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ABOVE: The company's newest plant,
at Phoenix, Arizona, produces
Digital printers.

Corporate profile

Digital Equipment Corporation
designs, manufactures, sells and
services computer systems, com-
puter peripheral equipment,
software and associated com-
puter accessory equipment. The
Company’s products are used
worldwide in a wide variety of
applications and programs, in-
cluding scientific research, com-
putation, communications,
education, data analysis, in-
dustrial control, timesharing,
business data processing, word
processing, medicine, instru-
mentation and simulation.

Financial highlights

1975
$533,774,000
$ 46,000,000

$3.85
$394,385,000
$32.81

1976
$736,288,000
$ 73,400,000

$5.94
$606,045,000
$46.82

FRONT COVER: Historic clock tower, erected in 1892, graces Digital’s Corporate
and Engineering Headquarters at Maynard, Massachusetts.

Total operating revenues

Net income

Net income per common share
Total stockholders’ equity
Stockholders’ equity per share

Annual meeting of stockholders

The Annual Meeting of Stockholders will be held at 11:00 A.M.,
Tuesday, October 26, 1976 in the Dorothy Quincy Suite, John
Hancock Building, 180 Berkeley Street, Boston, Massachusetts.
Stockholders of record on September 10, 1976 will be entitled
to vote at this meeting.



President’s letter

To Our Shareholders, Employees and Friends:

We are pleased to report on our progress in Fiscal 1976. Our total
operating revenues reached $736,288,000, an increase of 38% over
Fiscal 1975. Net income per share was $5.94, compared to $3.85
last year.

Toward the end of Fiscal 1975, as the recession continued to ease,
we had begun to feel the effects of improvement in the major econo-
mies around the world. Recovery seemed to happen much faster in
our industry than in other segments of the economy, and our oppor-
tunities for new business increased more rapidly than we had
anticipated.

In general, orders outpaced shipments throughout the year. The
economic upturn brought a sharp increase in demand from our cus-
tomers, particularly Original Equipment Manufacturers (OEMs)
whose orders for our products tripled in the rapidly improving
economy. Our response was immediate and we are doing everything
possible to keep them supplied because their success depends heavily
upon our products.

A major expansion program was launched during the year which
will add significantly to our total manufacturing capability. The
first phase of our plant in Phoenix, Arizona was completed and we
began construction of a large plant in Salem, New Hampshire which
will be devoted to systems assembly. We acquired a large plant in
Albuquerque, New Mexico, and committed to a large facility in
Colorado Springs, Colorado. We plan to produce computer terminals
and peripheral products at these two plants. We also started work on
major additions in Canada and Ireland and established a new manu-
facturing capability at Ayr, Scotland. All of these are scheduled to
become operational within the next 18 months.

We continued to invest heavily in our Engineering organization and
in new products, with emphasis on terminals, peripherals, communi-
cations and software products in addition to central processors. This
effort, together with the added capacity for high-volume manufac-
turing will, we feel, enable us to meet our commitments to present
customers and at the same time respond to the needs of new customers.

With the cost of computers expected to continue to decline, future
prospects look bright for our company and our industry. However,
the challenge of managing major growth and responding to the com-
petitive environment heightens our awareness that we must continue
to focus on our primary goals of developing and delivering high
quality products and services to our customers. We must also work
hard to avoid the complacency and overconfidence that sometimes

come with size.

Kenneth H. Olsen
President

September 17, 1976



THE IDEA OF DIGITAL

Digital Equipment Corporation
is a company built on the idea
that computers can be simple,
and that anyone and everyone
can learn to use them.

When Digital first began mak-
ing computersin 1960, computers
were looked on as mysterious
creations far beyond the com-
prehension of ordinary people.
They needed special environ-
ments and experts to run them.
People brought their problem to
the computer, left it, then came
back later for the answer. These
computers cost in the millions
and only the experts could get
near them. And the price itself
became part of the mystique. It
was as if the cost of the com-
puter was more important than
the work it did.

Digital never sold mystique,
just functional tools to get the
job done, tools that could be
brought to the problem. We
believe that computers belong
on the factory floor and in the
laboratory and the classroom.
They belong in the office and the
printing plant, in the power
station, the hospital and the
railroad yard.

