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Martin Marietta Materials is a leading producer of construction aggregates used for the construction
of highways and other infrastructure projects, and for commercial and residential construction.

The Corporation is also a producer of magnesia-based chemicals and dolomitic lime.

] Aggregates Production and Sales

Il Aggregates Sales
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The Corporation is currently focusing a significant part of its growth capital spending program on
locations along the geological fall line in Georgia and South Carolina. Additionally, the Corporation
continues to invest in land with long-term mineral reserves to serve high-growth markets.

SIGNIFICANT CAPITAL PROJECTS

Production Capacity
City/State Spend ($M) Timing Expansion (tons)

From ‘ To

1) Augusta, Georgia | $50-$55 | 2008-2009 20M | 60M

2) Junction City, Georgia $75 - $80 2008-2009 2.5M 8.0M

3) Camak, Georgia $45 - $55 2009-2010 2.0M 6.0M

4) Macon, Georgia $70 - $80 2010-2011 2.5M 8.0M

5) Columbia, South Carolina $40 - $50 2008-2009 2.0M 6.0M

6) Indianapolis, Indiana Unknown Unknown 2.0M 4.0M

7) Fayetteville, North Carolina $6 2008 - 1.0M by 2010

8) Selma, North Carolina $6 2009-2010 -- 1.0M by 2012
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FINANCIAL HIGHLIGHTS

(in thousands, except per share) 2007 2006

Total revenues $ 2,207,141 $ 2,191,052
Net sales' $ 1,967,612 $ 1,929,666
Earnings from operations $ 433,030 $ 390,549
Net earnings $ 262,749 $ 245,422
Basic earnings per common share $ 6.16 $ 5.40
Diluted earnings per common share $ 6.06 $ 5.29
Cash dividends per common share $ 1.24 $ 1.01
Common shares outstanding at December 31 41,318 44,851

NET SALES!

(in millions)

EARNINGS FROM OPERATIONS

(in millions)

'07

(in millions)

CASH RETURNED TO SHAREHOLDERS

NET EARNINGS

(in millions)
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(as of December 31, 2007)

TOTAL RETURN INCLUSIVE OF DIVIDENDS

Martin Marietta Materials, Inc.

Common Stock

S&P 500 Index

1 Year 28.8% 5.5%
3 Year 155.4% 28.2%
5 Year 363.3% 82.9%

1 Net sales exclude freight and delivery revenues; such revenues are included in total revenues in accordance with EITF 00-10, Accounting for Shipping
and Handling Fees and Costs, on the Consolidated Statements of Earnings on page 9.
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LETTER TO SHAREHOLDERS

2007 was a year of continuing record performance against a very challenging scenario of steadily
declining volumes of our aggregates and dolomitic lime products. Net sales of $1.97 billion, up
2%, and net earnings of $263 million, up 7%, were both at record levels. Earnings per diluted
share of $6.06 increased 15% and was also a record high. Over the past three years, earnings per
diluted share has increased 128%, and return on equity increased 1,260 basis points. A favorable
pricing environment in both our Aggregates and Specialty Products businesses, coupled with very
good cost and balance sheet management, were the keys in achieving these positive results.

Cash generation, which is a significant performance measure for our Company, increased 10% to
a record EBITDA (Earnings Before Interest, Taxes, Depreciation and Amortization) of $591 million.
We continued to focus on working capital management and effectively controlled our customer
receivables and inventory levels.

During the year, we implemented changes in our capital structure that were carefully thought out
Stephen P. Zelnak, Jr. and reviewed thoroughly with our Board of Directors and outside advisors. After considerable
study, we concluded that our business did not require as much shareholders’ equity compared
to debt as we had historically. Accordingly, we adopted a new debt-to-EBITDA leverage target of
2.0-2.5 times as our standard. Based on this evaluation, we increased our debt and repurchased
$575 million, or 4.2 million shares, of our common stock. In addition to this positive move for our
shareholders, we also increased our quarterly cash dividend by 25%.

At the same time, we continued to make important strategic
We repurchased investments in our business with $265 million of total capital

$575 million, or4.2 investment. We completed the construction of a new plant
oTIla and underground mine entrance at our Weeping Water,
million shares, of Nebraska, location. This will take annual capacity from 2
our common stock miliion tons up to nearly 4 million tons. It will also enable us
and increased our to become a lower-cost producer by reducing haul distances
in the mine and by utilizing extensive automation in the plant.
quarterly cash Late in the year, we began construction on a new plant at our
dividend by 25%. Augusta, Georgia, location. From this quarry, we serve the

local truck market in Georgia and South Carolina, supply

ballast to the CSX railroad and ship material by rail to South Georgia and Florida. Our new plant
will increase annual capacity from 2 million to 6 million tons and will improve product quality.
This is the first of a series of projects in South Carolina and Georgia that will significantly increase
capacity to serve the long-term growth of those states and Florida.

Our Specialty Products business had another record year with the growth in magnesia chemicals
more than offsetting the decline in dolomitic lime shipments to the steel mills. During the year,
we increased our capital investment in the chemicals business by doubling our capacity for
magnesium hydroxide powder products used as flame retardants and additives.
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In the area of safety, we continued to make progress in improving what we believe is already the most
effective safety program in our industry. The incidence rate of reportable injuries decreased 7% to a
record low, and the rate of lost time injuries decreased 10%, also to a record low. These are notable

accomplishments; but we can and will continue to improve our safety performance.

Our focus on best practices, coupled with significant investment in information technology, continues

to make us a more efficient and productive company. Over the past five years, net sales per employee
has increased 87% as we get the benefits of both plant and administrative automation. Our managers
have an array of new information tools that enable them to analyze and adjust business practices on a
real-time basis. We intend to build on this further in 2008 and beyond.

We continue to believe that ethical behavior and integrity in our dealings with people are a key component
of our success as a company. Our formal ethics program, which is accompanied by regular ethics
training, has been part of our culture for over 20 years. As we go forward, we will continue to demand
adherence to the highest standards of honesty and integrity in our business.

As we look to the future, we believe that we are strategically positioned for continuing success.
However, in the short-term, we expect challenging times given the issues that are prevalent in our
economy. We intend to continue making prudent capital investment in our future, while managing
carefully through uncertain times.

On behalf of our Board of Directors, | thank our shareholders for their interest in and support of Martin
Marietta Materials. | also want to thank our 5,300 employees for a year of record performance in a
difficult economic environment. Once again, our people have demonstrated that they are simply the
best. As a team, we will continue to focus on the goals of delivering above average returns to our
shareholders, while offering a safe, high quality, and rewarding work environment for our employees.

Respectfully,

Lok P 3dodki

Stephen P. Zelnak, |r.
Chairman, Board of Directors and Chief Executive Officer

February 12, 2008
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STATEMENT OF FINANCIAL RESPONSIBILITY

Shareholders
Martin Marietta Materials, Inc.

The management of Martin Marietta Materials, Inc., is responsible for the consolidated financial statements, the related financial
information contained in this 2007 Annual Report and the establishment and maintenance of adequate internal control over
financial reporting. The consolidated balance sheets for Martin Marietta Materials, Inc., at December 31, 2007 and 2006, and the
related consolidated statements of earnings, shareholders’ equity and cash flows for each of the three years in the period ended
December 31, 2007, include amounts based on estimates and judgments and have been prepared in accordance with accounting
principles generally accepted in the United States applied on a consistent basis.

A system of internal control over financial reporting is designed to provide reasonable assurance, in a cost-effective manner, that
assets are safeguarded, transactions are executed and recorded in accordance with management'’s authorization, accountability for
assets is maintained and financial statements are prepared and presented fairly in accordance with accounting principles generally
accepted in the United States. Internal control systems over financial reporting have inherent limitations and may not prevent or
detect misstatements. Therefore, even those systems determined to be effective can provide only reasonable assurance with respect
to financial statement preparation and presentation.

The Corporation operates in an environment that establishes an appropriate system of internal control over financial reporting and
ensures that the system is maintained, assessed and monitored on a periodic basis. This internal control system includes examinations
by internal audit staff and oversight by the Audit Committee of the Board of Directors.

The Corporation’s management recognizes its responsibility to foster a strong ethical climate. Management has issued written
policy statements that document the Corporation’s business code of ethics. The importance of ethical behavior is regularly
communicated to all employees through the distribution of the Code of Ethics and Standards of Conduct booklet and through ongoing
education and review programs designed to create a strong commitment to ethical business practices.

The Audit Committee of the Board of Directors, which consists of four independent, nonemployee directors, meets periodically
and separately with management, the independent auditors and the internal auditors to review the activities of each. The Audit
Committee meets standards established by the Securities and Exchange Commission and the New York Stock Exchange as they
relate to the composition and practices of audit committees.

