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A window provides a unique view of 

the outside world. In this Annual 

Report, four international business 

leaders share their views of the chal• 

lenges facing large organizations. 

And, now, with the introduction of 

DECwindows, one desktop device 

can provide windows into every 

corner of the enterprise. Users of 

Digital desktop systems and termi• 

nals can share the rewards of work• 

ing together. They can monitor, inter• 

act with, and control VMS, UNIX," 

and MS-DOS • programs running 

anywhere on the network, opening 

a different "window" on the display 

for each application. 





Corporate Profile 

Digital Equip ment Corporation is the world's leading manufacturer o f network computer 
systems and associated peripheral equipment, and is the leader in systems integration with its 
networks, communications, services , and software products . D igital's VAX computer famil y 
integrates the ente rprise, from the individual and work group to the whole orga ni za tion. The 
Compa ny's products are used worldwide in a variety of applications and programs , including 
scientific research, computation, communications, education, da ta analysis, industrial co ntrol , 
timesharing, commercial data processing, graphic arts, word processing, personal computing, 
health care, instrumentation, enginee ring and simulation. 

Financial Highlights 

% 
Fi scal Year 1988 1987 C hange 

Tota l operating revenues .. . $ 11 ,475,446,000 $ 9,389,4-l-l ,000 +22 
Net income . ..... , .. . ... . $ 1,305 ,633,000 $ 1,137,435 ,000 + 15 
Net income per share . .... . $ 9.90 $ 8.53 + 16 

Total stockholders ' equity .. $ 7,510,374,000 6,293,471,000 + 19 

umber of stockholde rs ... 103,162 99,379 
Stockholders' equity 
per share ............ . .. . $ 59.47 $ 49 .87 + 19 
Return on equ ity . ...... . . 18.9 % 18.9 % 
Return on assets .... .. . . . . 14.1% 14 .6 % 

Annual Meeting of Stockholders 

The Annual Meeting of Stockholders will be held at 11:00 A.M. , Thursday, ovember 3 , 1988 , 
at the World Trade Center, Commonwealth Pier, 164 Northern Avenue, Boston , Massachuserts 
02210. Stockholders of record on September 9, 1988, will be entitled to vote at thi s meeting. 
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Pres ident 's Le tt er 

Kenneth H. Olsen, President 



To Our Shareholders , 
Employees, And Customers: 

Each year we survey our customers to see how we are doing . I am pleased 
to tell yo u that cus tomer sa ti sfact io n has reached record levels , leading to rev­
enue increases and profitability fo r Digital that exceeded those of the com­
puter industry as a whole. 

In today's global competition, we see successful organizations, large or 
small , as mo re di stributed and less hierarch ical. Info rmation needs to be placed 
in the hands of the individual, and be available simultaneously across the enter­
prise. A growing number of organ izatio ns worldwide are adopting Digital's 
enterprise-wide, network comput ing strategy. By providing solut ions at the 
user level and interconnecting systems tn a mu ltivendor enviro nment - from 
workstations through d epartmenta l sys tems to globally distributed tra nsaction 
process ing networks-we help our customers become mo re compet itive than 
ever before. 

Probably the most significant factor in our success ove r the yea rs has 
been our di sci plined approach to the VAX/VMS hardware and software envi­
ronment. From the beginning, our design discipline for each hardware and 
software compo nent has enab led us to moderni ze them cont inually without 
redes igning the system. VAX/VMS is the only h ardware/ software system th at 
has such clea r arch itectura l definition for development and growth . Software 
written ten yea rs ago will work on today's newest VAX computers; software 
written today will work on VAX computers man y years from now. The resulting 
computing environme nt provides unmatched fle xibility and protects the cus­
tomer's investment. 

Lately there has been cons iderable interest in an " open opera ting system." 
As o ne of the fou nders of the Open Software Foundation (OSF), Digital is par­
ticipating enthusiastically in the development of the OSF User Interchange 
Standards. As computer users , as well as computer system providers , we under­
stand the productivity adva ntage ou r customers receive b y using standard 
interfaces, protocols , and languages to manage their information, whether in 
docu ment , picture, or voice form. Digi tal , therefore, is committed to hav ing its 
products , VMS and ULTRIX, meet all information interchange standards. 

Our goal is to provide customers w ith the most p roductive computi ng 
environment possible so they can reali ze the rewa rds of an enterprise that 
works together. 

Kenneth H . Olsen, President 

September 1, 1988 
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Digital Understands 
The Rewards Of Working Together. 

In this Annual Report , four Digital customers share their thoughts on the 
business issues that face any large organization. ine other customers tell how 
they address those issues . 

One theme runs th rough these stories - the rewards of working together. 
Each tells how computers and computer networks help focus the human , 
financial , and technological resources of an organization on cr iti cal business 
objectives. 

"Working together" requires an imaginative yet disciplined approach to 
information technology. Digital has developed a well-defined but flexible 
framework to integrate desktop , workgroup, departmental, and datacenter 
systems. 

This framework addresses the critical business and information manage­
ment needs of our customers: 

• Management needs enterprise-wide networking to make the entire organiza­
tion more responsive to customer demand's and new business opportunities. 

• MIS needs a single, consistent development environment to shrink its applica­
tion backlog. 

• Users-whether they have terminals , personal computers, or workstations­
need a single, consistent way to access applications and information. They need 
to be able to exchange information and share ideas within the workgroup and 
across the organization. 

Digital 's unique ability to address these needs underlies the customer 
stories in this Annual Report. 
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Union Bank Of Switzerland: 

Replicating And Distributing 

Applications Internationally. 

Switzerland is a small country. Like many Swiss banks, Union Bank of Switzer- 9 

land 's success has come from its ab ility to compete in the larger but rapidly 
changing world market. 

That 's meant opening UBS offices in other countries to serve multinational 
customers. Ir 's meant building an internat ional network where applications are 
di st ributed o r replicated on different systems in different countries. And it 's 
meant finding a way to build modular systems that can handle signifi can t shifts 
in the type and volume of transactions in different offices . 

UBS adopted a Digital strategy, building a network of VAX, VAXstation , 
and VAXcluster systems that work together transacting business in all the major 
mo ney markets. As new financia l instruments are developed or trading patterns 
change, UBS is able to scale-up , down-size, distribute, or replicate applica tions 
without obsoleting ei the r hardware o r software. This gives UBS a competi tive 
edge. Once they develop an ap plication for one VAX system it can run on an y 
VAX system . 

Digi tal is the only computer manufacturer to provide the flexibility of a 
sing le software environment that extends from the desktop to the datacenter. 
This environment supports uniprocessor and multiprocessor systems, as well as 
clusters , where large and small , new and o ld VAX processors actively sha re a 
large database . 

Digital Equipment: 

Modular Systems Provide 

The Environment For Growth. 
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Glaxolnc.: 

Expediting Technology Transfer 

And Product Development. 

Gaining FDA approval fo r a new drug is an ex pensive and rime-co nsuming 
business. Ir is not unusual for a major pharmaceu ti ca l company to spend ten 
years and 125 millio n dollars co develop and tes t a new product. Yet , even when 
FDA approval is fina ll y won , the re's no guarantee of its com mercial success. 

Glaxo Inc. , the U.S. subsidiary of British -based G laxo H oldings, p.l.c., and 
the fou rth -larges t prescrip tio n pharmaceutical company in the U.S., has fou nd 
the presc riptio n for success: design clinical studies that will properl y pos itio n a 
product by showing that it fill s a market need . To do thi s, research and market­
ing have co wo rk togethe r to see th at clin ical programs eva luate dose response , 
comparative efficacy, and trea tment coses. 

One o f the rewards of wo rking toget he r: G laxo's Zan tac® (ra nitidine 
hyd rochlo ride)-a n ant i-u lce r medici ne- has become the larges t-selling 
prescription drug in the wo rld . 

A globa l computer netwo rk that integrates research, clinica l test ing, and 
marketing he lps Glaxo build on th is success by speeding th e transfe r of in for­
mat ion between Glaxo lnc.'s headqu arters and resea rch center in o rth 
Caro lina 's Resea rch T ri ang le Park and o ther Glaxo centers in E ngland , Italy, 
Switze rl and, and Canada. 

Digital Equipment: 

Providing A Worldwide 

Network For Sharing Ideas. 



12 

"Productivity means little unless vou can build a better product tJr provide a 

better service. The key to competing m the global market zi ntither endlcrs 

automation nor cheap labor It's working smarter It r controllznR, qualttr, not 

just controllmP, costs so you can provide a better value than the competitinn ' 
Sandra Kurtzig, Ft>unJer anJ CrainT'a,1, ASh Comput~r ~y~t~ ns Inc. 
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N. V. Philips: 

Integrating Manufacturing 

With Marketing 

And Product Development. 

. V. Philips, the Dutch electro ni cs manufacturer based in Eindhoven, sta rted 
to use Digital systems to control manufacturing costs and improve productivity 
lo ng befo re ( IM -Computer Integrated Manufacturing- became a widely 
accepted concept. As a result , Philips has been able to improve their position 
as Europe's leading manufacturer of consumer electronics. 

From the start, Philips recognized that simply auromat ing the factory fl oor 
does not address the whole problem. Production has to be coordinated with 
purchas ing, inventory, and marketing. And quality management has to embrace 
all these functions , if warranty costs are to be reduced and a consumer fran ­
chise bu ilt . 

Philips recognized the rewards of work ing together. They saw that 
computers-built by different manufactu rers-working in product deve lo p­
ment , manufacturing, and marketing , had to be linked and that they had to 
work together. D ig ital systems work in an open networking environment . 
Thar's why they play an im portant role in Philips ' networks. 

The abi li ty to deliver Computer Integra ted Man ufacturing solutions that 
wo rk as part of ente rprise-wide networks has made Digi tal the leader in the 
fie ld . 

Digital Equipment: 

Building Open Networks 

To Make The Entire Enterprise 

More Productive. 
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Hoechst: 

Improving Professional And 

Managerial Productivity. 

H oechst is one of the wo rld 's largest chemical companies. The German-based 
company is also a pioneer in the use of electronic mail. 

The H oechst " Buroinformationsystem," a Digital ALL-I -1 office infor ­
matio n and communicat ion system, helps over 500 key Hoechst managers , 
enginee rs, and sc ientists throughout Germany wo rk together. 

Although Digital is a primary supp lier of office systems to H oechst , non­
Digital computers are used in some facilities. Users o n man y of these sys tems 
can exchange electroni c mail messages with users of Digital systems. 

Digita l was the first comp ute r manufacturer to develop an internetwork 
inte rface to meet the X.400 international co mmunicatio n standard. Hoechst 
was the fi rst Digita l customer to use the X.400 MAILbus interface for the inter­
change of electronic mail among public and private networks. For example , 
use rs on an IBM mail sys tem at one H oechst fac ility can now send messages to 
users on Digital ALL- IN-1 systems at o ther facilities, and in some cases those 
messages will travel over the Bundespost Datex-P public packet switched 
netwo rk . 

The development of the X.400 MAILbus inte rface refl ects Digi ta l's 
commi tment to internat io nal standards. DECnet is the only major netwo rking 
system built arou nd OSI standards. DECnet/ OSI provides customers like 
H oechst wi th the assurance that they will be able to conti nue to wo rk together 
as they add compute rs compliant with inte rnatio nal standards co their 
ne twork. 

Digital Equipment: 

Integrating Public And Private 

Electronic Mail Systems. 
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Toys"R"Us: 

Ringing Up More Dollars 

Per Employee. 

In retailing, produ cti vity is measured in dollars per employee and dollars per l'J 

square foot of selling space. To increase productivity you must have rhe right 
items in the right sto res at the right rime. And you have to make shoppi ng easy. 
I n the toy business that can be a p rob lem. Chri stmas checko ut lines ca n seem 
inte rminable. 

Toys " R" Us fou nd the way to speed checko ut lines, im prove employee 
productivity, and track sales and invento ry o n a store- to-sto re, d ay-to-d ay basis. 
Each of the 313 Toys " R" Us sto res is equipped with two Mi croVAX computers 
netwo rked to elec tro ni c cash registe rs and optical scanners at the po int -of-sale, 
and to o th er VAX sys tems in twenty distribution centers around the cou ntry. 

Give n the seasonal nature of the toy business, the entire o nline transac­
tio n p rocessing netwo rk had to be built in just six mo nths because install at ion 
couldn 't start until eve rything was straightened o ut afte r Chris tm as. Th en, 
equipment had to be install ed , softw are rested , netwo rk links establ ished , 
and employees trained before the nex t Chri stm as rush . Work ing toge ther, 
Toys " R" Us and Digi tal met the deadline. The whole netwo rk was up and run ­
ni ng befo re Thanksgiving. 

This yea r the netwo rk helped Toys " R" Us transact ove r $3 billion in sal es. 
And it helped make thi s holiday season mo re p rofitable by imp roving prod uc­
tivity. Checko ut lines moved fas te r. Price lookups we re virtuall y e liminated . 
Stockouts we re redu ced . Even returns became easie r to handle. 

