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Management Review

GENERAL
Tektronix, Inc. (Tektronix or the Company) operates in
three major business divisions: Measurement, Color
Printing and Imaging, and Video and Networking, as well
as in five major geographies: the United States; Europe; 
the Americas, including Mexico, Canada, and South
America; the Pacific, excluding Japan; and Japan. The
Measurement division derives revenue principally through
the development and marketing of seven key product
groups: oscilloscopes, signal sources, probing solutions,
digital systems development products, handheld commu-
nication test instruments, and video and audio test instru-
ments. The Color Printing and Imaging division derives
revenue principally through the development and market-
ing of color printers and supplies. The Company’s color
printer technologies include solid ink and color laser. The
Video and Networking division derives revenue principal-
ly through the development and marketing of digital stor-
age products, production switchers, digital picture manip-
ulators, routing switchers, linear editing systems, on-air
master control solutions, and video transmission products.
All three divisions also derive revenue through providing
support services for products sold worldwide.

In June 1999, the Company’s Board of Directors unan-
imously approved a plan that is intended to result in the
formation of two separate publicly traded companies.
One company will be comprised of the current
Measurement division, and the other will be comprised of
the current Color Printing and Imaging division.
Management believes that this plan will enable each busi-
ness to pursue its optimal long-term strategy without the
limitations necessarily imposed by a larger, more diverse
company. The new measurement company will retain the
Tektronix name and be headquartered in Beaverton,
Oregon. The new color printing and imaging company,
which has not yet been named, will be headquartered in
Wilsonville, Oregon. Tektronix is considering an initial
public offering (IPO) for approximately 15% of the new
color printing and imaging company prior to the end of
fiscal year 2000. Subject to the successful completion of
an IPO and receipt of a favorable tax ruling from the
Internal Revenue Service, the remaining shares will be
distributed, on a tax-free basis, to Tektronix shareholders
at some time after the offering. Although the Company
expects that the separation of the businesses will have no
significant impact on employment levels, execution of
this plan may result in future non-recurring charges. Such
amounts cannot be estimated at this time. 

Management also announced in June 1999 that the
Company intends to sell or secure a strategic alliance 
for its Video and Networking division, excluding the
VideoTele.com product family. The VideoTele.com product
family merged into the Measurement division effective
May 30, 1999. Prior to the sale or strategic alliance of Video
and Networking, the division plans to consolidate many
functions in order to allow for improved profitability at
lower revenue levels. During the first quarter of fiscal year

2000, Video and Networking plans to take the following
actions: consolidate all manufacturing and customer sup-
port activities at the Grass Valley site; move administrative
functions, including sales operations, information systems,
finance, and human resources, to Grass Valley; form two
focused marketing teams tied to the Profile and Grass
Valley product lines; and combine the U.S. sales operation
into one function.

RESULTS OF OPERATIONS

Overview
Tektronix recognized a net loss for 1999 of $51.2 million,
or $1.07 per diluted share, while 1998 net earnings were
$82.3 million, or $1.60 per diluted share, and 1997 net
earnings were $114.8 million, or $2.29 per diluted share.
The fiscal year 1999 net loss reflects pre-tax non-recur-
ring charges of $120.5 million, including net restructur-
ing charges of $110.6 million and net other non-recurring
charges of $9.9 million for related actions. Fiscal year
1998 net earnings include pre-tax non-recurring charges
of $79.0 million related to the $60.0 million restructuring
of the Video and Networking division, $17.0 million of
acquired in-process research and development (IPR&D)
and $2.0 million of severance costs associated with the
acquisition of Siemens’ Communications Test Equipment
GmbH (CTE). Excluding the non-recurring charges, 1999
net earnings would have been $30.8 million or $0.64 per
diluted share, while 1998 net earnings would have been
$135.2 million or $2.63 per diluted share.

Results of operations, excluding non-recurring charges
and as reported, for the fiscal year ended May 29, 1999
were as follows:

Excluding Non-
In thousands,  Non-Recurring Recurring Results  as
except  per share amounts Charges Charges Reported

Net sales $1,866,610 $ (5,120) $1,861,490
Cost of sales 1,125,485 25,767 1,151,252

■■■■■■ ■■■■

Gross profit (loss) 741,125 (30,887) 710,238
Research and 

development expenses 200,636 4,019 204,655
Selling, general and 

administrative expenses 479,911 803 480,714
Equity in business 

ventures’ loss 9,230 – 9,230
Non-recurring charges – 84,780 84,780

■■■■■■ ■■■■

Operating income (loss) 51,348 (120,489) (69,141)
Interest expense 15,712 – 15,712
Other income – net 9,616 – 9,616

■■■■■■ ■■■■

Earnings (loss) before taxes 45,252 (120,489) (75,237)
Income tax expense (benefit) 14,481 (38,557) (24,076)

■■■■■■ ■■■■

Net earnings (loss) $ 30,771 $ (81,932) $ (51,161)
■■■■■■ ■■■■

Basic earnings 
(loss) per share $ 0.65 $ (1.72) $ (1.07)

Diluted earnings 
(loss) per share 0.64 (1.71) (1.07)

Average shares 
outstanding – basic 47,700 47,700 47,700

Average shares 
outstanding – diluted 48,032 48,032 47,700
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Non-Recurring Charges
In the second quarter of fiscal year 1999, the Company
announced and began to implement a series of actions
intended to align worldwide operations with current
market conditions and to improve the profitability of its
operations. The Company expects that, when fully imple-
mented, these actions will reduce ongoing annual costs
by approximately $70.0 million. The actions include a
net reduction of approximately 15% of the Company’s
worldwide workforce, the exit from certain facilities and 
the streamlining of product and service offerings.
Management expects that the majority of the actions will
be completed by the end of the second quarter of fiscal
year 2000 and expects to require $52.6 million in cash to
be used in connection with actions not yet completed,
primarily for severance and lease cancellations.

Major actions can be summarized by each of the three
business divisions. Measurement’s service business is
being consolidated from several depots in the United
States and Europe into two depots in each of these geogra-
phies. This consolidation will result in headcount reduc-
tion and the write-down and disposal of redundant inven-
tory. These actions are in process and will be completed in
the first quarter of fiscal year 2000. Measurement closed
the Bend, Oregon, manufacturing facility during the third
quarter of 1999 and consolidated that process into its
Beaverton, Oregon, facilities. This action resulted in head-
count reduction and lease settlements. Measurement
reduced headcount throughout the division, primarily in
manufacturing, and will continue to reduce headcount
through the first quarter of fiscal year 2000. During the
year, Color Printing and Imaging discontinued three prod-
uct lines – wide format, dye sublimation and B-size solid
ink. This action resulted and will continue to result in
write-offs of disposed inventory through the first quarter of
fiscal year 2000. Color Printing and Imaging also reduced
headcount throughout the division, primarily in manufac-
turing, during the third and fourth quarters of 1999. During
1999, Video and Networking discontinued development,
manufacturing, and sales of non-linear digital editing
products sold under the Lightworks name. This decision
resulted in headcount reduction, write-offs of disposed
inventory, incremental sales returns and bad debts, and
costs to fulfill commitments to deliver software enhance-
ments on previously sold product. Additional write-offs of
disposed inventory will be completed by the end of 
the first quarter of fiscal year 2000. Outside of the divi-
sions, selective involuntary terminations have occurred
and will occur throughout corporate functions and in the
Company’s foreign subsidiaries through the second quarter
of fiscal year 2000.

The Company recorded pre-tax non-recurring charges
of $125.7 million to account for these actions, including
restructuring charges of $115.8 million and other non-
recurring charges of $9.9 million for related actions. The
non-recurring charges include a $5.1 million charge to
sales for expected returns of discontinued products and
$27.1 million in charges to cost of sales for the write-off of
excess inventory resulting from discontinued product
lines and consolidation of service centers worldwide.
Combined, these two charges resulted in a decrease in
gross profit of $32.2 million. Also included in the non-
recurring charges are $4.0 million in research and devel-
opment expense to complete customer committed soft-

ware upgrades in discontinued product lines, $0.8 million
in charges to bad debt expense for doubtful accounts with
balances related to discontinued products, $56.9 million
in severance expense related to employee separation,
$14.8 million in charges to facilities for lease cancellation
fees and $17.0 million in charges to long-term assets 
associated with discontinued product lines. The $9.9 mil-
lion of other non-recurring charges for actions related to
the restructuring consist of the charge to sales, the charge
to research and development, and the charges to bad debt
expense, while the remaining charges comprise the $115.8
million in restructuring charges. 

In the second quarter of fiscal year 1998, the Company
announced and began to implement a restructuring plan
designed to return the Video and Networking division to
profitable growth and recorded a pre-tax reserve of $60.0
million to account for these actions. The plan provided
for headcount reduction and the discontinuation of 
certain products within the Lightworks and Grass Valley
product lines, as well as the discontinuation of the
Network Displays business. During 1999, it was deter-
mined that $4.1 million of this reserve would not be
needed, and as such, the amount was reversed to 
the locations of the original charges in the Consolidated
Statements of Operations. The original plan anticipated
closing the Network Displays business and provided
reserves for employee severance and inventory disposals.
During the third quarter of 1999, the Network Displays
business was sold, resulting in less severance and inven-
tory disposals than originally planned. The $4.1 million
includes $4.3 million and $1.3 million in excess reserves
for severance and inventory write-offs, respectively, that
were reversed, net of additional reserves recorded of 
$0.7 million for lease cancellation fees and $0.8 million
for miscellaneous payables. As of May 29, 1999, the
implementation of this plan was substantially complete.

Also in the second quarter of fiscal year 1998, the
Company expensed $17.0 million for the acquisition of
IPR&D and $2.0 million in severance costs associated
with the acquisition of CTE. During the third quarter of
1999, it was determined that $1.1 million of this $2.0 mil-
lion severance reserve for CTE would not be needed, as
originally anticipated, because certain employees who
were to be terminated left the Company voluntarily, with-
out receiving severance benefits. Accordingly, such
amount was reversed to non-recurring charges.

Net Sales  and Orders
Net sales for 1999 were $1.862 billion, an 11% decrease
from sales of $2.086 billion in 1998. Sales were down 
in all geographies except Europe, which posted modest
increases over 1998. The United States and Japan experi-
enced the largest declines, down 12% or $131.6 million
and 37% or $50.4 million, respectively. The decline in
sales to the United States can be attributed mainly to
lower Measurement and Video and Networking sales.
Sales to Japan decreased across all business divisions,
primarily due to the effects of the Asian economic crisis.
Net sales for 1998 were 8% higher than sales of $1.940
billion for 1997. Sales for 1998 were up over 1997 in all
geographies, with the United States and Europe experi-
encing the largest increases, up 5% or $50.4 million and
9% or $43.5 million, respectively. 



