activities. 
During 1999, as discussed previously under the caption 
"Business Combination with COMSAT Corporation," $1.2 
billion wos used to acquire the Corporation's initial 49 per- 
cent investment in COMSAT, which was the primary reason 
for the increase in the use of cash in 1999 compared to 
1998. Also in 1999, $263 million of cash wos provided 
related to the sale of the Corporation's interest in 1-3, which 
was partially offset by $103 million of cash used for oddi- 
tionol investments in Astrolink International, LLC and other 
off ilioted companies. 

Financing Activities 
The Corporation used $2.7 billion in cash for financing 
activities during 2000, compared to $73 1 million provided 
by financing activities during 1999 and $1.3 billion used 
during 1998. During 2000, improved operating cash flows 
and cash provided by investing activities allowed the Cor- 
poration to reduce its long-term debt by approximately $2.1 
billion and decrease its net short-term borrowings by $463 
million. The reduction in long-term debt was primarily 
attributable to the Corporation's completion of tender 
offers for certain of its long-term debt securities during the 
fourth quarter of 2000. The Corporation used $2.1 billion 
to consummate the tender offers, resulting in the early extin- 
guishment of $1.9 billion in long-term debt and an extra- 

ordinary loss of $1 56 million, or $95 million after tax. 
Approximately $882 million of long-term debt will mature 
in 2001. The $2.0 billion increase in cash provided by 
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financing activities in 1999 as compared to the cash used 
during 1998 reflects the Corporation's issuance of $3.0 bil- 
lion in long-term debt securities in the fourth quarter of 1999, 
partially offset by repayments of long-term debt totaling $1.1 
billion and a net decrease of $868 million in short-term 

borrowings outstanding. During 1 998, operating activities 
generated a significant amount of cash which allowed the 
Corporation to reduce its total debt by more than $1 .O billion. 

The Corporation paid dividends of $1 83 million in 
2000 compared to $345 million in 1999 and $3 10 mil- 
lion in 1998. 

other 
The Corporation receives advances on certain contracts to 
finance inventories. At December 3 1, 2000, approximately 
$1.9 billion in advances and progress payments related to 

work in process were received from customers and recorded 
as u reduction to inventories in the Corporation's Consoli- 

dated Balance Sheet. Also at December 31, 2000, approx- 
imately $626 million of customer advances and progress 
payments were recorded in receivables as an offset to 
unbilled costs and accrued profits. Approximately $4.8 
billion of customer advances and amounts in excess of 
costs incurred, which are typically from foreign govern- 
ments and commercial customers, were included in current 
liabilities at the end of 2000. 

Capital Structure and Resources 
Total debt, including short-term borrowings, decreased by 
approximately 1 7 percent during 2000 from approximately 
$12.0 bilkon at December 31, 1999. The decrease was 
primarily the result of the completion of the tender offers 
mentioned previously. The remaining change in debt was 
comprised of scheduled repayments of long-term debt 

totaling approximately $50 million and net repayments of 
short-term debt of approximately $463 million, primarily 
attributable to commercial paper repayments of approxi- 
mately $475 million. These decreases were partially offset 
b y  approximately $410 million in debt assumed in conjunc- 
tion with the COMSAT Merger. The Corporation's long-term 

debt is primarily in the form of puolicly issued, fixed-rate 
notes and debentures. At yearend 2000, the Corporation 
held cash and cash equivalents of approximately $1.5 bil- 
lion, a portion of which is expected to be used to meet 
scheduled long-term debt maturities in 2001. 

Total stockholders' equity was $7.2 billion at 
December 31, 2000, an increase of approximately 
$800 million from the Depmber 3 1, 1999 balance. This 
increase resulted fr0.m i i e  issuance of 27.5 million shares 
of the Corporation's common stock and the assumption of 

4.3 million COMSAT stock options related to the comple 
tion of the Merger with COMSAT. On a combined basis, 
these noncash items increased stockholders' equity by 
opproximately $1.4 billion. Employee stock option and 
ESOP activities accounted for a further increase of approxi- 
mately $2 1 8 million. These increases were portiolly offset 
by the 2000 net loss of $5 19 million, the payment of divi- 
dends of $1 83 million and other comprehensive losses of 
upproximately $134 million primarily related to the tem- 

porary decline in value of the Corporation's investment 
in Loral Space. As a result of the above factors, the 
Corporation's total debt to capitalization ratio decreased 
from 65 percent at December 3 1, 1999 to 58 percent at 
December 3 1, 2000. 

At the end of 2000, the Corporation had in place u 
revolving credit facility in the amount of $3.5 billion, which 
expires on December 20, 2001 (the Credit Facility}. No bor- 
rowings were outstanding under this facility at December 3 I ,  
2000. In March 2000, the Corporation filed a shelf regis- 
tration with the Securities and Exchange Commission (SEC) 
to provide For the issuance of up to $1 billion in debt secu- 
rities. The registration statement was declared effective on 
April 14, 2000. Were the Corporation to issue debt secuti- 
ties under this shelf registration, it would expect to use the 
net proceeds for general corporate purposes. These pur- 
poses may include repayment of other debt, working copi- 
tal needs, capital expenditures, acquisitions and any other 

general corporate purpose. 
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The Corporation actively seeks to finance its business in 

a manner that preserves financial flexibility while minimizing 
borrowing costs to the extent practicable. The Corporation's 
management continually reviews changes in financial, mar- 

ket and economic conditions to manage the types, amounts 
and maturities of the Corporation's indebtedness. Periodi- 

cally, the Corporation may refinance existing indebtedness, 
vary its mix of variable rate and fixed rate debt, or seek alter- 
native financing sources for its cash and operational needs. 

Cash and cash equivalents (including temporary invest- 
ments), internally generated cash flow from operations and 
other available financing resources are expected to be suffi- 
cient to meet anticipated operating, capitol expenditure and 
debt service requirements and discretionary investment needs 
during the next twelve months. Consistent with the Corpora- 
tion's desire to generate cash to reduce debt and invest in 
its core businesses, management anticipates that, subject to 
prevailing financial, market and economic conditions, the 
Corporation may continue to divest certain nontore busi- 

nesses, passive equity investments and surplus properties. 
In connection with the UAE's order for F-16 fighter air- 

craft discussed previously, in June 2000, the Corporation 
issued a letter of credit in the amount of $2 billion related 
to advance payments to be received under the contract. At 
December 3 1, 2000, in accordance with the terms of the 
ogreement with the UAE, the amount of the letter of credit 

available for draw down in the event of the Corporation's 
nonperformance under the contract was limited to the amount 

of advance payments received to date, or approximately 
$900 miilion. These advance payments were recorded in 
customer advances and amounts in excess of costs incurred 

in the Consolidated Balance Sheet at December 3 1, 2000. 
The Corporation has entered into standby letter of credit 

agreements and other arrangements with financiol institw 

tions primarily relating to the guarantee of future perform 
unce on certain other contracts. At December 31, 2000, 
the Corporation had contingent liabilities on outstanding 
letters of credit, guarantees and other arrangements aggre 

gating approximately $940 million. 

The Corporation satisfied its contractual obligation with 

respect to its guarantee of certain indebtedness of Globalstar 
with a net payment of $150 million on June 30, 2000 to 
repay a portion OF Globalstar's borrowings under a revolv- 
ing credit agreement. The Corporation has no remaining 
guarantees in place related to Globalstar. The Corporation 

continues to guarantee certain borrowings of Space Imaging 
UC (Space Imaging), a,,cint venture in which the Corporation 
holds a 46 percent-Gwnership interest. The amount of bor- 
rowings outstanding as of December 3 1, 2000 for which 
Lockheed Mortin was guarantor was approximately $1 20 
million. This amount is included in the aggregate amount of 
contingent liabilities mentioned in the preceding paragraph. 

The Corporation's investment in Space Imaging is 
accounted for under the equity method of accounting. At 
December 3 1, 2000, the Corporation's investment in and 
receivables from Space Imaging amounted to approximately 
$13 I million. The Corporation expects to continue to provide 
debt guarantees of up to $150 million in connection with a 

new loan facility which Space Imaging is negotiating. 
Effective March 3 1 , 2000, the Corporation converted its 

45.9 million shares of Loral Space Series A Preferred Stock 
into an equal number of shares of Lorat Space common stock. 
The Corporution plans to divest its shares of Loral Space; 
however, the timing of such divestitures and the related 
amount of cash received will depend on market conditions. 

Environmental Matters 
As more fully described in "Note 1 Uommi tmen ts  and 
Contingencies" of the Notes to Consolidated Financial 
Statements (Note 16), the Corporation i s  responding to 
three administrative orders issued by the California Regional 
Water Quolity Control Board (the Regional Board) in con- 
nection with its former facilities in Redlands, California. The 
Corporation estimates that expenditures required to imple 
ment work currently approved by the Regional Board related 

to the Redlands facilities will be approximately $90 million. 
Also in connection with the Redlands facilities, the Corpora- 
tion is coordinating with the U.S. Air Force, which is work- 
ing with the aerospace and defense industry to conduct 
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/i preliminary studies of the potential health effects of perchle 

rute exposure in connection with several sites across the 
country, inciuding the Redlands site. The results of these 
studies will assist state and federal regulators in setting 

appropriote action levels For perchlorates in groundwater, 
which will in turn assist the Corporation in determining its 
ultimate clean-up obligation, if any, with respect to perchlo 
rates. Also as mentioned in Note 16, since 1990, the Cor- 
poration has been responding to various consent decrees 
and orders relating to soil and regional groundwater cow 
tamination in the San Fernando Valley (inchding the cities of 
Burbank and Glendale) associated with the Corporation's for- 

mer operations in Burbank, California. Under an agreement 
reached with the US. Government and filed with the U.S. 
District Court in January 2000 (the Agreement), an amount 
equal to approximately 50 percent of future expenditures 
for certain remediation activities wil! be reimbursed by the 
U.S. Government as Q responsible party under the Compre 

hensive Environmental Response, Compensation and Liability 
Act (CERCLA). The Corporation estimates that total expendi- 
tures required over the remaining terms of the consent 
decrees and orders related to the Burbonk and Glendale 
facilities, net of the effects of the Agreement, will be 
approximately $45 million. 

ings and potential proceedings related to environmental 
clean-up issues, including matters at various sites where it 
has been designated a Potentially Responsible Party (PRP) 
by the EPA or by a state agency. In the event the Corpora- 
tion i s  ultimately found to have liability at those sites where 
i t  has been designated o PRP, the Corporation anticipates 
that the actual burden for the costs of remediation will be 
shared with other liable PRPs. Generally, PRPs that are ulti- 

mately determined to be responsible parties are strictly liable 

for site clean-up and usually agree among themselves to 
share, on an allocated basis, the costs and expenses for 
investigation and remediation of hazardous materials. 

Under existing environmental laws, however, responsible 
parties ore jointly and severaIly liable and, therefore, the 

The Corporation i s  a parv to various other proceed- 

Corporation i s  potentially liable For the full cost of funding 
such remediation. In the unlikely event that the Corporation 
was required to fund the entire cost of such remediation, 
the statutory framework provides that the Corporation may 
pursue rights of contribution from the other PRPs. Among 
the variables management must assess in evaluating costs 
associated with these sites are changing cost estimates, 
continually evolving governmental environmental standards 
and cost allowability iiCues. Therefore, the nature of these 
environmental matters makes it extremely difficult to esti- 
mate the timing and amount of any future costs that may 
be necessary for remedial actions. 

The Corporation records appropriate financial statement 
accruals for environmental issues in the period in which it is 
probable that a liability has been incurred and the amounts 
can be reasonably estimated. In addition to the matters with 
respect to the Redlands and Burbank properties and the city 
of Glendale described above, the Corporation has accrued 
opproximotely $190 million at December 3 1, 2000 for 
other matters in which an estimate of financial exposure 
could be determined. Management believes, however, that 
it is unlikely that any additional liability the Corporation 
may incur for known environmental issues would have a 

material adverse effect on its consolidated results of opera- 
tions or financial position. 

Also as more fully described in Note 16, the Corpora- 
tion is continuing to pursue recovery of a significant portion 
of the unanticipated costs incurred in connection with the 
$1 80 million fixed price contract with the U.S. Department 

of Energy (DOE) For the remediation of waste found in Pit 9. 
The Corporation has been unsuccessful to date in reaching 
any agreements with the D O E  on cost recovery or other 

contract restructuring matters. In 1 998, the management 
contractor for the project, a wholly-owned subsidiary of the 
Corporation, at the DOE'S direction, terminated the Pit 9 
contract for default. At the same time, the Corporation filed 
a lawsuit seeking to overturn the default termination. Subse- 
quently, the Corporation took actions to raise the status of 
its request for equitoble adjustment to a formal claim. Also 



(Continuedj 

in 1998, the management contractor, again at the DOE's 
direction, filed suit against the Corporation seeking recovery 
of approximately $54 million previously paid to the Corpor- 
ation under the Pit 9 coniract. The Corporation is defending 
this action in which discovery has been pending since August 
1999. In October 1999, the US. Court of Federal Claims 
stayed the DOE's motion to dismiss the Corporation's law- 
suit, finding that the Court has jurisdiction. The Court ordered 
discovery to commence and gave leave to the DOE to con- 
vert its motion to dismiss to a motion For summary judgment 
if supported by discovery. The Corporation continues to 

assert its position in the litigation while continuing its efforts 
to resolve the dispute through non-litigation means. 

Other Matterr 
The Corporation's primary exposure to market risk relates 

to interest rates and foreign currency exchange rates. The 
Corporation's financial instruments which are subject to 
interest rate risk principally include voriable rate commer- 
cial paper and fixed rate longaterm debt. The Corporation's 

long-term debt obligations ore generalk not callable until 
maturity. The Corporation may use interest rate swaps to 
manage its exposure to fluctuations in interest rates; how- 
ever, there were no such agreements Outstanding at 
December 3 1, 2000. 

manage its exposure to fluctuations in foreign exchange 
rates. These contrac!s-ate designated as qualifying hedges 
of firm commitmenis or specific anticipated transactions, 
and related gains and losses on the contracts are recognized 
in income when the hedged transaction occurs, Effective 
January 1, 2001, the Corporation began accounting for 
these controcts under the provisions of SFAS No. 133, as 
amended. At December 31, 2000, the fair value of forwurd 
exchange contracfs outstanding, as welt as the amounts of 
gains and losses recorded during the year then ended, 
were not material. The Corporation does not hold or issue 
derivative financial instruments for trading purposes. 

The Corporation uses Forward exchange contracts to 
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1 The management of‘lockheed Martin prepared and is responsible for the consolidated financial stdements and all 

related financial information contained in this Annual Report. The consolidated financial statements, which include amounts 
based on estimates and judgments, have been prepored in accordance with accounting principles generally accepted in 
the United States. 

In recognition of its responsibility for the integrity and objectivity of data in the financial statements, the Corporation 
maintains a system of internal accounting controls designed and intended’to provide reasonable assurance that assets are 
safeguarded and transactions are properly executed and recorded. An environment that provides for an appropriate level 
of control consciousness is maintained and monitored and includes examinations by an in!ernal audit staff and by the inde- 
pendent auditors in connection with their annual audit. 

Essential to the Corporation’s internal control system is management‘s dedication to the highest standards of integrity, 
ethics and social responsibility. In connection therewith, management has issued the Code of Ethics and Business Conduct 
and wri!ien policy statements that cover, among other topics, environmental protection, potentially conflicting outside inter- 
ests of employees, proper business practices, and adherence to high standards of conduct and practices in dealings with 
customers, including the US. Government. The importance of ethical behavior is regularly communicated to dl employees 

through the distribution of the Code of Ethics and Business Conduct, and through ongoing education and review programs 
designed to create a strong compliance environment. 

periodically with the independent auditors, internal auditors and management to review their activities. Both the independ- 
ent auditors and the internal auditors have unrestricted access to meet with members of the Audit and Ethics Committee, 

with or without management representatives present. 

.- 
8 *. 

The Audit and Ethics Committee of the Board of Directors i s  composed of six outside directors. This Committee meets 

Tbe consolidated financial statements have been audited by Ernst & Young Up, independent auditors, whose report follows. 

Robert J. Stevens 
President and Chief Operating Officer 

Christopher E. Kubasik 
Vice President ond Chief Financial Oficer 
Acting Controller 
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Board of Directors and Stockholders 
bckheed Martin Corporation 

We have audited the accompanying consolidated balance sheet of lockheed Martin Corporation as of December 3 1, 
2000 and 1999, and the related consolidated statements of operations, stockholders' equity, and cash flows For each of the 

three years in the period ended December 3 1, 2000. These financial statements are the responsibility of the Corporation's 

management. Our responsibility i s  to express an opinion on these financial statements based on our audits. 

We conducted our audits in accordance with auditing standards generally acceptet$ in the United States. Those stan- 

dards require that we plan ond perform the audit to obtain reasonabte assurance at;OCUt whether the Financial statements 

are free of material misstatement. An audit includes examining, on u test basis, evidence supporting the amounts and 

disclosures in the financial statements. An audit also includes assessing the uccounting principles used and significant esti- 

mates made by management, as well as evaluating the overall financial statement presentation. We believe that our audits 

provide a reasonable basis for our opinion. 

In our opinion, the consolidated financial statements referred to above present fairly, in ail material respects, the consol- 

idated finoncial position of Lockheed Martin Corporation at December 3 1, 2000 and 1999, and the consolidated results of 

its operations and its cash flows For each of the three years in the period ended December 3 1, 2000, in conformiIy with 

accounting principles generally accepted in the United States. 

sions of the American Institute of Certified Public Accountants' Statement of Position No. 98-5, "Reporting on the Costs of 

Stort-Up Activities." 

As discussed in Note 1 of the Notes to Consolidated Financial Statements, in 1999 the Corporation adopted the provi- 

Washington D.C. 
January 22, 2001 
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Year ended December 3 I, 
[ln millions, except per shore datal 2000 1999 1998 
Net sales $25,329 $25,530 $26,266 
Cost of sales 23.71 5 23.065 23,9 14 

2,352 Earnings from operations 1,614 1,665 
Other income and expenses, net (4091 344 1 70 

1,205 2,009 2,522 
Interest expense 91 9 809 861 

1,661 
Income tax expense 71 0 463 660 

* 
i Earnings before income taxes, extraordinary item and .* 

cumulative effect of change in accounting . '286 1,200 

(Loss) earnings beFore extraordinary item and 
73 7 1,001 

Extraordinary loss on early extinguishment of debt 
Cumulative effect of change in accounting (355) 
Net (loss) ecJrnings $ 15191 $ 382 $ 1,001 

Before extraordinary item and cumulative effect of change in accounting $ (1.05) $ 1.93 $ 2.66 
Extraordinary loss on early extinguishment of debt 
Cumulative effect of change in accounting 

- - cumulative effect of change in accounting 14241 
(95) - 

[Loss] eumings per common share: 
Basic: 

- - 
- (-241 

(-931 - 
$ (1.29) $ 1.00 $ 2.66 

Before extraordinary item and cumulative effect of change in accounting $ (1.05) $ 1.92 $ 2.63 
Diluted: 

- - 
- Extroordinary loss on early extinguishment of debt 

Cumulative effect of change in accounting 
1.241 

( -93)  - 
$ 11-29) $ .99 $ 2.63 

See accompanying fdofes to Consolidu/ed finuncial Stutemenb. 
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Year ended December 3 I ,  
2000 1999 1998 

~ 

Opercrling Actin’ties 
(loss) earnings before extraordinary item and 

cumulative effect of change in accounting 
Adjustments to reconcile (loss) earnings before extraordinary 

item and cumulative effect OF change in accounting to 
net cash provided by operoting activities: 

Depreciation and amortization 

$ (424) $ 737 $ 1,001 

518 529 569 
Amortization OF intangible assets 45b 440 436 

293 203 Deferred federal income taxes - -  (W 
loss related to AES Transaction 
Gain on sale of Control Systems business (3251 
Impairment loss related to ACeS 
Changes in operating assets and liobiiities: 

- - s47 

125 
c - 
- - 

Receivables 108 130 809 

329 Customer advances and amounts in excess of costs incurred 
Income taxes 522 (284) 189 

Net cash provided by operating activities 2,O 1 6 1,077 2,03 1 

(697) 

(1,183) Inventories (1 87) (404) 

Other ,379 (677) (322) 

307 313 

Investing Activities 
(5001 

AES Transaction 1,670 
Sale of Control Systems business 510 
Sale of shares of Inmarsat 1&4 

Sale of interest in L-3 - 263 

Other 175 141 242 

- (6691 - 
Expenditures for property, plant and equipment 

- - 
- - 

- 
- 

COMSAT Tender Offer c (1,2031 

Additional investments in off iliated componies (257) (1  70) I 

Net cash provided by (used for) investing activities 1,762 (1,6381 (455) 

(151) 
266 

Net decrease in short-term borrowings (463) (868) 
Increases in long-term debt - 2,994 
Repayments and early extinguishment of long-term debt (2,094 (1,067) (1,136) 
Jssuances of common stock 14 17 91 

(3 10) 
15 11  

(345) Common stock dividends (1 83) 
Other - 

Financing Activihes 

- 
Net cash (used for) provided by financing activities (2,7281 73 1 (1,291) 

Net increase in cash and cash equivalents 1,050 170 285 
Cash and cash equivalents at beginning of year 455 285 - 
Cash and cash equivalents at end of year $ 1,505 $ 455 $ 285 

~~ - 

See accompanying Notes to Consolidated Financial Statements. 
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F 
[In millions] 

December 3 I, 
2000 1999 

hsefs 
Current assets: 

Cash and cash equivalents $ 1,505 $ 455 
Receivables 4,195 4,348 
Inventories 3,025 4,05 1 
Deferred income taxes 1,236 1,237 
Other current assets 490 605 

Total current assets .* 11,259 10,696 

Property, plant and equipment 
Investments in equity securities 
Intangible assets related to contracts and programs acquired 
Cost in excess of net assets acquired 
Prepaid pension cost 
Other assets 

3446 3,634 
2,433 2,2 10 
1,088 1,259 
8,855 9,162 
1,794 1,397 
1,474 1,903 

$30,349 $30,261 

Liabilifies and Stockhorders' Equij. 
Current liabilities: 

Accounts poyable 
Customer advances and amounts in excess of costs incurred 
Salaries, benefits and payroll taxes 
lncome taxes 
Short-term borrowings 
Current maturities of long-term debt 
Other current liabilities 

$ 1,184 $ 1,228 
4,780 4,655 
1,038 94 1 

519 51 
12 475 

082 52 
1,760 1,410 

Total current liabilities 10,175 8,8 12 

Long-term debt 
Pos t-re t iremen t benefit I i a b i I i t ies 
Deferred income taxes 
Other liabilities 

9,065 11,427 
1,647 1,805 

736 517 
1,566 1,339 

Stockholders' equity: 
Common stock, $1 par value per share 43 1 398 

Retained earnings 5,l W 5,901 
Additional paid-in capitol 1,789 222 

Unearned ESOP shares (1 151 (150) 
Accumulated other comprehensive loss (144) (101 

Total stockholders' equity 7,160 6/34 1 
$30,349 $30.26 1 

~~ 

See occomponying Notes to Consolidded Financial Sfofemenfs. 
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CONSOLIDATED STATEMENT OF STOCKHOLDERS EQUITY 
r 1 .  

