YEAR IN B R 1 E F

The company established new sales and earnings records, with
sales rising 8% over 1963 and net earnings climbing 29%.
Earnings per common share increased from 6 0 cents in 1963
to 78 cents in 1964.

Through an acceleration of its research and development
activity and through acquisition, the company made further
progress in diversifying its product line and expanding its technology into new and promising fields.

A number of new products emanated from the Hewlett-Packard
laboratories, including a new spectrum analyzer, microwave
spectrometer, and cesium beam frequency standard. These and
other devices introduced to the market in 1964 are expected
to add significantly to 1965 sales volume.

International markets continued to expand rapidly, with orders
from wstomers outside the United States up 25% over 1963.
Hewlett-Packard products are now sold in 9 9 foreign countries,
and these sales account for 20% of the company's total volume.

The company increased its plant capacity by more than 350,000
square feet. New plants were built in Colorado Springs and
Tokyo, and existing facilities expanded in Berkeley Heights, New
Jersey; Pasadena, California, and Boblingen, West Germany.

The company passed an important milestone with the observance of its 25th anniversary. Since its founding in 1939,
Hewlett-Packard has grown into a dynamic, world-wide organization with 1,500 products, 1 5 plants and 7,500 employees.
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As indicated by this 1939 profit and l o ~ &atement,
s
HewlettPackard had sales of $5,365in itsefirst $ear of operation.
In 1964, its 25th anniversary ywr, the Campany sold thi
much equipment in 5% rninuhs af a wrking day.

I am pleased to report that 1964, our
25th anniversary year, was a
good year for Hewlett-Packard.
We were able to achieve a new high in both sales and
earnings and make considerable progress in several
other important areas, as well.
Consolidated sales amounted to $124,909,724 in
fiscal 1964, exceeding by 8% the previous high of
$ 1 15,930,801 recorded in 1963. Incoming orders
totaled $130,381,781, a gain of 8% over the previous
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Net earnings amounted to $9,366,916, up 29%
from last year's $7,250,097. After payment of preferred dividends, 1964 earnings allocated to common
stock were equivalent to 78 cents a share on 11,452,387 shares outstanding at the end of the year. This
compares with 60 cents a share on 11,331,654 common shares outstanding in 1963.

Our international business continued to grow
bide the United
13,459. It is inters t i n g to note that this is a greater volume of business
khan the entire corporation recorded in 1954, only
The company continued to strengthen its financial
psition in 1964. Working capital increased 22% ta
a year-end total of $41,022,531. The ratio of current
3-3-to-1, and the
67,356,381 from
the previous year's $56,2CJ6,7@.
Because of our strang financial pasitian, it is
p w i b l e that funds may be available to retire the presoutstanding cumulative convertible preferred
when it becomes callable next Septemh~.In
tion, the Board of Directors has agrwd in principle

that it is appropriate to consider a cash dividend program on common stock this year. Accordingly, this
subject will be discussed at the January board meeting, with the possibility that some action will have
been taken and announced by the time this report
reaches you.
During 1964 we have made progress in diversifying
our product line and expanding our technology into
new fields. With the slowup in defense spending and
the expectation that the government will continue to
curtail or modify many of its programs, we are working
hard to broaden our base in order to maintain a strong
growth pattern. We are doing this through our internal
research and development program and, in addition,
through acquisitions where we think they will enable
us to enter new fields or markets.
During and shortly after the end of the fiscal year
we acquired three companies-Mechrolab, Inc., International Control Machines, and Delcon Corporation.
While these are small firms, the largest having an
annual sales volume of approximately $1,300,000,
they provide us an entry into new and promising areas
of technology. Mechrolabls principal products include
vapor pressure and automatic membrane-type osmometers, used in determining the molecular weights of
various substances. International Control Machines is
engaged in the development of data handling systems
for commercial and industrial enterprises. Delcon
produces ultrasonic detection and test devices.

These acquisitions will add a relatively small increment to our sales volume in the immediate future.
We are confident, however, that in the long run they
will enhance our capability, broaden our markets, and
make a useful contribution to corporate growth.
During the year we continued emphasis on our

internal research and development activity with a record expenditure
of $11,575,467.
Among the new instruments we introduced to the
market is a spectrum analyzer, an important tool for
observing electromagnetic radiation, and a microwave
spectrometer, a complex and highly useful device in
analytical chemistry. A new cesium beam frequency
standard was introduced, so accurate that it made the
most precise comparisons yet achieved between time
standards in the U. S. and Europe. We improved the
Sanborn magnetic tape recorder system, and our
Loveland, Colorado, Division added some new differential and digital voltmeters to the product line. HP
Associates, an affiliate engaged in the development of
solid-state components, introduced a new line of optoelectronic devices and very high speed diodes.
We anticipate that these and several other products
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introduced to the market during the past year will add
significantly to our sales volume in 1965.

