TO OUR SHAREHOLDERS:

As you can see from the financial tables, the quarter
was a good one. Caution should be exercised, how-
ever, in comparing it with the corresponding quarter
of the preceding year, since that quarter was below
average.

On September 18 the annual shareholders meeting
was held. With 92 per cent of the outstanding shares
voting, the present directors were reelected and
Haskins & Sells selected as independent auditors
for the current year.

Financial results for the fiscal year and the quarter
covered by this report were presented and discussed
by Don A. Ellis, treasurer.

The president’s veport discussed primarily three
subjects — employee profit sharing; formation of a
division to engineer, manufacture and market de-
vices utilizing the Tekironix storage tube in the
field of information and display; and brief descrip-
tions of some of the instruments recently introduced,
with emphasis on their significance in pointing up
trends in instrumentation.

Regarding employee profit sharing, it was pointed
out that it is a basic part of a variable compensa-
tion plan which has been in effect at Tekironix for
18 years. Base pay is set below that which would
be paid if there were nmo profit share. Thus, in
periods of loss or low profits, wage costs are de-
creased. When the company is profitable, pay is
higher than it would have been with a fixed com-
pensation plan. It was also pointed out that the
35 per cent of profits distributed to employees in-
cludes our retirement provision as well as the pay
differential just discussed.

While it may be argued that not every employee
is in a position to influence profits, the profit-con-
sciousness and expense-consciousness which develops
creates a very favorable climate for profitable op-
erations. Employees are not tolerant of waste, un-
necessary expense or fellow employees who do less
than their best. I firmly believe employee profit
sharing has been a significant factor in the above-
average earnings Tektronix has achieved for many
years.

As a result of our efforts to build an oscilloscope
which retains the image of a transient signal on the
screen, a new and proprietary storage cathode-ray
tube was developed. In addition to use in oscillo-
scopes, these tubes have obuvious applications in the
field of information display. One such is displaying
the output of a computer. Another growing need
is transmission of printed material between locations.
Conventional closed-circuit TV does this, but re-
quires a wide-band transmission circuit since the
information must be repeated many times a second.
Using the storage tube, the information need be
transmitted only once for viewing for as long as
desired, and in addition can be done slowly, thus
not needing the costly wide-band circuit. The ability

to transmit drawings or other non-verbal data is
a valuable characteristic of these systems. If a paper
copy of the data is needed, photographic recording
of the storage-tube image 1is of course, possible.

For the past year an engineering and marketing
feastbility project has been undertaken, resulting
in a decision to put effort on developing a group
of products in the area. Since these products are
more in the nature of office equipment than elec-
tronic instruments, we are organizing a new divi-
sion within Tektronix to engineer, manufacture and
market them. At present this consists primarily of
people who have worked on the feasibility study,
but it will be expanded as the program develops.

I would like to emphasize that, while this project
has excellent possibilities, it is only in the develop-
ment stage and will take several years before it
could be of significance financially — perhaps it may
never be.

Regarding the new instruments which have been
so well received in the market, it was pointed out
that two portable oscilloscopes, our types 422 and
453, meet a growing need for rugged, lightweight,
high-performance instruments for service of com-
plex electronic installations such as computers . . .
Another newly introduced instrument of significance
is our type 549 storage oscilloscope, having many
advanced performance features and operating con-
veniences, plus the ability to utilize the many ex-
isting letter[1 series plug-ins . . . Color television
has sharply increased demand for monitor oscillo-
scopes. Our type 529, the latest in a series of tele-
vision waveform monitors, has been well received
by the TV industry. The Tektronix line of spec-
trum-analyzer plug-ins is growing and finding very
good acceptance in a market not previously served
by us.

Among the instruments showing most clearly the
trend to more automatic operation, two new plug-
ins were demonstrated which can sense the signal
applied and, with a push of a single button, adjust
themselves to present an optimum display of the
input signal. They can also be programmed by an
auxiliary unit to any desired series of settings. Two
pulse generators having remote programming ca-
pability were shown as further evidence of this trend.
In general, it is clear that trends favor small size,
increased reliability, easier information readout and
increased operator convenience. Generally, these
features result in higher unit prices, but more cus-
tomer value per dollar.

Again, we invite you to wvisit Tektronix if you are
in the Portland-Beaverton area.

MNowad Vel

President

~,

w

TEKTRONIX OSCILLOSCOPES—three
rackmount models of which are pictured
here—play a vital part in the US space
program. Here at Tidbinbilla Deep Space
Tracking Station near Canberra, Australia,
technicians tracked the Mariner satellite,
which sent back historic photographs of Mars
over millions of miles of space. (Photo by
Australian News and Information Bureau).
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Earnings would have been higher for the periods ending August 22, 1964 if two prepayments of long-

term indebtedness amounting to $5,800,000 had not been wmade to reduce interest costs. For the 12-
week period earnings would have been’ $1,390 thousand except for the $192 thousand cost (before profit
share and income taxes) of prepayment premium and accelerated amortization of loan costs for prepay-
mg $3,800,000. The 52-week earnings would have been $6,083 thousand except for the $289 thousand

cost of both prepayments.
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TO OUR SHAREHOLDERS:

Again it is a pleasure to report the
continuing high level of orders, sales and
earnings.

For the 12 weeks, sales were $23,-
363,000, compared with $18,813,000
for the same period a year earlier; net
earnings $2,491,000, up from $1,892,-
000; per-share earnings 31.3 cents, com-
pared with 23.4; and incoming orders
$25,906,000, an increase from $18,-
868,000.

For the 52 weeks ended November
13, sales were $89,066,000, an increase
from $75,646,000 a year earlier; net
earnings $8,773,000, up from $6,640,-
000, and earnings per share $1.10, com-
pared with $.82. Orders totaled $97,-
734,000, compared with $77,783,000.

New instruments introduced in the past
year are contributing significantly. Par-
ticularly successful have been the new
portable oscilloscopes, Types 422 and
453 in the computer and electronic equip-
ment service field, and the Type 529 tele-
vision waveform monitor in the TV broad-
cast station and network area. Sales of
these three instruments have exceeded
our forecasts.

As our four-story Technical Center
nears completion, we are looking for-
ward to bringing the major portion of
our research, design and engineering
activities into it early in 1966. Produc-
tion of Tektronix instruments for the
Japanese and Far East markets has
begun by our 50%-owned subsidiary,

Sony/Tektronix. We are proud to see
that these instruments are of the same
high quality and workmanship as those
produced at Beaverton or our European
factories.

Again, we sincerely invite you to visit
Tektronix if you are in the Portland-
Beaverton area.

MNoond] Vol Do

President

DR. KURT SCHMIDT OF General Electric Co., one
of the developers of GE's new Lucalox vapor
light bulb, here uses a Tektronix oscilloscope as
part of his test equipment.
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