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TO OUR SHAREHOLDERS 

I am pleased to report generally satisfactory progress during the 1960 fiscal year. 
Consolidated sales for all divisions and subsidiaries increased from $47,745,073 in 
1959 to $60,206,918 in 1960, a gain of 26%. New facilities and equipment costing 
$5,114,309 were activated, bringing the total investment in plant and equipment to 
$15,569,618 a t  cost, an increase of 50%. This included completion and activation 
of an additional 220,000 square feet of floor space on the Stanford University 
Industrial Park site, a 12,800 square foot building a t  Loveland, Colorado, a 30,000 
square foot plant for the F. L. Moseley Co. in Pasadena, together with substantial 
additions of machinery and equipment. 

All divisions and subsidiaries of the company contributed to this growth. Hewlett- 
Packard S.A. tnade a substantial contribution with an increase of 60% over 1959 
in sales in Europe. Hewlett-Packard G. m. b. H., near Stuttgart in Germany, 
manufactured a number of the instruments sold in Europe. All other subsidiaries, 
Palo Alto Engineering Company, Boonton Radio Corporation, and F. L. Moseley 
Co., increased their sales during the year to add to the total for the company. 

Although our volume increased in a satisfactory manner, profits increased only 
8%. Earnings for 1960 were $4,226,645 or just under 43# per share on 9,845,012 
shares outstanding, as compared to $3,899,941 or just under 40# in 1959. The general 
recessionary factors in the business climate during the last half affected our per- 
formance, while a t  the same time we faced extra cost as the result of activating 
the new facilities and expanding our management organization to meet the greatly 
increased scope of activity. 

The entire amounts invested in new facilities and equipment, together with the 
additional working capital required for the larger volume, have been obtained from 
earnings and short term borrowings. Although no substantial additional investment 
in plant and facilities is anticipated for the coming year, we expect that all earnings 
will be reinvested to strengthen the financial position of the company during the 
year ahead, and no dividends should be expected. 

During the past year we have increased our technical staff by 32% and this has 
enabled us to widen the scope of our research and development program. While the 
results of this added research and development effort will take some time to have 
an effect in terms of additional new products, we believe it will better enable us to 
make continuing contributions to electronic instrumentation in the years ahead. 
This expanded research and development activity and the work we are doing to 
strengthen our management organization will continue to put pressure on profit 
margins, particularly if the business recession deepens during the next few months. 
I t  is our intention, however, to continue our efforts to strengthen the company in 
ways we believe will best enable it to take advantage of opportunities for a long 
range future, even though this course will probably not maximize our earning capa- 
bility in the year ahead. 

PRESIDENT 



Several events marked 1960 asa good year 
for Hewfett-Packard. In addition to 
achieving record sales and earnings, the 
company strengthened its research and 
development eflort, expanded its p d u c -  
tion capacity and successfuJly introduced 
several important new products to the 
market. Foreign oprations continued t~ 
grow, spumed by the company's inmeas- 
ing marketing and m a ~ ~ & e  a c t i ~ -  
ties overseas. The grodh of subsidiary or- 
ganizatiors also oontributed significantly 
to  Hewlett-Packard's overall progress 
during the year. 

PRODUCT DEVELOPMENT 
'Ib maintain Hewlett-Packard's leader- 
ship in developing new electronic meas- 
uring imtruments, the company contin- 
ued to accelerate its research and develop- 
ment activity. 

Expenditures for R&D totaled $3,886,- 
000, a 26% incream over 1959. Tha addi- 
tion of a number of graduate engineam and 
physicists brought the total nunher of 
technical personnel employed by the 
company to over 400. Staff addi%llei were 
csmpleanented hy a 30% physical axgmn- 
sion of laboratory facilities. 

As a result of its aggressive remela 
a d  developm~~t effort, Hewlett-Paehd 
continued to introduce many new imtm- 
ments to the electronic -kt. It &I &- 
nificant to note that of the ~ornpany's 
total sake in 1960, marly 25% came h m  
products placed on the market wiehin the 
past two year5. 