With the increasing output of new products from
our laboratories and our entry into new and diverse
markets, we have taken steps during the past year to
strengthen our world-wide marketing organization and
improve marketing efficiency. The integration of ten
of our former sales representative firms in the United
States into the Hewlett-Packard organization was completed in 1964 and these firms are now operating as
divisions of the parent company. As such their entire
sales efforts are devoted to the Hewlett-Packard
family of products.
Our next objective, and one to which we have been
devoting considerable management attention this past

year, is to integrate broader marketing capability into
our field sales groups. As an important step in thi
direction, we are gradually consolidating our Sanbor
Division medical sales offices into our domestic sales
divisions. By the end of the fiscal year seven of our
eleven sales divisions had assumed sales responsibility for Sanborn medical products.
In addition to this reorganization of the field sales
staff, considerable progress was made in 1964 in
improving the effectiveness and efficiency of the company's day-to-day marketing operations. A high-speed,
TWX communications system for processing customer
orders was extended to nearly every sales office and
factory in the United States, simplifying order
handling and thus providing better service to our
customers.
A new regional service center was opened in New
Jersey. A counterpart of the company% wgiaml service facility in Palo Alto, the new center provides parts,
accessories and factory-level repair and calibration
service to eastern and midwestern customers.
Our corporate-wide effort to attain more operatin
efficiency and economy also achieved notable resulin the areas of purchasing and manufacturing. By
consolidating the buying requirements of our various
divisions and obtaining greater standardization of
components and parts, our purchasing staff was able
to effect substantial savings throughout the year.
On the manufacturing side we made more extensive
use of numerically controlled milling machines and
other automated tools, thereby reducing fabricating
costs while at the same time improving rnanufacturing quality.
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It is interesting to note that while our European
manufacturing operations have expanded considerably
over the past f w years, exports from our U. S. factories
to Europe continue to climb, In 1964, for example,
exports to Europe were up 15% over the previous year.
Thus, the continued growth of our European market
has a directly beneficial effect on our domestic operations and on the U. S. economy, as well.
At the end of the fiscal year our total foreign
employment, including the joint venture in Japan,
was nearly 1,000.
For the corporation as a whole, employment totaled
7,500. This represents a tenfold increase in the past
ten years and an addition of some 800 people since
the end of fiscal 1963. Of our 7,500 people, about
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coordinated by Hewlett-Packard S.A., a
subsidiary located in Geneva,
Switzerland.
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supplies. Also completed during the past year was a
major addition to the Moseley Division's facility i
Pasadena, California.
Shortly before the end of the fiscal year we
announced plans for a $2,500,000 expansion of our
headquarters plant in Palo Alto. These facilities will
provide an additional 175,000 square feet for our
operations in the Palo Alto area.
Summing up our activities for 1964, we have taken
positive steps to broaden and diversify our product
line, we have strengthened our financial position, we
have increased our marketing capability both at home
and abroad, and we have expanded our plant capacity
to accommodate a growing output of new and improved products.

sciences.
To keep pace with the company's continuing
growth, we completed several major building projects
in 1964. Some of these involved the construction of
entirely new facilities, while others represented addi-

Looking to the immediate future, we are confident

tions to existing plants.
The expansion of our overseas manufacturing facilities has already been mentioned. In the United
States we completed a new 137,000-square-foot plant
in Colorado Springs for the production of oscilloscopes

that 1965 will be another good year for HewlettPackard. We also believe that as the company moves
into its second quarter century, it is entering an era
of opportunity as exciting and as challenging as the
first 25 years have been.

and pulse generators.
In Berkeley Heights, New Jersey, a new plant was
. constructed for our Harrison Division. Providing
45,000 square feet, the plant is devoted to the engi- ,
-:..- neering and manufacture of direct current power
,+
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1,250 hold college degrees, and some 950 of these
have their degrees in enginwring or other physical
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Chairman and Chief Executive Officer
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CONSULIDATED

BALANCE
SHEET
October 31,1964and 1963

ASSETS

ble securities

. . . . . . . .

Notes and accounts receivable less

and work in process, at approximate cost

. - Land

AND EQUIPMENT, AT COST (Note 2):

. . . . . . . . . . . . . . . .
12,543,399

. . . .

;Excess of purchase price or market value of common stock

TOTAL

8

. . . . . .

LIABILITIES

CURRENT LIABILITIES:

. .
Accounts payable and accruals . . . . . .
Provision for federal and foreign taxes on income . .

'Short-term notes payable (Note 3)

. . . .

TOTALCURRENTLlABlLlTlES.
LONG-TERM DEBT.

. . . . . .

MINORITY INTERESTS

. . . . . . . . .

CAPITAL STOCK AND SURPLUS (Notes 3, 5, and 7):
Cumulative convertible preferred stock, par value $1.00
a share; authorized 450,000 shares; issued and
outstanding: 1964 - 444,508 shares, 1963 - 448,746 shares
Common stock par value $1.00 a share:
1964

1963

(Stated in shares)

.

15,000,000

15,000,000

Reserved for:
Conversion of preferred stock
Stock options . . . . .
Employee stock purchase plan

177,803
263,950
13,118

179,498
163,950
133,291

. . 11,452,387

11,331,654

Authorized

I

Issued and outstanding .
Paid-in surplus .
Earned surplus .