The following table summarizes the Company’s net
sales for the last three years by its three business divisions:

In thousands 1999 1998 1997

Measurement $844,882 $962,858 $852,827
Color Printing and Imaging 725,354 728,697 638,456
Video and Networking 291,254 394,247 448,799

Measurement sales for 1999 were $844.9 million, down
12% or $118.0 million from sales for 1998. The decline
was realized across all geographies, except Europe, which
posted modest increases over 1998. The largest decline
was realized in sales to the United States, down 17% or
$81.8 million, with an additional decline in Japan, down
34% or $31.0 million. With respect to products, most of
the sales decline was in wireless communication test
equipment and general-purpose equipment such as oscil-
loscopes and logic analyzers. These declines reflect the
effects of the Asian economic crisis, including its effects
on other regions of the world, and softness in the semi-
conductor industry throughout the first half of the year.
Measurement sales for 1998 were 13% higher than for
1997, driven by sales of logic analyzers and telecommuni-
cations test products, including those from CTE.

Although Measurement sales were down each quarter
of 1999 from sales for corresponding quarters of 1998, the
business finished the year with a strong fourth quarter.
Sales of $230.6 million for the fourth quarter of 1999
were 12% to 14% higher than sales realized in each of
the first three quarters of the year, with significant growth
in the Pacific as this region shows signs of recovery. This
level of sequential growth did not occur at the end of
1998. Fourth quarter sales for 1998 were $247.3 million,
up 0% to 9% over sales for each of the first three quarters
of the year. 

Color Printing and Imaging sales were $725.4 million
for 1999, down slightly from sales of $728.7 million for
1998. Sales to Europe increased 8% or $17.8 million, year
over year, while sales to all other regions declined. First
and second quarter sales were flat or declined from sales
for respective quarters in 1998, due mainly to cautionary
capital spending and significantly lower average selling
prices. Sales for the third and fourth quarters of 1999,
however, were up 8% and 5%, respectively, over sales for
corresponding periods in 1998. This late-year growth was
caused by an increase in unit sales of 59% and 50% for
the third and fourth quarters, respectively, over unit sales
for corresponding periods in 1998. This unit growth was
generated by positive market response to printer products
introduced during the second quarter of 1999. Sales did
not increase proportionate to unit growth due to a signifi-
cant decrease in the average selling price of its printers.
Sales for 1998 increased 14% over 1997, due to positive
market response to  three new printers introduced during
the year and increased sales of printing supplies. 

Video and Networking sales were $291.3 million in
1999, down 26% or $103.0 million from sales for 1998.
The decline in sales was realized across all geographies
and nearly all product lines as a result of the Company’s
divestiture of the Network Displays business, discount-
ing actions taken in response to intense competition and
market softness in the broadcast industry. Divestiture of
the Network Displays business accounted for approxi-
mately 44% or $44.8 million of the sales decline. 

Although Video and Networking sales were down
each quarter of 1999 from those for corresponding quar-
ters of 1998, this division also finished the year with a
strong fourth quarter showing sequential growth of a
magnitude greater than in 1998. Sales of $96.0 million for
the fourth quarter of 1999 were 37% to 68% higher than
those realized in each of the first three quarters of the
year, compared to fourth quarter sales of $106.9 million
in 1998, up 9% to 14% over sales for each of the first
three quarters of the respective year. In 1998, sales
decreased 12% from sales for 1997 to $394.2 million due
to a reduction in product offerings as well as general
weakness in the broadcast market. 

Orders for 1999 were $1.760 billion, a decrease of 8%
from orders of $1.912 billion for 1998. The United States
and Japan experienced the largest declines, down 9% 
or $89.9 million and 35% or $40.7 million, respectively.
Measurement experienced the largest declines in orders
from these regions. Overall orders in 1997 were 
$1.829 billion.

Measurement orders for 1999 were $786.6 million,
down 9% or $74.3 million from orders of $860.9 million
for 1998. The decline was realized across all geographies
except Europe, which posted an order increase of 9% or
$17.0 million for the year. The most significant order
declines were realized in the United States and Japan.
Measurement experienced year over year order declines
of 12% or $50.7 million and 33% or $26.6 million,
respectively, from these regions. Orders for 1997 were
$795.2 million.

Color Printing and Imaging orders for 1999 were
$708.8 million, up 3% from orders of $687.3 million for
1998. Orders from Japan declined 30% or $5.5 million,
while orders from all other regions increased. Orders for
1997 were $607.5 million.

Video and Networking orders for 1999 were down
27% or $99.0 million to $264.9 million from $363.9 mil-
lion in 1998. The decline in orders was realized across all
geographies and nearly all product lines as a result of the
Company’s divestiture of the Network Displays business,
discounting actions taken in response to intense compe-
tition and market softness in the broadcast industry.
Orders in 1997 were $426.4 million.

Operating Costs  and Expenses
The Company’s gross profit decreased 18% or $155.1 mil-
lion from 1998 to $710.2 million as a result of declining
sales and lower margins. As a percentage of net sales,
gross profit decreased from 41.5% to 38.2%. Excluding
non-recurring charges, gross profit decreased 18% or
$162.7 million, and gross profit as a percentage of sales
decreased from 43.3% to 39.7%. Measurement gross mar-
gin remained consistent with the prior year, while Color
Printing and Imaging and Video and Networking margins
declined. Color Printing and Imaging gross margin
decreased mainly due to significantly lower sales prices
on printer products and higher costs of components pur-
chased from Japanese vendors. Video and Networking
gross margin decreased due to discounting actions taken
in response to intense competition, as well as the impact
of certain fixed costs of sales on lower sales volume. As a
percentage of net sales, gross profit decreased in 1998
from 42.9% in 1997, due mainly to non-recurring charges. 
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Operating expenses were $779.4 million, up 4% or
$29.4 million from $750.0 million in 1998, due mainly to
an increase in non-recurring charges and loss on invest-
ments accounted for under the equity method, partly off-
set by a decrease in selling, general and administrative
expenses. Non-recurring charges were $44.3 million
greater than those incurred in 1998, while loss on invest-
ments accounted for under the equity method increased
$11.7 million. Selling, general and administrative
expenses were $480.7 million, a decrease of 6% or $28.0
million from 1998 as a result of restructuring and other
cost-cutting actions taken by the Company. Selling, gen-
eral and administrative expenses were $481.1 million in
1997. Despite lower sales in 1999, the Company contin-
ued to invest in engineering activities. Research and
development expenses were $204.7 million, or 11.0% of
net sales, in 1999 and $203.3 million and $188.2 million
in 1998 and 1997, respectively, or 9.7% of net sales 
in both years. Management expects that, when fully
implemented, restructuring actions will reduce ongoing
annual operating costs by approximately $70.0 million.

Interest expense increased 56% to $15.7 million due
to an increase in short-term debt balances in 1999.
Interest expense was $10.1 million in 1998, 17% less
than $12.1 million in 1997.

Other income was $9.6 million in 1999, compared
with $17.6 million in 1998 and $15.9 million in 1997.
The current year decline primarily reflected $20.5 mil-
lion less in gains realized on the sale of equity securities
in other companies, offset in part by $14.6 million more
in gains on the sale of fixed assets. The Company contin-
ues to hold insignificant equity positions that it intends
to liquidate over time.

Income taxes decreased significantly from expense of
$40.5 million in 1998 to benefit of $24.1 million in 1999
as a result of the current year loss before taxes. The
Company’s effective tax rate for 1999 was 32%, compared
to 33% in 1998 and 32% in 1997.

FINANCIAL CONDITION

Liquidity and Capital  Resources
Cash flows from operating activities and borrowing
capacity are expected to be sufficient to fund operations
and capital expenditures through May 2001. The
Company expects that cash payments required to carry
out the remaining restructuring activities will be approx-
imately $52.6 million. If the Company is successful in
selling the Video and Networking division, any proceeds
may be used to pay down outstanding debt or for other
corporate purposes. At May 29, 1999, the Company main-
tained bank credit facilities totaling $310.0 million, of
which $187.7 million was unused. Unused facilities
include $151.2 million in lines of credit and $36.5 mil-
lion under a revolving credit agreement from United
States and foreign banks. Additional details, including
maturity dates of agreements, are included under “Short-
term and Long-term Debt” in the Notes to Consolidated
Financial Statements. 

Balance Sheet
The Company realized a decrease in working capital of
44% or $176.3 million from the end of 1998. Current
assets decreased $41.4 million during the year, with cash

and cash equivalents decreasing $80.8 million, accounts
receivable decreasing $33.1 million, inventory increasing
$46.6 million, and other current assets increasing $25.8
million. The decrease in cash and cash equivalents, com-
bined with the increase in short-term debt of $110.3 mil-
lion, total approximately $191.1 million of net cash con-
sumed year to date. Cash requirements included the
repurchase of approximately 3.6 million common shares
for $85.5 million, capital expenditures of $107.5 million,
dividends of $22.9 million, severance of $20.8 million,
and other operating, investing and financing require-
ments. Accounts receivable decreased since the end of
1998 due to a general decrease in sales during the period.
Average days sales outstanding for the year improved
from 51.1 days in 1998 to 47.3 days in 1999. Inventory
increased mainly as a result of significant purchases
made in order to take advantage of vendor discounts and
the ramp-up of components and finished goods related to
new printer products introduced during the year. Other
current assets increased primarily from an increase in net
current tax benefits due to timing differences on taxes
related to restructuring actions, payment of taxes on 1998
net earnings, and the tax benefit related to the net loss
realized for the fiscal year. 

Current liabilities increased $134.8 million during
1999, with an increase in short-term debt of $110.3 mil-
lion, an increase in accounts payable of $29.5 million,
and an increase in deferred revenue of $4.9 million, 
offset in part by a decrease in accrued compensation of
$9.8 million. Accounts payable increased as a result of
increased inventory levels, current liabilities associated
with non-recurring charges and the Company’s ability to
negotiate more favorable payment terms with a major
supplier. Deferred revenue increased due to an increase
in service agreements associated with sales. Accrued
compensation decreased due to lower headcount and
lower accruals for incentives, offset in part by the restruc-
turing reserve for severance. 

Other long-term assets decreased $36.9 million from
the sale of investments, a slight decline in the market val-
ues of remaining investments held for sale, and the recog-
nition of losses on investments accounted for under the
equity method. Shareholders' equity decreased by $163.4
million from the end of 1998, due to the net loss of $51.2
million, dividends of $22.9 million, a net decrease of
$80.3 million in common stock, a $9.3 million decrease
in unrealized holding gains and a $0.3 million increase
in the accumulated currency translation adjustment.
Common stock decreased due to the repurchase of com-
mon shares offset by shares issued to employees through
stock options and stock awards. The decrease in unreal-
ized holding gains resulted principally from the sale of
marketable equity securities.