Digital Equipment: 

Improving Productivity 

With On-Line 

Transaction Processing. 
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· 'Someone once described construction as the business of pouring money into 

u hole 111 the vound. That's not the case in the construction of the Sydney 

llurbour Tu1111el. We're confident we can come in on budget because we have 

the computer-bused project management system needed to track everv aspect of 

t!){S S../UU mil/um (Australian) job "Franco Belgiorno-Nettis, Founder an<l Chairman, 

Tr,msfic:l<l Construction 



Transfield Construction: 

Allocating Resources 

In A Joint Venture. 

D igging a tunnel is p rob ably the most demand ing job a contractor can under- 2l 

take. When yo u're working in a thirty-foo t-wide tunnel under 100 feet of rock 
in a majo r res idential area , o r in a submerged concrete tube on the bed of 
Sydney H arbo ur, there's no roo m for erro r. I t is not the kind of project in 
whi ch lost tim e can be made up by throwing mo re worke rs and machines at 
the job . 

The fi fty-yea r-old bridge that dominates the Syd ney skyline can no longer 
handle the traffic demands of this city of three and a half mi ll ion people. As 
a consequence, the construct ion sched ule for the Sydney Harbour Tu nnel is 
tight-44 mo nths, abo ut half the time it took to complete the H o lland Tunnel in 

ew Yo rk . Tran sfield and its partner in the H arbour Tun nel project, Kumagai 
G umi-Japan 's leading constru ction company - are committed to an August 31, 
1992, completion date and to b uilding the tunnel withou t spoiling the "p ictu re 
postca rd " view of the Sydney Opera H ouse. 

One of the major contribu tio ns Transfield made to this joint venture was 
a sophisticated p roject management sys tem. Running on a network of Digital 
computers, th is sys tem helps the construction rea m work together. Compu ters 
track every aspect of the job - budgets, schedules , and materia ls - so tha t the 
right resources are in the right place at the righ t time. T he entire project man­
agement system is online. Everyone is worki ng with the la test data so the enti re 
job will come in on time and on budget. 

Digital Equipment: 

Helping To Keep The Project 

On Schedule. 



"Lffcctne police ll'ork involves considerable collecting, sharing, and sz/ti11g of 

i11/m11111tw11 for Lo11Jo11 u·e chose a network of 2../0 \'AX computers to help 

the 2 7 UUU officers 1111J 16, UUU civil staff of the Met ropolita 11 Police work 

to,e,cther The sv1te111 will provide local police stations-from Bow Street­

Coi·ent Garde11111 the centre to Heathrow on the outskirts-with immediate 

access to one of the largest distributed relatlo11a! databases in Bntaw." 

Roger Gregory, Director ol Computing Services. London Metropolitan Police 



Scotland Yard: 

Looking For 

The Right Solution. 

The Metropolitan Police, with headquarters at New Scotland Yard , is responsi­
ble for an 800-square-mile area containing seven million people. 

The Yard wanted to imp rove the handling of crime reports so that infor­
mation would be readily available when and where it was needed. But there 
was no off-the-shelf software solution that met the speciali zed requirements of 
the Metropolitan Police . Digital provided the framework- the computers and 
the networking and systems software environment -around which SD-Scicon, 
the sys tems integrator chosen by the Metropolitan Police, could build a unique 
relational database system. 

This kind of cooperative effort between Digital and a third-party o rgan iza­
tio n is not unusual. 

Digital understands the rewards of working together and has established 
formal working relationships with hundreds of software companies , telecom­
munications companies, and manufacturers of specia lized hardware. 

Many of these companies are household names like British Telecom/ Mite!, 
Raytheon, Kodak, and Bankers Trust. Others are just as well known and 
respected in the industries they serve. 

Digital Equipment 

And Third Parties: 

Combining Resources To 

Solve Unique Problems. 
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"There are no longer easy answers. Scientists now work with masses of data and 

complex equations that would take hundreds of man-years to sort out or solve 

1/ it weren't for computers. Information technology is-by telescoping time­

accelerating change. The impact on the way we see ourselves and the world 

we live in may be the only thing that's incalculable." Beverly Clayton, Executive 

Director, Pittsburgh Supercomputing Center 
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U.S. Census Bureau: 

Measuring Change 

With A VAX Network. 

The Bureau of the Census does more than count the population of the 
Spokane Indian Reservation , New York City, and every other community in 
the United States. It provides the statistical database for economic forecasts , 
business marketing plans, Congressional redistricting , federal aid to state and 
local governments, and other governmental and private studies. The amount of 
information that has to be gathered is staggering. When completed, the 1990 
Census will be one of the largest, if not the largest , databases in the world , a 
database that the Federal Government will use to generate more than 2 ,000 
statist ica l reports a year. 

Digital is providing a nationwide and Bureau-wide network of over 450 
MicroVAX and VAX systems, which will be used to capture, analyze, and sum­
marize the data collected by an arm y of 400,000 census takers. 

Digital is helping to plan and build the network. We' re helping train Cen­
sus personnel. And we ' re installing equipment. The Census Bureau is counting 
on Digital. 

Building networks is a growing part of Digital's business. In large 
networking projects like this, Digital often acts as a general contractor provid­
ing network planning, installation , and maintenance. 

Digital Equipment: 

Building A Network 

Across America. 
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''B,· the year 2000, data will account /or more than ../0 percent of the traffic 

earned oz•cr telephone lines That's one reason Northern Telecom is u•orking 

log,ether with Digital to develop a technological base /or integrating voice and 

data at the application !eve!, so sharing i11/ormatio11 anvwhere, a11vtime, and 

111 a II\' form wi! ! be as easy as using the phone." Roy Me rrill s, Prcs ic.km, Northern 

Tdc·co111 I Ill. 



Northern Telecom: 

Making The Connection 

Between Voice And Data. 

Northern Telecom is the world's leading supplier of fully digital telecommu- , I 
nications systems, including central office switches fo r telephone operating 
companies and private branch exchanges (PBXs) for private networks. Many 
of these switches are built by Nashville-based orthern Telecom Inc. These 
advanced systems direct both voice and data traffic . But to fully integrate com-
puter and telephone networks , two more steps have to be taken. Voice and data 
must be integrated at the application level. And voice and data transmissions 
have to be multiplexed over high-speed communication lines. 

Digital , Northern Telecom , and other leading telecommunications 
equipment manufacturers are working from a common blueprint . With CIT­
Computer Integra ted Telephony-a PBX and a VAX computer can exchange 
information and work together in a voice/ data network. Northern Telecom and 
Digital we re among the original sponsors of this technology. 

At the same time, Digital , Northern Telecom , and other telecommuni­
cations equipment manufacturers are working with telephone operating 
companies around the world to implement ISDN - Integrated Services Digital 
Network- in which voice and data transmissions share the same high-speed 
circuits. 

Standards are a prerequisite for these initiatives. By actively cooperating 
with international standards groups and other manufacturers of computers and 
telecommunications eq uipment , Digital is working toward the day when an 
organ iza tion will be able to integrate all its voice and data resources in a single 
enterprise-wide network. 

Digital Equipment: 

Developing Standards 

To Facilitate Change. 



The Dig ital Difference Is Op en , 
E nterpr ise -W ide etwo rk ing. 

Digita l's success is based on bu il ding sys tems that wo rk together in an open 
network - systems that work together so the people who use them can wo rk 
together. 

Th is yea r, to enha nce and ex pand these ope n networking ca pab ilities, 
Dig ital spent $ 1. 3 bi ll ion on resea rch and d eve lo pment. Parti cu lar em phasi s 
was g iven four key areas: 

DECwindows- The Desktop Interface. 
Users shou ld not have to contend with diffe re nt operating systems running 
on different co mputers wit h in the network. With DECwindows software, use rs 
ca n run VMS, UNIX, and MS-DOS app lications simultaneously from a desktop 
te rmina l, pe rsona l computer, or workstation , opening a diffe re nt " window" on 
the di splay for each app licat ion. 

Integrating OLTP Into The Enterprise-Wide Network. 
Most online transaction process ing (OLTP) sys tems run on d ed icated comput­
ers ove r ded icated netwo rks . Digita l has integ rated OLTP into the ma in strea m. 
VAX systems can run OLTP app lications simultaneously with o the r jobs . Data­
center, departm ental , and desktop computers all work as a single, open-ended 
system. And, as OLTP and DBMS requireme nts grow, the re's economy of scale . 
Without changing so ftw are, ex treme ly large and powerful production sys tems 
can be bui lt by cluste ring VAX computers. VAXcluster technology combines 
in creme ntal growth w ith high data and system availability. 

Reducing System And Support Costs. 
Pe rsonnel represents about one-thi rd of the cost of system ownership : as mu ch 
as half the cost of bui ld ing and maintaining a network . Studies have shown that 
DEC net/ OSI netwo rks cost up to 50 percent less to operate than compa rable 
networks fro m other major vendors . Similar sav ings can be found in system 
suppo rt cos ts. 

Th ere are a number of reaso ns for these savi ngs: Dig ital systems are easy 
to program . App lication software is readi ly available. Digital hardware and 
software are reliable. Dig ital was the first major co mputer ve ndo r to o ffe r a 
o ne-yea r wa rranty on all systems. 

Work ing togethe r with customers, other vendors, and independent soft­
ware deve lopers, Dig ita l is providing th e resources and information technology 
needed to integ rate the ente rp rise. This requires a comprehensive approach to 
se rvice and support- fr om strategic planning and des ign, through implementa ­
tion and management , to mig rating, repli cating, and di stributing applications 
to new systems. I ncluded in this capabi lity are consulting, on line preventive 
maintenance, training, and the developme nt of custom hardware and so ftware 
products for un ique customer requirements . These comprehe nsive se rvi ce pro­
g ram s can he lp reduce system and support costs and the cost of netwo rk 
opera tio ns. 



Supporting The Key Computing Environments . 
D igital suppo rts genera l-pu rpose and speciali zed operacing environments 
includ ing che VMS, MS- DOS, and UNIX operacing syscems . 

T he VMS operating syscem p rovides a rich general-purpose ope ra ring 
environmenc fo r simultaneous cimesha ring, office, rea l rime , bacch , and online 
t ransaction p rocess ing. I t sup po rt s local and w ide area netwo rks , VAXcluster 
sys tems, and symm etr ic m ulti process ing. A p rog ram written for one system wi ll 
run o n any o ther system wi tho ut change o r reco mpilation . 

MS-DOS is the most w idely used operating system for pe rsonal comp uters. 
D igital not o nl y buil ds sys tems th at run MS-DOS and the leading personal com­
pu te r app li catio n programs, but al so adds va lue to IBM and Compaq PCs by 
providing the loca l and w id e area netwo rking, d ata management , and office 
in fo rma tion sys tem softwa re needed to integrate these desk to p comp ute rs into 
co rpo rate comp uting enviro nments. 

Digital also suppo rts UNIX, an opera ting system used in educat ion and in 
scient ific and eng inee ring ap pli catio ns. For the pas t nineteen yea rs, Digital has 
been the wo rld 's leading su pp li er of UNIX hardwa re , software, and se rvices. 

But an o pen e nvironme nt extends b eyond opera ting systems. D ig ita l is 
one o f the founders and spo nsors of the Open So ftware Fo unda tio n. The Foun ­
da tio n is es tablishi ng standards that w ill e nable use rs to move ne two rk app lica­
ti ons fro m systems built b y o ne manufacturer to systems built by ano the r. 

The Success Of Th e Dis tribu ted A pproach. 
DECnet/ OSI softwa re p rov ides a single , open network environ ment in whi ch 
VM S, UNIX, and M -DOS, and large mainframe and supe rcompute r sys tems 
can wo rk togethe r. D ig ital is committed to multi ve ndor networking and the 
integ ra t io n of DECnet w ith Open Systems I nterconnect (OSI) and telecomm u­
nication standard s. 

Dig ital has develo ped produ cts to link desktop termi nals and IBM, 
Co mpaq , Olive tt i, and o the r indust ry-standard personal computers in to 
DECnet/ OSI netwo rks. Dig ital has developed " gateways" to link DECnet/ OSI 
and IBM S A netwo rks and to p rov ide VAX use rs with direct access to C ray 
supe rcomputers . I n addition, Digi tal is wo rking w ith Apple Co mpu te r, I nc. , to 
estab lish standards fo r the integration of Macintosh'" computers and AppleTalk '" 
networks into enterprise-wide DECnet/ OSI netwo rks. 

The success of thi s open approach to netwo rking can be measured by the 
nu mber of DECnet/ OSI li censes D igital has issued - 144,000 at the end of fi scal 
1988, making Digita l the wo rld 's leading manu facturer of network compu te r 
sys rems. 





The box office at the Sydney 

Opera House has a computer­

ized ticke ting system based on 

a network of systems donated 

by Digital. 

The Rewards Of Working Together 
In Business An d In The Comm unity. 

Each company featured in this Annual Report uses a Digital network to focus 
its resources on a mission-critical business problem. Like Digital , each is enjoy­
ing the rewards that come when everyone in the organization works together. 

But these rewards are not limited to business. Digital and its 121,000 
employees share the belief that they can make a difference and that computers 
can help make this a better world. That 's why, in addition to external research 
grants, Digital donated more than $26 million in cash and equipment to non­
profit inst itutions throughout the world during the fiscal year. 