Several of the b ' s  new devices repre- 
sent major &enti& a d m m  and are de- 
signed to perform critical measureimnts 
with the' *utmost pmzision and accuracy, 
A new m p h g  d o s c o p e ,  far example, 
measures and displays electrical phmom- 

OPERATIONS 

ena lasting as briefly as one billionth of a 
second-the time i t  takes light to travel 
only one foot. 

Another newly-developed device, a pri- 
mary frequency and time standard, was 
designed to meet stringent requirements 
for accurately determining frequency and 
time, particularly in such fields as space 
navigation, satellite tracking and missile 
guidance. The standard, which includes 
several precision instruments, has a short- 
term accuracy of one part in ten billion. 
This is equivalent to an error of only one 
inch in the distance between the earth 
and the moon. 

In order to provide broader support for 
the company's new product program, con- 
siderable effort was devoted to the devel- 
opment of precision components uniquely 
suited for instrumentation work. These in- 
clude photo-conductive devices, semicon- 
ductor diodes, quartz crystal devices and 
cathode ray tubes. These components are 
not being marketed separately, but are 
being developed to provide Hewlett-Pack- 
ard a proprietary technical advantage in 
its instruments. 

EXPENDITURES ON RESEARCH A N D  DEVELOPMENT 
4 .  I 



Another important research program, 
advanced during the past year, is directed 
toward the application of electronic in- 
strumentation in industry. Its goal is to 
increase the usefulness of Hewlett-Pack- 
ard instruments in industrial applications, 
particularly in systems of measurement 
which provide for automation and control. 

EXPANSION OF FACILITIES 
To keep pace with the company's steady 
growth, Hewlett - Packard continued to 
expand its facilities during the past year. 
Early in 1960 the company completed two 
additional buildings at  its headquarters 

plant in Stanford Industrial Park. With 
the addition of these units, the Stanford 
complex now includes four principal b d d -  
ings, each a modern two-story structure 
covering approximately an acre. The plant 
provides 387,500 square feet of flaor space 
and is considered among the most efficient 
and attractive facilities in the electronics 
industry. 

The plant's principal units include the 

Situated on a %-acre hilttap site in Stanford Industrial Park, 
Hewlclt-Packardk new headquarfers plant provides a sweep- 
ing view of Peninsula communities and lower Son Francisco 
Bay. The plont is considered among the masf madern and 
attractive facilities in the electronics industry. 



company's administrative headquarters, 
its central research and development de- 
partment, two major manufacturing units 
and a large warehouse. The research and 
development building includes several spe- 
cialized facilities, such as fully-equipped 
chemistry, qu&z crystal, semi-condudor 
and vacuum tube laboratories, a standards 
lab and a model shop. 

Each manufacturing building has its 
own sheet metal, painting, assembly and 
test facilities. In addition, a centralized 
machine shop, plating facilities, and re- 
ceiving and shipping departments are 
available to both manufacturing units. 

The p h t  also includes a large cafeteria, 
a spacious and convenient parking area, 
and a central patio. The patio, easily ac- 
cessible to all buildings, is attractively 
landscaped and includes horseshoe pits, 
badminton courts and other recreational 
facilities. The entire plant has been de- 
signed to provide the utmost in employee 
comfort and qonvenience. 

Expansion of the Stanford plant has in- 
creased Hewlett-Packard's productive ca- 
pacity by approximately 50%. The com- 
pany now has three major production 
units, two in the Stanford complex and 
one in Palo Alto. The latter includes man- 
ufacturing facilities for the company'sDy- 
mec Divbion, as well as a newly-estab- 
lished p h t  for producing semiconduc- 
tors and other precisian components. 

The past year also saw the start-up of a 
small manufacturing facility in Loveland, 
Colorado, some 55 miles from Denver. Al- 
though Loveland operations are currently 
housed in a 12,800 square foot building, 
the company has acquired an 80-acre site 
to provide for a major facility in the y e m  
ahead. 

This tape-controlled milling machine increaxeiss production 
speed and efficiency by automatically performing several dif- 
ferent machining operations an a complicated mechanical part. 