FINANCIAL MARKET RISK MANAGEMENT 
The Company is exposed to financial market risks,
including interest rate, equity price, and foreign currency
exchange rate risks. Tektronix is exposed to interest rate
risk primarily through its use of short-term and long-term
borrowings to finance operations. A hypothetical 1%
fluctuation in interest rates would not have a material
adverse effect on the Company’s financial position,
results of operations or cash flows. The Company is
exposed to equity price risk primarily through its mar-
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ketable equity securities portfolio. A hypothetical 20%
decline in equity prices of such securities would not
have a material adverse effect on the Company’s financial
position, results of operations or cash flows. The
Company has not entered into any hedging programs to
mitigate interest rate or equity price risks.

The Company is exposed to foreign currency exchange
rate risk primarily through transactions and commit-
ments denominated in foreign currencies. The Color
Printing and Imaging division, in particular, is a party to
a high volume of Japanese Yen-denominated purchases.
The Company utilizes natural hedges as well as deriva-
tive financial instruments, primarily forward foreign cur-
rency exchange contracts, to mitigate this risk. The
Company’s policy is to only enter into derivative transac-
tions when the Company has an identifiable exposure to
risk, thus not creating additional foreign currency
exchange rate risk. A hypothetical 20% adverse change
in foreign currency exchange rates would not have a sig-
nificant effect on the Company’s financial position,
results of operations or cash flows. 

FUTURE ACCOUNTING CHANGES
In June 1998, the Financial Accounting Standards Board
issued Statement of Financial Accounting Standards
(SFAS) No. 133, “Accounting for Derivative Instruments
and Hedging Activities.” The new statement will require
recognition of all derivatives as either assets or liabilities
on the balance sheet at fair value. The new statement is
effective for fiscal year 2002, but early adoption is per-
mitted. Management has not yet completed an evaluation
of the effect this standard will have on the Company’s
consolidated financial statements. 

YEAR 2000 UPDATE
Tektronix, Inc.’s Year 2000 Program (Program) is pro-
ceeding as planned. The Program is addressing the issue
of computer programs and embedded computer chips
being unable to distinguish between the year 1900 and
the year 2000. To improve access to business information
through common, integrated computing systems across
the Company, Tektronix began a worldwide business sys-
tems replacement program with an enterprise system that
uses programs primarily from Oracle Corporation. This
new enterprise system makes substantially all of the
Company’s business computer systems year 2000 ready,
and is now fully installed. Other information technology
projects have not been delayed due to the implementa-
tion of the Year 2000 Program.

Program
Tektronix’ Program is divided into three major sections:
(1) infrastructure (information, logistics and other tech-
nology used in the Company’s business, including hard-
ware and software, which is sometimes referred to as IT);
(2) products (hardware and software products delivered
to customers); and (3) external suppliers and providers
(vendors, manufacturers and suppliers to the Company).
The general phases common to all sections are: (1) iden-
tification and prioritization of various systems through
an extensive inventory of all items used throughout the
Company including customer products and services and
material third-party manufacturers, suppliers and ven-

dors; (2) remediation of material systems through
replacement or updates; (3) testing, including the send-
ing, receiving and processing of various information
types to ensure ongoing functionality, integrity and accu-
racy; and (4) contingency planning to establish alternate
solutions for any material systems determined not to be
year 2000 compliant. Material items are those believed by
the Company to have a risk involving the safety of indi-
viduals or that may cause damage to property or the envi-
ronment, or affect the continuation of business activities
or materially affect revenues.

The identification and prioritization phase of the
Program is complete. Although the remediation and test-
ing phases of the Program will continue through the end
of the calendar year, these phases were substantially
complete as of May 29, 1999, with the exception that
external suppliers continue to be evaluated, as discussed
below. Evaluation of suppliers, as well as contingency
planning for all three sections, is in process and is sched-
uled for substantial completion by September 1999.

The Company’s products that are not year 2000 ready
have been identified, and as a part of the remediation
phase of the Program, the Company has determined to
what extent upgrades will be made available to make non-
compliant products ready. Product remediation is now
substantially complete. All newly introduced products
will be year 2000 ready. The Company maintains a website
for customers to review product readiness, including prod-
uct upgrades, customer-serviceable fixes, and non-compli-
ant products for which upgrades will not be available.

The Company is in the process of assessing whether
products or services provided by external suppliers will
be interrupted as a result of their failure to address the
year 2000 problem. To determine their preparedness, the
Company has joined the High Tech Consortium, LLC
(HTC). This is a consortium of approximately 15 other
high technology companies, organized for the purpose of
assessing the readiness of common or shared suppliers.
HTC has developed an assessment methodology for sup-
pliers. The supplier certification process includes written
representations from suppliers regarding their year 2000
readiness programs, as well as onsite reviews. Many of
Tektronix’ material suppliers will be included in the HTC
assessment process. Those that are not will be reviewed
individually by the Company to determine what assur-
ances can be obtained regarding their readiness.

Costs
Costs associated with modifications to become year 2000
ready, as well as the total cost of the Year 2000 Program
(but not including the costs of the Oracle enterprise sys-
tem), are estimated as follows:

In thousands

Costs incurred through May 29, 1999 $2,162
Estimated remaining costs 481

Total costs $2,643

The total costs associated with required modifications
to become year 2000 ready, as well as the total costs of the
Year 2000 Program, are not expected to be material to the
Company’s financial position or operating results. Such
costs are expensed as incurred in accordance with gener-
ally accepted accounting principles.
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Risks
The failure to correct a material year 2000 problem could
result in an interruption in, or a failure of, certain normal
business activities or operations. Such failures could
materially and adversely affect the Company’s results of
operations, liquidity and financial condition. Due to the
general uncertainty inherent in the year 2000 problem,
resulting in part from the uncertainty of the year 2000
readiness of third-party suppliers and customers, the
Company is unable to determine at this time whether the
consequences of year 2000 failures will have a material
impact on the Company’s results of operations, liquidity
or financial condition. The Year 2000 Program is expect-
ed to significantly reduce the Company’s level of uncer-
tainty about the year 2000 problem and, in particular,
about the year 2000 compliance and readiness of its
material third-party suppliers. The Company believes
that, with the implementation of new business systems
and the completion of the Program as scheduled, the pos-
sibility of significant interruptions of normal operations
should be reduced.

Tektronix believes that its most reasonably likely
worst-case year 2000 scenarios would relate to problems
with the systems of third parties rather than with the
Company’s internal systems or its products. The
Company believes the risks are greatest with transporta-
tion supply chains and critical suppliers of materials,
because the Company has less control over assessing and
remediating the year 2000 problems of third parties. A
worst-case scenario involving a transportation supply
chain or a critical supplier of materials would be the par-
tial or complete shutdown of transportation facilities or
the supplier, with the resulting inability to provide criti-
cal materials to the Company on a timely basis. The
Company does not maintain the capability to replace
most third-party materials with internal production.
Contingency planning will consider alternatives where
efforts to work with critical suppliers to ensure year 2000
capability have not been successful.

The Company is not in a position to identify or to
avoid all possible scenarios. The Company is currently
assessing scenarios and taking steps to mitigate the
impact of various scenarios if they were to occur. This
contingency planning will continue through 1999, as the
Company learns more about the preparations and vulner-
abilities of third parties regarding year 2000 issues. Due
to the large number of variables involved, the Company
cannot provide an estimate of the damage it might suffer
if any of these scenarios were to occur.

The above contains forward-looking statements includ-
ing, without limitation, statements relating to the
Company’s plans, strategies, objectives, expectations,
intentions and resources and are made pursuant to the
“safe harbor” provisions of the Private Securities Litigation
Reform Act of 1995. Readers are cautioned that forward-
looking statements contained in the “Year 2000 Update”
should be read in conjunction with the Company’s disclo-
sures under “Forward-looking Statements.”

FORWARD-LOOKING STATEMENTS
Statements and information included in the Chairman’s
letter and Management Review and elsewhere in this
report that relate to future results and events (including

new products) are based on the Company’s current
expectations. They constitute forward-looking statements
subject to a number of risk factors that could cause actu-
al results to differ materially from those currently expect-
ed or desired. 

As with many high technology companies, risk factors
that could cause the Company’s actual results or activi-
ties to differ materially from these forward-looking state-
ments include, but are not limited to: worldwide eco-
nomic and business conditions in the electronics indus-
try, including the continuing effects of the Asian eco-
nomic crisis on demand for the Company’s products;
competitive factors, including pricing pressures, techno-
logical developments and new products offered by com-
petitors; changes in product and sales mix, and the relat-
ed effects on gross margins; the Company’s ability to
deliver a timely flow of competitive new products, and
market acceptance of these products; the availability of
parts and supplies from third-party suppliers on a timely
basis and at reasonable prices; inventory risks due to
changes in market demand or the Company’s business
strategies; changes in effective tax rates; customer
demand; currency fluctuations; and the fact that a sub-
stantial portion of the Company’s sales are generated
from orders received during the quarter, making predic-
tion of quarterly revenues and earnings difficult.

Risk factors related to the plan to separate the
Measurement and Color Printing and Imaging businesses
include, but are not limited to: the ability of Tektronix to
successfully separate and operate the Measurement and
Color Printing and Imaging businesses and complete the
strategic restructuring plan; the potential disruption in
the Company’s business and to its employee base during
this process; risks that a proposed initial public offering
for the separated Color Printing and Imaging entity and
the subsequent distribution of stock to Tektronix share-
holders will not be feasible or will not be successfully
consummated; and risks that the Company will be unable
to sell or secure a strategic partner for its Video and
Networking division.

Tektronix has other risk factors in its business, includ-
ing but not limited to: the Company’s ability to success-
fully implement the strategic direction and restructuring
actions announced in fiscal 1999, including reducing its
expenditures; the effects of year 2000 compliance issues;
the timely introduction of new products scheduled dur-
ing the current year, which could be affected by engi-
neering or other development program slippage, the abil-
ity to ramp up production or to develop effective sales
channels; customers’ acceptance of and demand for new
products; changes in the regulatory environment affect-
ing the transition to high-definition television within the
time frame anticipated by the Company; the significant
operational and strategic uncertainties the Company
faces within the Video and Networking division; world-
wide economic and business conditions in the electron-
ics industry, including the continuing effects of the Asian
economic crisis and its secondary effects on demand for
the Company’s products; competitive factors, including
pricing pressures, technological developments and new
products of competitors; and other risk factors listed from
time-to-time in the Company’s Securities and Exchange
Commission reports and press releases.