Grants and scholarships were made to hundreds of educational institu­
tions around the world. DECtalk units-which convert computer output to the 
spoken word-were donated to hundreds of organizations as a means of pro­
viding technological access to members of the disabled community. Digital is 
also a major supporter of the Nationa l Urban League and other organizations 
that open opportunities for minorities, women, and the disabled. 

Digital supports the arts. The Corporation awarded The Museum of Fine 
Arts in Boston the largest corporate grant in the museum 's history for " Monet 
In T he 90s," a major international exhibition scheduled to open in 1990. 
Digit;=tl is underwriting the production of " The Infinite Voyage." This science 
program, seen on both public and commercial television , promotes a better 
understanding of the world we live in. 

Many Digital employees are actively involved in educational, health-care, 
civic, social, and cultural programs at the national, regional, and local levels . 
Many work with the Adam Walsh Ch ild Resource Center and a network of 
Digital computers to fight child abuse in the United States. Digital also 
matches , dol lar for dollar, employee contributions to nonprofit organizations 
across the country. 

As individuals, as a company, and as world cit izens, we are seeing the 
rewards of working together. 

Digital donated a computer 

system to the World Health 

Organization in Geneva to pro• 

vide worldwide electronic mail 

service. 

35 



•t jj .. J 
___ ,,,,.., i,.1,., .. ..-., 1 ·,.,, ... ,,,.,· .• "~ 



F in a n c ia l Cont ent s 

E leven-Yea r Finan cial Summ ary ... 38 

Management 's Discuss io n and Analys is of Resu lts 
of Operatio ns and Fin ancia l Condi tio n . . . . 40 

Repo rt of Management ...... . . .. ......... . ....... -1 6 

Repo rt o f Independent Certi fied Publi c 
Accountants . . . .... . . . . . ... -1 6 

Co nsolidated Sta tements of Income ............ . . . . -1 7 

Co nso lidated Balance Sheets ......... . ............ -18 

Co nso lida ted Statements of Changes in 
Financial Pos itio n ...... . . ...... ... . . . . . -19 

Consolidated Sta tements of 
Stockholders' E qu ity .... ... ..... .. . . . . ... .. . . .... 50 

Notes to Conso lidated Fin ancial Sta tements 

Note A- Signi fi cant Accounti ng Policies . . 51 

No te B- Net In come Per Sh are and Dividend s. . . . 51 

Note C -Internatio nal O peratio ns ..... . . .. .. .. . ... 52 

No te D - Pensio n Pl ans and Other 
Reti rement Benefits ..... . . . . .... .... . ... . . .. . 5-l 

Note E - Income Taxes. 55 

Note F- Cash and Tempo rary Cash Investm ents . . 57 

No te G -Cap italized Computer Soft wa re 
D evelo pm ent Cos ts. . . . . . . . . . . . . . . . . . . . . . . 57 

No te H - D ebt ....... .. .. .. . . . . . . . . . . ... ... . . . .. 57 

No te I - Stock Plans 

Note J - Treasury Stock 

No te K - Leases. 

58 

59 

. . ..... . ............ . ...... 59 

Supplementary Finan cial In fo rm ation 
Quarterl y Financial D ata ... . ..... . ....... . . . . . . .. 60 



Eleven-year Financial Summary 

Operations (in millions except per share data) 1988 1987 1986 1985 

Revenues 
Product sales ... . . .... . ...................... . .... .. .. . $ 7,541.2 $6,254.2 $5,103.0 $4,530.0 
Service and other revenues .. . ....... .. . ... . ... .... .. ... . 3,934.2 3,135.2 2,487.4 2,156.3 

38 
Total operating revenues .......... ..... . . .. . .. . ..... . . . . 11,475.4 9,389.4 7,590.4 6,686.3 

Costs and Expenses 
Cost of product sales, service and other revenues .. . .. . . . ... . 5,468.3 4,513.9 4,282. 1 4,087 .5 
Research and engineering expenses . .. . . . ................ . 1,306.5 1,0 10.4 814.2 717.2 
Selling, general and adm inistrative expenses . . . . . ..... . ... . . 3,065.6 2,253.1 1,665.4 1,431.8 

Operating income . .......... . . ......... ... . . . . . . . . . ... . 1,635.0 1,612 .0 828.7 449.8 
Interest income ....... . .... . ............. .. ... . . .... . . . 143.6 122.1 116.9 63 .0 
Interest expense ................ . .... . ................ . 37.8 45.2 88. 1 82.0 

Income before income taxes ... ........ . ..... . .. . ....... . 1,740.8 1,688.9 857.5 430 .8 
Provision for income taxes .. .... ... . .. ............ .. . . . . . 435.2 551.5 240.1 (15.9 )3 

Net income .... .. ............ .. .. ............ . . ... . .. . $ 1,305.6 $1,137.4 $ 617.4 $ 446.7 

Net income per share' ·' .. . . . .... .. .. ... . . . .. .. .... . .. . .. . $ 9.90 $ 8.53 $ 4.81 $ 3.71 

Weighted average shares outstanding .... . . . . . . .... ... .. .. . 131.9 133.3 130.8 124.1 

Financial Position (in millions except per share data) 

Inventories .............................. . ........ ... . $ 1,575.1 $1,452 .9 $1,199.8 1,756.2 
Accounts receivable, net of allowance .......... . ... . ...... . 2,592 .2 2,312 .2 1,903.3 1,539.0 
Working cap ital . . ........ . .... . .... . ................ . . 4,515.8 4,376.6 4,222.7 3,694.2 
Property, plant and equipment, at cost . .... ...... .... ..... . 5,210.4 3,859.3 3,262.7 2,827.6 
Total assets ..... . ... . ......... . .... . ................. . 10,111.6 8,407.4 7,173.3 6,368.9 
Long-term debt. . ......... .. .. .. .. ... .. . .. .. .... .. ... . . 123.9 269.3 333 .2 836.9 
Stockholders ' equity ....... . ........................ . .. . 7,510.4 6,293.5 5,727 .8 4,55 4. 6 
Stockholders' eq uity per share' .. .. .. .... . . ... . ... ... .. . . . $ 59.47 $ 49.87 $ 44.54 $ 38.43 

General Information and Ratios (dolla rs in millions) 

Current ratio ... .. .. . .... .. .. ..... .. ... . .. . ... .. . ... .. . 2.9:1 3.4 : 1 4.9 :1 4.9 : 1 
Quick ratio .. .. . . ....... . .. .. .. ........... . ... . .... .. . 2.0:1 2.4: 1 3.5 : 1 2.8 : 1 
Additions to property, p lant and equipment .. . ........ . ... . $ 1,517.6 $ 748 .4 564.2 $ 571 .8 
Depreciation .... . ... .... . .. ... . ... . . ....... . ...... . .. . $ 515.5 $ 434 .7 $ 384 .0 $ 315 .1 
Debt to debt plus equity ratio .... .. .......... . .... .. . . .. . 1.6% 4.1 % 5.5% 15 .5% 
Operating income as a percentage of total 
operating revenues .. ................ .... ... .. ... .. .... . 14.2 % 17.2 % 10.9% 6.7% 
Income before income taxes as a percentage of total 
operating revenues .. .. .... ...... .................. . ... . 15.2 % 18.0% 11.3% 6.4% 
Effective tax rate .. . ................................... . 25.0% 32.7% 28.0% (3 .7 %)l 

et income as a percentage of total opera ting revenues ...... . 11.4% 12 .1 % 8.1 % 6.7% 
et income as a percentage of average 

stockholders' equi ty ..... .. .............. .... .. . ..... .. . 18.9% 18.9% 12.0% 10.5% 
et income as a percen tage of average total assets .......... . . 14.1 % 14 .6% 9.1 % 7.5 % 
umber of days sales of accounts receivable outstanding . .... . 75 78 79 75 

Inventory turns ... .. .. .. .. .. .. .. .. .................. . . . 3.6 3.4 2.9 2.3 
umber of employees at yea r-end ........ . . .. .. .. .... . ... . 121,500 110,500 94,700 89,000 

Common shares outstanding (in thousands) . .... •.. .. .. ... •... 126,290 126, 1 7 12 ,591 59,253 
Stockholders at yea r-end ................. .. .. . .. ... . . .. . 103,162 99,379 76,860 68,810 
Common stock yearly high and low sales prices . .. .. ... .. . .. . $ 199-99 $ 174-82 $ 94-46 $ 63-39 

1See Note B of Notes to Consolidated Financial Statements. 
2Per share data adjusted to reflect two-for-one stock split in May 1986. 



1984 1983 1982 1981 1980 1979 1978 

3,804.1 $2,827.7 $2,738.5 2,312 .9 $1,736.4 $1,337.7 $1,078 .1 
1,780 .3 1,444.2 1,142.3 885 .2 631.6 466.4 358.5 

;9 
5,584.4 4,271.9 3,880.8 3,198.1 2,368.0 1,804 .1 1,436.6 

3,379.6 2,606.0 2,187.6 1,778.7 1,319.9 1,012.3 802.3 
630.7 472.4 349.8 251.2 186.4 138.3 115.7 

1,179.5 830.6 758.6 632.2 478.9 370.1 281.0 

394.6 362.9 584.8 536.0 382.8 283.4 237.6 
41.5 61.2 102 .8 60.6 53.8 35.8 12.3 
35.1 13 .1 14 .8 29.2 27 .0 24.3 22.4 

401.0 411.0 672 .8 567.4 409.6 294.9 227.5 
72.2 127.4 255 .6 224.1 159.7 116.5 85.3 

$ 328.8 $ 283 .6 $ 417.2 $ 343.3 $ 249.9 $ 178.4 $ 142 .2 

$ 2.87 2.50 $ 3.76 $ 3.35 $ 2.73 $ 2.05 $ 1. 70 

114.7 113.4 110.9 105.1 94.3 89.9 86.5 

$1,852.2 $1,353 .8 1,137.4 $1,102 .2 $ 819.9 $ 513.5 $ 428.1 
1,527 .3 1,125 .0 807.6 758. 1 629.1 475.1 375.2 
3,001.4 2,377.0 2,181.2 2,029.8 1,658 .2 1,076.9 887.0 
2,351.8 1,961.4 1,605.4 1,128.4 772.3 582.1 507.8 
5,593.3 4,541.1 4,024 .0 3,456.1 2,666.1 1,863.2 1,501.4 

441.3 92.8 92.4 88.4 489.7 340.7 341.6 
3,979.2 3,541.3 3,164 .5 2,679 .7 1,65 1.7 1,120.2 904.8 

$ 34.42 $ 31.42 $ 28.65 $ 24 .65 $ 18. 12 $ 13.79 $ 11.35 

3.8:1 3.9: 1 4.1 : 1 4.2 :1 4.5:1 3.8:1 4.7: 1 
1.9: 1 2.0: 1 2.3: 1 2.3: 1 2.6:1 2.3 : 1 2.8 : 1 

$ 452.1 $ 419.2 $ 5 11.2 $ 398.5 $ 209.9 $ 93.9 $ 167.0 
$ 252.6 $ 203 .2 $ 152 .6 $ 102. 1 69.8 $ 57.7 $ 50.2 

10.0% 2.6% 2.8% 3.2% 22 .9% 23.3 % 27.4% 

7.1 % 8.5% 15. 1% 16.8% 16.2 % 15.7% 16.5 % 

7.2 % 9.6% 17.3 % 17.7% 17 .3 % 16.4% 15.8% 
18.0% 31.0% 38.0% 39.5 % 39.0% 39.5 % 37.5% 
5.9% 6.6% 10.7% 10.7% 10.6% 9.9% 9.9% 

8.7% 8.5 % 14.3% 15.9% 18.0% 17.6% 17 .3% 
6.5 % 6.6% 11.2% 11.2% 11.0% 10.6% 11.1 % 
83 82 73 73 81 82 82 

2.1 2.1 2.0 1.9 2.0 2.2 2.0 
85,600 73,000 67,100 63,000 55 ,500 44,200 39,000 
57,811 56,357 55 ,227 54,348 45 ,568 40,606 39,873 
44,389 40,903 44 ,706 39,948 35,144 28,835 25,868 

$ 50-33 $ 65-32 $ 55-34 $ 55-29 $ 41 -27 $ 29-22 $ 28-19 

' Includes elimination of DISC taxes of $63M accrued prior to 1984. 



