To shareholders and employees:

Sales increased by 8 per cent and orders hy 11 per
cent in Tektronix” first quarter,

Greatly expanded investment in engineering,
which enabled the introduction of several significant
new products, also had the effect of delaying growth
of earnings. Earnings per share for the 12-week
quarter were 33 cents; in the 13-week first quarter
of last year, they were 37 cents.

For the 52 weeks ended August 23:

Earnings increased to $1.71 per share, from $1.70
in the comparable 53-week period last year; orders
rose from $142,863,000 to $160,775,000, and sales
from $138,739,000 to $151,540,000,

At the September 20 annual sharcholders’ meet-
ing, over 90 per cent of the shares were voted.
Haskins & Sells again were named auditors; an
additional 200,000 Tektronix shares were made
available for employee stock option; the existing
six directors were re-elected, and Earl Wantland,
executive vice-president, was added to our board.

Earl, at age 38, combines extensive experience in
both domestic and foreign operations.

Farl organized the manufacturing operations of
our first foreign plant, on the Isle of Guernsey;
organized Tektronix Holland and served as its
manager for two years, and was International
Manufacturing manager for five years. He was
named executive vice-president last January.

Farl has been director of Sony/Tektronix in
Tokyo since that subsidiary was formed, and has
also served on the boards of Tektronix Guernsey
Ltd., Telequipment Ltd., and Tektronix Holland
N.V.

The quarter’s order figures do not reflect the
impact of two new product lines expected to have a
major effect on our business. One is the recently
introduced 7000 series, a new “family” of high-per-
formance oscilloscopes and mainframes. The other

is our type T4002 computer terminal, whose low-
cost, high-resolution graphics capability has aroused
interest in the field of computer time sharing.

At the annual meeting, T had the great pleasure
of demonstrating for the assembled shareholders
these products, as well as other new instruments:

The Type 5030, an advanced low-frequency dual-
heam oscilloscope, soon to be produced in a storage
version also; the Type 576, an improved semicon-
ductor curve-tracer; and the Type 4501 scan-con-
verter unit, which allows the display of stored in-
formation on one or several TV-type monitors.

As with all new products, the progression of these
instruments from engineering concept through pro-
duction model doesn’t just happen.

Fach new instrument model tends to contain a
lavger proportion of Tektronix-made components,
thus assuring performance and value not obtain-
able through the use of off-the-shelf commercial
parts and pieces, Our new instruments contain
a very large number of Tek-developed components,
including several advanced ones whose manufac-
ture is complex. In addition, these instruments
require that a variety of mnew manufacturing
methods be assimilated into our operation, includ-
ing increased use of computers and numeric-control.

In the last year we have run two “shops”—one
producing instruments to sell, the other building new
components and readying new manufacturing tech-
niques for products to be introduced. This dual
operation, costly but essential, will begin to pay off
now as these products come to market.

We have been hiring at a very high rate. Last
year we added 900 people; since year’s end we have
gained nearly 700. This higher-than-usual rate of
hiring vesults in increased costs of training, and a
reduction of productive output.

The future, very promising, will require more
space than we now have. So, another expense is
that of providing new facilities to keep pace with
our expected growth. In the past year we have com-
pleted a 30,000-square-foot Graphics addition and
added 63,000 square feet to our Electrochemistry

plant. Relations Techniques Intercontinentales, our
marketing subsidiary near Paris, occupied its new
24,000-square-foot building. A 131,000-square-foot
building to house cathode-ray-tube and integrated-
circuit manufacture will he occupied at Beaverton
early in the year.

Other facilities under construction include a
44,000-square-foot addition to the Ceramics build-
ing, to be completed in October, and a 30,000-
square-foot addition to our plant in The Nether-
lands, which enables expanded activity, including
etched-circuit-board manufacture, Sony/Tektronix
in Tokyo will move from leased space into a 40,000-
square-foot building of its own before the end of
1969; and renovation of 70,000 feet of acquired
space continues at Telequipment Ltd.,, in London.