Management of Martin Marietta Materials, Inc., assessed the effectiveness of the Corporation’s internal control over financial report-
ing as of December 31, 2007. In making this assessment, management used the criteria set forth in Internal Control — Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). Based on management’s
assessment under the framework in Internal Control — Integrated Framework, management concluded that the Corporation’s internal
control over financial reporting was effective as of December 31, 2007.

The consolidated financial statements and internal control over financial reporting have been audited by Ernst & Young LLP, an
independent registered public accounting firm, whose reports appear on the following pages.

Lk P 3deik Qi H. Jeol

Stephen P. Zelnak, Jr. Anne H. Lloyd
Chairman, Board of Directors

Senior Vice President,
and Chief Executive Officer

Chief Financial Officer and Treasurer

February 12, 2008
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors and Shareholders
Martin Marietta Materials, Inc.

We have audited Martin Marietta Materials, Inc.’s internal control over financial reporting as of December 31, 2007, based on criteria
established in Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission (the COSO criteria). Martin Marietta Materials, Inc.s management is responsible for maintaining effective internal
control over financial reporting and for its assessment of the effectiveness of internal control over financial reporting included in
the accompanying Statement of Financial Responsibility. Our responsibility is to express an opinion on the Corporation’s internal
control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control
over financial reporting was maintained in all material respects. Our audit included obtaining an understanding of internal control
over financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design and operating
effectiveness of internal control based on the assessed risk, and performing such other procedures as we considered necessary in
the circumstances. We believe that our audit provides a reasonable basis for our opinion.

A company'’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliabil-
ity of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles. A company’s internal control over financial reporting includes those policies and procedures that (1) pertain
to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets
of the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are
being made only in accordance with authorizations of management and directors of the company; and (3) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that
could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections
of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes
in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our opinion, Martin Marietta Materials, Inc., maintained, in all material respects, effective internal control over financial reporting
as of December 31, 2007, based on the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the
consolidated balance sheets of Martin Marietta Materials, Inc., as of December 31, 2007 and 2006, and the related consolidated
statements of earnings, shareholders’ equity and cash flows for each of the three years in the period ended December 31, 2007, of
Martin Marietta Materials, Inc., and our report dated February 12, 2008, expressed an unqualified opinion thereon.

é/vmi ¥ MLL?
Raleigh, North Carolina

February 12, 2008
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors and Shareholders
Martin Marietta Materials, Inc.

We have audited the accompanying consolidated balance sheets of Martin Marietta Materials, Inc., as of December 31, 2007
and 2006, and the related consolidated statements of earnings, shareholders’ equity and cash flows for each of the three years in
the period ended December 31, 2007. These financial statements are the responsibility of the Corporation’s management. Our
responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial position of
Martin Marietta Materials, Inc., at December 31, 2007 and 2006, and the consolidated results of its operations and its cash flows for
each of the three years in the period ended December 31, 2007, in conformity with U.S. generally accepted accounting principles.

As discussed in Note A to the consolidated financial statements, in 2007, the Corporation adopted Financial Accounting Standards
Board Interpretation No. 48, Accounting for Uncertainty in Income Taxes, an Interpretation of FAS 109. In 2006, the Corporation
adopted Statement of Financial Accounting Standards No. 123(R), Share-Based Payment; Statement of Financial Accounting
Standards No. 158, Employers’ Accounting for Defined Benefit Pension and Other Postretirement Plans; and Emerging Issues Task Force
Issue 04-06, Accounting for Stripping Costs in the Mining Industry.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), Martin
Marietta Materials, Inc.’s internal control over financial reporting as of December 31, 2007, based on criteria established in Internal
Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission and our report
dated February 12, 2008, expressed an unqualified opinion thereon.

é/w-aﬂf ¥ LLP
Raleigh, North Carolina

February 12, 2008
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CONSOLIDATED STATEMENTS OF EARNINGS for years ended December 31

(add 000, except per share) 2007 2006 2005
Net Sales $ 1,967,612 $ 1,929,666 $ 1,728,977
Freight and delivery revenues 239,529 261,386 246,311
Total revenues 2,207,141 2,191,052 1,975,288
Cost of sales 1,396,649 1,404,373 1,300,042
Freight and delivery costs 239,529 261,386 246,311
Total cost of revenues 1,636,178 1,665,759 1,546,353
Gross Profit 570,963 525,293 428,935
Selling, general and administrative expenses 155,186 146,665 130,703
Research and development 869 736 662
Other operating (income) and expenses, net (18,122) (12,657) (16,231)
Earnings from Operations 433,030 390,549 313,801
Interest expense 60,893 40,359 42,597
Other nonoperating (income) and expenses, net (6,443) (2,819) (1,483)
Earnings from continuing operations before taxes on income 378,580 353,009 272,687
Taxes on income 116,073 107,632 74,225
Earnings from Continuing Operations 262,507 245,377 198,462
Gain (Loss) on discontinued operations, net of related tax

expense (benefit) of $537, $185 and $(3,073), respectively 242 45 (5,796)
Net Earnings $ 262,749 $ 245,422 $ 192,666
Net Earnings (Loss) Per Common Share

- Basic from continuing operations $ 6.15 $ 5.40 $ 4.26

- Discontinued operations 0.01 - (0.12)

$ 6.16 $ 5.40 $ 4.14
— Diluted from continuing operations $ 6.05 $ 5.29 $ 4.20
- Discontinued operations 0.01 - (0.12)
$ 6.06 $ 5.29 $ 4.08

Reconciliation of Denominators for Basic and Diluted
Earnings Per Share Computations

- Basic weighted-average common shares outstanding 42,653 45,453 46,540
— Effect of dilutive employee and director awards 694 914 739

- Diluted weighted-average shares outstanding
and assumed conversions 43,347 46,367 47,279
Cash Dividends Per Common Share $ 1.24 $ 1.01 $ 0.86

The notes on pages 13 to 35 are an integral part of these financial statements.
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CONSOLIDATED BALANCE SHEETS atDecember 31

Assets (add 000) 2007 2006
Current Assets:
Cash and cash equivalents $ 20,038 $ 32,282
Accounts receivable, net 245,838 242,399
Inventories, net 286,885 256,287
Current portion of notes receivable 2,078 2,521
Current deferred income tax benefits 44,285 25,317
Other current assets 26,886 33,548
Total Current Assets 626,010 592,354
Property, plant and equipment, net 1,433,553 1,295,491
Goodwill 574,667 570,538
Other intangibles, net 9,426 10,948
Noncurrent notes receivable 8,457 10,355
Other noncurrent assets 31,692 26,735
Total Assets $ 2,683,805 $ 2,506,421
Liabilities and Shareholders’ Equity (add 000, except parenthetical share data)
Current Liabilities:
Bank overdraft $ 6,351 $ 8,390
Accounts payable 86,868 85,237
Accrued salaries, benefits and payroll taxes 21,262 25,010
Pension and postretirement benefits 9,120 6,100
Accrued insurance and other taxes 25,123 32,297
Current maturities of long-term debt, commercial paper and line of credit 276,136 125,956
Settlement for repurchases of common stock 24,017 —
Other current liabilities 57,739 32,082
Total Current Liabilities 506,616 315,072
Long-term debt 848,186 579,308
Pension, postretirement and postemployment benefits 103,518 106,413
Noncurrent deferred income taxes 160,902 159,094
Other noncurrent liabilities 118,592 92,562
Total Liabilities 1,737,814 1,252,449
Shareholders’ Equity:
Common stock ($0.01 par value; 100,000,000 shares authorized; 41,318,000 and

44,851,000 shares outstanding at December 31, 2007 and 2006, respectively) 412 448
Preferred stock ($0.01 par value; 10,000,000 shares authorized; no shares outstanding) — —
Additional paid-in capital 50,955 147,491
Accumulated other comprehensive loss (37,032) (36,051)
Retained earnings 931,656 1,142,084
Total Shareholders’ Equity 945,991 1,253,972
Total Liabilities and Shareholders’ Equity $ 2,683,805 $ 2,506,421

The notes on pages 13 to 35 are an integral part of these financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS foryears ended December 31