Manage ment 's Discussion and Anal ys is of Results of Operati o ns and Financial Condition 

I ncorne and Expense Items as a 
Percentage of Tora! Operating Revenues 

1986 1987 1988 

67 .2% 66 .6% 65.7 % 
32.8% 33 .4% 34.3% 

100 .0% 100.0% 100.0% 

52.4% 40.5 % 40.3 % 

64.6% 63.2 % 61.7% 

56.5% 48.0% 47 .7% 
10.7 % 10.8% 11.4% 

2 1.9% 24.0% 26.7% 

10.9% 17.2 % 14.2% 
1.5% 1.3% 1.3% 
1.1 % 0.5 % 0.3 % 

11.3% 18.0% 15.2% 

3.2 % 5 .9% 3.8% 

8. 1% 12. l % 11.4% 

Percentage Changes 

Income and Expense Items 1987-88 1986-87 1985 -86 

Product sales . .. ... .. ... . .... . 21 % 23 % 13 % 
Servi ce and other revenues . ... .. 25 % 26% 15% 

Total opera ting revenues . .. .. .. . . ... . 22 % 24 % 14% 

Cost of product sales .... .. .. .. ...... 20% (5 %) 2% 
Service ex pense and cost 
of other revenues .................... 22 % 23% 9% 

Total cost of operating revenues ....... 21 % 5 % 5% 
Research and engineering ex penses . .. .. 29% 24 % 14% 
Selling, general and administrative 
ex penses . . . . . . . . . . . . . . . . . . . . . . . . . . 36% 35% 16% 

O perating income ................... 1% 95 % 84% 
Interest in come . ... .. . .. .. .......... 18% 5% 86% 
Interest ex pense .......... .. . .... . .. (16 % ) (49% ) 7% 

Income befo re income taxes .. .. . ... .. 3% 97 % 99% 

P rov ision fo r income taxes .. . . .. . . .. .. (21 % ) 130% 1614% 

Net income ...... . ........ . ..... . .. 15 % 84% 38% 

As an aid to understanding the Company's operating 
results, the above tables indica te the percentage relation­
ships of income and expense items included in the Consol­
idated Sta tements of In come fo r the three yea rs ended 

July 2, 1988 and the percentage changes in those items fo r 
such yea rs. Components o f total cos t of opera ting revenues 
are shown as percentages of their related revenues. 



Revenues 

In fisca l year 1988 the Company's growth was again above 
thac of che overall computer industry. Total operating reve­
nues fo r che yea r increased by 22 %, fo llowing inc reases of 
24 % in 1987 and 14% in 1986. Product revenues , which 
account for two-thirds of the total , increased by 21 % in 
1988, following increases of 23 % in 1987 and 13 % in 1986. 
The year-to-year increase in revenues ref:lects the growing 
number of large organizations around the world that are 
implementing the Company's enterprise-wide computing 
solutions . The Company's growth during the period has 
been enhanced by a continual f:low of new products. 

During 1988, demand for the Company's MicroVAX and 
workstation products was particularly strong. In the mid ­
range, che Company's new VAX 6200 systems mer with 
immediate customer acceptance, wich over 500 systems 
shipped in jusc che first three months of production . Ac che 
high end of the Company's product offerings, more chan 
3000 VAX 8000 systems were shipped. Expanded sales , 
service, and marketing organizations also contributed to 
increased revenues. 

Altho ugh the revenue growth of che Company was strong 
for che year, concern with economic conditions and cur­
moil in che capital markets in the fa ll of 1987 caused some 
customers to reduce or delay computer purchases. This 
was evidenced by a slowing of demand for the Company's 
larger computer systems during the third quarter and sof­
tening demand in some industry sectors. 

Continuing the trend of the last several yea rs , growth in 
overseas demand outpaced that of the U.S. For the year, 
non -U.S. revenues accounted for approximate ly 50% of 
che Company's coral revenues, the highest percentage in 
rhe Company's history. In rhe U.S. , demand in creased from 
customers in the discrete and process manufacturing sec­
tors and remained firm in most of the services industries . 

The Company expects that customers will increasingly 
look for computer systems that are distributed , f:lex ible bur 
disciplined, and tailored to the needs of an organization . 
The Company attributes much of its growth to its leader­
ship position in offering integrated , networked computer 
systems and support. 

In 1988, service and other revenues, which primarily 
include maintenance service, software support and consult­
ing services , customer training and the sale of replacement 
parts, grew by 25 % , following increases of 26 % in 1987 
and 15 % in 1986. High levels of customer satisfaction and 
a comprehensive portfolio of customer services accounted 
for much of this growth . 

Total Operating Revenues 
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Expenses and Profit Margins 

The Company's gross margin improved to 52.3 % from 
51.9% and 43.6% in the prior two yea rs respectively. This 
is the third consecutive yea r that the Company's gross mar­
gins improved over the prior year for both products and 
services. The improvement in gross margins fo r 1988 is 
attributable primarily to increased sales. 

The Company has continued to invest aggressively in 
research and engineering, because it believes such inves t­
ment is vital to its future growth and competitive position 
within the industry. Research and engineering expenses 
grew 29 % in 1988 and comprised 11.4% of total operating 
revenues , compared with 10.8% in 1987 and 10.7 % in 
1986. The Company has traditionally put its emph as is on 
applied research and engineering which includes develop­
ing o r enhancing computer systems, peripheral equipment, 
software and expanding product applications. The Com­
pany has approximately 7,800 professional employees 
involved in a number of research, engineering and pro­
gramming activities around the world. 

The Company's ongoing investment in research and engi­
neering resulted in a number of new product introductions 
in 1988, sustaining the Company's revenue momentum. 
DECWORLD '87 provided the stage for the introduction of 
26 new products, including a new generation of MicroVAX 
systems. The Company's commitment to multivendor 
nerworking and international standards was demonstrated 
by fo ur nerworking announcements. Foremost of these was 
DECnet Phase V, the fu ll implementa tion of which will vir­
tually eliminate size restrictions for networks and allow for 
unlimited expansion. Also introduced were the RA82 and 
RA70 disk drives. In video terminals, the Company intro­
duced the VT320, which incorporates a number of new 
feat ures and is priced 30% lower than its predecessor. 

Shortly after the close of the second quarter, the Company 
unveiled a sweeping strategy for the integration of compet­
itive systems into DECnet/ OSI networks. Digital's Network 
Application Support faci lit ies will provide users of Apple 
Macintosh '" computers, industry-standard MS-DOS and 
OS/2 personal computers, UNIX- based systems, and Cray 
supercomputers, as well as users of desktop VAX/VMS 
systems and Digital VT terminals, with common applica­
tion access , business communication, and information/ 
resource-sharing services . 

Research and Engineering 
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Expenses and Profit Margins 

In a series of spring announcements, the Company intro­
duced the high-end VAX 8000 series, mid-range VAX 6200 
series and a new version of VAX system software, VMS 5.0. 
These products provide high system availability, simple 
upgrades and more processing power by adding symmetric 
multiprocessing and parallel processing capabilities to the 
VAX environment. 

In the Company's fourth quarter, six new models were 
added to the VAXstation 2000 line. Available with either 
VMS or ULTRIX operating systems, the new workstations 
fea ture improved color, graphics and memory capabilities. 

Just after the close of the year, the Company extended its 
enterprise-wide computing capabilities with the introduc­
tion of DECtp, a systems environment that makes transac­
tion processing and information management systems 
eas ier and less expensive to develop , maintain and inte­
grate with other applications across the enterprise. These 
products provide the functionality, performance, availabil­
ity, security, and service required for network transaction 
processing, while providing an open environment. 

Several new and enhanced products make up part of the 
DECtp environment: the DECintact transaction monitor, 
which can execute more than 100 transactions per second 
on a single system; the SA600 Storage Array, with a capac­
ity of 9. 7 billion bytes and the fast access time and high 
reliability that are critical in transaction processing; a five­
fold performance increase to VAX Rdb/ VMS, a relational 
database management system that ensures transaction 
processing users of fast database updates and retrievals ; 
and a number of data management products critical to 
meeting customers' transaction processing requirements. 

The 36% year-to-year increase in selling, general and 
administrative expenses reflects the Company's investment 
for high growth and market share gain. Substantial invest­
ments were made in sales and sales support , marketing and 
advertising. These expenses increased to 26. 7% of total 
operating revenues in 1988 compared with 24 % in 1987 
and 21.9% in 1986. 

Operating income in 1988 was slightly higher than in the 
prior year, after increases of 95 % and 84 % in the two pre­
vious yea rs. Less than anticipated revenue growth, particu­
larly in the U.S., and a high level of operating expenses led 
to flat year-to-year results. 

Interest income in 1988 increased from 1987 levels reflect­
ing higher interest ea rned on the investment portfolio. 
Interest expense declined because of the redemption of 
long- term debt in 1987 . 

The Company's effective tax rate for 1988 was 25 % , down 
from 32. 7 % in 1987. The decrease reflects a reduction in 
the U.S. statutory income tax rate enacted in the Tax 
Reform Act of 1986. 

During December 1987, the F inancial Accounting Stan­
dards Board issued ~ new accounting standard for income 
taxes, SFAS No. 96, which will require the Company to 
write off a portion of deferred income tax assets from the 
balance sheet. The Company must adopt SFAS No. 96 no 
later than the yea r ending June 30, 1990. When adopted the 
Company plans to restate prior years' results with most of 
the adjustment being charged to retained earnings. Manage­
ment does not expect that the adoption of SFAS No. 96 will 
have a material impact on the Company's consolidated 
financial position and results of operations. There will be no 
cash flow impact from these adjustments. 

During the yea r, the number of employees increased by 
11,000, bringing the total number of employees at year-end 
to 121,500. The largest increases were in support of growth 
in the services businesses, for higher manufacturing volumes 
and new process technologies, for additional sales and sales 
support resources and for increased new product develop­
ment activity. 

The ratio of net income to average stockholders ' equity 
(return on equity) was 18.9% in both 1988 and 1987 and 
12 % in 1986. 
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Man age ment 's Discu ss io n and Analys is of F inancial Condition 

Availability of Funds to Support Current and Future Operations 

The requirements for funds to support the Company's 
operations have historically been met with internally 
generated funds supplemented with ex ternal financing. 
During 1988, internally generated fund s were sufficient to 
support operat ions . 

During the three-year period of 1986- 1988, funds gener­
ated from operations exceeded fund s used to support 
operations by $1,83 4 million. In 1988, net funds generated 
from operations were $162 million, compared with $881 
million in 1987 and $791 mill ion in 1986. The decline in net 
fu nds generated from operations in 1988 reflected higher 
cap ital spending. 

In January 1988, the Board of Directors authorized the 
repurchase of three million shares of the Company's com-

Common Stock Information 

The Company's common stock is listed and traded on 
the New York Stock Exchange, Pacifi c Stock Exchange 
and several E uropean stock exchanges. There were 
103 ,162 stockholders o f record as of July 2, 1988. T he 
high and low quarterly sales prices fo r the past two 
fiscal years are presented below. 

1988 

Fisca l Quarte r High Low 

First $198¼ $157½ 
Second 199½ 110 
T hird 144¾ 103¾ 
Fourth 1157/s 99¼ 

1987 

Fisca l Quarter H igh Low 

First $105 1/s $ 81¾ 
Seco nd 109 88 ½ 
T hird 172 7/s 104 ½ 
Fourth 174½ 148¾ 

mon stock on the open market. T he purpose of the rep ur­
chase prog ram was to provide shares to meet the require­
ments of the employee stock plans. During 1988, the 
Company purchased the three million shares at a total cost 
of $363 mill ion. The shares are being held as treasury stock, 
pending their issuance under the employee stock plans. 

Cash and temporary cash investments rose to $2,164 mil ­
lion at the end of 1988 from $2,118 million at the end of 
1987 . Unused lines of credit at the end of 1988 were $581 
million. 

The Company's fin ancial perfo rmance, together with its 
substantial reserve debt capacity and high credit rating, 
leave it well positioned to obta in fu nds required fo r future 
growth . 

Total Stockholders' Equity $ Millions 

88 75 10 

87 629.J 

86 5728 

85 -1555 

84 3979 

83 3541 

82 3165 

81 2680 

80 1652 

79 - I 120 

78 905 



Spending fo r Operations 

Throughout 1988, the Company mainta ined its strong 
financial position while continuing to invest for the 
future. 

Investments in property, plant and equipment in 1988 
totalled $1,518 million compared with $748 million in 
1987. Of this total, $790 million was spent for equipment 
as th e Company strived to ensure continued advances in 
capacity, efficiency and quality throughout its manufactur­
ing, engineering, field service and adm inistrative opera­
tions . Spending fo r land and buildings totaled $543 
million. Much of this spending reflects the replacement of 
leased space with Company-owned facilities. Approxi­
mately 44 % of the spending occu rred overseas. 

During the yea r inventories grew 8% from the prior year. 
Virtually all of the increase was in work- in-process inven­
tories as the Company prepared fo r the production of a 
number of new products. Average yea r inventory turned 
3.6 times, improved from the 3.4 times in 1987 and 2.9 
times in 1986. Accounts receivable grew 12 % in 1988, 
approximately half the rate of increase in operating 
revenues. D ays sales in accounts receivable outstanding 
decreased to 75 days from 78 days in the prior yea r. 

The ratio of net income to average tota l assets (retu rn on 
assets) was 14.1% in 1988, 14.6% in 1987 and 9. 1% in 
1986 . The decrease in 1988 was due principally to asset 
growth , refl ecting increased spending for property, plant 
and equipment. 

In 1988 the Company added approximately 4.9 million 
squa re feet of building space worldwide, bringing the total 
amount of space to 38.5 million square feet in over 1,100 
facilit ies. This compares with 33 .6 million square fee t in 
1987 and 32.3 million square feet in 1986. 

The Company will continue to invest for the future and 
expects that its capital spending level in 1989 will exceed 
that of 1988. The actual level of spending, however, will be 
dependent on a va riety of factors, including worldwide 
economic conditions and the growth in demand for the 
Company's products and services. 

