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TO OUR STOCKHOLDERS

' Your company made a great deal of progress in 1957 and I
am pleased to report some of the highlights to you.

Our business was slowed down a bit in the fourth quarter
by the downturn in the National economy and by the severe
slowdown in spending for the defense effort. Nevertheless, we
finished out the year with sales of just under $28,000,000, a
39% increase over 1956, and a satisfactory operating profit of
$2,402,557. This is a little over 78¢ a share which is a 34%
increase over 1956, At the time of the public stock issue this
Fall, we gave our employees a substantial stock bonus. This
allowed us 2 non-recurring tax credit of $460,703 which brought
the net income applicable to stockholders’ equity to $2,863,260
or 93¢ a share. We increased our research and development ex-
penditures to $1,563,929, more than 50% above the 1956 ex-
penditure. The results of this increased effort in research and
development will begin to show up in additional new products

before the end of 1958.

During 1957 we also completed the first two buildings of our
new facility in Stanford Industrial Park. We moved about
half of our production into the first of these new buildings during
the year and had it operating up to full efficiency within a few
months. The second building will house our research and devel-
opment organization. The move will be completed by the first
of February.

Substantially all of the capital equipment for these new facil-
ities was purchased during the year, bringing our total expendi-
tures for buildings and equipment to $2,682,000 for 1957. This
entire amount was taken out of working capital and profits
during the year. This has left our current position a little
heavier than we would like to see. We are converting part of
this to a longer term bank loan, but otherwise we see no need
for additional financing in the near future.

‘We now have facilities and other resources sufficient to handle
a volume of between $40,000,000 and $50,000,000 in the next
two or three years. We plan to continue to use substantially all
of our profit to finance additional growth and so we see no like-
lihood of cash dividends for the next year or two.

With the generally unsettled business situation, it has been
very difficult to make a realistic prediction for 1958. The effect
of Soviet satellites on the national defense programs is not yet
clear. We think our sales will be at least 10% ahead of 1957
and we hope to be able to maintain our profit margins. If there
is a long step up in the national defense program, it will begin
to affect us in the second quarter and may bring a very substan-
tial increase in our business by the end of the year. Under these
conditions our estimate for 1958 may turn out to be very con-
servative indeed.

We plan to place great emphasis in 1958 on building for the
longer term opportunity. We are increasing our research and
development work. We are expanding our marketing activities
and we hope to further strengthen our manufacturing program.
This work has already begun. As a result, our first quarter profit
may be down a bit, but we will be in an excellent position to
take advantage of the opportunity which may come from the
accelerated defense program.

In the pages that follow you will find, in addition to the
financial reports, a little story about our people, our products

' and our philosophy. As new stockholders, we thought you would

be interested.

PRESIDENT

William R. Hewlett

David Packard
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satellite tracking, monitoring—important data on today's binaural high-fidelity recordings, -hp-
in-orbit performance of satellites is obtained with instruments have supported the advance of
-hp- counters, recorders and oscilloscopes. sound recording.




computers— high-speed mathematical devices
are engineered, built and maintained with
~hp- electronic equipment.

aufomation—-hp- instruments are basic design
tools and building blocks of automatic manu-
facturing systems.

instruments

fransportetion—railroads, automotive manufacturers,
pipelines and fank farms owe many ‘autemated’’ ad-

. some of the many thlngs 'they do and vances to precision -hp- electronic instrumentation,
tha many ways they serve

television, radio — receiver and transmitter
manufacturers, plus broadcasters, use -hp- in-
struments to design, manufacture and maintain
equipment,

telephone and communications—via microwave,
land. line, or undersea cable, your voice carries
clearly on equipment engineered and maintained
with -hp~ instruments,

aircraft and marine radar—from basic engi-
neering to daily: maintenance, -hp- instru-
ments are vital to commercial radar.

‘igh fidelity—tuners, amplifiers and re-
= corders—all are designed, built and tested
with -hp- instruments.



“Now, may we present

the Company...”