A major facilities effort is construction of a 200,
000-square-foot manufacturing building, to be com-
pleted on our industrial park in the next eight
months.

In addition, plans are being redrawn to meet our
urgent needs for additional engineering space.

As we move ahead in instrument design, compo-
nent development, assimilation of advanced proc-
esses and addition of excellent facilities, we have not
diminished our attention to the growth of our em-
ployees. Signups in Tektronix’ in-house education
program have increased this year from last year's
very high level.

In summary: I feel we are a dynamic company,
with significant new produects; first-class facilities,
and industrious and innovative employees.

Once again, our outlook is for an interesting year,
and a successful one.

Bl Vbl

President

Tektronix, Inc.
P.O. Box 500
Beaverton, Oregon 97005

FOREGROUND: New component-manufacturing building.
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To shareowners and employees:

On the face of it, Tektronix’ financial results
are cncouraging. The earnings increase of 15 per
cent looks pretty good, and the 22 per cent gain
in net sales is certainly substantial.

However, I would like to discuss with vou some
elements not contained in the statistics, that make
my appraisal of our situation in the months to
come a cautious one.

One cloudy area is the US economy. Although
Tektronix does not deal in large direct govern-
ment contracts and thus is not subject to their
turn-on, turn-off aspects, we still feel it when the
economic strings are tightened, as appears at least
possible in the year ahead.

Another uncertainty is delivery dates of our
advanced new-instrument lines. The multitude of
early technical problems inherent in such complex
products are being worked out, and the instru-
ments now look reasonably on schedule. Yet neither
our new high-performance oscilloscope “family™
nor our graphic computer terminal is expected to
contribute much to sales until next fiscal year.

The ups and downs of the economy are not
predictable, but our expenses are. They will con-
tinue to rise. Engineering investment, for instance;
while we work hard to get the technical “bugs”
out of our newest products, an equally strong ef-
fort is progressing toward the development of even
more-advanced instruments.

We will continue to add some emplovees, al-
though the pace will slacken somewhat. Cost of
materials and services will almost surely go up;
so will our pay rates. So will the expenses related
to new facilities.

Buildings under construction include the 131,000-
square-foot Electron Devices building, now nearly
ready for occupancy, and the 200,000-square-foot

Mechanical Products building, to be ready in early
summer. A 34,000-square-foot addition to our Ce-
ramics building is essentially completed. In Tokyo,
Sony/Tektronix has moved from leased quarters
into a 40,000-square-foot building of its own. A
30,000-square-foot addition to Tektronix Holland
is nearing completion in Heerenveen. As each
building is occupied, we incur additional utilities,
maintenance and depreciation costs.

Investment will increase not only in facilities,
but also in accounts receivable (a direct result of
orowth in our business) and in inventory. Because
these increases require some borrowing, interest
expense in the months just ahead will grow.

A longer-term, more frustrating cost is that neces-
sitated by the Office of Foreign Direct Investment,
an agency which, to improve the US balance of
payvments, restricts investment abroad. To comply
with OFDI, we will have to borrow outside the
US, at higher interest rates than available here.

Tektronix has always been a significant positive
contributor to the US balance of payments: vet
we have not heen able to eet the relief we asked
from the onerous and, we feel, unfair requirements

of OFDL

With expenses high, maintaining our earnings
must depend on continued healthy sales. Recent
sales have been high, fortunately, and our incom-
ing orders suggest this level may continue in the
immediate future. Also on the plus side: Although
our new instruments are not vet to the delivery
stage. response to them at trade shéws has been
excellent. As demonstrator models are put into
the hands of our field engineers, we should sce
results in the form of orders.

All in all, the picture is like the Oregon weather
this time of year—unsettled. But the rain will stop.
'As natives point out. it always has.) And Tek-
tronix has passed successfully through many such
unsettled periods.