(add 000) 2007 2006 2005
Cash Flows from Operating Activities:
Net earnings $ 262,749 $ 245,422 $ 192,666
Adjustments to reconcile net earnings to cash provided by
operating activities:
Depreciation, depletion and amortization 150,338 141,429 138,251
Stock-based compensation expense 19,687 13,438 3,702
Gains on divestitures and sales of assets (11,259) (7,960) (10,670)
Deferred income taxes 8,741 17,156 5,711
Excess tax benefits from stock-based compensation transactions (23,278) (17,467) 15,337
Other items, net (7,723) (4,872) (3,768)
Changes in operating assets and liabilities, net of effects of
acquisitions and divestitures:
Accounts receivable, net (3,315) (17,387) (5,424)
Inventories, net (31,514) (33,681) (10,952)
Accounts payable 1,494 (8,208) 3,621
Other assets and liabilities, net 29,648 10,322 (10,690)
Net Cash Provided by Operating Activities 395,568 338,192 317,784
Cash Flows from Investing Activities:
Additions to property, plant and equipment (264,923) (265,976) (221,401)
Acquisitions, net (12,211) (3,036) (4,650)
Proceeds from divestitures and sales of assets 21,107 30,589 37,582
Purchases of investments — — (25,000)
Proceeds from sales of investments — 25,000 —
Railcar construction advances — (32,077) —
Repayments of railcar construction advances — 32,077 —
Other investing activities, net — — (400)
Net Cash Used for Investing Activities (256,027) (213,423) (213,869)
Cash Flows from Financing Activities:
Borrowings of long-term debt 471,990 — —
Repayments of long-term debt (125,342) (415) (532)
Borrowings on commercial paper and line of credit, net 71,463 537 —
Debt issuance costs (807) — —
Change in bank overdraft (2,039) 1,100 (2,237)
Termination of interest rate swaps — — (467)
Payments on capital lease obligations (177) (147) (80)
Dividends paid (53,610) (46,421) (39,953)
Repurchases of common stock (551,164) (172,888) (178,787)
Issuances of common stock 14,623 31,535 33,266
Excess tax benefits from stock-based compensation transactions 23,278 17,467 —
Net Cash Used for Financing Activities (151,785) (169,232) (188,790)
Net Decrease in Cash and Cash Equivalents (12,244) (44,463) (84,875)
Cash and Cash Equivalents, beginning of year 32,282 76,745 161,620
Cash and Cash Equivalents, end of year $ 20,038 $ 32,282 $ 76,745
Supplemental Disclosures of Cash Flow Information:
Cash paid for interest $ 64,034 $ 46,976 $ 46,711
Cash paid for income taxes $ 69,737 $ 77,777 $ 66,106

The notes on pages 13 to 35 are an integral part of these financial statements.
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CONSOLIDATED STATEMENTS OF

SHAREHOLDERS  EQUITY

Shares of Accumulated Other Total
Common Common Additional Comprehensive Retained  Shareholders’
(add 000) Stock Stock Paid-In Capital®  Earnings (Loss) Earnings Equity
Balance at December 31, 2004 47,306 $ 472 $ 366,626 $ (8970) $ 795299 $ 1,153,427
Net earnings — — — — 192,666 192,666
Minimum pension liability, net of tax
benefit of $4,157 — — — (6,355) — (6,355)
Comprehensive earnings 186,311
Dividends declared — — — — (39,953) (39,953)
Issuances of common stock
for stock award plans 1,079 11 49,459 — — 49,470
Repurchases of common stock (2,658) (26) (175,544) — — (175,570)
Balance at December 31, 2005 45,727 457 240,541 (15,325) 948,012 1,173,685
Write off of capitalized stripping
costs, net of tax — — — — (4,929) (4,929)
Reclassification of stock-based
compensation liabilities to share-
holders’ equity for FAS 123(R) adoption — — 12,339 — — 12,339
Net earnings — — — — 245,422 245,422
Minimum pension liability, net of tax
benefit of $1,013 — — — (1,548) — (1,548)
Foreign currency translation gain — — — 2,419 — 2,419
Change in fair value of forward
starting interest rate swap
agreements, net of tax benefit of $772 — — — 1,179) — 1,179)
Comprehensive earnings 245,114
Reclassifications of unrecognized
actuarial losses, prior service costs
and transition assets for FAS 158
adoption, net of tax benefit of $13,359  — — — (20,418) — (20,418)
Dividends declared — — — — (46,421) (46,421)
Issuances of common stock
for stock award plans 998 10 54,042 — — 54,052
Repurchases of common stock (1,874) 19) (172,869) — — (172,888)
Stock-based compensation expense — — 13,438 — — 13,438
Balance at December 31, 2006 44,851 448 147,491 (36,051) 1,142,084 1,253,972
Increase in reserves for uncertain tax
positions for FIN 48 adoption — — — — (1,407) (1,407)
Net earnings — — — — 262,749 262,749
Amortization of unrecognized actuarial
losses, prior service costs and transition
assets related to pension and post-
retirement benefits, net of tax benefit
of $1,085 and minority interest of $82 — — — (1,592) — (1,592)
Foreign currency translation gain — — — 3,831 — 3,831
Change in fair value of forward starting
interest rate swap agreements, net of
tax benefit of $2,106 — — — (3,220) — (3,220)
Comprehensive earnings 261,768
Dividends declared — — — — (53,610) (53,610)
Issuances of common stock for stock
award plans 656 6 40,756 — — 40,762
Repurchases of common stock® (4,189) (42) (156,979) — (418,160) (575,181)
Stock-based compensation expense — — 19,687 — — 19,687
Balance at December 31, 2007 41,318 $ 412 $ 50,955 $ (37,032) $ 931,656 $§ 945,991

(1) Repurchases of common stock in excess of the value of additional paid-in capital were recorded against retained earnings.
(2) Additional paid-in capital at December 31, 2007 represents the pool of excess tax benefits.

The notes on pages 13 to 35 are an integral part of these financial statements.



NOTES TO FINANCIAL STATEMENTS

Note A: Accounting Policies

Organization. Martin Marietta Materials, Inc., (the
“Corporation”) is engaged principally in the construc-
tion aggregates business. The Corporation’s aggregates
products, which include crushed stone, sand and gravel,
are used primarily for construction of highways and other
infrastructure projects, and in the domestic commer-
cial and residential construction industries. Aggregates
products are also used in the railroad, environmental and
agricultural industries. These aggregates products, along
with asphalt products, ready mixed concrete and road
paving materials, are sold and shipped from a network of
287 quarries, distribution facilities and plants to custom-
ers in 31 states, Canada, the Bahamas and the Caribbean
Islands. The Aggregates Business contains the following
reportable segments: Mideast Group, Southeast Group
and West Group. The Mideast Group operates primar-
ily in Indiana, Maryland, North Carolina, Ohio, South
Carolina, Virginia and West Virginia. The Southeast Group
has operations in Alabama, Florida, Georgia, lllinois,
Kentucky, Louisiana, Mississippi, Tennessee, Nova Scotia
and the Bahamas. The West Group operates in Arkansas,
California, lowa, Kansas, Minnesota, Missouri, Nebraska,
Nevada, Oklahoma, Texas, Washington, Wisconsin and
Wyoming. The following states account for approximately
61% of the Aggregates Business’ 2007 net sales: North
Carolina, Texas, Georgia, lowa and South Carolina.

In addition to the Aggregates Business, the Corporation
has a Specialty Products segment that produces magnesia-
based chemicals products used in industrial, agricultural
and environmental applications; dolomitic lime sold
primarily to customers in the steel industry; and structural
composite products.

Basis of Consolidation. The consolidated financial state-
ments include the accounts of the Corporation and its
wholly owned and majority-owned subsidiaries. Partially
owned affiliates are either consolidated in accordance with
Financial Accounting Standards Board Interpretation No. 46,
Consolidation of Variable Interest Entities, or accounted for at
cost or as equity investments depending on the level of
ownership interest or the Corporation’s ability to exercise
control over the affiliates’ operations. Intercompany balances
and transactions have been eliminated in consolidation.

Martin Marietta Materials, Inc. and Consolidated Subsidiaries

The Corporation is a minority member of a limited liability
company whereby the majority member is paid a preferred
annual return. The Corporation has the ability to redeem
the majority member’s interest after the lapse of a specified
number of years. The Corporation consolidates the limited
liability company in its consolidated financial statements.

Use of Estimates. The preparation of the Corporation’s
consolidated financial statements in conformity with
accounting principles generally accepted in the United
States requires management to make certain estimates and
assumptions. Such judgments affect the reported amounts
in the consolidated financial statements and accompanying
notes. Actual results could differ from those estimates.
Revenue Recognition. Revenues for product sales are
recognized when risks associated with ownership have
passed to unaffiliated customers. Typically, this occurs
when finished products are shipped. Revenues derived
from the road paving business are recognized using the
percentage completion method. Total revenues include
sales of materials and services provided to customers, net
of discounts or allowances, if any, and include freight and
delivery charges billed to customers.