In addition to expanding its mslnufac- 
turing space during 1960, Hewlett-Pack- 
ard made a substantial investment in pro- 
duction equipment. A major part of this 
inves@ent is represented by new machine 
tools in the Stanford plant to increme ef- 
ficiency and reduce manufacturing costs. 

A noteworthy addition to the company's 
machine shop is a new, highly-efficient, 
tape-controlled milling machine which 
automatically performs several machining 
operations on a complicated mechanical 
part. These operations include milling, 
drilling, reaming, tapping and boring--all 
of which are performed individually and 
with utmost precision. Operations are pro- 
grammed and all automatically controlled 
from data furnished by a punched tape. 

Another major acquisition during 1960 
was a vacuum die-caster for speeding the 
production of precision die-cast parts. 
These and other new machine tools pro- 

vide Hewlett-Packard with the most mod- 
ern equipment for producing an expand- 
ing line of precision electronic instruments. 
These new facilities will save valuable time 
between design and production, and will 
enable the company to achieve greater effi- 
ciency and economy in its entire manufac- 
turing operations. 

MARKETING ACTlVlTl ES 
The past year was marked by keen com- 
petition in nearly aIl areas of the electronic 
instrumentation market. With the devel- 
opment of new and improved products and 
more effective selling techniques, there is 
every indication that this trend wiU con- 
tinue and that the market will become 
increasingly competitive in the years 
ahead. 

l'b meet this challenge, the company 

Among the significant new instruments introduced by Hewlett- 
Packard in 1960 is  the Model 185A sampling oscilloscope. 

mi- 



devoted considerable effort during 1960 to 
strengthening its marketing organization 
and establishing a more efficient and ag- 
gressive sales program. The results of this 
increased marketing effort are reflected in 
a sales growth of 26% during the past year. 

The company's line of over 400 meas- 
uring instruments and accessory devices is 
sold worldwide through a network of in- 
dependent sales representatives. At the 
end of the fiscal year there were 14 inde- 
pendent firms selling Hewlett-Packard 
equipment in the U. S. alone. These firms 
have offices in 42 key marketing centers 
and a combined sales force of over 250 
highly-trained field engineers and tech- 
nicians. 

Supporting the field engineering group 
is a large staff of marketing specialists 
headquartered a t  the company's admin- 
istrative offices in Palo Alto. This staff co- 
ordinates the activities of the field sales 
force and provides essential supporting 
functions, such as sales training, adver- 
tising, sales promotion and the planning 
and preparation of Hewlett-Packard ex- 
hibits for technical shows and conferences. 

Since superior customer service is a key 
to continued sales growth, the company 
made a concerted effort during 1960 to 
improve and expand its customer service 
program. An important part of this effort 
was the development of a more rapid and 
efficient method of supplying and deliver- 
ing spare parts. The company also in- 
creased the flow of helpful technical in- 
formation to customers and expanded its 
customer training activities. Several sem- 

Distinguished visitors to Hewlett-Packard's Stanford plant in 
1960 included Charles de Gaulle. The French president ond his 
party were escorted on a four of the company's new focilities 
by William R. Hewlett (right). 

inars were conducted at the Hewlett 
Packard plant to instruct customer per- 
sonnel in the proper operation, applica- 
tion and maintenance of the company's 
instruments. 

The company also accelerated the train- 
ing of its own sales force to keep pace with 
the rapid development of new products. 
'I% provide field engineers with a thor- 
ough technical knowledge of these new de- 
vices, the company increased the number 
and scope of its factory sales seminars. 

In addition to expanding its trade jour- 
nal advertising and product publicity pro- 
grams, the company made more extensive 
use of direct mail advertising to stimuIate 
sales of Hewlett-Packard products. Direct 
mail campaigns were particularly effective 
in attracting visitors to the company's ex- 
hibits at  various technical conferences. 
The two most important conferences of 
the year-the Institute of Radio Engi- 
neers meeting in New York and the WES- 
CON convention in Los Angeles-each 
produced record-breaking attendance a t  
the Hewlett-Packard exhibits. 

Winter in Loveland, Colorado, finds a mantle of snow rur- 
rounding the company's new manufacturing plont. 