“Hewlett-Packard began back in 1939, when Bill Hewlett and
I went into partnership to manufacture electronic measuring
instruments.

“Electronic measuring instruments are the basic design and man-
ufacturing tools of electronics. There was very little such equip-
ment available in 1939, and we felt we could contribute
significant improvements in the speed and accuracy of electronic
measurements.

“Sales were good from the beginning. We plowed back every
nickel we could and by World Wan 11 had come along far
enough to be able to make some fairly significant contributions
to military electronics. At the end of the War we had a basic
line of 25 measuring instruments, 100 good people on the payroll,
and four Army-Navy ‘E’s’ for efficiency.

“From 1947 on we concentrated on commercial products—in-
struments that would speed and simplify measurements in the
electronics field and in industry generally. By 1950 our sales
were running better than $2 million per year.

“At this point we became even more optimistic about the eppor-
tunities in the electronic field. The research and development
effort was greatly accelerated to rapidly expand our instrument
line. This engineering acceleration plus the Korean conflict
greatly expanded our volume through the years that followed.
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Today, sales are approaching the $30 million level and we have
about 1,500 people in two substantial plants. Our product line
includes over 300 standard electronic instruments, and we believe
this to be the largest and most diversified commercial line of
quality electronic measuring instruments offered.

“Success in electronics, or any field, of course depends on con-
stant progress. You might be interested to note that of our 1957
sales, over 75% was in instruments introduced since 1950, Our
new instrument development program is not only centinuing,
but has been accelerated materially since the last quarter of 1957.

“One word about backlog. At the end of our 1957 fiscal year
backlog was approximately two months for both standard instru-
ments and military contracts. Our standard products are sold
as off-the-shelf items. Qur customers order from a catalog ex-
pecting delivery within a few weeks. If we cannot ship within
this time, we may lose the order to a competitor. A backlog of
about one month’s business on standard instruments is regarded
as ideal.

“We do, from time to time, have a large backlog on military
contracts, However, since we try to keep this in proper balance
with our standard fnstrument business, such a military backlog
will be nowhere as large as for a firm engaged essentially in
government work.

“QOur philesophy? It's quite simple. We strive for leadership in
our field, by making a contribution. Our engineers have con-
tributed new methods and techniques to the field of mieasure-
ment; we expect them to continue to do so. Our production
department has built inexpensive quality inte our products. Qur
sales department has made sure that the right people get the right
instruments. And, we don't forget our customers once the sale
is made.”




Cage, Wholey, Schrock, Bogley,
Oliver

Where electronic instruments begin

ENGINEERING

Basically, Hewlett-Packard's development activity rests on a
broad base of pure scientific engineering and research. Continu-
ing “pure” work in selid state fields (transistors and semi-
conductors), in vacuum tubes, circuit design methods and basic
measuring techniques provides stimulus for over 90 graduate

engineers working in four principal practical application groups.

Each of these four groups concentrates on a given field of in-
strumentation, and each has a senior engineering head reporting
directly to Dr. Oliver, Research and Development Vice Presi-
dent.

In charge of Division One, frequency counters and related
products, is Alan Bagley, graduate of California Institute of
Technology and Stanford University, recognized as one of the
nation’s foremost counter engineers.

Heading Division Two is Norman Schrock, in charge of the
-hg- oscilloscope and oscilloscope accessory program. Schrock

Is also a graduate engineer from Stanford.

Division Three is devoted to development of new mitrowave
signal generators, noise meters and noise sources, and waveguide
components. Its leader is another -kp- veteran, Bruce Wholey,
graduate engineer from the University of Alberta, Stanford and
Harvard University.

And Division Four—audio and video voltmeter projects—is
the domain of John Cage, former head of the Electronics
Department at Purdue University, former Professor of Elec-
trical Engineering at the University of Colorado, former Gen-
eral Manager, Industrial Electronics Division, Raytheon
Corporation. -
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CONSULTANTS—To help insure the margin of superior
performance and value expected of Hewlett-Packard instru-
ments, skilled specialists in various scientific and instrumentation

fields are available to the regular engineering staff.