The consolidated financial statements of Tektronix, Inc.
and subsidiaries have been prepared by management and
have been audited by Tektronix’ independent auditors,
Deloitte & Touche LLP, as stated in their independent audi-
tors’ report. Management is responsible for the consolidat-
ed financial statements, which have been prepared in con-
formity with generally accepted accounting principles and
include amounts based on management’s judgment.

Management is also responsible for maintaining inter-
nal control, including systems designed to provide rea-
sonable assurance that assets are safeguarded and that
transactions are executed and recorded in accordance
with established policies and procedures.

Tektronix’ controls and systems were developed 
by Tektronix management and have the full support 
and endorsement of the Board of Directors. Compliance 
is mandatory.

The Board of Directors is responsible for the
Company’s financial and accounting policies, practices
and reports. Its Audit Committee, composed entirely of
outside directors, meets regularly with the independent

auditors, representatives of management, and the inter-
nal auditors to review accounting, reporting, auditing
and internal control matters. Both the independent audi-
tors and the internal auditors have access to the Audit
Committee, with and without management representa-
tives in attendance.

Merril l  A.  McPeak
Chairman, Audit Committee

Carl  W. Neun
Senior Vice President and 
Chief Financial Officer 

Management’s  Letter

TO THE DIRECTORS AND SHAREHOLDERS 
OF TEKTRONIX, INC. :

We have audited the accompanying consolidated balance
sheets of Tektronix, Inc. and subsidiaries as of May 29,
1999 and May 30, 1998, and the related consolidated
statements of operations, shareholders’ equity, and cash
flows for the years ended May 29, 1999, May 30, 1998,
and May 31, 1997. These financial statements are the
responsibility of the Company’s management. Our
responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with general-
ly accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free
of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and dis-
closures in the financial statements. An audit also
includes assessing the accounting principles used and

significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion. 

In our opinion, such consolidated financial statements
present fairly, in all material respects, the financial posi-
tion of Tektronix, Inc. and subsidiaries at May 29, 1999
and May 30, 1998, and the results of their operations and
their cash flows for the years ended May 29, 1999, 
May 30, 1998, and May 31, 1997, in conformity with gen-
erally accepted accounting principles.

Portland, Oregon
June 23, 1999

Independent  Auditors ’  Report
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In thousands,  except  per share amounts
For the years ended May 29,1999 May 30,1998 May 31,1997

Net sales $1,861,490 $2,085,802 $1,940,082
Cost of sales 1,151,252 1,220,475 1,107,355

■■■■■■■■■■■■■■■■■ ■■■■■■■■■■■■■■■■■

Gross profit 710,238 865,327 832,727
Research and development expenses 204,655 203,312 188,192
Selling, general and administrative expenses 480,714 508,749 481,083
Equity in business ventures’ earnings (loss) (9,230) 2,513 1,556
Non-recurring charges 84,780 40,478 –

■■■■■■■■■■■■■■■■■ ■■■■■■■■■■■■■■■■■

Operating income (loss) (69,141) 115,301 165,008
Interest expense 15,712 10,076 12,111
Other income – net 9,616 17,589 15,905

■■■■■■■■■■■■■■■■■ ■■■■■■■■■■■■■■■■■

Earnings (loss) before taxes (75,237) 122,814 168,802
Income tax expense (benefit) (24,076) 40,529 54,017

■■■■■■■■■■■■■■■■■ ■■■■■■■■■■■■■■■■■

Net earnings (loss) $ (51,161) $ 82,285 $ 114,785
■■■■■■■■■■■■■■■■■ ■■■■■■■■■■■■■■■■■

Basic earnings (loss) per share $ (1.07) $ 1.63 $ 2.32
Diluted earnings (loss) per share (1.07) 1.60 2.29
Dividends per share 0.48 0.46 0.40
Average shares outstanding – basic 47,700 50,438 49,513
Average shares outstanding – diluted 47,700 51,320 50,236

Consolidated Statements  of  Operations

The accompanying notes  are an integral  part  of  these consolidated f inancial  s tatements .
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In thousands May 29,1999 May 30,1998

ASSETS

Current assets:
Cash and cash equivalents $ 39,747 $ 120,541
Accounts receivable – net 313,274 346,342
Inventories 273,370 226,770
Other current assets 93,267 67,432

■■■■■■■■■■■■■■■■■

Total current assets 719,658 761,085
Property, plant and equipment – net 442,257 425,153
Deferred tax assets 56,405 25,102
Other long-term assets 141,045 177,893

■■■■■■■■■■■■■■■■■

Total assets $1,359,365 $1,389,233
■■■■■■■■■■■■■■■■■

LIABILITIES AND SHAREHOLDERS’ EQUITY

Current liabilities:
Short-term debt $ 115,687 $ 5,442
Accounts payable 251,349 221,834
Accrued compensation 110,001 119,842
Deferred revenue 20,009 15,102

■■■■■■■■■■■■■■■■■

Total current liabilities 497,046 362,220
Long-term debt 150,722 150,681
Other long-term liabilities 90,035 91,391
Commitments and contingencies – –
Shareholders’ equity:

Preferred stock, no par value 
(authorized 1,000 shares; none issued) – –

Common stock, no par value 
(authorized 200,000 shares; issued and outstanding
46,909 in 1999, and 50,345 in 1998) 143,263 223,527

Retained earnings 458,613 532,679
Accumulated other comprehensive income 19,686 28,735

■■■■■■■■■■■■■■■■■

Total shareholders’ equity 621,562 784,941
■■■■■■■■■■■■■■■■■

Total liabilities and shareholders’ equity $1,359,365 $1,389,233
■■■■■■■■■■■■■■■■■

Consolidated Balance Sheets

The accompanying notes  are an integral  part  of  these consolidated f inancial  s tatements .
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In thousands
For the years ended May 29,1999 May 30,1998 May 31,1997

CASH FLOWS FROM OPERATING ACTIVITIES

Net earnings (loss) $ (51,161) $ 82,285 $ 114,785
Adjustments to reconcile net earnings (loss) to cash

provided (used) by operating activities:
Depreciation and amortization expense 74,792 67,425 59,591
Inventory write-down related to restructuring 25,767 38,482 –
Non-recurring charges 94,722 40,478 –
Deferred taxes (24,196) (6,336) 14,425
Loss (gain) on sale of fixed assets (12,121) 2,441 5,031
Gain on sale of investments (7,737) (28,244) (27,678)
Equity in business ventures’ (earnings) loss 9,230 (2,513) (1,556)
Changes in operating assets and liabilities:

Accounts receivable 32,265 (28,810) 66,403
Inventories (78,113) (18,312) 26,754
Other current assets (26,705) (5,119) 22,213
Accounts payable 4,906 31,829 (179)
Accrued compensation (61,144) 3,363 (28,580)
Other – net 11,139 (9,340) 10,247

■■■■■■■■■■■■■■■■■■■■ ■■■■■■■■■■■■■■■■■■■■

Net cash provided (used) by operating activities (8,356) 167,629 261,456
■■■■■■■■■■■■■■■■■■■■ ■■■■■■■■■■■■■■■■■■■■

CASH FLOWS FROM INVESTING ACTIVITIES

Acquisition of property, plant and equipment (107,525) (155,066) (112,005)
Acquisition of businesses (4,300) (46,600) –
Proceeds from sale of fixed assets 24,187 3,601 9,073
Proceeds from sale of investments 8,929 36,114 33,848

■■■■■■■■■■■■■■■■■■■■ ■■■■■■■■■■■■■■■■■■■■

Net cash used by investing activities (78,709) (161,951) (69,084)
■■■■■■■■■■■■■■■■■■■■ ■■■■■■■■■■■■■■■■■■■■

CASH FLOWS FROM FINANCING ACTIVITIES

Net change in short-term debt 110,069 (713) (38,451)
Issuance of long-term debt – 125 358
Repayment of long-term debt (629) (1,023) (50,609)
Issuance of common stock 5,260 35,358 26,018
Repurchase of common stock (85,524) (38,422) (3,797)
Dividends (22,905) (23,188) (19,809)

■■■■■■■■■■■■■■■■■■■■ ■■■■■■■■■■■■■■■■■■■■

Net cash provided (used) by financing activities 6,271 (27,863) (86,290)
■■■■■■■■■■■■■■■■■■■■ ■■■■■■■■■■■■■■■■■■■■

Increase (decrease) in cash and cash equivalents (80,794) (22,185) 106,082
Cash and cash equivalents at beginning of year 120,541 142,726 36,644

■■■■■■■■■■■■■■■■■■■■ ■■■■■■■■■■■■■■■■■■■■

Cash and cash equivalents at end of year $ 39,747 $ 120,541 $ 142,726
■■■■■■■■■■■■■■■■■■■■ ■■■■■■■■■■■■■■■■■■■■

SUPPLEMENTAL DISCLOSURES OF CASH FLOWS

Income taxes paid $ 10,100 $ 19,981 $ 13,663
Interest paid 16,662 12,571 14,633

Consolidated Statements  of  Cash Flows

The accompanying notes  are an integral  part  of  these consolidated f inancial  s tatements .
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Accumulated
Other

In thousands Common Stock Retained Comprehensive
Except  per share amounts Shares Amount Earnings Income Total

BALANCE MAY 25,  1996 49,031 $204,370 $378,606 $ 92,346 $675,322
Components of comprehensive income:

Net earnings – – 114,785 – 114,785
Currency adjustment – – – (17,622) (17,622)
Unrealized holding gains – net – – – (3,614) (3,614)

Total comprehensive income 93,549

Shares issued to employees 1,173 26,018 – – 26,018
Shares repurchased (100) (3,797) – – (3,797)
Dividends – $0.40 per share – – (19,809) – (19,809)

■■■■■■■■■■■■■■ ■■■■■■■■■■■■■■ ■■■■■■■■■■■■■■■ ■■■■■■■■■■■■■

BALANCE MAY 31,  1997 50,104 226,591 473,582 71,110 771,283
■■■■■■■■■■■■■■ ■■■■■■■■■■■■■■ ■■■■■■■■■■■■■■■ ■■■■■■■■■■■■■

Components of comprehensive income:
Net earnings – – 82,285 – 82,285
Currency adjustment – – – (13,634) (13,634)
Unrealized holding gains – net – – – (28,741) (28,741)

Total comprehensive income 39,910

Shares issued to employees 1,151 35,358 – – 35,358
Shares repurchased (910) (38,422) – – (38,422)
Dividends – $0.46 per share – – (23,188) – (23,188)

