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SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

SCHEDULE 13G

Under the Securities Exchange Act of 1934

CHEMOCENTRYX, INC.

(Name of Issuer)

COMMON STOCK

(Title of Class of Securities)

16383L106

(CUSIP Number)

March 26, 2014

(Date of Event Which Requires Filing of this Statement)

Check the appropriate box to designate the rule pursuant to which this Schedule is filed:

¨ Rule 13d-1(b)

x Rule 13d-1(c)
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¨ Rule 13d-1(d)
The information required on the remainder of this cover page shall not be deemed to be �filed� for the purpose of
Section 18 of the Securities Exchange Act of 1934 (�Act�) or otherwise subject to the liabilities of that section of the Act
but shall be subject to all other provisions of the Act (however, see the Notes).
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CUSIP No. 16383L106 Page 2 of 35 Pages

  1 NAMES OF REPORTING PERSONS

I.R.S. IDENTIFICATION NOS. OF ABOVE PERSONS (Entities Only)

Atlas Master Fund, Ltd.
  2 CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP*

(a)  ¨        (b)  ¨
  3 SEC USE ONLY

  4 CITIZENSHIP OR PLACE OF ORGANIZATION

Cayman

NUMBER OF

SHARES

BENEFICIALLY

OWNED BY

EACH

REPORTING

PERSON

WITH

5 SOLE VOTING POWER

1,193,787 (See Item 4)
6 SHARED VOTING POWER

None (see Item 4)
7 SOLE DISPOSITIVE POWER

1,193,787 (See Item 4)
8 SHARED DISPOSITIVE POWER

None
  9 AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON

1,193,787 (See Item 4)
10 CHECK BOX IF THE AGGREGATE AMOUNT IN ROW (9) EXCLUDES CERTAIN SHARES*
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¨ Not Applicable
11 PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW (9)

2.77%
12 TYPE OF REPORTING PERSON*

CO
*SEE INSTRUCTIONS BEFORE FILLING OUT.
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CUSIP No. 16383L106 Page 3 of 35 Pages

  1 NAMES OF REPORTING PERSONS

I.R.S. IDENTIFICATION NOS. OF ABOVE PERSONS (Entities Only)

Atlas Global, LLC
  2 CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP*

(a)  ¨        (b)  ¨
  3 SEC USE ONLY

  4 CITIZENSHIP OR PLACE OF ORGANIZATION

Delaware

NUMBER OF

SHARES

BENEFICIALLY

OWNED BY

EACH

REPORTING

PERSON

WITH

5 SOLE VOTING POWER

1,193,787
6 SHARED VOTING POWER

None (See Item 4)
7 SOLE DISPOSITIVE POWER

1,193,787
8 SHARED DISPOSITIVE POWER

None (See Item 4)
  9 AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON

1,193,787 (See Item 4)
10 CHECK BOX IF THE AGGREGATE AMOUNT IN ROW (9) EXCLUDES CERTAIN SHARES*
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¨ Not Applicable
11 PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW (9)

2.77%
12 TYPE OF REPORTING PERSON*

OO
*SEE INSTRUCTIONS BEFORE FILLING OUT.
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CUSIP No. 16383L106 Page 4 of 35 Pages

  1 NAMES OF REPORTING PERSONS

I.R.S. IDENTIFICATION NOS. OF ABOVE PERSONS (Entities Only)

Atlas Global Investments, Ltd.
  2 CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP*

(a)  ¨        (b)  ¨
  3 SEC USE ONLY

  4 CITIZENSHIP OR PLACE OF ORGANIZATION

Cayman

NUMBER OF

SHARES

BENEFICIALLY

OWNED BY

EACH

REPORTING

PERSON

WITH

5 SOLE VOTING POWER

1,193,787
6 SHARED VOTING POWER

None (See Item 4)
7 SOLE DISPOSITIVE POWER

1,193,787
8 SHARED DISPOSITIVE POWER

None (See Item 4)
  9 AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON

1,193,787 (See Item 4)
10 CHECK BOX IF THE AGGREGATE AMOUNT IN ROW (9) EXCLUDES CERTAIN SHARES*
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¨ Not Applicable
11 PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW (9)

2.77%
12 TYPE OF REPORTING PERSON*

CO
*SEE INSTRUCTIONS BEFORE FILLING OUT.
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CUSIP No. 16383L106 Page 5 of 35 Pages

  1 NAMES OF REPORTING PERSONS

I.R.S. IDENTIFICATION NOS. OF ABOVE PERSONS (Entities Only)

Atlas Institutional Fund, LLC
  2 CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP*

(a)  ¨        (b)  ¨
  3 SEC USE ONLY

  4 CITIZENSHIP OR PLACE OF ORGANIZATION

Delaware

NUMBER OF

SHARES

BENEFICIALLY

OWNED BY

EACH

REPORTING

PERSON

WITH

5 SOLE VOTING POWER

1,193,787
6 SHARED VOTING POWER

None (See Item 4)
7 SOLE DISPOSITIVE POWER

1,193,787
8 SHARED DISPOSITIVE POWER

None (See Item 4)
  9 AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON

1,193,787 (See Item 4)
10 CHECK BOX IF THE AGGREGATE AMOUNT IN ROW (9) EXCLUDES CERTAIN SHARES*
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¨ Not Applicable
11 PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW (9)

2.77%
12 TYPE OF REPORTING PERSON*

OO
*SEE INSTRUCTIONS BEFORE FILLING OUT.
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CUSIP No. 16383L106 Page 6 of 35 Pages

  1 NAMES OF REPORTING PERSONS

I.R.S. IDENTIFICATION NOS. OF ABOVE PERSONS (Entities Only)

Atlas Institutional Fund, Ltd.
  2 CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP*

(a)  ¨        (b)  ¨
  3 SEC USE ONLY

  4 CITIZENSHIP OR PLACE OF ORGANIZATION

Cayman

NUMBER OF

SHARES

BENEFICIALLY

OWNED BY

EACH

REPORTING

PERSON

WITH

5 SOLE VOTING POWER

1,193,787
6 SHARED VOTING POWER

None (See Item 4)
7 SOLE DISPOSITIVE POWER

1,193,787
8 SHARED DISPOSITIVE POWER

None (See Item 4)
  9 AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON

1,193,787 (See Item 4)
10 CHECK BOX IF THE AGGREGATE AMOUNT IN ROW (9) EXCLUDES CERTAIN SHARES*
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¨ Not Applicable
11 PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW (9)

2.77%
12 TYPE OF REPORTING PERSON*

CO
*SEE INSTRUCTIONS BEFORE FILLING OUT.
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CUSIP No. 16383L106 Page 7 of 35 Pages

  1 NAMES OF REPORTING PERSONS

I.R.S. IDENTIFICATION NOS. OF ABOVE PERSONS (Entities Only)

Atlas Institutional Fund II, LLC
  2 CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP*

(a)  ¨        (b)  ¨
  3 SEC USE ONLY

  4 CITIZENSHIP OR PLACE OF ORGANIZATION

Delaware

NUMBER OF

SHARES

BENEFICIALLY

OWNED BY

EACH

REPORTING

PERSON

WITH

5 SOLE VOTING POWER

1,193,787
6 SHARED VOTING POWER

None (See Item 4)
7 SOLE DISPOSITIVE POWER

1,193,787
8 SHARED DISPOSITIVE POWER

None (See Item 4)
  9 AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON

1,193,787 (See Item 4)
10 CHECK BOX IF THE AGGREGATE AMOUNT IN ROW (9) EXCLUDES CERTAIN SHARES*
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¨ Not Applicable
11 PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW (9)

2.77%
12 TYPE OF REPORTING PERSON*

OO
*SEE INSTRUCTIONS BEFORE FILLING OUT.
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CUSIP No. 16383L106 Page 8 of 35 Pages

  1 NAMES OF REPORTING PERSONS

I.R.S. IDENTIFICATION NOS. OF ABOVE PERSONS (Entities Only)

Atlas Institutional Fund II, Ltd.
  2 CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP*

(a)  ¨        (b)  ¨
  3 SEC USE ONLY

  4 CITIZENSHIP OR PLACE OF ORGANIZATION

Cayman

NUMBER OF

SHARES

BENEFICIALLY

OWNED BY

EACH

REPORTING

PERSON

WITH

5 SOLE VOTING POWER

1,193,787
6 SHARED VOTING POWER

None (See Item 4)
7 SOLE DISPOSITIVE POWER

1,193,787
8 SHARED DISPOSITIVE POWER

None (See Item 4)
  9 AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON

1,193,787 (See Item 4)
10 CHECK BOX IF THE AGGREGATE AMOUNT IN ROW (9) EXCLUDES CERTAIN SHARES*
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¨ Not Applicable
11 PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW (9)

2.77%
12 TYPE OF REPORTING PERSON*

CO
*SEE INSTRUCTIONS BEFORE FILLING OUT.
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CUSIP No. 16383L106 Page 9 of 35 Pages

  1 NAMES OF REPORTING PERSONS

I.R.S. IDENTIFICATION NOS. OF ABOVE PERSONS (Entities Only)

Atlas Global Japan Unit Trust
  2 CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP*

(a)  ¨        (b)  ¨
  3 SEC USE ONLY

  4 CITIZENSHIP OR PLACE OF ORGANIZATION

Cayman

NUMBER OF

SHARES

BENEFICIALLY

OWNED BY

EACH

REPORTING

PERSON

WITH

5 SOLE VOTING POWER

1,193,787
6 SHARED VOTING POWER

None (See Item 4)
7 SOLE DISPOSITIVE POWER

1,193,787
8 SHARED DISPOSITIVE POWER

None (See Item 4)
  9 AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON

1,193,787 (See Item 4)
10 CHECK BOX IF THE AGGREGATE AMOUNT IN ROW (9) EXCLUDES CERTAIN SHARES*

Edgar Filing: ChemoCentryx, Inc. - Form SC 13G

17



¨ Not Applicable
11 PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW (9)

2.77%
12 TYPE OF REPORTING PERSON*

OO
*SEE INSTRUCTIONS BEFORE FILLING OUT.
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CUSIP No. 16383L106 Page 10 of 35 Pages

  1 NAMES OF REPORTING PERSONS

I.R.S. IDENTIFICATION NOS. OF ABOVE PERSONS (Entities Only)

Atlas Enhanced Master Fund, Ltd.
  2 CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP*

(a)  ¨        (b)  ¨
  3 SEC USE ONLY

  4 CITIZENSHIP OR PLACE OF ORGANIZATION

Cayman

NUMBER OF

SHARES

BENEFICIALLY

OWNED BY

EACH

REPORTING

PERSON

WITH

5 SOLE VOTING POWER

789,663
6 SHARED VOTING POWER

None (See Item 4)
7 SOLE DISPOSITIVE POWER

789,663
8 SHARED DISPOSITIVE POWER

None (See Item 4)
  9 AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON

789,663 (See Item 4)
10 CHECK BOX IF THE AGGREGATE AMOUNT IN ROW (9) EXCLUDES CERTAIN SHARES*
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¨ Not Applicable
11 PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW (9)

1.83%
12 TYPE OF REPORTING PERSON*

CO
*SEE INSTRUCTIONS BEFORE FILLING OUT.
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CUSIP No. 16383L106 Page 11 of 35 Pages

  1 NAMES OF REPORTING PERSONS

I.R.S. IDENTIFICATION NOS. OF ABOVE PERSONS (Entities Only)

Atlas Enhanced Fund, L.P.
  2 CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP*

(a)  ¨        (b)  ¨
  3 SEC USE ONLY

  4 CITIZENSHIP OR PLACE OF ORGANIZATION

Delaware

NUMBER OF

SHARES

BENEFICIALLY

OWNED BY

EACH

REPORTING

PERSON

WITH

5 SOLE VOTING POWER

789,663
6 SHARED VOTING POWER

None (See Item 4)
7 SOLE DISPOSITIVE POWER

789,663
8 SHARED DISPOSITIVE POWER

None (See Item 4)
  9 AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON

789,663 (See Item 4)
10 CHECK BOX IF THE AGGREGATE AMOUNT IN ROW (9) EXCLUDES CERTAIN SHARES*
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¨ Not Applicable
11 PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW (9)

1.83%
12 TYPE OF REPORTING PERSON*

OO
*SEE INSTRUCTIONS BEFORE FILLING OUT.
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CUSIP No. 16383L106 Page 12 of 35 Pages

  1 NAMES OF REPORTING PERSONS

I.R.S. IDENTIFICATION NOS. OF ABOVE PERSONS (Entities Only)

Atlas Enhanced Fund, Ltd.
  2 CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP*

(a)  ¨        (b)  ¨
  3 SEC USE tely 11:00 A.M., London time, on that LIBOR determination date and in a principal amount that is

representative for a single transaction in United States dollars in that market at that time,

(c) if fewer than two offered quotations referred to in clause (b) are provided as requested, the rate calculated by the trustee as the
arithmetic mean of the rates quoted at approximately 11:00 A.M., New York time, on the particular LIBOR determination date by three
major banks in The City of New York selected by the trustee for loans in United States dollars to leading European banks for a period
of three months, commencing on the related LIBOR reset date, and in a principal amount that is representative for a single transaction in
United States dollars in that market at that time or

(d) if the banks so selected by the trustee are not quoting as mentioned in clause (c), 3-month LIBOR in effect on the preceding LIBOR
determination date.

�Moneyline Telerate Page 3750� means the display on Moneyline Telerate (or any successor service) on such page (or any other page as
may replace such page on such service) for the purpose of displaying the London interbank rates of major banks for United States
dollars.

�London banking day� means a day on which commercial banks are open for business, including dealings in United States dollars, in
London.

17
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�business day� means any day other than a Saturday, a Sunday or a day on which banking institutions in The City of New York are
authorized or required by law, regulation or executive order to close; provided that such day is also a London banking day.

Ranking

The debentures are our direct, unsecured and unsubordinated obligations. The debentures rank equally in right of payment with all of
our other existing and future unsecured and unsubordinated indebtedness. In addition, the debentures effectively rank junior to any
secured indebtedness that we may incur to the extent of the assets securing such indebtedness. We currently conduct substantially all of
our operations through Lockheed Martin rather than our subsidiaries. To the extent we conduct operations, now or in the future, through
subsidiaries, creditors of those subsidiaries, including trade creditors and secured creditors, generally have claims to the assets of those
subsidiaries that are superior to the claims of our creditors, including holders of the debentures.

As of September 30, 2004, we had outstanding approximately $6.0 billion of unsubordinated indebtedness ranking equally in right of
payment with the debentures, excluding indebtedness of subsidiaries. As of September 30, 2004, our subsidiaries had approximately
$76 million of indebtedness outstanding, $12 million of which had been guaranteed by us. The indenture does not limit the amount of
indebtedness we or our subsidiaries may incur.

Contingent Interest

We will pay contingent interest to the holders of debentures for any three-month interest period from and including each interest
payment date to but excluding the next interest payment date, beginning with the three-month interest period commencing August 15,
2008, if the average trading price per debenture for the applicable five trading day reference period equals or exceeds 120% of the
accreted principal amount of the debentures as of the last day of such five trading day reference period. The five trading day reference
period means the five trading days ending on the second trading day immediately preceding the relevant three-month interest period.

The amount of contingent interest payable per debenture in respect of any three-month interest period is equal to 0.125% of the average
trading price per debenture for the applicable five trading day reference period.

The record date and payment date for contingent interest, if any, is the same as the regular record date and payment date for the
quarterly interest payments on the debentures.