And they should be designed

More than 20 billion bits of core mem-
ory are produced at Digital’s facilities
at Taiwan and Hong Kong. Here,
inspectors at Taiwan perform micro-
scopic quality assurance on memory
arrays.

At Digital’s semiconductor development facility in Worcester, Mass., silicon
wafers are placed into a diffusion furnace to "grow” oxide on the wafer surface.
Microscopic circuitry is then achieved on each wafer by means of a photographic
masking technique. Each 3-inch wafer has the potential for up to 200 micro-
circuits. After testing, each circuit is packaged, retested and placed on modules
to form the heart of Digital’s LSI-11 microcomputer.

to allow people to interact with
them, to hold a “dialogue” with
the computer even as the events
it controls are happening. Com-
puters, we feel, should be
approachable and understand-
able and affordable, and this
idea continues to be the corner-
stone of Digital’s operations.
This goal of demystifying the
computer was evident at the first
introduction of our table-top
PDP-8 at an engineering trade
show in 1965. We replaced its
metal cabinet with plastic see-
through side panels. Many of the
engineers who crowded the
Digital exhibit had never seen
the inside of a computer, and
beingableto peerinto our PDP-8
helped further their understand-

ing of the computer as a tool.

Tools for working and learn-
ing: that is the idea of Digital.

Because our computers are
tools, we work to develop new
and better ones to keep pace
with the changing needs of
those who use them. We work to
bring prices down, for every
price reduction means new cus-
tomers and new applications.
And we offer a comprehensive
range of products so people can
select the tools to fit their
specific needs.

In addition to supplying the
basic computer central pro-
cessors, we also provide the
peripheral devices— video dis-
play terminals, printers, storage
devices, interfaces—which give
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the user full access to the power
and capabilities of the computer.
We also provide the programs
and software that run them effi-
ciently. And we build in more
and more quality and reliability
and produce them in large quan-
tity.

Throughout the world, the
selling and servicing of com-
puters means looking first to
customer needs, however special,
and selling the customer only
that which is needed to do the
job at hand (but something
which customers can build on

as their needs grow). And these
tools must be kept running,
because the customers are
counting on them. Our business
is built on satisfying our cus-
tomers; almost 70 percent of our
business comes from previous
customers.

Digital’s task-related, cus-
tomer-oriented philosophy
depends on a strong people-
related organization. We en-
courage individual initiative,
reward independent action
and vigorously support indi-
vidual responsibility.

Digital’s newest computer family, DECSYSTEM-20, incorporates the features of a large-scale system into compact cabinet
layout at significantly lower cost than large systems of comparable capability. It supports timesharing, batch and transaction
processing concurrently,.




THE DIGITAL IDEA IN ACTION: 1976

“...we develop new and better
tools to keep pace with the
changing needs of those who
use them...”

Digital’s engineering organiza-
tion is involved in continuing
research, engineering and pro-
gramming activities. Most of the
research is directed toward the
long term. Much of the engineer-
ing is devoted to applying new
technologies to make Digital’s
computer systems more useful,
more reliable and less expensive,
for quality and reliability, rather
than just low price, are the only
things that can survive in our
highly competitive marketplace.
During the year, we doubled
the size of our semiconductor

development operation at
Worcester, Massachusetts where
we are now making microcom-
puter chips for the LSI-11, and
other special semiconductors.

Much of our research and
engineering effort is also being
directed toward developing
more and better peripherals,
communications options and
software to meet the rapidly
growing requirements of our
customers.

“...we offer a comprehensive
range of products so people
can select the tools to fit
their specific needs...”

During Fiscal 1976, Digital
offered the broadest array of
products in its history. In addi-

tion to our major computer
families— PDP-8, PDP-11,
PDP-15, and DECsystem-10 and
DECSYSTEM-20—we supplied
a complete line of peripherals
and software that expands basic
computers into powerful
systems.

The DECSYSTEM-20, intro-
duced during the year, repre-
sents a new concept in computer
integration. Though smaller in
size, it provides the word length,
power and capabilities of large-
scale systems costing consider-
ably more. This new system—
and Digital’s other large-scale
computer, the DECsystem-10—
provide the advantages of inter-
active timesharing in central
computing facilities among
industrial, educational

Patients in the Medical Intensive Care Unit at University Hospitals of Cleveland, Ohio are under the watchful eye of a bed-
side monitoring system which transmits heart rate, blood pressure and other vital signs to a central station where it is
displayed on a Digital video terminal controlled by a PDP-11 computer. The system, designed by American Optical Corpora-
tion, monitors up to 20 patients simultaneously. It can provide immediate information on any patient and sounds an alarm

if a medical emergency develops.