. . . . . . . .

. . .

. . .

.

11,692,003
43,767,483
$ 67,356,381

34,803,494
$ 56,206,782

.

$ 85,499,305

$ 71,771,664

,-

TOTAL

.

. . . . . .

11,452,387

The accompanying Notes to Financial Sbtemnk (paw 11) are an integral part hereof.
I
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140 MILLIONS OF DOLLARS

TEN YEAR CONSOLIDATED

.-

Years ended October 31

.

Income
Sales, less returns and allowances .
. . . .
Commissions. . . .
Other income .
. . . . .
Total . .
. .
Deductions
Cost of goods sold and operating expense . .
Selling, administrative and general expense .
Interest . . . . . . . . . . . .
Net refunds due to renegotiation . . . .
Net refunds due to price redetermination . .
Total
. . . . . . . . . .
Income before taxes on income .
.
Federal taxes on income .
Foreign taxes on income . . . .
Total . . . . . . . . . . .
Income before provision for minority interests
Income to minority interests . . . . . .
Net income . . . . . . . . . . .
Preferreddividendspaid. . . . . .
Net income to common stmk . . . .

. . .
. . .

$124,909,724 $115,930,801
14,541
656,456

.
. . .

. . .

$108,136,629 $102,077,526
$ 17,787,508 $ 15,100,23&

.

.

~.

:

Net income per share of common stwk*

.

. . . . . .

$

402,927
8,963,989
$ .78

$

. *Computed on the basis of the shares of e m o n stock outstanding on October 31 in each
year retroactively adjusted for the stock distributkn in September, J 960, which effected
a three-for-one stock split, and far shares issusd upon the acquisition of subsidiaries
accounted for on the pooling of interests basis.

tAfter special charge, net of $425,265

403,871
6,846,226
$ a-

MMARY OF EARNINGS

HEWLETT-PACKARD COMPANY

ACCOUNTARITS REPORT
MAIN, LAFRENTZ & CO.
Certified Public Accountants
255 California Street. San Francisco
To the Board of Directors
HEWLET-PACKARD COMPANY:
We have examined the consolidated balance sheet of Hewlett-Packard Company and subsidiaries
as of October 31, 1964, and the related statements of income and su~plusfor the year then ended.
Our examinations were made in accordance with generally accepted audit in^ standards, and sccordingly included such tests of the accounting records and such other auditing p m d u r e s as we
considered necessary in the circumstances. With respect to the subsidiaries F. L. Moseley Co., and
Hewlett-Packard S.A., we have relied on reports submitted by other independent public accountants,
which indicate their examinations were similar in scope.
In our opinion, based upon the examinations made by us and upon the reports of other independent
public accountants referred to above, the accompanying consolidated balance sheet and the related
statements of income and surplus present fairly the financial position of Hewlett-Packard Company
and subsidiaries as of October 31, 1964, and the results of their operations for the year then ended, in
conformity with generally accepted accounting principles applied on a basis consistent with that of
the preceding year.
MAIN, LAFRENTZ & CO.
December 22, 1964
San Francisco, California

CONSOLIDATED STATEMENT OF SOURCE
AND APPLICATION OF FUNDS
For the Year Ended October 31,1964
Funds Were Provided By:
Net income . . . . . . . .
Depreciation and other non-cash charges
lncrease in minority interests . . .
Issuance of common stock:
Stock plan and service awards .

.

-. :&
,-

Funds Were Applied To:

.

Purchase of property, plant and equipment .
Investments in affiliates . . . . . . .
Dividends on preferred stock . . . . .
Purchase and retirement of preferred stock .
Retirement of long term debt . . . . .
Increase in other assets . . . .
LI
<"
Increase in working capital . . .
. .

&:(.

. .
. . . . . .

. . . . . .
. . . . . .
. . -. . . .
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Emnton Pivision

Sanborn Division

U. 5. SALES DIVISIONS
Contract Marketing Division, AAMdhbwn, Pmnsylvania - Earl C. Davis, Mariawr
Crassfey 5 a k Division, Chicago, Illirwio - Fmnklln E. Waterfall, Manalder
Florida 5 a i a DDlvision, Qrlmds,Floriba - Jahn E. S t i l ~ ,Manager
Hormarl3ales ?SWvS&m, RrnlrDljlCt~,WarYlsnnd - FlhtOf@_pjickL. Wrman, Manager
hhma Sales FTwisl~n,Dtinmr, C@hr&o- Pa* Lehana, Manager
Nmly Sales Dlvistan, Mar%? Mtlywmcl, &ilifomie - Wwn-ian B. Needy, PresiBenY
pMC S a l s Div&sIena,W
w K&,W Ya& - RDbIrt A m , Manager
R a b ~ n w nSalm Qlvlsbn, W . @nsmmn,
P~nnwiw&nla RT~hwdL. W&av8rXA m Manager

-

H~~Jrttt-Pa&d

H€%V(~rk-bClkFBd
4dt~1.b.

Wl@-Pkb~d
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