Accumulated 
Additional Uneurned Ofher Total 

/In millions, except per shore dotal Stock Capitol Earnings Shares Lou €qui!y 

Balance at December 31, 1997 $194 $ 25 $5,173 $(216) $ - $5,176 

Common Paid-ln Reluined ESOP Comprehensive Stockholders’ 

Net eamingr - 
Common stock dividends declared 

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

and ESOP activity 2 
Stock issued for acquisitions - 
Other comprehensive loss - 

Balance at December 31, 1998 
Two-for-one stock split 197 

393 

- 1,001 1,001 - 

5,864 (182) (8) 6,137 
382 

($.88 per share) - - (345) - - 13451 

and ESOP activity 5 152 - 32 * - 

(10) 

- - - 382 Net earnings - 
Common stock dividends declared 

Stock wards  ond options, 

189 

6,361 
(2) (2) - - - Other comprehensive loss - 

Net loss - - (519) - - (5 1 9) 

($.U per share) - - (183) - - (1 83) 
and ESOP activiv 6 177 - 

Balance at December 31, 1999 398 222 5,901 (150) 

. Common stock dividends declared 

Stock awards and options, 
21 8 

S b k  issued in COMSAT Merger 27 1,319 - - - 1,346 
71 

Balance at December 3 1 , 2000 $431 $1,789 $5,199 $(115) $I1441 $7,160 

- 35 

COMSAT stock options assumed - 71 - - 
Other comprehensive loss - - - - W I  (1W 

See accompanying Notes to Consolidated Financml Statements. 

Comprehensive 
Income (loss] 

I 
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December 31, 2000 
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1: Note 1-Summary of Significant Accounting Policies 

Orgun izu!ion-Loc k h e ed Mart i n Corporation (Lock h eed 
Martin or the Corporation) i s  engaged in the conception, 
research, design, development, manufacture, integration 
and operation of advanced technology systems, products 
and services. Its products and services range from aircraft, 
spacecraft and launch vehicles to missiles, electronics, infor- 
mation systems and telecommunications. The Corporation 
serves customers in both domestic and international defense 
and commercial markets, with its principal customers being 
agencies of the U.S. Government. 

Basis of consolidation and use of estimates-The consoli- 
dated financial statements include the accounts of wholly- 
owned and majority-owned subsidiaries. Intercompany 
balances and transactions have been eliminated in consoli- 
dation. The preparation OF consolidated Financial statements 
in conformity with accounting principles generally accepted 
in the United States requir es management to make estimates 
and assumptions, including estimates of anticipated cow 
tract costs and revenues utilized in the earnings recognition 
process, that affect the reported amounts in the financial 
statements and accompanying notes. Actual results could 
differ From those estimates. 

ClassiFicafions"eceivab1es and inventories ure primarily 
attributable to long-term contracts or programs in progress for 
which the related operating cycles are longer than one yeor. 
In accordance with industry practice, these items are included 
in current assets. Certain amounts for prior years have been 
reclassified to conform with the 2000 presentation. 

Cash and cush equiva/ents-€ash and cash equivalents 
are net of outstanding checks that are funded daily as pre- 
sented for payment. Cash equivalents are generally com 
prised of highly liquid instruments with maturities of three 

months or less when purchased. Due to the short maturity 
of these instruments, carrying value on the Corporation's 

Consolidated Balance Sheet approximates fair value. 

Receivables-Receivables consist of amounts billed and cur- 
rently due from customers, and include unbilled costs and 
accrued profits primarily related to revenues on long-term 

contracts that have been recognized for accounting pur- 
poses but not yet billed to customers. As such revenues are 
recognized, appropriate amounts of customer advances 
and progress payments are reflected as an offset to the 
related occounts receivable balance. 

Inventories-lnventories are stated at the lower of cost or 
estimated net realizable value. Costs on long-term contracts 
and programs in progcws'represent recoverable costs 
incurred for production, allocable operating overhead and, 
where appropriate, research and development and general 
and administrative expenses. Pursuant to contract provisions, 

agencies of the U.S. Government and certain other customers 
have title to, or a security interest in, inventories related to 
such contracts as a result of advances and progress pay- 

ments. Such advances and progress payments are reflected 
as an offset against the related inventory balances. General 
and administrative expenses related to commercial products 

and services provided essentially under commercial terms 
and conditions are expensed as incurred. Costs of other 

product and supply inventories are principally determined 
by the first-in, first-out or average cost methods. 

Prop*, plant and equipmenHroperty, plant and equ ip  
ment are carried principally at cost. Depreciation is pro- 
vided on plan! and equipment generally using accelerated 
methods during the first haif of the estimated useful lives of 
the assets; thereafter, straight-line depreciation generally 
i s  used. Estimated useful lives generally range from 10 
years to 40 years for buildings and 5 years to 15 yeors 
for machinery and equipment. 

lnvestmenk in equity securities-lnvestments in equity securi- 
ties include the Corporation's ownership interests in affili- 
ated companies accounted for under the equity method of 
accounting. Under this method of accounting, which gener- 
aliy applies to investments that represent a 20 percent to 
50 percent ownership of the equify securities of the investees, 
the Corporation's share of the earnings of the affiliated 
companies is included in other income and expenses. The 
Corporation recognizes currently gains or losses arising 

from issuances of stock by whollpwned or maioriwwned 
subsidiaries, or by equity method investees. These gains 

- 
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or losses are also included in other income and expenses. 
Investments in equity securities also include the Corporation's 
ownership interests in companies in which its investment 
represents less than 20 percent. These investments are gen- 
erally accounted for under the cost method of accounting. 

lnfongibk assets-Intangible assets related to contracts and 
programs acquired are amortized over the estimated peri- 
ods of benefit (15 years or less) and are displayed in the 
Consolidated Balance Sheet net of accumulated omortiza- 
tion of $1,085 million and $958 million at December 3 1 , 
2000 and 1999, respectively. Cost in excess of net assets 

acquired (goodwill] is  amortized ratably over appropriate 
periods, generally 30 to 40 years, and is displayed on the 
Consolidated Balance Sheet net of accumulated amortira- 
fion OF $1,184 million and $1,373 million at December 3 1, 
2000 and 1999, respectively. The cairying values of intan- 
gible assets, as well as other long-lived assets, are reviewed 
for impairment i f  changes in the facts and circumstances 
indicate potential impairment of their carrying values. Any 
impairment determined is recorded in the current period 
and is measured by comparing the discounted cash flows 
of the related business operations to the appropriate carry- 

ing values. 

Cusbmer odvances and amounts in excess of costs incurred- 
The Corporation receives advances and progress payments 
from customers in excess of costs incurred on certain con- 
tracts, including contracts with agencies of the US. Govern 
ment. Such advances and progress payments, other than 
those reflected as an offset to accounts receivable or inven- 
tories as discussed above, are classified as current liabilities. 

Environmentul matfers-The Corporation records a liability 
for environmental matters when it is probable that a liability 
has been incurred and the amount can be reasonably esti- 

mated. A substantial portion of these costs are expected 
to be reflected in sales and cost of sales pursuant to U.S. 
Government agreement or regulation. At the time a liability i s  
recorded for future environmental costs, an asset is recorded 
for estimated future recovery considered probable through 

[Continued] 

the pricing of products and services tobgencies of the U.S. 
Government. The portion of those costs expected to be allct 
cated to commercial business is reflected in cost of sales at 
the time the liability i s  established. 

Sales and eumings-Sales and anticipated profits under 
long-term fixed-price production contracts are recorded on 
a percentage of completion basis, generally using units of 
delivery as the rneosut&"t basis for effort accomplished. 
Estimated contract profits are taken into earnings in propor- 
tion to recorded sales. Sales under certain long-term fixed- 
price contracts which, among other things, provide for the 
delivery of minimal quantities or require a significant amount 
of development effort in relation to total controct value, are 
recorded upon achievement of performance milestones or 
using the cost-totost method of accounting where sales and 
profits are recorded based on the ratio of costs incurred to 
estimated total costs at completion. 

Sales under cost-reimbursement-type contracts are 
recorded us costs are incurred. Applicable estimated profits 

are incfuded in earnings in the proportion that incurred 
costs bear to total estimated costs. Sales of producfs and 
services provided essentially under commercial terms and 
conditions are recorded upon shipment or completion of 
specified to s ks. 

Amounts representing contract change orders, claims 
or other items are included in sates only when they can be 
reliably estimated and realization is probable. Incentives or 
penalties and awards applicable to performonce on con- 
tracts are considered in estimating sales and profit rates, 
and are recorded when there is sufficient information to 
assess anticipated contract performance. Incentive provi- 
sions which increase or decrease earnings based solely 
on a single significant event are generally not recognized 
until the event occurs. 

When odiustments in contrad value or estimated costs 
are determined, any changes from prior estimates ore 
reflected in earnings in  the current period. Anticipated 
losses on contracts or programs in progress are charged 
to earnings when identified. 
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Research and development and similar costs-Corporotion- 
sponsored research and development costs primarily include 
research and development and bid and proposal efforts 
related to government products and services. Except for cer- 

tain arrangements described below, these costs are gener- 
ally included as part of the general and administrative costs 
that are allocated among all contracts and programs in 
progress under U.S. Government contractval arrangements. 
Corporation-sponsored product development costs not oth- 

erwise allocoble are charged to expense when incurred. 
Under certain arrangements in which a customer shares in 
product development costs, the Corporation's portion of 

such unreimbursed costs i s  expensed as incurred. Customer- 
sponsored research and development costs incurred pur- 
suant to contracts are accounted for as contract costs. 

Derivutive fincrnciul instruments-The Corporation may use 
derivative financial instruments to monage its exposure to Fluc- 
tuations in interest rates and foreign exchange rates. Forward 
exchange contracts are designated as qualifying hedges of 
firm commitments or specific anticipated transactions. Gains 

and losses on these contracts are recognized in income when 
the hedged transactions occur. At December 31, 2000, the 
fair volues of forward exchange contracts outstanding, us 
well as the amounts of gains and losses recorded during the 
year, were not material. The Corporation does not hold or 
issue derivative financial insiruments for trading purposes. 
Effective January 1, 2001, the Corporation began to 
account for derivative financial instruments in accordance 
with Statement of Financial Accounting Standards (SFAS) 
No. 133, "Accounting for Derivative Instruments and 
Hedg i ng Activities. " 

Stock-txrsed compensation-The Corporation measures corm 
pensation cost for stock-based compensation plans using 
the intrinsic value method of accounting as prescribed in 

Accounting Principles Board Opinion No. 25, "Accounting 
for Stock Issued to Employees," and related interpretations. 
The Corporation has adopted those provisions of SFAS No. 
1 23, "Accounting for Stock-Bared Compensation," which 

require disclosure of the pro forma effects on net earnings 

and earnings per share as if compensation cost had been 
recognized based upon the estimoted fair value at the date 
of grant for options awarded. 

Comprehensive incomdomprehensive income (loss) for 
Ihe Corporation consists primarily of net earnings (loss], after- 
tax foreign currency translation adjustments ond aher-tax 

unrealized gains and iosses on available-for-sale securities. 
At December 3 1, 200G T999 and 1998, the accumulated 

balances of other comprehensive income related to foreign 
currency translation adjustments were insignificant. For the 
year ended December 3 1, 2000, other comprehensive loss 
included net unrealized losses, net of income tax benefits, 
of $1 29 million, primarily related to the temporary decline 
in value of the Corporation's investment in Loral Space & 
Communications, Ltd. (Loral Space). 

New accounfing pronouncemenfs-Effedive Januory 1,2001, 
the Corporation adopted SFAS No. 133. This Statement 
requires the recognition of all derivative financial instru- 
ments as either assets or liabilities in the Consolidated 
Balance Sheet, and the periodic adjustment of those instru- 
ments to Fair value. The classification of gains and losses 
resulting from changes in the fair values of derivatives is 
dependent on the intended use of the derivotive and its 
resulting designation. Adjustments to reflect changes in Fair 
values of derivatives that are not considered highly effective 
hedges are reflected in earnings. Adjustments to reflect 
changes in fair values of derivatives that are considered 
highly effective hedges are either reflected in earnings and 
largely offset by corresponding adjustments related to the 
Fair values of the hedged items, or reflected in other corm 
prehensive income until the hedged transaction matures 
and the entire transaction is recognized in earnings. The 
change in fair value of the ineffective portion of Q hedge is  
immediately recognized in earnings. The effect OF adopting 
SFAS No. 133 was not material to the Corporation's consoli- 

dated results of operations, cash flows, or financial position. 

Effective Jonuary 1, 1999, the Corporation adopted 
the American Institute of Certified Public Accountants' State- 
ment of Position (SOP) No. 98-5, "Reporting on the Costs - 
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of Start-up Activities." This SOP requires that, at the effec- 
live date of adoption, costs of stafiup activities previously 
capitalized be expensed and reported as a cumulative effect 
of a change in accountin'g principle, and further requires that 
such costs subsequent to adoption be expensed as incurred. 

The adoption of SOP No. 98-5 resulted in the recognition of 
a cumulative effect adjustment which reduced net earnings 
for the year ended December 3 1 ,  1999 by $355 million, 
or $.93 per diluted share. The cumulative effect adiustment 
was recorded net of income tax benefits of $227 million, 
and was primarily composed of approximately $560 mil- 
lion of costs previously included in inventories. 

Note 24usiness Combination with COMSAT Corporation 

In September 1998, h e  Corporation and COMSAT Corpora- 
tion (COMSAT) announced that they had entered into an 
Agreement and Plan of Merger (the Merger Agreement) 
to combine the companies in a two-phase transaction (the 

Merger). Subsequent to obtaining all regulatory approvals 
necessary for the first phase of the transaction and approval of 
the Merger by the stockholders of COMSAT, the Corporation 
completed a cash tender offer for 49 percent of the outstan& 
ing stock of COMSAT (the Tender Offer) on September 18, 
1999. The total value of this phase of the transaction was 
$1 -2 billion, and such amount was included in investments 
in equity securities in the consolidated balance sheet prior 
to consummation of the Merger as discussed below. The 
Corporation accounted for its 49 percent investment in 
COMSAT under the equity method of accounting. 

On  August 3, 2000, pursuant to the terms of the Merger 
Agreement, the second phase of the transaction was accom- 
plished and the Merger was consummated. On  that date, 
each shore of COMSAT common stock outstanding immedi- 
ately prior to the effective time of the Merger (other than 
shares held by the Corporation) was converted into the 
right to receive one share of Lcckheed Martin common 
stock in a tax-free exchange. The total amount recorded 

related to this phase of the transaction was approximately 

[Con tin ued) 

$1.3 billion based on the Corporation's' issuance of approxi= 
mately 27.5 miflion shares of its common stock at a price of 
$49 per share. This price per share represents the average 
of the price of Lockheed Martin's common stock a few days 
before and after the announcement of the transaction in 
September 1998. 

The total purchase price for COMSAT, including trans- 

action costs and amoynts related to Lockheed Martin's 
assumption of COMhT stock options, was approximately 
$2.6 billion, net of $76 million in cosh balances acquired. 
The COMSAT transaction was accounted for using the pur- 

chase method of accounting. Purchase accounting adiusb 
ments were recorded in 2000 to allocote the purchase price 
to assets acquired and liabilities assumed based on their 

fair vulues. These adjustments included certain amounts 
totaling approximately $2.1 billion, composed of adiust- 
ments to record investments in equity securities acquired at 

their fair values and cost in excess of net assets acquired, 
which will be amortized over an estimated life of 30 years. 
A summary of assets acquired and liabilities assumed as of 

the acquisition date follows: 

[In millions1 

Working capital, excluding cash acquired 
Property, plant and equipment 
Investments in equity securities 
Cost in excess of net assets acquired 
Other assets 
Long-term debt 
Poskretirement benefit liobilities 
Deferred income taxes 
Other liabilities 

$ (99) 
243 

1,793 
1,439 

171 
(3341 

(381 
(4551 
11 651 

Net investment 
Cash ocauired 

2,555 
76 

Total cost of acquisition $2,63 1 
~ 

The following unaudited pro forma combined earnings 

data present the results of operations OF the Corporation 
and COMSAT for the years ended December 3 1,2000 
and 1999, as if  the Merger had been consummated at 
the beginning of the periods presented. The pro forma 
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/;combined earnings data does not purport to be indicative 

of the results of operations that would have resulted if  the 
COMSAT transaction had occurred at the beginning of the 
respective periods. Moreover, this data is not intended to 
be indicative of Future results of operations. 

on millions, except per  share datu) 2000 1999 
Net sales $25,674 $26,072- 
(Loss) eamings before 

extraordinary item and cumulative 
effect of change in accounting 14 13) 639 

Net (loss] earnings (5081 2 84 
(Loss) earnings per common share: 
Basic: 

Sefore extraordinary item and 
cumulative effect of change 
in accounting L981 1.56101 

{Loss] earnings per common share (1.21) .69(a) 

3efore extraordinary item and 
cumulative effect of change 

Dihted: 

in accounting (W 1.55(4 
(Loss) eorninps Der common share 11.211 .69M 

~ ~~~ 

(a] The differences between hese amounts and h e  respective 
earnings per share amounts presented on the Consolidated 
Statement of Operations relute primarily to the estimated 
effects of interest on the debt to finance the Tender Offer 
which was, for purposes of this pro forma presentation, 
assumed to have been issued on January I, 1999. 

The Corporation has consolidated the operotions of 
COMSAT with the results of operations of Lockheed Martin 
Global Telecommunications, Inc. (MGT), a wholly-owned 
subsidiary of the Corporation, From August 1 , 2000. 

Note 3--Divestiture Aeh'vitier 

In July 2000, the Corporation decided to sell its Aerospace 
Electronics Systems (AES) businesses and announced that it 
had reached a definitive agreement to sell these businesses 
to BAE SYSTEMS, North America lnc. (BAE SYSTEMS) for 

$1.67 billion in cash (the AES Transaction]. As u result of 
this decision, the Corporation classified the assets of these 

businesses as "held for disposal" under the provisions of 
SFAS No. 12 1, "Accounting for the Impairment of tong- 
Lived Assets and for Long-lived Assets to 3e Disposed Of.u 
The sum of the carrying value OF the net assets of the AES 
businesses and estimated transaction costs exceeded the 
sales price per the definitive sales agreement. Therefore, 
the Corporation recorded an impairment loss in the third 
quarter of 2000 to adjust f ie  book values of the assets to 

be disposed of to their fair values. Based on preliminary 
calculations and analyses, the Corporation recorded o loss, 
including state income taxes, of approximately $755 mit  
lion. The loss negatively impacted the net loss for the third 
quarter by approximately $980 million, or $2.42 per 
diluted shore. The AES Transaction closed in November 
2000. In connection with the closing, the Corporation 
refined certain estimates included in its calculation of the 
loss on the transaction based on more current information 
and analyses. As a result, the Corporation recorded an 
adjustment in the foudh quarter of 2000 to reduce the 
amount of the loss, net of state income taxes, by $157 mil- 
lion, which increased fourth quarter net earnings by $102 
million. In total for the year ended December 3 1 , 2000, 
the Corporation recorded a nonrecurring and unusual loss 
of $598 million related to the AES Transaction which is 
included in other income and expenses. The loss negatively 
impacted the net loss for 2000 by $878 million, or $2.1 8 
per diluted share. 