■■■■■■■■■■■■■■ ■■■■■■■■■■■■■■ ■■■■■■■■■■■■■■■ ■■■■■■■■■■■■■

BALANCE MAY 30,  1998 50,345 223,527 532,679 28,735 784,941
■■■■■■■■■■■■■■ ■■■■■■■■■■■■■■ ■■■■■■■■■■■■■■■ ■■■■■■■■■■■■■

Components of comprehensive income (loss):
Net loss – – (51,161) – (51,161)
Currency adjustment – – – 281 281
Unrealized holding losses – net – – – (9,330) (9,330)

Total comprehensive loss (60,210)

Shares issued to employees 127 5,260 – – 5,260
Shares repurchased (3,563) (85,524) – – (85,524)
Dividends – $0.48 per share – – (22,905) – (22,905)

■■■■■■■■■■■■■■ ■■■■■■■■■■■■■■ ■■■■■■■■■■■■■■■ ■■■■■■■■■■■■■

BALANCE MAY 29,  1999 46,909 $143,263 $458,613 $ 19,686 $621,562
■■■■■■■■■■■■■■ ■■■■■■■■■■■■■■ ■■■■■■■■■■■■■■■ ■■■■■■■■■■■■■■■■■■■■■■■■■■■ ■■■■■■■■■■■■■■ ■■■■■■■■■■■■■■■ ■■■■■■■■■■■■■

Consolidated Statements of Shareholders’  Equity

The accompanying notes  are an integral  part  of  these consolidated f inancial  s tatements .
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ACCOUNTING POLICIES

The Company
Tektronix, Inc. (Tektronix or the Company) is a global
high technology company based on a portfolio of
Measurement, Color Printing and Imaging, and Video 
and Networking business divisions. Headquartered in
Wilsonville, Oregon, Tektronix employs more than 7,500
people and maintains operations in 26 countries outside
the United States. Tektronix was founded in 1946. 

Financial  Statement Presentation
The consolidated financial statements include the
accounts of Tektronix and its majority-owned sub-
sidiaries. Investments in joint ventures and minority-
owned companies where the Company exercises signifi-
cant influence are accounted for on the equity basis.
Significant intercompany transactions and balances have
been eliminated. Certain prior year amounts have been
reclassified to conform to the current year’s presentation
with no effect on previously reported earnings. The
Company’s fiscal year is the 52 or 53 weeks ending the
last Saturday in May. Fiscal years 1999 and 1998 were 52
weeks; fiscal year 1997 was 53 weeks.

Use of  Est imates
The presentation of financial statements in conformity
with generally accepted accounting principles requires
management to make estimates and assumptions. These
estimates and assumptions affect the reported amounts of
assets and liabilities and disclosure of contingent assets
and liabilities at the date of the consolidated financial
statements and the reported amounts of revenues and
expenses during the reporting period. Actual results may
differ from those estimated.

Earnings Per Share
Basic earnings per share was calculated based on the
weighted average number of common shares outstanding
during each period. For the year in which the Company
reported a net loss, diluted earnings per share was calcu-
lated based on the same shares as basic earnings per share.
For the years in which the Company reported net earn-
ings, diluted earnings per share was calculated based on
these same shares plus the potential shares issuable upon
assumed exercise of outstanding stock options based on
the treasury stock method. All share, per share and option
amounts have been restated to give effect to the three-for-
two stock split effective October 31, 1997.

Foreign Currency Translation
For most non-U.S. subsidiaries, the local currency is the
functional currency, and, therefore, assets and liabilities are
translated into U.S. dollars at current exchange rates, and
net earnings are translated at average exchange rates for the
year. Gains and losses resulting from the translation of net
assets are included in accumulated other comprehensive
income. Gains and losses from foreign currency transac-
tions are included in the determination of net earnings.

Derivatives
Gains and losses on foreign exchange contracts that are
identified as and are effective as hedges of existing assets
and liabilities are recognized in the determination of net
earnings for the period in which the exchange rate
changes. Gains and losses related to hedges of firm com-
mitments are deferred and included in the basis of the
hedged transaction when it is completed. The deferred
gains or losses attributable to foreign exchange contracts
are not material.

Cash and Cash Equivalents
Cash and cash equivalents include cash deposits in banks
and highly liquid investments with maturities of three
months or less from the time of purchase.

Accounts  Receivable
Accounts receivable have been reduced by an allowance
for doubtful accounts, which was $5.1 million in 1999
and $4.8 million in 1998. The charges to this reserve have
not been material.

In September 1996, the Company entered into a five-
year revolving receivables purchase agreement with
Citibank NA to sell, without recourse, an undivided
interest of up to $50.0 million in a defined pool of trade
accounts receivable. Receivables of $40.0 million were
sold under this agreement as of May 29, 1999 and are
therefore not reflected in the accounts receivable balance
in the accompanying Consolidated Balance Sheet.

In February 1999, the Company entered into a one-
year receivables purchase agreement with NationsBanc
Commercial Corporation to sell, without recourse, an
undivided interest in a defined pool of trade accounts
receivable. Receivables of $15.0 million were sold under
this agreement as of May 29, 1999 and are therefore not
reflected in the accounts receivable balance in the accom-
panying Consolidated Balance Sheet.

At May 30, 1998, $50.0 million of receivables were sold
under the agreement with Citibank NA described above.
The $5.0 million increase from 1998 in receivables sold 
is shown as cash provided by operating activities in the
Consolidated Statement of Cash Flows for the year ended
May 29, 1999. 

Inventories
Inventories are stated at the lower of cost or market. Cost
is determined based on a currently adjusted standard
basis, which approximates actual cost on a first-in, first-
out basis. The Company periodically reviews its invento-
ry for obsolete or slow-moving items. Inventories at fiscal
year ends were as follows:

In thousands 1999 1998

Materials and work in process $118,624 $ 88,712
Finished goods 154,746 138,058

■■■■■

Inventories $273,370 $226,770
■■■■■

Notes to  Consolidated Financial  Statements



Software Development Costs
Development costs incurred in the research and develop-
ment of new software products and enhancements to
existing software products are expensed as incurred until
technological feasibility has been established. After tech-
nological feasibility has been established, any additional
development costs are capitalized in accordance with
Statement of Financial Accounting Standards (SFAS) 
No. 86, “Accounting for the Costs of Computer Software
to be Sold, Leased or Otherwise Marketed.” Such capital-
ized costs are amortized over the lesser of five years or
the economic life of the related product. The Company
performs a quarterly review of the recoverability of capi-
talized software costs. Any costs determined to be non-
recoverable are written off.

Software development costs capitalized and amortized
during the year ended May 29, 1999 were as follows:

In thousands

Balance – net May 30, 1998 $3,949
Software development costs capitalized 5,322
Amortization of capitalized costs (855)
Adjustments due to non-recoverability

(included in non-recurring charges) (708)
Balance – net May 29, 1999 $7,708

Property,  Plant  and Equipment
Property, plant and equipment are stated at cost.
Depreciation is based on the estimated useful lives of the
assets, ranging from ten to forty years for buildings and
three to seven years for machinery and equipment, and 
is generally provided using the straight-line method.
Property, plant and equipment at fiscal year ends were 
as follows:

In thousands 1999 1998

Land $ 5,764 $ 5,932
Buildings 255,314 217,036
Machinery and equipment 591,210 594,677

■■■
852,288 817,645

Accumulated depreciation 
and amortization (410,031) (392,492)

■■■
Property, plant and 

equipment – net $ 442,257 $ 425,153
■■■

Investments
Investments in marketable equity securities are classified
as available-for-sale and reported at fair market value in
the Consolidated Balance Sheets as other long-term assets.
The unrealized holding gains and losses are excluded
from earnings and included, net of deferred income taxes,
in accumulated other comprehensive income.

Intangible  Assets
Intangible assets, primarily goodwill, patents and trade-
marks, are included as other long-term assets and are
stated at cost. Amortization is provided on a straight-line
basis over periods generally not exceeding fifteen years.
Long-lived assets and intangibles are reviewed for
impairment when events or circumstances indicate costs
may not be recoverable. Impairment exists when the 
carrying value of the intangible asset is greater than the
net undiscounted future cash flows expected to be pro-
vided by the asset. If impairment exists, the asset’s book
value will be written down to its fair value. Fair value is 

determined through quoted market values or through the
calculation of the net present value of discounted future
cash flows expected to be provided by the asset.

Revenue Recognit ion
Revenue from product sales is generally recognized at 
the time the product is shipped. Upon shipment, the
Company also provides for the estimated cost that may be
incurred for product warranties and post-sales support.
Service revenue is deferred and recognized over the con-
tract period or as services are rendered. 

Income Taxes
Deferred income taxes, reflecting the impact of temporary
differences between assets and liabilities recognized for
financial reporting and tax purposes, are based on tax laws
currently enacted. Deferred tax assets are reduced by a val-
uation allowance when it is more likely than not that some
portion of the deferred tax assets will not be realized.

Advertising
Advertising costs are charged to operations when the
advertising first takes place. The Company does not incur
any direct-response advertising costs. Advertising
expenses were $54.1 million, $56.8 million and $49.2
million in 1999, 1998 and 1997, respectively.

Environmental  Costs
The Company accrues environmental costs when it is
probable that the Company has incurred a liability and
the amount can be reasonably estimated. 

Future Accounting Changes
In June 1998, the Financial Accounting Standards Board
issued SFAS No. 133, “Accounting for Derivative
Instruments and Hedging Activities.” The new statement
will require recognition of all derivatives as either assets
or liabilities on the balance sheet at fair value. The new
statement is effective for fiscal year 2002, but early adop-
tion is permitted. Management has not yet completed an
evaluation of the effect this standard will have on the
Company’s consolidated financial statements. 

ACQUISITIONS
On February 1, 1999, the Company acquired the assets of
the Network Monitoring and Mobile Test Systems busi-
ness of Necsy Network Control Systems, S.p.A. (Necsy),
a Padova, Italy based, wholly owned subsidiary of Italtel,
an Italian telecommunications manufacturer, which is a
joint venture between Telecom Italia and Siemens AG.
The cash purchase price and related goodwill are not
material. The transaction was accounted for by the pur-
chase method of accounting, and accordingly, the results
of operations of Necsy have been included in the
Company’s financial statements since the date of acquisi-
tion. Pro forma comparative results of operations are not
presented because they are not materially different from
the Company’s reported results of operations.