The �trading price� is as defined under �Conversion Rights�Conditions to Conversion�Conversion Upon Satisfaction of Trading Price
Condition,� provided that if at least one required bid for the debentures is not obtained by the trustee, or in our reasonable judgment, the
bid quotations are not indicative of the secondary market value of the debentures, then the trading price of the debentures equals (a) the
then applicable conversion rate of the debentures multiplied by (b) the average of the last reported sale prices of our common stock for
the five trading days ending on the determination date of the trading price.
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The �last reported sale price� of our common stock on any date means the closing sale price per share (or, if no closing sale price is
reported, the average of the bid and asked prices or, if more than one in either case, the average of the average bid and the average asked
prices) on that date as reported in composite transactions for the principal U.S. securities exchange on which our common stock is
traded or, if our common stock is not listed on a U.S. national or regional securities exchange, as reported by the Nasdaq National
Market. The last reported sale price is determined without reference to after-hours or extended market trading. If our common stock is
not listed for trading on a U.S. national or regional securities exchange and not reported by the Nasdaq National Market on the relevant
date, the �last reported sale price� is the last quoted bid for our common stock in the over-the-counter market on the relevant date as
reported by the National Quotation Bureau or similar organization. If our common stock is not so quoted, the �last reported sale price� is
the average of the midpoint of the last bid and
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asked prices for our common stock on the relevant date from each of at least three nationally recognized independent investment
banking firms selected by us for this purpose.

We will notify the holders of the debentures upon a determination that they will be entitled to receive contingent interest with respect to
a quarterly interest period. In connection with providing such notice, we will issue a press release containing information regarding the
contingent interest determination and publish the information on our web site.

Conversion Rights

Subject to the conditions and during the periods and under the circumstances described below, holders may convert their debentures
into shares of our common stock initially at a conversion rate of 13.3326 shares of common stock per debenture at any time prior to the
close of business on August 15, 2033. The conversion price as of any date of determination is a dollar amount (initially $75.00 per share
of common stock) derived by dividing the accreted principal amount of a debenture on such date (which is $1,000 until August 15,
2008) by the conversion rate in effect on such date. The conversion rate and the equivalent conversion price in effect at any given time
are referred to as the �applicable conversion rate� and the �applicable conversion price,� respectively, and are subject to adjustment as
described below. A holder may convert fewer than all of such holder�s debentures so long as the debentures converted are an integral
multiple of $1,000 original principal amount.

Upon conversion, we may choose to deliver, in lieu of shares of our common stock, cash or a combination of cash and shares of our
common stock, as described below. Effective from and after December 6, 2004, we have exercised our option to irrevocably elect to
pay cash for the accreted principal amount of the debentures in lieu of common stock to any holders who convert their debentures. We
retain the right to elect to deliver cash or common stock, or a combination of cash and common stock, for conversion obligations in
excess of the accreted principal amount of the debentures.

Except as otherwise described below, you will not receive any cash payment representing accrued and unpaid interest (including
contingent interest, if any) upon conversion of a debenture and we will not adjust the conversion rate to account for the accrued and
unpaid interest (including contingent interest, if any) or increases in the accreted principal amount of the debentures. Upon conversion
we will deliver to you a fixed number of shares of our common stock or cash in lieu thereof, or a combination of the foregoing, and any
cash payment to account for fractional shares (�conversion payment�). The cash payment for fractional shares is based on the last reported
sale price of our common stock on the trading day immediately prior to the conversion date. Delivery of the conversion payment is
deemed to satisfy in full our obligation to pay any accrued and unpaid interest on a debenture (including any contingent interest and any
interest reflected in the accreted principal amount of the debenture), and no portion of any such accrued and unpaid interest will be
canceled, extinguished or forfeited. The fair market value of the conversion payment is treated as a payment, to the extent thereof, first,
in exchange for any such accrued and unpaid interest and second, in exchange for the original principal amount of the debenture.

If a holder converts debentures, we will pay any documentary, stamp or similar issue or transfer tax due on the issue of any shares of
our common stock upon the conversion, unless the tax is due because the holder requests the shares to be issued or delivered to a person
other than the holder, in which case the holder will pay that tax.

To convert your debenture you must do the following:
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� complete and manually sign the notice of conversion on the back of the debenture or facsimile of the notice of conversion and
deliver this notice to the conversion agent,

� surrender the debenture to the conversion agent,

� if required, furnish appropriate endorsements and transfer documents,

� if required, pay all transfer or similar taxes and

� if required, pay funds equal to interest payable on the next interest payment date.

19
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If your interest is a beneficial interest in a global debenture, to convert you must comply with the last three requirements listed above
and comply with the DTC�s procedures for converting a beneficial interest in a global debenture. The conversion date is the date on
which all of the foregoing requirements have been satisfied. The debentures are deemed to have been converted, and you are deemed a
record holder of any shares of common stock deliverable upon conversion, immediately prior to the close of business on the conversion
date. A certificate for the number of full shares of our common stock into which any debentures are converted, or cash in lieu thereof, or
a combination of the foregoing, together with any cash payment for fractional shares, will be delivered through the conversion agent set
forth below under ��Payment Upon Conversion.�

If a holder has already delivered a purchase notice as described under either ��Purchase of Debentures by Us at the Option of the Holder�
or ��Fundamental Change Requires Purchase of Debentures by Us at the Option of the Holder� with respect to a debenture, however, the
holder may not surrender that debenture for conversion until the holder has withdrawn the purchase notice in accordance with the
indenture.

Holders of debentures at the close of business on a regular record date receive payment of interest, including contingent interest, if any,
payable on the corresponding interest payment date, notwithstanding the conversion of such debentures at any time after the close of
business on such regular record date. Debentures surrendered for conversion by a holder during the period from the close of business on
any regular record date to the opening of business on the immediately following interest payment date must be accompanied by
payment of an amount equal to the interest, including contingent interest, if any, that the holder is to receive on the debentures;
provided, however, that no such payment need be made if (1) we have specified a redemption date that is after a record date and on or
prior to the immediately following interest payment date, (2) we have specified a purchase date following a Fundamental Change that is
during such period or (3) any overdue interest (including overdue contingent interest, if any) exists at the time of conversion with
respect to such debentures, to the extent of such overdue interest.

Payment Upon Conversion

(1) Conversion on or Prior to the Final Notice Date. In the event that we receive your notice of conversion on or prior to the day that is
20 days prior to maturity or, with respect to debentures being redeemed, the applicable redemption date (the �final notice date�), the
following procedures will apply:

We will notify you through the trustee of the dollar amount of our conversion obligation (the �conversion obligation�) to be satisfied in
cash (which will be expressed either as 100% of the conversion obligation or as a fixed dollar amount) at any time on or before the date
that is two business days following receipt of your notice of conversion (�cash settlement notice period�). You may retract the conversion
notice at any time during the two business day period beginning on the day after the final day of the cash settlement notice period
(�conversion retraction period�). If the conversion notice has not been retracted, then settlement (in cash or cash and shares) occurs on the
business day following the final day of the 10 trading day period beginning on the day after the final day of the conversion retraction
period (the �cash settlement averaging period�). Settlement amounts are computed as follows:

� If we elect to satisfy the entire conversion obligation in cash, we will deliver to you cash in an amount equal to the product of:

� a number equal to (1) the aggregate original principal amount of debentures to be converted divided by 1,000 multiplied
by (2) the conversion rate and
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� the average of the last reported sale prices of our common stock during the cash settlement averaging period.

� If we elect to satisfy a fixed portion (other than 100%) of the conversion obligation in cash, we will deliver to you such cash
amount (�cash amount�) and a number of shares equal to the greater of (1) zero and (2) the excess, if any, of the number of
shares equal to (i) the aggregate original principal amount of
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debentures to be converted divided by 1,000, multiplied by (ii) the conversion rate, over the number of shares equal to the
sum, for each day of the cash settlement averaging period, of (x) 10% of the cash amount, divided by (y) the last reported sale
price of our common stock. In addition, we will pay cash for all fractional shares of common stock as described above.

(2) Conversion after the Final Notice Date. In the event that we receive your notice of conversion after the final notice date, we will not
send individual notices of our election to satisfy all or any portion of the conversion obligation in cash. Instead, we will send a single
notice to the trustee of the dollar amount to be satisfied in cash (which will be expressed either as 100% of the conversion obligation or
as a fixed dollar amount) at any time on or before the final notice date. Settlement amounts are computed and settlement dates are
determined in the same manner as set forth above under ��Conversion on or Prior to the Final Notice Date� except that the �cash settlement
averaging period� shall be the 10 trading day period beginning on the day after receipt of your notice of conversion (or in the event we
receive your notice of conversion on the business day prior to the maturity date, the 10 trading day period beginning on the day after the
maturity date). Settlement (in cash and/or shares) will occur on the business day following the final day of such cash settlement
averaging period.

�Trading day� means a day during which trading in securities generally occurs on the New York Stock Exchange or, if our common stock
is not listed on the New York Stock Exchange, on the principal other U.S. national or regional securities exchange on which our
common stock is then listed or, if our common stock is not listed on a U.S. national or regional securities exchange, on the Nasdaq
National Market or, if our common stock is not reported by the Nasdaq National Market, on the principal other market on which our
common stock is then traded.

Conditions to Conversion

Holders may surrender their debentures for conversion into shares of our common stock prior to stated maturity only under the
circumstances described below. For a discussion of the federal income tax consequences of a conversion of the debentures into our
common stock, see �Material United States Federal Income Tax Considerations.�

Conversion Upon Satisfaction of Sale Price Condition. A holder may surrender any of its debentures for conversion into shares of our
common stock: (1) in any calendar quarter commencing prior to August 15, 2028 (and only during such calendar quarter) if the last
reported sale price of our common stock for at least 20 trading days during the period of 30 consecutive trading days ending on the last
trading day of the previous calendar quarter is more than 130% of the applicable conversion price as of the last day of such previous
calendar quarter (we refer to this amount as the conversion trigger price) and (2) at any time after August 15, 2028 and prior to maturity,
if the last reported sale price of our common stock is greater than or equal to the conversion trigger price on any day after August 15,
2028.

Because the applicable conversion price of a debenture at any time is dependent upon the accreted principal amount of a debenture at
that time, the conversion trigger price for periods ending after August 15, 2008 cannot be determined at this time. The following table
indicates what the conversion trigger prices would be at August 15 of each year beginning 2008, assuming 3-month LIBOR was a
constant 2.00%, 5.00% and 8.00% from August 15, 2008. This table represents an example of only three possibilities and you should
realize that because LIBOR and therefore the yield of the debentures will fluctuate, the base conversion price, and therefore the
conversion trigger price, will differ, and may differ significantly, from the amounts shown below.
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Hypothetical Conversion Trigger Prices

Assuming 2.00% LIBOR Assuming 5.00% LIBOR Assuming 8.00% LIBOR

August 15,

Applicable

Conversion

Price

Conversion

Trigger

Price

Applicable

Conversion

Price

Conversion

Trigger

Price

Applicable

Conversion

Price

Conversion

Trigger

Price

2008 75.00 97.51 75.00 97.51 75.00 97.51
2009 76.34 99.25 78.68 102.29 81.07 105.40
2010 77.71 101.02 82.54 107.30 87.63 113.92
2011 79.10 102.82 86.59 112.56 94.73 123.14
2012 80.51 104.67 90.85 118.10 102.41 133.14
2013 81.95 106.53 95.30 123.89 110.70 143.91
2014 83.41 108.44 99.97 129.97 119.66 155.56
2015 84.90 110.37 104.88 136.34 129.34 168.14
2016 86.42 112.35 110.03 143.04 139.84 181.79
2017 87.97 114.36 115.43 150.06 151.15 196.50
2018 89.54 116.40 121.09 157.42 163.38 212.40
2019 91.14 118.48 127.03 165.13 176.61 229.59
2020 92.77 120.60 133.27 173.25 190.94 248.22
2021 94.43 122.76 139.81 181.75 206.39 268.31
2022 96.11 124.95 146.66 190.66 223.09 290.02
2023 97.83 127.18 153.86 200.01 241.14 313.49
2024 99.58 129.46 161.42 209.85 260.71 338.93
2025 101.36 131.77 169.34 220.14 281.81 366.35
2026 103.17 134.12 177.64 230.93 304.61 396.00
2027 105.02 136.52 186.35 242.26 329.26 428.04
2028 106.90 138.97 195.51 254.17 355.98 462.78
2029 108.81 141.45 205.10 266.63 384.79 500.23
2030 110.75 143.97 215.16 279.71 415.93 540.71
2031 112.73 146.55 225.71 293.42 449.59 584.46
2032 114.75 149.17 236.81 307.85 486.07 631.89
2033 116.80 151.83 248.42 322.95 525.40 683.03

* This table assumes no events have occurred that would require an adjustment to the conversion rate.

Conversion Upon Satisfaction of Trading Price Condition. A holder may surrender any of its debentures for conversion into shares of
our common stock during the five business day period after any five consecutive trading day period in which the �trading price� per
debenture, as determined following a request by a holder of debentures in accordance with the procedures described below, for each day
of that period was less than 98% of the product of the last reported sale price of our common stock and the applicable conversion rate
for each day during such period (the �98% Trading Exception�); provided that if, on the date of any conversion pursuant to the 98%
Trading Exception, the last reported sale price of our common stock is between 100% and 130% of the applicable conversion price,
then such holder will receive, in lieu of common stock based on the applicable conversion rate, cash, common stock or a combination of
cash and common stock, at our option, with a value equal to the accreted principal amount of the debentures converted, plus accrued
and unpaid interest, including contingent and additional interest, if any, to the conversion date, which we refer to as a �Principal Value
Conversion.� If a holder surrenders debentures for conversion and it is a Principal Value Conversion, we will notify such holder by the
second trading day following the conversion date whether we will pay all or a portion of the accreted principal amount plus accrued and
unpaid interest, including contingent interest, if any, in cash, common stock or a combination of cash and common stock, and in what
percentage. Any common stock delivered upon a Principal Value Conversion will be valued at the average of the last reported sale
prices of our common stock for each of the five trading days commencing on the third trading day following the conversion date. We
will pay you any portion of the accreted principal amount plus accrued and unpaid interest to be paid in
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cash and deliver common stock with respect to any portion of the accreted principal amount plus accrued and unpaid interest to be paid
in common stock, no later than the fifth business day following the determination of the average last reported sale price as described in
the preceding sentence.

The �trading price� of the debentures on any date of determination means the average of the secondary market bid quotations per
debenture obtained by the trustee for $10,000,000 original principal amount of the debentures at approximately 3:30 p.m., New York
City time, on such determination date from three independent nationally recognized securities dealers we select; provided that if three
such bids cannot reasonably be obtained by the trustee, but two such bids are obtained, then the average of the two bids shall be used,
and if only one such bid can reasonably be obtained by the trustee, that one bid shall be used. If the trustee cannot reasonably obtain at
least one bid for $10,000,000 original principal amount of the debentures from a nationally recognized securities dealer, or in our
reasonable judgment, the bid quotations are not indicative of the secondary market value of the debentures, then the trading price per
debenture will be deemed to be less than 98% of the product of the last reported sale price of our common stock and the applicable
conversion rate.

In connection with any conversion upon satisfaction of the above trading pricing condition, the trustee shall have no obligation to
determine the trading price of the debentures unless we have requested such determination, and we shall have no obligation to make
such request unless you provide us with reasonable evidence that the trading price per debenture would be less than 98% of the product
of the last reported sale price of our common stock and the applicable conversion rate. At such time, we shall instruct the trustee to
determine the trading price of the debentures beginning on the next trading day and on each successive trading day until the trading
price per debenture is greater than or equal to 98% of the product of the last reported sale price of our common stock and the applicable
conversion rate as of such trading day.