Three such consultants are Dr, Horace Overacker, Brunton
Bauer and Dr. Peter Lacy, veteran -kp- engineers whose pre-
vious work and experience speeds and simplifies the solution of

difficult problems.

Outside consultants, internationally-known specialists includ-
ing many Stanford professors, are also available to contribute
from their fund of scientific knowledge toward better instru-

mentation from Hewlett-Packard.

Overall productivity of the Hewlett-Packard engineering group
may be judged thusly. Many of our competitors have only 10
to 15 instruments in their entire line, whereas -hp- engineers
will develop and produce this many new instruments in just one

year!

Some of the more significant new instruments announced in 1958
are shown on this page. Top to bottom;, 721A Transistorized
Power Supply, 606A Signal Generator, 434A Calorimetric
Wattmeter, 400 Logarithmic Voltmeter, 425A Micro Volt-
meter, 153A Oscilloscope Amplifier, 152B Oscilloscope Ampli-
fier, 218A Digital Delay Generator and the new, low priced,
high volume 120A Oscilloscope. It is expected this new instru-
ment group will add substantially to the 1958 Hewlett-Packard

sales volume.

Development work is conducted in the finest and most com-
pletely equipped electronic engineering facilities available, A
new 835,000 square foot laboratory, in its own building completed
on Stanford University property in 1957, is devoted entirely to
new, better and more useful Hewlett-Packard instruments.




Eding, Sundberg, Selby, Lee, Towle,
Porter

Efficiency, flexibility and quality typify -hp-

MANUFACTURING

Hewlett-Packard instruments are the standards by which indus-
try makes a wide variety of basic measurements. In its manufac-

turing, -hp- stresses quality, precision and low cost.

It is Hewlett-Packard’s policy to select the best possible people
and give them real authority., This delegation, plus a manu-
facturing organization built up of small groups each producing
a single kind or class of instruments, has made possible quality,
low cost and maximum output.

Since quality is such a vital ingredient in its preducts, Hewlett-
Packard buys parts only from selected vendors. For the same
reason, the Company makes many of its own parts. Only this way
has it been possible to obtain the degree of perfection, specifica-
tion control and design flexibility necessary to keeping Hewlett-
Packard instruments ahead of their field.

Some of the “‘extra’” manufacturing steps Hewlett-Packard per-
forms to insure product superiority include the winding of pre-
cision resistors on special, -kp- developed equipment; precision
electroplating of rare and corrosion-resistant metals; vacuum

Quality is all-important in Hewlett-Packard instruments, and quality control in -hp-
plants is excepfionally rigid. Complete departments equipped with precision instru-
mentation thoroughly test -hp- products before shipment.




:vaporating metallic films to provide highly stable resistive units
for attenuators, growth of crystals for semi-conductors, and
many more conventional manufacturing procedures such as die
casting, plastic molding and gear cutting.

Today, Hewlett-Packard operates two plants, under overall
direction of Vice President for Manufacturing Noel E. Porter.
Key Hewlett-Packard veterans supporting Porter are Chief
Manufacturing Engineer Ralph Lee, Plant Engineering Man-
ager Philip Towle, Purchasing Head O. B. Sundberg, Plant One
Manager Gordon Eding and Plant Two Manager C. S. Selby.
Plants One and T'wo operate independently, and are measured
separately in terms of productivity.

During 1957, Hewlett-Packard added 170,000 square feet of
plant area—two large, ultra-modern buildings on a 40-acre site
adjoining the Stanford University campus. This expansion brings
to 330,000 square feet the total Hewlett-Packard facility. This
is sufficient to permit sales volume to expand to $40,000,000
annually. Additional ground area available for expansion can
permit tripling of present plant capacity.

Hewlett-Packard has pioneered many cost-cutting preduction techniques now standard
in the indusiry. A simple-appearing but highly economical step was the adaptation
of roller conveyors, originally interided for materials handling, to assembly line use.




