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Report of Independent Auditors

Sandia Corporation Investment Committee

We have audited the accompanying statements of net assets available for benefits of the
Sandia Corporation Savings and Income Plan as of December 31, 2002 and 2001, and the
related statement of changes in net assets available for benefits for the year ended
December 31, 2002. These financial statements are the responsibility of the Plan’s
management. Our responsibility is to express an opinion on these financial s tatements
based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the
United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of matenal
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates 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 financial statements referred to above present fairly, in all material
respects, the net assets available for benefits of the Plan at December 31, 2002 and 2001,
and the changes in its net assets available for benefits for the year ended December 31,
2002, in conformity with accounting principles generally accepted in the United States.

Our audits were performed for the purpose of forming an opinion on the financial
statements taken as a whole. The accompanying supplemental schedule of assets (held at
end of year) as of December 31, 2002 is presented for purposes of additional analysis and
is not a required part of the financial statements but is supplementary information
required by the Department of Labor’s Rules and Regulations for Reporting and
Disclosure under the Employee Retirement Income Security Act of 1974. This
supplemental schedule is the responsibility of the Plan’s management. The supplemental
schedule has been subjected to the auditing procedures applied in our audit of the
financial statements and, in our opinion, is fairly stated in all material respects in relation
to the financial statements taken as a whole.

June 4, 2003 Ot ¢ 70W,,,j E 4
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Sandia Corporation Savings and Income Plan

Statements of Net Assets Available for Benefits

December 31
2002 2001
Assets
Interest in Master Trust $1,308,009,999 $1,438,553,698
Participant loans 10,345,829 9,004,016
Net assets available for benefits $1,318,355,828 §$1,447,557,714

See accompanying Notes to Financial Statements.
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Sandia Corporation Savings and Income Plan

Statement of Changes in Net Assets Available for Benefits

Year ended December 31, 2002

Net assets available for benefits at beginning of year
Additions to net assets:
Contributions:
Employer
Employees
Rollover

Transfers from Savings and Security Plan
Total additions

Deductions from net assets:
Withdrawals
Net investment loss from participation in Master Trust
Administrative expenses

Total deductions

Net assets available for benefits at end of year

See accompanying Notes to Financial Statements.
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$ 1,447,557,714

20,033,312
54,108,619
2,984,569

77,126,500
1,768,380

1,526,452,594

82,192,352
125,872,686
31,728

208,096,766

$ 1,318,355,828




Sandia Corporation Savings and Income Plan

Notes to Financial Statements

December 31, 2002
1. Description of Plan
General

The Sandia Corporation Savings and Income Plan (the Plan) was adopted June 1, 1993 as a
defined contribution plan offered to all regular nonunion employees of Sandia Corporation (the
Company) who are eligible for the Sandia Corporation Retirement Income Plan. The Company
is a wholly owned subsidiary of Lockheed Martin Corporation (Lockheed Martin or the
Corporation). A complete description of the Plan is contained in the Summary Plan Description
that is provided to all participants.

While the Company has not expressed any intent to do so, the Plan may be terminated at any
time upon submission of written notice to the investment custodian, subject to the provisions of
ERISA. In the event the Plan is terminated, the participants will become fully vested in the total
value of their accounts.

Contributions

Participants may contribute from 2% to 18% of their eligible eamings, as defined, in 1%
increments, on a pretax and after-tax basis. The total allotment of pretax and after-tax basic and
supplemental contributions cannot exceed the maximum amount permitted under the Internal
Revenue Code.

In addition, the Company contributes 66 2/3% of the sum of each participant’s pretax and
after-tax basic contribution up to the first 6% of eligible earnings.

Effective September 3, 2002, the Plan was amended to allow for catch-up contributions for
participants age 50 or older as permitted by the provisions of the Economic Growth and Tax
Relief Reconciliation Act of 2001.

Payment of Benefits

The Plan provides for the payment of benefits upon termination, death, disability, or retirement
based on the balance in the participant’s vested account. Lump sum or annual payment elections
may be made as provided for in the Plan. Hardship and in-service withdrawals and participant
loans are also permitted, if certain conditions are met, as outlined in the Summary Plan
Description.
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Sandia Corporation Savings and Income Plan

Notes to Financial Statements (continued)

1. Description of Plan (continued)
Vesting

Participants are immediately vested in their contributions, company match and actual eamings
thereon.