Conversion Upon Redemption. If we elect to redeem the debentures, holders may convert debentures into our common stock at any time
prior to the close of business on the business day immediately preceding the redemption date, even if the debentures are not otherwise
convertible at such time.

Conversion Upon Specified Corporate Transactions. If we elect to:

� distribute to all holders of our common stock certain rights or warrants entitling them to purchase, for a period expiring within
60 days after the date of the distribution, shares of our common stock at less than the last reported sale price of a share of our
common stock on the trading day immediately preceding the declaration date of the distribution or

� distribute to all holders of our common stock our assets, debt securities or certain rights to purchase our securities, which
distribution has a per share value as determined by our board of directors exceeding 5% of the last reported sale price of a
share of our common stock on the trading day immediately preceding the declaration date for such distribution,

we must notify the holders of the debentures at least 20 business days prior to the ex-dividend time for such distribution. Once we have
given such notice, holders may surrender their debentures for conversion at any time until the earlier of the close of business on the
business day immediately prior to the ex-dividend time or our announcement that such distribution will not take place, even if the
debentures are not otherwise convertible at such time; provided, however, that a holder may not exercise this right to convert if the
holder may participate in the distribution without conversion. The �ex-dividend time� is the first date upon which a sale of the common
stock does not automatically transfer the right to receive the relevant dividend from the seller of the common stock to its buyer.
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In addition, if we are party to a consolidation, merger or binding share exchange pursuant to which our common stock would be
converted into cash, securities or other property, a holder may surrender debentures for conversion at any time from and after the date
which is 15 days prior to the anticipated effective date of the transaction until 15 days after the actual effective date of such transaction
(or if such transaction constitutes a
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Fundamental Change, until the applicable Fundamental Change purchase date). If we engage in certain reclassifications of our common
stock or are a party to a consolidation, merger, binding share exchange or transfer of all or substantially all of our assets pursuant to
which our common stock is converted into cash, securities or other property, then at the effective time of the transaction, the right to
convert a debenture into our common stock is changed into a right to convert a debenture into the kind and amount of cash, securities or
other property that the holder would have received if the holder had converted its debentures immediately prior to the transaction. If the
transaction also constitutes a Fundamental Change, as defined below, a holder can require us to purchase all or a portion of its
debentures as described below under ��Fundamental Change Requires Purchase of Debentures by Us at the Option of the Holder.�

Conversion Upon Credit Ratings Event. A holder may convert debentures into our common stock during any period in which the credit
rating assigned to the debentures by either Moody�s or S&P is lower than Ba1 or BB+, respectively, or the debentures are no longer
rated by at least one of S&P or Moody�s.

Conversion Rate Adjustments

The conversion rate is subject to adjustment, without duplication, upon the occurrence of any of the following events:

(1) the payment of dividends and other distributions on our common stock payable exclusively in shares of our common stock,

(2) the issuance to all holders of our common stock of rights or warrants that allow the holders to purchase shares of our common stock
for a period expiring within 60 days from the date of issuance of the rights or warrants at less than the market price on the record date
for the determination of shareholders entitled to receive the rights or warrants,

(3) subdivisions or combinations of our common stock,

(4) distributions to all holders of our common stock of our assets, debt securities, shares of our capital stock or rights or warrants to
purchase our securities (excluding (A) any dividend, distribution or issuance covered by clause (1) or (2) above and (B) any dividend or
distribution paid exclusively in cash), in which event the conversion rate is adjusted by multiplying:

� the conversion rate by

� a fraction, the numerator of which is the current market price of our common stock and the denominator of which is the
current market price of our common stock minus the fair market value, as determined by our board of directors, except as
described in the following paragraph, of the portion of those assets, debt securities, shares of capital stock or rights or warrants
so distributed applicable to one share of common stock.

In the event that we make a distribution to all holders of our common stock consisting of capital stock of, or similar equity interests in, a
subsidiary or other business unit of ours, the conversion rate will be adjusted based on the market value of the securities so distributed
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relative to the market value of our common stock, in each case based on the average of the closing sales prices of those securities for
each of the 10 trading days commencing on and including the fifth trading day after the date on which �ex-distribution trading�
commences for such dividend or distribution on the New York Stock Exchange or such other national or regional exchange or market
on which the securities are then listed or quoted.

(5) distributions by us consisting exclusively of cash to all holders of our common stock, excluding any quarterly cash dividend on our
common stock to the extent that the aggregate cash dividend per share of our common stock in any quarter does not exceed $0.12 (the
�dividend threshold amount�); the dividend threshold
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amount is subject to adjustment on the same basis as the conversion rate, provided that no adjustment will be made to the dividend
threshold amount for any adjustment made to the conversion rate pursuant to this clause (5), in which event the conversion rate is
adjusted by multiplying:

� the conversion rate by

� a fraction, the numerator of which will be the current market price of our common stock and the denominator of which will be
the current market price of our common stock minus the amount per share of such dividend increase (as determined below) or
distribution.

If an adjustment is required to be made under this clause (5) as a result of a distribution that is a quarterly dividend, the adjustment
would be based upon the amount by which the distribution exceeds the dividend threshold amount (the dividend increase). If an
adjustment is required to be made under this clause (5) as a result of a distribution that is not a quarterly dividend, the adjustment would
be based upon the full amount of the distribution.

(6) a payment by us or one of our subsidiaries in respect of a tender offer or exchange offer for our common stock to the extent that the
cash and value of any other consideration included in the payment per share of our common stock exceeds the last reported sale price of
our common stock on the trading day next succeeding the last date on which tenders or exchanges may be made pursuant to such tender
or exchange offer, in which event the conversion rate will be adjusted by multiplying:

� the conversion rate by

� a fraction, the numerator of which is the sum of (x) the fair market value, as determined by our board of directors, of the
aggregate consideration payable for all shares of our common stock we purchase in such tender or exchange offer and (y) the
product of the number of shares of our common stock outstanding less any such purchased shares and the last reported sale
price of our common stock on the trading day next succeeding the expiration of the tender or exchange offer and the
denominator of which is the product of the number of shares of our common stock outstanding, including any such purchased
shares, and the last reported sale price of our common stock on the trading day next succeeding the expiration of the tender or
exchange offer.

Notwithstanding the foregoing, in the event of an adjustment pursuant to clauses (5) or (6) above, in no event will the conversion rate
exceed 20.1207, subject to adjustment pursuant to clauses (1), (2), (3) and (4) above.

To the extent that we have a rights plan in effect upon conversion of the debentures into common stock, the holder receives, in addition
to the common stock, the rights under the rights plan unless the rights have separated from the common stock prior to the time of
conversion, in which case the conversion rate is to be adjusted at the time of separation as if we distributed to all holders of our common
stock our assets, debt securities, shares of our capital stock or rights or warrants to purchase our securities as described in clause (4)
above.

In addition to these adjustments, we may increase the conversion rate as our board of directors considers advisable to avoid or diminish
any income tax to holders of our common stock or rights to purchase our common stock resulting from any dividend or distribution of
stock (or rights to acquire stock) or from any event treated as such for income tax purposes. We may also, from time to time, to the
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extent permitted by applicable law, increase the conversion rate by any amount for any period of at least 20 business days if our board
of directors has determined that such increase would be in our best interests. If our board of directors makes such a determination, it
will be conclusive. We will give holders of debentures at least 15 days� notice of such an increase in the conversion rate.

As used in this prospectus, �current market price� means the average of the last reported sale prices per share of our common stock for the
20 trading day period ending on the applicable date of determination (if the applicable date of determination is a trading day or, if not,
then on the last trading day prior to the applicable date
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of determination), appropriately adjusted to take into account the occurrence, during the period commencing on the first of the trading
days during the 20 trading day period and ending on the applicable date of determination, of any event that would result in an
adjustment of the conversion rate under the indenture.

The applicable conversion rate is not adjusted:

� upon the issuance of any shares of our common stock pursuant to any present or future plan providing for the reinvestment of
dividends or interest payable on our securities and the investment of additional optional amounts in shares of our common
stock under any plan,

� upon the issuance of any shares of our common stock or options or rights to purchase those shares pursuant to any present or
future employee, director or consultant benefit plan or program of or assumed by us or any of our subsidiaries,

� upon the issuance of any shares of our common stock pursuant to any option, warrant, right or exercisable, exchangeable or
convertible security not described in the preceding bullet and outstanding as of the date the debentures were first issued,

� for a change in the par value of the common stock or

� for accrued and unpaid interest, including contingent interest or additional interest, if any.

No adjustment in the applicable conversion rate is required unless the adjustment would require an increase or decrease of at least 1% of
the applicable conversion rate. If the adjustment is not made because the adjustment does not change the applicable conversion rate by
more than 1%, then the adjustment that is not made is carried forward and taken into account in any future adjustment.

In the event of:

� a taxable distribution to holders of shares of common stock which results in an adjustment of the conversion rate or

� an increase in the conversion rate at our discretion,

the holders of the debentures may, in certain circumstances, be deemed to have received a distribution subject to U.S. federal income
tax as a dividend. In addition, non-U.S. holders of debentures in certain circumstances may be deemed to have received a distribution
subject to U.S. federal withholding tax requirements. See �Material United States Federal Income Tax Considerations�U.S.
Holders�Constructive Distributions� and ��Non-U.S. Holders�Constructive Dividends.�

Optional Redemption
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No sinking fund is provided for the debentures. Prior to August 15, 2008, the debentures are not redeemable. On or after August 15,
2008, we may redeem for cash all or part of the debentures at any time, upon not less than 20 nor more than 60 days� notice before the
redemption date by mail to the trustee, the paying agent and each holder of debentures, for a price equal to 100% of the accreted
principal amount of the debentures to be redeemed plus any accrued and unpaid interest, including contingent interest and additional
interest, if any, to the redemption date.

If we decide to redeem fewer than all of the outstanding debentures, the trustee selects the debentures to be redeemed (in original
principal amounts of $1,000 or integral multiples thereof) by lot, on a pro rata basis or by another method the trustee considers fair and
appropriate.

If the trustee selects a portion of your debenture for partial redemption and you convert a portion of the same debenture, the converted
portion is deemed to be from the portion selected for redemption.

In the event of any redemption in part, we are not required to issue, register the transfer of or exchange any debenture during a period of
15 days before the mailing of the redemption notice.
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Purchase of Debentures by Us at the Option of the Holder

Holders have the right to require us to purchase the debentures on August 15, 2008, August 15, 2013, August 15, 2018, August 15, 2023
and August 15, 2028 (each, a �purchase date�). Any debentures purchased by us on a purchase date will be paid for in cash. We are
required to purchase any outstanding debentures for which a holder delivers a written purchase notice to the paying agent. This notice
must be delivered during the period beginning at any time from the opening of business on the date that is 20 business days prior to the
relevant purchase date until the close of business on the business day prior to the purchase date. If the purchase notice is given and
withdrawn during such period, we are not obligated to purchase the related debentures. Our purchase obligation is subject to some
additional conditions as described in the indenture. Also, as described in the �Risk Factors� section of this prospectus under the caption
�Risks Related to the Debentures�We may not have the ability to raise the funds necessary to purchase the debentures upon a
Fundamental Change or other purchase date, as required by the indenture governing the debentures,� we may not have funds sufficient to
purchase the debentures when we are required to do so. Our failure to purchase the debentures when we are required to do so constitutes
an event of default under the indenture with respect to the debentures.

The purchase price payable equals 100% of the accreted principal amount of the debentures to be purchased plus any accrued and
unpaid interest, including contingent interest and additional interest, if any, to such purchase date. For a discussion of the United States
federal income tax treatment of a holder receiving cash, see �Material United States Federal Income Tax Considerations.�

On or before the 20th business day prior to each purchase date, we will provide to the trustee, the paying agent and to all holders of the
debentures at their addresses shown in the register of the registrar, and to beneficial owners as required by applicable law, a notice
stating, among other things:

� the purchase price,

� the name and address of the paying agent and the conversion agent,

� the conversion rate and any adjustments to the conversion rate,

� the debentures with respect to which a purchase notice has been given by the holder may be converted only if the holder
withdraws the purchase notice in accordance with the terms of the indenture and

� the procedures that holders must follow to require us to purchase their debentures.

In connection with providing such notice, we will issue a press release and publish the information on our web site.

A notice electing to require us to purchase your debentures must state:

� if certificated debentures have been issued, the certificate numbers of the debentures,
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� the portion of the original principal amount of debentures to be purchased, in integral multiples of $1,000 and

� that the debentures are to be purchased by us pursuant to the applicable provisions of the debentures and the indenture.

If the debentures are not in certificated form, your notice must comply with appropriate DTC procedures.

We may not purchase any debentures at the option of holders if the accreted principal amount of the debentures has been accelerated,
and such acceleration has not been rescinded.

You may withdraw any purchase notice in whole or in part by a written notice of withdrawal delivered to the paying agent prior to the
close of business on the business day prior to the purchase date. The notice of withdrawal must state:

� the original principal amount of the withdrawn debentures,
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� if certificated debentures have been issued, the certificate numbers of the withdrawn debentures and

� the original principal amount, if any, that remains subject to the purchase notice.

If the debentures are not in certificated form, your withdrawal notice must comply with appropriate DTC procedures.

You must either effect book-entry transfer or deliver the debentures, together with necessary endorsements, to the office of the paying
agent after delivery of the purchase notice to receive payment of the purchase price. You will receive payment promptly following the
later of the purchase date and the time of book-entry transfer or the delivery of the debentures. If the paying agent holds money or
securities sufficient to pay the purchase price of the debentures on the business day following the purchase date, then:

� the debentures cease to be outstanding and interest, including contingent interest and additional interest, if any, and accretion
of principal, ceases to accrue (whether or not book-entry transfer of the debentures is made or whether or not the debentures
are delivered to the paying agent), and

� all other rights of the holder terminate (other than the right to receive the purchase price upon delivery or transfer of the
debentures).

Fundamental Change Requires Purchase of Debentures by Us at the Option of the Holder

If a Fundamental Change (as defined below in this section) occurs at any time prior to maturity, holders have the right, at their option,
to require us to purchase any or all of their debentures for cash, or any portion of the original principal amount thereof, that is equal to
$1,000 or an integral multiple of $1,000. The cash price we are required to pay is equal to the accreted principal amount of the
debentures to be purchased plus accrued and unpaid interest, including contingent interest and additional interest, if any, to the
Fundamental Change purchase date, unless such Fundamental Change purchase date falls after a record date and on or prior to the
corresponding interest payment date, in which case we will pay the full amount of accrued and unpaid interest payable on such interest
payment date to the holder of record at the close of business on the corresponding record date. For a discussion of the United States
federal income tax treatment of a holder receiving cash, see �Material United States Federal Income Tax Considerations.�

A �Fundamental Change� is deemed to have occurred at any time after the debentures are originally issued that any of the following
occurs:

(1) our common stock or other common stock into which the debentures are convertible is neither listed for trading on a United States
national securities exchange nor approved for trading on the Nasdaq National Market or another established automated over-the-counter
trading market in the United States,

(2) a �person� or �group� within the meaning of Section 13(d) of the Exchange Act other than us, our subsidiaries or our or their employee
benefit plans, files a Schedule TO or any schedule, form or report under the Exchange Act disclosing that such person or group has
become the direct or indirect ultimate �beneficial owner,� as defined in Rule 13d-3 under the Exchange Act, of our common equity
representing more than 50% of the voting power of our common equity entitled to vote generally in the election of directors,
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(3) consummation of any share exchange, consolidation or merger of us pursuant to which our common stock is converted into cash,
securities or other property or any sale, lease or other transfer in one transaction or a series of transactions of all or substantially all of
the consolidated assets of us and our subsidiaries, taken as a whole, to any person other than us or one or more of our subsidiaries;
provided, however, that a transaction where the holders of our common equity immediately prior to such transaction have directly or
indirectly, more than 50% of the aggregate voting power of all classes of common equity of the continuing or surviving corporation or
transferee entitled to vote generally in the election of directors immediately after such event shall not be a Fundamental Change or
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(4) continuing directors (as defined below in this section) cease to constitute at least a majority of our board of directors.