Cash and Cash Equivalents. Cash equivalents are com-
prised of highly liquid instruments with original maturi-
ties of three months or less from the date of purchase.
Additionally, at December 31, 2007, cash in the amount
of $1,132,000 was held in an unrestricted escrow account
on behalf of the Corporation and was reported in other
noncurrent assets. No cash was held in an unrestricted
escrow account at December 31, 2006.

Customer Receivables. Customer receivables are stated at
cost. The Corporation does not charge interest on customer
accounts receivable. The Corporation records an allowance
for doubtful accounts, which includes a general reserve based
on historical write offs and a specific reserve for accounts
greater than $50,000 deemed at risk. The Corporation
writes off customer receivables as bad debt expense when it
becomes apparent based upon customer facts and circum-
stances that such amounts will not be collected.
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Inventories Valuation. Inventories are stated at the lower of
cost or market. Cost for finished products and in process
inventories is determined by the first-in, first-out method.

Post-production stripping costs, which represent costs of
removing overburden and waste materials to access mineral
deposits, are recorded as a component of inventory and
recognized in cost of sales in the same period as the
revenue from the sale of the inventory.

Notes Receivable. ~Notes receivable are stated at cost.
The Corporation records an allowance for notes receivable
deemed uncollectible. At December 31, 2007, there were no
notes receivable deemed at risk. At December 31, 2006, the

allowance for uncollectible notes receivable was $853,000.

Properties and Depreciation. Property, plant and equip-
ment are stated at cost. The estimated service lives for
property, plant and equipment are as follows:

Class of Assets Range of Service Lives

Buildings
Machinery & Equipment

1 to 50 years
1 to 35 years
Land Improvements 1 to 30 years
The Corporation begins capitalizing quarry development costs
at a point when reserves are determined to be proven and
probable, when economically mineable, as determined by
the Corporation’s geological and operational staff, and when
demand supports investment in the market. Capitalization
of these costs ceases when production commences. Quarry
development costs are classified as mineral reserves.

Mineral reserves are valued at the present value of royalty
payments, using a prevailing market royalty rate that
would have been incurred if the Corporation had leased
the reserves as opposed to fee-ownership for the life of the
reserves, not to exceed twenty years.

Depreciation is computed over estimated service lives, prin-
cipally by the straight-line method. Depletion of mineral
deposits is calculated over proven and probable reserves
by the units-of-production method on a quarry-by-quarry
basis. Amortization of assets recorded under capital leases
is computed using the straight-line method over the lesser
of the life of the lease or the assets’ useful lives.
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Repair and Maintenance Costs. Repair and maintenance costs
that do not substantially extend the life of the Corporation’s
plant and equipment are expensed as incurred.

Intangible Assets. Goodwill represents the excess purchase
price paid for acquired businesses over the estimated fair
value of identifiable assets and liabilities. The carrying
value of goodwill is reviewed annually, as of October 1, for
impairment in accordance with the provisions of Statement
of Financial Accounting Standards No. 142, Goodwill and
Other Intangible Assets (“FAS 142"). An interim review is
performed between annual tests if facts or circumstances
indicate potential impairment. If an impairment review
indicates that the carrying value is impaired, a charge is
recorded.

The Corporation’s reporting units, which represent the level
at which goodwill is tested for impairment under FAS 142,
are based on its geographic regions. Goodwill is allocated
to the reporting units based on the location of acquisitions
and divestitures at the time of consummation.

In accordance with FAS 142, leased mineral rights acquired
in a business combination that have a royalty rate less than
a prevailing market rate are recognized as other intangible
assets. The leased mineral rights are valued at the present
value of the difference between the market royalty rate
and the contractual royalty rate over the lesser of the life
of the lease, not to exceed thirty years, or the amount of
economically mineable reserves.

Other intangibles represent amounts assigned princi-
pally to contractual agreements and are amortized ratably
over periods based on related contractual terms. The car-
rying value of other intangibles is reviewed if facts and
circumstances indicate potential impairment. If this review
determines that the carrying value is impaired, a charge is
recorded.

Derivatives. The Corporation records derivative instru-
ments at fair value on its consolidated balance sheet. At
December 31, 2007 and 2006, the Corporation’s derivatives
were forward starting interest rate swaps, which represent
cash flow hedges. The Corporation’s objective for holding
these derivatives is to lock in the interest rate related to
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a portion of the Corporation’s anticipated refinancing
of Notes due in 2008. In accordance with Statement of
Financial Accounting Standards No. 133, Accounting for
Derivative Instruments and Hedging Activities (“FAS 133"),
the fair values of these hedges are recorded as other assets
or liabilities in the consolidated balance sheet and changes
in the fair value are recorded, net of tax, directly in share-
holders’ equity as other comprehensive earnings or loss.
The changes in fair value recorded as other comprehen-
sive earnings or loss will be charged or credited to earn-
ings in the same periods as interest expense is incurred on
the anticipated debt issuance.

Retirement Plans and Postretirement Benefits. The
Corporation sponsors defined benefit retirement plans
and also provides other postretirement benefits. The
Corporation’s defined benefit retirement plans comply
with the following principal standards: the Employee
Retirement Income Security Act of 1974, as amended
(ERISA), which, in conjunction with the Internal Revenue
Code, determines legal minimum and maximum deduct-
ible funding requirements; and Statement of Financial
Accounting Standards No. 87, Employers’ Accounting
for Pensions (“FAS 87"), which specifies that certain key
actuarial assumptions be adjusted annually to reflect cur-
rent, rather than long-term, trends in the economy. The
Corporation’s other postretirement benefits comply with
Statement of Financial Accounting Standards No. 106,
Employers’ Accounting for Postretirement Benefits Other
than Pensions (“FAS 106"), which requires the cost of
providing postretirement benefits to be recognized over
an employee’s service period. Further, the Corporation’s
defined benefit retirement plans and other postretirement
benefits comply with Statement of Financial Accounting
Standards No. 132(R), Employers’ Disclosures About
Pensions and Other Postretirement Benefits (“FAS 132(R)"),
as revised, which establishes rules for financial reporting,
and Statement of Financial Accounting Standards No.
158, Employers’ Accounting for Defined Benefit Pension and
Other Postretirement Plans, an amendment of FAS 87, 88,
106 and 132(R) (“FAS 158").

In accordance with FAS 158, the Corporation recognizes
the funded status, defined as the difference between the
fair value of plan assets and the benefit obligation, of its
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pension plans and other postretirement benefits as an
asset or liability in the consolidated balance sheet, with a
corresponding adjustment to accumulated other compre-
hensive earnings or loss, net of tax. The adjustment to
accumulated other comprehensive earnings or loss upon
adoption of FAS 158 represents the net unrecognized
actuarial gains or losses, any unrecognized prior service
costs and any unrecognized transition obligations remain-
ing from the initial adoption of FAS 87 and FAS 106, all
of which were previously netted against a plan’s funded
status in the Corporation’s consolidated balance sheet
pursuant to the provisions of FAS 87 and FAS 106. These
amounts will subsequently be recognized as a component
of net periodic benefit cost pursuant to the Corporation’s
historical accounting policy for amortizing such amounts.
Further, actuarial gains or losses that arise in subsequent
periods are not recognized as net periodic benefit cost in
the same periods, but rather will be recognized as a com-
ponent of accumulated other comprehensive earnings
or loss. Those amounts will be subsequently amortized
and recognized as a component of net periodic benefit
cost. Finally, FAS 158 requires an employer to measure
plan assets and benefit obligations as of the date of the
employer’s balance sheet. The measurement date require-
ment is effective for the year ending December 31, 2008.
The Corporation currently uses an annual measurement
date of November 30.
of evaluating the measurement date transition provisions
prescribed by FAS 158 and believes that the change to a
December 31 measurement date will not have a material

Management is in the process

adverse effect on the Corporation’s financial position, but
there can be no assurance.

Stock-Based Compensation. The Corporation has stock-
based compensation plans for employees and directors.
Effective January 1, 2006, the Corporation adopted
Statement of Financial Accounting Standards No. 123
(revised 2004), Share-Based Payment (“FAS 123(R)”) to
account for these plans. FAS 123(R) requires all forms
of share-based payments to employees, including stock
options, to be recognized as compensation expense. The
compensation expense is the fair value of the awards at
the measurement date. Further, FAS 123(R) requires com-
pensation cost to be recognized over the requisite service
period for all awards granted subsequent to adoption. As
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required by FAS 123(R), the Corporation continues to rec-
ognize compensation cost over the explicit vesting period for
all unvested awards as of January 1, 2006, with acceleration
for any remaining unrecognized compensation cost if an
employee retires prior to the end of the vesting period.