G. A. Downsbrough 
President 

Boonton Radio Corporation 

DIVISIONS and SUBSIDIARIES 
During the 1959 fiscal year, Hewlett- 
Packard acquired four domestic &ms 
whose activities and products are directly 
related to the company's field of interest. 

In the past year these newly-acquired 
companies have made substantial progress. 
Each has increased its sales volume, has 
broadened its product line and expanded 
its staff and facilities. 

DYMEC, a division of Hewlett-Pack- 
ard, was founded in 1956. Located in Palo 
Alto, the division designs and manufac- 
tures s d  electronic instrumentation 
systems whose concept is based upon ad- 
vanced technology. In general, these sys- 
tems fall into two broad categories---digi- 
tal data systems and radio frequency sys- 
tems. While many comprise standard 
items, others are complex systems de- 
signed specifically to meet exacting cus- 
tomer requirements. 

During 1960, Dymec achieved a 26% 
growth in shipments and increased its em- 
ployment to 260. The employment in- 
crease resulted primarily from a doubling 
of the division's engineering staff, thereby 
enabling the staff to design and manufac- 
ture a wider variety of specialized systems. 

Specific design and manufacturing ac- 
complishments during 1960 included the 
delivery of initial units of a large scale, 
highly complex signal generator system 
for an important air defense project; the 
division's entry into the automatic elec- 
tronic component testing field, and the ex- 
pansion of the Dymec line of "building 
block" modules for inexpensive digital 
data systems. 

BOONTON RADIO CORPORATION, 
founded in 1935, is a wholly-owned sub- 

sidiary of Hewlett-Packard. This well- 
established company, headquartered in 
Boonton, New Jersey, is a pioneer manu- 
facturer of precision instruments for meas- 
uring electrical circuit quaIity and testing 
aircraft guidance systems. The firm has 
achieved wide recognition for its top-qual- 
ity impedance measuring equipment, par- 
ticularly its Q meters. The Q meter, a 
fundamental tool in electronics, is a sensi- 
tive device whose basic function is to meas- 
ure the Q or "figure of merit" of coils. 

During 1960, Boonton Radio's sales in- 
creased 14% and its employment grew to 
160. A significant event during the year 
was the groundbreaking for a new, 60,000 
square foot plant in Rockaway Township, 
New Jersey.This modern facility, located 
some 30 miles from New York City, will in- 
clude the company's new administrative 
offices, engineering laboratory and produc- 
tion facilities. A 70-acre site provides ade- 
quate space for a major plant expansion 
in the years ahead. 

1960 also recorded significant advances 
by Boonton Radio in the development of 
new products. The compmy's latest Q 
meter, for example, is based on an entirely 
new design principle, one which exten& 
the frequency range of Q measurements. 
The instrument is also highly useful in de- 
termining certain characteristics of =mi- 
conductors. 

F. L. MOSELEY CO., founded in 1951, 
is a leading designer and manufacturer of 
precision X-Y chart recorders and related 
electronic instruments. The company, lo- 

Boonton Radio Corporat~on's new 60,000 square-foot plant 
is currently under construction on a 70-acre s i k  in Rockaway 
Township, New Jersey. 



cated in Pasadena, California, became a 
subsidiary of Hewlett-Packard in 1958 
when the parent h acquired 80% of the 
Moseley Co. stock. 

During the past year, Moseley achieved 
marked growth in virtually all aspects of 
its operations. Highlights included a 20% 
increase in sales, the construction of new 
facilities, enlargement of the company's 
product line and the establishment of a 
broader marketing program. 

In mid-1960 the company occupied a 
new plant in Pasadena. This modern facil- 
ity provides an additional 30,000 square 
feet of space and substantially increases 
Moseley's engineering and manufacturing 
capacity. 

The firm's line of X-Y recorders was ex- 
panded with the addition of several new 
instruments and accessory devices. Among 
these products is a compact, flat-bed re- 
corder which is completely new in engi- 
neering concept and styling. In the digital 
field, the company developed a magnetic 
tape plotting system providing a contin- 
uous graphic recording of data obtained 
from large computers. 

