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OBJECTIVE:
OBJECTIVE:
Minimize the probability
Partner with at least
and impact of undesirable
90% of active suppliers
events associated with
to advance responsible
security incidents in our
sourcing practices and
operations and for
improve transparency.
OBJECTIVE:
our customers’
Optimize the use of
missions.
natural resources in our
operations to reduce carbon
emissions through
improved energy management.
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OBJECTIVE:
Foster a
high-performance,
inclusive culture that
attracts, engages, and
develops talent to excel in
our marketplace.
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STATUS: PARTIALLY MEETING OBJECTIVE

OBJECTIVE:
Continually enhance
eﬀorts to uphold high
standards & controls for
ethical business conduct,
compliance and
transparency.
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STATUS: EXCEEDING OR MEETING OBJECTIVE

OBJECTIVE:
Innovate to deliver optimal
economic & performance
value over the lifecycle
of our products.
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PRODUCT PERFORMANCE

STATUS: NOT MEETING OBJECTIVE

RESOURCE EFFICIENCY
SUSTAINABILITY PERFORMANCE
During 2014, we implemented our Sustainability Management Plan to effectively manage, measure
and disclose performance related to objectives associated with our six core issues. Our management plan outlines 41 short- and long-term indicators of sustainability in our business decisions
and practices. Unless otherwise noted, all indicators include 2015 performance goals from a 2013

baseline. Our Executive Leadership Team (ELT), led by our chairman, president and chief executive
officer, discussed and reviewed mid-year and full-year performance. The Ethics and Sustainability
Committee of the Board of Directors also reviewed the implementation process. The sections that
follow include our specific strategies, goals, and relevant performance for each core issue.
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GOVERNANCE PROGRESS
PERFORMANCE INDICATORS
1. Continue to measure and monitor anti-bribery and anticorruption by maintaining or reducing the frequency of
deviations from corporate policies on international and
domestic business conduct.

2. Increase Ethics Supplier Mentoring relationships with small
businesses.
3. Maintain 100 percent completion of Business Code of Conduct
Training (BCCT) for Sensitive Information and International
Trade Compliance, and for International Business Practices.
4. T rack the ratio of recommendations for personal information
processing to Privacy Impact Assessments completed on
Internal systems.

5. Increase external stakeholder participation in the Core Issues
Assessment.
6. Increase the percentage of eligible respondents completing the
Sustainable Supply Chain Management Voluntary Assessment.

CHALLENGES
2014 RESULTS
1. 33 fewer reportable instances—Through disciplined monitoring of business practices, we
recorded five total deviations, which represent an 87 percent decrease in frequency of reportable instances. We trained 100 percent of International Consultants on anti-corruption laws
including the Foreign Corrupt Practices Act (FCPA) and U.K. Bribery Act, however, this occurred
several weeks after the December 2014 target date.
2. Nine new mentees—In 2014, we established nine new small supplier mentoring relationships,
bringing the total to 15 for 2013 and 2014.
3. 100 percent BCCT completion—We achieved 100 percent completion of Business Conduct
and Compliance Training for Sensitive Information and International Trade Compliance, and for
International Business Practices.
4. Mid-year ratio of 0.95 and year-end ratio of 1.33—We track this ratio to assess privacy risk on
our internal systems that process personal information. We began measuring this indicator in
2013 and will continue to monitor its trends.

We are disclosing one new
metric that broadens governance measures for privacy and providing better
transparency for our performance on anti-bribery
and anti-corruption
monitoring.
High standards of ethical
conduct are integral to our
business strategy, helping
build customer trust and
win programs domestically and abroad. We seek
to further refine accountability for anti-corruption
controls in international
business activities in coordination with leaders from
each of our business segments and Lockheed
Martin International.

5. Core Issue Assessment Scheduled—The Core Issue Assessment is scheduled to begin in late
2015. Updates will be included in a future report.
6. 8 4 percent assessment completion—Of all eligible respondents, 84 percent completed the
Sustainable Supply Chain Management Voluntary Assessment as compared to the baseline of
52 percent, representing a 32 percentage point increase.
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PRODUCT PERFORMANCE PROGRESS
PERFORMANCE INDICATORS

CHALLENGES
2014 RESULTS

1. Increase company realized savings and customer savings.
1. $159 million increase in realized cost reductions—We achieved a total of $668 million in realized cost reductions, exceeding our goal of $509 million.
2. Increase supply chain savings among key suppliers.
2. Target met—Through collaboration and innovation we reduced by 8.7 percent spending commitments with the top 15 suppliers across the top 20 programs.
3. Increase investment in Life Cycle Analysis (LCA)-based
methodology.
4. S tart to track sustainability-based intellectual property (IP)
monetization.