The Corporation adopted the provisions of FAS 123(R) using
the modified prospective transition method, which recog-
nizes stock option awards as compensation expense for
unvested awards as of January 1, 2006 and awards granted
or modified subsequent to that date. In accordance with the
modified prospective transition method, the Corporation’s
consolidated statements of earnings and cash flows for the
year ended December 31, 2005 have not been restated and
do not include the impact of FAS 123(R).

Under FAS 123(R), an entity may elect either the accel-
erated expense recognition method or a straight-line
recognition method for awards subject to graded vesting
based on a service condition. The Corporation elected to
use the accelerated expense recognition method for stock
options issued to employees. The accelerated recogni-
tion method requires stock options that vest ratably to be
divided into tranches. The expense for each tranche is
allocated to its particular vesting period.

FAS 123(R) did not change the Corporation’s accounting
for stock-based compensation related to restricted stock
awards, incentive compensation awards and directors’
fees paid in the form of common stock. The Corporation
continues to expense the fair value of these awards based
on the closing price of the Corporation’s common stock
on the awards’ respective grant dates.

Furthermore, FAS 123(R) requires tax benefits attributable
to stock-based compensation transactions to be classified as
financing cash flows. Prior to the adoption of FAS 123(R),
the Corporation presented excess tax benefits from stock-
based compensation transactions as an operating cash flow
on its consolidated statements of cash flows.

Prior to January 1, 2006, the Corporation accounted for its
stock-based compensation plans under the intrinsic value
method prescribed by APB Opinion No. 25, Accounting
for Stock Issued to Employees and Related Interpretations.
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As the Corporation granted stock options with an exercise
price equal to the market value of the stock on the date
of grant, no compensation cost for stock options granted
was recognized in net earnings as reported in the con-
solidated statements of earnings prior to adopting FAS
123(R). The following table illustrates the effect on net
earnings and earnings per share if the Corporation had
applied the fair value recognition provisions of Statement
of Financial Accounting Standards No. 123, Accounting for
Stock-Based Compensation:

year ended December 31
(add 000, except per share) 2005
Net earnings, as reported $192,666
Add: Stock-based compensation expense included

in reported net earnings, net of related tax effects 2,147
Deduct: Stock-based compensation expense

determined under fair value for all awards, net

of related tax effects (5,525)
Pro forma net earnings $189,288
Earnings per share:

Basic-as reported $ 414

Basic-pro forma $ 4.07

Diluted-as reported $ 4.08

Diluted-pro forma $ 4.00

The Corporation uses the lattice valuation model to deter-
mine the fair value of stock option awards granted under
the Corporation’s stock-based compensation plans. The
lattice valuation model takes into account employees’
exercise patterns based on changes in the Corporation’s
stock price and other variables and is considered to result
in a more accurate valuation of employee stock options.
The period of time for which options are expected to be
outstanding, or expected term of the option, is a derived
output of the lattice valuation model. The Corporation
considers the following factors when estimating the
expected term of options: vesting period of the award,
expected volatility of the underlying stock, employees’
ages and external data. Other key assumptions used in
determining the fair value of the stock options awarded in
2007, 2006 and 2005 were:

2007 2006 2005
Risk-free interest rate 4.74% 4.92% 3.80%
Dividend yield 1.10% 1.10% 1.60%
Volatility factor 31.00% 31.20%  30.80%
Expected term 6.9 years 6.9 years 6.3 years
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Based on these assumptions, the weighted-average fair
value of each stock option granted was $55.94, $33.21
and $18.72 for 2007, 2006 and 2005, respectively.

The risk-free interest rate reflects the interest rate on zero-
coupon U.S. government bonds available at the time each
option was granted having a remaining life approximately
equal to the option’s expected life. The dividend yield
represents the dividend rate expected to be paid over the
option’s expected life and is based on the Corporation’s
historical dividend payments and targeted dividend pattern.
The Corporation’s volatility factor measures the amount by
which its stock price is expected to fluctuate during the
expected life of the option and is based on historical stock
price changes. Additionally, FAS 123(R) requires forfeitures
to be estimated at the time of grant and revised, if necessary,
in subsequent periods if actual forfeitures differ from those
estimates. The Corporation estimates forfeitures and will
ultimately recognize compensation cost only for those
stock-based awards that vest.

Environmental Matters. The Corporation accounts for
asset retirement obligations in accordance with Statement
of Financial Accounting Standards No. 143, Accounting
for Asset Retirement Obligations (“FAS 143") and Related
Interpretations. In accordance with FAS 143, a liability for
an asset retirement obligation is recorded at fair value in
the period in which it is incurred. The asset retirement
obligation is recorded at the acquisition date of a long-
lived tangible asset if the fair value can be reasonably
estimated. A corresponding amount is capitalized as part
of the asset’s carrying amount.

Further, the Corporation records an accrual for other envi-
ronmental remediation liabilities in the period in which
it is probable that a liability has been incurred and the
appropriate amounts can be estimated reasonably. Such
accruals are adjusted as further information develops or cir-
cumstances change. These costs are not discounted to their
present value or offset for potential insurance or other claims
or potential gains from future alternative uses for a site.

Income Taxes. Deferred income tax assets and liabilities on
the consolidated balance sheets reflect the net tax effects of
temporary differences between the carrying amounts of assets
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and liabilities for financial reporting purposes and the amounts
used for income tax purposes, net of valuation allowances.

Uncertain Tax Positions. Effective January 1, 2007, the
Corporation adopted Financial Accounting Standards
Board Interpretation No. 48, Accounting for Uncertainty
in Income Taxes, an Interpretation of FAS 109 (“FIN 48").
FIN 48 requires the recognition of a tax benefit when it
is “more-likely-than-not,” based on the technical merits,
that the position would be sustained upon examination by
a taxing authority. The amount to be recognized should
be measured as the largest amount of tax benefit that
is greater than 50 percent likely of being realized upon
ultimate settlement with a taxing authority that has full
knowledge of all relevant information.

In connection with the adoption of FIN 48, the
Corporation increased its reserves for uncertain tax posi-
tions and reduced retained earnings at January 1, 2007
by $1,407,000, primarily as a result of providing interest
accruals on uncertain temporary tax positions related to
temporary or timing differences.

The Corporation records interest accrued in relation
to unrecognized tax benefits as income tax expense.
Penalties, if incurred, are recorded as operating expenses
in the consolidated statement of earnings. At December
31, 2007, accrued interest of $2,848,000, net of tax
benefits of $1,863,000, was recorded as a current FIN 48
liability in the Corporation’s consolidated balance sheet.

Sales Taxes. Sales taxes collected from customers are
recorded as liabilities until remitted to taxing authorities
and therefore are not reflected in the consolidated
statements of earnings.

Research and Development Costs. Research and develop-
ment costs are charged to operations as incurred.

Start-Up Costs. Noncapital start-up costs for new facilities
and products are charged to operations as incurred.

Comprehensive Earnings. Comprehensive earnings for the

Corporation consist of net earnings, foreign currency
translation adjustments, changes in the fair value of
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forward starting interest rate swap agreements, the
amortization of unrecognized amounts related to pension
and postretirement benefits and, for years prior to 2006,
adjustments to the minimum pension liability.

The components of accumulated other comprehensive
loss, which is included in the Corporation’s consolidated
statements of shareholders’ equity, consist of the follow-
ing at December 31:

(add 000) 2007 2006 2005

Unrecognized amounts
related to pension and
postretirement benefits,
net of minority interest

Foreign currency
translation gains 6,250 2,419 -

Changes in fair value of
forward starting interest

$(38,883) $(37,291) $ -

rate swap agreements (4,399) (1,179) -
Minimum pension liability - - (15,325)
Accumulated other

comprehensive loss $(37,032) $(36,051) $(15,325)

Unrecognized amounts related to pension and postretire-
ment benefits, net of minority interest, at December 31,
2007 and 2006 are net of cumulative noncurrent deferred
tax assets of $25,484,000 and $24,399,000, respectively.
Changes in fair value of forward starting interest rate swap
agreements at December 31, 2007 and 2006 are net of
cumulative noncurrent deferred tax assets of $2,878,000
and $772,000, respectively. The minimum pension liabil-
ity at December 31, 2005 is net of cumulative deferred tax
assets of $10,027,000.