On September 25, ZOOO, the Corporation consummated 
the sale of k k h e e d  Martin Control Systems (Control Systems) 
to BAE SYSTEMS for $5 10 million in cash. This transaction 

resulted in the recognition of a nonrecurring and unusual 
gain, net of state income taxes, of $302 million which is 
reflected in other income and expenses. The gain favorabfy 
impacted the net loss for 2000 by $1 80 million, or $.45 
per diluted share. 

In September 2000, the Corporation completed the 
sale of approximately one-third of its interest in Inmarsat 
Ventures Limited (Inmarsat) for $164 million. The investment 

** 
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in lnmarsat was acquired as part of COMSAT in conjunc- 

tion with the Merger. As a result of the transaction, the 

Corporation's interest in lnmarsat was reduced from approxi- 

mately 22% to 14%. The sale of shares in lnmarsat did not 
impoct the Corporation's results of operations for 2000. 

In March 1997, the Corporation repositioned IO of its 
nontore business units as a new independent company, 1-3 
Communications Holdings, Inc. (L-31, in which the Corpor- 

ation retained an approximate 35 percent ownership inter- 
est at closing. In May 1998, 1-3 completed on initial public 

offering which resulted in a reduction in the Corporation's 

ownership to approximately 25 percent and the recognition 
of Q gain, net of state income taxes, of $18 million. The gain 
increased net earnings by $12 million, or $.03 per diluted 

share. In 1999, the Corporation sold its remaining interest 

in  L-3 in two separate transactions. On a combined basis, 
these transactions resulted in a nonrecurring and unusual 

gain, net of state income taxes, of $155 million which 

increased net earnings by $101 million, or $.26 per 
diluted share. 

In September 1999, the Corporation sold its interest in 

Airport Group International Holdings, LLC which resulted in 

a nonrecurring and unusual gain, net of state income taxes, 
of $33 million in other income and expenses. In October 
1999, the Corporation exited its commercial 3D graphics 
business through consummation of a series of transactions 

which resulted in the sale OF its interest in Real 3D, Inc., 
P majority-owned subsidiary, and a nonrecurring and 

unusual gain, net of state income taxes, of $33 million in 

other income and expenses. On a combined basis, these 

transactions increased net earnings by $43 mill' ion, or 
$.11 per diluted share. 

Note 4-Rertructvn'ng and Other Charges 

In the fourth quarter of 1998, the Corporation recorded a 
nonrecurring and unusual pretax charge, net of state income 

tax benefits, of $233 million related to actions surrounding 

the decision to fund a timely non-bankruptcy shutdown of 

(Con tin uedJ 

the business of CalComp Technology, Inc. (CalComp), a 
majorityawned subsidiary. This charge decreased net earn- 
ings by $183 million, or $.48 per diluted share. As of 
December 3 1 , 1999, CalComp had, among other actions, 
sold substantially all of its assets, terminated substantially 

all of its work force, and initiated the corporate dissolution 
process under the applicable state and foreign government 

statutes. The financial itpacts of these actions were less than 
anticipated in the Corporation's plans and estimates and, in 
the fourth quarter of 1999, the Corporation reversed 

approximately IO percent of the original charge recorded 
in 1998. As of December 3 1, 2000, the Corporation had 

substantially completed the shutdown of ColComp's opera- 
tions. Based on management's assessment of the remaining 

actions to be taken to complete initiatives contempjated in 

the Corporation's original plans and estimates, the Corpor- 
ation reversed approximately $33 million of the original 

charge, which fovorably impacted the net loss for 2000 by 
$2 1 million, or $.05 per diluted share. While uncertainty 
remains concerning the resolution OF matters in dispute or 

litigation, management believes that the remaining amount 

recorded at December 3 1 , 2000, which represents approx- 
imately IO percent of the original charge, is adequate to 

provide for resolution of these matters and to complete the 

dissolution process. 
During 1997 and 1996, the Corporation recorded 

nonrecurring and unusual charges, net OF state income tax 
benefits, which in the aggregate totaled $764 million. These 
charges reflected the estimated effects of exiting non-strote- 

gic lines of business and impairment in the values of various 

non-core investments and certain other assets, and included 
estimated costs for facility closings and transfers of programs 

related to the Corporation's acquisition of Loral Corporation 

in April 1996. All initiatives undertaken as part of. the 1997 
and 1996 charges had been completed as of December 3 1, 
2000, other than actions contemplated as port of the Cor- 
poration's exit from a certain environmentai remediation 

tine of business and a fixed price systems development line 
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1 '  of business in the area of children and family services. In 

1999, the Corporation recorded an additional charge 

of  approximately $40 million related to these remaining 

initiatives. The estimated costs related to these remaining 

initiatives represent approximately 30 percent of the total 

amounts recorded. During 2000, there were no further 

adjustments associated with these charges. The amounts 

recorded in the Consolidated Balance Sheet at December 3 1, 
2000 related to these actions are, in the opinion OF mar+ 
agement, adequate to complete the remaining initiotives 

originally contemplated in the 1997 and 1996 charges. 

Under existing U.S. Government regulations, certain 

costs incurred for consolidation actions that can be demon- 

strated to result in savings in excess of the cost to implement 

can be deferred and amortized For government contracting 

purposes and included as allowable costs in future pricing 

of the Corporation's products and services. Included in the 

Consolidated Balance Sheet at December 3 1 ,  2000 is  
approximately $300 million of deferred costs related primo- 

rily to consolidation actions undertaken in connection with 

the formation of Lockheed Martin in 1995 that will be rec- 

ognized in future sales and cost of sales. 

Note H a r n i n g s  Per Share 

Basic and diluted per share results for all periods presented 

were computed based on the net loss or net earnings for 
h e  respective periods. The weighted average number of 
common shares outstanding during the period was used in 

the colculotion of basic (loss) earnings per share and, for 
1999 and 1998, this number of shares was increased by 
the effects of dilutive stock options based on the treasury 

stock method in the calculation of diluted (loss) earnings per 
share. The diluted loss per share for 2000 was computed 

in the same manner as the basic loss per share, since 

adjustments related to the dilutive effects of stock options 

would have been antidilutive. 

The following table sets forth the computations of basic 
and diluted (toss) earnings per shore: 

{In millions, except per share dab) 2000 1999 1 998 

Net floss) earnings: 
[Loss) earnings before 

extraordinary item and 
cumulative effect of change 
in accounting $ (424) $ 737 $1,001 

Extraordinary loss on e a r h  ,I*' 

Cumulative effect of change 
- - extinguishment of debt (951 

in accountina - I3551 - 
Net (loss) earnings for basic 

and diluted computations $ (519) $ 382 $1,001 

Avrmgc commn shum 
outs tuding: 

Average number of common 
shares outstanding for 
basic computations 400.8 382.3 376.5 

Dihtive stock options-based 
on the treasury stock method '4 1.8 4.6 

Average number of common 
shares outstanding for 
diluted comDutations 400.8[a) 384.1 381.1 

[bssj eumings per share: 
Basic: 

Before extraordinary item 
and cumulative effect of 
change in accounting $ (1.05) $ 1.93 $ 2.66 

Extraordinary loss on early 

Cumulative effect of change 
- - extinguishment of debt (-24) 

- 1.931 - in accountina 

$ (1.291 $ 1.00 $ 2.66 
Diluted: 

Before extraordinary item 
and cumulative effect of 
change in accounting $ (1.05) $ t.92 $ 2.63 

Extraordinary loss on eorly 

Cumulative effect of change 
- L extinguishment of debt 1-24] 

in accountina - 1.931 - 
$ (1.291 $ .9? S 2.63 

10) In accordance with SFAS No. 128, the averoge number of 
common shares used in he calculation of he diluted loss 
per shure before extroordinary item and cumulotive effect of 
change in occounting has not been odiusted for the effects of 
2.3 million dilutive stock options, as such odiusiinent would 
hove been antidilutive. 

- 
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Note H e c e i v a  bles 

(fn miflionsj 2000 1 999 
U.S. Government: 

Amounts billed $1,143 $ 927 
Unbilled costs and accrued profits 2,289 2,300 
less customer advances and 

progress payments (45fl (395t 
Commercial and foreign governments: 

Amounts billed 725 644 
Unbilled costs and accrued profits, 

primarily related to 
commercial contracts 6 U  963 

Less customer advances and 

(1 691 (91 1 progress payments 

$ 4,195 $ 4.348 

Approximotely $169 million of the December 3 1, ZOO0 
unbilled costs and accrued profits are not expected to be 
recovered within one year. 

Note 74nventories 

fh millions) 2000 1999 

Work in process, commercial 
launch vehicles $ 1,175 $ 1,514 

Work in process, primarily related 
to other long-term contracts and 
programs in progress 3,034 3,879 

progress payments (1,864) (1,848) 
3,145 3,545 

Other inventories 680 506 

less customer odvances and 

5 3,825 $ 4,051 

[Con tin ued) 

(Atlas V) programs. At December 3 1, 2000 and 1999, 
commerciol launch vehicle inventories included amounts 
odvanced to Russian manufacturers, Khrunichev State 
Research and Production Space Center and RD AMROSS, 
a joint venture between Pratt 8, Whitney and NPO 
Energomash, of approximately $657 million and $903 
million, respectively, for the manufacture of launch vehicles 

and related launch reryices. 
Work in proc_es;\nventories at December 3 1, 2000 

related to other long-term controcts and progrums in 
progress included approximately $50 million of unamor- 
tized deferred costs for aircraft not under contract related 
to the Corporation's C-l3OJ program. 

Approximately $1.5 billion of costs included in 2000 
inventories, including approximately $565 million advanced 
to Russian manufacturers, are not expected to be recovered 
within one year. 

An analysis of generol and administrative costs, includ- 
ing research and development costs, included in work in 
process inventories follows: 

(In millions] 2000 1 999 1998 

Beginning of year $ 493 $ 693 $ 533 
Incurred during the year 1,950 2,354 2,469 
Charged to cost of 

Research and 

Other general and 

sales during the year: 

development 1647) (822) 18641 

administrative (1,4011 (1,7321 (1,445) 
End of yeor $ 395 $ 493 $ 693 

~~ 

Work in process inventories related to commercial launch 
vehicles include costs for launch vehicles, both under con- 
tract and not under contract, including approximately $120 
million of unamortized deferred costs at December 3 1,2000 
for launch vehicles not under contract related to the com- 
mercial Atlas und the Evolved Expendable Launch Vehicle 

In addition, included in cost of sales in 2000, 1999 
and 1998 were general and administrative costs, including 
research and development costs, of approximately $672 
million, $509 million and $490 million, respectively, 
incurred by commercial business units or programs. 
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1 Note &-Property, Plant and Equipment 

[h millions] 2000 1999 

land $ 174 $ 218 
Buildings 2,931 3,027 
Machinery and equipment 5,334 5,662 

8,439 8,907 
Less accumulated depreciation 

and amortization (4,9931 (5,273) 
$3,446 $3,634 

Note 94nvestments in Equity Securities 

[In millions] 2000 1999 
Equity method investments: 

International Telecommunicafions 
Satellite Organization (INTELSAT) $ 1,201 $ - 

Astrol in k International, UC 266 148 
Americom Asia-Pacific, LLC 138 114 
Space Imaging, UC 67 86 
ACeS Internotional, Ltd. 32 163 
COMSAT - 1,188 
Other 79 73 

1,783 1,771 

Inmorrot 270 - 
New Skies Satellites, N.V. 188 - 
Loral Space 146 393 

Cost method investments: 

Other 46 A 6  

650 439 

S 2.433 S 2.210 
~ 

The carrying value of the Corporation's 22.5 percent 

investment in INTELSAT exceeds the Corporation's share of 
JNTELSAT's net assets by approximately $700 million, and 
this amount i s  being amortized rotably over 30 years. The 
Corporation has commitments to provide odditional funding 
to Astrolink International, LLC totaling approximately $140 
million at December 3 1, 2000. 

In the fourth quarter of 2000, the Corporation recorded 

a nonrecurring and unusual charge, net of state income tax 
benefits, of $1 17 million related to impairment of its invest- 

ment in ACeS International, Ltd. (ACeS) due to an other than 

temporary decline in the value of the investment. ACeS is a 
joint venture in which the Corporation holds a 33 percent 
interest at December 31, 2000. ACeS operates the Asian 
Cellular Satellite System, a geostationary mobile satellite 
system serving Southeast Asia which was placed in com- 
mercial operation in the Fourth quarter of 2000. The space 
craft has experienced an anomaly that may reduce the 
overall capacity of the s p m  by about 30 to 35 percent. 
The decline in the vqtue of the investment was assessed to 
be other than temporary as a result of the reduced business 
prospects due to this anomaly as well as overall market 
conditions. The adjustment reduced net earnings by $77 
million, or $0.19 per share. 

Note I N b t  

Type (Maturity Dates) 
/In millions, except Range of 
interest rak doruj lnteresl Rates 2000 1999 

Notes (200 1-2022) 5.7- 9.4% $5,202 $ 6,778 
Debentures (201 1-20361 7.0 - 9.1% 4,312 4,407 
Monthly Income 

Preferred Securities 8.125% 200 - 
ESOP obligations 

8.4% 177 217 (200 1-2004) 
Other obligations 
(200 1-20 1 61 1 .O -1 2.7% 56 7 7  

Less current maturifies 
9,947 11,479 

(882) (521 
$9,065 $1 1,427 

In November 2000, the Corporation commenced ten- 
der offers for the purchase OF up to $1.95 billion in princi- 
pal amount of six issues of debt securities then outstanding. 

Such debt securities included a combination of notes and 
debenbres. In December 2000, the Corporation purchased 

approximately $1.9 billion in principal amount of the debt 
securities included in the tender offirs, the majority of which 
were notes. The repurchase of the debt securities resulted in 
an extraordinary loss on early extinguishment of debt, net 
of $61 million in income tax benefits, of $95 million. 
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In connection with the Merger, the Corporation recorded 
at fair value approximately $4 10 million of COMSAT debt 
obligations in its Consolidated Balance Sheet. COMSAT's 
debt obligations consisted of approximately $2 1 O million 
in notes, and $200 million in Monthly Income Preferred 
Securities (MIPS] issued by a wholly-owned subsidiary of 

COMSAT. The MIPS, which were issued at a par value of 
$25 per share, require the payment of dividends at an 
annual rote of 8.125%' and became colloble beginning 
in July 2000. The MIPS are fully and unconditionally guar- 
anteed by COMSAT and the Corporation. 

As of December 3 1, 2000, the Corporation had $1.3 
billion of notes outstanding which had been issued to a 
wholly-owned subsidiary of General Electric Company 

IGE). The notes are due November 17, 2002 and bear 
interest at o rate of approximately 6%. The agreements 
relating to these notes require that, so long as the aggre 

gate principal amount of the notes exceeds $ 1  .O billion, 
the Corporation will recommend to its stockholders the 

election of one person designated by GE to serve as u 
director of the Corporation. 

The registered holders of $300 million of 40 year 
Debentures issued in 1996 may elect, bekeen Morch 1 
and April 1, 2008, to have their Debentures repaid by 
the Corporation on May 1, 2008. 

tions ($175 million at face value) which were originally 
sold at approximately 54 percent of their principal amount. 

These Debentures, which are redeemable in whole or in 
part at the Corporation's option at 100 percent of their 
face value, have an effective yield of 13.25%. 

A leveraged employee stock ownership plan (ESOP) 
incorporated into the Corporation's salaried savings plan 
borrowed $500 million through a private placement of 
notes in 1989. These notes are being repaid in quarterly 

installments over terms ending in 2004. The ESOP note 
agreement stipulates that, in the event that the ratings 

Included in Debentures are $1 14 million of 7% obliga- 

assigned to the Corporation's long-term senior unsecured 
debt are below investment grade, holders of the notes may 
require the Corporation to purchase the notes and pay 
accrued interest. These notes are obligations of the ESOP 
but are guaranteed by the Corporation and included as 

debt in the Corporation's Consolidated Balance Sheet. 

lion revolving credit facjlity which matures on December 20, 
2001 (the Credit F6Slity). Borrowings under the Credit 
Facility would be-;nsecured and bear interest at rates based, 
at the Corporation's option, on the Eurodollar rate or a bank 
Base Rate (as defined). Each bank's obligation to make loans 
under the Credit Facility is subject to, among other things, 
compliance by the Corporation with various representa- 

tions, warranties and covenants, including, but not limited 
to, covenants limiting the ability of the Corporation and 
certain of its subsidiaries to encumber their assets and a 
covenant not to exceed a maximum leverage ratio. There 
were no borrowings outstanding under the Credit Facility 
at December 3 1, 2000. 

The Credit Facility supported commercial paper bor- 

rowings of approximately $475 million outstanding at 
December 3 1, 1999. The weighted average interest rate 
for commercial paper outstanding at December 3 1, 1999 
was 6.6%. 

years following December 31, 2000 are: $882 million in 
2001 ; $1,334 million in 2002; $767 million in 2003; 
$ 1  37 million in 2004; $16 million in 2005; and $6,8 1 1 
million thereafter. 

contain restrictive covenants relating to debt, limitations on 

encumbrances ond sale and leaseback transnctions, and 
provisions which relate to certain changes in control. 

The estimoted fair values of the Corporation's long- 

term debt instruments at December 31, 2000, aggregated 

approximately $10.4 billion, compared with a carrying 

At the end of 2000, the Corporation had a $3.5 bil- 

The Corporcation's long-term debt maturities for the five 

Certain of the Corporation's other financing agreements 
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1 amount of approximotely $9.9 billion. The fair values were 

estimated based on quoted market prices for those instru- 
ments publicly traded. For privately placed debt, the fair 
values were estimated based on the quoted market prices 

for similar issues, or on current rates offered to the Corpor- 

ation for debt with similar remaining maturities. Unless 0th 
ewise indicated elsewhere in the Notes to Consolidated 

Financiol Statements, the carrying values of the Corporation's 

other financial instruments approximate their fair values. 

In lune 2000, the Corporation was notified that 
Globalstar Telecommunications, L.P. (Globalstar) failed to 
repay borrowings of $250 million under a revolving credit 

agreement on which Lockheed Martin was a partial guar- 
antor. In connection with its contractual obligation under 
the guarantee, on June 30, 2000, the Corporation poid 

$207 million to the lending institutions From which Globalstar 

had borrowed, which included applicable interest and fees. 
O n  that same date, Loral Space & Communications, Ltd. 
(Loral Space), under a separate indemnification agreement 

between the Corporation and Loral Space, paid Lockheed 
Martin $57 million. The Corporation is entitled to repayment 

by Globalstar of the remaining $150 million paid under 

the guarantee, but has not as yet reached agreement with 
respect to the form and timing of such repayment. In light of 
the uncertainty of the situation regarding the amounts due 

from Globalstar, the Corporation recorded a nonrecurring and 
unusual charge in the second quarter of 2000, net of state 
income tax benefits, of approximately $14 1 million in other 

income and expenses. The charge negatively impacted the net 

loss for 2000 by $91 miliion, or $.23 per diluted share. 

Interest payments were $947 million in 2000, $790 
million in 1999 and $856 million in 1998. 

Note 1 l-lncome Taxes 

The provision for federal and foreign income taxes consisted 
of the following components: 

Iln millions) 2000 1999 1998 

Federal income taxes: 
Current $763 $136 $432 
bferred 293 203 

Total federal incomeloxk 679 429 635 
Foreign income taxer - 31 34 25 

Total income taxes provided $710 $463 $660 

Net provisions for state income taxes are included in 

general and administrative expenses, which are primarily 
allocable to government contracts. Such state income taxes 

were $100 million for 2000, $22 million for 1999 and 
$70 million for 1998. 