A Fundamental Change is not deemed to have occurred in respect of any of the foregoing, however, if either:

(1) the last reported sale price of our common stock for any five trading days within the 10 consecutive trading days ending
immediately before the later of the Fundamental Change or the public announcement thereof, equals or exceeds 105% of the applicable
conversion price of the debentures in effect immediately before the Fundamental Change or the public announcement thereof or

(2) at least 90% of the consideration, excluding cash payments for fractional shares, in the transaction or transactions constituting the
Fundamental Change consists of shares of capital stock traded on a national securities exchange or reported by the Nasdaq National
Market or which is so traded or quoted when issued or exchanged in connection with a Fundamental Change (these securities being
referred to as �publicly traded securities�) and as a result of this transaction or transactions the debentures become convertible into such
publicly traded securities, excluding cash payments for fractional shares.

For purposes of the above paragraph the term capital stock of any person means any and all shares, interests, participations or other
equivalents however designated of corporate stock or other equity participations, including partnership interests, whether general or
limited, of such person and any rights (other than debt securities convertible or exchangeable into an equity interest), warrants or
options to acquire an equity interest in such person.

�Continuing director� means a director who either was a member of our board of directors on the date of this prospectus or who becomes
a member of our board of directors subsequent to that date and whose appointment, election or nomination for election by our
stockholders is duly approved by a majority of the continuing directors on our board of directors at the time of such approval, either by
a specific vote or by approval of the proxy statement issued by us on behalf of the board of directors in which such individual is named
as nominee for director.

On or before the 30th day after the occurrence of a Fundamental Change, we will provide to all holders of the debentures and the trustee
and paying agent a notice of the occurrence of the Fundamental Change and of the resulting purchase right. Such notice shall state,
among other things:

� the events causing a Fundamental Change,

� the date of the Fundamental Change,

� the last date on which a holder may exercise the purchase right,

� the Fundamental Change purchase price,
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� the Fundamental Change purchase date,

� the name and address of the paying agent and the conversion agent,

� the conversion rate and any adjustments to the conversion rate,

� the debentures with respect to which a Fundamental Change purchase notice has been given by the holder may be converted
only if the holder withdraws the Fundamental Change purchase notice in accordance with the terms of the indenture and

� the procedures that holders must follow to require us to purchase their debentures.

Simultaneously with providing such notice, we will issue a press release and publish the information on our web site.
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To exercise the purchase right, holders must deliver, before the close of business on the business day immediately preceding the
Fundamental Change purchase date, the debentures to be purchased, duly endorsed for transfer, together with the form entitled �Form of
Fundamental Change Purchase Notice� duly completed, to the paying agent. Their purchase notice must state:

� if certificated, the certificate numbers of their debentures to be delivered for purchase,

� the portion of the original principal amount of debentures to be purchased, which must be $1,000 or an integral multiple
thereof and

� that the debentures are to be purchased by us pursuant to the applicable provisions of the debentures and the indenture.

If the debentures are not in certificated form, their purchase notice must comply with appropriate DTC procedures.

Holders may withdraw any purchase notice (in whole or in part) by a written notice of withdrawal delivered to the paying agent prior to
the close of business on the business day prior to the Fundamental Change purchase date. The notice of withdrawal shall state:

� the original principal amount of the withdrawn debentures,

� if certificated debentures have been issued, the certificate numbers of the withdrawn debentures and

� the original principal amount, if any, that remains subject to the purchase notice.

If the debentures are not in certificated form, their withdrawal notice must comply with appropriate DTC procedures.

We are required to purchase the debentures no less than 20 and no more than 35 business days after the date of our notice of the
occurrence of the relevant Fundamental Change, subject to extension to comply with applicable law. You must either effect book-entry
transfer or deliver the debentures, together with necessary endorsements, to the office of the paying agent after delivery of the purchase
notice to receive payment of the purchase price. Holders receive payment of the Fundamental Change purchase price promptly
following the later of the Fundamental Change purchase date or the time of book-entry transfer or the delivery of the debentures. If the
paying agent holds money or securities sufficient to pay the Fundamental Change purchase price of the debentures on the business day
following the Fundamental Change purchase date, then:

� the debentures cease to be outstanding and interest, including contingent interest and additional interest, if any, and accretion
of principal ceases to accrue (whether or not book-entry transfer of the debentures is made or whether or not the debenture is
delivered to the paying agent), and

� all other rights of the holder terminate (other than the right to receive the Fundamental Change purchase price upon delivery or
transfer of the debentures).
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The rights of the holders to require us to purchase their debentures upon a Fundamental Change could discourage a potential acquirer of
us. The Fundamental Change purchase feature, however, is not the result of management�s knowledge of any specific effort to
accumulate shares of our common stock, to obtain control of us by any means or part of a plan by management to adopt a series of
anti-takeover provisions. Instead, the Fundamental Change purchase feature is a standard term contained in other offerings of debt
securities similar to the debentures that have been marketed by certain of the initial purchasers of the debentures. The terms of the
Fundamental Change purchase feature resulted from negotiations between the initial purchasers of the debentures and us.

The term Fundamental Change is limited to specified transactions and may not include other events that might adversely affect our
financial condition. In addition, the requirement that we offer to purchase the
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debentures upon a Fundamental Change may not protect holders in the event of a highly leveraged transaction, reorganization, merger
or similar transaction involving us.

No debentures may be purchased at the option of holders upon a Fundamental Change if the accreted principal amount of the
debentures has been accelerated, and such acceleration has not been rescinded.

The definition of Fundamental Change includes a phrase relating to the conveyance, transfer, sale, lease or disposition of �all or
substantially all� of our consolidated assets. There is no precise, established definition of the phrase �substantially all� under applicable
law. Accordingly, the ability of a holder of the debentures to require us to purchase its debentures as a result of the conveyance,
transfer, sale, lease or other disposition of less than all of our assets may be uncertain.

If a Fundamental Change were to occur, we may not have enough funds to pay the Fundamental Change purchase price or we may be
prohibited from doing so under the terms of our then-existing indebtedness. See �Risk Factors� under the caption �Risks Related to the
Debentures�We may not have the ability to raise the funds necessary to purchase the debentures upon a Fundamental Change or other
purchase date, as required by the indenture governing the debentures.� Our failure to purchase the debentures when required following a
Fundamental Change constitutes an event of default under the indenture with respect to the debentures. In addition, we have, and may in
the future incur, other indebtedness with similar change in control provisions permitting holders to accelerate or to require us to
purchase our indebtedness upon the occurrence of similar events or on some specific dates.

Consolidation, Merger and Sale of Assets

The indenture prohibits us from consolidating with or merging into another business entity or transferring or leasing substantially all of
our assets, unless:

� either (1) we are the continuing entity in the case of a merger or (2) the resulting, surviving or acquiring entity, if other than
Lockheed Martin, is a U.S. corporation and it expressly assumes our obligations with respect to the debentures, by executing a
supplemental indenture,

� immediately after giving effect to the transaction, no event of default and no circumstances which, after notice or lapse of time
or both, would become an event of default, shall have happened and be continuing and

� we have delivered to the trustee an officers� certificate and a legal opinion confirming that we have complied with the
indenture.

However, certain of these transactions could constitute a Fundamental Change (as defined above) permitting each holder to require us to
purchase the debentures of such holder as described above.

Events of Default
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Any of the following events constitute an event of default under the indenture with respect to the debentures:

� failure to pay interest, including contingent interest and additional interest, if any, on the debentures for thirty days past the
applicable due date,

� failure to pay accreted principal amount of the debentures when due (whether at maturity, upon redemption, purchase or
otherwise),

� failure to deliver our common stock, or cash in lieu thereof, or a combination of the foregoing, upon conversion of any
debenture and such failure continues for 10 days following written notice thereof from the converting holder,
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� failure to perform any other covenant or agreement in the indenture, which continues for 90 days after written notice from the
trustee or holders of 25% of the outstanding original principal amount of the debentures as provided in the indenture and

� specified events relating to our bankruptcy, insolvency or reorganization.

If there is an event of default with respect to the debentures, which continues for the requisite amount of time, either the trustee or
holders of at least 25% of the aggregate original principal amount of the debentures may declare the accreted principal amount of and
interest (including contingent interest and additional interest, if any) on all of the debentures to be due and payable immediately, except
that if an event of default occurs due to bankruptcy, insolvency or reorganization as provided in the indenture, then the accreted
principal amount of and interest (including contingent interest and additional interest, if any) on the debentures shall become due and
payable immediately without any act by the trustee or any holder of debentures.

Before the acceleration of the maturity of the debentures, the holders of a majority in aggregate original principal amount of the
debentures may, on behalf of the holders of all debentures, waive any past default or event of default and its consequences for the
debentures, except (1) a default in the payment of the accreted principal or interest (including contingent interest and additional interest,
if any) with respect to the debentures or (2) a default with respect to a provision of the indenture that cannot be amended without the
consent of each holder affected by the amendment. In case of a waiver of a default, that default shall cease to exist, any event of default
arising from that default shall be deemed to have been cured for all purposes, and Lockheed Martin, the trustee, and the holders of the
debentures will be restored to their former positions and rights under the indenture.

A holder may institute a suit against us for enforcement of such holder�s rights under the indenture, for the appointment of a receiver or
trustee, or for any other remedy only if the following conditions are satisfied:

� the holder gives the trustee written notice of a continuing event of default with respect to the debentures held by that holder,

� holders of at least 25% of the aggregate original principal amount of the debentures make a request, in writing, and offer
reasonable indemnity, to the trustee for the trustee to institute the requested proceeding,

� the trustee does not receive direction contrary to the holders� request from holders of a majority in original principal amount of
the debentures within 60 days following such notice, request and offer of indemnity under the terms of the indenture and

� the trustee does not institute the requested proceeding within 60 days following such notice.

The indenture requires us every year to deliver to the trustee a statement as to any defaults under the indenture.

A default in the payment of the debentures, or a default with respect to the debentures that causes them to be accelerated, may give rise
to a cross-default under our credit facilities or other indebtedness.

Satisfaction and Discharge of the Indenture
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The indenture generally ceases to be of any further effect with respect to the debentures, if:

� we have delivered to the trustee for cancellation all outstanding debentures (with certain limited exceptions) or

� all debentures not previously delivered to the trustee for cancellation have become due and payable, whether at stated maturity
or any redemption date or any purchase date (including upon the occurrence of a Fundamental Change), or upon conversion or
otherwise, and we have deposited with the trustee as
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trust funds the entire amount (including our common stock, as applicable) sufficient to pay all of the outstanding debentures,

� and if, in either case, we also pay or cause to be paid all other sums payable under the indenture by us.

Legal Defeasance and Covenant Defeasance

The debentures are not subject to any defeasance provisions under the indenture.

Modification and Waiver

We may enter into supplemental indentures for the purpose of modifying or amending the indenture with the consent of holders of at
least a majority in aggregate original principal amount of the debentures. However, the consent of the holder of each debenture affected
by such change is required for any of the following:

� to reduce the percentage in original principal amount of debentures whose holders must consent to an amendment,

� to reduce the rate of or extend the time for payment of interest on any debenture or reduce the amount of any interest payment
to be made with respect to any debenture; to alter the manner of calculation or rate of contingent interest or additional interest
or extend the time for payment of any such amount; or to alter the manner or rate of accretion of principal,

� to reduce the original principal amount or accreted principal amount of or change the stated maturity of principal of, or any
installment of principal of or interest on, any debenture,

� to reduce the redemption price or purchase price (including upon the occurrence of a Fundamental Change) or change the time
at which any debenture may or shall be redeemed or purchased,

� to make any debenture payable in a different currency,

� to make any change in the provisions of the indenture relating to waivers of defaults or amendments that require unanimous
consent,

� to change any place of payment where the debentures or interest thereon is payable,

� to make any change that adversely affects the right to convert the debentures or reduces the amount payable upon conversion,

� to impair the right to bring a lawsuit for the enforcement of any payment on or after the stated maturity of any debenture (or in
the case of redemption or purchase, on or after the date fixed for redemption or purchase) or
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� to modify any of the above provisions of the indenture, except to increase the percentage in original principal amount of
debentures whose holders must consent to an amendment or to provide that certain other provisions of the indenture cannot be
modified or waived without the consent of the holder of each outstanding debenture affected by the modification or waiver.

In addition, we and the trustee with respect to the indenture may enter into supplemental indentures without the consent of the holders
of the debentures for one or more of the following purposes:

� to evidence that another person has become our successor under the provisions of the indenture relating to consolidations,
mergers and sales of assets and that the successor assumes our covenants, agreements and obligations in the indenture and in
the debentures,

� to surrender any of our rights or powers under the indenture, to add to our covenants further covenants, restrictions, conditions
or provisions for the protection of the holders of the debentures, and to make a default in any of these additional covenants,
restrictions, conditions or provisions a default or an event of default under the indenture,
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� to cure any ambiguity or to make corrections to the indenture or to make such other provisions in regard to matters or
questions arising under the indenture that do not materially adversely affect the interests of any holders of debentures
(excluding any change for which the consent of the holder on each debenture affected by such change is required, as described
above),

� to modify or amend the indenture to permit the qualification of the indenture or any supplemental indenture under the Trust
Indenture Act of 1939 as then in effect,

� to add guarantees with respect to the debentures or to secure the debentures,

� to make any change (excluding any change for which the consent of the holder of each debenture affected by such change is
required, as described above) that does not materially adversely affect the rights of any holder of debentures and

� to evidence and provide for the acceptance of appointment by a successor or separate trustee with respect to the debentures.

Book-Entry System

The debentures are represented by one or more global securities. Each global security has been deposited with, or on behalf of, DTC
and registered in the name of a nominee of DTC. Except under circumstances described below, the debentures are not issued in
definitive form.

Upon the issuance of a global security, DTC credits on its book-entry registration and transfer system the accounts of persons
designated by the initial purchasers with the respective original principal amounts of the debentures represented by the global security.
Ownership of beneficial interests in a global security is limited to persons that have accounts with DTC or its nominee (�participants�) or
persons that may hold interests through participants. Ownership of beneficial interests in a global security is shown on, and the transfer
of that ownership is effected only through, records maintained by DTC or its nominee (with respect to interests of persons other than
participants). The laws of some states require that some purchasers of securities take physical delivery of the securities in definitive
form. Such limits and such laws may impair the ability to transfer beneficial interests in a global security.

So long as DTC or its nominee is the registered owner of a global security, DTC or its nominee, as the case may be, is considered the
sole owner or holder of the debentures represented by that global security for all purposes under the indenture. Except as provided
below, owners of beneficial interests in a global security are not entitled to have debentures represented by that global security
registered in their names, do not receive or be entitled to receive physical delivery of debentures in definitive form and are not
considered the owners or holders thereof under the indenture. Principal and interest payments, if any, on debentures registered in the
name of DTC or its nominee are made to DTC or its nominee, as the case may be, as the registered owner of the relevant global
security. Neither we, the trustee, any paying agent or the security registrar for the debentures have any responsibility or liability for any
aspect of the records relating to nor payments made on account of beneficial interests in a global security or for maintaining,
supervising or reviewing any records relating to such beneficial interests.