PAL0 ALTO ENGINEERING COM- 
PANY was founded in 1951 to supply spe- 
cial transformers for Hewlett-Packard in- 
struments. A wholly-owned subsidiary, it 
now sells nearly 35% of its output of 
transformers and related components to 
h s  outside the parent company. 

PAECO achieved a 30% sales growth 
during 1960 and increased its employment 
to 180. Plant capacity now totals 33,000 
square feet in a modern facility in Palo 
Alto. 

The firm broadened its line of products 
and initiated a modest research program 
in addition to expanding its design and 
manufacturing activities. 

company's products receivea growing ac- 
ceptance included Canada, Japan and 
Australia. 

Shipments from the company's new 
manufacturing facility in Germany in- 
creased substantially over the past year. 
This facility, located in Boblingen, Wiirt- 
temberg, is now producing some 15 dif- 
ferent types of instruments for the grow- 
ing European market. The plant is oper- 
ated by a manufacturing subsidiary, Hew- 
lett-Packard G.m.b.H. 

The company's European marketing 
subsidiary is Hewlett-Packard S.A., head- 
quartered in Geneva, Switzerland. Its pri- 
mary function is to supervise and coordi- 
nate the activities of independent organ- 
izations selling Hewlett-Packard equip- 
ment throughout Western Europe. 

To improve the effectiveness of these 
sales groups, important additions were 
made to the facilities and staff of Hew- 
lett-Packard S. A. during 1960. The firm 
stepped up its sales training activities a t  
its headquarters office in Geneva. These 
activities, coordinated by a training su- 
pervisor, are extremely beneficial in in- 
creasing the technical knowledge and sell- 
ing ability of the independent sales repre- 
sentatives. 

The company expanded its technical 
sales office in Frankfurt, Germany, by oc- 
cupying new and larger quarters and add- 
ing to its staff. 

For the past several months Hewlett- 
Packard S. A. has been exhibiting the 
company's new equipment in a mobile 
demonstration laboratory which tours 
various industrial and scientific centers in 
Wmtern Europe. This fully-equipped bus 
has been highly successful in stimulating 
sales. A second mobile lab was recently ac- 
quired to provide broader coverage of pres- 
ent and potential customers. 

INTERNATIONAL OPERATIONS 
Hewlett-Packard continued to strengthen 
its position in the foreign market during 
1960. S a b  to customers outside the 

2 - United States were up an impressive 60% 
over 1959. These sales repre~ented ap- 
proximately 14% of the company's total 
volume. 

At the end of the fiscal year, Hewletti 
Packard instruments were being sold in 68 
countries. The well-established European 
market accounted for the bulk of foreign 
sales. Other major areas in which the 

F. L, Moseley Co.'s new plant in Pasadena provides the firm 
with an additional 30,000 square feet of engineering and pro- 
duction space. 

F. L. Moseley 
President 

F. L. Moseley Co. 



Customer service was also enhanced by 
the development of more efficient methods 
of shipping and delivering Hewlett-Pack- 
ard products. Those instruments which 
are exported to Europe from the com- 
pany's U. S. manufacturing plants are 
now shipped directly to a central ware- 
house in Basel, Switzerland,via air freight. 
This innovation has speeded deliveries to 
European customers and reduced pack- 
aging costs. 

During 1960 the company began adver- 
tising its products in European technical 
publications, and distributing sales litera- 
ture printed in several different languages. 

Arrangements were also completed dur- 
ing the year to wordinate the European 
sale and distribution of products manu- 
factured by two of Hewlett-Packard's do- 
mestic subsidiaries, Boonton Radio Cor- 
poration and F. L. Moseley Co. 

PERSONNEL GROWTH 
Hewlett-Packard's expanding operations, 
both a t  home and abroad, create a contin- 
uing need for qualified personnel. In 1960 
the company and its subsidiaries added 
over 500 full-time employees, bringing the 
total employment a t  year-end to approxi- 
mately 3,500. Of this number, 2,600 are 
employed by the parent company. 