Traffic control of a busy, forty-mile section of the New Jersey Turnpike is accomplished through use of a Digital PDP-11

computer. Sensors embedded in the highway surface transmit traffic information to a control center where the data is trans-
lated into a visual display on a large illuminated map. If the system identifies unusual traffic conditions, it can automatically
activate warning or directional signs to alert motorists.

and commercial users.

The most powerful computer
in our PDP-11 family, the 11/70,
has continued to exceed our
expectations. The 11/70 provides
high system throughput in
multi-user, multi-task environ-
ments.

The addition of the PDP-11T55
strengthened the position of
Digital’s PDP-11 line as the most
complete computer family cur-
rently available. This powerful
system delivers the fastest
FORTRAN performance avail-
able on the market, making it
particularly useful in applica-
tions where rapid data process-
ing is required.

At the low-end of the PDP-11
group, the Digital LSI-11 micro-

computer achieved volume
production as demand for this
computer-on-a-board con-
tinued to grow. Most customers
for the LSI-11 are new to Digital
and they have a broad range of
exciting, new applications.
Another new product, the
PDP-11V03 combines the LSI-11
with low-cost flexible disk
storage and a video display
terminal. It is one of the most
compact and least expensive
fully integrated systems avail-
able. Its size permits it to be
wheeled easily from one location
to another. Its simple installation
and operation and low cost
overcome the limitations of
space, budget and computer
knowledge which have tradi-
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tionally kept many smaller users
from applying the efficiencies of
computerization to their
operations.

Digital’s goal of making tools
to fit specific needs led the com-
pany into a new market during
the year with the introduction of
the DEC Datasystem 310W
word processing system. The
system integrates our workhorse
PDP-8 into a compact desk-size
unit with flexible disk storage
and a Digital alphanumeric key-
board video terminal. With a
separate letter-quality printer,
the system serves as a sophisti-
cated video display word pro-
cessor in addition to providing
the capabilities of a business
data processing system.



“...we also provide the
peripherals (and software)
which give the user full
access to the power and
capabilities of the
computer..."”

The growing use of Digital com-
puters, particularly in distri-
buted dataprocessing and com-
munications applications,
demands the availability of a
variety of peripherals and soft-
ware which allow the user to
match exact computer power to
L TR DRRE G SRS S IR exact requirements.
St L oo RIS JIDAS RS T During the year, we introduced
Trim loss of expensive hardwood used in the manufacture of fine furniture is the LA180 DECprinter, with low

kept to a minimum at American Drew Furniture Company factory in North price, high reliability and 180-
Wilkesboro, N.o.rth Carolina. A special system developed by Barr-Mullin, Inc. character-per—second output. It
uses a small Digital PDP-11 computer located on the factory floor to compare soins the LA 36 DECwriter 11
furniture design to characteristics of the board being cut to determine the JURIS KA L WL &0
most efficient cutting pattern. A Digital LA36 DECwriter located with the which was introduced last year
PDP-11 prints out the computer’s analyses. and has achieved leadership as

_,'v‘ {tg ‘J‘_/ 2 8 F o
A Digital PDP-11/70 system at Babson College in Wellesley, Mass. serves as the central computer for a consortium of local
colleges and universities, performing a variety of academic and administrative data processing tasks. Babson uses the
system for student registration, class scheduling, grading and alumni record-keeping and student billing, in addition to the
classroom instructional use shown here.



the industry’s lowest priced, important channel of distribu- reach and the company remains
most reliable keyboard tele- tion into markets and applica- committed to helping them
printer. Both printers feature the  tions which Digital cannot easily ~ succeed.

dot-matrix printing head engi-
neered and developed by Digital.

We also added a new 24-line
video terminal, the VT52, to our
series of low-cost DECscopes.

[t features quiet, trouble-free
operation and its screen displays
twice as many lines of data as
earlier models.

A high-performance disk
drive, the RP06, was also intro-
duced. Its storage capacity of
200 million bytes is twice that of
previous models. It can be used
with our PDP-11, DECSYSTEM-
20 and DECsystem-10 families
of computers.