We expect that DTC or its nominee, upon receipt of any payment of principal or interest, will credit immediately participants� accounts
with payments in amounts proportionate to their respective beneficial interests in the principal amount of the relevant global security as
shown on the records of DTC or its nominee. We also expect that payments by participants to owners of beneficial interests in a global
security held through these participants will be governed by standing instructions and customary practices, as is the case with securities
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held for the accounts of customers in bearer form or registered in �street name,� and will be the responsibility of the participants.

Beneficial owners of interests in global securities who desire to convert their interests into common stock should contact their brokers
or other participants or indirect participants through whom they hold such beneficial interests to obtain information on procedures,
including proper forms and cut-off times, for submitting requests for conversion.
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Unless and until they are exchanged in whole or in part for debentures in definitive form, the global securities may not be transferred
except as a whole by DTC to a nominee of DTC or by a nominee of DTC to DTC or another nominee of DTC. Transfers between
participants in DTC will be effected in the ordinary way in accordance with DTC rules and will be settled in same-day funds.

If DTC at any time is unwilling or unable to continue as a depositary, defaults in the performance of its duties as depositary or ceases to
be a clearing agency registered under the Exchange Act or other applicable statute or regulation, and a successor depositary is not
appointed by us within 90 days, we will issue debentures in definitive form in exchange for the global securities relating to the
debentures. In addition, we may at any time and in our sole discretion determine not to have the debentures or portions of the
debentures represented by one or more global securities and, in that event, we will notify the trustee and issue individual debentures in
exchange for the global security or securities representing the debentures. Debentures so issued in definitive form will be issued as
registered debentures in denominations of $1,000 and integral multiples thereof, unless otherwise specified by us.

The Trustee

The Bank of New York is the initial trustee, conversion agent, paying agent, transfer agent and registrar with respect to the debentures.
The Bank of New York performs certain other services for, and transacts other banking business with, us and certain of our subsidiaries
in the normal course of business. The Bank of New York is also a participating lender under our current multiyear credit facility.

Governing Law

The indenture and the debentures are governed by, and construed in accordance with, the laws of the State of New York.
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REGISTRATION RIGHTS

We entered into a registration rights agreement with the initial purchasers of the debentures pursuant to which we have, at our expense,
for the benefit of the holders, filed with the SEC a shelf registration statement, of which this prospectus is a part, covering resale of the
debentures and the shares of our common stock issuable upon conversion of the debentures. Our obligation to keep the shelf registration
statement effective terminates upon the earlier of (i) the sale pursuant to Rule 144 under the Securities Act or the shelf registration
statement of all the securities registered thereunder, and (ii) the expiration of the holding period applicable to such securities held by
persons that are not our affiliates under Rule 144(k) under the Securities Act or any successor provision, subject to permitted
exceptions.

We may suspend the use of this prospectus during prescribed periods of time for reasons relating to pending corporate developments,
public filings with the SEC and other events. The periods during which we can suspend the use of this prospectus may not, however,
exceed a total of 90 days in any 12-month period.

Additional interest accrues on any debentures if the shelf registration statement, of which this prospectus is a part, ceases to be effective,
or we otherwise prevent or restrict holders of registrable securities from making sales under the shelf registration statement, of which
this prospectus is a part, for more than 90 days, whether or not consecutive, during any 12-month period. In either event, additional
interest accrues at a rate of 0.25% per annum to and including the 90th day after the registration default and 0.50% per annum from and
after the 91st day after the registration default until the earlier of the following:

� the time the shelf registration statement again becomes effective or the holders of registrable securities are again able to make
sales under the shelf registration statement, depending on which event triggered the increase in interest rate or

� until the earlier of (i) the date all registrable securities have been sold pursuant to the shelf registration statement or Rule 144
under the Securities Act, or any successor provision and (ii) the expiration of the holding period with respect to the registrable
securities under Rule 144(k) under the Securities Act, or any successor provision.

A holder who to sells any registrable securities pursuant to this prospectus:

� is required to be named as a selling securityholder in this prospectus or a related prospectus supplement,

� is required to deliver a prospectus to purchasers,

� may be subject to certain civil liability provisions under the Securities Act in connection with those sales and

� is bound by the provisions of the registration rights agreement that apply to a holder making such an election, including certain
indemnification provisions.
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We agreed in the registration rights agreement to use our reasonable best efforts to cause the shares of common stock issuable upon
conversion of the debentures to be listed on the New York Stock Exchange. However, if the common stock is not then listed on the New
York Stock Exchange, we will use our reasonable best efforts to cause the shares of common stock issuable upon conversion of the
debentures to be quoted or listed on whichever market or exchange the common stock is then primarily traded, upon effectiveness of the
shelf registration statement.

This summary of certain provisions of the registration rights agreement is not complete and is subject to, and qualified in its entirety by
reference to, all the provisions of the registration rights agreement, a copy of which was filed as an exhibit to the shelf registration
statement of which this prospectus is a part.
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DESCRIPTION OF CAPITAL STOCK

The following description of our capital stock, and certain provisions of our Charter and Bylaws and Maryland law is a summary only
and is subject to the complete text of our Charter and Bylaws, which we have previously filed with the SEC, and the text of the
Maryland General Corporation Law. You should read our Charter and Bylaws as currently in effect for more details regarding the
provisions we describe below and for other provisions that may be important to you. You may request copies of these documents by
writing or telephoning us at our address and telephone number shown under the caption �Where You Can Find More Information.�

Authorized Capital Stock

Under our Charter, the total number of shares of all classes of stock that we have authority to issue is 1,570,000,000 shares, of which
1,500,000,000 are shares of common stock, par value $1.00 per share, 20,000,000 are shares of series A preferred stock, par value $1.00
per share, and 50,000,000 are shares of series preferred stock, par value $1.00 per share. The authorized but unissued shares of stock
could be issued at such times and under such circumstances as to have a dilutive effect on earnings per share and on the equity
ownership of the holders of our common stock. The ability of our board of directors to issue additional shares of stock could enhance
the board�s ability to negotiate on behalf of the stockholders in a takeover situation and also could be used by the board to make a
change in control more difficult, thereby denying stockholders the potential to sell their shares at a premium and entrenching current
management.

Common Stock

The holders of our common stock have no preferences, conversion or exchange rights. Holders of our common stock are entitled to
receive such dividends as may from time to time be declared by our board of directors and to share ratably in the assets of Lockheed
Martin legally available for distribution to holders of common stock in the event of our liquidation, dissolution or winding-up. If in the
future shares of any series of our preferred stock are outstanding, depending on the terms of these shares we may not be able to pay any
dividend or make any distribution of assets on shares of our common stock until cumulative dividends on the preferred stock then
outstanding with dividend or distribution rights senior to our common stock have been paid.

The holders of our common stock are entitled to one vote per share on all matters voted on generally by the stockholders, including the
election of directors, and, except as otherwise required by law or except as provided with respect to any outstanding shares of any series
of our preferred stock, the holders of our common stock possess all voting power. Under our Charter, matters submitted to our
stockholders for a vote generally require the affirmative approval of a majority of the outstanding shares of common stock. Except in
certain instances (further described under the caption ��Maryland Anti-Takeover Provisions and Certain Anti-Takeover Effects of our
Charter and Bylaws�Effect of Certain Provisions of our Charter and Bylaws�Cumulative Voting for Directors�), our Charter does not
provide for cumulative voting for the election of directors, meaning that the holders of a majority of the shares voting for the election of
directors can elect all of the directors standing for election.

The principal transfer agent and registrar for our common stock is EquiServe Trust Company, N.A.

Preferred Stock
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Our Charter includes extensive provisions governing the rights and preferences of holders of shares of our series A preferred stock.
These shares originally were issued to the holders of shares of series A preferred stock of Martin Marietta Corporation in connection
with the merger of Martin Marietta Corporation and Lockheed Corporation in March 1995, and subsequently were repurchased by us.
While no shares of our series A preferred stock are currently issued and outstanding and our board of directors has no present intent to
issue shares of
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series A preferred stock, in the event such shares were issued, the rights of holders of our common stock could be adversely affected.
For an explanation of the rights of holders of series A preferred stock, you may request a copy of our Charter by contacting us as
provided under the caption �Where You Can Find More Information.�

In addition to the series A preferred stock, our board of directors has the authority under Maryland law and our Charter, without
stockholder approval, to issue shares of preferred stock in one or more series or classes and to fix for each such series or class the
preferences, conversion or other rights, voting powers, restrictions, limitations as to dividends, qualifications or terms or conditions of
redemption. The board could authorize the issuance of shares of preferred stock with terms and conditions that could discourage a
takeover or other transaction that holders of some or a majority of shares of common stock might believe to be in their best interests or
in which such holders might receive a premium for their shares of stock over the then market price of such shares.

The issuance of preferred stock, while providing desired flexibility in connection with possible acquisitions, financing transactions and
for other corporate purposes, could adversely affect the voting power of holders of our common stock. It also could affect the likelihood
that holders of our common stock will receive dividend payments or payments upon liquidation.

As of the date hereof, no shares of series A preferred stock or any other series of preferred stock are outstanding and our board has no
present intent to issue any shares of series A preferred stock or any other series of preferred stock.

Preemptive Rights

No holder of any shares of any class of stock of Lockheed Martin has any preemptive or preferential right to acquire or subscribe for
any unissued shares of any class of stock or any authorized securities convertible into or carrying any right, option or warrant to
subscribe for or acquire shares of any class of stock.

Amendment of our Bylaws

Under Maryland law, the power to adopt, amend or repeal bylaws is conferred upon the stockholders except to the extent the charter or
bylaws vest the power in the board of directors. Our Charter grants our board of directors the power to make and adopt, or to amend,
rescind, alter or repeal, any of our Bylaws at any regular or special meeting of the board or by unanimous written consent and our
Bylaws grant our board the exclusive power to take such actions.

Limitation of Liability of Officers and Directors; Indemnification

Our Charter provides that to the maximum extent Maryland law in effect from time to time permits limitation of liability of directors
and officers, none of our directors or officers shall be liable to Lockheed Martin or its stockholders for money damages.
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Our Bylaws require us to indemnify our directors, officers and employees to the fullest extent permitted from time to time by applicable
law. Such indemnification shall be against all liability and loss suffered and expenses actually and reasonably incurred by the
indemnified party in connection with a proceeding, provided the indemnified party satisfied the standards of care set forth in the
Maryland General Corporation Law and provided, further, that we are not required to indemnify a person in connection with an action,
suit or proceeding initiated by such person unless the action, suit or proceeding was authorized by our board of directors. Maryland law
permits a corporation to indemnify its directors, officers, employees and agents against judgments, penalties, fines, settlements and
reasonable expenses (including attorneys� fees) actually incurred in connection with any proceeding to which they may be made a party
by reason of their service to or at the request of the corporation, unless it is established that (i) the act or omission of the indemnified
party was material to the matter giving rise
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to the proceeding and the act or omission was committed in bad faith or was the result of active and deliberate dishonesty, (ii) the
indemnified party actually received an improper personal benefit in money, property or services or (iii) in the case of any criminal
proceeding, the indemnified party had reasonable cause to believe that the act or omission was unlawful. Under Maryland law,
indemnification for expenses is mandatory if the indemnified party has been successful on the merits or otherwise in the defense of any
proceeding unless such indemnification is not otherwise permitted as provided in the preceding sentence. In addition to the foregoing, a
court of competent jurisdiction, under certain circumstances, may order indemnification of expenses if it determines that the
indemnified party is fairly and reasonably entitled to indemnification in view of all the relevant circumstances. A director, officer or
employee may not be indemnified if the proceeding was an action by or in the right of the corporation and the indemnified party was
adjudged to be liable to the company, or the proceeding involved a determination that the indemnified party received an improper
personal benefit.

Maryland law allows and our Bylaws require us to pay or reimburse reasonable expenses in advance of a final disposition of a
proceeding for which indemnification may be sought if the individual seeking indemnification affirms in writing their good faith belief
they satisfied the applicable standard of conduct and undertakes in writing to repay any such advances if it is ultimately determined that
the standard of conduct was not satisfied.

Maryland Anti-Takeover Provisions and Certain Anti-Takeover Effects of our Charter and Bylaws

Business Combinations

Under the Maryland General Corporation Law, some business combinations, including a merger, consolidation, share exchange or, in
some circumstances, an asset transfer or issuance or reclassification of equity securities, are prohibited for a period of time and require
an extraordinary vote. These transactions include those between a Maryland corporation and the following persons (a �Specified Person�):

� an interested stockholder, which is defined as any person (other than a subsidiary) who beneficially owns 10% or more of the
corporation�s voting stock, or who is an affiliate or an associate of the corporation who, at any time within a two-year period
prior to the transaction, was the beneficial owner of 10% or more of the voting power of the corporation�s voting stock or

� an affiliate of an interested stockholder.

A person is not an interested stockholder if the board of directors approved in advance the transaction by which the person otherwise
would have become an interested stockholder. The board of directors of a Maryland corporation also may exempt a person from these
business combination restrictions prior to the time the person becomes a Specified Person and may provide that its exemption is subject
to compliance with any terms and conditions determined by the board of directors. Transactions between a corporation and a Specified
Person are prohibited for five years after the most recent date on which such stockholder becomes a Specified Person. After five years,
any business combination must be recommended by the board of directors of the corporation and approved by at least 80% of the votes
entitled to be cast by holders of voting stock of the corporation and two-thirds of the votes entitled to be cast by holders of shares other
than voting stock held by the Specified Person with whom the business combination is to be effected, unless the corporation�s
stockholders receive a minimum price as defined by Maryland law and other conditions under Maryland law are satisfied.

A Maryland corporation may elect not to be governed by these provisions by having its board of directors exempt various Specified
Persons, by including a provision in its charter expressly electing not to be governed by the applicable provision of Maryland law or by
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stock of the corporation and two-thirds of the votes entitled to be cast by holders of shares other than those held by any Specified
Person. Our Charter does not include any provision opting out of these business combination provisions.
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In addition to the provisions of the Maryland General Corporation Law governing business combinations, our Charter includes a
separate provision requiring that any business combination involving a Related Person (as defined in our Charter) must be approved by
at least (i) 80% of the outstanding shares of voting stock and (ii) 67% of the outstanding shares of voting stock not owned by the
Related Person. This provision does not apply to a business combination approved by a two-thirds vote of the directors in office prior to
the time a Related Person becomes a Related Person (and certain other directors designated from time to time as �Continuing Directors�)
or if the consideration received by the stockholders other than the Related Person is not less than the highest price per share paid by the
Related Person, and a proxy statement complying with the regulations of the Exchange Act shall have been sent to all stockholders in
connection with the transaction. Under our Charter, this provision may be amended only by the same two supermajority votes required
for approval of a business combination (unless such amendment is recommended by two-thirds of the Continuing Directors). Our
Charter�s definition of Related Person includes the following persons: any individual, corporation, partnership or other person or entity
which beneficially owns 10% or more of the outstanding shares of any class of the corporation�s voting stock and any affiliate or
associate of such person.