Selection and hiring of qualified people 
is a prime responsibility of the company's 
Personnel Department. To assure that 
Hewlett-Packard's operations will be ade- 
quately staffed, the department acceler- 
ated its personnel recruitment activities 
during 1960. It also strengthened the com- 

Hewlett-Pockard's extensive troining program includes several 
courses for engineers and other technical personnel. 

pany's salary and wage system, and ex- 
panded its plant safety program. 

Since Hewlett-Packard follows a policy 
of promoting from within whenever pos- 
sible, the company placed increasing em- 
phasis upon employee training during the 
past year. New programs were initiated, 
and existing programs expanded. Of par- 
ticular significance is a newly-established 
supervisory development program. This is 
a conference-type training course covering 
management methods, organization, w'- 
sonnel policies and human relations. Over 
200 supervisors received this training dur- 
ing 1960. 

Other programs are designed to im- 
prove productive skills and to streamline 
manufacturing methods and procedures. 
Still others are designed to acquaint non- 
technical personnel with basic informa- 
tion about Hewlett-Packard products and 
the firm's role in the electronics industry. 

In addition to its in-plant training 
courses, the company has established a 
program of educational assistance for em- 
ployees. This includes a 50% tuition re- 
fund for successful completion of job-re- 
lated courses at nearby schools and col- 
leges. The company also encourages and 
supports the participation of technical 
personnel in specid conferences and sem- 
inars throughout the country. 

These and similar programs are designed 
to help the employee increase his capabili- 
ties and stature within the company, and 
to enable Hewlett-Packard to develop 
much of its leadership directly from its 
own ranks. 

A landscaped patio in the new Stanford plant provides a num- 
ber of different recreational facilities for employees. 
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CONSOLIDATED STATEMENT OF INCOME -- 
for the Years Ended October 31, 1960 and 1959 

. . . . . . . . . . . . . .  Sales, net 
Cost of goods sold . . . . . . . . . . .  
Gross profit on sales . . . . . . . . . . .  
Selling, administrative and general expense . . 
Net profit from operations . . . . . . . .  
Othep income . . . . . . . . . . . . .  

. . . . . . . . . . .  TOTAL 
Other deductions . . . . . . . . . . .  
Net income before provision for federal and 

. . . . . . . .  foreign taxes on income 
Provision for federal and foreign taxes on income 
Net income before provision for minority interest 

. . . . . . . .  Income to minority interest 
Net income . . . . . . . . . . . . . .  
The accompanging Notes to Financial Statements are an integral part hereof. 

= CONSOLIDATED STATEMENT OF SURPLUS 
for the Years Ended October 31, 1960 and 1959 

PAID-IN SURPLUS 
. . . . . . . . . . . .  Balance, beginning of year 

Excess of market value or proceeds received over par value of 
capital stock issued under stock purchase and stock option 
plans less expenses in connection with the issuance of cap- 

. . . . . . . . . . . . . . . . .  ital stock 
Balance, end of year . . . . . . . . . . . . . . .  

EARNED SURPLUS 
Balance, beginning of year . . . . .  

. . . . . . .  . . a .  Net income 
. . . . . . . . . . . . . . .  TOTAL.  

Leas : 
Transfer to capital stock regarding 200% stock distribution 

which effected a 3 for 1 stock split . . . . . . . .  
Gash dividend paid by subsidiary company 

prior to acquisition . . . . . . . . . . . . .  
. . . . . . . . . . . . . .  Balance, end of year 

The accompanping Notes to Financial Statements are a n  integral part hereo~.  



HEWLETT-PACKARD COMPANY 

NOTES TO FINANCIAL STATEMENTS 
October 31. 1960 

1. The congalidat.& financial statements include the aeeounb of all The number of shares remmed for these options changed during the year 
wholly-owned and ma,iority+wned domeaEie and foreign suhgidiaries. as follows: 
Applicable rates of exchange have been u e d  ed tramlate firelm currency Shures - 
amounts into United Stake dollars. Reserved a t  beginning of year . . . . . . . . . . . . . 89.962 

2. Acmunb reoeivable in  the amount of $200.000 hnve heen pledged as 
security for a short-term note parable of $152,955. 