With the introduction of
DBMS-11 software, Digital
became the first manufacturer
to offer industry-standard data
base management capabilities
on a 16-bit computer system.
This new software product used
with a PDP-11/70 system can
provide savings of 60 to 70 per-
cent over large-scale systems
offering equivalent performance.

Fiscal 1976 also saw increased
customer implementation of
DECnet, a set of easy-to-use
software tools which allows
users to build a variety of net-
works by connecting Digital
computers to each other (or to
those of other manufacturers)
to move data from one location
to another or to enable the shar-
ing of expensive computer re-
sources among several computer
systems.

One of the clearest manifesta-
tions of Digital’s “tools” ap-
proach is shown in the com-
pany’s relationship with Original
Equipment Manufacturers
(OEMs), those firms which add
value to our basic products be-
fore reselling them into special-
ized market areas. The company "
has always had a strong com- Interactive Management Services of Belmont, Mass. is able to offer a nationwide
mitment to OEMs, most of data processing timesharing service using a DEC DATASYSTEM 570. IMS cus-
whom deal in technologically tomers 4anywhere in the continental Uniz‘ed States can access the computer simply
advanced products for special- by dialing a local telephone number. In this way, a Los Angeles brokerage can

‘ check securities prices as quickly as a New York textile firm can verify its
ized uses. They represent an impentories.




Digital computers perform a wide variety of important tasks for growing
numbers of users throughout the world. In the United Kingdom, Hill Samuel
Investment Management, Ltd., a London-based merchant banker, uses a DEC
DATASYSTEM 500 to provide investment banking and portfolio management
services to its clients.

“...we build quality and reli-
ability into our products and
produce them in large
quantity...”

Digital currently operates 17
manufacturing plants through-
out the world. Three new plants
were added during Fiscal 1976
and plans are well along for
several more which will add
significantly to the company’s
total worldwide manufacturing
capability. As our volume in-
creased during the year, we
further streamlined our produc-
tion, cost control, and quality
assurance procedures. This was
achieved largely through the use
of our own computers, which
control such operations as auto-
matic insertion of components
into printed circuit boards,
inventory management, move-

ment of materials in our auto-
mated warehouse and the final
testing of finished products.
Digital began a major expan-
sion into New Hampshire during
the year. Pilot manufacturing
facilities were opened at Salem
and Derry, N.H., and this spring
construction was started on a
half-million square foot systems
assembly factory which is sched-
uledfor completion in early 1977.

Also in New Hampshire,
Digital has received approval of
its plans to develop 1000 acres
in Merrimack. We hope to break
ground in October 1976 for a
600,000-square-foot building to
house marketing, engineering
and administrative groups.
Meanwhile, we have leased sev-
eral locations in nearby Nashua,
N.H. as temporary quarters for
these groups until the Merri-
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mack facility is completed near
the end of 1978.

The first phase of the Digital
plant in Phoenix, Arizona was
completed and phase two con-
struction is continuing. We
expect this entire 320,000-
square-foot plant to be com-
pleted before the end of 1976
and plan to produce printer
terminals there.

Colorado Springs, Colorado
will be the site of a major pro-
duction facility for data storage
peripherals. We purchased 360
acres of land there and will
break ground before the end of
1976 for a 320,000-square-foot
factory. Completion is slated for
early 1978.

Toward the end of the fiscal
year, Digital acquired a 325,000-
square-foot facility in Albuquer-
que, New Mexico from The
Singer Company. Production of
video terminals will be under-
way there before the end
of 1976.

Digital added to its manu-
facturing capability outside the
United States, and particularly
in Europe. An expansion was
completed which doubled the
size of our plant in Galway,
Ireland. We also established a
new plant at Ayr, Scotland and
have already begun building an
addition there. These new facil-
ities will help Digital measurably
in meeting its commitment to
the important European market.

Work also began on an addi-
tion which will double the size
of the company’s Canadian
administration and manufactur-
ing headquarters at Kanata. This
expansionwill strengthen serv-
ice to our customers throughout
Canada.

We have been gratified by the
welcome the company has re-
ceived in those communities
where Digital is locating for the
first time, and we look forward
to enjoying the same relation-
ship with these new communi-
ties that we have enjoyed at
other Digital sites over the
years.



“...the selling and servicing
of tools means looking first to
customer needs..."”