3. Three LCA projects—Three new LCA project investments were established in 2014.

Business segments are
responsible for tracking
and internally reporting on
their relative performance
related to their manufacturing process. By using
Lean Six Sigma and process
improvement best practices, business segments
set targets aimed at the
reduction and elimination
of waste by decreasing
in-process defects, scrap,
rework, required repairs
and manufacturing losses.

4. Executing to Plan—We are evaluating a product classification framework from which to
set a baseline.

5. D
 ecrease the rate of in-process defects, scrap, rework, and
repair in manufactured products (for proprietary reasons, we do
not disclose performance).

5. Targets met—Successfully met reduction targets across most business segments, 2014
results demonstrated overall performance improvement from prior year.

6. D
 ecrease the frequency of repeat corrective actions to remedy
quality escapes (for proprietary reasons, we do not disclose
performance).

6. Targets met—Successfully met reduction targets across most business segments, 2014
results demonstrated overall performance improvement from prior year.
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TALENT COMPETITIVENESS PROGRESS
PERFORMANCE INDICATORS
1. Maintain a lower voluntary attrition rate among top performing
exempt employees as compared to the exempt employee population with lower ratings.
2. Maintain the diversity and inclusion component score at 2012
levels, as measured by LM Voice employee survey results.
3. Achieve or exceed day away case, recordable and severity (lost
days) rate goals.

4. R
 educe average time to complete manager 1 over 1 discussions
following a work-related injury.
5. A
 llocate approximately half of Board of Directors-authorized
charitable contributions to initiatives that support STEM education with impact metrics for major grants by the end of 2015.
6. Increase number and percentage of employee volunteers in
STEM education.

CHALLENGES
2014 RESULTS
1. 3
 .49 percent—Maintained a lower voluntary attrition rate of 3.49 percent for top exempt performers as compared to a voluntary attrition rate of 4.15 percent for all other exempt
employees.
2. 7
 1.49—Maintained the Diversity and Inclusion Organizational Health Index score at 2012 levels.
The 2012 level was 71.55, compared to the 2014 level of 71.49.
3. S urpassed all three rate goals—Recordable Rate: 1.06 versus a goal of 1.31; Day Away Case
Rate: 0.18 versus a goal of 0.20; Severity (Lost Days) Rate: 4.22 versus
a goal of 5.62. Goals are based on a 2 percent improvement from the rolling
average of our previous three years of performance.

We recognize the need to
launch learning resources
for leaders focused on modeling inclusive behaviors.
We are focused on creating
a culture of leadership
engagement related to
employee health and safety.
We will continue to focus on
the quality of the manager
1 over 1 interactions.
We strive to balance corporate strategic goals for
STEM education contributions with local community
partnerships.

4. A
 chieved reduction—Reduced average time to complete manager discussions and have
achieved our goal of increasing manager attention as a focus for 2014.
5. 41 percent—STEM Contributions account for more than $10 million (41 percent of Board of
Director-authorized charitable contributions).
6.  12 percent—An estimated 12 percent of 1,040,152 volunteer hours supported STEM education, a one percent increase from 2013, based on best available data.
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SUPPLIER SUSTAINABILITY PROGRESS
PERFORMANCE INDICATORS
1. D
 istribute Supplier Code of Conduct to 100 percent of
suppliers via open purchase orders.

2. A
 ssess 100 percent of top 500 suppliers below target
threshold for Dun & Bradstreet Supplier Stability Indicator
(SSI) Score and have risk mitigation plans as necessary.

3. Increase percentage of eligible respondents completing
Sustainable Supply Chain Management Voluntary
Assessment.

CHALLENGES
2014 RESULTS
1. 77 percent—Since releasing Lockheed Martin’s Supplier Code of Conduct in December 2013, 77
percent of active suppliers in our vendor purchasing system, P2P, have received the Code on
the face of their purchase order.

2. 97 percent—Evaluation of top 500 suppliers concluded with several identified as having severe
risk ratings. We have been able to verify mitigation plans for 97 percent of the suppliers at risk.
The remaining 3 percent of at-risk suppliers are in process of being evaluated.

3. 8 4 percent, increase of 32 percent—Of all eligible respondents, 84 percent completed the
Sustainable Supply Chain Management Voluntary Assessment as compared to the baseline of
52 percent.

4. E nsure 100 percent of eligible purchasing, quality, or other
affected employees complete Counterfeit Parts Awareness
Training.

4. 99 percent—Of the Lockheed Martin employees who are required, 99.2 percent completed the
Counterfeit Parts Awareness and Prevention training.

5. Increase percentage of suppliers with deliverable hardware
with acceptable counterfeit work control plans, as assessed
by business segments.