On September 30, 1997, the Company acquired
Siemens’ Communications Test Equipment GmbH (CTE),
a wholly owned subsidiary of Siemens AG based in
Berlin, Germany, for approximately $46.6 million in cash, 
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including direct acquisition costs. The transaction was
accounted for by the purchase method of accounting, and
accordingly, the results of operations of CTE have been
included in the Company’s financial statements since the
date of acquisition. Pro forma comparative results of oper-
ations are not presented because they are not materially
different from the Company’s reported results of opera-
tions. The purchase price was allocated as follows:

In thousands

Fair value of identified net assets acquired $ 6,600
Acquired in-process research and development 17,000
Identified intangibles 23,000

Total purchase price $46,600

The acquired in-process research and development
(IPR&D) of $17.0 million was comprised of several pro-
jects in the telecommunication test equipment market.
The value of the IPR&D was expensed in the second quar-
ter of fiscal year 1998 because at the time of the acquisi-
tion, technological feasibility had not been established and
no future alternative uses existed for any of the projects.

To determine the valuation of in-process technology,
management considered the state of development of each
project, the expected time and cost to complete each pro-
ject, the expected income from the projects, and the risks
associated with the development. These risks include
technological feasibility issues, demand for the final prod-
ucts, and competition. The Income Approach was utilized
in determining the valuation of the IPR&D. This approach
determines the net present value of the future cash flows
based on predicted revenues and costs associated with the
first generation of products, using a discount rate com-
mensurate with the risks identified. A discount rate of
26% was used in the valuation of the IPR&D. 

Research and development costs to bring the projects
from the acquired company to technological feasibility
were approximately $5.0 million, and the products were
completed at various dates during fiscal year 1998 and
fiscal year 1999.

The identified intangibles of $23.0 million include
$18.0 million of completed technology and $5.0 million
of workforce-in-place and are being amortized on a
straight-line basis over 15 years. 

The acquired completed technology of $18.0 million
consists of several products in the telecommunications
test equipment market that supplemented the Company’s
current product offerings. The valuation of the completed
technology was determined by calculating the net present
value of future cash flows based on predicted revenues
and expenses associated with the existing products. A
discount rate of 16% was used in the calculation.

NON-RECURRING CHARGES
In the second quarter of fiscal year 1999, the Company
announced and began to implement a series of actions
(Fiscal Year 1999 Plan) intended to align worldwide oper-
ations with current market conditions and to improve the
profitability of its operations. These actions include a 
net reduction of approximately 15% of the Company’s
worldwide workforce, the exit from certain facilities and
the streamlining of product and service offerings.
Management expects that the majority of the actions will
be completed by the end of the second quarter of fiscal

year 2000 and expects to require $52.6 million in cash to
be used in connection with actions not yet completed, pri-
marily for severance and lease cancellations.

Major actions can be summarized by each of the three
business divisions. Measurement’s service business is
being consolidated from several depots in the United
States and Europe into two depots in each of these geo-
graphies. This consolidation will result in headcount
reduction and the write-down and disposal of redundant
inventory. These actions are in process and will be com-
pleted in the first quarter of fiscal year 2000.
Measurement closed the Bend, Oregon manufacturing
facility during the third quarter and consolidated that
process into its Beaverton, Oregon facilities. This action
resulted in headcount reduction and lease settlements.
Measurement reduced headcount throughout the divi-
sion, primarily in manufacturing, and will continue to
reduce headcount through the first quarter of fiscal year
2000. During the second quarter of 1999, Color Printing
and Imaging discontinued three product lines – wide for-
mat, dye sublimation and B-size solid ink. This action
resulted and will continue to result in write-offs of dis-
posed inventory through the first quarter of fiscal year
2000. Color Printing and Imaging also reduced headcount
throughout the division, primarily in manufacturing 
during the third and fourth quarters of 1999. During
1999, Video and Networking discontinued development,
manufacturing, and sales of non-linear digital editing
products sold under the Lightworks name. This decision
resulted in headcount reduction, write-offs of disposed
inventory, incremental sales returns and bad debts, and
costs to fulfill commitments to deliver software enhance-
ments on previously sold product. Additional write-offs
of disposed inventory will be completed by the end of the
first quarter of fiscal year 2000.  Outside of the divisions,
selective involuntary terminations have occurred and
will occur throughout corporate functions and in the
Company’s foreign subsidiaries through the second quar-
ter of fiscal year 2000.

The Company recorded pre-tax charges of $125.7 mil-
lion to account for these actions, including restructuring
charges of $115.8 million and other non-recurring
charges of $9.9 million for related actions. The $115.8
million in restructuring charges include $27.1 million in
charges to cost of sales for the write-off of excess inven-
tory resulting from discontinued product lines and con-
solidation of service centers worldwide, $56.9 million in
severance expense related to employee separation, $14.8
million in charges to facilities for lease cancellation fees
and $17.0 million in charges to long-term assets associat-
ed with discontinued product lines. The $9.9 million for
related actions include $5.1 million of expected sales
returns of previously sold product, $0.8 million of bad
debt expense related to existing accounts receivable that
will not be collected and $4.0 million of costs to fulfill
commitments to deliver software enhancements on pre-
viously sold product, all associated with exiting the non-
linear digital editing business. The Company decided to
exit this business due to the failure of prior restructuring
efforts to return the business to profitability. 

In the second quarter of fiscal year 1998, the Company
announced and began to implement a restructuring plan
(Fiscal Year 1998 Plan) designed to return the Video and



The non-recurring charges incurred under the Fiscal
Year 1999 Plan affected the Company’s financial position
in the following manner:

Equipment Payables
Accrued and Other and Other

In thousands Compensation Inventories Assets Liabilities

Original charges $ 54,680 $ 27,760 $ 18,200 $19,894
Activity:

Cash paid out (20,844) – – (7,415)
Non-cash disposals 

or write-offs – (27,070) (17,055) –
Adjustments to plan 2,244 (690) (455) 4,049

■■■■■ ■■■■■ ■■■■■

Balance May 29, 1999 $ 36,080 $ – $ 690 $16,528
■■■■■ ■■■■■ ■■■■■

The charge of $54.7 million in accrued compensation
reflects original planned headcount reduction of 1,371
employees worldwide. This charge was increased by a net
$2.2 million during the year. The $2.2 million consists of
an $8.6 million reserve for severance of an additional 282
employees worldwide across all responsibilities, offset in
part by the reversal of a $6.4 million reserve for pension
settlement that was not needed as settlement accounting
was not appropriate during the year. Headcount reduction
under the current plan of reorganization now totals 1,653
employees worldwide. Approximately 865 employees
have been terminated under the plan. Severance of $20.8
million has been paid to approximately 570 of these
employees, while the other 295 employees will be paid
severance in the first quarter of fiscal year 2000. The
remaining 788 employees will be terminated at varying
times through the second quarter of fiscal year 2000. The
$27.8 million charge to inventories includes inventories

related to the consolidation of Measurement service offer-
ings, the discontinuation of three Color Printing and
Imaging product lines and the discontinuation of non-lin-
ear digital editing products sold under the Lightworks
name, which were written off during the second quarter.
The charge of $18.2 million for equipment and other assets
includes asset impairments of $17.4 million and $0.8 mil-
lion in reserve for bad debt expense. The impaired assets
are primarily related to discontinued product lines in
Color Printing and Imaging and Video and Networking and
include manufacturing assets of $6.2 million, goodwill
and other intangibles of $6.5 million, and leasehold
improvements and other assets of $4.7 million. All of the
assets included in this impairment charge will be disposed
of through abandonment at varying times through the sec-
ond quarter of fiscal year 2000. The $19.9 million charge
for payables and other liabilities includes reserves for lease
buy-outs and abandonment of facilities, sales returns and
allowances and commitments for enhancements related to
discontinued products. This reserve was increased by $4.0
million during the year to provide for additional costs to
exit certain sales and service offices worldwide and to ful-
fill certain contractual commitments, partly offset by a
decrease in original sales returns allowances.

SUBSEQUENT EVENTS
In June 1999, the Company’s Board of Directors unan-

imously approved a plan that is intended to result in 
the formation of two separate, publicly traded compa-
nies. One company will be comprised of the current 

Location of  Charge in the
In thousands Consolidated Statements  of  Operations 1999 1998

Severance and benefits Non-recurring charges $ 51,575 $14,933
Inventory write-offs Cost of sales 25,767 38,482
Lease buy-outs and abandonment of facilities Non-recurring charges 17,735 4,139
Asset write-offs and impairments Non-recurring charges 15,470 2,406
Sales returns and allowances Net sales 5,120 –
Commitment for enhancements related 

to discontinued products Research and development expenses 4,019 –
Bad debt expense related to discontinued products Selling, general and administrative expenses 803 –
In-process research and development 

acquired in the purchase of CTE Non-recurring charges – 17,000
Severance costs associated

with the purchase of CTE Non-recurring charges – 2,000
■■■■■■■■■■■■■■■■■■■

$120,489 $78,960
■■■■■■■■■■■■■■■■■■■
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Networking business to profitable growth and recorded a
pre-tax reserve of $60.0 million to account for these
actions. The plan provided for headcount reduction and
the discontinuation of certain products within the
Lightworks and Grass Valley product lines, as well as the
discontinuation of the Network Displays business. During
1999, it was determined that $4.1 million of this reserve
would not be needed, and as such, the amount was
reversed to the locations of the original charges in the
Consolidated Statements of Operations. The original plan
anticipated closing the Network Displays business and pro-
vided reserves for employee severance and inventory dis-
posals. During the third quarter of 1999, the Network
Displays business was sold, resulting in less severance and
inventory disposals than originally planned. The $4.1 mil-
lion includes $4.3 million and $1.3 million in excess
reserves for severance and inventory write-offs, respective-
ly, that were reversed, net of additional reserves recorded

of $0.7 million for lease cancellation fees and $0.8 million
for miscellaneous payables. As of May 29, 1999, the imple-
mentation of this plan was substantially complete.

Also in the second quarter of fiscal year 1998, the
Company expensed $17.0 million for the acquisition of
IPR&D and $2.0 million in severance costs associated
with the acquisition of CTE. During the third quarter of
1999, it was determined that $1.1 million of this $2.0
million severance reserve for CTE would not be needed
as originally anticipated because certain employees who
were to be terminated left the Company voluntarily,
without severance. Accordingly, such amount was
reversed to non-recurring charges. 

Net non-recurring charges incurred under the Fiscal
Year 1998 Plan and Fiscal Year 1999 Plan impacted the
Company’s results of operations for the years ended May
29, 1999 and May 30, 1998 as follows:
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Measurement division, and the other will be comprised of
the current Color Printing and Imaging division.
Management believes that this plan will enable each busi-
ness to pursue its optimal long-term strategy without the
limitations necessarily imposed by a larger, more diverse
company. The new measurement company will retain the
Tektronix name and be headquartered in Beaverton,
Oregon. The new color printing and imaging company,
which has not yet been named, will be headquartered in
Wilsonville, Oregon. Tektronix is considering an initial
public offering (IPO) for approximately 15% of the new
color printing and imaging company prior to the end of
fiscal year 2000. Subject to the successful completion of
an IPO, and receipt of a favorable tax ruling from the
Internal Revenue Service (IRS), the remaining shares will
be distributed, on a tax-free basis, to Tektronix sharehold-
ers at some time after the offering. Although the Company
expects the separation of the businesses will have no sig-
nificant impact on employment levels, execution of this
plan may result in future non-recurring charges. Such
amounts cannot be estimated at this time.