Digital continued to build its
worldwide customer support
capability during the year. We
opened 16 new sales offices and
added significantly to our field
organization.

We now have more than
5100 professionals deployed
throughout the world to provide
high levels of support to our
growing customer base.

Customers in the field are sup-
ported through a concept we call
Account Management. An expe-
rienced sales professional is
assigned to each account. This

account manager is, in effect,

the leader of a team which collab-
orates to provide whatever sales,
maintenance and software sup-
port services the customer
requires. Coordination of these
activities through the Account
Manager has succeeded in sim-
plifying the process by which
our customers can access the
Digital resources they need to
solve their problems and has
helped us ensure customer
satisfaction.

Customized problem-solving
is provided by Digital’s world-
wide Computer Special Systems
organization to customers with
highly specialized needs. Our
staff of engineers and program-
mers provide special hardware

and software design, applica-
tions programming, systems
engineering and project man-
agement.

The Digital Equipment Com-
puter Users Society (DECUS)
continues to be the largest and
most active users society in the
computer industry, with more
than 25,000 members who meet
at seminars in the United States,
Europe, Canada and Australia
to exchange ideas and informa-
tion, establish standards and
provide feedback to the com-
pany on equipment and pro-
gramming needs. The DECUS
library contains more than
2000 programs which are
available to members on

request.

e

Scientists at the world headquarters of E.R. Squibb & Sons, Inc., Princeton, New Jersey, use Digital PDP-11 computers to con-
trol the quality of existing drug products and to evaluate potential new products. Small PDP-11's in several research and
development laboratories control experiments and transmit data to a central PDP-11 system.
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“...our task-related, cus-
tomer-oriented philosophy
depends on a strong, people-
related people-oriented
organization...”

Digital now has 25,000 employ-
ees worldwide and every one of

them is in the computer business.

They are a sign of our growth
and are also its principal cause.
At Digital, business manage-

Employee Population
(In Thousands)

1972 1973 1974 1975 1976

ment and controls are as decen-
tralized as possible, distributed
into a structure as diverse as the
company’s product range, as
varied as the uses to which our
products are put and as widely
deployed as the needs of our
worldwide customer base re-
quire.

Such programs as employee
education, sales training, man-
agement development, job
enlargement, tuition refunds,
university courses at company
facilities...these are all serious
commitments at Digital. For in a
growing company that considers
distributed management as the
key to today’s operations, this
investment in our employees is
essential.

During the year we expanded
our employee training and
development programs and con-
tinued our vigorous affirmative
action programs to attract and

Reporters and editors at THE PRESS, a daily newspaper serving southern New Jersey, use Digital VT20 graphics terminals

develop minority and female
employees. A program of con-
tinuing education offers indi-
vidual courses, high school
equivalency and university level
courses leading to degrees. Many
of our Massachusetts people are
enrolled in programs conducted
at company facilities by Boston
University and Worcester Poly-
technic Institute. Digital
employees can also pursue
further education through com-
pany-sponsored programs run
in cooperation with scores of
colleges and universities among
them MIT, Harvard, Carnegie
Mellon and Stanford. Digital is
proud of the opportunities for
personal and professional en-
largement which it is able to
provide for employees at all
levels. Indeed, they are the rea-
son for Digital’s progress to date
and the source of the company’s
optimism for the future.

instead of typewriters to speed news to their readers. Stories are written, edited, and sent directly from the terminals into
a large Digital PDP-11 system which controls justified typesetting and production of copy which is ready for printing.
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Digital Equipment Corporation
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Five year financial summary

1972 1973 1974 1975 1976
OPERATIONS
(In Thousands except per share data)
$166,262  $229,051 $360,756  $433,185 $586,670
21,291 36,418 61,128 100,589 149,618
187,553 265,469 421,884 533,774 736,288
98,199 142,616 227,646 292,905 414,180
20,137 24,933 36,599 48,520 58,387
43,601 59,774 89,800 117,592 146,256
546 718 2,066 4,765 9,882
(730) (1,172) (13,127) ( 3,608) (11,817)
161,753 226,869 352,984 460,174 616,888
25,800 38,600 68,900 73,600 119,400
10,500 15,100 24,500 27,600 46,000
$ 15,300 $ 23,500 $ 44,400 $ 46,000 $ 73,400
$1.49 $2.16 $3.80 $3.85 $5.94
10,282 10,874 11,688 11,959 12,355

REVENUES
Equipment sales
Service and other revenues

TOTAL OPERATING REVENUES
COSTS AND EXPENSES

Cost of equipment sales, service and other revenues
Research and engineering expenses

Selling, general and administrative expenses
Interest expense

Interest income

TOTAL COSTS AND EXPENSES

INCOME BEFORE INCOME TAXES
INCOME TAXES

NET INCOME
NET INCOME PER COMMON SHARE!