Additio ns to Property, Plant & Equipment 

Depreciation Expense 

88 

87 

86 

85 

84 

83 

82 

81 

80 

79 58 

78 50 

Depreciation Expense 

et Inco me Per Common Share 

88 

87 

86 

85 

8-l 

83 

82 

8 1 

80 

79 

78 

$ Mi ll ions 

151 8 

748 

56-l 

572 

452 

41 9 

511 

399 

21 0 

9-l 

167 

$ 

9.90 

8.53 

-l .81 

3.7 1 

2.87 

2.50 

3.76 

3.35 

2.73 

2.05 

1.70 
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Report of Management 

The Company's management is responsible for the prepa­
ration of the financial statements in accordance with gen­
erally accep ted accounting principles and for the in tegrity 
of all the financial data included in th is Annual Report. In 
preparing the financial statements, management makes 
informed judgments and estimates of the expected effects 
of events and transactions that are currently being 
reported . 

Management maintains a system of internal accounting 
controls that is des igned to provide reasonable assurance 
that assets are safeguarded and that transactions are exe­
cuted and recorded in accordance with management 's 
policies fo r conduct ing its business. This system includes 
policies which require adherence to ethical business stan­
dards and compliance with all laws to which the Company 
is subject . The internal controls process is continuously 
monitored by direct management review and an internal 
audit program under wh ich periodic independent reviews 
are made. 

The Board of Directors, through its Audit Committee, is 
responsible for determining that management fulfi lls its 
responsibility with respect to the Company's financial 
statements and the system of internal accounting controls. 

Report oflndependent Certified Public Accountants 

To The Stockholders and Directors, 
Digital Equipment Corporation 

We have audited the accompanying consolidated balance 
sheets of Digital Equipment Corporation as ofJuly 2, 1988 
and June 27, 1987 and the related consolidated statements 
of income, stockholders' equity, and changes in financial 
position for each of the three fisca l years in the period 
ended July 2 , 1988. These financial statements are the 
responsibility of the Company's management. Our respon­
sibil ity is to exp ress an opinion on these financial state­
ments based on our audits. 

We conducted our audits in accordance with generally 
accepted auditing standards. Those standards require that 
we plan and perform the aud it to ob tain reasonable assur­
ance about whether the financial statements are free of 
material misstatement. An aud it includes exam ining, on a 
test basis , evidence supporting the amounts and disclo­
sures in the financial statements. An audit also includes 

The Audit Committee meets periodically with representa­
tives of management, the independent accountants and the 
Company's internal auditors to review audits , financial 
reporti ng, and internal control matters , and also meets 
with the Company's outside counsel on related matters. 
The independent accountants and the internal aud itors 
have fu ll and free access to the Audit Committee and peri­
odically meet privately with the Audit Committee. 

Coopers & Lybrand, independent Certified Public 
Accountants, have been engaged by the Board of Direc­
tors, with the approval of the stockholders , to examine the 
Company's financial statements. Their report appears 
below. 

~#C??L 
Kenneth H. Olsen 
President 

~ »,_ Odu'ef 
James M. Osterhoff 
Vice President, Finance 

assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the 
overall financial statement presentation. We believe that 
our aud its provide a reasonable basis for our opinion. 

In our op inion, the financial statements referred to above 
present fa irly, in all material respects, the consol idated 
financia l position of Digital Equipment Corpora tion as of 
July 2, 1988 and June 27, 1987 and the consolidated results 
of its operat ions and consolidated changes in its financial 
position for each of the three fiscal years in the period 
ended July 2, 1988 in conformity with genera lly accepted 
accounting principles. 

~ ./ i!t,_L 
Coopers & Lybrand 

Boston , Massachusetts 
July 27, 1988 



Consolid ated Statements of Income 

(in thousands excepl per share daia) Year Ended 

July 2, 1988 June 27 , 1987 June 28, 1986 

Revenues (Notes A and C) 

Product sales ............... . ... . .. ... ........ . ..... . $ 7,541,241 $6,254, 187 $5,102,961 
Service and other revenues ..... . . . .... . .... . ......... . . 3,934,205 3,135 ,257 2,487,396 -17 

Total operating revenues .......... .. .. ... .. . .... .. .. .. . 11 ,475 ,446 9,389,444 7,590,357 

Costs and Expenses (Notes A and D) 

Cost of product sales . .. .. ... ... . ..................... . 3,042 ,172 2,532 ,259 2,675 ,438 
Service expense and cos t of other revenues ............... . 2,426,176 1,981,635 1,606,661 
Research and engineering expenses . . . . . .... .. ...... . . . . . 1,306,543 1,010,438 814,138 
Selling, general and administrat ive expenses . . .... ... . . ... . 3,065 ,555 2,253,105 1,665,411 

O perating income . ........ . . ... . .. . ................. . 1,635 ,000 1,612,007 828,709 
Interest in come .. . .... . ............................. . 143,665 122,1 49 116,899 
In terest expense ..................... .. .... .. .. . ... .. . 37 ,820 45,203 88,079 

Income before income taxes . ..... .. ..... . .......... . .. . 1,740,845 1,688,953 857,529 

Provision for income taxes (Noles A and E) . ... . .......... . . . 435 ,212 551,5 18 240,109 

Net Income . . . . .. . . . . . . . . .... . ... . . .. .... ...... .... . $ 1,305 ,633 $1,137,435 $ 617,42 0 

Net income per share (Nole B) .. . ....................•... $ 9.90 $ 8.53 $ 4.8 1 
Weighted average shares outstanding (Note B) ..... . . . .. ... . 131 ,923 133,305 130,792 

The accompanying no/es are an integral part of these financial statements. 



Co n solidate d Balan ce Shee ts 

(in thousands) 

Assets 
Current Assets 
Cash and temporary cash investments (Note F) .... .......... .... . . ........ . ... . 

--18 Accounts receivable, net of allowance of $78, 148 and $69,280 ...... ........ .. .. . 
Inventories ( ate A) 

Raw materials ................ . . ....... ..... .. . .. ...... ... . . .... ..... . .. . 
Work-in-process . ........... . ... .. ............. . .. . . .. .. ... .......... . .. . 
Fi nished goods ... .. .. . .. . . . .. . . .. .. . . . .. . .. . ..... .. .... ... .. . .. . .... . .. . 

Total inventories .. .. .. .... . . . ................... . . . ..................... . 
Prepaid ex penses ..... .. .. . . .. . . . . ... ... ........ .. . . .. .... . . . .. .. ..... .. . 
Net deferred Federal and fore ign income tax charges ...................... .. .. . 

Total Current Assets ... .. ............... . . . .. . ... .. ....... ..... ..... . .... . 
Property, Plant and Equipment, at cost (Note A ) 

Land . . . . . ... . . . .. . .......................... .. .. . .... ....... . . . ... •. • • 
Buildings . ... ...... .. ... .. ... . . . . .. . . .............. .. .... . . .. .... . . . ... . 
Leasehold improvements .. . . . .. . . .. .. . . .. ............. . ... . .... .... .. .. . . . 
Machinery and equipment .. .... . ........... . .. . .... .. . . .... ... ... . . . ..... . 

Total pro perty, plant and equipment , at cost ... . .. . .... .. .... . . . .. ... . .. . .... . 
Less accumulated deprecia tion ................. .. ... .. .... . ......... .. .... . 

Net pro perty, plant and equipment ... . . .. .. ... .. .. ... .. ...... ... ..... . ..... . 
O ther assets, net (Note C ) . . . .... ...... . .... ... .. . .... . . •. .... . .. • ....•.. . .•. 

Total Assets .. ... . .... . .. . ... . . . ... . .................. .. ....... . .. .... .. . 

Liabilities and Stockholders' Equity 
Current Liabilities 
Bank loans and current portion of long- term debt (Note H) .... ... ...... . ........ . 

Accounts payable ... .. ... ... .. .. .. .. ........................ . ..... .. .... . 
Federal, fo reign and state income taxes . . . . .... . ... ...... . ...... . . .... . . .... . 
Sa lari es, wages and related items .... . .. .. . .. ... . . . . .... . . .... . .. . . . .. .. .... . 
Deferred revenues and customer advances (Note A ) . . . . .... . . ... .. . .. .... .. .. . . . 

O ther current liabilities ........ . . . ............... ... ...... . .... .. ........ . 

Total Current Liabilities ....... . ............. . ... .. .. . . .... . . .. ..... . .... . 
Net deferred Federal and fo reign income tax credits .. .. .. . .... . .. .... ... . ... . . 
Long-term debt (Note H) .. . ... .. . .. ... . .. . .... .... • ....•....•........•....• 

Total Li ab ilities ......... . ..... . .... . ... . .... . .... . .... .. ....... . ... ... .. . 

Stockholders' Equity (Notes I and}) 

Common stock, $1.00 par value; authori zed 450,000,000 shares ; 
issued 130,008,231 shares ........................................ .. .. . . .. . 
Additional paid -in capital ...... . .................... . ........ .. ..... . ... . . 
Retained earnings .. . .. .. .. .... . . ... . ..... . . . ... .. ...... ... .... .. .. . . .. .. . 
Treasu ry stock at cost; 3,718,375 shares and 3,821,669 shares . .... . ............. . 

Total Stockholders' Equity . . . . . . . . . . . . . . . . ..... .. ...... .. ..... . .. . 

Total Liabilities and Stockholders' Equity ... 

The accompanyi11g notes are an integral part of these /inanaal statements. 

July 2, 1988 

$ 2,163,580 
2,592,160 

392,734 
651,456 
530,869 

1,575,059 
274,160 
324,962 

6,929,921 

299,157 
1,283,048 

458,449 
3,169,792 

5,210,446 
2,115,421 

3,095,025 
86,610 

$10,111,556 

$ 154,670 
523,173 
504,195 
257,663 
727,984 
246,419 

2,414,104 
63,154 

123,924 

2,601,182 

130,008 
2,424,391 
5,463,050 
(507,075 ) 

7,510,374 

$10,111 ,556 

June 27 , 1987 

$2, 11 8,295 
2,312 ,188 

405 ,111 
526,483 
52 1,325 

1,452,9 19 
119, 193 
198,465 

6,20 1,060 

148,480 
889,755 
294,630 

2,526,457 

3,859,322 
1,732 ,028 

2,127 ,294 
79 ,032 

$8,407,386 

$ 4,873 
430,575 
328,134 
229,623 
475,925 
355 ,375 

1,824 ,505 
20,118 

269,292 

2, 113 ,915 

130,008 
2,352,939 
4,410,242 
(599,718) 

6,293 ,47 1 

$8,407,386 



Co nsolidated Statements of Changes in F inan cial Pos itio n 

(in thousands) 

Funds from Operations 
er income ...... . . . . ............ .. ................ . . . 

Add-expenses not requiring funds 
in current period: 
Depreciation and amortization (Notes A and G) . . ....• . ...• . ... 

Disposal of property, plant and equipment ..... .. ... .. .... . 
Restricted stock plans -
charge to operations (Note I) . . . . . . . . ........... .. . .. . .. .. . 

Change in deferred taxes, net (Note E) . .. .............. . . . . . 

Total funds from operations ........ .. . . .. . . . . . .. ....... . 

Funds Used to Support Operations 
Increase (decrease) in working capital: 
Accounts receivable ......... . ........ . . . . . .. .... . .... . . 
Inventories . . .. ... ... .. .... . ..... . ... . . .. .. . . .. . .. . . . . 
Prepaid expenses ..... . .. ... ... . . . .. . .. . .. .. . ........ . . 
Accounts payable . . ... . . ... .. .......... . ......... ... .. . 
Federal, fore ign and state income taxes ...... . . . .. . . .. .. .. . 
Deferred revenues and customer advances . . .. .. .. ....... . . 
Other cu rrent liab ilit ies .. .. . . ....... . .. . ..... .. ...... .. . 

Additions to property, plant and eq uipment .............. . . 
Increase in other assets . ... .. .. .. . ..... . ... . ... . ... . ... . 

Total fu nds used to support operations ............. . . . . . . . 

Net increase in funds from operations ......... . ...... . . .. . 

Funds Provided (Used ) by Financing Sources 
Bank loans and current portion of long-term debt (Note HJ ... . . 

11¼% ores due 1989 ... . .................. . .... .. .. .. . 
93/s% Debentures due 2000 ... . ... . ......... . .... . .... . . 
13 % Debentures due 2014 . . .. .. .... .. . . .. . . .. . . . . ... . . . . 
8% Conv Sub Debentures due 2009, net ............ ... .. . . 
Long-term debt, other (Note H) . . . .. .. . ... · .. .. . ... .. . . ... . . 

Com mon stock issued under stock 
option and purchase plans (Note I) . ..... . ......... . ..... .. . 

Purchase of treasury stock (Note }) ..... . .... . ..... . . . . . . .. . 

Total fu nds from fi nancing sources .... . ... . . . .. . ... .... . . . 

Net increase in cash and temporary 
cash investments ........ .. ... . .... .. . .. . .. . .... . ..... . . 
Cash and temporary cash investments 
at beginning of year ...... . .. .. . ... .. .. . . .. ...... . . . ... . 

Cash and temporary cash investments 
at end of year .. .. .. . . ...... . ....... .. . ... . . . . . . . .... . . 

The accompanying notes are an integral part of 1hese financial statements. 