Management also announced in June 1999 that the
Company intends to sell or secure a strategic alliance for
its Video and Networking division, excluding the
VideoTele.com product family. This product family
merged into the Measurement division effective May 30,
1999. Prior to the sale or strategic alliance of Video and
Networking, the division plans to consolidate many func-
tions in order to allow for improved profitability at lower
revenue levels. During the first quarter of fiscal year
2000, Video and Networking plans to take the following
actions: consolidate all manufacturing and customer sup-
port activities at the Grass Valley site; move administra-
tive functions, including sales operations, information
systems, finance and human resources, to Grass Valley;
form two focused marketing teams tied to the Profile and
Grass Valley product lines; and combine the U.S. sales
operation into one function.

BUSINESS SEGMENTS
The Company has adopted SFAS No. 131, “Disclosures
about Segments of an Enterprise and Related
Information,” as of the fiscal year ended May 29, 1999.
Information presented for earlier years has been restated
for comparative purposes. 

The Company is organized based on the products 
and services that it offers. Under this organizational struc-
ture, the Company operates in three main segments:
Measurement, Color Printing and Imaging, and Video and
Networking. Measurement derives revenue principally
through the development and marketing of seven key
product groups: oscilloscopes, signal sources, probing
solutions, digital systems development products, hand-
held communication test instruments, and video and
audio test instruments. Color Printing and Imaging
derives revenue principally through the development and
marketing of color printers and supplies. The Company’s
color printer technologies include solid ink and color
laser. Video and Networking derives revenue principally
through the development and marketing of digital storage
products, production switchers, digital picture manipula-
tors, routing switchers, linear editing systems, on-air mas-
ter control solutions and video transmission products. All

three operating segments also derive revenue through 
providing support services for products sold worldwide.
No single customer or single foreign country provides
10% or more of the Company’s revenues.

The information provided below is obtained from
internal information that is provided to the Company’s
chief operating decision-maker for the purpose of corpo-
rate management. Assets, liabilities and expenses attrib-
utable to corporate activity are not allocated to the three
operating segments. Depreciation expense by division is
not included in the internal information provided to the
chief operating decision-maker and is therefore not pre-
sented below. Inter-segment sales are not material and are
included in net sales to external customers below.

In thousands 1999 1998 1997

Net sales to external 
customers (by division):

Measurement $ 844,882 $ 962,858 $ 852,827
Color Printing 

and Imaging 725,354 728,697 638,456
Video and 

Networking 291,254 394,247 448,799
■✮ ■■■■ ■✮ ■■■■

Net sales $1,861,490 $2,085,802 $1,940,082
■✮ ■■■■ ■✮ ■■■■

Net sales to external 
customers (by region):

United States $ 946,036 $1,077,649 $1,027,294
Europe 562,592 548,829 505,258
Pacific 182,972 208,874 202,408
Japan 85,227 135,632 126,898
Americas 84,663 114,818 78,224

■✮ ■■■■ ■✮ ■■■■

Net sales $1,861,490 $2,085,802 $1,940,082
■✮ ■■■■ ■✮ ■■■■

Operating income (loss):
Measurement $ 91,148 $ 133,568 $ 100,381
Color Printing 

and Imaging 17,982 67,724 71,960
Video and 

Networking (48,035) (9,912) (8,384)
Non-recurring charges (120,489) (78,960) –
Business ventures’ 

earnings (loss) and other (9,747) 2,881 1,051
■✮ ■■■■ ■✮ ■■■■

Operating 
income (loss) $ (69,141) $ 115,301 $ 165,008

■✮ ■■■■ ■✮ ■■■■

Certain facility, information systems and other
expenses are incurred by Corporate and allocated to the
divisions based on a percentage of sales, number of
employees or payroll costs. 

In thousands 1999 1998 1997

Segment assets:
Measurement $ 465,576 $ 500,339 $ 435,110
Color Printing 

and Imaging 464,572 376,092 291,894
Video and Networking 231,906 264,486 283,601
Corporate 197,311 248,316 306,136

■✮■■■■■ ■✮ ■■■■■

Segment assets $1,359,365 $1,389,233 $1,316,741
■✮■■■■■ ■✮ ■■■■■

Long-lived assets:
United States $ 505,924 $ 523,791 $ 504,478
International 77,378 79,255 48,212
Deferred tax assets 56,405 25,102 12,540

■✮■■■■■ ■✮ ■■■■■

Long-lived assets $ 639,707 $ 628,148 $ 565,230
■✮■■■■■ ■✮ ■■■■■

Capital expenditures:
Measurement $ 19,633 $ 23,719 $ 18,172
Color Printing 

and Imaging 23,898 60,111 28,879
Video and Networking 13,196 12,507 13,649
Corporate 50,798 58,729 51,305

■✮■■■■■ ■✮ ■■■■■

Capital expenditures $ 107,525 $ 155,066 $ 112,005
■✮■■■■■ ■✮ ■■■■■



OTHER LONG-TERM ASSETS

In thousands 1999 1998

Investment in business ventures $ 73,225 $ 76,226
Licensing agreements and 

other intangibles – net 49,930 62,610
Notes, contracts and leases 8,410 5,854
Investment in marketable equity securities 5,876 19,450
Other 3,604 13,753

■■■ ■■■■■■■■

Other long-term assets $141,045 $177,893
■■■ ■■■■■■■■

Significant investments in business ventures, account-
ed for under the equity method, include a 50% invest-
ment in Sony/Tektronix Corporation and a 27% interest
in Merix Corporation (Merix).

The Company’s share of the assets, liabilities, net sales
and net earnings of Sony/Tektronix, as well as the
Company’s sales to, purchases from, and accounts
receivable consisted of:

In thousands 1999 1998 1997

Current assets $55,036 $ 60,236 $ 55,322
Property, plant and 

equipment – net 18,665 18,632 19,913
Other long-term assets 6,795 6,482 12,129
Current liabilities 15,015 20,562 18,511
Other long-term liabilities 10,157 9,162 8,988

■■■■■■■■■ ■■■■■■■■■

Net sales $98,171 $135,704 $152,054
Gross profit 25,628 34,436 40,742
Operating income (loss) (6,539) 849 3,068
Earnings (loss) before taxes (6,048) 3,584 2,792
Net earnings (loss) (4,625) 1,277 1,184

■■■■■■■■■ ■■■■■■■■■

Sales to $77,332 $117,173 $112,770
Purchases from 20,718 17,810 19,596
Accounts receivable 7,506 12,354 9,866

Purchases from other related parties Merix, Maxim
Integrated Products, Inc. and Maxtek Components
Corporation, totaled $37.3 million, $50.1 million, and
$52.1 million for 1999, 1998 and 1997, respectively. All
other transactions and resulting balances with related
parties were insignificant.

At May 29, 1999, the carrying value of the Company’s
investment in Merix was $12.1 million, with a fair value,
based upon quoted market price, of $10.2 million. The
Company’s portion of the undistributed earnings of the
business ventures was $20.3 million in 1999 and $20.7
million in 1998.

Licensing agreements and other intangibles have been
reduced by accumulated amortization of $22.2 million 
at fiscal year-end 1999 and $25.3 million at fiscal year-
end 1998.

Proceeds from the sales of marketable equity securities
in 1999, 1998 and 1997 were $8.9 million, $36.1 million
and $33.8 million, respectively. Realized gains were com-
puted based on the average cost of the underlying securi-
ties and are disclosed in “Other Income – Net.” At the
end of 1999, 1998 and 1997, unrealized holding gains
(losses) of $(2.3) million, $12.9 million and $58.8 million
(less deferred taxes [benefit] of $[0.9] million, $5.0 mil-
lion and $22.1 million), respectively, were included in
accumulated other comprehensive income.

SHORT-TERM AND LONG-TERM DEBT
The Company’s short-term debt at year-ends consisted of:

In thousands 1999 1998

Commercial paper $ 69,526 $ –
Revolving credit 44,000 –
Lines of credit 1,655 4,466

■■■■■■■■■■■■■

Short-term instruments 115,181 4,466
Current maturities of long-term debt 506 976

■■■■■■■■■■■■■

Short-term debt $115,687 $5,442
■■■■■■■■■■■■■

The Company has a $150.0 million unsecured revolv-
ing credit agreement with Morgan Guaranty Trust
Company of New York, as agent, that matures in July
2001. In addition, the Company has an agreement with
U.S. National Bank of Oregon to issue up to $100.0 mil-
lion in commercial paper, backed by the revolving credit
agreement. The interest rate applicable to the revolving
credit agreement is LIBOR plus 0.3%. At May 29, 1999,
the Company maintained unsecured bank credit facilities
of $310.0 million, of which $187.7 million was unused.
Unused facilities included $151.2 million in lines of
credit and $36.5 million under the revolving credit agree-
ment. A $20.0 million unsecured line of credit expires in
October 1999 with all remaining lines providing no spe-
cific expiration date.

The Company’s long-term debt at year-ends consisted of:

In thousands 1999 1998

7.5% notes due August 1, 2003 $100,000 $100,000
7.625% notes due August 15, 2002 50,000 50,000
Other long-term agreements 1,228 1,657

■■■■■■■■

Long-term instruments 151,228 151,657
Current maturities (506) (976)

■■■■■■■■

Long-term debt $150,722 $150,681
■■■■■■■■

Certain of the Company’s debt agreements require
compliance with debt covenants. Management believes
that the Company is in compliance with such require-
ments for the fiscal year ended May 29, 1999. The
Company amended its credit agreement with Morgan
Guaranty Trust Company of New York, as agent, effective
November 28, 1998, to exclude certain charges from
covenant calculations.

Aggregate long-term debt payments will be $0.7 mil-
lion in 2000, $0.2 million in 2001, $0.1 million in 2002,
$50.2 million in 2003 and $100.0 million in 2004.