Earnings Per Common Share. Basic earnings per common
share are based on the weighted-average number of com-
mon shares outstanding during the year. Diluted earnings
per common share are computed assuming that the
weighted-average number of common shares is increased
by the conversion, using the treasury stock method, of
awards to be issued to employees and nonemployee
members of the Corporation’s Board of Directors under
certain stock-based compensation arrangements. The
diluted per-share computations reflect a change in the
number of common shares outstanding (the “denomi-
nator”) to include the number of additional shares that
would have been outstanding if the potentially dilutive
common shares had been issued. For each year presented
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in the Corporation’s consolidated statements of earnings,
the net earnings available to common shareholders (the
“numerator”) is the same for both basic and dilutive
per-share computations.

Accounting Changes. In September 2006, the Financial
Accounting Standards Board (“FASB”) issued Statement
of Financial Accounting Standards No. 157, Fair Value
Measurements (“FAS 157"). FAS 157 establishes a framework
for measuring fair value in generally accepted accounting
principles, clarifies the definition of fair value within that
framework and expands disclosures about the use of fair
value measurements. FAS 157 applies to all accounting
pronouncements that require fair value measurements,
except for the measurement of share-based payments.
FAS 157 is effective January 1, 2008 for the Corporation.
Additionally, in February 2008, the FASB issued a statement
of position delaying the effective date for all nonfinancial
assets and nonfinancial liabilities by one year, or January
1, 2009.

In December 2007, the FASB issued Statement of Financial
Accounting Standards No. 141 (revised 2007), Business
Combinations (“FAS 141(R)”), along with Statement of
Financial Accounting Standards No. 160, Noncontrolling
Interests in Consolidated Financial Statements, an amendment
of ARB 57 (“FAS 160”). FAS 141(R) requires recognizing
the full fair value of all assets acquired, liabilities assumed
and noncontrolling minority interests in acquisitions of less
than a 100% controlling interest; expensing all acquisition-
related transaction and restructuring costs; capitalizing
in-process research and development assets acquired; and
recognizing contingent consideration obligations and con-
tingent gains acquired and contingent losses assumed. FAS
160 requires the classification of noncontrolling interests
as a separate component of shareholders’ equity and
net earnings attributable to noncontrolling interests as a
separate line item on the face of the income statement.
FAS 141(R) and FAS 160 require prospective application
for all business combinations with acquisition dates on or
after the effective date, which is January 1, 2009 for the
Corporation. FAS 160 also requires retrospective application
of its disclosure and presentation requirements for all peri-
ods presented. At December 31, 2007, the Corporation
had minority interests of $45,997,000.
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Note B: Intangible Assets

The following table shows the changes in goodwill, all of
which relate to the Aggregates Business, by reportable
segment and in total for the years ended December 31:

Mideast
Group

(add 000) 2007

Balance at
beginning
of period $106,757  $60,494 $403,287 $570,538

Acquisitions - - 5,132 5,132

Amounts
allocated to
divestitures - -

Transfer of South
Carolina District 9,229

Balance at
end of period

Southeast West
Group Group Total

(1,003)  (1,003)

(9,229)

$115986 $51,265 $407,416 $574,667

(add 000) 2006

Balance at

beginning

of period $106,757  $60,494 $402,012 $569,263
Acquisitions - - 202 202
Adjustments

to purchase

price allocations - - 1,998 1,998
Amounts

allocated to

divestitures - - (925) (925)
Balance at

end of period $106,757  $60,494 $403,287 $570,538

Intangible assets subject to amortization consist of the fol-
lowing at December 31:

Gross Accumulated Net
Amount Amortization Balance
(add 000) 2007
Noncompetition
agreements $ 16,535 $ (13,174) $ 3,361
Trade names 1,300 (1,192) 108
Use rights and other 10,207 (4,450) 5,757
Total $ 28,042 $ (18,816) $ 9,226
2006
Noncompetition
agreements $ 16,110 $ (12,033) $ 4,077
Trade names 1,300 (1,006) 294
Supply agreements 900 (872) 28
Use rights and other 13,108 (6,759) 6,349
Total $ 31,418 $ (20,670) $10,748
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During 2007, the Corporation acquired $425,000 of other
intangibles, consisting of noncompete agreements, which are
subject to amortization. The weighted-average amortization
period for these agreements was 5 years. During 2006, the
Corporation did not acquire any additional intangible assets.

At December 31, 2007 and 2006, the Corporation had
water use rights of $200,000 that are deemed to have an
indefinite life and are not being amortized.

During 2006, the Corporation wrote off a licensing agree-
ment related to its structural composites product line,
as the asset had no future use to the Corporation. The
write off, which was included in cost of sales on the con-
solidated statement of earnings, reduced net earnings by
approximately $460,000, or $0.01 per diluted share.

Total amortization expense for intangible assets for the
years ended December 31, 2007, 2006 and 2005 was
$1,947,000, $3,858,000 and $3,964,000, respectively.

The estimated amortization expense for intangible assets
for each of the next five years and thereafter is as follows:

(add 000)

2008 $ 1,441
2009 1,119
2010 1,009
2011 1,009
2012 929
Thereafter 3,719
Total $9,226

Note C: Divestitures

In 2007, the Corporation disposed of or permanently shut
down certain underperforming operations in the follow-
ing markets of the Aggregates business:

Markets
Indiana and West Virginia
Alabama, Louisiana and Mississippi
lowa, Kansas and Oklahoma

Reportable Segment

Mideast Group
Southeast Group
West Group

These divestitures represent discontinued operations, and,
therefore, the results of their operations through the dates
of disposal and any gain or loss on disposals are included
in discontinued operations on the consolidated state-
ments of earnings.
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The discontinued operations included the following net
sales, pretax loss on operations, pretax gain or loss on
disposals, income tax expense or benefit and overall net
earnings or loss:

years ended December 31

(add 000) 2007 2006 2005
Net sales $ 6,256 $17,427 $32,644
Pretax loss on operations $(1,966) $(2,825) $(8,423)
Pretax gain (loss) on disposals 2,745 3,055 (446)
Pretax gain (loss) 779 230 (8,869)
Income tax expense (benefit) 537 185 (3,073)
Net earnings (loss) $ 242 $ 45  $(5,796)
Note D: Accounts Receivable, Net
December 31
(add 000) 2007 2006
Customer receivables $ 244,611 $ 242,497
Other current receivables 4,888 4,807
249,499 247,304
Less allowances (3,661) (4,905)
Total $ 245,838 $ 242,399

Note E: Inventories, Net
December 31
(add 000) 2007 2006

At December 31, 2007 and 2006, the net carrying value
of mineral reserves was $135,327,000 and $131,249,000,
respectively.

The gross asset values and related accumulated amortiza-
tion for machinery and equipment recorded under capital
leases at December 31 were as follows:

(add 000) 2007 2006
Machinery and equipment under

capital leases $1,014 $1,014
Less accumulated amortization (403) (231)
Total $ 611 $ 783

Depreciation, depletion and amortization expense related
to property, plant and equipment was $147,427,000,
$136,866,000 and $133,593,000 for the years ended
December 31, 2007, 2006 and 2005, respectively.

Interest cost of $3,873,000, $5,420,000 and $3,045,000
was capitalized during 2007, 2006 and 2005, respectively.

At December 31, 2007 and 2006, $82,365,000 and
$80,887,000, respectively, of the Corporation’s net fixed
assets were located in foreign countries, namely the

Finished products $ 244,568 $ 213,302 Bahamas and Canada.
Products in process and
raw materials 18,642 19,271
Supplies and expendable parts 42,811 37,935 Note G: Long-Term Debt
306,021 270,508 December 31
Less allowances (19,136) (14,221) (add 000) 2007 2006
Total $ 286,885 $ 256,287 6.875% Notes, due 2011 $ 249,860 $ 249,829
5.875% Notes, due 2008 202,066 204,224
6.9% Notes, due 2007 _ 124,995
During 2006 and 2005, the Corporation reserved certain 7% Debentures, due 2025 124,331 124,312
inventories related to its structural composites product 6.25% Senior Notes, due 2037 247,795 -
" he ch duced . b . | Floating rate Senior Notes, due 2010,
ine. The charges reduced net earnings by approximately interest rate of 5.51% 224,388 _
$664,000, or $0.01 per diluted share, for 2006, and approxi- Commercial paper, weighted average
mately $2,877,000, or $0.06 per diluted share, for 2005. interest rate of 5.34% 72,000 -
Line of credit, interest rate of 5.83% _ 537
Acquisition notes, interest rates
Note F: Property, Plant and Equipment, Net ranging from 2.11% to 8.00% 662 702
December 31 Other notes 3,220 665
(add 000) 2007 2006 Total 1,124,322 705,264
Land and improvements $ 430,697 $ 379,925 Less current maturities (276,136) (125,956)
Mineral reserves 191,415 186,001 Long-term debt $ 848,186 $ 579,308
Buildings 95,071 93,310
Machinery and equipment 2,126,110 2,000,880
Construction in progress 135,068 79,211 On April 25, 2007, the Corporation issued $250,000,000
2978361 2,739,327 of 6.25% Senior Notes due in 2037 and $225,000,000
Less allowances for depreciation, . ) ) )
depletion and amortization (1,544,808) (1,443,836) of Floating Rate Senior Notes due in 2010 (collectively,

Total $ 1,433,553  $ 1,295,491
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the “Senior Notes”). The 6.25% Senior Notes may be
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redeemed in whole or in part prior to their maturity at a
“make whole” redemption price. The Floating Rate Senior
Notes bear interest at a rate equal to the three-month
LIBOR (5.36% at December 31, 2007) plus 0.15% and
may not be redeemed prior to maturity. Upon a change
of control repurchase event or a downgrade in its credit
ratings, the Corporation will be required to make an offer
to repurchase all outstanding Senior Notes at a price in
cash equal to 101% of the principal amount of the Senior
Notes, plus any accrued and unpaid interest to, but not
including, the purchase date.