The Corporation's effective income tax rate varied from 

the statutory federal income tax rate because of the follow- 
ing differences: 

2000 1999 1998 
~~ 

Statutory federal tax rate 35.0% 35.0% 35.0% 
Increase (reduction] 

in tax rate from: 
Nondeductible 

amortization 29.5 7.6 5.5 
Revisions to prior years' 

estimated liabilities 4.4 (6.0) (2.4) 
Divesti tures 176.7 - 1.1 
Other, net 2.4 2.0 .5 - 

248.0% 38.6% 39.7% 



The primary components of the Corporation‘s federal 
deferred income tax assets ond liabilities at December 31 
were as follows: 

(In millions) 2000 1999 
Deferred tax assets related to: 

Accumuloted postretirement 
benefit obligations $590 $632 

Contract accounting methods 416 587 
Accrued compensation and benefits 259 240 
Other 267 165 

1,532 1,632 

Intangible assets 409 436 
DeFerred tax liabilities related to: 

Prepaid pension asset 535 3 83 
Property, plant and equipment 88 93 

1,032 91 2 

Net deFerred tax assets $ 5 0 0  $720 

Federal and foreign income tax payments, net of refunds 
received, were $249 million in 2000, $530 million in 1999 
and $228 million in 1998. 

Note 1 2 4 e r  Income and Expenses, Net 

(ln million sj 2000 1999 1998 

Equity in earnings of 
equity investees 

Interest income 
Gain on sales of surplus real estate 
Royalty income 
Loss related to the AES Transaction 
Gain an sale of Control Systems 
Charge related to 

Impairment 1055 on ACeS 
Sole of interest in L-3 
Other portfolio shaping 

Globalstar guarantee 

activities and other items 

$ 18 $ 39 
33 38 
57 35 
17 19 
- - 

64 39 
$[409) $344 $170 

{Continued) 

No& 13-Stockholders‘ Equity and Refbkd Items 

Capiial strxk--At December 3 1, 2000, the authorized capital 
of the Corporation was composed of 1.5 billion shares of 
common stock (approximately 43 1 million shares issued), 50 
million shores of series preferred stock (no shares issued), and 
20 miltion shares OF Series A preferred stock (no shares 
outstanding). 

In 1995, the CorpC;ration’s Board of Directors author- 
ized a common stock repurchase plan for the repurchase of 
up to 18 rniflion common shares to counter the dilutive effect 
of common stock issued under certain of the Corporation’s 
benefit and compensation programs and for other purposes 
related to such plons. No shares were repurchased in 2000, 
1999 or 1998 under this plan. 

Stock opfion and ward pbns-ln March 1995, the stock- 
holders approved the Lockheed Martin 1995 Omnibus 

Performance Award Plan (the Omnibus Plan). Under the 
Omnibus Plan, employees of the Corporation may be 
granted stock-based incentive awards, including options to 

purchase common stock, stock appreciation rights, restricted 
stock or other stock-based incentive owards. Employees may 

also be granted cash-based incentive awards, such as per- 
formance units. These awards may be granted either indi- 
vidually or in combination wilh other awards. The Omnibus 
Plan requires that options to purchase common stock have 

an exercise price of not less than 100 percent of the market 
value of the underlying stock on the date of grant. The n u n  
ber of shares of Lockheed Martin common stock reserved for 
issuance under the Omnibus Plan at December 3 1, 2000 
was 39 million shares. The Omnibus Plan does not impose 
any minimum vesting periods on options or other awards. 
The maximum term of an option or any other award is 
10 years. The Omnibus Plan allows the Corporation to 
provide for financing of purchases of its common stock, 
subject to certain conditions, by interest-bearing notes 
payable to the Corporation. 
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1 In 2000 and 1999, a total of 300,000 shares of 
restricted common stock ( 1  25,000 and 175,000 shares, 
respectively) were awarded under the Omnibus Plan to cer- 
tain senior executives of the Corporation. The shares were 
recorded based on the market value of the Corporation's 
common stock on the date of the award. The award requires 
the recipients to pay the $1 par value of each share of stock 
and provides for payment to be made in cash or in the form 
of a recourse note to the Corporation. Recipients are enti- 
tled to cash dividends and to vote their respective shares, 
but are prohibited From selling or transferring shares prior 
to vesting. The restricted shores vest ot various intervals over 
a four year period from the grant date. The impact of these 
awards was not material to stockholders' equity or comperr 
sation expense in 2000 or 1999. 

tn April 1999, the stockholders approved the Lockheed 
Martin Directors Equity Plan (the Directors Plan). Approxi- 
mately 50 percent of each director's annual compensation 
is awarded under the Directors Plan. Directors of the Cor- 
poration may elect to receive such compensation in the 
form of stock units which track investment return to changes 
in value of the Corporation's common stock with dividends 
reinvested, options to purchase common stock of the Cor- 
poration, or a combination of the two. The Directors Plan 
requires that options to purchase common stock hove on 
exercise price of not less than 100 percent of the market 
value of the underlying stock on the dote of grant. The n u n  
ber of shares of Lockheed Martin common stock reserved 
for issuance under the Directors Plan at December 31, 
2000 was one million shares. Except in certain circum- 
stances, options and stock units issued under the Directors 
Plan vest on the first anniversary of the grant. The maximum 
term of an option is 10 years. 

poration assumed all outstanding options gronted under 
COMSAT stock option plans for employees and directors. 
Each such option to purchase one share of COMSAT com- 

mon stock outstanding at the Merger date became fully 

In connection with the Merger with COMSAT, the Cor- 

vested (in accordance with the applicable- COMSAT stock 

option agreements), and became an option, on the same 
terms and conditions, to purchase one share of Lockheed 
Martin common stock. A toto1 OF 4.3 million COMSAT stock 
options were outstanding at the Merger date. Included in 
the total purchase price of the transaction is $71 million 
representing the estimated fair value of the 4.3 million 
COMSAT options based qn ossumptions as of the date of 
the announcement of hitransaction using the BlackScholes 
option pricing model. Such amount was recorded in stock- 
holders' equity in the Corporation's Consolidated Balance 
Sheet at December 3 1, 2000. 

The following table summorires stock option and 
restricted stock activity related to the Corporation's plans 
during 1998, 1999 ond 2000: 

Number of Shares Weight& 
Average (In thousands) 

Available for Options Exercise 
Grant Outstanding Price 

December 3 1, 1997 9,504 20,877 
Additional shares reserved 17,000 - 
Options granted (5,090) 5,090 
Options exercised (2,697) 
Options terminated 220 (2231 
December 3 1 , 1998 21,634 23,047 

Options granted (5,466) 5,466 
Additional shares reserved 1,000 I 

(6561 Options exercised - 
Oplions terminated 565 (567) 
Restricted stock awards (1  751 - 
December 3 1, 1 999 17,558 27,290 
Options g r a d  (8,4541 8454 
COMSAT options assumed - 4,263 

(6593 Optioclr exercised - 
Opfions krminuted 755 (7661 
Rerhictcd s t a k  awards (1 25) - 
December 31,2000 9,734 38,582 

$31.18 

52.06 
24.70 
49.03 

- 

36.38 
- 

37.04 
1 9.76 
42.5 1 

36.70 
19-85 
2 2.43 
16.15 
33.23 

31.91 

I 

- 

Approximately 27.9 million, 19.7 million and 15.5 mil- 
lion outstanding options were exercisable by employees at 

December 3 1, 2000, 1999 and 1998, respectively. 
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lnformation regarding options outstanding at December 31, 

Weighted 
Weighted Average 
Ave rog e Re main ing 

Range of Number Exercise Contractual 
Exercise Prices of Options Price life 

2000 follows (number of options in thousands): 

Options Outstanding: 

Less than $20.00 10,909 $17.52 6.8 

$30.00-$3 9.99 9,83? 36.69 6.9 
$40.O&$50.00 4,865 45.57 6.1 

$20.0&$29.99 8,263 25.65 5.7 

Greater than $50.00 4,714 52.08 7.1 

Total 38,582 31.91 6.5 
Options Exercisable: 

Less than $20.00 4,360 $1 6.05 
$20.0&$29,99 6,625 25.70 
$30.00-$39.99 7,316 36.58 

Greater than $50.00 4,7 1 4 5 2.08 
$40.00-$50.00 4,865 45.57 

Total 27.880 34.97 

All stock options granted in 2000, 1999 and 1998 
under the Omnibus Plan have 10 year terms and generally 
vest over a two year service period. Exercise prices of 
options awarded in those years were equal to the market 
price of the stock on the date of grant. Pro forma informa- 
tion regarding net earnings and earnings per shore as 
required by SFAS No. 123 has been prepared as i f  the 

Corporation had accounted for its employee stock options 
under the Fair value method. The fair value for these options 
was estimated at the date of grant using the BlackScholes 
option-pricing model with the following weighted average 
assumptions for 2000, 1999 and 1998, respectively: risk- 

free interest rates of 6.61 percent, 4.64 percent and 5.39 
percent; dividend yields of .8 percent, 2.4 percent and 
1.9 percent; volatility factors related to the expected market 

price of the Corporation's common stock of .342, 247 and 
,174; and a weighfed average expected option life of five 
years. The weighted average fair value of each option 

granted during 2000, 1999 and 1998 was $7.62, $8.53 
and $10.96, respectively. 

(Coniinuedj 

For purposes of pro forma disclos&s, the options' 

estimated fair values are amortized to expense over the 
options' vesting periods. The Corporation's pro forma 
information follows: 

Itn millions. except Per shore datal 2000 1999 1998 

Pro forma net (loss) earnings $(550) $351 $965  
Pro forma (toss) earnings per shore: 

, Basic I $(1.37) $ .92 $2.56 
$(1.37) $ .91 $2.53 .I Diluted 

Note 14--Post-Retirement Ben&t Pions 

Defined contribution plans-The Corporation maintains Q 

number of defined contribution plans which cover substan- 
tially all employees, the most significant of which ore the 

40 I jkj plans for salaried employees and hourly employees. 
Under the provisions of these 401 (k) plans, employees' eli- 
gible contributions are matched by the Corporation at 
established rates. The Corporation's matching obligations 
were $221 million in 2000, $222 million in 1999 and 

$226 million in 1998. 
The Lockheed Martin Corporafion Salaried Savings 

Plon includes an ESOP which purchased 34.8 million 
shores of the Corporation's common stock with the p r e  
ceeds from a $500 million note issue which is  guaranteed 
by the Corporation. The Corporation's match consisted of 

shares of its common stock, which was partially fulfilled 
with stock released from the ESOP at approximately 2.4 
million shares per year based upon the debt repayment 
schedule through the year 2004, with the remainder being 
fulfilled through purchases of common stock from terminat- 
ing participants or in the open market, or through newly 
issued shares from the Corporation. Interest incurred on the 
ESOP debt totaled $17 million, $20 million and $23 million 
in 2000, 1999 and 1998, respectively. Dividends received 
by the ESOP with respect to unallocoted shores held are 

used for debt service. The ESOP held approximately 47.3 
million issued shares of the Corporation's common stock 
at December 3 1, 2000, of which approximately 39.2 
million were allocated and 8.1 million were unallocated. 



December 31, 2000 

Unallocated common shares held by the ESOP are consid 
ered outstanding for voting and other Corporate purposes, 
but excluded from weighted average outstanding shares in 

calculating earnings per share. For 2000, 1999 and 1998, 
the weighted average unallocated ESOP shares excluded 

in calculating earnings per share totaled approximately 
9.0 million, 1 1.3 million and 13.6 million common shares, 
respectively. The fair value of the unellocated ESOP shares 
at December 3 1, 2000 was approximately $276 million. 

ESOPs. The Corporation's match to these plans was made 
through cash contributions to the ESOP trusts which were 
used, in part, to purchase common stock from terminating 
participants and in the open market for allocation to partici- 
pant accounts. These ESOP trusts held approximately 3.6 
million issued and outstanding shares of common stock at 
December 3 1 , 2000. 

Dividends paid to the salaried and hourly ESOP trusts 

on the allocated shares are paid annually by the ESOP 
trusts to the participants based upon the number of shares 
allocated 10 each participant. 

Defined benefit pension plans, and retiree medical ond life 
insurunce plons--Most employees are covered by defined 
benefit pension plans, and certain heolth care and life insur- 
ance benefits are provided to eligible retirees by the Corpor- 
ation, The Corporotion has made contributions to kusts 
(including Voluntary Employees' Beneficiary Association trusts 
and 401 (h) accounts, he assets of which will be used to pay 
expenses of certain retiree medical plans) established to poy 
future benefits to eligible retirees and dependents. Benefit 
obligations as of the end of each year reflect assumptions 
in effect as of those dates. Net pension and net retiree med- 
ical costs for 2000, 1999 and 1998 were based on assump 
tions in effect at the end of the respective preceding years. 

Certain plans for hourly employees include non-leveraged 

The following provides a reconciliation of benefit obli- 
gations, plan assets and funded status of the plans: 

Defined Benefit Retiree Medical and 
Pension Pions Life Insurance Plans 

[In millions] 2000 1999 2000 1999 

Change in &n&t Obfigutions 
Benefit obligations at 

beginning of year S 18,072 
Service cost I - 4 1 7  
Interest cost 1,372 
Benefits paid t 1 ,1801 
Amendments 5 
Divestitures (6891 
Actuarial losses (gains) 423 
Participants' 

contri bwtions 3 

$2,706 $ 2,685 
3a 43 

198 177 
(2321 (208) 
36 3 
(951 

298 (23) 
- 

35 29 

Benefit obligations at 
end of year $18,524 $18,073 $2,984 $ 2,706 

Change in Pbrt Assets 
Fair value of plan 

asseeb at 
beginning of year $25,064 $22,811 $ 1,141 $ 1,002 

Actual return on 
plan ossets (383) 3,211 (301 116 

Cotporo tion's 
contributions 46 149 1 29 118 

Benefih paid 11,180) (1 , l  10) (143) (124) 
Participants' 

contributions 3 3 35 29 
Divestitures (8 12) - (34) - 
Fair value of plan 

asseett at 
end of year $22,738 $25,064 $1,098 $ 1,141 

Funded (unfunded) 

Unrecognized 
status of the plans $ 4,214 $ 6,991 5(1,8861 $11,565) 

net actuarial 
(gains) losses (2,975) (6,240) 233 (191) 

Unrecognized prior 
564 659 6 (491 service cost 

Unrecognized 
transition asset PI I1 31 - - 

Prepaid [accrued) 
benefit cost $ 1,794 $ 1,397 $ ( 1 M  $(lt8O5l 



The net pension cost and the net post-retirement benefit 
cost related to the Corporation's plans include the following 
co m pone n is: 

pn millions] 2000 1999 1998 
D c f i d  Benefit Pension P&ns 
Service cost $ 517 $ 564 $ 491 
Interest cost 1,372 1,245 1,197 
Expected return on plan assets (2,130) (1,920) (1,715) 
Amortization of prior 

service cost 75 69 58 
Recognized net actuarial gains (143) (43) (221 

1891 Amortization OF transition asset t4) (4) 
Curtailment iossI4 11 - - 

Net pension income $-  (302) $ (89) $ (80) 
Refim Medico1 und fife Insumnce Plans 

interest cost 198 I77 178 

Amortization of prior 

Service cost 5 3a $ 43 $ 40 

Expected return on plon assets (105) 190) (79) 

service cost (1 2) 11 21 (6) 
(15) Recognized net actuarial gains (1 1) I81 

Curtailment g ainbl (87) - - 
Net post-retirement cost $ 21 $ 110 $ 118 

[a] Amounts relaie primarily to the divestiture of AES and Conhol 
Systems in 2000 and are included in the cakulution of the 
gains or losses on h e  respective transactions. 

The following actuarial assumptions were used to deter- 
mine the benefit obligations and the net costs related to the 
Corporation's defined benefit pension and post-retirement 
benefit plans, as appropriate: 

Discount rates 7.5% 7.75% 7.0% 
Expected long-term rates 

of return on assets 9.5 9.5 9.5 
Rates of increase in 

Future compensotion levels 5.5 5.5 5.5 

2000 1999 1998 

(ConhuedJ 

The medical trend rates used in measuring the post- 

retirement benefit obligation were 7.8 percent in 2000 
and 6.0 percent in 1999, and were assumed to ultimately 
decrease to 4.5 percent by the year 2009. An increase or 
decrease of one percentage point in the assumed medical 

trend rates would result in a change in the benefit obligation 
of approximately 4.5 percent ond (4.0) percent, respec- 
tively, ut December 31,2000, and a change in the 2000 
post-retirement service cost plus interest cost of approxi- 
mately 4.7 percent and (4.0) percent, respectively. The 
medical trend rate for 2001 is 8.2 percent. 

Note 15--teases 

Total rental expense under operating leases, net of immate 
rial amounts of sublease rentals and contingent rentals, was 
$463 million, $287 million and $285 million for 2000, 
1999 and 1998, respectively. 

Future minimum lease commitments at December 3 1, 
2000 for all operating leases that have a remaining term 
of more than one year were approximately $1,893 million 
($438 million in 2001, $343 million in 2002, $279 mil- 
lion in 2003, $233 million in 2004, $1 98 million in 2005 
and $402 million in later years]. Certain major plant facili- 
ties and equipment are Furnished by the U.S. Government 
under shofiterm or cancelable arrangements. 

Note 16-Commiiments and Contingencies 

The Corporation or its subsidiaries are parties to or have 
property subject to litigation and other proceedings, includ- 
ing matters arising under provisions relating to the protec- 
tion of the environment. in the opinion of management and 
in-house counsel, the probability is remote that the outcome 
of these matters will have a material adverse effect on the 
Corporation's consolidated results of operations or financial 
position. These matters include the following items: 
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1; Environmental mutters-The Corporation is responding to 
three administrative orders issued by the California Regional 
Water Quality Control Board (the Regional Board) in con- 
nection with the Corporation's former Lockheed Propulsion 
Company facilities in Redlands, California. Under the orders, 
the Corporation is investigating the impact and potential 

remediation of regional groundwater contamination by per- 
chlorates and chlorinated solvents. The Regional Board has 

opproved the Corporation's plan to maintain public water 
supplies with respect to chlorinated solvents during this inves- 

tigation, and the Corporation is negotiating with focal water 
purveyors to implement this plan, as well as to address 
water supply concerns relative to perchlorute contamina- 
tion. The Corporation estimafes that expenditures required 
to implement work currently approved will be approxi- 
mately $90 million. The Corporation is also coordinating 
with the U.S. Air Force, which i s  working with the sere 
space and defense industry to conduct preliminary studies 
of the potential health effects of perchlorate exposure in 
connection with several sites across the country, including 
the Redlonds site. The results of these studies will assist state 
and Federal regulators in setting appropriate action levels 
for perchlorates in groundwater, which will in turn assist the 
Corporation in determining its ultimate clean-up obligation, 
if any, with respect to perchlorates. 

Since 1990, the Corporation has been responding to 
various consent decrees and orders relating to soil and 
regional groundwater contamination in the Son Fernando 
Valley associated with the Corporation's former operations 
in Burbank, California. Among other things, these consent 
decrees and orders obligate the Corporation to operate 
and maintain soil and groundwater heatment facilities in 

Burbank and Glendale, California through 201 8 and 2012, 
respectively; however, the responsibiliv For the long-term 
operation of these facilities will be assumed by the respec- 
tive localities following an appropriate start-up period. Under 
an agreement reached with the U.S. Government and filed 
with the U.S. District Court in January ZOO0 (the Agreement), 

the Corporation was reimbursed approximately $100 mil- 

Jion in the first quarter of 2000 for past expenditures for 

. 

certain remediation activities related to the Burbonk and 

Glendale properties. Also under the Agreement, an amount 
equal to approximately 50 percent of future expenditures 
for certain remediation activities will be reimbursed by the 
US. Government as a responsible party under the Compre- 
hensive Environmenlal Response, Compensation and Liability 
Act (CERCtA). The Corporation estimates that total expendi- 
tures required over the rev in ing terms of the consent decrees 
and orders described &€me, net of the effects of the Agree- 
ment, will be approximately $45 million. 

The Corporation i s  involved in proceedings and poten- 
tial proceedings relating to environmental matters at other 
facilities, including disposal of hazardous wastes and soil 
and water contamination. The extent of the Corporation's 
financial exposure cannot in all cases be reasonably esti- 
mated at this time. In oddition to the amounts with respect 
to the Redlands and Burbank properties and the city of 
Glendale described above, a liability of approximately 
$190 million for the other properties (including current 
operating facilities and certain facilities operated in prior 
years) in which an estimate of financial exposure can be 
determined has been recorded. 

in 1990 and 2000, the Burbank groundwuter treatment 
and soil remediation expenditures referenced above are 
being allocoted to the Corporation's operations as general 
and administrative costs and, under existing government 
regulations, these and other environmental expenditures 
related to U.S. Government business, after deducting any 
recoveries from insurance or other potentially responsible 
parties, are allowable in establishing the prices of the 
Corporation's products and services. As a result, a substan- 
tial portion of the expenditures are being reflected in the 
Corporation's sales and cost of sales pursuant to U.S. 
Government agreement or regulation. 

The Corporation has recorded an asset for the portion 
of environmental costs that are probable of future recovery 

in pricing of the corporation's products and services for 
US. Government business. The portion that i s  expected to 
be allocated to commercial business has been reflected in 

Under agreements reached with the U.S. Government 
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cost of sales. The recorded amounts do not reflect the possi- 
ble future recoveries of portions of the environmental costs 
through insurance policy coverage or from other potentially 
responsible parties, which the Corporation is pursuing as 
required by agreement and U.S. Government regulation. 
Any such recoveries, when received, would reduce the 
allocated amounts to be included in the Corporation's U.S. 
Government sales and cost of sales. 