Control Share Acquisitions

The Maryland General Corporation Law also prevents, subject to exceptions, an acquiror who acquires sufficient shares to exercise
specified percentages of voting power of a corporation from having any voting rights except to the extent approved by two-thirds of the
votes entitled to be cast on the matter not including shares of stock owned by the acquiring person, any directors who are employees of
the corporation and any officers of the corporation. These provisions are referred to as the control share acquisition statute.

The control share acquisition statute does not apply to shares acquired in a merger, consolidation or share exchange if the corporation is
a party to the transaction, or to acquisitions approved or exempted prior to the acquisition by a provision contained in the corporation�s
charter or bylaws. Our Bylaws include a provision exempting Lockheed Martin from the restrictions of the control share acquisition
statute, but this provision could be amended or rescinded either before or after a person acquired control shares. As a result, the control
share acquisition statute could discourage offers to acquire Lockheed Martin stock and could increase the difficulty of completing an
offer.

Board of Directors

The Maryland General Corporation Law provides that a Maryland corporation which is subject to the Exchange Act and has at least
three outside directors (who are not affiliated with an acquirer of the company) under certain circumstances may elect by resolution of
the board of directors or by amendment of its charter or bylaws to be subject to statutory corporate governance provisions that may be
inconsistent with the corporation�s charter and bylaws. Under these provisions, a board of directors may divide itself into three separate
classes without the vote of stockholders such that only one-third of the directors are elected each year. A board of directors classified in
this manner cannot be altered by amendment to the charter of the corporation. Further, the board of directors may, by electing to be
covered by the applicable statutory provisions and notwithstanding the corporation�s charter or bylaws:

� provide that a special meeting of stockholders will be called only at the request of stockholders entitled to cast at least a
majority of the votes entitled to be cast at the meeting,

� reserve for itself the right to fix the number of directors,

Edgar Filing: ChemoCentryx, Inc. - Form SC 13G

Table of Contents 66



� provide that a director may be removed only by the vote of at least two-thirds of the votes entitled to be cast generally in the
election of directors and

� retain for itself sole authority to fill vacancies created by an increase in the size of the board or the death, removal or
resignation of a director.
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In addition, a director elected to fill a vacancy under these provisions serves for the balance of the unexpired term instead of until the
next annual meeting of stockholders. A board of directors may implement all or any of these provisions without amending the charter or
bylaws and without stockholder approval. Although a corporation may be prohibited by its charter or by resolution of its board of
directors from electing any of the provisions of the statute, we have not adopted such a prohibition. If our board chose to implement
these provisions, it could discourage offers to acquire Lockheed Martin stock and could increase the difficulty of completing an offer to
acquire our stock.

Effect of Certain Provisions of our Charter and Bylaws

In addition to the Charter and Bylaws provisions discussed above, certain other provisions of our Charter and Bylaws may have the
effect of impeding the acquisition of control of Lockheed Martin by means of a tender offer, proxy fight, open market purchases or
otherwise in a transaction not approved by our board of directors. These provisions of our Charter and Bylaws are intended to reduce
our vulnerability to an unsolicited proposal for the restructuring or sale of all or substantially all of our assets or an unsolicited takeover
attempt which does not provide that all of our outstanding shares will be acquired or which our board believes is otherwise unfair to our
stockholders. These provisions, however, also could have the effect of delaying, deterring or preventing a change in control of
Lockheed Martin.

Removal of Directors. Our Charter provides that a director may be removed by the stockholders only for cause and only by the
affirmative vote of at least 80% of the votes entitled to be cast in the election of directors. This provision precludes stockholders from
removing incumbent directors and filling the vacancies created by such removal with their own nominees except upon a substantial
affirmative vote. This provision may be amended or repealed only by the affirmative vote of at least 80% of the votes entitled to be cast
in the election of directors.

Prohibition on Repurchase of Stock at a Premium; Transactions with Interested Stockholders. Our Charter contains provisions
requiring that the following transactions with an Interested Stockholder (as defined in our Charter, including any person who is the
beneficial owner of 5% or more of outstanding shares of voting stock) first be approved by the affirmative vote of holders of a majority
of outstanding shares of voting stock not owned by the Interested Stockholder:

� any purchase by Lockheed Martin of shares of voting stock from an Interested Stockholder where the shares were beneficially
owned for less than two years, other than pursuant to an offer to holders of all the outstanding shares of the same class, at a
price in excess of the market price of the stock,

� any merger or consolidation of Lockheed Martin (or any of our subsidiaries) with an Interested Stockholder or an affiliate of
an Interested Stockholder,

� any sale, lease, exchange, mortgage, pledge, transfer or other disposition to an Interested Stockholder or an affiliate of an
Interested Stockholder of assets of Lockheed Martin (or any of our subsidiaries) having an aggregate fair market value of
$10,000,000 or more,

� the issuance or transfer by Lockheed Martin (or any of our subsidiaries) of any capital stock of Lockheed Martin (or any
subsidiary) having an aggregate fair market value of $10,000,000 or more to an Interested Stockholder or an affiliate of an
Interested Stockholder,
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� the adoption of any plan for the liquidation or dissolution of Lockheed Martin proposed by or on behalf of an Interested
Stockholder or an affiliate of an Interested Stockholder or

� any reclassification of securities or other transaction with the effect of increasing the proportionate share of outstanding equity
or convertible securities of Lockheed Martin (or any of our subsidiaries) owned by an Interested Stockholder or an affiliate of
an Interested Stockholder.
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Under our Charter, these provisions are subject to certain exceptions, but may be amended or repealed only by the affirmative vote of at
least 80% of the votes entitled to be cast by the holders of outstanding shares of voting stock.

Cumulative Voting for Directors. Our Charter provides that if any person (other than Lockheed Martin, any of our subsidiaries and
certain employee benefit plans) beneficially owns voting stock representing 40% or more of the votes entitled to be cast by all the
holders of outstanding shares of voting stock, (i) the directors of Lockheed Martin will be elected by cumulative voting and (ii) one or
more candidates may be nominated by certain disinterested directors or by any beneficial owner of voting stock having an aggregate
market value of $250,000 or more. Under our Charter, this provision may be amended or repealed only by the affirmative vote of at
least 80% of the votes entitled to be cast by holders of outstanding shares of voting stock.

Stockholder Meetings; Advance Notice of Director Nominations and New Business. Our Bylaws provide that with respect to annual
meetings of stockholders, (i) nominations of individuals for election to our board of directors and (ii) the proposal of business to be
considered by stockholders may be made only:

� pursuant to Lockheed Martin�s notice of the meeting,

� by or at the direction of our board of directors or

� by a stockholder who is entitled to vote at the meeting and has complied with the advance notice procedures set forth in our
Bylaws.

Special meetings of stockholders may be called only by the chairman of the board, the chief executive officer, the board of directors, the
executive committee of the board or the secretary of Lockheed Martin (upon the written request of the holders of a majority of the
shares entitled to vote). At a special meeting of stockholders, the only business that may be conducted is the business specified in
Lockheed Martin�s notice of meeting. With respect to nominations of persons for election to our board of directors, nominations may be
made at a special meeting of stockholders only:

� pursuant to Lockheed Martin�s notice of meeting,

� by or at the direction of our board of directors or

� if our board of directors has determined that directors will be elected at the special meeting, by a stockholder who is
entitled to vote at the meeting and has complied with the advance notice procedures set forth in our Bylaws.

These procedures may limit the ability of stockholders to bring business before a stockholders meeting, including the nomination of
directors and the consideration of any transaction that could result in a change in control and that may result in a premium to our
stockholders.
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MATERIAL UNITED STATES FEDERAL INCOME TAX CONSIDERATIONS

The following is a summary of the material U.S. federal income tax considerations relating to the purchase, ownership and disposition
of the debentures, and where noted, our common stock, as of the date of this prospectus. This summary applies only to a holder who
holds the debentures or common stock as a capital asset. This summary does not discuss any state, local or foreign tax consequences,
nor does it deal with holders who may be subject to special treatment for U.S. federal income tax purposes. For example, this summary
does not address:

� tax consequences to holders who are dealers in securities or currencies, traders in securities that elect to use the
mark-to-market method of accounting for their securities, financial institutions, regulated investment companies, real estate
investment trusts, tax-exempt entities or insurance companies,

� tax consequences to persons holding the debentures as part of a hedging, integrated, constructive sale or conversion
transaction, or a straddle,

� tax consequences to holders of the debentures whose �functional currency� is not the U.S. dollar or

� alternative minimum tax consequences, if any.

The discussion below is based upon the provisions of the Internal Revenue Code of 1986, as amended (the �Code�), and regulations,
rulings and judicial decisions as of the date of this prospectus. Those authorities may be changed, perhaps retroactively, so as to result
in U.S. federal income tax considerations different from those discussed below.

If a partnership holds the debentures, the tax treatment of a partner will generally depend upon the status of the partner and the activities
of the partnership. If you are a partner in a partnership holding the debentures, you should consult your own tax advisor.

No rulings have been sought or are expected to be sought from the Internal Revenue Service (the �IRS�) with respect to any of the U.S.
federal income tax considerations discussed below. As a result, we cannot assure you that the IRS will agree with the tax
characterizations and the tax consequences described below.

If you are considering purchasing the debentures, you should consult your own tax advisor concerning the U.S. federal income
and estate tax consequences in light of your particular situation and any consequences arising under the laws of any other
taxing jurisdiction.

Classification of the Debentures
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Under the indenture governing the debentures, we have agreed, and, by acceptance of a beneficial interest in a debenture, each holder of
a debenture will be deemed to have agreed, to treat the debentures as indebtedness for U.S. federal income tax purposes that is subject
to the regulations governing contingent payment debt instruments (the �Contingent Debt Regulations�). In addition, pursuant to the terms
of the indenture, we have agreed and each holder will be deemed to have agreed (in the absence of an administrative determination or
judicial ruling to the contrary) to be bound by our application of the Contingent Debt Regulations to the debentures, including our
determination of the projected payment schedule (as described below) and the comparable yield, which is the rate at which interest will
be deemed to accrue on the debentures for U.S. federal income tax purposes (as described below).

In Revenue Ruling 2002-31, the IRS addressed the U.S. federal income tax classification and treatment of instruments similar, although
not identical, to the debentures, and concluded that the instruments addressed in that published ruling were subject to the Contingent
Debt Regulations. However, the applicability of Revenue Ruling 2002-31 to any particular instruments, such as the debentures, is
uncertain. No
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rulings have been sought from the IRS with respect to any of the tax consequences discussed below. Accordingly, no assurance can be
given that the IRS will agree with the treatment described herein. Any differing treatment could significantly affect the amount, timing
and character of income, gain or loss recognized in respect of an investment in the debentures. In particular, a holder might be required
to accrue interest income at a different rate, might not recognize income, gain or loss upon conversion of the debentures into common
stock and might recognize capital gain or loss upon a taxable disposition of its debentures. Holders should consult their own tax
advisors concerning the tax consequences to them of investing in the debentures.

The remainder of this discussion assumes that the debentures will be treated as indebtedness subject to the Contingent Debt Regulations
and does not address any possible differing treatments of the debentures.

U.S. Holders

The following discussion is a summary of certain U.S. federal income tax considerations that will apply to you if you are a U.S. holder
of debentures or shares of our common stock.

For purposes of this discussion, a U.S. holder is a beneficial owner of a debenture or common stock that is for U.S. federal income tax
purposes:

� a citizen or resident of the United States,

� a corporation created or organized in or under the laws of the United States or any political subdivision of the United States,

� an estate the income of which is subject to U.S. federal income taxation regardless of its source or

� a trust that (1) is subject to the primary supervision of a court within the United States and one or more U.S. persons has
authority to control all substantial decisions of the trust or (2) has a valid election in effect under applicable U.S. Treasury
regulations to be treated as a U.S. person.

Accrual of Interest

Under the Contingent Debt Regulations, actual cash payments on the debentures, including payments of contingent interest, if any, will
not be reported separately as taxable income, but will be taken into account under such regulations. As discussed more fully below, the
effect of these Contingent Debt Regulations will be to:

� require you, regardless of your usual method of tax accounting, to use the accrual method with respect to the debentures,

Edgar Filing: ChemoCentryx, Inc. - Form SC 13G

Table of Contents 74



� require you to accrue interest income at the comparable yield (as described below), which is likely to be substantially in excess
of interest payments actually received by you and

� generally result in ordinary rather than capital treatment of any gain, and to some extent loss, on the sale, exchange,
conversion, redemption or repurchase of the debentures.

You will be required to accrue an amount of interest income for U.S. federal income tax purposes for each accrual period prior to and
including the maturity date of the debentures that equals:

� the product of (i) the adjusted issue price (as defined below) of the debentures as of the beginning of the accrual period and (ii)
the comparable yield to maturity (as defined below) of the debentures, adjusted for the length of the accrual period,

� divided by the number of days in the accrual period and

� multiplied by the number of days during the accrual period that you held the debentures.

The issue price of each debenture is the first price at which a substantial amount of the debentures was sold to persons other than bond
houses, brokers or similar persons or organizations acting in the capacity of
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underwriters, placement agents or wholesalers. The adjusted issue price of a debenture is its issue price increased by any interest income
previously accrued, determined without regard to any adjustments to interest accruals (as described below), and decreased by the
amount of any projected payments previously made with respect to the debentures.

Under the Contingent Debt Regulations, you will be required to include interest in income each year, regardless of your usual method of
tax accounting, based on the comparable yield of the debentures. The comparable yield of the debentures is determined based on the
rate, as of the initial issue date, at which we would issue a fixed rate nonconvertible debt instrument with no contingent payments but
with terms and conditions otherwise similar to the debentures. Accordingly, at the time the debentures were issued we determined the
comparable yield to be an annual rate of 6.52%, compounded quarterly.

Solely for purposes of determining the amount of interest income that you will be required to accrue, at the time the debentures were
issued we were required to construct a �projected payment schedule� that estimates the amount and timing of interest payments and
payments upon maturity on the debentures (taking into account the fair market value of the common stock that might be paid upon a
conversion of the debentures). You may obtain the projected payment schedule by submitting a written request for it to us at the address
set forth in �Where You Can Find More Information.� For U.S. federal income tax purposes, you generally must use the comparable yield
and the schedule of projected payments in determining your interest accruals, and the adjustments thereto described below, in respect of
the debentures.

The comparable yield and the projected payment schedule are not provided for any purpose other than the determination of
your interest accruals and adjustments thereof in respect of the debentures and do not constitute a projection or representation
regarding the actual amount of the payments on a debenture.

Adjustments to Interest Accruals on the Debentures

If the actual payments made on the debentures differ from the projected payments, adjustments will be made for the difference. If,
during any taxable year, you receive actual payments with respect to the debentures for that taxable year that in the aggregate exceed the
total amount of projected payments for the taxable year, you will incur a �positive adjustment� equal to the amount of such excess. The
positive adjustment will be treated as additional interest income for that taxable year. For these purposes, the payments in a taxable year
include the fair market value of property received in that year. If, during any taxable year, you receive actual payments with respect to
the debentures that in the aggregate are less than the total amount of the corresponding projected payments for that taxable year, you
will incur a �negative adjustment� equal to the amount of such deficit. A negative adjustment will be treated as follows:

� first, it will reduce the amount of interest that you would otherwise be required to include in your income with respect to the
debentures in the taxable year,

� second, to the extent of any excess, it will be treated as ordinary loss in an amount not to exceed the excess of (A) the amount
of your total prior interest inclusions with respect to the debentures over (B) the total amount of net negative adjustments
treated as ordinary loss on the debentures in prior taxable years and

� third, to the extent any portion of the negative adjustment remains, it will be carried forward and treated as a negative
adjustment in the succeeding taxable year.
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Net negative adjustments are not subject to the two-percent floor limitation imposed on miscellaneous itemized deductions under
Section 67 of the Code.