Investment Elections

The assets of the Plan are held in a Master Trust along with the assets of the Sandia
Corporation Savings and Security Plan. Participants may elect to have their contributions and
the Company matching contributions invested in any of the current 18 available funds including
11 mutual funds, four commingled funds, a common/collective trust, an Interest Income Fund
and the Company Stock Fund.

The Interest Income Fund has restrictions on participant withdrawals made for purposes of
reinvestment with competing funds. Participant directed withdrawals are subject to a 90-day
waiting period if a participant moves funds from the Interest Income Fund to the Fidelity
Institutional Short-Intermediate Government Portfolio, one of the 11 available mutual funds.
Certain restrictions may apply to early redemption requests on guaranteed investment contracts.
These restrictions may include penalties, delay of funds release or other restrictions as
designated in the individual contracts. The higher interest rates associated with such contracts
reflect the effects of these restrictions relative to other similar instruments.

Primarily as a resuit of the Master Trust’s participation in certain commingled funds, Plan assets
may be invested from time to time in derivative financial instruments. These financial instruments
are generally used for liquidity purposes. The Master Trust’s exposure to such securities is
limited to its proportional interest in these commingled funds. At December 31, 2002 and 2001,
the financial exposure related to derivative financial instruments of the Master Trust was not
material.
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Sandia Corporation Savings and Income Plan

Notes to Financial Statements (continued)

1. Description of Plan (continued)
Participant Loans

Participants may borrow from their fund accounts a minimum of $1,000 up to a maximum of the
lesser of $50,000 less the highest loan balance in the past 12 months or 50% of their vested
account balance. Loan terms range from one year to 56 months. The loans are secured by the
balance in the participant’s account and bear interest at the rate established monthly by the Plan
administrator at the date of the loan. Principal and interest is paid ratably through payroll
deductions. A maximum of two loans are permitted at one time.

Administrative Expenses

The Company pays substantially all administrative expenses of the Plan, except for investment-
related expenses, which are paid by the Plan.

2. Significant Accounting Policies
Basis of Accounting

Transactions of the Plan are recorded on an accrual basis for financial statement purposes.
Benefits are recorded when paid.

Reclassifications

For the year ended December 31, 2002, participant loans are considered to be an asset held
outside of the Master Trust. Participant loan balances outstanding at December 31, 2001 have
been reclassified to conform to the 2002 presentation.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States requires management to make certain estimates and assumptions.
Actual results could differ from those estimates.

0303-0404310-MCL 6



Sandia Corporation Savings and Income Plan

Notes to Financial Statements (continued)

2. Significant Accounting Policies (continued)
Investment Valuation and Income Recognition

The Plan’s interest in the Master Trust is stated at the fair value of the underlying net assets of
the Master Trust, except for the Interest Income Fund (as described below). Investments by the
Master Trust in shares of mutual funds, commingled funds, and common/collective trusts are
stated at current market value as determined by Fidelity Institutional Retirement Services
Company. Investments in the common stock of Lockheed Martin are at quoted market prices.
The participant loans are valued at outstanding balances, which approximate fair value.

Guaranteed investment contracts in the Interest Income Fund are fully benefit-responsive, as
defined in the American Institute of Certified Public Accountants Statement of Position 94-4,
Reporting of Investment Contracts Held by Health and Welfare Plans and Defined
Contribution Plans. A fully benefit responsive investment contract provides a liquidity
guarantee, by a financially responsible third party, of principal and previously accrued interest
for liquidations, transfers, loans, or hardship withdrawals initiated by plan participants exercising
their rights to withdraw, borrow, or transfer funds under the terms of the plan. Guaranteed
investment contracts are unallocated insurance contracts stated at contract value, which
represents the initial investment plus accumulated interest, and approximates fair value. Interest
on these contracts is compounded and credited daily. Current interest rates are declared on
each successive calendar quarter. Current interest rates stay in effect through the end of the
following calendar year for contributions received during that calendar quarter. The crediting
interest rates for the contracts as of December 31, 2002 and 2001 ranged from 5.32% to
6.45% and 4.49% to 7.79%, respectively. The average yield for 2002 and 2001 was 5.84%
and 6.03%, respectively.

Purchases and sales of securities are recorded on a trade-date basis. Dividends are recorded
on the ex-dividend date.