Wuste remediation contruct-tn 1994, the Corporation was 
awarded a $180 million fixed price contract by the U.S. 
Department of Energy (DOE) for the Phase II design, con- 
struction and limited test of remediation facilities, and the 
Phase I l l  Full remediation of waste found in Pit 9, located on 
the Idaho National Engineering and Environmental Labora- 
tory reservation. The Corporation incurred significant 
unanticipated costs and scheduling issues due to complex 
technical and contractual matters which threatened the viabil- 
ity of the overall Pit 9 program. Based on an investigation 
by management to identify and quantify the overall effect 

of these matters, the Corporation submitted a request for 
equitable adjustment (REA) to the DOE in March 1997 that 
sought, among other things, the recovery of a portion of 
unanticipated costs incurred by the Corporation and the 
restructuring of the contract to provide for a more equitable 
sharing of the risks associated with he Pit 9 project. The 
Corporation has been unsuccessful in reaching any agree- 
ments with the DOE on cost recovery or other contract 
restructuring matters. 

In June 1998, the DOE, through Lockheed Martin Idaho 
Technologies Company (LMITCO), its management contrac- 

tor, terminated the Pit 9 contract for default. On the same 
date, the Corporation filed Q lawsuit against the DOE in the 

US. Court of federal Claims in Washington, D.C., chai- 
lenging ond seeking to overturn the default termination. In 
addition, in July 1998, the Corporation withdrew the REA 
previously submitted to the D O E  and replaced it with Q cer- 
tified REA. fne certified REA i s  similar in substance to the 

REA previously submitted, but its certification, based upon 

more detailed factual and contractual analysis, raises its 
status to that of a formal claim. In August 1998, LMITCO, 
ot the DOE'S direction, filed suit against the Corporation in 
U.S. District Court in Boise, Idaho, seeking, among other 
things, recovery of approximately $54 million previously 

paid by IMlTCO to the Corporation under the Pit 9 contract. 
The Corporation is defending this action while continuing to 
pursue its certified REA: Discovery has been ongoing since 
August 2, 1999.Jn *&tober 1999, the U.S. Court of Federal 
Claims stayed the DOE'S motion to dismiss the Corporation's 
lawsuit, finding that the Court has iurisdiction. The Court 
ordered discovery to commence and gave leove to the DOE 
to convert its motion to dismiss to a motion for summory 
judgment if supported by discowry. The Corporation con- 
tinues to assert its position in the litigation while continuing 
its efforts to resolve the dispute through non-litigation means. 

letters of cre& and other malterr-The Corporation has 
entered into stondby letter of credit agreements and other 
arrangements with financial institutions primarily relating to 

the guarantee of future performance on certain contracts. 
At December 31, 2000, the Corporation had contingent 
liabilities on outstanding letters of credit, guarantees, and 
other arrangements aggregating approximately $940 million. 

Note 17-lnformaiion on Industry Segments and Major 
Customers 

The Corporation operates in five principal business segments. 
The five segments include Systems Integration, Space Systems, 
Aeronautics, Technology Services and Global Telecommuni- 
cations. All other activities of the Corporation fall within the 
Corporate and Other segment. 

Transactions between segments are generally negotiated 
and accounted for under terms and conditions that are simi- 
lar to other government and commercial contracts; however, 
these intercompany transactions are eliminated in consoli- 
dation. Other accounting policies of the business segments 

are the same as those described in "Note l-Summary of 
Significant Accounting Policies." 
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I;  11 As mentioned previously, Lockheed Martin consummated 
its merger with COMSAT, and COMSAT's operations have 
been included in the resultg of operations of lMGT from 
August 1, 2000. Prior to the merger, !he results of opera- 
tions of LMGT, which began operations effective January 1, 
1999, included the Corporation's 49 percent investment in 
COMSAT which was acquired on September 18, 1999 and 
accounted for under the equity method of accounting. In 
oddition to the merger with COMSAT, in October 2000, the 
Corporation began including the operations of Integrated 
Business Solutions (IBS), a business unit serving commercial 
information technology markets, in IMGT's results of opera- 
tions. In accordance with SFAS No. 13 1, "Disclosures about 
Segments of an Enterprise and Related Information," the 
Corporation begun presenting LMGT as a separate operat- 
ing segment colled Global Telecommunications in the third 
quarter of 2000. The operations of LMGT and tBS were 
previously included in the Corporate and Other segment. 
Earlier in 2000, the Corporation reassigned the Manage- 
ment & Data Systems business unit and the space applica- 
tions systems line of business from the Systems lntegrotion 
segment to the Space Systems segment. 

The following segment descriptions and financial data 
have been adjusted to reflect the Corporation's Global 
Telecommunications business as a separate segment and 

the other changes in organizational structure noted above 
for the periods presented. Following is a brief description 
of the activities of each business segment: 

Systems Infegmtion-hgoged in the design, devefopment, 
integration and production of high performance electronic 
systems for undersea, shipboard, lond, and airborne appli- 
cations, Major product lines include missiles and fire control 
systems; air and theater missile defense systems; surface 
ship and submarine combat systems; anti-submarine and 
undersea warfare systems; avionics and ground combat 
vehicle integration; platform integration systems; command, 

control, communications, computers and intelligence (C41) 
systems for naval, airborne and ground applications; sur- 
veillance and reconnaissance systems; air traffic control 

systems; and postal automation systems. 

Space Systems-hgaged in the design, development, engi- 
neering and production of civil, commercial and military 
space systems. Major product lines include spacecraft, space 
launch vehicles and manned space systems; Iheir supporting 
ground systems and services; and strategic fleet ballistic 
missiles. In addition to its consolidated business units, the 
segment has investments in joint ventures that are principally 
engaged in businesses which complement and enhance other 
activities of the segmeZ 

Aemnuuks-hgaged in design, research and development, 
and production of combat and air mobility aircraft, surveil- 
lance/command systems, reconnaissance systems, platform 
systems integration and advanced development programs. 
Major products and programs include the F-16 multi-role 
fighter, the F-22 air-superiority fighter, the C-l3OJ tactical 
airlift aircraft, support for the C-5, F-117 and U2 aircraft, 
and the Joint Strike Fighter concept demonstration program. 

Tfhnokgy  Services-Provides o wide array of management, 

engineering, scientific, logistic and information services to 
federal agencies and other customers. Major product lines 
include ecommerce, enterprise information services, soft- 

ware modernization und data center management for DO0 
and civil government agencies; engineering, science and 
information services for NASA; aircraft and engine mainte 
nance and modification services; operation, maintenance, 
troining, and logistics support for military and civilian sys- 
tems; launch, mission, and analysis services for military, 
classified and commercial satellites; and research, develop 
ment, engineering and science in support of nuclear weapons 
stewardship and navol reactor programs. 

G!obCrl Te~ecommuniccrtions--9rovides communications saw- 
ices and advanced technology solutions through three lines 

of business: enterprise solutions, which provides telecommb 
nications services, managed networks and information 
technology solutions in the US. and international morkets; 
satellite services, which provides global fixed and mobile 
satellite services; and systems and technology, which 
designs, builds and integrates satellite gateways and p r e  

vides systems integration services for telecommunications 
5 
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networks. In addition to its consolidated business units, the 

s e g m e n t  also has investments in joint ventures that are prin- 
cipally engaged in businesses which complement and 
enhance other activities of the segment. 

Corpomfe and Othedncludes the state and local govern- 
ment  services line of business. In addition, this segment  
includes the Corporation's properties line of business as 

well us various Corporate activities. 

Selecfed Financid Data by Business Segment 

[ln millions) 2000 1999 1998 
Net sales 

Space Systems 7,127 7,209 8,600 
Systems tntagration $ 9,647 $ 9,570 $ 9,334 

Aeronautics 4,885 5,499 5,459 
Technology Services 2,318 2,261 1,935 
Glo bat Telecom mu nica tions 766 389 25 1 
Corporate and Other 586 602 6 87 

$25,329 $25,530 $26,266 
Operrrting p d r  floss) 
Systems Integration $ 583 $ 880 $ 858 
Space Systems 416 56 1 1,045 
Aeronautics 343 247 649 
Technology Services 126 137 135 

Corporate and Other (481 28 1 I1611 
Global Telecommunications (215) (97) (41 

._._ ~ 

$ 1,205 $ 2,009 $ 2,522 

Intersegment revenue 
Systems Integration $ 472 $ 470 $ 630 

Aeronautics 70 08 60 
Technology Services 713 64 1 507 
Global Telecommunications 38 17 6 
Corporate and Other 48 47 40 

Space Systems 64 135 77 

[Con !in ued] 

(In millionsJ 2000 1999 1998 

Depreciation and amorfizuh 
Systems Integration $183 $223 $244 

Aeronautics 88 82 74 

Global Telecommunications 45 5 2 
Corwrate and Other 35 40 52 

Space Systems 152 165 185 

Technology Services 15 14 12 

$518 $529 $ 5 6 9  

AmortiIohbn of I - 
intangible usrefj 

Systems Integration $245 $276 $273 
Space Systems 56 57 60 
Aeronautics 81 80 80 
Technology Services 18 18 18 
Global Telecommunications 49 8 
Corporate and OIher 1 1 5 

- 
~ ~ 

$450 $440 $436 
. -~ 

Equify in ecrmings of 
equiiy innestees 

Systems Integration $ (161 $ - $ 6  
Space Systems 40 35 25 

Technology Services 7 - - 
Global Telecommunications 29 (17)  
Corporate and Other - - 

I - - Aeronautics 

- 
8 

$ 6 0  $ t 8  $ 3 9  

Nonrocumng and unurud items 
i~ldd in opcruting 
profit floss] 

Systems Integration 
Space Systems 
Aeronautics 
Technology Services 
Global Telecommunications 
Corporate ond Other 

Gpnditvm for pup*, 
pknt and equipment 

Systems Integration $185 $214 $201 
Space Systems 126 136 290 
Aeronautics 89 123 100 
Technology Services 14 24 25 
Global Telecommunicotionr 42 89 1 
Corporate and Other 44 83 80 
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I; on mi//ionsj 2000 1999 1998 /In millions] 2000 1 999 1998 
Assetsla1 
Systems Integra tion $ 9,758 $12,209 $12,307 
Space Systems 5,500 6,060 6,356 
Aeronautics 3,173 3,206 3,593 
Technology Services 1,435 1,484 1,421 
Global Telecommunications 4,616 2,145 71 
Corporate and Other 5,867 5,157 4,996 

$30,349 $30,261 $28,744 
Cusbmer advunces and amounts 

in excess of cosh irtcurredlbl 
Systems Integration a99 $ 1,039 $ 756 
Space Systems 2,012 2,553 2,136 
Aeronautics 1,636 899 1,052 
Technology Services 16 31 30 
Global Telecommunications 202 132 2 
Corporate and Other 15 1 36 

$ 4,780 $ 4,655 $ 4,012 

[a) The Corporotion has no significant long-lived assets located in 
foreign countries. 

[b] At December 3 I ,  2000, customer advances crnd amounts 
in excess O F  costs incurred in the Space Systems segment 
included approximafely $900 million for commercial launch 
vehicles and related services [approximately $409 million of 
which related to launch vehicles and services hom Russian 
monufocturers] and approximutely $650 million for the manw 
facture O F  commercial satellites [OF which approximately $65 
million is refundable 10 various customers at each customer’s 
discretion). Customer advances and amounts in excess of costs 
incurred in the Aeronautics segment included upproximately 
$866 million related the F- I6 fighter aircrafi program [upprox- 
imotely $5 IO million of which related to a contract with the 
United Ara b Emirates). 

Net Sales by Customer Category 

fln millionsj 2m 1999 1998 
_____ ~ ~~ ~~ 

U.S. Govcmmtnt 
Systems Integration $ 6,855 $ 7,017 $ 6,841 
Space Systems 5,854 6,054 7,044 
Aeronoutics 2,784 2,979 2,706 
Technology Services 2,111 2,033 1,718 
Globol Telecommunications 113 15 - 
Corporate ond Other - - - 

$1 7,717 $1 8,098 $18,309 

F m g n  governmentda~fi~ 
Systems lnfegra tion $ 2,231 $ 2,125 $ 2,075 
Space Systems 79 188 119 
Aeronautics 2,061 2,501 2,721 
Technology Services 116 106 97 
Global Telecommunications 1 
Corporate and Other 1 

I - 
1 I 

. $ 4,489 $ 4,920 $ 5,013 -~ ~~ ..- 

$ 561 $ 428 $ 418 
Cc”rcialfi1 
Systems Integration 
Spoce Systems 1,194 967 1,437 
Aeronautics 40 19 32 

Glo bo1 Telecommunications 652 374 25 1 
Corporate and Other 585 602 686 

.c 

Technology Services 91 122 120 

$ 3,123 $ 2,512 $ 2,944 

/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 governmenb and commer- 
cial categories above, were approximately $6.4 billion, $5.7 
billion and $6.1 billion in 2000, I999 and 1998, respectively. 

Note 18-Summary of Quarterly Information (Unaudited) 

2000 Quarters 
[In millions, except 
per share dab) Firs@ S e c o n d W  Thida) Fourth[*] 
Net sales $5,562 $6,212 $5,960 $7,595 
Earningsfromopmiions 313 428 408 465 
Earnings (loss] &re 

d i n a r y  itern 54 42 (704) 184 
Net camingr (loss] 54 42 0 89 
Diluted mmings (loss) 

pcf share bdom 
uctroordinary iiem(4 .14 ,11 (1.74) .44 

floss) par ShOrsQt .14 -11 (1.74) .21 
Diluted wmings 

48 



1999 Quarters fln millions, except 
per share doto) FirsdQ Secondlet ThirdCl fourth111 

Net 5afes $6,186 $6,203 $6,157 $6,982 
Eorningr from operotions 487 13 1 488 559 
Eornings floss] before 

cumulative effect of 
change in accounting 268 (41) 217 293 

Net (loss) earnings (87) (41) 217 293 
Diluted earnings [loss] 

per share before 
cumulative effect of 
change in accounting .70 (.I 1 )  3 7  .76 

Diluted (loss) earnings 
p e r  shore [.23) 1.1 11 .57 .76 

[a] The sum of the diluted earnings [lossj per share amounts for 
the four quarters of 2000 does not equal the related amoun~s 
included in the Consolidated Statement of Operations for the 
year ended December 3 t ,  2000 due to the impcrct 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 shure impact of individ- 
uol items discussed in notes [bj through (e) below may not 
equal the earnings per share impact of such items for the year 
ended December 3 1, 2000 us disclosed elsewhere in this 
Annuol Report due to the impact of the issuance of shores to 
consummote the Merger with COMSAT. 

&] Net earnings for the first quarter of 2000 include gains from 
sales of surplus real estate and tosses from portfo/io shaping 
uctivities. On a combined basis, these nonrecurring and 
unusual items increased net earnings for the first quotier 
by $6 million, or $.02 per diluted $hare. 

[cj 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  $9 I 
million, or $ 2 3  per diluted shore; o hvcrrable odiustment of 
$2 I million, or $.OS per diluted share, related to fhe reversal 
of u portion of the previously recorded charge For he shuk 
down of ColComp. In addition, net eornings included u Favor- 
able odjustment related to the Titon IV launch vehicle program 
which increased net earnings by $3 I million, or $08 per 
diluted share. 

nonrecurring and unusuol i i ” :  an impairment loss related to 
he 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 impaeted the net 
loss by $ I80 million, or $44 per diluted share; and a net loss 
of $ I9 million, or $.04 per diluted share, related to portfo/io 
shaping activities and sales of surplus real estutet. 

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

Id) Net loss for the third quarfer of 2000 includes the Following 

6 

(Con tin uedj 

businesses which increased net eurnings by $ IO2 million, or 
$.24 per diluted share; an impairment charge related to the 
Corporation’s investmen! in ACeS which reduced net eornings 
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 shore and pod* 
/io shaping activities and sales of surplus real estate which, on 
a combined busis, increased net earnings by $2 million. Net 
earnings also includes charges related to the Atlas launch vehi- 
cle program which decreased net earnings b y  $3 I million, or 
$07 per diluted share, 

nonrecurring and unusual items: a gain from the Corporation’s 
sole OF 4.5 million of its shares of 1-3 as part of a secondary 
public offering by 1-3 which hvorably impacted the net loss by 
$74 million, or $. J 9 per diluted shore; and the elfeet 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 effeci adjustment that negatively impacted the 
net loss by $355 million, or $.93 per diluted share. 

(9) Net loss for the second quarter of 1999 includes the eff- 
of negutive adjushnents related to changes in estimate on he 
C- I301 airlift aircrah program due to cost growth and o reduc- 
tion in production rates, based on Q current evaluation of he 
program‘s performance. These adjustments, net of state income 
fax benefits, negatively impacted (lossl earnings before income 
taxes and cumulative effect of change in accounting by $ I97 
million, and increased the net 1055 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- 
mak on /he Titun IV program due to reduced award and incen- 
tive fees resulhg from the Titan IV launch failure on April 30, 
I999 us well as a more consemdive assessment of future p ro  
gram perhrmance. These adjustments, net of state income tax 
benefits, negofively impacted (toss] earnings b e h e  income 
taxes and cumulative effect of change in accounting by $84 
million, and increased the net loss by $54 million, or $. I4 
per diluted shore. Also, net eomings for the second quarter 
of 1999 include a nonrecurring ond unusuul item reluted to 
portfolio shaping activities which increased the net loss by  
$12 million, or $.03 per diluted share. 

(h) Net eomings for the third quarter of 1999 incluck nonrecvrting 
and unusual items related to gains from the sale of surplus 
real esiate and a net goin osxKiated with sales of various non- 
com businesses and investments and oher portfolio shaping 
items. On Q combined basis, these nonrecurring and unusual 
items increased net earnings by $34 million, or S.09 per 
dilujed share. 

(ij Net earnings for the fourth quarter of 1999 include the Mow- 
ing nonrecurring and unusual items: o gain from h e  Corpora- 
tion’s sale of its remaining inkrest in f-3, which increased net 
earnings by $27 million, or $07 per diluted shore; and gains 
related to the Corporution’s sale of surplus real estufe and o 
net gain associated with sales of various noncore businesses 
and investments und other p&io shaping items which, on o 
combined basis, increased net earnings by $39 million, or 
$. ? 0 per diluted share. 

(0 Net loss for the fhrquarter of J 999 includes the fobllowing 
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c [In milhons, except per shore data) 2OOO[aJ 19991b) 19981~1 199714 1996IeI 
Opemthg Results 

Cost of sales 23,7 1 5 23,865 23,914 25,772 24,594 
Earnings from operations 1,614 1,665 2,352 2,297 2,28 1 
Other income and expenses, net (4091 344 170 482 452 

1,205 2,009 2,522 2,779 2,733 
Interest expense 919 809 86 1 842 700 
Earnings before income taxes, extraordinary item 

and cumulative effect OF change in accounting 206 1,200 . -t,661 1,937 2,033 
lncome tax expense 710 463 - 660 637 686 

Net sales $25,329 $25,530 $26,266 $28,069 $26,a75 

. 

(Loss) earnings before extraordinary item and 
737 1,001 1,300 1,347 - I I - cumulative effect of change in accounting (4241 

fxtraordinary item (951 
Cumulative effect of change in accounting - (3551 - - - 
Net (loss) earnings $ (519) $ 382 $ 1,001 $ 1,300 $ 1,347 
b s s l  famingr Per Common Shore 
Basic: 
Before extraordinary item and cumulative effect of 

change in accounting $ (1.05) $ 1.93 $ 2.66 $ (1.56) $ 3.40 - - - I Extraordinary item L24) 
Cumulative effect of chonge in accounting - - - - b93) 

$ (1.29) $ 1 .OO $ 2.66 $ (1.56) $ 3.40 

Diluted: 
Before extraordinary item and cumulative effect of 

chonge in accounting $ (1.05) $ 1.92 $ 2.63 $ (1.56) $ 3.04 - - - - Extraordinary item (.24) 
Cumulative eFfect of change in accounting - - I (a931 - 

$ (1.29) $ .99 $ 2.63 $ (1.561 $ 3.04 

Cash dividends $ -44 $ .88 $ .82 $ ,80 $ .80 

Condensed kfoncs sheer Data 
Current assets $1 1,259 $10,696 $10,6l1 $10,105 $10,346 
Property, plant and equipment 3446 3,634 331 3 3,669 3,72 1 
Intangible osrets related to contracts and programs acquired 1,088 1,259 1,418 1,566 1,767 
Cost in excess of ne! assets acquired 8,855 9,162 9,52 1 9, a54 10,394 
Other assets 5,70 1 5.5 10 3,68 1 3,165 3,3 12 
Total $30,349 $30,261 $28,744 $ 2 8 3  1 $29,540 

Current maturities of long-term debt 882 52 886 876 180 
Other current liabilities 9,28 1 8,285 8,338 7,8 19 7,382 
Long-term debt 9,065 11,427 8,957 10,528 10,188 

Shor+term borrowings $ 12 $ 475 $ 1,043 $ 494 $ 1,110 

Poskretitement benefit fiobilitier 1,647 1,805 1,903 1,993 2,077 
Other liabilities 2,302 1,856 1,480 1,475 1,747 
Stockholders' equity 7,160 6,361 6,137 5,176 6,056 

Total $30,349 $30,261 $28,744 $28,36 1 $29,540 

Common shares outstanding at year end 43 1.4 397.8 393.3 388.8 385.5 
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CONSOLfDATED FINANCIAL DATA-FIVE YEAR SUMMARY 

(Continued) 

Noks fo five Yecrr Summary 
[a) Reflets the business combination with COMSAT Corporation eff&ive Augusf 2000. lncludes the effects of nonrecurring and unusual 

items which, on a combined basis, decreased pretax earnings by $539 million, $856 million after tux, or $2. I2 per diluted shore. 
Also includes an extrao&ary loss on the early extinguishment of deb\ which resulted in a nonrecurring and unusual charge that 
reduced net earnings by $95 million, or $.24 per diluted shore. 