If you purchase a debenture from an existing holder at a discount or a premium to the adjusted issue price of the debenture, the rules for
accrual of premium or discount will generally not apply. Instead, the discount (if any)
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will be treated as a positive adjustment and the premium (if any) will be treated as a negative adjustment. You must reasonably allocate
the positive or negative adjustment to accruals of interest income or projected payments over the remaining term of the debenture.
Holders should consult their own tax advisors regarding those allocations.

Sale, Exchange, Conversion, Redemption or Repurchase

Upon the sale, exchange, conversion, redemption or repurchase of a debenture, you will recognize gain or loss equal to the difference
between your amount realized (including the amount of cash and the fair market value of our common stock received, if any) and your
adjusted tax basis in the debentures. Any gain you recognize generally will be treated as ordinary interest income. Any loss you
recognize will be treated as ordinary loss to the extent of your prior net interest inclusions with respect to the debentures. Any loss in
excess of that amount will be treated as capital loss, which will be long-term capital loss if you held the debentures for more than one
year. The deductibility of capital losses is subject to limitations.

Special rules apply in determining the tax basis of a debenture. Your basis in a debenture is generally increased by interest you
previously accrued on the debentures (before taking into account any adjustments) and reduced by the amount of any projected
payments previously made on the debentures. Your basis also will be increased by the amount of any dividend you are deemed to
receive as a result of an adjustment to the conversion rate on the debentures. See �Constructive Distributions� below.

Your tax basis in common stock received upon conversion of a debenture will equal the then current fair market value of that common
stock. Your holding period for the common stock received will commence on the day after the date of conversion.

Constructive Distributions

The conversion price of the debentures will be adjusted in certain circumstances. Under Section 305(c) of the Code, adjustments (or
failures to make adjustments) that have the effect of increasing your proportionate interest in our assets or earnings may in some
circumstances result in a deemed distribution to you. Any deemed distributions will be taxable as a dividend, return of capital or capital
gain in accordance with the rules governing corporate distributions. You should carefully review the conversion rate adjustment
provisions and consult your own tax advisor with respect to the tax consequences of any such adjustment.

Distributions on Common Stock

In general, distributions with respect to our common stock received upon the conversion of a debenture will constitute dividends to the
extent made out of our current or accumulated earnings and profits, as determined under U.S. federal income tax principles. If a
distribution exceeds our current and accumulated earnings and profits, the excess will be treated as a non-taxable return of capital to the
extent of a U.S. holder�s basis in our common stock and thereafter as capital gain. Dividends received by a corporate U.S. holder will be
eligible for the dividends-received deduction if the holder meets certain holding period and other applicable requirements. Dividends
received by a non-corporate U.S. holder will qualify through 2008 for taxation at reduced rates if the holder meets certain holding
period and other applicable requirements.
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Sale or Other Disposition of Common Stock

A U.S. holder will recognize capital gain or loss on the sale or other disposition of common stock received upon the conversion of a
debenture equal to the difference between the amount realized and the holder�s tax basis in the common stock. Capital gain of a
non-corporate U.S. holder is eligible to be taxed at reduced rates where the property is held for more than one year. The deductibility of
capital losses is subject to limitations.
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Non-U.S. Holders

The following is a summary of the U.S. federal tax consequences that will apply to you if you are a non-U.S. holder of debentures or
shares of common stock. The term �non-U.S. holder� means a beneficial owner of a debenture or share of common stock that is not a
United States person for U.S. federal income tax purposes.

Special rules may apply to certain non-U.S. holders such as �controlled foreign corporations,� �passive foreign investment companies,�
�foreign personal holding companies,� corporations that accumulate earnings to avoid federal income tax or, in certain circumstances,
individuals who are U.S. expatriates. Such non-U.S. holders should consult their own tax advisors to determine the U.S. federal, state,
local and other tax consequences that may be relevant to them.

Payments with Respect to the Debentures

Subject to the discussion below under ��Constructive Dividends,� if you are a non-U.S. holder, all payments made to you on the
debentures, and any gain realized on a sale, exchange, conversion, redemption or repurchase of the debentures, will be exempt from the
30% U.S. federal withholding tax, provided that:

� you do not actually or constructively own 10% or more of the total combined voting power of all classes of our stock that are
entitled to vote,

� you are not a controlled foreign corporation that is related to us through stock ownership,

� you are not a bank whose receipt of interest on a debenture is described in Section 881(c)(3)(A) of the Code,

� (a) you provide your name and address, and certify, under penalties of perjury, that you are not a U.S. person
(which certification may be made on an IRS Form W-8BEN (or successor form)) or (b) you hold your debentures
through certain foreign intermediaries and you satisfy the certification requirements of applicable Treasury
regulations. Special certification rules apply to holders that are pass-through entities and

� in the case of a sale, exchange, conversion, redemption or repurchase of the debentures,

� we are not, and have not been within the shorter of the five-year period preceding such sale, exchange, conversion,
redemption or repurchase and the period during which the non-U.S. holder held the notes, a �U.S. real property holding
corporation� and

� if you are an individual non-U.S. holder, you are present in the United States for less than 183 days in the taxable year of
disposition (or are present in the United States for 183 days or more in the taxable year of disposition and certain other
conditions are not met).
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We believe that we are not, and do not anticipate becoming, a �U.S. real property holding corporation� for U.S. federal income tax
purposes.

If you cannot satisfy the requirements described above, payments of interest will be subject to the 30% U.S. federal withholding tax,
unless you provide us with a properly executed (1) IRS Form W-8BEN (or successor form) claiming an exemption from or reduction in
withholding under the benefit of an applicable tax treaty or (2) IRS Form W-8ECI (or successor form) stating that interest paid on the
debentures is not subject to withholding tax because it is effectively connected with your conduct of a trade or business in the United
States.
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If you are engaged in a trade or business in the United States and interest on a debenture is effectively connected with the conduct of
that trade or business (and, where a tax treaty applies, is attributable to a U.S. permanent establishment), you will be subject to U.S.
federal income tax (but not the 30% withholding tax if you provide a Form W-8ECI as described above) on that interest on a net income
basis in the same manner as if you were a U.S. person as defined under the Code. In addition, if you are a foreign corporation, you may
be subject to a �branch profits tax� equal to 30% (or lower applicable treaty rate) of your earnings and profits for the taxable year, subject
to adjustments, that are effectively connected with your conduct of a trade or business in the United States. For this purpose, interest
will be included in the earnings and profits of such foreign corporation.

Payments on Common Stock

Any dividends paid to a non-U.S. holder with respect to the shares of common stock will be subject to withholding tax at a 30% rate or
such lower rate as may be specified by an applicable income tax treaty. However, dividends that are effectively connected with the
conduct of a trade or business within the United States and, where a tax treaty applies, are attributable to a U.S. permanent
establishment, are not subject to the withholding tax, but instead are subject to U.S. federal income tax on a net income basis at
applicable individual or corporate rates. Certain certification and disclosure requirements must be complied with in order for effectively
connected income to be exempt from withholding. Any such effectively connected dividends received by a foreign corporation may,
under certain circumstances, be subject to an additional �branch profits tax� at a 30% rate or such lower rate as may be specified by an
applicable income tax treaty.

A non-U.S. holder of shares of common stock who wishes to claim the benefit of an applicable treaty rate is required to satisfy
applicable certification and other requirements. If you are eligible for a reduced rate of U.S. withholding tax pursuant to an income tax
treaty, you may obtain a refund of any excess amounts withheld by filing an appropriate claim for refund with the IRS.

Constructive Dividends

Under certain circumstances, a non-U.S. holder may be deemed to have received a constructive dividend, see �U.S. Holders�Constructive
Distributions� above, subject to withholding tax at a 30% rate or such lower rate as may be specified by an applicable income tax treaty.
A non-U.S. holder who wishes to claim the benefit of an applicable treaty rate is required to satisfy applicable certification and other
requirements. It is possible that U.S. federal tax on the constructive dividend would be withheld from interest paid to the non-U.S.
holder of the debentures. A non-U.S. holder who is subject to withholding tax under such circumstances should consult its own tax
advisor as to whether it can obtain a refund for all or a portion of the withholding tax.

Sale, Exchange or Redemption of Shares of Common Stock

Any gain that a non-U.S. holder realizes upon the sale, exchange, redemption or other disposition of a share of common stock generally
will not be subject to U.S. federal income tax unless:

� that gain is effectively connected with your conduct of a trade or business in the United States and, where a tax treaty applies,
is attributable to a U.S. permanent establishment,
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� you are an individual who is present in the United States for 183 days or more in the taxable year of that disposition and
certain other conditions are met or

� we are or have been a �U.S. real property holding corporation� for U.S. federal income tax purposes.

An individual non-U.S. holder who realizes gain described in the first bullet point above will be subject to U.S. federal income tax on
the net gain derived. An individual non-U.S. holder described in the second bullet point above will be subject to a flat 30% U.S. federal
income tax on the gain derived, which may be offset by U.S. source capital losses, even though the holder is not considered a resident of
the United States. A non-U.S.
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holder that is a foreign corporation and that realizes gain described in the first bullet point above will be subject to tax on the gain at
regular graduated U.S. federal income tax rates and, in addition, may be subject to a �branch profits tax� at a 30% rate or a lower rate if so
specified by an applicable income tax treaty.

We believe that we are not, and do not anticipate becoming, a �U.S. real property holding corporation� for U.S. federal income tax
purposes.

U.S. Federal Estate Tax

If you are a non-U.S. holder, the U.S. federal estate tax will not apply to debentures owned by you at the time of your death, provided
that (1) you do not own 10% or more of the total combined voting power of all classes of our voting stock (within the meaning of the
Code and the U.S. Treasury regulations) and (2) interest on the debentures would not have been, if received at the time of your death,
effectively connected with your conduct of a trade or business in the United States. However, shares of our common stock held by you
at the time of your death will be included in your gross estate for U.S. federal estate tax purposes unless an applicable estate tax treaty
provides otherwise.

Backup Withholding and Information Reporting

If you are a U.S. holder of debentures or common stock, information reporting requirements will generally apply to all payments we
make to you and the proceeds from a sale of a debenture or share of common stock made to you, unless you are an exempt recipient
such as a corporation. In addition, backup withholding tax will apply to those payments if you fail to provide a taxpayer identification
number, or a certification of exempt status, or if you fail to report in full interest and dividend income.

In general, if you are a non-U.S. holder you will not be subject to backup withholding and information reporting with respect to
payments that we make to you provided that we do not have actual knowledge or reason to know that you are a U.S. person and you
have given us the certification described above under �Non-U.S. Holders�Payments With Respect to the Debentures.�

In addition, if you are a non-U.S. holder you will not be subject to backup withholding or information reporting with respect to the
proceeds of the sale of a debenture or share of common stock within the United States or conducted through certain U.S.-related
financial intermediaries, if the payor receives the certification described above under �Non-U.S. Holders�Payments With Respect to the
Debentures� and does not have actual knowledge that you are a U.S. person, as defined under the Code, or you otherwise establish an
exemption.

Any amounts withheld under the backup withholding rules will be allowed as a refund or a credit against your U.S. federal income tax
liability provided the required information is timely furnished to the IRS.
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SELLING SECURITYHOLDERS

We originally issued the debentures on August 13, 2003. The debentures were resold by the initial purchasers to qualified institutional
buyers under Rule 144A under the Securities Act. Selling securityholders, including their transferees, pledgees, donees or their
successors, may offer and sell the debentures and the underlying common stock pursuant to this prospectus.

The following table sets forth information about the principal amount of debentures and the underlying common stock beneficially
owned by each selling securityholder that may be offered using this prospectus based on information provided to us by securityholders
prior to the date of this prospectus.

Name

Principal
Amount of
Debentures
Beneficially
Owned and

Offered

Shares of
Common Stock

Beneficially
Owned Upon
Conversion of
Debentures (1)

Common Stock
Offered Upon
Conversion of
Debentures (1)

Debentures
Owned After
Completion

of Offering (2)

Common Stock
Owned After

Completion of
Offering (2)

AG Domestic Convertibles, L.P. 3,875,000 51,663 51,663 �  �  
AG Offshore Convertibles, LTD 6,125,000 81,662 81,662 �  �  
AM Investment D Fund (QP) LP 1,650,000 21,998 21,998 �  �  
AM Investment E Fund LTD 9,450,000 125,993 125,993 �  �  
American Investors Life Insurance Co. 900,000 11,999 11,999 �  �  
AmerUS Life Insurance Co. 2,000,000 26,665 26,665 �  �  
Argent Classic Convertible Arbitrage
Fund (Bermuda) Ltd. 1,520,000 20,265 20,265 �  �  
Argent Classic Convertible Arbitrage
Fund L.P. 860,000 11,466 11,466 �  �  
Argent Classic Convertible Arbitrage
Fund II, L.P. 500,000 6,666 6,666 �  �  
Argent LowLev Convertible Arbitrage
Fund, LLC 3,641,000 140,125 140,125 �  �  
Argent LowLev Convertible Arbitrage
Fund Ltd. 10,510,000 48,543 48,543 �  �  
Argent LowLev Convertible Arbitrage
Fund II, LLC 559,000 7,452 7,452 �  �  
Banc of America Securities LLC 1,800,000 23,998 23,998 �  �  
Bankers Life Insurance Company of
New York 100,000 1,333 1,333 �  �  
Bear Stearns & Co. Inc. 13,750,000 183,323 183,323 �  �  
Bear Stearns International Limited
(BSIL) 20,000,000 266,652 266,652 �  �  
BNP Paribas Arbitrage 19,000,000 253,319 253,319 �  �  
CC Convertible Arbitrage Ltd 2,500,000 33,331 33,331
Century Park Trust 2,500,000 33,331 33,331 �  �  
CFFX, LLC 1,500,000 19,998 19,998 �  �  
Cheyne Fund LP 837,000 11,159 11,159 �  �  
Cheyne Leveraged Fund LP 518,000 6,906 6,906 �  �  
CIP Limited Duration Company 94,000 1,253 1,253 �  �  
Citigroup Global Markets 13,355,000 178,056 178,056 �  �  
Class C Trading Company Ltd. 2,400,000 31,998 31,998 �  �  
CNH CA Master Account, L.P. 2,500,000 33,331 33,331 �  �  
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The Coast Fund, LP 3,500,000 46,664 46,664 �  �  
Credit Lyonnais Securities, Inc. 39,000,000 519,971 519,971 �  �  
Credit Industriel d�Alsace et de
Lorraine 15,000,000 199,989 199,989 �  �  
Credit Suisse First Boston LLC 4,000,000 53,330 53,330 �  �  
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Name

Principal
Amount of
Debentures
Beneficially
Owned and

Offered

Shares of
Common Stock

Beneficially
Owned Upon
Conversion of
Debentures (1)

Common Stock
Offered Upon
Conversion of
Debentures (1)

Debentures
Owned After
Completion

of Offering (2)

Common Stock
Owned After

Completion of
Offering (2)