3. Tax Status

The Plan has received a determination letter from the Internal Revenue Service dated April 7,
2003, stating that the Plan is qualified under Section 401(a) of the Internal Revenue Code (the
Code) and, therefore, the related trust is exempt from taxation. Once qualified, the Plan is
required to operate in conformity with the Code to maintain its qualification. Management
believes the Plan is being operated in compliance with the applicable requirements of the Code
and, therefore, believes that the Plan is qualified and the related trust is tax-exempt.
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Sandia Corporation Savings and Income Plan

Notes to Financial Statements (continued)

4. Master Trust

The assets of the Plan are held in a Master Trust along with the assets of the Sandia
Corporation Savings and Security Plan. The assets, realized and unrealized gains and losses,
and investment income of the Master Trust are allocated to each plan based on the number of
participant units outstanding at each month-end during the year for the Interest Income Fund
and the Company Stock Fund, and on a pro rata basis for all other funds. Participant loans are
based on actual loan balances of each plan’s participants. The Plan’s interest in the Master
Trust’s net assets as of December 31, 2002 and 2001 was approximately 96.8% for both

years.

The following table presents the fair value of investments of the Master Trust as of December

31, 2002 and 2001:

December 31
2002 2001
Investments at fair value as determined by quoted market
prices:
Common stock $ 38349396 $ 33,293,342
Mutual funds 757,391,637 892,083,837
Common/collective trusts 129,896,132 174,865,800
Commingled funds 8,388,215 5,916,637
934,025,380 1,106,159,616
Investments at contract value:
Guaranteed investment contracts 416,768,133 378,625,918
Net assets $1,350,793,513 $1,484,785,534

0303-0404310-MCL



Sandia Corporation Savings and Income Plan

Notes to Financial Statements (continued)

4. Master Trust (continued)

The investment loss of the Master Trust for the year ended December 31, 2002 was as follows:

Year ended
December 31
2002
Net appreciation (depreciation) in fair value of investments as determined
by quoted stock prices:

Common stock $ 7,390,685
Mutual funds (133,242,883)
Common/collective trusts (36,227,174)
Commingled funds (896,380)
(162,975,752)

Interest and dividend income 33,916,191
Total investment (loss) $(129,059,561)
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Supplemental Schedule
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Sandia Corporation Savings and Income Plan (008)
Employer Identification Number 85-0097942, Plan Number 008

Schedule H, Line 4-—Schedule of Assets (Held At End of Year)

December 31, 2002

Description of Investment,
Identity of Issue, Including Maturity Date, Rate

Borrower, Lessor of Interest, Collateral, Current
or Similar Party Par or Maturity Value Cost Value
(In thousands)
Participant loans* Interest rates ranging from 4.25%
to 4.75%,; varying maturities $ 10,345,829
Total investments $ 10,345,829

* Party-in-interest

0303-0404310-MCL 10



SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Sandia
Corporation Savings and Income Plan has duly caused this annual report to be signed on
its behalf by the undersigned hereunto duly authorized.

Sandia Corporation Savings and
Income Plan

Date __June 25, 2003 L‘ﬁ&:@m@/
C. Paul Robinson

President, Sandia Corporation




Exhibit
Number

23

99.1

EXHIBIT INDEX

Description

Consent of Ernst & Young LLP, Independent Auditors

Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002



EXHIBIT 23

CONSENT OF ERNST & YOUNG LLP, INDEPENDENT AUDITORS

We consent to the incorporation by reference in the Registration Statement (Form S-8 No.
333-37069) pertaining to the Sandia Corporation Savings and Income Plan of Lockheed
Martin Corporation of our report dated June 4, 2003, with respect to the financial
statements and schedule of the Sandia Corporation Savings and Income Plan included in
this Annual Report (Form 11-K) for the year ended December 31, 2002.

McLean, Virginia
June 19, 2003



EXHIBIT 99.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of the Sandia Corporation Savings & Income
Plan (the “Plan”) on Form 11-K for the year ended December 31, 2002 as filed with the
Securities and Exchange Commission on the date hereof (the "Report"), I, C. Paul
Robinson, President, Sandia Corporation, administrator of the Plan, certify, pursuant to
18 U.S.C. § 1350, as adopted pursuant to §9006 of the Sarbanes-Oxley Act of 2002, that to
my knowledge: '

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the
Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects,
the financial condition and results of operations of the Plan.

C. Paul Robinson’_\n

President, Sandia Corporation
June 25, 2003