5. Executing to Plan—Business segments have plans in place in 2015 to execute to individual
counterfeit work control plans.

Any suppliers that need to
remain active in the
Lockheed Martin database, but who have not
received a new purchase
order from us since implementation of the Supplier
Code of Conduct, will
receive separate correspondence notifying them
of the Code in late 2015.
Each business segment
has plans in place to
determine whether it has
adequate work control
plans to address preventing, and mitigating the
impact of, counterfeit
parts. In 2015, the
Counterfeit Parts
Integrated Product Team
will focus on implementing a consistent reporting
process across all business segments.
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RESOURCE EFFICIENCY PROGRESS
PERFORMANCE INDICATORS
1. A
 chieve 25 percent reductions in energy and water use and
35 percent reductions in carbon and waste to landfill by 2020.

2. Meet 100 percent of carbon usage effectiveness (CUE) and
power usage effectiveness (PUE) targets for electricity consumption/IT load at enterprise-managed data center consolidation locations.

CHALLENGES
2014 RESULTS
1. Reductions on track—Carbon emissions, 20 percent; energy use, 15 percent; waste to landfill,
47 percent; water use, 21 percent.

2. 1
 00 percent—PUE 1.79; CUE 1.65. One hundred percent of the four enterprise-managed data
center consolidation locations are meeting their CUE target of 1.65 or less and PUE targets of
1.8 or less.

3. T rack energy usage indexed to revenue.
3. 0.000025 CO2e/dollar of revenue—MTCO2e/$45.6 billion = 0.000025
4. Identify and establish green information technology efficiency targets.

5. Identify and establish water reuse targets for Lockheed
Martin operations in water-stressed regions.

6. Identify and establish green footprint or green building
targets for Lockheed Martin operations.

7. Identify and establish total waste reduction and recycling
targets.

8. D
 evelop business case for on-site renewable energy generation within Lockheed Martin operations by business segment.

4. Partially complete—We have determined to expand PUE targets to additional large data centers, which will require additional metering.

5. Partially complete—In 2014, water balance and efficiency studies were completed for our
highest-ranking water-stressed sites. We updated a metrics collection form to obtain more
detailed water data beginning with 2015 performance. The team will be using this data to
assess appropriate water targets in 2015.

6. More than 1.3 million square feet—2013 green footprint: 1.3 million square feet; 2014 green
footprint: 1.6 million square feet. Goal is to have year-over-year increase in total green
footprint.

While we have made progress implementing energy
efficiency projects, which
have shown cost savings to
the business, the return on
investment is not as strong
for some resource projects
such as water-use reductions and renewable
energy. We are working to
develop the value proposition for expanding our
efforts in these areas by
considering the broader
environmental, business
and societal benefits
beyond financial payback.
As we continue to identify
and establish green IT efficiency targets, we are
focusing on our data centers and IT footprint. An
assessment of the top 12
data centers was completed in 2014. As a result,
we are working to integrate
the appropriate metering in
order to properly and accurately report on our carbon
usage effectiveness (CUE)
and power usage effectiveness (PUE) which will help
us set and pursue green IT
efficiency targets.

7. Reduce waste by seven percent; increase recycling rate by eight percent—Target set with a
2014 baseline and 2020 target year.

8. Completed business cases—Each business segment completed a renewable energy business
case; three of these projects were approved for capital funding for completion in 2015.
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INFORMATION SECURITY PROGRESS
PERFORMANCE INDICATORS
We track and report metrics regarding the information security of our systems and of our products’ performance in the areas of: intellectual property rights and protection; data fraud, sabotage and theft; customer
privacy; and insider and outsider threats, both digital and human. We regularly report metrics and engage our Board of Directors to discuss cyber
security risk and associated actions plans. For security reasons we do not
publicly disclose performance on these measures.

CHALLENGES

Supply chain cyber security continues to pose a challenge as adversaries target anyone who
possesses the sensitive information they seek, and supplier cyber security capabilities and
resources vary. Our cyber security supply chain efforts remain a priority and are focused on
building partnerships that improve the security of our cyber ecosystem.
Incorporating secure engineering principles throughout the hardware, software and systems
integration design phase to properly safeguard against likely threat vectors is important to
the creation of an agile and resilient cyber security practice. Our threat-modeling efforts
result in greater visibility into systems, faster translation of intelligence into defensive measures and more effective deployment of those measures into our security controls.
The changing landscape of cyber security requirements, along with an evolving threat landscape, make the adoption of emerging technologies in support of business innovation cumbersome for organizations of all sizes. We explicitly design systems to support Intelligence
Driven Defense™ cyber services and create systems that are resilient to attacks, and whose
designs are resilient to changes in attackers.
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