July 2, 1988 

$1,305 ,633 

527,141 
34,341 

32 ,008 
(83 ,461) 

1,815 ,662 

279,972 
122 ,140 
154,967 
(92 ,598 ) 

(176,061) 
(252,059 ) 

80,916 

11 7,277 
1,517 ,579 

19,212 

1,654,068 

161,594 

149,797 
(150,000 ) 

4,632 

242 ,761 
(363 ,499 ) 

(116,309 ) 

45 ,285 

2,118,295 

$2,163 ,580 

Year Ended 

June 27 , 1987 June 28, 1986 

$1,137,435 $ 617,420 

436,118 384,04-l 
53 ,456 4-l , 112 

20,653 21,155 
(158) (13 ,936) 

1,647,504 1,052,795 

408,901 364,332 
253 ,163 (556,411 ) 

33 ,919 20 ,705 
(1 71 ,010) (74 ,363) 
(1 90,576) 130,3 42 
(222 ,135 ) (93,685) 
(174,573 ) (93,685) 

(62,311 ) (302,765) 
748,359 564,205 

80,463 

766,511 261,440 

880,993 791,355 

(1 7,324) 8,535 

(63 ,000) (3,646) 
(100,000) 

(4,279) 
(863 ) (1 44 ) 

189,346 138,932 
(781,790) 

(673 ,631 ) 39,398 

207,362 830,753 

1,9 10,933 1,080, 180 

$2,118,295 $1,9 10,933 



Consolidated Statements of Stockholders' Equity 

To tal 
Additional Stock-

Common Paid -in Retained Treasury holde rs' 
(i11 thousands) Stock Capital Earnings Stock Equity 

June 29, 1985 . .. .. .. .. . . . .. . .............. . .. $ 59,253 $1,737,834 $2,757,512 4,554 ,599 

5() Shares issued under stock option and purchase 
plans (Note I) ............................... . . 2,125 116,285 118,410 
Restricted stock plans, charge to operations ..... .. 21,155 21,155 
Stock option and purchase plans-excess 
Federal income tax benefits (Note I) ........ . . . .. . 20,522 20,522 
Two-for-One stock split in form of 
100% stock dividend . . . . . . . . . . . . . . . . . . . . . . . . . 60,200 (60,200) 
8% Convertible Subordinated Debentures 
converted into Common stock . .. .. .... .. .. . . ... 7,013 388,708 395,721 

et income-1986 .. . ............. . .... . ...... 617 ,420 617 ,420 

June 28, 1986 ..... .. ...... . . .. . .. . . .. . .. ... .. $128,59 1 $2,224,304 $3,374,932 $5,727 ,827 

Purchase of 5,000,000 shares of treasury 
stock (Note ]) . . . . ... . ................... . .. . .. $(781 , 790) (781,790) 
Shares issued under stock option and 
purchase plans (Note I) . . . . ..... . .. . . . . . .. . .. . .. 1,417 65,466 (102 ,125 ) 182 ,072 146,830 
Restricted stock plans, charge to operations ....... 20,653 20,653 
Stock option and purchase plans-excess 
Federal income tax benefits (Note I) . . . . . . . . . . . . . . 42,516 42 ,516 
Net income-1987 . .. .. .... .. ..... ... . ... .. . .. 1,137,435 1,137,435 

June 27, 1987 ..... . .. . . . .................. . .. $130,008 $2,352,939 $4,410,242 $(599,718) $6,293 ,471 

Purchase of 3,000,000 shares of treasury 
stock (Note ]) ............ . . . ... . ... . .......... (363,499) (363,499) 
Shares issued under stock opt ion and 
purchase plans (Note I) .. . .. . .... . ...........• . . (252,825) 456,142 203,317 
Restricted stock plans, charge to operations .. .. ... 32,008 32,008 
Stock option and purchase plans-excess 
Federal income tax benefits (Note I) .... . . . . . . . . . . 39,444 39,444 

et income-1988 . ... . ..... . .. . . . . . . . . . . .. ... 1,305,633 1,305,633 

July 2, 1988 ...... . .. . ...... .. .. . . .... .. ... .. $130,008 $2,424,391 $5,463,050 $(507,075) $7,510,374 

The accompanying notes are an integral part of these financial statements. 



Notes to Consolidated Fin ancial Statements 

Note A-Significant Accounting Policies 

Principles of Consolidation □ T he consolidated financi al 
statements of the Company include the financial statements 
of the parent and its domestic and foreign subsidiaries . 
All significant intercompany accounts and profits have 
been eliminated. 

Translation of Foreign Currencies D For foreign o pera ­
tions, the U.S. dollar continues to be the functional cur ­
rency. Monetary assets and liabilities of foreign subsidiaries 
are translated into U.S. doll ars at current exchange rates. 
Nonmo netary assets such as invento ri es and property, 
plant and equipment are translated at historical rates. 
Income and expense items are translated at average rates 
of exchange prevailing during the year, excep t that inven­
tories charged to cost of sales and depreciation are trans­
lated at historical rates. Exchange ga ins and losses arising 
from translation are included in current incom e. 

The Company enters into fo rward exchange contracts to 
reduce the impact of fo reign currency flu ctu atio ns o n 
opera tions and the asset and liability positions of fo reign 
subsid iaries . The gains o r losses on these contracts are 
included in income when the opera ting revenues and 
expenses are recognized and , fo r assets and li abilit ies, in 
the period in wh ich the exchange rates change. 

Revenue Recognition □ Revenues from product sales are 
recog nized at the time the product is shipped. Service and 
other revenues are recognized rata bly over the contractual 
period or as th e se rvices are performed . 

Note B-Net Income Per Share and Dividends 

Net income per share is based on the weighted average 
number of common shares and common share equ iva­
lents ou tstanding during the year. In the yea rs ended 
July 2, 1988 and June 27, 1987, com mon share equiva­
lents were attributable to stock op tions. In the yea r 

Warranty Costs □ Warranty costs are expensed as 
incurred. The warranty costs result in the same charge to 
expense as would be in curred if such warranty costs were 
accrued at the time of revenue recogn ition . 

Taxes □ In general, the Company's practice is to reinvest 
the earnings of its fore ign subsidiaries in those opera tions 
and repa tri ation of retained ea rnings is done only when it 
is advantageous to do so. Appl icable taxes are provided 
only on amounts planned to be remitted . Investment tax 
cred its were treated as reductions of income taxes in the 
yea r in which credits arose. 

Inventories D Inventories are stated at the lower of cost 
(first- in , first-out ) o r market. 

Property, Plant and Equipment D Depreciation expense 
is computed principally on the fo llowing basis: 

Class ificat io n Deprecia tion Lives and Methods 

Bu ildings . . . . . . . . . . 33 yea rs (straight -line) 

Leasehold Li fe of assets or term of lease, 
Improvements . . . . wh ichever is shorte r (s traight-line ) 

Machinery and 
Equipment . . . . 3 to 10 years (accelerated methods) 

ended June 28, 1986, common sha re equivalents were 
attributable to convertible debt and stock options. 

Cash dividends have never been paid by the Company. 



Note C-lnternational Operations 

(in thousands) Year Ended 

July 2, 1988 J une27, 1987 June 28, 1986 

Revenues 
United States customers . .. . ........... . ........ . ..... . $ 5,810,598 $ 5,0 16,606 $ 4,472 ,195 
lntercompany ........... . ... . ..... . . ... . ......... . .. . 2,017 ,928 1,92 1,043 1,354,339 

7,828,526 6,937 ,649 5,826,53 4 

Europe customers . .... . . .. . . .. . . .. .. ... ....... .. . ... . 4,221,631 3,252 ,482 2,259 ,743 
lntercompany . . . ..................... .. ............ . . 137,669 114,582 82,649 

4,359,300 3,367,064 2,342,392 

Canada, Far East, Americas customers . .... .. ...... . . ... . . 1,443,217 1,120,356 858,41 9 
lntercompany ......... . .. . .... .. .... . ... .. ... . ... . .. . 912,786 659,204 577 ,93 4 

2,356,003 1,779,560 1,436,353 

Eliminations . . .... .. ... . ............................ . (3 ,068,383 ) (2 ,694,829) (2,0 14,922) 

Net revenue ......... . . . .. . .. . .. . ............. . . ... . . $11,475,446 $ 9,389,444 $ 7,590,357 

Income 
United States . ... . ............. . ..... . .. . ..... . . .. . . . $ 512,754 $ 758,795 $ 342,657 
Europe . .. . . ...... . ................ . .......... . ... . . 770,135 634,543 405,636 
Canada, Far East, Amer icas ....... . . .. . .. . . . .. .. . . . .... . 390,787 278,359 207, 187 
Eliminations .............. .... . . . ... . ..... . . .. .... .. . (38,676) (59 ,690) (126,77 1) 

Operating income .... .... ... . .. . .. .... . ............ . . 1,635,000 1,612,007 828,709 
Inte rest income ...... .. ...... . ... .. .. .. .. .. . .. . ...... . 143,665 122,149 116,899 
Interest expense ........... ... ........ . ... . . .. . . ... .. . 37,820 45,203 88,079 

Income before income taxes .... . ..... . . ... .. ... . .. .. . . . $ 1,740,845 $ 1,688,953 $ 857,529 

Assets 
United States .. .. ..... . ...... . .. .. .... .. ... . .. .. ... . . $ 5,245 ,439 $ 4,627 ,838 $ 3,9 11 ,491 
Europe ................... . ....... ... .. .. . . .. . . .. .. . 3,093,818 2,246,333 1,817,584 
Canada, Far East , Americas .. .. . .... . ......... . ...... . . . 1,293,906 843,067 815,067 
Corporate assets (temporary cash investments) . .......... . ... . .. . 2,057,528 1,979,470 2,035 ,557 
Eliminations ... .. ..... . . .. .. ... . .. .... .. ..... . ... ... . (1,579,135) (1,289,322 ) (1,406,373 ) 

Total assets ..... .. .. . .. . .... .... .. .. .. .. . . ... . ...... . $10,111,556 $ 8,407,386 $ 7,173,326 



Industry □ The Company's business cons ists of the 
design, manufacture, sale and service of netwo rked com­
puter systems, associated peripheral equipment , and 
related network , communications, and software products. 

International Operations D Sales and marketing opera­
tions outside the United States are conducted principally 
through sales subsidiaries in Canada , Europe, Central and 
South America and the Far East; by direct sales from the 
parent corporation and through various representative and 
distributorship arrangements. The Company's international 
manufacturing operations include plants in Canada, the 
Far East and Western Europe. The products of these man­
ufacturing plants are sold to the Company's sales subsid­
iaries, the parent corporation or other manufacturing 
plants for further processing. 

lntercompany transfers between geographic areas are 
accounted for at prices which are designed to be 
representative of unaffiliated party transactions. 

Sales to unaffiliated customers outside the United 
States, including U.S. export sales, were $5,729,879,000 for 
the year ended July 2, 1988, 4,412,527 ,000 for the year 
ended June 27 , 1987, and $3, 179,143 ,000 for the yea r 
ended June 28, 1986, which represented 50%, 47 %, and 
42 % , respectively, of total operating revenues . The 
retained earnings of substantially all of the Company's 
international subsidiaries have been reinvested to support 
operations. These accumulated retained earnings, before 
elimination of intercompany transactions , aggregated 
$2,793,239,000 at July 2, 1988, and $2,070,337 ,000 at June 
27, 1987, and $1,473,081,000 at} une 28, 1986. 



Note D- Pension Plans and Other Retirement Benefits 

T he Company and its subsidiaries have defined benefit 
pension plans covering substantially all employees. Pension 
cost is based on estimated benefit payment formulas . The 
benefits are based on yea rs of serv ice and compensation 
during the employee's career. Pension expense amounted to 
$138,308,000 for the yea r ended J uly 2, 1988, $110,365 ,000 
fo r the yea r ended June 27 , 1987 and $111,778,000 fo r the 
yea r ended June 28, 1986. In fiscal 1987, the Company and 
its p rincipal subsidiaries implemented Sta tement of Finan­
cial Accounting Standards No . 87- E mployers' Account ­
ing fo r Pensions. 

It is the Company's policy to make contributions to the 
plans to the extent th at such contributions are tax deduct­
ible. Contributions are intended to provide not only fo r 
benefit s attributed to service to date but also fo r those 
expected to be ea rned in th e futu re. The assets of the plans 
include corpora te equity and debt securities, government 
securiti es and real estate. 

T he following cable p rov ides in fo rmation on the status of 
the U.S. pension plan and certain non-U.S. plans which, in 
aggregate, represent approx imately 91 % of the total pen­
sion ex pense of the Company and its subsidi aries fo r the 
years ended July 2 , 1988 and June 27, 1987. For the U.S. 
pension plan, the measurement da tes were March 31, 1988 
and March 31, 1987, the ass umed discount ra tes in comput­
ing the projected benefit obligation were 9.0% and 8.5%, 
the assumed rates of compensa tion increase were 7.0% 
and 6 .5% , and the ass umed annual ra te of return on pl~n 
assets was 9 .5 % and 9 .5 % fo r the years ended July 2 , 1988 
and June 27, 1987, respectively. For the non-U.S. pension 
plans, the measurement dates ra nged from March 31, 1988 
to July 2, 1988 and March 31, 1987 to J une 27, 1987, the 
assumed discoun t rates in computing the p rojected benefit 
obligation ranged fro m 5 % to 11.5 % and 5% to 9%, the 
ass umed rates of compensa tion increase ra nged from 5 .3 % 
to 10.5 % and 5 .8% to 7.5 % , and the ass umed annual ra tes 
of return on plan assets ranged from 5 % to 10% and 5.5 % 
to 10% for the yea rs ended July 2, 1988 and June 27, 1987, 
respect ively. 