1b] Includes the effects of nonrecurring and unusual items which, on a combined basis, increased pretax earnings by $249 million, $ I62 
million after tax, or $.42 per diluted share. Also includes a cumulative e k t  adiustmment relating to the adoption of SOP NO. 98.5 
regarding costs For start-up activifies which resulted in o nonrecurring and unusual charge rho! reduced net earnings by $355 million, 
or S.93 per diluted share. 

(c) Includes the effects of nonrecurring and unusual items which, on Q combined basis, decreased. pretax earnings by $162 million, $136 

[d] Includes the effects of a nonrecurring and unusual tax-free goin of $3 I I million and the aggregate erects of other nonrecurring and 

million aher tax, or $.36 per diluted share. e”- 

unusual ifems which decreased pretax earnings by $369 million, $245 million aher tax. On a combined basis, these ifems decreased 
diluted loss per shore by $. 15. The loss per share also includes he effects OF a deemed preferred stock dividend resulting from o trans- 
action with GE which reduced the basic and diluted per share amaunts by $4.93. 

tax gain of $365 million, $35 1 million after tax, and nonrecurring and unusual prefcrx charges of $307 million, $209 million aher 
tux which, on a combined bas is ,  increased diluted earnings per share by $32. 

[eJ Reflects the business combinafion with lord Corporation effective April 1996, lncludes he efects of u nonrecurring and unusual pre 

71 



(As of March 1, 200 l} 

p 
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Vance D. Coffman 
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Lockheed Martin Corporution 

James F. Gibbons 
Professor of Electrical Engineering 
Stanford Univers iv 
Edward E. Hood, Jr. 
Retired Vice Chairman 
General Electric Company 

Caleb B. Hurtt 
Retired President and 
Chief Operating Officer 
Martin Mariena Corporation 

Gwendolyn S. King 
Retired Senior Vice President 
Corporate ond Public Affairs 
PECO Energy Company 
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Retired Vice Chairman and 
Executive Officer 
Generol Electric Company 
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ln tern at ion oI 
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Robert J. Stevens 
President and Chief Operating Oificer 

James R. Ukropina 
Of Counsel 

Douglas C. Ywrley 
Chairman Emeriius 
Phelps Dodge Corporation 

O'Melveny & Myers I. 

Executive Committee 
Mr. Augustine, Chairman 
Messrs. Bennett, Coflman, Hood, Hurtt, 
Murphy and Yearley 

Finance Committee 
Mr. Yearley, Choirmon 
Messrs. Augustine, Bennett and Hood 
Management Development and 
Compensation Committee 
Mr. Hood, Choirman" 
Mrs. King* and Messrs. HUM, Murphy' 
and Savage * 
'Stock Option Subcommittee 

Nominating and 
Corporate Governance Committee 
Mi. Murphy, Chairman 
Messrs. Gibbons and Ukropina 

-- 
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CORPORATE DIRECTORY ' 

{As of March 1, 2001) 
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Anthony G. Tuffo 
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* 
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GENERAL INFORMATION 

h 

f As of December 3 1 , 2000, there were approximately 
67,708 holders OF record of Lockheed Martin common 
stock and 43 1,656,480 shares outstanding. 

Common Stock Prices 
Hiah Low Close 

2000 Quarters 

1 st 22.31 16.50 20.44 
2nd 27.31 19.81 24.81 

3rd 33.40 24.06 32.93 

4th 37.50 30.06 33.95 
1999 Quarters 

1 st 43.00 34.63 37.75 
2nd 46.00 33.75 37.25 
3 rd 39.94 30.19 32.69 
4th 33.38 16.38 21.88 

Transfer Agent & Registrar 
first Chicago Trust Company of New York 
A Division of EquiServe 
P.O. Box 2500 
Jersey City, New Jersey 07303-2500 
Telephone: 1-800-5 19-3 1 1 1 
TDD for the hearing impaired: 201-222-4955 
Internet: http://www.equ iserve .com 

V i d e n d  Reinveshnent Plan 
Lockheed Martin Direct Invest, our direct stock purchase 
and dividend reinvestment plan, provides new investors and 
current stockholders with a convenient, cosceffective way to 
purchase Lockheed Martin common stock, increase holdings 
and manage the investment. For more information about 
Lockheed Martin Direct Invest, contact our transfer agent, 
First Chicago Trust Company at 1-800-5 193 1 1 1, or to view 
plan materials online and enroll electronically, access Internet 
site http://w.shareholder.com/lmt/services.htm#drip. 

Independent Auditors 
Ernst & Young U p  
1225 Connecticut Avenue, N.W. 
Washington, D.C. 20036 

Common Stock 
Stock symbol: LMT 
Listed: New York Stock Exchange 

Annual Report on Form 10-K 
Stockholders may obtoin, without charge, a copy of 
Lockheed Martin's Annual Report on Form 1 O-K, as filed 
with the Securities and Exchange Commission for the year 
ended December 3 1, 2000 by writing to: 

tockheed Martin investor Relations 
6801 Rockledge Drive 
Bethesdo, MD 208 17 

For accessing the LocKeid Martin Investor Relations 
homepoge on the lniernet use the Uniform Resource Locator: 
http://www.lockheedmortin.com/investor 

Stock 
Quote 

Lockheed Martin Shareholder Direct 
1-000-568-9758 

Earnings & Dividend Information 

I 

Printed 
Material 
Requests 

News 
'Releases 

tnternet & 
€Mail - 

Financial results, stock quotes, earnings and dividend 
news as well as other Lockheed Martin announcements 
are available by calling the above toll-free number. The 
information will be read to the caller ond can also be 
received by mail, fax or e-mail. You may also reach 
Shareholder Services for account information or Investor 
Relations for additional information on Lockheed Mortin 
via the toll-free number. 
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Forwurd-looking Statements 

This Annual Report contains statements which, to the extent hat they are not recitations of hisforical fad, consfitute "forward-looking 
statements" wihn the mconing of Section 27A of he Securities A C ~  of 1933,os amcndcd [the "Securities Act") and Section 21 E of thc 
Securities Exchange Act of 1 934 (the "Exchange ACV). The words "estimate," "anticipate," "proiect,'' "intend," "expect," and similar expres- 
sions are intended to idenlib forward-look;ng statements. AII forward-looking stotcmcnts involvc risks and unccrtaintics, including, without 
limitation, statements and assumptions with respect to future revcnucs, program performonce and cash flows, he outcome of contingencies 
incfuding litigofion and environmental remediation, and anticipated costs of capitol investments and planned dispositions. Our operations 
ore necessarily subiM IO various risks and uncertainties and, herefore, adual outcomes are dependent upon many factors, including, with- 
out liqifation, our successful performance of internal plans and reorganization cfforts; government cusfomers' budgetary constrain!s and the 
liming of owords and contrack; customer changes in shod-range and long-range plans; domestic and intcmational competiiion in the 
defense, space and commerciat areas; continued development and acceptance of new products; fiming and customer acceplance of product 
delivery and launches; product performonce; performance issucs with the U.S. Government, key supplicrs and tubcontractors; govcmment 
import ond export policies; termination of government contracts'; the outcome of polifical and leyal processes; the oufcome of contingencies, 
including completion of acquisitions and divestitures, litigation and environmental remediation; lcgal, financial, and govcrnmcnfal risks 
relafed fo international transactions and global needs for military and commercial uircraft and electronic systems and support; domestic and 
international telecommunications regulafoi; dcvclopmcnfs; market conditions and other Factors affecting the value of the Corporation's equity 
inveshnents; as well as other economic, political and tcchnologicol risks and uncertainties. Readers are cautioned not to place undue reliance 
on +se forward-looking statemcnts which speak only as of rhe date of this Annual Report. The Corporation docs not undertake any obligo- 
tion to publicly release any revisions to these fo-ward-looking statements to reflect evenfs, circumstances or changes in expectations aher the 
date of this Annual Report, or to reflect the o c c u r "  of unanticipated events. The Forward-looking statcmcnts in this document are intended 
to be subject to the safe horbor protecfion provided by Seclions 27A of he Securities A d  and 21 E of the Exchonge'Act. 

For a discussion identifying some imporfont fudors that could cause actual results to vary materially from those anticipatcd in the 
forward-looking statements, see Ihe Corporotion'sSecurities and Exchange Commission filings including, but not limitcd to, the d' iscussion 
of "Competition and Risk" and the discussion of "Government Contracts and Regulations" on pages 16 through 17 and pagcs 17 
through 18, respectively, of the Corporotion's Annual Report on Form I 0-K for the fiscal year endcd December 31,2000 (Form 10-K); 
"Management's Discussion and Analysis of Finoncial Condition and Results of Operations" on pages 23 through 41 of 'Ihis Annual 
Report; and "Note 1 -Summary of Significant Accounting Policics," "Note 3-Divcstiture Activities," "Note 4-Restructuring and 
Other Charges,'' and "Note 1 &Commitments and Contingcncies" of the Notes to Consolidated Financial Statements on pages 48 
through 51, poges 52 through 53, pages 53 through 54 and pages 63 through 65, respcctivcly, of the Auditcd Consolidated Financial 
Statements included in !his Annual Report and included in the Form 10-K. 
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Attachment 3 

Financial Capability 

LMGT Services, Inc. possesses the financial capability to (a) provide the services for 

which authority is requested; (b) maintain the services requested; and (c) meet its lease or 

financial obligations. The Company will operate as a reseller of telecommunications services 

and consequently will not incur the substantial capital expenses associated with development of a 

facilities-based network. Moreover, LMGT Services, Inc. is a wholly owned indirect subsidiary 

of Lockheed Martin Corporation. Lockheed Martin Corporation is a customer focused, global 

enterprise principally engaged in the research, design, development, manufacture and 

integration of advanced technology systems, products, and services for government and 

commercial customers. The Corporation serves customers in both domestic and intemational 

markets. Lockheed Martin had 2000 sales surpassing $25 billion and employs approximately 

140,000 people. A copy of Lockheed Martin Corporation’s audited financial statements has 

been provided in Attachment 2. 
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1. 

2. 

3. 

4. 

** APPLICANT ACKNOWLEDGEMENT STATEMENT ** 

REGULATORY ASSESSMENT FEE: I understand that all telephone 
companies must pay a regulatory assessment fee in the amount of . I 5  of one 
percent of the gross operating revenue derived from intrastate business. 
Regardless of the gross operating revenue of a company, a minimum annual 
assessment fee of $50 is required. 

GROSS RECEIPTS TAX: I understand that all telephone companies must pay 
a gross receipts tax of two and one-half percent on all intra and interstate 
business. 

SALES TAX: I understand that a seven percent sales tax must be paid on intra and 
interstate revenues. 

APPLICATION FEE: I understand that a non-refundable application fee of $250.00 
must be submitted with the application. 

Address: 

Date 

Secretary 30 1-2 14-3000 
Title Telephone No. 

6560 Rock Spring Drive 

Bethesda, MD 208 17 

30 1-2 14-7 145 
Fax No. 

14 



THIS PAGE MUST BE COMPLETED AND SIGNED 

CUSTOMER DEPOSITS AND ADVANCE PAYMENTS 

A statement of how the Commission can be assured of the security of the customer’s deposits and 
advance payments may be responded to in one of the following ways (applicant please check 
one): 

0 

The applicant will not collect deposits nor will it collect payments for service 
more than one month in advance. 

The applicant intends to collect deposits, and/or advance payments for more 
than one month’s service and will file and maintain a surety bond with the 
Commission in an amount equal to the current balance of deposits and 
advance payments in excess of one month. (The bond must accompany the 
application.) 

T&%+ #.&k- UTILITY: 

Robert H. Lantz 
Print Name Signature 

Secretary $ / + - @ I  
Title Date 

(-30 1 ) 2 14-3000 
Telephone No. 

(301) 214-7145 
Fax No. 

Address: 6560 Rock Spring Drive 

Bethesda, MD 20817 
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ttest to the accurac 

THIS PAGE MUST BE COMPLETED AND SIGNED 

AFFIDAVIT 

By my signature below, I, the undersigned officer, 1 of the 
information contained in this application and attached documents and that the applicant has the 
technical expertise, managerial capability, and financial capability to provide interexchange 
teIecomniun1cations service in the State of Florida. I have read the foregoing and declare that, to 
the best of my knowledge and belief, the information is true and correct. I attest that I have the 
authority to sign on behalf of my company and agree to compIy, now and in the future, with all 
applicable Commission rules and orders. 

Further, I am aware that, pursuant to Chapter 837.06, Florida Statutes, “Whoever 
knowingly makes a false statement in writing with the intent to mislead a public servant in 
the performance of his official duty shall be guilty of a misdemeanor of the second degree, 
punishable as provided in s. 775.082 and s. 775.083.” 

UTILITY: 

Robert H. Lantz 
Print Name Signature “ E  

Secretary f-(Y-c 1 
Title Date 

(301) 214-3000 (301) 214-7145 
Telephone No. Fax No. 

Address: 6560 Rock Spring Drive 

Bethesda, MD 208 17 
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CURRENT FLORIDA INTRASTATE SERVICES 

Applicant has ( 
Florida. 

) or has not ( X ) previously provided intrastate telecommunicatlons services in 

If the answer is has, fully describe the following: 

a) What services have been provided and when did these services begin? 

Not applicable 

b) If the services are not currently offered, when were they discontinued? 

Not applicable 

Robert H. Lantz 
Print Name 

Secretary 
Title 

(301) 2 14-3000 
Telephone No. 

Address : 

Signature k 
q- /q- 0 I 

Date 

(301) 214-7145 
Fax No. 

6560 Rock Spring Drive 

Bethesda, MD 20817 



NOT APPLICABLE 

CERTIFICATE TRANSFER OR ASSIGNMENT STATEMENT 



ATTACHMENT 4 

Proposed Interexchange Services Tariff 
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Lockheed Martin Global Teleco~rinlrriicatiuns Services, Inc. Florida Tariff No. 1 
Original Sheet No. 1 

Title Sheet 

Florida Telecommunications Tariff 

This tariff contains the descnptions, regulations, and rates applicable to the furnishing of service 
and facilities for telecommunications services provided by Lockheed Martin Global Telecommunications 
Services, Inc., with principal offices at 6560 Rock Spring Drive, Bethesda, MID 20817. This tariff 
applies for services furnished within the state of Florida. This tariff is on file with the Florida Public 
Service Commission and copies may be inspected during normal business hours at the Company’s 
principal place of business. 

Issued: September 17, 2001 Effective : 

Issued by: Robert A. Mansbach, Asst. General Counsel 
6560 Rock Spring Drive 
Bethesda, MD 208 17 



Lockheed Martin Global Teleconirnunications Services, hie. Florida Tariff No. 1 
Original Sheet No. 2 

C’HECK SHEET 

The sheets listed below, which are inclusive of this tanff, are effective as of the date shown at the 
bottom of the respective sheet(s). Original and revised sheets as named below comprise all changes from 
the original tariff and are currently in effect as of the date at the bottom of this page. 

Page Revision 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 

Original 
Original 
Original 
Original 
Original 
Onginal 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 
Original 

* signifies new or revised pages 

Page 

29 

Revi sions 

Original 

Issued: September 17, 200 1 Effective : 

Issued by: Robert A. Mansbach, Asst. General Counsel 
6560 Rock Spring Drive 
Bethesda, MD 208 17 



Lockheed Martin Global Teleconsmurtications Services. Inc . Florida Tariff No . 1 
Original Sheet No . 3 

TABLE OF CONTENTS 

I l t l C  Sl1cct ........................................................................................................................................................ 1 

Check Sheet ..................................................................................................................................................... 2 

Table of Conteiits ............................................................................................................................................ 3 

Symbols ........................................................................................................................................................... 4 

Tariff Format ................................................................................................................................................... 5 

Section 1 - Definitions ................................................................................................................................... 6 

Section 2 - Terms and Conditions ................................................................................................................... 7 

Section 3 - Explanation of Rates ..................................................................................................................... 25 

.. 

Scction 4 - Description of Services ................................................................................................................. 26 

Section 5 - Rate Schedules .............................................................................................................................. 27 

Issued: September 17. 2001 Effective : 

Issued by: Robert A . Mansbach. Asst . General Counsel 
6560 Rock Spring Drive 
Bethesda. MD 208 17 



Lockheed Martin Global Teleco~nmurzicatioris Services, Inc. Florida Tariff No. 1 
Original Sheet No. 4 

SYMBOLS 

The following are the only symbols used for the purposes indicated below: 

D - Delete or Discontinue 

I - Change Resulting in an Increase to a Customer’s Bill 

M - Moved from Another Tariff Location 

N - New 

R - Change Resulting in a Reduction to a Customer’s Bill 

T - Change in Text or Regulation But No Change in Rate or Charge 

~~ 

Issued: September 17, 200 1 Effective : 

Issued by: Robert A. Mansbach, Asst. General Counsel 
6560 Rock Spring Drive 
Bethesda, MD 208 17 



Lockheed Martin Global Tdecommunicntions Services, Inc. Florida Tariff No. 1 
Original Sheet No. 5 

TARIFF FORMAT 

A. Sheet Numbering - Sheet numbers appear in the upper right comer of the page. Sheets are 
numbered sequentially. However, new sheets are occasionally added to the tariff. When a new 
sheet is added between sheets already in effect, a decimal is added. For example, a new sheet 
added between sheets 14 and 15 would be 14.1. 

B. Sheet Revision Numbers - Revision numbers also appear in the upper nght comer of each page. 
These numbers are used to determine the most current sheet version on file with the Commission. 
For example, the 4'h revised Sheet 14 cancels the 3rd revised Sheet 14. Because of various 
suspension periods, deferrals, etc. the Commission follows in its tariff approval process, the most 
current sheet number on file with the Commission is not always the tariff page in effect. Consult 
the Check Sheet for the sheet currently in effect. 

C. Paramaph Numbering Sequence - There are nine levels of paragraph coding. Each level of coding 
is subservient to its next higher level: 

2. 
2.1. 
2.1.1. 
2.1.1.1. 
2.1.1 .l.A. 
2.1 . l .  1 .A.(a). 
2.1.1 .I.A.(a).L 
2. I .  1 . I  .A.(a)L(i). 
2.1.1.1 .A.(a).I.(i).( 1) 

D. Check Sheets - When a tariff filing is made with the Commission an updated check sheet 
accompanies the tariff filing. The check sheet lists the sheets contained in the tatnff, with a cross 
reference to the current revision number. When new pages are added, the check sheet IS changed 
to reflect the revision. All revisions made in a given filing are designated on the check sheet by 
an asterisk(*). There will be no other symbols used on the check sheet if these are the only 
changes made to it (i-e., the format, etc. remains the same, just revised revision levels on some 
pages). The tariff user should refer to the latest check sheet to find out if a particular sheet is the 
most current on file with the Commission. 

Issued: September 17, 2001 Effective: 

Issued by: Robert A. Mansbach, Asst. General Counsel 
6560 Rock Spring Drive 
Bethesda, MD 208 17 



Lockheed Martin Global Telecommunications Services, Inc. Florida Tariff No. 1 
Original Sheet No. 6 

SECTION 1 - DEFINITIONS 

Authonzed User - Any person, firm, corporation or other entity accessing or utilizing the services 
furnished by the Company to the Customer. 

Billed Party - Person or entity responsible for payment of the Company’s service. The Billed Party 1s the 
Customer associated with the Telephone Number used to place the call, with the following exceptions: 

(a) in the case of a calling card or credit card call, the Billed Party is the holder of the calling card or 
credit card used by the User; and 

(b) in the case of a collect or third party call, the Billed Party is the person responsible for the local 
telephone service at the telephone number that agrees to accept charges for the call. 