Yan Rensselaer, Doolittle,
Eldred

150 engineer-salesmen, world-wide

MARKETING

Hewlett-Puiicord’s Vice President, Marketing, and overaii saxs
head is W. Noel Eldred, Stanford graduate engineer and veteran
of over 20 years in electronic sales. One of the most widely
known sales figures in electronics, Eldred supervises the world-
wide activities of over 150 factory-trained engineer salesmen

working for Independent sales companies representing Hewlett-
Packard.

-

Other than s.arjes:xecutive and customer service men based In
-kp- plants, the Company has no field sales personnel. Hew-
lett-Packard does business through selected independent sales
representatives because in this manner it is possible to obtain a
higher caliber of salesman-engineer and to provide him with
greater incentive to maximum sales, Further, since the same men
represent other manufacturers, there is multiple access to pross

. Y
pective and present customers. Hewlett-Packard representativeg,. -~ -

function in the same manner as direct salesmen, subjeet to thé,
same direction from the overall sales authority '

Sales veterans Cortland Van Rensselaer and William Doolittls
head domestic and foreign sales, respectively, under Marketing
Vice President Eldred. Van Rensselaer supervises sales through
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In as fast-paced an industry as electronics, it is essential
to get information to customers swiftly. One of the best
ways: fo da this is of frade ey technical shows such s the
igiant annual LR.E. ‘Show in New York and the WESCON
convention in Los Angeles and San Francisco. Hewlett-
Packard s o prominent exhibitor ot all major electrenic
frede shows, and -hp- endineers regularly deliver papers
pointing out improved measuring methods available with
-hp- instruments.

st ]
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Actual demonstration is the best way to sell electronic test instruments. Many -hp-
customers, particularly those at military instalictions, are far from metropolitan
centers. So, -hp- representatives toke the sales-making demonstration to the cus-
tomer in specially equipped buses and vans. These travelling ‘‘road-show'" displays
are manned by skilled engineers and contain the latest -hp- equipment in actual
operating set-up.

the 14 U. S. representative organizations to every segment of
electronics, the major manufacturing and process industries, the
government, and military groups. While manufacturing and sales
effort of the Company is largely commercial instrumentation,
-hp- has accepted many government development and produc-
tion contracts. At present, about 20% of sales are attributed
to government agencies, including the military.

Opverseas, sales are through qualified and factory-trained repre-
sentatives — all engineer-salesmen — in 21 foreign lands. The
Company accepts. factory-direct orders from 10 other countries
overseas.

To make absolutely sure that Hewlett-Packard salesmen have
the best possible product knowledge, -kp- schedules re-training
seminars annually, These seminars involve theory as well as
application and operation of -Ap- instruments, include an exten-
sive review of competitive products, and conclude with a written
examination. Similar training is given over a much longer period
to new engineer-salesmen to prepare them for field selling
positions.




van Bronkhorst, Cavier, Bates

Measuring progress and managing profit

FINANCE

Hewlett-Packard’s financial group is headed by W. Frank
Cavier, Vice President for Finance, Secretary-"Treasurer Edwin
van Bronkhorst, and Assistant Secretary David Bates.

These people administer a financial policy that is dedicated to
two objectives,

The first is to continually measure the performance of the Com-
pany in terms of profit. Hewlett-Packard is highly profit con-
scious ; completely aware of the basic financial law that profit is
a means to everything the Company does, and to every contribu-
tion the Company is able to make to science, industry and na-
tional security.

The second objective of the financial group is to manage profit

so it can continually be plowed back inte the Company to foster
continued growth, improve the manufacturing and sales pesition,

anticipate competitive challenges and continue to lead the field.
This plan will mean no cash dividends for the mext year or so,
but will provide a sound foundation for future dividends.

One of the most important background functions of the finan-
cial group is collecting and arranging of data frem all depart-
ments of the Company so that there can be, at any time, a
detailed picture of progress toward objectives. To make such
data assembly quick and efficient, the financial group has installed
a complete computer-type data processing system which assists
in collecting, collating and presenting the information needed.
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A share of success, an informal atmosphere

PERSONNEL
PHILOSOPHY

The philosophy of the -kp- personnel program is to provide an
informal, friendly atmosphere and the opportunity to share
financially in the Company’s success.