All Notes, Debentures and Senior Notes are carried net of
original issue discount, which is being amortized by the
effective interest method over the life of the issue. Except
for the Senior Notes, none are redeemable prior to their
respective maturity dates. The principal amount, effec-
tive interest rate and maturity date for the Corporation’s
Notes, Debentures and Senior Notes are as follows:

Principal

Amount Effective Maturity

(add 000) Interest Rate Date
6.875% Notes $ 249,975 6.98% April 1, 2011
5.875% Notes $ 200,000 6.03% December 1, 2008
7% Debentures $ 125,000 7.12% December 1, 2025
6.25% Senior Notes $ 250,000 6.45% April 30, 2037
Floating Rate

Senior Notes $ 225,000 5.65% April 30, 2010

The Corporation repaid its $125,000,000 6.9% Notes that
matured in August 2007 with proceeds from the April 2007
sale of the Senior Notes and issuances of commercial paper.

At December 31, 2007 and 2006, the unamortized value
of terminated interest rate swaps was $2,187,000 and
$4,469,000, respectively, and was included in the carrying
values of the Notes due in 2008. The accretion of the
unamortized value of terminated swaps will decrease
2008 interest expense by $2,187,000, at which time the
5.875% Notes will mature.

In September 2006, the Corporation entered into two
forward starting interest rate swap agreements (the
“Swap Agreements”) with a total notional amount of
$150,000,000. Each of the two Swap Agreements covers
$75,000,000 of principal. The Swap Agreements locked
in at 5.42% the interest rate relative to LIBOR related to
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$150,000,000 of the Corporation’s anticipated refinancing
of its $200,000,000 5.875% Notes due in 2008. Each of
the Swap Agreements provides for a single payment at
its mandatory termination date, December 1, 2008. If
the LIBOR swap rate increases above 5.42% at the man-
datory termination date, the Corporation will receive a
payment from each of the counterparties based on the
notional amount of each agreement over an assumed
10-year period. If the LIBOR swap rate falls below 5.42%
at the mandatory termination date, the Corporation will
be obligated to make a payment to each of the counter-
parties on the same basis. In accordance with FAS 133,
the fair values of the Swap Agreements are recorded as
an asset or liability in the consolidated balance sheets.
The change in fair value is recorded, net of tax, directly
in shareholders’ equity as other comprehensive earnings/
loss. At December 31, 2007, the fair value of the Swap
Agreements was a liability of $7,277,000 and was included
in other current liabilities in the Corporation’s consolidated
balance sheet. At December 31, 2006, the $1,951,000
fair value of the Swap Agreements was recorded in other
noncurrent liabilities.  Other comprehensive earnings/
loss for the years ended December 31, 2007 and 2006
included a loss of $3,220,000 (net of a deferred tax asset of
$2,106,000) and $1,179,000 (net of a deferred tax asset of
$772,000), respectively, for the change in fair value of the
Swap Agreements.

The Corporation has a $250,000,000 five-year revolving
credit agreement (the “Credit Agreement”), which is
syndicated with a group of domestic and foreign com-
mercial banks and expires on June 30, 2011. Borrowings
under the Credit Agreement are unsecured and bear inter-
est, at the Corporation’s option, at rates based upon: (1)
the Eurodollar rate (as defined on the basis of LIBOR) plus
basis points related to a pricing grid; (ii) a bank base rate
(as defined on the basis of a published prime rate or the
Federal Funds Rate plus 1/2 of 1%); or (iii) a competitively
determined rate (as defined on the basis of a bidding
process). The Credit Agreement contains restrictive cov-
enants relating to the Corporation’s debt-to-capitalization
ratio, requirements for limitations on encumbrances and
provisions that relate to certain changes in control.
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On April 17, 2007, the Corporation entered into an
amendment of the Credit Agreement, which modified the
leverage ratio covenant in the agreement. As modified,
the covenant requires the Corporation’s ratio of con-
solidated debt to consolidated earnings before interest,
taxes, depreciation, depletion and amortization (EBITDA),
as defined, for the trailing twelve months (the “Ratio”)
to not exceed 2.75 to 1.00 as of the end of any fiscal
quarter. Furthermore, the covenant allows the Ratio to
exclude debt incurred in connection with an acquisition
for a period of 180 days, provided that the Ratio does not
exceed 3.25 to 1.00. The Corporation was in compliance
with the Ratio at December 31, 2007.

Available borrowings under the Credit Agreement are
reduced by any outstanding letters of credit issued by the
Corporation under the Credit Agreement. At December 31,
2007 and 2006, the Corporation had $1,650,000 of out-
standing letters of credit issued under the Credit Agreement.
The Corporation pays an annual loan commitment fee to the
bank group. No borrowings were outstanding under the
Credit Agreement at December 31, 2007 and 2006.

The Credit Agreement supports a $250,000,000 commercial
paper program, of which $72,000,000 was outstanding
at December 31, 2007. No borrowings were outstanding
under the commercial paper program at December 31,
2006.

At December 31, 2006, $537,000 was outstanding under
a $10,000,000 short-term line of credit. No amounts were
outstanding under this line of credit at December 31, 2007.

Excluding the unamortized value of the terminated inter-
est rate swaps, the Corporation’s long-term debt maturi-
ties for the five years following December 31, 2007, and
thereafter are:

(add 000)

2008 $ 273,949
2009 217
2010 224,606
2011 250,081
2012 224
Thereafter 373,058
Total $1,122,135
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Note H: Financial Instruments

In addition to publicly registered long-term notes and
debentures and the Swap Agreements, the Corporation’s
financial instruments include temporary cash investments,
accounts receivable, notes receivable, bank overdraft and
other long-term debt.

Temporary cash investments are placed with creditworthy
financial institutions, primarily in money market funds and
Euro-time deposits. The Corporation’s cash equivalents
have maturities of less than three months. Due to the
short maturity of these investments, they are carried on
the consolidated balance sheets at cost, which approximates
fair value.

Customer receivables are due from a large number of
customers, primarily in the construction industry, and are
dispersed across wide geographic and economic regions.
However, customer receivables are more heavily concentrated
in certain states (see Note A). The estimated fair values of
customer receivables approximate their carrying amounts.

Notes receivable are primarily related to divestitures and
are not publicly traded. However, using current market
interest rates, but excluding adjustments for credit worthiness,
if any, management estimates that the fair value of notes
receivable approximates its carrying amount.

The bank overdraft represents the float of outstanding
checks. The estimated fair value of the bank overdraft
approximates its carrying value.