In addition to providing pension benefit s, the Company 
provides certain medical, dental and li fe insura nce benefit s 
for re tired employees. Substanti ally all of the Company's 
domestic employees may become eligible fo r those benefi ts 
if they reach no rmal retirement age while working fo r the 
Company. T he cost o f retiree health ca re and life insura nce 
benefit s is recognized as an ex pense as claims are paid . 
These costs totaled $1,025 ,000 for the yea r ended July 2, 
1988, $864 ,000 for the year ended June 27, 1987 and 
$423 ,000 fo r the year ended June 28, 1986. T he majority of 
the Company's fo reign subsidiaries do not offer such bene­
fit s to retirees . Of those that do, the amounts are immateri al. 

The funded sta tus as of the year-end measurement dare 
was as follows: 

(in thousands) 

Actuari al present value 
of benefit obliga tions: 
Vested benefit 
obliga tion .............. . 

Accumulated benefit 
obliga tion . .. ... ... .. .. . . 

P rojected benefit 
obliga tion .............. . 
Plan assets at fa ir va lue .. . . 

Plan assets in excess of 
projected benefit 
obliga tion . .. .. ..... . . . . . 
Contributions made 
after measurement date 
but before end of 
fi scal year ... .. ......... . 
Unrecognized net (ga in) 
loss .. ...... .. ... . 
Unrecognized prior 
service cost. ............ . 
Unrecognized transition 
asset, net .. .. .. ......... . 

Pension cos t recognized 
on the balance sheet ..... . 

1988 1987 

$ (382,457) $ (310,590) 

$ (448,903 ) $ (368,572 ) 

$(1,375,916) $(1 ,054,853 ) 
1,592,023 1,354 ,197 

216,107 299,3 44 

2,874 11 ,283 

35 ,628 (98,373 ) 

27 ,719 

(158,678) (160,820) 

$ 123,650 $ 5 1,434 

Net periodic pension cost fo r fiscal 1988 and fiscal 1987 
included the following components: 

1988 1987 

Service cos t-benefits 
ea rned during the 
pe riod ......... . . . .. .. .. $ 160,225 $ 126 ,977 
Interest cost on p rojected 
benefit obligat ion .. .. . .. . 90,283 67 ,695 
Ac tu al re turn on plan 
assets ... . . ... . . . .... .. . 590 (187 ,541 ) 
Net amortization and 
deferral ................. (124,714) 93,272 

Net periodi c pension 
cost ...... . .. . .. .. . ... . . $ 126,384 $ 100,403 

Total net periodic 
pens ion cost for all 
pension plans ...... . . . .. . $ 138,308 $ 110,365 



Note E -lncome Taxes 

Income before income taxes for domestic and foreign operations was as follows: 

(in thousands) Year Ended 

July 2, 1988 June 27 , 1987 June 28, 1986 

Domestic ........... . . .. . .. . . . . . .. .. . .. . . . .. ... .... . . . $ 773 ,679 $ 832 ,638 $382,708 
Foreign ... .. . . ... ..... .. . . .. . . . ... .. . . . . . . .. . ... . . . . . 967,166 856,3 15 -P4,821 

Total . ........ .. .... . ... . . . ....... .... . ... .. .... . .. . . $1,740,845 $ 1,688,953 $857,529 

The total provisions for income taxes were at rates less than the U.S. Federal statutory tax rate fo r the fo llowing reasons: 

U.S. Federal statutory tax rate ... . .. ... . .. . . .... . . .. .... . . 
Tax benefit of manufacturing operations in: (a) 

Puerto Rico ...... . . .. . ..... . . .. . .. . .. . ..... . . . . . ... . 
Ireland ... . .... . .. . .. . ..... . . ..... . .. .... .. . . ... .. . . 
Singapore . . . .. .. .. .. . . .. . . . . ... . . . .. . ...... ... .. . . . 
Taiwan . . . . .. ... .. . .. .. .... . . ........ . . . .. . . .. ..... . 

Research and engineering credit ... .. . .. . .... . .... ... . ... . 
State in come taxes . ....... ...... ... . .. ... ..... . . . . . .. . . 
Investment tax credits . .. . ..... . . ... . . . .. . .. ..... . .. . . . . 
Other . .. .. .. .. ... ... .. . . . . . . . . . .. .. . .... . .... ... .. .. . 

Effective tax rate . .. .. . . . . . . . .. . . .. .. . ... . . .... ....... . 

(a) T he Company's manufacturing subsidiary operating 
in Puerto Rico is subject to tax at a rate of approximately 
9% o n its manufacturing earnings through fiscal 1995. The 
income from products manufactured fo r export by the 
Company's Irish manufacturing subsidiary is exempt from 
Irish taxes through Ap ril 1990. T he income from certain 
products manufactured by the Company's Singaporean 

1988 1987 1986 

34.0% 46.0% 46.0% 

(2 .6) (3 .4) (3.9) 
(2.4) (4.1) (7 .4 ) 
(0. 7) ( 1.5 ) ( 1.-l) 
(0.4) (0.5 ) (0.4 ) 
( 1.6 ) (1. 1) (0 .9) 
1.9 1.5 1.1 

. 1 .1 (2.8) 
(3.3) (4.3) (2.3 ) 

25 .0% 32 .7% 28.0% 

manufacturing subs idiary is wholly exempt from Singa­
porean taxes through March 1991 and partially exempt 
through December 1996. The income from certain prod ­
ucts manufactured by the Company's manufacturing 
subsidiary operating in Taiwan is wholly exempt from 
Taiwanese taxes through May 1991. 

)) 



The components of the provisions for U.S. Federal and fo reign income taxes were as follows: 

(in thousands) 

U.S. Federal: 
Current ................... . ..... . ... . .... . . .. ...... . 
Deferred .... . . ............... ... . .. . ..... . . . ... .. .. . 

To cal . . .... .. . ... .... . . . .......... .... . .... . . .. . . .. . 

Foreign: 
Current .............. .. . . .. .... .... .............. .. . 
Deferred ..... . ............ . ... . .. . . . ... . ..... ...... . 

Total . .... . ... .. .. . .... . .... . ......... .. ... .. .. . ... . 

State income taxes ............... .. ....... . . .. . ... .. . . 

Tota l income taxes ....... .... . . ... ...... .. . . . .. . .. .. . . 

Deferred tax expense resulcs from timing differences 
in the recognition of revenues and expenses for tax 
and financial reporting purposes. T he sources of these 

(in thousands) 

Inventory related transactions .. ........... . . . .. ..... .. . . 
Installment sales, principally 
intercompany, and fina ncing leases ... . .. .. .. ... . . . . .... . . 
Deferred warranty revenue . . .. .. .. . ... .. .... .. . . .... . . . 
Depreciation .. ........ .. ...... . ..... .. ............ . . . 
Capitalized software development costs ............ .. . . .. . 
Ocher. ........................... .. . ............... . 

Total . . .. .. .. .... .. .. .. ........... .. . .. . ......... .. . 

In connection with it s normal examinations of the Compa­
ny 's 1982 and 1983 tax returns , the Internal Revenue Ser­
vice has proposed ad justments. The Company believes its 
judgments in these matters have been appropriate and 
intends to contest certain of the ad justments proposed by 
the IRS. In addit ion, the Company believes any ad justments 
which might resulc would not have a material effect on the 
financia l statements. 

During December 1987, the Financial Accounting 
Standards Board issued a new accounting standard for 
income taxes, SFAS No . 96, which will require the Com­
pany to wr ite off a port ion of deferred in come tax assets . 

Year Ended 

July 2, 1988 June27 , 1987 June 28, 1986 

$175,079 $264,966 $ 93,028 
(80,118) 32, 118 15 ,310 

$ 94,961 $297,084 $108,338 

$259,246 $200,416 $123 ,727 
31,483 5,346 (10,147) 

$290,729 $205,762 $113,580 

$ 49,522 $ 48 ,672 $ 18,191 

$435,212 $551 ,5 18 $240,109 

timing differences in the years ended July 2, 1988, 
June 27, 1987 and June 28, 1986, and the tax effect of 
each were as follows: 

Year Ended 

July 2, 1988 June 27 , 1987 June 28, 1986 

$ 23,417 $ 6,943 $ 5,686 

(79,317) 38,054 6,572 
(99,510) (14,303 ) 
12,648 4,957 4,075 
33,575 11 ,265 
60,552 (9,452 ) (11 ,170) 

$(48,635) $3 7,464 $ 5 ,163 

The Company must adopt SFAS No. 96 no later than the 
fiscal yea r end ing June 30, 1990. At the time of adoption 
the Company plans to restate prior years' results with most 
of the adjustment being charged to retained earnings. 
Management does not expect that the adoption of SFAS 
No . 96 will have a material impact on the Company's con­
solidated financial position and resulcs of operations. 
There will be no cash f1ow impact from these adjustments. 

See Note A of Notes to Consolidated Financial Statements 
for further explanation of the Company's income tax 
accounting policies . 



Note F -Cash and Temporary Cash Investments 

Temporary cash investments are valued at cost , wh ich 
approximates market. None of the cash reflected on the 

Note G-Capitalized Computer Software Development Costs 

Unamortized computer sofrware development costs which 
are included in Other assets, net on the balance sheet were 
$65,638,000 and $33,684,000 for the yea rs ended July 2, 
1988 and June 27, 1987, respectively. These costs are 

Note H-Debt 

Long-term debt, exclusive of current maturities, consisted 
of the following: 

(/11 thousands) July 2, 1988 June 27 , 1987 

Lease obligations 
payable 1990-2002 
(7.5 % -10.95 %)(a) . . . ... . . 
Coll ateralized obligat ions 
maturing serially to 1993 
(5.4%)(6) .... .... ...... . 
Notes due 1994 
(12 5/s% )( c) ... . ... .. .... . 
Overseas Finance otes 
due 1989 (11¼%)(d) . . ... . 
Other. ............ ..... . 

$ 11 ,890 

3,295 

100,000 

8,739 

$123 ,924 

$ 5,992 

4,0 15 

100,000 

150,000 
9,285 

$269,292 

Principal payments required during the next five 
fiscal yea rs are as follows: 1989- 152,720,000; 1990-
$3,00 1,000; 1991- $2,595,000; 1992- $2,888,000; 
1993-$2,946,000. 

balance sheets at July 2, 1988 and June 27 , 1987 was 
required as compensating balances. 

amortized over three years from the date the products 
are availab le for general release. Costs amortized were 
$11,63 4,000 and $1,431,000 for the years ended July 2, 
1988 and June 27, 1987, respectively. 

(a) Weighted average interest rate at July 2, 1988 and 
June 27, 1987 of 9.5 % and 7.9%, respectively. 

(b ) Interest rate shown is the weighted average rate at 
July 2, 1988 and June 27, 1987. 

(c) Notes were issued by the Company in April 1984. The 
notes are redeemable on or after April 15 , 1991, as a whole 
or in part, at a redemption price equal to the principal 
amount plus accrued interest . The indenture for the notes 
also contains certain restrictions on future borrowings and 
sales and leasebacks. 

(d ) Notes were issued in March 1984 by Digital Equip­
ment Overseas Finance N.V. The notes are unconditiona ll y 
guaranteed by Digital Equipment Corporation. The notes 
mature in March 1989 and have been reclassified to cur­
rent portion of long-term debt. 

The Company has lines of credit available for short-term 
financing totaling $582,5 18,000. Unused lines of credit 
totaled $580,568,000 at July 2, 1988 and $451,075,000 at 
June 27, 1987. 



Note I-Stock Plans 

Restricted Stock Options □ Under its Restricted Stock 
Option Plans, the Company has granted certain officers 
and key employees options, which are exerc isable upon 
grant , to purchase common stock at a price determined by 
the Board of Directors. Shares purchased under the plans 
are generally subject to repurchase options and restrictions 
on sales which lapse over an extended time period not 
exceeding 10 years. 

On November 8, 1985, the Company's stockholders 
approved the 1985 Restricted Stock Option Plan (the 
" 1985 Plan") providing for the issuance of 18,000,000 
shares of common stock under the Plan through December 
31, 1990. 