Because -kp- realizes that good people are the key to real success,
plants, laboratories and offices are staffed with carefully selected
men and women meeting the highest standards. Recognition of
their effort, progress and contributions is tangible and prompt.
In addition to job security, there is a unique incentive bonus plan
tied to productivity, an annual Christmas bonus, and, in Novem-
ber, 1957, a stock bonus. Each incentive is closely related to em-
ployee performance.

Participation in this manner in the Company’s success has
brought about a cohesive attitude between management and em-
ployees wherein both are extremely conscious of, and continually
work together toward, high quality performance. This has been
achieved threugh the years without -kp- employees feeling the
desire or need for representation by a collective bargaining agree-
ment.

Another important facet of the -kp- personnel philosophy is that
-hp- people are encouraged to contribute their time and efforts
to community endeavors and groups. Many -kp- people are active
on scheol boards, planning commissions, recreational projects,
etc.

Heading the Hewlett-Packard personnel department is Ray L.
Wilbur, Jr., graduate of Stanford and Syracuse Universities,
and a man with over 20 years of practical experience in indus-
trial relations and personnel management. He is supported by a
group of long-term -kp- employees who devote full time to im-
plementation of the -kp- personnel philosophy.



HEWLETT-PACKARD COMPANY (A californla Corporation)

BALANCE SHEET october 31,1957

Assets

Current Assets:
Cash

Notes and Accounts Receivable Less Provision for Losses in
Collection of $9,897.70 .

Inventories:
Finished Goods and Work in Process, at Approximate Cost
Raw Materials, at Lower of Cost or Market .
Deposits and Prepaid Expenses .
Total Current Assets

Property, Plant and Equipment, at Cost,

Less Accumulated Depreciation and Amortization of
$1,480,128.94 (Note 1)

Other Assets:

Securities, at Cost, ($37,800.00 pledged to secure long-term note) .

Deferred Patent Expense .
Organization Expense . . . .

Total Other Assets .

Total .

$ 268,899.16

3,475,258.44

4,001,993.87
1,769,394.14
76,659.83

$ 9,592,205.44

$ 4,983,916.51

$  47,800.00
33,622.02
3,960.05

$  85,382.07

$14,661,504.02

The accompanying Netes to Financial Statemy

.\\.
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Liabilities
Current Liabilities:
Short Term Notes Payable .
Long-terma Debt Maturing within One Year
Accounts Payable and Accruals .

Provision for Federal Taxes on Income ( Note 2)

Total Current Liabilities

Long-Term Debt:
Mortgage Payable, 474 % due 1963
Leasehold, 434% due 1961
Other ($24,154.20 Secured) .
Total Long-term Debt .

Reserve:
Capital Stock Bonus Payable (Note 3)

Capital Stock and Surplus:
Commoon Stock, Par Value $1.00 a Share (Note 4)

Authorized 5,000,000 Shares; Reserved for Stoek Options
45,527 Shares; Issued and Outstanding 3,000,000 Shares
Earned Surplus . . . . . . . . . . .
Total Capital Stock and Surplus .
Total .

(inside back cover) are an integral part hereof.

$ 1,100,000.00
154,948.92
1,885,211.90
1,768,042.78

$ 4,908,203.60

$  419,591.11
300,000.00
56,654.20

$  776,245.31

$ 885,968.00

$ 3,000,000.00
_5,091,087.11
$ 8,091,087.11

$14,661,504.02



HEWLETT-PACKARD COMPANY

(A California Corporatlion)

STATEMENT OF INCOME AND EARNED SURPLUS

For the Year Ended October 31, 1957

Sales, Net $27,948,789.65
Cost of Goads Sold _17,245,450.01
Gross Profit on Sales . 10,703,339.64
Selling, Administrative and

General Expenses 5,738,327.93
Net Profit From Qperations . 4,965,011.71
Other Income 143,511.04