Weighted average number of common shares outstanding
during each year

1 See Notes F and L of Notes to Consolidated Financial Statements.

$137,402
144,578
238,620
127,394
440,270
10,575
339,645

FINANCIAL POSITION
(In Thousands except per share data)
$ 62,117 $102,743
68,367 107,239
87,156 152,724
58,935 83,942
192,416 287,397
144,807 223,546
14.00 20.18

28.47

$174,824
164,966
333,202
167,563
565,069
85,215
394,385
32.81

GENERAL INFORMATION AND RATIOS

(Dollars in Thousands)
2.8:1 3.4:1

$ 27,714 $ 31,810
$ 5,053 $ 8,032
13.8% 14.5%
11.3% 12.8%
8.9% 9.8%
7,800 13,000

$ 240 $ 204
10,343 11,079
15,430 14,226

3.8:1
$ 50,085
$ 12,374

16.3%
15.8%
12.2%
17,600
$ 240
11,932
14,393

5.2:1
$ 45,876
$ 16,896

13.8%
12.5%
9.2%
19,000

$ 281
12,022
15,033

$218,777
219,277
498,983
215,806
856,038
91,358
606,045
46.82

4.3:1
$ 54,518
$ 21,984

16.2%
14.7%
10.3%
25,000
$ 29.5
12,944
15,442
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Inventories

Accounts receivable, net of allowances
Working capital

Property, plant and equipment, at cost
Total assets

Long-term debt

Stockholders’ equity

Stockholders’ equity per share

Current ratio

Additions to property, plant and equipment

Depreciation

Income before income taxes as a percentage of total
operating revenues

Net income as a percentage of average stockholders’ equity

Net income as a percentage of average total assets

Employees at year-end

Revenues per employee

Common shares outstanding (in thousands)

Shareholders at year-end



Financial review

MANAGEMENT'S DISCUSSION
AND ANALYSIS OF OPERATIONS
As an aid to understanding the Com-
pany’s operating results, the following
tables indicate the percentage relation-
ships of income and expense items in-
cluded in the income statements for
the three fiscal years ended July 3, 1976
and the percentage increases in those
items for such years.

Income and Expense Items

Percentage Increases

as a Percentage of 1973 1974 1975
Total Operating Revenues to to to
1974 1975 1976 Income Statement Item 1974 1975 1976
85.5% 81.2% 79.7% Equipment sales 58% 20% 35%
14.5% 18.8% 20.3% Service and other revenues 68% 65% 49%
100.0% 100.0% 100.0% Total operating revenues 59% 27% 38%
54.0% 54.9% 56.3% Cost of sales, service and other revenues 60% 29% 41%
8.7% 9.1% 7.9% Research and engineering expenses 47% 33% 20%
21.3% 22.0% 19.9% Selling, general and administrative expenses 50% 31% 24%
.5% .9% 1.3% Interest expense 188% 131% 107%
(.8%) (.7%) (1.6%) Interest income 167% 15% 228%
83.7% 86.2% 83.8% Total costs and expenses 56% 30% 34%
16.3% 13.8% 16.2% Income before income taxes 78% 7% 62%
5.8% 5.2% 6.2% Income taxes 62% 13% 67%
10.5% 8.6% 10.0% Net income 89% 4% 60%
REVENUES and other revenues, which includes

Worldwide total operating revenues
for fiscal 1976 amounted to $736.3
million, an increase of 38 percent over
the $533.8 million reported in fiscal
1975. The availability of a number of
new computer and software systems
and increased demand for products
and services resulted in higher unit
shipments of computer systems, related
peripheral equipment and significant
growth in support service revenues.
Equipment sales attained a record
$586.7 million. Shipments were 35 per-
cent ahead of the $433.2 million re-
corded in fiscal 1975. The increasingly
higher level of unit shipments through-
out fiscal 1976 was supported by the
domestic and international economic
recovery during the fiscal year.
Growth in the installed base of
equipment and in the number of users
was reflected in the 49 percent increase
in service and other revenues. Service
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such items as maintenance service,
customer training, software support,
replacement parts, and equipment
rentals were $149.6 million or 20 per-
cent of total operating revenues. This
category in fiscal 1975 accounted for
$100.6 million or 19 percent of total
operating revenues.