3. The property. plant and equipment accounts inchide $429.625 repre- 
sentins emergency facilities -red undai Certificates of Neceaaity. 
These facilities were amortized over a &re year period from date of 
muisition and have been to lb  amortired and continue to be used in the 
operations. 

A t  October 81. 1960. land and buildings with a net book value of 
418.497 and $767.702, respectively. were pledged by deeda of trust aa 
security for the mortgages payable. 

4. During August 1960, the stockholders approved an amendment to the 
Company's Articlea of Inaorporation increasing the authorired number of 
shares of capital stock frem 5.OOQ.000 to 15.000.000 shares and also ap- 
proved a 200% stock disMbution made aa oP September 1. 1960 which 
effected a 8 for 1 atock split. In  cunnection with the 200Ye ' 8 k  distniu- 
tion the capital stock account was increased by a transfer from earned 
surplus of $6,555,926. 

5. Hewlett-Packard Company granted on November 6, 1967. certain of 
its officers and employees restricted stoek options to acquire its own 
easltal sbck a t  a price of $16.00 a share. khe market price at  &at date. 
On February 26, 1960. HewlettPackara Campany also granted certain 
oflicers and employees of one crf its eubsidiaries. restricted stock option* 
for 6.600 shares of Hewlett-Packard Company capital stock a t  a price of 
864%. which was 96% of the market price on that date. These options 
are exercisable after one year and within five years from d a b  of grant. 

ACCOUNTANTS' REPORT 

Add: 
Options granted . . . . . . . . . . . . . . 6.600 
Imrease in number of shares under option 

occasioned by 20046 stock distribution . . . . . - 81,834 

Deduct : 127.796 
Options exercised . . . . . . . . . . . . . . 5,322 
Options terminated . . . . . . . . . . . . . 1,116 6,487 -- 

Reserved at end of yesr . . . . . . . . . . . . . . . 121.869 
At October 81, 1960. the &ares reserved for optiona were as follows: 
104,859 shares a t  $6j$ a &are and 1B.500 shares at $18 - 6/24 pu share 
(the option prices are after the effed of the 200% stock distribution). 
€3. During 1959, HewlettPackard Cmnpany adopted a plan for employees 
to purchase 25.000 shares of the Company's capital stock. The plan 
requires the Company and participating mbaidiaries to contribnte 25% 
of the purcham price (approximate market price) of such stock a t  dates 
of purchase. There were 26,251 share$ of capital stock reserved for this 
plan a t  October 81, 1960, after giving dect  to the 200% stock dis- 
tribution. 
7.Sale5 recorded during the gears ended October 31. 1969 and 1960, 
subject to the U. S. Renegotiation Act of 1961. an amended. remain 
subject to review. The management believes that when such salm are 
examined there will be no refund payable. 
8. The companies provide for thetr liabilities under profit-sharing and 
other pension and retirement plans by deposits with trustees of such 
plans. 



HEWLETT-PACKARD COMPANY 

TEN-YEAR CONSOLIDATED SUMMARY OF EARNINGS 
Years Ended October 31 

1960 1959 1958 
Income 

Sales, less returns and allowances . $60,206,918 $47,745,073 $35,658,353 $32,608,235 
Other Income . . . . . . . . 449,178 295,194 203,384 

Total. . . . . . $60,656,096 $48,040,267 $35,856,737 $32,773,066 
Deductions 

Cost of goods sold and operating expense . . . $38,209,287 $29,047,475 $22,557,775 $19,954,467 
Selling, administrative and general expense . . 13,743,029 10,737,881 7,906,258 
Interest . . . . . . . . . . . . . . 204,868 82,546 92,132 
Net refunds due to renegotiation . . . . , - - - - - - - - - - - - - . - - - - - - - - - - 
Net refunds due to price redetermination . . . - - - - - - - - - - - - - - - - - - - - - - - - 

Total. . . . . . . . . . . . .$52,157,184 $39,867,902 $30,556,165 $27,801,491 
Income before federal and foreign taxes . . . . $ 8,498,912 $ 8,172,365 $ 5,300,572 $ 4,971,575 
Provision for federal and foreign income taxes 