Total . 5,108,522.75

Other Deductions . .o 110,074.57
Net Income Before Provision for

Federal Taxes on Income . 4,998,448.18
Provision for Federal Taxes on Income 2,595,890.91
Net Income Before Special Credit and

Charge . Co. 2,402,557.27
Special Credit:

Reduction in Federal Taxes on Income

Atteributable to Capital Stock Bonus ,
to Employees . o 460,703.36 m

Net Income to Stockholders Equity . 2,863,260.63 :
Special Charge:

Capital Stock Bonus to Employees . 885,968.00
Net Income to Earned Surplus . 1,977,292.63
Earned Surplus, November 1, 1956 . 5,120,153.48

Total . 7,097 446.11
Less:
Dividends . . 6,359.00
Transfer to Capital Stock 2,000,000.00 2,006,359.00
Earned Surplus, October 31, 1957 5,091,087.11

The accompanying Notes to Financial Statements are an integral part hereof.
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1. The property, plant and equipment accounts include $403,936.92 representing emergency facilities acquired under
Certificates of Necessity. These facilities are being amortized over a five-year period from date of acquisition and
such assets totaling $221,469.32, which have been fully amortized under these certificates in prior years, continue
to be used in the operation of the business.

At October 31, 1957, land and building with a net book value of $218,497.29 and $559,977.79, respectively, were
pledged by deed of trust as security for the mortgage payable.

2. Federal income tax returns have been examined and cleared through the year ended October 31, 1955. The income
tax liability for subsequent years is subject to final determination upon audit by the Internal Revenue Service.

3. On September 7, 1957, the Board of Directors authorized a bonus to be paid, in shares of the Company’s capital
stock, to certain officers and employees of the Company in recognition of past services. The capital stock for this
bonus was issued on November 6, 1957, to certain officers and employees who had at least six months service at

October 31, 1957.
At November 6, 1957, after the issuance of this stock, the stockholders equity was at follows:

Adjustments
Reserve: October 31, 1957 Add (Deduct) November 6, 1957
Capital Stock Bonus Payable $ 885,968.00 ($885,968.00) —0-
Capital Stock and Surplus:
Common Stock, Par Value $1.00 a share:
Authorized 5,000,000 Shares; Reserved for Stock
Options 45,527 Shares; Issued and Outstanding,
3,000,000 Shares at October 31, 1957, 3,055,373
Slinses at Klovasbey 6, 1957 . . . 27 $3,000,000.00 $ 55,373.00 $3,055,373.00
Paid-in Surplus -0 830,595.00 830,595.00
Earned Surplus —0- 5,091,087.11
Total 2. o 5 5« 5 v cre w oS is 2 ERI09T08 7N $885,968.00 $8,977,055.11

4, The Board of Directors on September 30, 1957, approved the plan of giving certain officers and employees of the
Company restricted stock options to acquire capital stock of the Company. These options can be exercised during
the period commencing one year and terminating five years from the date that such options were granted (No-
vember 6, 1957). The aggregate of these options is 45,527 shares and the option price is $16.00 a share, the fair
market value of the capital stock at November 6, 1957.

5. Sales recorded during the year ended October 31, 1957 subject to the U. S. Renegotiation Act of 1951, as
amended, remain subject to review. The Company believes that when such sales are examined there will be no
refund payable.

ACCOUNTANTS’ REPORT
San Francisco, California
January 6, 1958
To the Board of Directors
Hewlett-Packard Company:

‘We have examined the balance sheet of Hewlett-Packard Company as of October 31, 1957, and the related
statement of income and earned surplus for the year then ended. Our examination was made in agcordance with gen-
erally accepted auditing standards, and accordingly included such tests of the accounting records and such other
auditing procedures as we considered necessary in the circumstances.

In our opinion, the accempanying balance sheet and related statement of income and earned surplus present
fairly the financial position of Hewlett-Packard Company at October 31, 1957, and the results of its operau(ms
for the year then ended, in conformity with generally accepted accounting prmcxples applied on a basis consistent
with that of the preceding year.

F. W. LAFRENTZ & CO.
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