Risk and uncertainty prevail in the world about
us. The Yew Year, traditionally a time of promise,

is once again disfigured by both new and continuing
troubles, that will test both the abilities and the
good will of men. In these unsettled days, 1 hope
the holiday season provides vou a time of respite
and personal happiness.

3 PN [ Vil o S

President
Tektronix, Inc.
P.0. Box 500
Beaverton, Oregon 97005
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To shareholders and employees:

Tektronix has always done a lot of business
overseas. More than 35 per cent of our sales are
now made there—a very high percentage. This
large market abroad has sometimes helped sta-
bilize our business when the domestic market was
soft.

This is happening now. Our US orders have
declined with the national economy, but overseas
sales continue to increase.

Last quarter’s figures reflect both trends. The
overseas increase didn’t quite offset the US decline,
but the foreign sales were largely in lower-tax
countries. Thus our earnings made a slight gain.

That increase was made on 13 per cent growth
in sales. So you can see that our expense levels
once again were high.

Those levels were based on a forecast which
seemed realistic as the year started last June. It
looked then like US orders would continue to
grow. But they haven’t. So, those expense levels
are now too high. We've moved to reduce them.

Those moves include stopping hiring and over-
time. We have decreased or deferred capital pur-
chases across a fairly wide spectrum. And, to
reduce overhead payroll, we've transferred some
nonproduction people to direct production jobs.
This last move will increase our ratio of total
output to total employees. Because new product
designs now comprise such a large part of our
line, we believe the risk of building obsolescent
inventory is slight.

These are times of national economic slowdown.
In such times, it helps us to be a profit-sharing
company.

For one thing, we've been able, by living with
lower profit share for several periods, to care-
fully assess our order trend, and avoid overreact-
ing in haste. But the trend is flat—unlike the
downturn that has forced some electronics indus-
tries into drastic remedial measures.

Also, profit share is a continuing barometer of
company performance. Each Tektronix employee
knows immediately when there is an extra need to
improve. When you get 10,000 people focusing on
cost reduction and increased efficiency, you have
a great force for productivity. Many new or im-
proved ways of doing things have already resulted,
which will continue to benefit Tektronix long
after these months of recession have passed.

Tektronix introduced four new products at the
March IEEE electronics show in New York.

Two of them added to our growing family of
“new-generation” oscilloscopes and plug-in units:
The Type 7503, a 90 MHz, three-plug-in main-
frame, and the Type 7B52 dual-sweep timebase
plug-in. The family now totals three mainframes
and 15 plug-ins.

The others were the Type 5031 dual-beam low-
frequency storage oscilloscope; and the Type S3150
computer-controlled measurement system for test-
ing integrated circuits, which strengthens our posi-
tion in the growing systems market.

Customer response to these products was very
favorable. Our weekly total of outstanding quotes,
a pretty good measure of product interest, moves
ever higher. There is a great interest in Tektronix
products, including new ones; but money nowadays
is hard to come by.

How long the US recession will go on is any-
one’s guess. And guessing is particularly risky in
an election year. At any rate, our policy has al-
ways been not to issue predictions.

There are some positive aspects to today’s situ-
ation: Our new oscilloscopes and our computer
terminal, after months of varied technical prob-
lems, have reached delivery stage. Foreign orders
show signs of continuing upward. Economic re-
cessions are at least somewhat responsive to gov-
ernment control, and can’t be expected to last
forever. Our engineering activity has been re-
organized into three groups, each responsible for
development of a distinct segment of our product
line, and the new Information Display Products
group has been formed; these moves will enable
us to get new products into production more
quickly. And, Tektronix boasts an increasingly
trained, increasingly productive work force.

However the US economy turns, we intend for
your company to be as strong and responsive as
all of us here can make it.

ArenQ Nollewrne

President

Tektronix, Inc.
P.O. Box 500
Beaverton, Oregon 97005

FOUR NEW Tektronix products were shown at the March
IEEE show in New York, which drew 45,000 persons.
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