Call - A completed connection between the calling and the called station. 

Calling Station - The telephone number from which a call originates. 

Called Station - The telephone number called. 

Commission - Florida Public Service Commission. 

Company - Lockheed Martin Global Telecommunications Services, Inc. 

Corporate Plan - customers receiving telecommunications and related services from the Company prior to 
May 1,2001. 

Customer - A person, firm, corporation, partnership or other business entity, including affiliates or 
divisions of the Customer, responsible for payment of charges to the Company and compliance with all 
terms and conditions of this tariff. 

Holiday - New Year’s Day, Memorial Day, Independence Day, Labor Day, Thanksgiving Day, and 
Christmas Day. 

Minimum Call Volume (“MCV’) - Base call revenue per contract period guaranteed by Business 
Customers placing Service Orders. Where applicable, Customers agree to meet the MCV or pay the 
difference to the Company. This MCV may be satisfied by Customer’s purchase of any combination of 
the Company’s intrastate, interstate and/or international services. 

Off-peak Period - The hours fiom 7:OO pm until but not including 7:OO am. 

Peak Period - The hours from 7:OO am until but not incIuding 7:OO pm. 

Service Order - The written request for network services executed by the Customer and the Company in 
the format devised by the Company. The signing of a Service Order by the Customer and acceptance by 
the Company initiates the respective obligations of the parties as set forth therein and pursuant to this 
tariff, but the duration of the service is calculated from the service commencement date. 

User - Customer or any Authorized User. 

Issued: September 17, 2001 Effective : 

Issued by: Robert A. Mansbach, Asst. General Counsel 
6560 Rock Spring Drive 
Bethesda, MD 20817 



Lockheed Martin Global Teleco~rtnsrcriications Services, Inc. Florida Tariff No. 1 
Original Sheet No. 7 

SECTION 2. - TERMS AND CONDITIONS 

2.1 Application of Tariff 

2.1.1 This tanff contains the regulations and rates applicable to resold intrastate long distance 
services provided by the Company to Business Customers throughout the State of 
Flonda. Services are provided pursuant to the general terms and conditions of this tariff, 
except as otherwise negotiated between a Customer and the Company. Additionally, 
services are furnished subject to the availabihty of facilities and the terms and conditions 
of this tariff. 

2.1.2 The rates and regulations contained in this tariff apply only to the services furnished by 
the Company and do not apply, unless otherwise specified, to the lines, facilities, or 
services provided by a local exchange telephone company or other Common Carrier for 
use in accessing the services of the Company. 

2.2 Severability 

In the event that any one or more of the provisions contained in this Tariff shalI for any 
reason be held to be invalid, illegal or unenforceable in any respect under the laws of the 
jurisdiction governing the entire Tariff, such invalidity, illegality or unenforceability shall 
not affect any other provision of this Tariff, and this Tariff shall be construed as if such 
invalid, illegal or unenforceable provision or provisions had never been contained herein. 

2.3. Shortage of Equipment or Facilities 

2.3.1 The Company reserves the right to limit or to allocate the use of existing facilities, or of 
additional facilities offered by the Company, when necessary because of lack of facilities, 
or due to some other cause beyond the Company’s control. 

2.3.2 The furnishing of service under this tariff is subject to the availability on a continuing 
basis of all the necessary faciIities and is limited to the capacity of the Company’s 
facilities as well as facilities the Company may obtain from other carriers to furnish 
service from time to time as required at the sole discretion of the Company. 

Issued: September 17, 2001 Effective: 

Issued by: Robert A. Mansbach, Asst. General Counsel 
6560 Rock Spring Drive 
Bethesda, MD 20817 



Lockheed Martirr Global Telecommrirzications Services, Inc. Florida Tariff NO. 1 
Original Sheet No. 8 

2.4 

SECTION 2. - TERMS AND CONDITIONS (continued) 

t:se and Availability of Service 

2.4.1 Service shall not be used for any unlawful purpose, nor used in such a manner as to 
interfere unreasonably with the use of service by any other Users. 

2.4.2 The use of the Company’s services without payment for service or attempting to avoid 
payment for service by fraudulent means or devices, false or invalid numbers, or false 
calling or credit cards is prohibited. 

2.4.3 The Company does not transmit messages pursuant to this tariff, but its services may be 
used for that purpose. 

2.4.4 The Company’s services may be denied for nonpayment of charges or for other violations 
of the terms and conditions set forth in this tariff. 

2.4.5 The Company reserves the right to refuse service to individuals under the age of 18 and 
may require proof of age prior to initiating service. 

2.4.6 The use of the Company’s services to make calls which might reasonably be expected to 
frighten, abuse, torment, or harass another is prohibited. 

2.4.7 Service temporanly may be refused or limited because of system capacity limitations, 
and is subject to transmission limitations caused by natural (including atmospheric, 
geographic or topographic) or artificial conditions adversely affecting transmission. 

2.4.8 Service to any or all Customers may be temporarily interrupted or curtailed due to 
equipment modifications, upgrades, relocations, repairs and similar activities necessary 
for proper or improved operations. 

2.4.9 Customers may be required to enter into written Service Orders which shall contain or 
reference a specific description of the service ordered, the rates to be charged, the 
duration of the services, and the terms and conditions in the tariff. Customers also will be 
required to execute any other documents as may be reasonably requested by the 
Company. 

2.4.10 Except as otherwise agreed between the Company and Customer, at the expiration of the 
initial term specified in each Service Order, or in any extension thereof, service shall 
continue on a month to month basis at the then current rates unless terminated by either 
party upon 30 days’ written notice. Any termination shall not relieve Customer of its 
obligation to pay any charges incurred under the service order and this tariff prior to 
termination. The rights and obligations which by their nature extend beyond the 
termination of the term of the Service Order shall survive such termination. 

~~ 
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SECTION 2. - TERMS AND CONDITIONS (continued) 

2.5 Liability of the Company 

2.5.1 

2.5.2 

2.5.3 

2.5.4 

2.5.5 

Because the Company has no control of communications content transmitted over its 
system, and because of the possibility of errors incident to the provision and use of its 
service, service furnished by the Company is subject to the terms, conditions and 
limitations herein specified. 

The Company shall not be liable for any delay or failure of performance or equipment as 
a result of causes beyond its control, including but not limited to: (a) delays caused by the 
other party or (b) acts of God, fire, flood, explosion or other catastrophes; any law, order, 
regulation, direction, action, or request of the United States Government, or of any other 
government, including state and local governments having or claiming jurisdiction over 
the Company, or of any department, agency, commission, bureau, corporation, court or 
other instrumentality of any one or more of these federal, state, or local governments, or 
of any civil or military authority; national emergencies; insurrections; riots; wars; 
unavailability of rights-of-way or materials; strikes, lockouts, work stoppages, or other 
labor difficulties; and (c) third party nonperformance (including the failure of 
performance for reasons beyond the control of common carriers, interexchange carriers, 
local exchange carriers, suppliers and subcontractors), or other cause beyond its 
reasonable control, including failures or fluctuations in electncal equipment, and such 
nonperformance shall not be deemed a violation of this Tariff or of the application for 
service or grounds for termination of service. Both parties retain all rights of recourse 
against any third parties for any failures which may create a force majeure condition for 
the other party. 

. 

The Company shall not be liable for (a) any act or omission of any entity furnishing to 
the Company or to the Company’s Customer’s facilities or equipment used for 
interconnection with Network Services; or (b) for the acts or omissions of common 
carriers or warehousemen even if the Company has acted as the Customer’s agent in 
arranging such facihties or services. No agents or employees of other participating 
carriers shall be deemed to be agents or employees of the Company without written 
authorization. 

The Company shall not be liable for any damages or losses resulting from or caused by 
(a) the act, omission, fault or negligence of the Customer; (b) the failure or malfunction 
of Customer-provided equipment or facilities; or (c) claims against the Customer by any 
other party. 

The liability of the Company for errors in billing that result in overpayment by the 
Customer shall be limited, unless otherwise ordered by the Commission, to a credit equal 
to the dollar amount erroneously billed or, in the event that payment has been made and 
service has been discontinued, to a refund of the amount erroneously billed. 
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SECTION 2. - TERMS AND CONDITIONS (continued) 

2.5 Liability of the Company (Cont’d) 

2.5.6 

2.5.7 

2.5.8 

The Company does not guarantee nor make any warranty with respect to installations it 
provides for use in an explosive atmosphere. The Customer indemnifies and holds the 
Company harmless from any and all loss, claims, demands, suits, or other action, or any 
liability whatsoever, whether suffered, made, instituted, or asserted by any other party or 
person(s), and for any loss, damage, or destruction of any property, whether owned by 
the Customer or others, caused or claimed to have been caused directly or indirectly by 
the instalration, operation, failure to operate, maintenance, removal, presence, condition, 
location, or use of any installation so provided. The Company reserves the right to 
require each Customer to sign an agreement acknowledging acceptance of the provisions 
of this section 2.5.6 as a condition precedent to such installations. 

The Company is not liable for any damages, including toll usage charges, the Customer 
may incur as a result of the unauthorized use of its telephone facilities. This unauthorized 
use of the Customer’s facilities includes, but is not limited to, the placement of calls from 
the Customer’s premises, and the placement of calls through Customer-provided 
equipment that are transmitted or carried on the Company network. Company may work 
with Customers to recommend possible solutions to reduce unauthorized use of their 
facilities. However, Company does not warrant or guarantee that its recommendations 
will prevent all unauthorized use, and the Customer is responsible for controlling access 
to, and use of, its own telephone facilities. 

The Company shall not be liable for and the Customer shall indemnify and hold the 
Company harmless against any claims for loss or damages involving 

(a) Protection of the Customer’s transmission facilities or equipment from 
unauthorized access, or for any unauthorized access to or alteration, theft or 
destruction of Customer’s data files, programs, procedure or information 
through accident, fraudulent means or devices or any other method; 

(b) Changes in any of the facilities, operations or procedures of the Company 
that: (1)  render any equipment, facilities or services provided or utilized by 
the User obsolete; (2) require modification or alteration of such equipment, 
facilities or services; or (3) otherwise affect use or performance of such 
equipment, facilities or services except where reasonable notice IS required by 
the Company and is not provided to the Customer, 

(c) Defacement of or damage to the Customer’s Premises or personal property 
resulting from the furnishing of services or equipment on such Premises or the 
installation or removal thereof, when such defacement or damage is not the 
result of Company’s negligence. The Customer will indemnify and hold 
harmless Company from any claims of the owner of the Customer’s premises 
or other third party claims for such damages. 
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SECTION 2. - TERMS AND CONDITIONS (continued) 

2.5 Liability of the Company (Cont’d) 

(4 Any wrongful act of a Company employee where such act is not authorized 
by the Company and is not within the scope of the employee’s responsibilities 
for the Company; 

(e> Any noncompleted Calls due to network busy conditions; and 

(0 Any Calls not actually attempted to be completed during any period that 
service is unavailable. 

(g) Libel, slander or infnngement of copyright arising directly or indirectly from 
the material transmitted over facilities provided by the Company; 

(h) Infringements of patents arising from combining apparatus and systems of the 
Customer with facilities provided by the Company; 

(1) Any act or omission in connection with provision of 91 1, E91 1, or similar 
services; 

0) Any representations made by a Company employee that do not comport with 
or that are inconsistent with the provisions of this Tariff. 

2.5.9 The Customer shall reimburse the Company for all costs, expenses and fees incurred by 
the Company in its defense against claims set forth in Section 2.5.8. 

2.5.10 The Company is not liable to Customers for interruptions in service except as set forth in 
Section 2.14 of this tariff. 

2.5.1 I The Company shall be indemnified, defended, and held harmless by the Customer against 
any claim, loss or damage arising directly or indirectly from use of services, involving 
but not limited to cIaims for libel, slander, invasion of privacy, or infnngement of 
copyright, arising from either the Customer’s own communications or from any content 
or other use of the services provided to Customer, whether authorized by the Customer or 
not, including infringement of patents arising from combining apparatus and systems of 
the Customer or a third party with facilities provided by the Company. 
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SECTION 2. - TERMS AND CONDITIONS (continued) 

2.5 Liability of the Company (Cont’d) 

2.5.12 Unless ordered otherwise by the Commission, the entire liability for any claim, loss, 
damage or expense ansing out of mistakes, omissions, interruptions, delays, errors or 
defects in the service, the transmission of the service, or failures or defects in facilities 
furnished by the Company, occurring in the course of fumishing service, from any cause 
whatsoever shall in no event exceed sums actually paid to Company by Customer for the 
specific services giving rise to the claim. No action or proceeding against the Company 
shall be commenced more than one year after the event(s) giving rise to the claim. 
Except in instances of gross negligence or willful misconduct of the Company’s agents or 
employees, the Company shall not be liable for any direct, indirect, consequential, 
special, actual or punitive damages, or for any lost profits of any kind or nature 
whatsoever ansing out of any defects or any other cause, including loss of profits or 
revenues suffered by a Customer as a result of interrupted or unsatisfactory service, even 
if the Company has been advised of the possibility of such damages. 

2.5.13 The Company shall not be liable for injury to property or death to persons, including 
claims for payments made under Workers’ Compensation law or under any plan for 
employee disability or death benefits, arising out of, or caused by, any act or omission of 
the Customer, or the construction, installation, maintenance, presence, use or removal of 
the Customer’s facilities or equipment connected, or to be connected to the Company’s 
facilities . 

2.5.14 THE COMPANY MAKES NO WARRANTIES OR REPRESENTATIONS, EXPRESS 
OR IMPLED EITHER IN FACT OR BY OPERATION OF LAW, STATUTORY OR 
OTHERWISE, TNCLUDING WARRANTIES OF MERCHANTABILITY OR FITNESS 
FOR A PARTICULAR USE, EXCEPT THOSE EXPRESSLY SET FORTH HEREIN. 
The Company does not authorize anyone to make a warranty of any kind on its behalf 
and the Customer should not rely on any such statements. 

2.6 h’otification of Service-Affecting Activities 

The Company will provide the Customer reasonable notification of service-affecting activities 
that may occur in normal operation of its business. Such activities may include, but are not 
limited to, equipment or facilities additions, removals or rearrangements and routine preventative 
maintenance. Generally, such activities are not specific to an individual Customer but affect 
many Customers’ services. No specific advance notification period is applicable to all service 
activities. The Company will work cooperatively with the Customer to determine the reasonable 
notification requirements. With some emergency or unplanned service-affecting conditions, 
such as an outage resulting from cable damage, notification to the customer may not be possible. 
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SECTION 2. - TERMS AND CONDITIONS (continued) 

2.7 O~viiership of Facilitics 

Title to all facilities provided in accordance with this tariff remains in the Company, its agents or 
contractors. 

2.8 Prohibited Uses 

2.8.1 The services the Company offers shall not be used for any unlawful purpose or for any 
use as to which the Customer has not obtained all required governmental approvals, 
authorizations, licenses, consents and permits. 

2.8.2 The Company may require applicants for service who intend to use the Company’s 
offerings for resale and/or for shared use to file a letter with the Company confirming that 
their use of the Company’s offenngs complies with relevant laws and Commission 
regulations, policies, orders, and decisions. 

2.8.3 The Company may require a Customer to immediately shut down its transmission of 
signals if said transmission is causing interference to others. 

2.9 Obligations of the Customer 

2.9.1 The Customer shall be responsible for: 

(a) placing any necessary orders, complying with tariff regulations and assuring that 
Users comply with tariff regulations. The Customer shall ensure compliance 
with any applicable laws, regulations, orders or other requirements of any 
governmental entity relating to services provided by the Company to the 
Customer or made available by the Customer to another User. The Customer 
also is responsible for the payment of charges for all Calls onginated at the 
Customer’s numbers which are not collect, third party, calling card, or credit card 
calls. 

(b) taking all necessary legal steps for interconnecting Customer-provided terminal 
equipment or communications systems with Company’s facilities or services. 
Customer shall ensure that the equipment and/or system is properly interfaced 
with Company’s facilities or services; that the signals emitted into Company- 
provided network facilities are of the mode, bandwidth, power, signal level or 
other technical parameters for the intended use of the Customer and in 
compliance with the criteria set forth in this Tariff, and that the signals do not 
damage equipment, injure personnel or degrade service to other Customers. If 
Customer fails to maintain the equipment and/or system properly, with resulting 
imminent harm to Company’s personnel or quality of service to other Customers, 
Company may, upon written notice, require the use of protective equipment at 
the Customer’s expense. If this fails to produce satisfactory quality and safety, 
Company may, upon written notice, terminate the Customer’s service. 
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SECTION 2. - TERMS AND CONDITIONS (continued) 

2.9 Oblbations of the Customer (Cont’d) 

(c) payment of all charges incurred to the Calling Station regardless of which party 
terminates the service. The Customer shall reimburse the Company for all costs, 
expenses and fees incurred by the Company in collecting such charges. 

(d) charges incurred for special construction andor special facilities which the 
Customer requests and which are ordered by the Company on the Customer’s 
be ha1 f. 

( e )  damage to or loss of the Company’s facilities or equipment caused by the acts or 
omissions of the Customer; or the Customer’s officers, employees, agents or 
contractors, or the noncompliance by the Customer with these regulations; or 
by fire or theft or other casualty on the Customer Premises, unless caused by the 
gross negligence or willful misconduct of the employees or agents of the 
Company; 

(f) providing at no charge, as specified fiom time to time by the Company, any 
needed personnel, equipment, space and power to operate Company facilities and 
equipment installed on the premises of the Customer Premises, and the level of 
heating and air conditioning necessary to maintain the proper operating 
environment on such premises; 

(g) obtaining, maintaining, and otherwise having full responsibility for all rights-of- 
way and conduits necessary for installation of fiber optic cable and associated 
equipment used to provide services to the Customer fiom the cable building 
entrance or property line to the location of the equipment space described in 
2.9.1 (d). Any costs associated with obtaining and maintaining the rights-of- 
way described herein, including the costs of altering the structure to permit 
installation of the Company-provided facilities, shall be borne entirely by, or may 
be charged by the Company to, the Customer; 

(h) arranging access to its Premises at times mutually agreeable to the Company and 
the Customer when required for Company personnel to install, repair, maintain, 
program, inspect or remove equipment associated with the provision of the 
Company’s services. 

(i) not creating or allowing any liens or other encumbrances to be placed on the 
Company’s equipment or facilities. 

~ 
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SECTION 2. - TERMS AND CONDITIONS (continued) 

2.9 Obligations of the Customer (Cont’ci,) 

2.9.2 The Customer agrees, except where the events, incidents or eventualities set forth in this 
sentence are the result of the Company’s gross negligence or willflil misconduct, to 
release, indemnify and hold harmless the Company against any and all loss, claims, 
demands, suits or other action or any liability whatsoever, whether suffered, made, 
instituted or asserted by the Customer or by any other party or person, for any personal 
injury to or death of any person or persons, or for any loss of or damage to any property, 
whether owned by the Customer or others. The Customer shall reimburse the Company 
for all costs, expenses and fees incurred by the Company in its defense against such 
actions. 

2.10 Claims 

2.10.1 With respect to any service or facility provided by the Company, Customer shall 
indemnify, defend and hold harmless the Company from and against all claims, actions, 
damages, liabilities, costs and expenses related to, ansing from or for: 

any loss, destruction or damage to property of the Company or any third party, or 
the death or injury to persons, including, but not limited to, employees or invitees 
of either party, to the extent caused by or resulting from the 
negligent or intentional act or omission of the Customer, its employees, agents, 
representatives or invitees; 

any claim, loss, damage, expense or liability for infringement of any copyright, 
patent, trade secret, or any propnetary or intellectual property right of any third 
party, arising from any act or omission by the Customer, including, without 
limitation, use of the Company’s services and facilities in a manner not 
contemplated by the agreement between Customer and Company; 

providing a safe place to work and complying with all laws and regulations 
regarding the working conditions on the premises at which Company employees 
and agents shall be installing or maintaining the Company’s facilities and 
equipment. The Customer may be required to install and maintain Company 
facilities and equipment within a hazardous area if, in the Company’s opinion, 
injury or damage to the Company’s employees or property might result 
from installation or maintenance by the Company. The Customer shall be 
responsible for identifying, monitoring, removing and disposing of any 
hazardous material (e.g. friable asbestos) prior to any construction or installation 
work; or 
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SECTION 2. - TERMS AND CONDITIONS (continued) 

2,lO Claims (Cont’d) 

(d) complying with all laws and regulations applicable to, and obtaining all consents, 
approvals, licenses and permits as may be required with respect to, the location 
of Company facilities and equipment in any Customer premises or the rights-of- 
way for which Customer is responsible under section 2.9.l(e); and granting or 
obtaining permission for Company agents or employees to enter the premises of 
the Customer at any time for the purpose of installing, inspecting, maintaining, 
repairing, or upon termination of service as stated herein, removing the facilities 
or equipment of the Company. 

2.1 1 Customer Equipment and Channels 

2.1 1.1 A Customer may transmit or receive information or signals via the facilities of the 
Company. 