Information concerning activity during the three years 
ended July 2, 1988 was as follows: 

June 29, 1985 
Options Granted 
Options Exercised 
Options Cancelled 
Options Terminated 
Options Authorized 

June 28, 1986 
Options Granted 
Options Exercised 
Options Cancelled 
Options Terminated 

June 27, 1987 
Options Granted 
Options Exercised 
Options Cancelled 
Options Terminated 

July 2, 1988 

Shares 
Reserved 

For Fu ture 
Grants 

2,950,460 
(580,900) 

243,186 
(2,675 ,046) 
18,000,000 

17,937,700 
(2,805 ,620) 

231 ,682 
(198,132 ) 

15 ,165 ,630 
(3,244,400) 

182,896 
(118,075) 

11,986,051 

Options Outstanding 

Average 
Price 

Per 
Shares 

12,214,852 
580,900 

(1,086,786) 
(243,186) 

11 ,465 ,780 
2,805,620 

(1,036,517) 
(231,682) 

13,003 ,201 
3,244,400 

(1,302,482) 
(182,896) 

14,762,223 

Share 

$29 .16 
38.54 
22.57 
30.14 

$30.2 4 
56.00 
25.30 
34 .20 

$3 6.12 
152.95 
28.67 
52.68 

$62.25 

At the time these options are exercised, the common stock 
account is increased by the par value ($1 per share) of 
the shares sold and the remaining portion of the proceeds 
is credited to additional paid-in capital. The excess of 
the fair market value of the shares on the grant date over 
the option price is charged to operations each yea r as the 
restrictions lapse. Such charges to operations amounted 
to $32,008,000 in the fisca l year ended July 2, 1988, 
$20,653,000 in the fiscal yea r ended June 27, 1987 and 
$21,155 ,000 in the fiscal year ended June 28, 1986. The 
amount deductible for Federal income taxes exceeds the 
amount charged to income for book purposes . The Federal 
income tax benefits relating to this difference have been 
credited to additional paid-in capital. 

Employee Stock Purchase Plans □ Under the Company's 
Employee Stock Purchase Plans, all United States and cer­
tain international employees may be granted the opportu-

. nity to purchase common stock at 85% of market va lue on 
the first or last business day of the six month payment 
period , whichever is lower. Common stock reserved for 
future grants aggregated 2,099,727 shares at July 2, 1988 
and 3,937,958 shares at June 27 , 1987. There were 
1,838,231 shares issued at an average price of $93 .25 per 
share during the year ended July 2, 1988 and 1,420,697 
shares at $83 .16 per share during the year ended June 27 , 
1987. There have been no charges to income in connection 
with the options other than incidental expenses related to 
the issuance of the shares. Federal income tax benefits 
relating to such options have been credited to additional 
paid-in capital. 



Note J - Treasury Stock 

The Company purchased on the open market 3,000,000 
shares of its common stock at an aggregate purchase price 
of $363,499,000, or $12 1.17 per share, during the yea r 
ended July 2, 1988 and 5,000,000 shares at an aggregate 
purchase price of $781,790,000, or $156.36 per share, 
during the year ended June 27, 1987. All of the acquired 

Note K-Leases 

Minimum annual rentals under noncancelable leases 
(wh ich are p rincipally fo r leased real estate, vehicles and 
equipment) for the fiscal years listed are as fo llows: 

Fiscal Years 

1989 ........ .. ..... . . . ... . . ........ . 
1990 ... ...... .. ... ............... . . . 
1991 ........ . . ... ..... . ............ . 
1992 ...... ... .... . . . ............. . . . 
1993 ................. . .. . .. . · · · · · · · · 
Later years ...... .. .... . .. .. . .... .. .. . 

Total minimum lease payments ..... . .. . . 

(in thousands) 

$ 275,681 
222 ,634 
178,345 
129,521 
96,252 

381,054 

$1,283,487 

shares are held as common stock in treasury for distribu ­
tion to employees under the Employee Stock Purchase 
Plans and Restricted Stock Option Plans. The difference 
between the average acquisition cost of the shares and the 
proceeds is charged to retained earnings. 

Total rental expense for the fiscal years ended July 2, 
1988,June 27, 1987 and June 28, 1986 amounted to 
406,376,000, $335,518,000 and $257,695,000, respectively. 



Supplem entary Financial Inform ation 

Quarterly Financial Data (unaudi ted) 

Selected quarterly financial data for the years ended July 2, 1988 and June 27, 1987 is set forth below: 

Income 
Tota l Before Net 

Operat ing Gross Income 1et Income 
(in millions except per share data) Revenues Profit Taxes Income Per Sha re' 

1988 
First Quarter. .................... . ..... . ... ... . ... .. . $ 2,529.8 $1,333 .9 $ 369.8 $ 269.9 $2.03 
Second Quarter ......... . .... . ... . ..... .. ...... .. . . . . 2,782.2 1,459.1 429.5 329.5 2.48 
Third Quarter .. . ....... . ... . . .. .. .. . . . . . .... .. .. . . . . . 2,824.0 1,462.5 406.9 305.1 2.33 
Fourth Quarter .... . ..... . . . .... . .................... . 3,339.4 1,751.6 534.6 401.1 3.08 

Total Year .... . . . .. . .. .. . .... .. . . . . . . . .. . .. . . . . .. ... . $ 11 ,475.4 $6,007.1 $ 1,740.8 $ 1,305 .6 $9.90 

1987 
First Quarter. ..... . ..... .. .... . ... . ... . .... . ..... .. . . $ 2,038.5 $1,011 .9 $ 294.6 $ 182.6 $1.37 
Second Quarter ............ .. . .................. . ... . 2,27 1.8 1,176.5 423.8 270.0 2.02 
Third Quarter . .. ... . .. . ... . ...... . .... ... .... . . .. .. . . 2,410.1 1,260.6 460.2 307.6 2.29 
Fourth Quarter .... . .. . . . . . .. .. ... . .. ... . .. . . . . ..... . . 2,669 .0 1,426.6 510.4 377.2 2.85 

Total Year . . ..................................... . .. . $ 9,389.4 $4,875 .6 $1,689 .0 $1,137.4 $8 .53 

'Earnings per share are computed independently for each of the quarters presented. There/ore, the sum of the quarterly earnings per share in 1988 does not 
equal the total /or the year. 
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Vice Presiden t, Consultant and Information Systems 
Marketing 
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Vice President, High Performance Systems 
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Vice President, Corporate Field Service 

William C. Hanson 
Vice President, Manufacturing Operations 

William J. Heffner 
Vice President, Systems Software 
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Vice President, Service Industry Marketing 

Donato A. Infante , Jr. 
Vice President, Manufacturing/Engineering 
Information and Technology 

Ilene B.Jacobs 
Vice President and Treasurer 

William R.Johnson,Jr. 
Vice President, Distributed Systems Engineering/ 
Marketing 

John C. MacKeen 
Vice President, Channels Marketing 

Edward B. McDonough 
Vice President, GIA Operations 

Kevin C. Melia 
Vice President, Corporate Distribution 
and Materials 

Albert E. Mullin ,Jr. 
Vice President, Corporate Relations 

James M. Osterhoff 
Vice President, Finance 
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Vice President, Semiconductor Operations 
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Vice President , General International Area 
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Information Management 
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Vice President, Managing Director, 
United Kingdom Region 
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Vice President, U.S. Sales 
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Vice President, Strategic Resources 

Peter J. Smith 
Vice President , Product Marketing 
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Officers ( continued ) 

David L. Stone 
Vice President, International Engineering and 
Strategic Resources 

William D. Strecker 
Vice President, P roduct Strategy and Architecture 

Harvey L. Weiss 
Vi ce Pres ident, G overnm ent Systems Group 

Directors 

Vernon R. Alden 
Director and Trustee of several organiza tions 
Former Chairman, The Boston Company, Inc. 

Philip Caldwell 
Senior Managing Director of Shearson Lehm an 
Hutton, In c., and Directo r of several corporations 

Arnaud de Vitry 
Chairman of the Board and Chief Executive Officer, 
E ureka SICAV (French Investment Company) 

Robert R. Everett 
Retired President of The MITRE Corporation 

Corporate Consulting Engineers 

Fernando Colon-Osorio 
Corpora te Consultant , High Perfo rmance Systems 

Roger H einen,Jr. 
Corporate Consultant , Software Systems 

Richard I. Hustvedt 
Corporate Consultant , O perating Systems 

Alan Kotok 
Corporate Consultant , Storage Systems 

Butler W. Lampson 
Corporate Consultant , Corporate Research and 
Architecture 

Anthony G . Lauck 
Corporate Consultant , Netwo rks and Communica tions 

William G . Witmore 
Vice President, Bas ic Industry Marketing 

Richard H . Yen 
Vice President, GIA Manufacturing and Engineering 

Donald P. Zereski 
Vice Pres ident, U. S. Field Service 

William H . McLean 
E ngineering consultant and Directo r of several 
corporations 

Kenneth H . Olsen 
Pres ident , Digital Equipment Corporation 

Dorothy E . Rowe 
Retired Senior Vice President and Treasurer of 
American Research and D evelopment Corporation 
(Venture Capital Inves tment Company) 

Jesse Lip con 
Corporate Consultant, Micro Systems 

Mahendra R. Patel 
Co rporate Consultant , Technical Director, 
Distributed Systems 

Mike Riggle 
Senio r Co rporate Consultant, Sto rage Systems 

Robert E . Stewart 
Corporate Consultant , Advanced VAX Engineering 

William D. Strecker 
Senior Corporate Consultant , Computer Architecture 

Robert M . Supnik 
Corporate Consultant, VLSI D evelopment 



Headquarters 

Corporate Headquarters 
Digital Equipment Corporation 
146 Main Street 
Maynard, Massachusetts 01754-257 1 
Telephone: (508) 493-5111 
Telex: 4430127 Digital ACT 

European Headquarters 
Digital Equipment Corporation 
International (Europe) 
12 Avenue des Morgines 
Case Postale 176 
CH-1213 Petit-Laney 1, Geneva 
Switzerland 
Telephone: (41)-(22 )-87 4111 
Telex: 845-422493 DEC CH 

Investor Information 

The Company's common stock is li sted and traded 
on the: 

ew York Srock Exchange 
Pacific Srock Exchange 
(Ticker Symbol " DEC") 

In Europe: Swiss Stock Exchanges of Zurich, Geneva 
and Basel; and the German Srock Exchanges of 
Frankfurt, Munich and Berl in . 

Unlisted trading privileges have been granted by the: 

Boston Srock Exchange 
Cinci nnati Stock Exchange 
Midwest Stock Exchange 
Philadelphia Stock Exchange 
In Europe : Luxembourg Srock Exchange 

The Company ma in ta ins an Investor Rela tions office to 
assist stockholders. Investors' inquiries are welcome, by 
telephone or letter. 

Correspondence may be directed to : 

Albert E . Mullin,] r. 
Vice President, Corporate Relations 
Digital Equipment Corporation 
111 Powdermill Road ( 9) 
Maynard , MA 01754- 1418 

General Interna tional Area Headquarters 
D igital Equipment Co rporat ion 
100 agog Park 
Acton , Massachusetts 01720-3499 
Telepho ne: (508) 264-7111 
Telex: 4430127 Digital ACT 

Canadian Headquarters 
D igital Equipment of Canada, Ltd. 
100 Herzberg Road 
Kanata , Ontario, Canada K2K 2A6 
Telephone: (613 ) 592-5 11 1 
Telex: 53-4955 D igital KA 

Requests for specific information are handled as follows : 

D igital Equipment Corporation 's Annual Report 
on Form 10-K for the fiscal year ended July 2, 1988, 
includ ing schedules the reto , which is filed with the 
Securities and Exchange Commission, will be sent 
without charge upon written request. The Company' 
annual report , fi li ngs with the Securities and E xchange 
Comm ission, inter im reports and additional information 
about the Company and its products can be obtained by 
addressing: 

Digital Equipment Corporation 
Inqui ry Section 
444 W hi tney Street R202-1/ H3 
Northboro, MA 01532-2597 
(508) 351-4401 

Financial community information and requests to 
be placed on the Company's mailing list should be 
directed to: 

Mark A. Stei nkrauss 
Director Investor Relations 
Digital Equipment Corporation 
Investor Relations- ML 
111 Powdermill Road (KlO) 
Maynard, MA 01754-1418 
(508) 493-7182 



Investor Information ( continued) 

Inquiries of an administrative nature relating to stock­
holder accounting records, stock transfer, change of 
address, and employee purchases shou ld be directed to: 

Digital Equipment Corporation 
Investor Services 
111 Powdermill Road (Ll2) 
Maynard , MA 01754-1418 
(508) 493-5213 

Transfer Agent and Registrar 
for Common Stock 

Morgan Shareholder Services Trust Company is the 
principal stock transfer agent and registrar, and main­
ta ins the stockholder accounting records. The agent will 
respond to questions on change of ownersh ip , lost stock 
certificates, consolidation of accounts and change of 
address . 

A change of address should be reported promptly by 
sending a signed and dated note or postcard to Morgan 
Shareholder Services Trust Company. Stockholders 
should sta te the name in which the stock is registered , 
account number, as well as the old and new addresses. 

Morgan Shareholder Services Trust Company 
30 West Broadway 
New York, NY 10007 

Customer Inquiries 

Digital Equipment Corporat ion customers who have 
questions and/ or problems relating to their account 
should contact the Customer Assistance Department at 
(508 ) 493 -7161. 

Trustees and Registrars 
For 125/g °/o Notes due 1994 
The Chase Manhattan Bank, N.A. 
l New York Plaza 
New York, NY 10081 

Paying Agents and Registrars 
For 11 3/..,% Guaranteed Notes due 1989 
Morgan Guaranty Trust Company of New York 
30 West Broadway 
New York, NY 10015 

Auditors 
Coopers & Lybrand 
One Post Office Square 
Boston, MA 02109 
(617 ) 574-5000 

Legal Counsel 
Testa , Hurwitz & Thibeault 
5 3 State Street 
Exchange Place 
Boston , MA 02109-2809 
(617) 367-7500 
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