INTERNATIONAL OPERATIONS
While the economy of the United States
made a speedier recovery than the
economies of many other industrial
nations, operating revenues in fiscal
1976 from customers outside the U.S.
were $276.5 million, 33 percent ahead
of last year’s $207.8 million. This
represented 38 percent of total oper-
ating revenues compared with 39 per-
cent in fiscal 1975. Included in these
results are revenues from sales oper-
ations conducted in Europe, Canada,
the Far East, and Central and South
America.



EXPENSES

To satisfy the growing demand for
products and services, the organization
was expanded both in terms of

people and plant, and major
investment in engineering activities
was continued.

Cost of equipment sales, service and
other revenues increased 41 percent
from fiscal 1975 to fiscal 1976, com-
pared to a 38 percent increase in total
operating revenues. Cost of equipment
sales, service and other revenues in-
creased as a percentage of total oper-
ating revenues from 54.9 percent to
56.3percent. These changes are attribut-
able to planned margin reductions of
certain hardware products and to the
effect of an increase in sales of products
with lower profit margins.

A total of $58.4 million or 8 percent
of total operating revenues was spent
in fiscal 1976 on research and engineer-
ing programs. In fiscal 1975, $48.5
million or 9.1 percent of total oper-
ating revenues was invested in the
design and development of new com-
puters, peripheral devices and software.

Selling, general and administrative
expenses increased in response to
business expansion and amounted to
$146.3 million or 20 percent of total
operating revenues. These expenses in
fiscal 1975 were $117.6 million or 22
percent of total operating revenues.

The increase in interest income from
$3.6 to $11.8 million resulted primarily
from the short-term investment of
funds obtained from the sale of com-
mon stock in the third quarter of fiscal
1976 and the sale of 938% Sinking Fund
Debentures in the third quarter of fiscal
1975. The increase in interest expense
from $4.8 million in fiscal 1975 to $9.9
million in fiscal 1976 is attributable to
the debt incurred by the sale of
such debentures.

INCOME

Net income rose to $73.4 million, or
$5.94 per share, up 60 percent. Net
income in fiscal 1975 was $46 million
or $3.85 per share.

Net income reflected a slight in-
crease in the effective tax rate which
was 38.5 percent versus 37.5 percent
in fiscal 1975. See Note E on page 22
for further information concerning the
change in the effective tax rate.

FINANCIAL POSITION

The current asset position improved as
the result of on-going asset manage-
ment programs involving inventory
control and collection of accounts
receivable.

Cash and temporary cash invest-
ments at year-end totaled $201.4 mil-
lion, an increase of $134.5 million over
the fiscal 1975 position. This build up
in available cash resulted, in part,
from the sale of 800,000 shares of
common stock in February, 1976.

Accounts receivable at year-end
amounted to $219.3 million, $54.3 mil-
lion or 33 percent greater than the level
a year ago. The number of days sales
outstanding (accounts receivable
divided by fourth quarter total oper-
ating revenue times 90 days) were 85
days versus 92 days in fiscal 1975.

The inventory position was $218.8
million, an increase of 25 percent over
the year-end fiscal 1975 inventory posi-
tion. The steady improvement in de-
mand for our products throughout the
year and the level of business antici-
pated in the coming year is reflected in
the inventory position at the end of
fiscal 1976.
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STOCKHOLDERS' EQUITY

Total stockholders’ equity was $606.0
million, an increase of $211.7 million.
Return on average stockholders’ equity
improved from 12.5 percent in fiscal
1975 to 14.7 percent in fiscal 1976.
Stockholders’” equity per share was
$46.82 versus $32.81 per share a year
ago.

PROPERTY, PLANT AND
EQUIPMENT EXPENDITURES

The Company invested $54.5 million
in additions to property, plant and
equipment in anticipation of continued
growth and product demand. The
Company spent $45.9 million a year
ago. The funds were invested primarily
in new manufacturing facilities and the
expansion of existing facilities, and
equipment for use in the C<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>