Credit Suisse First Boston Europe
Limited 5,000,000 66,663 66,663 �  �  
Credit Suisse First Boston International 10,000,000 133,326 133,326 �  �  
CS Alternative Strategy Limited 51,000 679 679 �  �  
D E Shaw Investment Group, L.P. 5,000,000 66,663 66,663 �  �  
D E Shaw Valence Portfolios, L.P. 20,000,000 266,652 266,652 �  �  
Deephaven Domestic Convertible
Trading LTD 22,140,000 253,319 253,319 �  �  
Deutsche Bank AG London 19,000,000 295,183 295,183 �  �  
DKR SoundShore Oasis Holding Fund
Ltd. 5,000,000 66,663 66,663 �  �  
DKR SoundShore Strategic Holding
Fund Ltd. 5,000,000 66,663 66,663 �  �  
Dodeca Fund, L.P. 2,450,000 32,664 32,664 �  �  
Exis Differential Holdings Ltd. 2,000,000 26,665 26,665 �  �  
FrontPoint Convertible Arbitrage Fund,
L.P. 2,500,000 33,331 33,331 �  �  
Gaia Offshore Master Fund LTD 7,700,000 102,661 102,661 �  �  
Geode US Convertible Arbitrage Fund, a
series of Geode Investors, LLC 4,000,000 53,330 53,330 �  �  
Global Bermuda Limited Partnership 3,000,000 39,997 39,997 �  �  
Goldman Sachs & Co. 5,160,000 383,099 68,796 �  314,303
Goldman Sachs International 10,000,000 133,326 133,326 �  �  
HBK Master Fund L.P. 5,000,000 111,763 66,663 �  45,100
HFR CA Global Select Master Trust
Account 500,000 6,666 6,666 �  �  
Highbridge International LLC 25,000,000 333,315 333,315 �  �  
IL Annuity and Insurance Co. 3,500,000 46,664 46,664 �  �  
Inflective Convertible Opportunity Fund
I, L.P. 50,000 666 666 �  �  
JP Morgan Securities Inc 16,500,000 219,987 219,987 �  �  
KBC Financial Products (Cayman
Islands) LTD 30,000,000 399,978 399,978 �  �  
KBC Financial Products USA Inc 2,500,000 33,331 33,331 �  �  
Lakeshore International Limited 12,000,000 159,991 159,991 �  �  
LDG Limited 500,000 6,666 6,666 �  �  
Lehman Brothers Inc. 10,500,000 139,992 139,992 �  �  
Lighthouse Multi-Strategy Master Fund
LP 500,000 6,666 6,666 �  �  
Lyxor/AM Investment Fund Ltd. 2,550,000 33,998 33,998 �  �  
Lyxor/Gaia II Fund Ltd. 1,900,000 25,331 25,331 �  �  
Lyxor Master Fund 1,300,000 17,332 17,332 �  �  
Merrill Lynch Pierce Fenner & Smith Inc. 20,000,000 266,652 266,652 �  �  
Morgan Stanley & Co. Incorporated 250,000 3,333 3,333 �  �  
Nisswa Master Fund Ltd. 4,000,000 53,330 53,330 �  �  
Nomura Securities Intl. Inc. 40,000,000 533,304 533,304 �  �  
Oak Hill Contingent Capital Fund Ltd. 8,500,000 113,327 113,327 �  �  
Pacific Life Insurance Company 1,000,000 13,332 13,332 �  �  
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Name

Principal
Amount of
Debentures
Beneficially
Owned and

Offered

Shares of
Common Stock

Beneficially
Owned Upon
Conversion of
Debentures (1)

Common Stock
Offered Upon
Conversion of
Debentures (1)

Debentures
Owned After
Completion

of Offering (2)

Common Stock
Owned After

Completion of
Offering (2)

Plexus Fund Ltd. 10,000,000 133,326 133,326 �  �  
Polygon Global Opportunities Master
Fund 25,000,000 333,315 333,315 �  �  
President & Fellows of Harvard
College 26,000,000 346,647 346,647 �  �  
Quest Global Convertible Master
Fund, Ltd. 2,000,000 26,665 26,665 �  �  
R2 Investments, LDC 1,350,000 17,999 17,999 �  �  
RAM Trading Ltd. 4,000,000 53,330 53,330 �  �  
S.A.C. Capital Associates, LLC 3,500,000 46,664 46,664 �  �  
Satellite Asset Management, LP 70,000,000 933,282 933,282 �  �  
Satellite Convertible Arbitrage
Master Fund, LLC 28,750,000 383,312 383,312 �  �  
Siemens Convertible Global Markets 1,500,000 19,998 19,998 �  �  
Silver Convertible Arbitrage Fund,
LDC 2,500,000 33,331 33,331 �  �  
Sphinx Convertible Arbitrage Fund
SPC 360,000 4,799 4,799 �  �  
St. Albans Partners LTD. 25,000,000 333,315 333,315 �  �  
Swiss Re Financial Products
Corporation 7,500,000 99,994 99,994 �  �  
Tredia Performance Fund Ltd. 200,000 2,666 2,666 �  �  
Triborough Partners
International LTD 3,500,000 46,664 46,664 �  �  
Triborough Partners LLC 1,500,000 19,998 19,998 �  �  
UBS AG Convertibles Stamford 80,000,000 1,066,608 1,066,608 �  �  
UBS AG London 25,000,000 333,315 333,315 �  �  
UBS Oconnor LLC F/B/O Oconnor
Global Convertible Arbitrage Master
Limited 10,000,000 133,326 133,326 �  �  
UBS Securities LLC 10,250,000 136,659 136,659 �  �  
Wachovia Bank National Association 10,000,000 133,326 133,326 �  �  
White River Securities L.L.C. 13,750,000 183,323 183,323 �  �  
Windmill Master Fund, LP 10,000,000 133,326 133,326 �  �  
Xavex Convertible Arbitrage 2 Fund 800,000 10,666 10,666 �  �  
Xavex Convertible Arbitrage 10 Fund 160,000 2,133 2,133 �  �  
Yield Strategies Fund I, L.P. 8,000,000 106,660 106,660 �  �  
Yield Strategies Fund II, L.P. 7,000,000 93,328 93,328 �  �  
Other (3)(4) 114,385,000 1,525,049 1,525,049 �  �  

(1) Assumes conversion of all of the holder�s debentures at the initial conversion rate of 13.3326 shares per debenture. The initial
conversion rate is subject to adjustment as described under �Description of Debentures � Conversion Rate Adjustments.� As a result,
the amount of common stock issuable upon conversion of the debentures may increase or decrease in the future.

(2) Assumes that all of the debentures and/or all of the common stock into which the debentures are convertible are sold.
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(3) Information about other selling securityholders will be set forth in an amendment to the registration statement of which this
prospectus is a part.

(4) Assumes that any other holders of debentures, or any future transferees, pledgees, donees or successors of or from any such other
holders of debentures, do not beneficially own any common stock other than the common stock issuable upon conversion of the
debentures.

We prepared this table based on the information supplied to us by the selling securityholders named in the table. The selling
securityholders listed in the above table may have sold or transferred, in transactions exempt from the registration requirements of the
Securities Act, some or all of their debentures since the date on which the information is presented in the above table. Information about
the selling securityholders may change over time. Any changed information may be set forth in prospectus supplements and/or
amendments to the registration statement of which this prospectus is a part.

Because the selling securityholders may offer all or some of their debentures or the underlying common stock from time to time we
cannot estimate the amount of the debentures or the underlying common stock that will be held by the selling securityholders upon the
termination of any particular offering. See �Plan of Distribution.�

Certain of the selling securityholders and their affiliates have engaged in, and may in the future engage in, various financial advisory,
commercial banking, investment banking and commercial dealings in the ordinary course of business with us and our affiliates. In
connection with these dealings, those selling securityholders and their affiliates have received, and may continue to receive, customary
fees and commissions for their services.

Other than the foregoing, none of the named selling securityholders nor any of their affiliates, officers, directors or principal equity
holders has held any position or office or has had any material relationship with us within the past three years.

53

Edgar Filing: ChemoCentryx, Inc. - Form SC 13G

Table of Contents 89



Table of Contents

PLAN OF DISTRIBUTION

We will not receive any of the proceeds of the sale of the debentures and the underlying common stock offered by this prospectus. The
aggregate proceeds to the selling securityholders from the sale of the debentures or underlying common stock will be the purchase price
of the debentures or underlying common stock less any discounts and commissions. A selling securityholder reserves the right to accept
and, together with their agents, to reject, any proposed purchase of debentures or common stock to be made directly or through agents.

The debentures and the underlying common stock may be sold from time to time to purchasers:

� directly by the selling securityholders and their successors, which includes their transferees, pledgees or donees or their
successors, or

� through underwriters, broker-dealers or agents who may receive compensation in the form of discounts, concessions or
commissions from the selling securityholders or the purchasers of the debentures and the underlying common stock. These
discounts, concessions or commissions may be in excess of those customary in the types of transactions involved.

The selling securityholders and any underwriters, broker-dealers or agents who participate in the distribution of the debentures and the
underlying common stock may be deemed to be �underwriters� within the meaning of Section 2(11) of the Securities Act. Any selling
securityholder which is a broker-dealer or an affiliate of a broker-dealer will be deemed to be an �underwriter� within the meaning of
Section 2(11) of the Securities Act, unless such selling securityholder purchased in the ordinary course of business, and at the time of its
purchase of the debentures to be resold, did not have any agreements or understandings, directly or indirectly, with any person to
distribute the debentures. As a result, any profits on the sale of the debentures and the underlying common stock by selling
securityholders who are deemed to be underwriters and any discounts, commissions or concessions received by any such broker-dealers
or agents who are deemed to be underwriters will be deemed to be underwriting discounts and commissions under the Securities Act.
Selling securityholders who are deemed to be �underwriters� within the meaning of Section 2(11) of the Securities Act will be subject to
prospectus delivery requirements of the Securities Act and to certain statutory liabilities, including, but not limited to, those relating to
Sections 11, 12 and 17 of the Securities Act and Rule 10b-5 under the Exchange Act. To our knowledge, none of the selling
securityholders who are broker-dealers or affiliates of broker-dealers, other than the initial purchasers, purchased the debentures outside
of the ordinary course of business or, at the time of the purchase of the debentures, had any agreements or understandings, directly or
indirectly, with any person to distribute the debentures.

If the debentures and the underlying common stock are sold through underwriters or broker-dealers, the selling securityholders will be
responsible for underwriting discounts or commissions or agent�s commissions.

The debentures and the underlying common stock may be sold in one or more transactions at:

� fixed prices;

� prevailing market prices at the time of sale;
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� prices related to such prevailing market prices;

� varying prices determined at the time of sale; or

� negotiated prices.

These sales may be effected in transactions

� on any national securities exchange or quotation service on which the debentures and underlying common stock may be listed
or quoted at the time of the sale, including the New York Stock Exchange in the case of the common stock;
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� in the over-the-counter market;

� in transactions otherwise than on such exchanges or services or in the over-the-counter market;

� through the distribution of the debentures or the underlying common stock by a selling securityholder to its partners, members
or stockholders, or;

� through the writing of options, whether such options are listed on an options exchange or otherwise through the settlement of
short sales.

These transactions may include block transactions or crosses. Crosses are transactions in which the same broker acts as an agent on both
sides of the trade.

In connection with sales of the debentures and the underlying common stock or otherwise, the selling securityholders may enter into
hedging transactions with broker-dealers or other financial institutions. These broker-dealers or other financial institutions may in turn
engage in short sales of the debentures or the underlying common stock in the course of hedging their positions. The selling
securityholders may also (1) sell the debentures and underlying common stock short and deliver debentures and the underlying common
stock to close out short positions, or (2) loan or pledge debentures or the underlying common stock to broker-dealers that in turn may
sell the debentures and the underlying common stock. In addition, from time to time, one or more of the selling securityholders may
pledge or otherwise grant a security interest in some or all of the debentures or the underlying common stock owned by them to persons
other than broker-dealers. The pledgees and secured parties to whom the debentures or the underlying common stock have been pledged
and granted will, upon foreclosure in the event of default, be deemed to be selling securityholders. The number of a selling
securityholder�s debentures or the underlying common stock offered under this prospectus by a selling securityholder will decrease as
and when it takes such actions.

A short sale of the debentures or the underlying common stock by a broker-dealer, financial institution or selling securityholder would
involve the sale of such debentures or underlying common stock that are not owned, and therefore must be borrowed, in order to make
delivery of the security in connection with such sale. In connection with a short sale of the debentures or the underlying common stock,
a broker-dealer, financial institution or selling securityholder may purchase the debentures or our common stock on the open market to
cover positions created by short sales. In determining the source of the debentures or shares of common stock to close out such short
positions, the broker-dealer, financial institution or selling securityholders may consider, among other things, the price of shares of the
debentures or common stock available for purchase in the open market.

At the time a particular offering of the securities is made, if required, a prospectus supplement will be distributed, which will set forth
the names of the selling securityholders, the aggregate amount and type of securities being offered and the terms of the offering,
including, to the extent required, (1) the name or names of any underwriters, broker-dealers or agents, (2) any discounts, commissions
and other terms constituting compensation from the selling securityholders and (3) any discounts, commissions or concessions allowed
or reallowed to be paid to broker-dealers.

To our knowledge, there are currently no plans, arrangements or understandings between any selling securityholder and any
underwriter, broker-dealer or agent regarding the sale of the debentures and the underlying common stock by the selling
securityholders.
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Our common stock trades on the New York Stock Exchange under the symbol �LMT�. We do not intend to apply for listing of the
debentures on any securities exchange or for quotation through NASDAQ. Accordingly, no assurances can be given as to the
development of liquidity or any trading market for the debentures. See �Risk Factors�Risks related to the Debentures.�
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We cannot assure you that any selling securityholder will sell any or all of the debentures or the underlying common stock with this
prospectus. Further, we cannot assure you that any such selling securityholder will not transfer, devise or gift the debentures and the
underlying common stock by other means not described in this prospectus. In addition, any debentures or underlying common stock
covered by this prospectus that qualify for sale under Rule 144 or Rule 144A of the Securities Act may be sold under Rule 144 or Rule
144A rather than under this prospectus. The debentures and the underlying common stock may be sold in some states only through
registered or licensed brokers or dealers. In addition, in some states the debentures and underlying common stock may not be sold
unless they have been registered or qualified for sale or the sale is entitled to an exemption from registration.

The selling securityholders and any other person participating in the sale of debentures or the underlying common stock will be subject
to the Exchange Act. The Exchange Act rules include, without limitation, Regulation M, which may limit the timing of purchases and
sales of any of the debentures and the underlying common stock by the selling securityholders and any other such person. In addition,
Regulation M of the Exchange Act may restrict the ability of any person engaged in the distribution of the debentures and the
underlying common stock to engage in market-making activities with respect to the particular debentures and the underlying common
stock being distributed for a period of up to five business days before the commencement of such distribution. This may affect the
marketability of the debentures and the underlying common stock and the ability of any person or entity to engage in market-making
activities with respect to the debentures and the underlying common stock.

Under the registration rights agreement filed as an exhibit to the registration statement of which this prospectus is a part, we and the
selling securityholders will be indemnified by the other against certain liabilities, including certain liabilities under the Securities Act, or
will be entitled to contribution in connection with these liabilities.

We have agreed to pay substantially all of the expenses incidental to the registration, offering and sale of the debentures and underlying
common stock to the public other than commissions, fees and discounts of underwriters, brokers, dealers and agents.

LEGAL MATTERS

King & Spalding LLP, our outside counsel, has issued opinions about the legality of the debentures and underlying common stock
offered by this prospectus.

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The consolidated financial statements of Lockheed Martin Corporation, incorporated by reference in this registration statement on Form
S-3 and related prospectus from Lockheed Martin Corporation�s Annual Report on Form 10-K for the year ended December 31, 2003,
have been audited by Ernst & Young LLP, independent registered public accounting firm, as set forth in their report thereon
incorporated herein by reference.
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