The estimated fair value of the Corporation’s publicly
registered long-term notes and debentures at December
31, 2007 was approximately $1,050,141,000, compared
with a carrying amount of $1,046,253,000 on the consoli-
dated balance sheet. The estimated fair value and carrying
amount exclude the impact of interest rate swaps. The fair
value of this long-term debt was estimated based on quoted
market prices. The estimated fair value of other borrowings
of $75,882,000 at December 31, 2007 approximates its
carrying amount.
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The carrying values and fair values of the Corporation’s
financial instruments at December 31 are as follows:

2007

(add 000) Carrying Value Fair Value
Cash and cash equivalents $ 20,038 $ 20,038
Accounts receivable, net $ 245,838 $ 245,838
Notes receivable, net $ 10,535 $ 10,535
Bank overdraft $ 6,351 $ 6,351
Long-term debt, excluding

interest rate swaps $1,122,135 $1,126,023
Forward starting interest rate

swap agreement liabilities $ 7,277 $ 7,277

2006

(add 000) Carrying Value Fair Value
Cash and cash equivalents $ 32,282 $ 32,282
Accounts receivable, net $ 242,399 $ 242,399
Notes receivable, net $ 12876 $ 12876
Bank overdraft $ 8,390 $ 8,390
Long-term debt, excluding

interest rate swaps $ 700,795 $ 724123
Forward starting interest rate

swap agreement liabilities $ 1,951 $ 1,951

Note I: Income Taxes
The components of the Corporation’s tax expense (ben-
efit) on income from continuing operations are as follow:

years ended December 31

(add 000) 2007 2006 2005
Federal income taxes:
Current $ 96,509 $ 80,520 $55,505
Deferred 4,416 12,767 7,610
Total federal income taxes 100,925 93,287 63,115
State income taxes:
Current 14,144 9,627 12,175
Deferred 796 3,996 (1,874)
Total state income taxes 14,940 13,623 10,301
Foreign income taxes:
Current (14) 669 788
Deferred 222 53 21
Total foreign income taxes 208 722 809
Total provision $116,073 $107,632 $74,225

For the years ended December 31, 2007, 2006 and 2005,
income tax benefits attributable to stock-based compen-
sation transactions that were recorded to shareholders’
equity amounted to $27,209,000, $24,112,000 and
$15,337,000, respectively.
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The Corporation’s effective income tax rate on continuing
operations varied from the statutory United States income
tax rate because of the following permanent tax differ-

ences:

years ended December 31 2007 2006 2005
Statutory tax rate 35.0% 35.0% 35.0%
Increase (reduction) resulting from:

Effect of statutory depletion (6.3) (6.4) (8.3)
State income taxes 2.0 1.9 2.1
Other items - - (1.6)
Effective tax rate 30.7% 30.5% 27.2%

The principal components of the Corporation’s deferred
tax assets and liabilities at December 31 are as follows:

Deferred
Assets (Liabilities)
(add 000) 2007 2006
Property, plant and equipment $(192,404) $(187,913)
Goodwill and other intangibles (33,631) (24,725)
Employee benefits 43,918 37,426
Valuation and other reserves 12,201 11,854
Inventories 29,580 4,966
Net operating loss carryforwards 7,866 7,194
Valuation allowance on deferred tax assets  (7,405) (6,821)
Other items, net (5,104) (929)
Total $ (144,979) $ (158,948)

Additionally, the Corporation had a net deferred tax asset
of $28,362,000 and $25,171,000 for certain items recorded
in accumulated other comprehensive loss at December
31, 2007 and 2006, respectively.

Deferred tax liabilities for property, plant and equipment
result from accelerated depreciation methods being used
for income tax purposes as compared with the straight-line
method for financial reporting purposes.

Deferred tax liabilities related to goodwill and other
intangibles reflect the cessation of goodwill amortization
for financial reporting purposes pursuant to FAS 142,
while amortization continues for income tax purposes.

Deferred tax assets for employee benefits result from
the timing differences of the deductions for pension
and postretirement obligations and stock-based com-
pensation transactions. For financial reporting purposes,
such amounts are expensed in accordance with FAS 87
and FAS 123(R), respectively. For income tax purposes,
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CORPORATE DIRECTORY: Board of Directors

Laree E. Perez

Managing Partner
The Medallion Company, LLC

Ms. Perez is the Managing Partner in The

Medallion Company, LLC, an investment man-

agement company. From February 1996 until

September 2002, she was Vice President of

Loomis, Sayles & Company, L.P. Ms. Perez
was co-founder of Medallion Investment Company, Inc. and served
as President and Chief Executive Officer from November 1991 until
it was acquired by Loomis Sayles in 1996. She also serves on the
Board of Directors of Reliant Energy.

Michael J. Quillen

Chairman, Board of Directors
and Chief Executive Officer
Alpha Natural Resources, Inc.

Mr. Quillen has served as Chief Executive
Officer of Alpha Natural Resources, Inc.,
since 2004 and has served as Chairman
of the Board since 2006. Alpha Natural
Resources, Inc., is a leading supplier of high-
quality Appalachian coal to electric utilities, steel and coke producers,
and industrial customers.

Dennis L. Rediker

President and Chief Executive Officer
The Standard Register Company

Mr. Rediker has served as President and Chief

Executive Officer of The Standard Register

Company since June 2000. The Standard

Register Company provides data manage-

ment solutions ranging from document
management to fulfillment services to consulting and e-business
solutions for a variety of industries. Prior to joining The Standard
Register Company in 2000, he was Chief Executive Officer of
English China Clay. Mr. Rediker also currently serves as Volunteer
Chairman of the National Composites Center.
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CORPORATE DIRECTORY: Board Committees

Richard A. Vinroot

Partner
Robinson, Bradshaw & Hinson, P.A.

Mr. Vinroot has been a member of the law
firm of Robinson, Bradshaw & Hinson, P.A. in
Charlotte, North Carolina since 1969.

From 1991 to 1995, Mr. Vinroot served as
Mayor of Charlotte, North Carolina.

AUDIT COMMITTEE
Mr. Bennett, Chairman
Mr. Maffucci

Mr. Menaker

Ms. Perez

ETHICS, ENVIRONMENT, SAFETY AND
HEALTH COMMITTEE

Mr. Menaker, Chairman
Mr. Maffucci

Ms. Perez

Mr. Quillen

Mr. Rediker

Mr. Vinroot

EXECUTIVE COMMITTEE
Mr. Zelnak, Chairman
Mr. Bennett

Mr. McDonald

FINANCE COMMITTEE
Mr. Maffucci, Chairman
Mr. Bennett
Mr. Quillen
Mr. Rediker

MANAGEMENT DEVELOPMENT AND
COMPENSATION COMMITTEE

Mr. McDonald, Chairman
Ms. Cole
Mr. Menaker

NOMINATING AND CORPORATE
GOVERNANCE COMMITTEE

Ms. Cole, Chairman

Mr. McDonald

Mr. Vinroot

page 81



GENERAL INFORMATION

NOTICE OF PROXY

A formal notice of the Annual Meeting of Shareholders
of the Corporation, together with a proxy and proxy
statement, will be mailed to each shareholder approxi-
mately four weeks prior to the meeting. Proxies will

be requested by the Board of Directors in connection
with the meeting.

ANNUAL REPORT ON FORM 10-K

Shareholders may obtain, without charge, a
copy of Martin Marietta Materials, Inc.’s Annual
Report on Form 10-K, as filed with the Securities
and Exchange Commission for the fiscal year
ended December 31, 2007, by writing to:

Martin Marietta Materials, Inc.
Attention: Corporate Secretary
2710 Wycliff Road

Raleigh, North Carolina 27607-3033

REGISTERED SHAREHOLDER CONTACT
INFORMATION

American Stock Transfer & Trust Company
Shareholder Services Department

6201 15th Street

Brooklyn, NY 11219

Toll Free: (800) 937-5449

Local & International: (718) 921-8124
Email: investors@amstock.com

Web site: www.amstock.com

Inquiries regarding your account records, issuance
of stock certificates, distribution of dividends and
IRS Form 1099 should be directed to American
Stock Transfer & Trust Company.

COMMON STOCK

Listed: New York Stock Exchange
Stock Symbol: MLM

INDEPENDENT AUDITORS

Ernst & Young LLP
3200 Beechleaf Court, Suite 700
Raleigh, North Carolina 27604-1063

CORPORATE HEADQUARTERS
2710 Wycliff Road

Raleigh, North Carolina 27607-3033
Telephone: (919) 781-4550

INVESTOR RELATIONS

Martin Marietta Materials, Inc.’s press releases

and filings with the Securities and Exchange
Commission can be accessed via the Corporation’s
web site.

Telephone: (919) 783-4540

Web site: www.martinmarietta.com

CORPORATE CODE OF ETHICS

Martin Marietta Materials, Inc.’s Code of Ethics and
Standards of Conduct booklet is posted on the
Corporation’s web site, www.martinmarietta.com.

CERTIFICATIONS

The Corporation has filed with the Securities and
Exchange Commission as Exhibits to its latest Annual
Report on Form 10-K Section 302 Certifications
made by the Corporation’s Chief Executive Officer
and Chief Financial Officer regarding the quality of the
Corporation’s public disclosure. The Corporation
has also submitted to the New York Stock Exchange
a certification made by the Corporation’s Chief
Executive Officer regarding compliance with the
Exchange’s corporate governance listing standards.
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