2.1 1.2 Customer terminal equipment on the Customer Premises, and the electric power 
consumed by such equipment shall be provided by and maintained at the 
expense of the Customer. 

2.11.3 

2.1 1.4 

2.1 1.5 

The Customer is responsible for ensuring that Customer-provided equipment 
connected to Company equipment and facilities is compatible with such equipment 
and facilities. The magnitude and character of the voltages and currents 
impressed on Company-provided equipment and wiring by the connection, 
operation, or maintenance of such equipment and wiring shall be such as not to 
cause damage to the Company-provided equipment and wiring or injury to 
the Company’s employees or to other persons. Any additional protective equipment 
required to prevent such damage or injury shall be provided by the Company at the 
Customer’s expense. 

Any special interface equipment necessary to achieve compatibility between the 
facilities and equipment of the Company used for furnishing Network Services and 
the channels, facilities, or equipment of others shall be provided at the Customer’s 
expense. 

Network Services may be connected to the services or facilities ofother 
communications carriers only when authorized by, and in accordance with, the terms 
and conditions of the tariffs of the other communications carriers which are 
applicable to such connections. 
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SECTION 2. - TERMS AND CONDITIONS (continued) 

2.12 Yavmcnt Arrangemcnts 

The Customer is responsible for the payment of all charges for facilities and services furnished by 
the Company to the Customer. 

2.12.1 Taxes 

The Customer i s  responsible for the payment of any sales, use, gross receipts, excise, 
access or other local, state and federal taxes, charges or surcharges (however designated) 
(excluding taxes on the Company’s net income) imposed on or based upon the provision, 
sale or use of Network Services. All state and local taxes (ie., gross receipts tax, sales 
tax, municipal utilities tax) are listed on customer’s bill as separate fine items and are not 
included in the quoted rates, 

2.12.2 BiHing and Collection of Charges 

Except as otherwise negotiated between the Company and a Customer, the following 
terms and conditions shall apply: 

2.12.2.1 Service is provided on the basis of a minimum period of at least one month, 
24-hours per day. For the purpose of computing charges in this tariff, a 
month is considered to have 30 days. 

2.12.2.2 The Customer is responsible for payment of all charges incurred by the 
Customer or by other users, with or without appropriate authorization from 
the Customer, for services and facilities furnished to the Customer by the 
Company. The Customer shall not be excused from paying the Company 
for such services on the basis that the use of the service was unauthorized. 

2.12.2.3 The Company shall present invoices for Recurring Charges and Usage 
Charges monthly to the Customer, and these charges shall be due and 
payable within 30 days after the invoice IS mailed. 

2.12.2.4 When service does not begin on the first day of the month, or end on the last 
day of the month, the charge for the fraction of the month in which service 
was furnished will be calculated on a pro rata basis. For this purpose, every 
month is considered to have 30 days. 

2.12.2.5 Billing of the Customer by the Company will begin on the service 
commencement date, which is the first day following the date on which the 
Company notifies the Customer that the service or facility is available for 
use, except that the service commencement date may be postponed by 
mutual agreement of the parties, or if the service or facility does not 
conform to standards set forth in this tariff or the Service Order. Billing 
accrues through and includes the day that the service, circuit, arrangement or 
component is discontinued. 
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SECTION 2. - TERMS AND CONDITIONS (continued) 

2.12 Payment Arrangements (Cont’d) 

2.12.2 

2.12.3 

2.12.4 

# (Cont’d) 

2.12.2.6 If any portion of the payment due for undisputed charges is not received by 
the Company on or before the date due, or if any portion of the payment is 
received by the Company in funds which are not immediately available, 
then the Customer’s account shail be delinquent, and a late payment penalty 
shall be due to the Company. The due date shall be no earlier than thirty 
(30) days after the Company’s invoice is mailed. The late payment penalty 
shall be the portion of the payment not received by the date due, multiplied 
by a late factor. The late factor shall be the lesser of (a) 1.5% of the total 
monthly bill; or (b) the highest interest rate which may be applied under 
applicable state law for commercial transactions. 

Deposits & Advanced Payments 

The Company currently does not require deposits or advanced payments from Customers. 

Discontinuance of Service 

The Company may discontinue service or cancel an application for service, with ten 
days’ written notice and without incurring any liability, for any of the following reasons: 

2.12.4.1 

2.12.4.2 

2.12.4.3 

2.12.4.4 

2.12.4.5 

2.12.4.6 

Failure of the Customer to pay a non-disputed delinquent account; 

Failure of the Customer to make satisfactory arrangements to pay arrearages 
or meet the requirements of a payment agreement; 

Failure of the Customer to pennit the Company to have reasonable access to 
its equipment, facilities, service connections or other property; 

Failure of the Customer to provide the Company with adequate assurances 
that an unauthorized use or practice will cease; 

Customer violation of any regulation governing the service under this tariff, 
or a violation of any law, rule, or regulation of any government authority 
having jurisdiction over the service; 

Customer fraud or material misrepresentation of identity for purpose of 
obtaining telephone service; 
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SECTION 2. - TERMS AND CONDITIONS (continued) 

2.12 Payment Arrangements (Cont’d) 

2.1 2.4 Discontinuance of Service (Cont’d) 

2.12.4.7 Failure of the Customer to adhere to contractual obligations with the 
Company (except where immediate termination warranted as described in 
Section 2.12.4.14); or 

2.12.4.8 Where the Company is prohibited from furnishing services by order of a 
court or other government authority having jumdiction. 

The Company may terminate service without notice to the Customer for any of the 
following occurrences: 

2.12.4.9 

2.12.4.10 

2.12.4.1 1 

2.12.4.12 

2.12.4.13 

2.12.4.14 

Customer’s maintenance or operation of its equipment in such a manner as 
to adversely affect the Company’s equipment or service to others; 

Customer non-compliance with any provision of this tariff which results in 
threatening the safety of a person or the integrity of the service delivery 
system of the Company; 

The existence of a condition on the Customer’s premises determined by the 
Company to be hazardous; 

Customer tampering with the Company’s equipment or service; 

Customer’s unauthorized or illegal use of the Company’s service or 
equipment. 

Issuance of any order by an administrative agency, court or governmental 
entity having appropriate jurisdiction to terminate service immediately. 

Notwithstanding any other provisions within this Section, pursuant to the issuance of an 
order to terminate service by any administrative agency, court or other governmental 
entity having appropriate j unsdiction, the Company may terminate service to the 
designated Customer(s), consistent with the terms and conditions of the order, 
specifically including those which either require notice to affected Customer(s) or require 
that service be terminated without such notice. 

~~ ~ ~ ~~~ 
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SECTION 2. - TERMS AND CONDITIONS (continued) 

2.12 Payment Arrangements (Cont’d) 

2.12.5 Cancellation of Application for Service 

Applications for service may be cancelled, prior to commencement of services, subject to 
the following conditions: 

2.12.5.1 Where, prior to receiving notice of cancellation, the Company incurs any 
expense installing or preparing to install the service or in connection with 
special construction, or where special arrangements of 
facilities or equipment have begun, a charge equal to the costs incurred, less 
net salvage, applies. In such cases, the charge will be based on such 
elements as the cost of the equipment, facilities, and material, the cost of 
installation, engineering, labor, and supervision, genera1 and 
administrative expense, other disbursements, depreciation, maintenance, 
taxes, provision for return on investment, and any other costs associated 
with the special construction or arrangements. 

2.12.5.2 In no case shall the charges exceed the sum of (a) the charge for the 
minimum period of service ordered, including installation charges, and (b) 
all charges levied by other parties against the Company that would have 
been chargeable to the Customer had service begun. 

2.12.6 Cancellation of Service Order 

Service Orders upon which delivery has commenced may not be cancelled except as 
specified in the applicable Service Order and subject to the cancellation payment 
identified for the contracted minimum call volume. 

2.12.7 Changes in Service Requested 

If the Customer makes or requests material changes in circuit engineering, equipment 
specifications, service parameters,premises locations, or otherwise materially 
modifies any provision of the application for service, the Customer’s installation fee shall 
be adjusted accordingly. 
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SECTION 2. - TERMS AND CONDITIONS (continued) 

2.13 Disputed Charges 

2.13.1 All bills are presumed accurate, and shall be binding on the Customer unless objection 
IS received by the Company within thirty days. A disputed charge may be brought to 
the Company’s attention by verbal or written notification. All charges remain due and 
payable at the due date, although the Customer is not required to pay any disputed 
charges during the time period in which the Company conducts its investigation into 
the charges. The undisputed portion and subsequent bills must be paid on a timely 
basis, or the service may be subject to disconnection. 

In the event that a billing dispute between the Customer and the Company for service 
furnished to the Customer cannot be settled with mutual satisfaction, the Customer may 
take the following course of action: 

2.13.1.1 The Customer may request, and the Company will provide, an in-depth 
review of the disputed amount. During the period that the disputed 
amount is under investigation, the Company shall not pursue any 
collection proceedings or assess late fees with regard to the disputed 
amount. 

2.13.1.2 If there is still a disagreement about the disputed amount after 
investigation and review by the Company, the Customer may file an 
appropriate complaint with the Public Service Commission. The address 
of the Commission is: 

Shumard Oak Boulevard 
Tallahassee, FL 32399-0850 
(850) 413-6100 (voice) 
(800) 342-3552 (toll-free) 
(800) 5 1 1-0809 (toll-free facsimile) 

2.13.2 Billing inquines may be directed to the Company toll free at (800) 435-7063. 
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SECTION 2. - TERMS AND CONDITIONS (continued) 

2.14 Allowances for Interrrtptions in Service 

2.14.1 Interruptions in service, which are not due to the negligence of, or noncompliance with 
the provisions of this tariff by, the Customer or the operation or malfunction ofthe 
facilities, power or equipment provided by the Customer, will be credited to the 
Customer as set forth in 2.14.2. for the part of the service that the interruption affects. 

2.14.2 Credit for Interruptions 

2.14.2.1 A credit allowance will be made when an interruption occurs because of a 
failure of any component fumished by the Company under this tariff. An 
interruption period begins when the Customer reports a service, facility or 
circuit to be interrupted and releases it for testing and repair. An 
interruption period ends when the service, facility or circuit is operative. If 
the Customer reports a service, facility or circuit to be inoperative but 
declines to release it for testing and repair, it is considered to be impaired, 
but not interrupted. No credit allowance will be made for a service facility 
or circuit considered by the Company to be impaired. 

2.14.2.2 For calculating credit allowances, every month is considered to have 30 
days. A credit allowance is applied on a pro rata basis against the rate, 
specified hereunder and is dependent upon the length of the intemption. 
Only those facilities on the interrupted portion of the circuit will receive a 
credit. 

2.14.2.3 At the Customer’s request, a credit allowance for a continuous interruption 
of service for more than twenty-four (24) hours will be made in an amount 
to be determined by the Company on a case-by-case basis. 

2.14.2.4 In the event the User is affected by such interruption for a period of Iess than 
twenty-four (24) hours, no adjustments will be made. No adjustments will 
be earned by accumulating non-continuous periods of intemption. 
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SECTION 2. - TERMS AND CONDITIONS (continued) 

2.14 Allowances for Interruptions in Service (Cont’d) 

2.14.3 Limitations on Allowances 

No credit allowance will be made for: 

(a) intemptions due to the negligence of, or noncompliance with the provisions of 
this tariff by, the Customer, authorized user, joint user, or other common carrier 
providing service connected to the service of the Company; 

(b) interruptions due to the negligence of any person other than the Company, 
including but not limited to the Customer or other common carriers connected to 
the Company’s facilities; 

(c) interruptions due to the failure of power, equipment, systems or services not 
provided by the Company; 

(d) interruptions of service during any period in which the Company is not given full 
and free access to its facilities and equipment for the purpose of investigating and 
correcting interruptions; 

(e) interruptions of service during a period in which the Customer continues to use 
the service on an impaired basis; 

(f) interruptions of service during any period when the Customer has released 
service to the Company for maintenance purposes or for implementation of a 
Customer order for a change in service arrangements; and 

(8) interruption of service due to circumstances or causes beyond the control of 
Company. 

(h) interruptions that occur or continue to occur due to the Customer’s failure to 
authorize replacement of any element of special construction; and 

(I) interruptions that were not reported to the Company within thirty (30) days of the 
date that service was affected. 
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SECTION 2. - TERMS AND CONDITIONS (continued) 

2.15 Transfers and Assignments 

Neither the Company nor the Customer may assign or transfer its rights or duties in connection 
with the services and facilities provided by the Company without the written consent of the other 
party, except that the Company may, after receiving any required approvals from the Public 
Service Commission, assign its rights and duties (a) to any subsidiary, parent company or affiliate 
of the Company, (b) pursuant to any sale or transfer of the assets of the Company, or (c) pursuant 
to any fjnancing, merger or reorganization of the Company, 

2. I6 Notices and Communications 

2.16.1 The Customer shall designate on the Service Order an address to which the Company 
shall mail or deliver all notices and other communications, except that Customer may 
also designate a separate address to which the Company’s bills for service shall be 
ma 11 ed, 

2.16.2 The Company shall designate on the Service Order an address to which the Customer 
shall mail or deliver all notices and other communications, except that Company may 
designate a separate address on each bill for service to which the Customer shall mail 
payment on that bill. 

2.16.3 All notices or other communications required to be given pursuant to this tariff will be in 
writing. Notices and other communications of either party, and all bills mailed by the 
Company, shall be presumed to have been delivered to the other party on the third 
business day following placement of the notice, communication or bill with the U.S. Mail 
or a private delivery service, prepaid and properly addressed, or when actually received 
or refused by the addressee, whichever occurs first. 

. 

2.16.4 The Company or the Customer shall advise the other party of any changes to the 
addresses designated for notices, other communications or billing, by following the 
procedures for giving notice set forth herein. 
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SECTION 3. - EXPLANATION OF RATES 

The regulations set forth in this section explain how to apply the rate table associated with the various 
services offerings described in Section 4. 

3.1 Timing of Calls 

3.1.1 Billing for calls placed over the Company’s underlying carrier’s network is based on the 
duration of the call. Timing begins when the called station is answered, as determined by 
standard industry methods generally in use for ascertaining answers, including answer 
supervision hardware by which the local telephone company sends a signal to the switch 
or the software utilizing audio tone detection. Timing ends when either party hangs up. 

3.2 Computation of Charges 

3.2.1 Calls will be billed in increments consisting of an initial period followed by additional 
periods (which may be of the same duration as or different duration than the initial 
period) as specified within the applicable service description set forth in Section 4 below. 

3.3 Credit for lncomplete Calls and Wrong: Numbers 

3.3.1 The Company will not knowingly charge for incomplete calls or wrong numbers. Upon 
the Customer’s request and proper venfication, the Company shall promptly adjust and 
credit the Customer’s account for charges or payment for any such calls. 

3.4 Minimum Call Completion Rate 

3.4.1 A customer can expect a call completion rate (number of calls completednumber of calls 
attempted) of not less than 90% dunng peak use periods for all Feature Group D services 
(“ 1 +” dialing). 
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SECTION 4. - DESCRIPTIONS OF SERVICES 

The following services are provided to Business Customers subject to a Minimum Call Volume as 
described within this tariff and specified in Section 5 .  

4.1 

4.2 

4.3 

4.4 

l +  Long Distance 

1 + Long Distance Service is a dedicated or switched long distance message telecommunications 
service provided between points located within the State. Except as otherwise stated, dedicated 
1+ Long Distance calls are billed in initial 1 %second increments and additional increments of 6 
seconds and switched 1+ Long Distance calls are billed in initial 18-second increments and 
additional increments of 6 seconds. 

Toll Free Service 

Toll Free Service is a telecommunications service which allows a caller to place calls to a 
Customer at no cost to the calling party by dialing a telephone number that is assigned to a 
Customer Premises and that employs a toll-free area code. Except as otherwise stated, toll free 
service is billed in initial 1 8-second increments and additional increments of 6-seconds. 

Special Calling Plans 

These calling plans are offered in addition to the services generally made available by the 
Company. Customers contracting for these plans are eligible for discounted pricing based upon 
specific revenue or term commitments. 

4.3.1 Calling Plan A 

This rate plan is available to customers contracting to purchase services with a 
minimum total revenue commitment of $75,000,000. 

Intrastate Calling Card Service 

The Company will provide its Customers with calling cards for the purpose of enabling the 
customer to access the Company’s long distance services from locations other than the 
Customer’s premises. 
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OFF-ON OFF-OFF 
Peak I Off-peak Peak I Off-peak 

SECTION 5. - RATE SCHEDULES 

All services are available only to customers purchasing a Minimum Call Volume of $60,00O/year. This 
MCV may be met as described in Section 1 of this Tariff. 

5.1 l+ Long Distance Rates 

IntraLATA 1+ 

Initial 
18 sec. 
0.01 25 

Addtl. Initial Addtl. Initial Addtl. Initial Addtl. Initial Addtl. h txal  Addtl. 
6 sec. 18 sec. 6 sec. 18 sec. 6 sec. 18 sec. 6 sec. 18 sec. 6 sec. 18 sec. 6 sec. 
0.0042 0.0088 0.0029 0.0 193 0.0064 0.0 193 0.0064 0.025 I 0,0084 0.025 1 0.0084 

ON-ON 
Peak Off-peak 
Initial Addtl. Initial Addtl. 
18 sec. 6 sec. 18 sec. 6 sec. 
0.0125 0.0042 0.0088 0.0029 

InterLATA I+ 

OFF-ON OFF-OFF 
Peak Off-peak Peak Off-peak 
Initial Addtl. Initial Addtl. Initial Addtl. Initial Addtl. 
18 sec. 6 sec. 18 sec. 6 sec. 18 sec. 6 sec. 18 sec. 6 sec. 
0.0193 0.0064 0.0193 0.0064 0.0251 0.0084 0.0251 0.0084 

Peak 
Initial Addtl. 
18 sec. 6 sec. 
0.0193 0.0064 

5.2 

~~~~~ 

Off-peak Peak Off-peak 
Initial Addtl. Initial Addtl. Initial Addtl. 
18 sec. 6 sec. 18 sec. 6 sec. 18 sec. 6 sec. 
0.0193 0.0064 0.0336 0.0112 0.0336 0.0112 

Toll Free Long Distance Rates 

OFF-ON 

IntraLATA Toll-Free 

OFF-OFF 

I OFF-ON I OFF-OFF I 

Peak 
Initial Addtl. 
18 sec. 6 sec. 
0.0193 0.0064 

Off-peak Peak 0 ff- P e a k 
Initial Addtl. Initial Addtl. Initial Addtl. 
18 sec. 6 sec. 18 sec. 6 sec. 18 sec. 6 sec. 
0.0193 0,0064 , 0.0336 0.0112 0.0336 0.0112 

Inter LATA Toll-F r ee 
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OFF-ON & ON-OFF OFF-OFF 
Peak I 0 ff- P e a k Peak I Off-peak 

5.3 

IntraLATA 1+ 
InterLATA I +  

SECTION 5. - RATE SCHEDl rLES (continued) 

Special Calling; Plan Rates 

Calling Plan A customers are eligible for the following discounts: 

36.7% 35.6% 22.5% 22.5% 22.3% 22.3% 
36.7% 3 5 .BY0 22.5% 22.5% 22.3% 22.3% 

not applicable 22.5% 22.5% 23.2% 23.2% 
22.5% 22.5% 23.2% 23.2% 

5.4 

5.5 

5.6 

Intrastate Calling Card Service 

[Reserved for future use] 

Discounts 

Customers contracting for a minimum of twelve months’ services may be eligible for a discount 
of 9% from the above-listed prices. Customers may be eligible for additional discounts based 
upon either revenue/call volume or term length commitments. 

Transitional Grandfathering Arrangements 

‘The terms and conditions for services applicable to Corporate Plan customers will be 
grandfathered through January 3 1,  2002. 
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SECTIOY 5. - KATE SCHEDIILES (continued) 

5.7 Temporary Promotional Programs 

The Company may establish temporary promotional programs wherein it may waive or reduce 
non-recurring or recurring charges, to introduce present or potential Customers to a service not 
previously reteived by the Customers. These promotions will be approved by the Commission 
with specific starting and ending dates and will be made part of this tariff. 

5.8 Special Rates for the Handicapped 

5.8.1 

5.8.2 

Hearing and Speech Impaired Persons 

Intrastate toll message rates for TDD users shall be evening rates for daytime calls and 
night rates for evening and night calls. 

Telecommunications Relay Service 

For intrastate toll calls received from the relay service, the Company will when billing 
relay calls discount relay service calls by 50 percent off of the otherwise applicable rate 
for a voice nonrelay call except that where either the calling or called party indicates that 
either party is both hearing and visually impaired, the call shall be discounted 60 percent 
off of the otherwise applicable rate for a voice nonrelay call. The above discounts apply 
only to time-sensitive elements of a charge for the call and shall not apply to per call 
charges such as a credit card surcharge. 
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