Federal normal taxes on income . . . . . . $ 4,090,930 $ 4,229,403 $ 2,719,095 $ 2,568,126 
Federal excess profits taxes on income . . . . - - - -. - - - -. - - - - - - . - - - - . . 
Foreign taxes on income . . . . . . . . 154,535 18,971 .- - - - - - - 

Total . . . . . , . . . . . . . $ 4,245,465 $ 4,248,374 $ 2,719,095 $ - 
Income before provision for minority interest . . $ 4,253,447 $ 3,923,991 $ 2,581,477 $ , -, 

Income to minority interest . . . . . . . . 26,802 24,050 9,625 
Net income . . . . . . . . . . . . . . $ 4,226,645 $ 3,899,941 $ 2,571,952 $ 2,391,7827 
Net income per share of capital stock* . . . . $ .429 $ .396 $ .261 

*Computed on the basis of 9,845,012 shares outstanding as of October 31,1960. 
?After special charge, net of $425,265. 
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WEASUREMENT IN THE SIXTIES ... 
A continuing challenge for Hewlett-Packard 

Accurate m e w r e m e n t  i s  the basis for scimtific progress. This  aphorism, as 
obvious to the ancient Pythagoreans tm to  contemporary physicists, t&es on new 
meaning and dimension as our Western c i v i l i d i o n  moves deeper into the decade 
of the Sixties. Certainly the Free World's strength and progress over the next  
several years will depend largely upon i t s  scientific achievements. And these, in 
turn, can be rea1;zed only with continuing and significant advances in the art 
of  measurement. 

Hewlett-Packard is among those firm in the electronic indus tm sharing a 
vital responsibility to enhance the measuring art. Since i ts  founding slightly 
more than two decades ago, the company has directed all its ef forts  toward the 
field of electronic instrumentation. This specialization has stimulated the output 
of  literally hundreds of devices which measure various electrical quantities wi th  
utmost precision and wi th  operating speed and &mplicity. - Several Hewlett-Packard instruments, such as the firm's recently-developed 
time/frequency standard and sampling oscilloscope, represent major break- 
throughs in electronic measurement. Others, while not as immediately significant 
or dramatic, fulfill a basic company objective o f  constantly contributing to  tech- 
nological progress. 

Although Hewlett-Paekard's past accomplishments are a source of pride, it is 
to  the future that the company looks for  i t s  greatest opportunities for achieve- 
ment. The decade of the Sixties poses a whole new set of challenges to the 
electronic indzcstry. To meet these challenges successfully, the i n d u s t ~ y  mwt be 
equipped with instmmentation based on new concepts and born of  the most 
advanced technical research. 

The needs for new measuring devices are real and urgent. A basic and cmk 
tinuing necessity is for instruments provaing higher degrees of  accuracy. 
Measurement i s  not a finite art;  today's a c c u r d e s  must  be sharpened to  meet 
the more stringent requirements o f  tomorrow. 

There i s  a need for devices combining a more sophisticated performance with 
high reliability and reasombla cost. I n  many cases, this calk for new types of 
components and bold departures from conwentiom4 munafactzcring techniqws. 

The broad area of process i n s t r u m e d a t i m  and control represeats still another 
need for improved instruments and system$. Chemicals, petvoleurn, metals, g h s ,  
tmti les -nearly all major industries oper exciting possibilities for electrmic 
instrumentation. 

A continuing challenge to  Hewktt-Packard is to  anticipate and fdfill  these 
needs with instruments which will continue to  represmt the most i m m € i v e  
design and @eat craftsmanship. A s  it tsas in the past, the company inten& t o  
meet this chal1en;ge with every resmrce &t i t s  command. B y  so doing, it will 
o m t k w  to  grow and t o  help America - and the Free World - OF mw ts&- 
nobg4cat frontiers. 
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Flanking the main entrance to Hawlet kard's new Stanford plant crre two moraic murals. 
each symbolic of the electronic industry, On the murol shown above are geometrical de- EDWlN E. VAN BRONKHORBT, Secretary-Treasurer 
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