OTHER LONG-TERM LIABILITIES

In thousands 1999 1998

Accrued postretirement benefits $36,050 $37,082
Accrued pension 34,067 35,004
Unearned service revenue 11,145 10,740
Other 8,773 8,565

■■■■■■■■■■■

Other long-term liabilities $90,035 $91,391
■■■■■■■■■■■

OTHER INCOME – NET

In thousands 1999 1998 1997

Gain (loss) on disposition 
of fixed assets $12,121 $ (2,441) $ (5,031)

Gain on sale of marketable 
equity securities 7,737 28,244 27,678

Currency gains (losses) (3,448) (278) 753
Other (6,794) (7,936) (7,495)

■■■■■■■■■■■ ■■■■■■■■■■■

Other income – net $ 9,616 $17,589 $15,905
■■■■■■■■■■■ ■■■■■■■■■■■
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COMMITMENTS AND CONTINGENCIES
The Company leases a portion of its capital equipment and
certain of its facilities under operating leases that expire at
various dates. Rental expense was $31.0 million in 1999,
$28.8 million in 1998, and $27.4 million in 1997. In addi-
tion, the Company has long-term or minimum purchase
agreements with various suppliers and vendors. The future
minimum obligations under operating leases and other
commitments having an initial or remaining non-cance-
lable term in excess of one year as of May 29, 1999 were:

Operating
In thousands Leases Commitments

2000 $ 20,987 $14,343
2001 16,344 5,937
2002 13,525 2,370
2003 10,796 1,303
2004 8,600 –
Future years 60,459 –

■✮ ■■■■■■■■■■■■■■■■■■

Total $130,711 $23,953
■■■■■■■■■■■■■■■■■■■■

In the normal course of business, the Company and its
subsidiaries are parties to various legal claims, actions and
complaints, including matters involving patent infringe-
ment and other intellectual property claims. Although it is
not possible to predict with certainty whether or not the
Company and its subsidiaries will ultimately be successful
in any of these legal matters or, if not, what the impact might
be, the Company believes that disposition of these matters
will not have a material adverse effect on the Company’s
financial position, results of operations, or cash flows.

SHAREHOLDERS’ EQUITY

Stock Option and Incentive 
Compensation Plans
The Company has stock option plans for selected
employees. There were 8,819,000 shares reserved for
issuance under these plans at May 29, 1999. Under the
terms of the plans, incentive stock options are granted at
an option price not less than the market value at the date
of grant. Nonqualified stock options may not be granted
at less than 100% of the market value on the valuation
date selected by the Board of Directors. Options granted
prior to January 1, 1997, generally vest over four years
and expire ten years from the date of grant. Most options
granted after January 1, 1997, vest over two years and
expire five years from the date of grant. There were 1,161
employees holding options at May 29, 1999.

Additional information with respect to option activity
is set forth below:

Outstanding Exercisable

Weighted Weighted
Number of Average Number of Average

Shares in Exercise Shares in Exercise
Thousands Price Thousands Price

May 25, 1996 3,972 $23 1,484 $17
Granted 1,088 32
Exercised (975) 17
Canceled (212) 27

■✮ ■ ■■■■ ■✮ ■ ■✮ ■ ■■■■

May 31, 1997 3,873 $26 1,428 $21
Granted 1,149 40
Exercised (1,093) 23
Canceled (405) 30

■✮ ■ ■■■■ ■✮ ■ ■✮ ■ ■■■■

May 30, 1998 3,524 $31 1,509 $26
Granted 2,219 26
Exercised (138) 19
Canceled (1,766) 36

■✮ ■ ■■■■ ■✮ ■ ■✮ ■ ■■■■

May 29, 1999 3,839 $27 2,065 $25
■■■■■■■ ■■■ ■■■■■■■

The following table summarizes information about
options outstanding and exercisable at May 29, 1999:

Outstanding Exercisable

Weighted
Average Weighted Weighted

Range of Number of Remaining Average Number of Average
Exercise Shares in Contractual Exercise Shares in Exercise

Prices Thousands Life Price Thousands Price

$8.80-17.90 915 3.27 years $17 711 $16
18.00-28.70 1,046 6.16 years 26 905 26
28.80-29.40 1,236 4.62 years 29 0 0
29.50-40.20 625 4.49 years 36 437 36
40.30-43.90 17 3.32 years 44 12 44

■■■■ ■■■ ■■ ■■■■ ■■ ■■■■ ■■ ■✮ ■ ■■

3,839 4.69 years $27 2,065 $25
■■■■ ■■■ ■■ ■■■■ ■■ ■■■■ ■■ ■✮ ■ ■■

The Company accounts for stock options according to
Accounting Principles Board (APB) Opinion No. 25,
“Accounting for Stock Issued to Employees.” Under APB
No. 25, no compensation expense is recognized in the
Company’s consolidated financial statements for employ-
ee stock options because the exercise price of the options
equals the market price of the underlying stock on the
date of grant. Alternatively, under the fair value method
of accounting provided for by SFAS No. 123,
“Accounting for Stock-Based Compensation,” the mea-
surement of compensation cost is based on the fair value
of employee stock options at the grant date and requires
the use of option pricing models to value the options.
The weighted average estimated fair value of options
granted during 1999, 1998 and 1997 was $10, $12 and
$11 per share, respectively.

The Company also has plans for certain executives
and outside directors that provide stock-based compen-
sation other than options. Under APB No. 25, compensa-
tion cost for these plans is measured based on the market
price of the stock at the date that the terms of the award
become fixed. Under the fair value approach of SFAS No.
123, compensation cost is measured based on the market
price of the stock at the grant date. The weighted average
grant-date fair value of the shares granted under these
plans during 1999, 1998 and 1997 was $32, $41 and $31
per share, respectively. Compensation cost recognized in
income related to shares granted under these plans was
not material.

The pro forma impact to both net earnings and earn-
ings per share from calculating stock-related compensa-
tion cost consistent with the fair value alternative of
SFAS No. 123 is indicated below:

1999 1998 1997

Pro forma net earnings (loss)
(in thousands) $(61,029) $74,520 $109,240

Pro forma earnings (loss) 
per share: 

Basic $ (1.28) $ 1.48 $ 2.21
Diluted (1.28) 1.45 2.17

The fair value of each option was estimated at the date
of grant using a Black-Scholes option pricing model with
the following weighted average assumptions:

1999 1998 1997

Expected life (in years) 3.0 3.0 5.0
Risk-free interest rate 5.6% 5.8% 6.3%
Volatility 57.8% 40.0% 35.2%
Dividend yield 2.1% 1.2% 1.3%



For purposes of the pro forma disclosures, the esti-
mated fair value of the stock-based awards is amortized
over the vesting period. Because SFAS No. 123 is applic-
able only to awards granted after May 27, 1995, the pro
forma effect was not fully reflected until 1999.

Shareholder Rights  Agreement
In August 1990, the Company’s Board of Directors (the
Board) approved a shareholder rights agreement and
declared a dividend of one right for each outstanding
common share. Each right entitles the holder to purchase
one one-thousandth of a share of no par preferred stock
at an exercise price of $40, subject to adjustment.
Generally, the rights become exercisable ten days after a
person or group acquires or commences a tender offer
that would result in beneficial ownership of 20% or more
of the common shares. In addition, the rights become
exercisable if any party becomes the beneficial owner of
10% or more of the outstanding common shares and is
determined by the Board to be an adverse party. Upon the
occurrence of certain additional events specified in the
shareholder rights agreement, each right would entitle its
holder to purchase common shares of the Company (or,
in some cases, a potential acquiring company) or other
property having a value of twice the right’s exercise
price. The rights, which are not currently exercisable,
expire in September 2000, but may be redeemed by
action of the Board prior to that time, under certain cir-
cumstances, for $0.01 per right.

BENEFIT PLANS

Pension and Postret irement Benefi t  Plans
Tektronix sponsors one IRS-qualified defined benefit plan,
the Tektronix Cash Balance Plan, and one non-qualified
defined benefit plan, the Retirement Equalization Plan, for
eligible employees in the United States. The Company also
sponsors pension plans in Germany, the Netherlands and
the United Kingdom. In addition, the Company provides
post-retirement life insurance benefits to all current
employees and provides certain retired and active employ-
ees with postretirement health care benefits.

As a result of corporate restructuring and layoffs dur-
ing fiscal year 1999, the cash balance plan experienced a
decline in the number of active participants. As of
January 31, 1999, the number of employees affected was
deemed significant. An interim measurement was per-
formed and curtailment accounting was implemented. A
$3.3 million curtailment gain was recognized, which
reduced pension expense. As of the remeasurement date,
the discount rate was reduced from 7.3% to 7.0%. 

In 1998, the U.S. pension plan was amended, convert-
ing it from a final average pay plan to a cash balance plan.
As a result of this plan amendment, the pension benefit
obligation was reduced by $38.9 million. The reduction is
being amortized over the average remaining service peri-
od of the active participants in the plan. Upon transition
to the cash balance plan on January 1, 1998, the discount
rate was reduced to reflect current market conditions. The
impact of this change was an increase in the pension ben-
efit obligation of $63.9 million as of January 1998.

The following tables provide information about
changes in the benefit obligation and plan assets and the
funded status of the Company’s pension and postretire-
ment benefit plans.

Pension Postret irement
Benefi ts Benefi ts

In thousands 1999 1998 1999 1998

Change in Benefi t  
Obligation 

Beginning balance $553,729 $495,945 $15,944 $15,070
Service cost 15,001 14,161 201 188
Interest cost 38,082 37,829 1,102 1,145
Actuarial loss 9,455 68,545 1,169 1,252
Curtailment 367 – – –
Plan amendments 825 (38,882) – –
CTE acquisition – 2,732 – –    
Benefit payments (36,643) (25,289) (1,953) (1,711)
Exchange 

rate changes (3,906) (1,736) – –
Participant 

contributions 626 424 – –
■■■■■ ■■ ■■■■■■■■■■ ■■■■■■■■■

Ending balance $577,536 $553,729 $16,463 $15,944
■■■■■ ■■ ■■■■■■■■■■ ■■■■■■■■■

Change in 
Fair  Value 
of  Plan Assets

Beginning balance $538,728 $474,222 – –
Actual return 49,559 86,512 – –
Employer 

contributions 3,505 4,208 – –
Benefit payments (36,643) (25,289) – –
Other adjustments (6,524) (925) – –

■■■■■ ■■ ■■■■■■■■■■ ■■■■■■■■■

Ending balance $548,625 $538,728 – –
■■■■■ ■■ ■■■■■■■■■■ ■■■■■■■■■■✮ ■ ■■ ■✮ ■■■■■■ ■✮ ■ ■■■■

Net unfunded 
status of the plan $ 28,911 $ 15,000 $16,463 $15,944

Unrecognized 
initial net 
obligation (1,887) (124) – –

Unrecognized prior 
service cost 38,047 46,320 13,355 16,026

Unrecognized net
gain (loss) (40,410) (37,414) 7,300 9,112

■■■■■ ■■ ■■■■■■■■■■ ■■■■■■■■■

Net liability 
recognized $ 24,661 $ 23,782 $37,118 $41,082

■■■■■ ■■ ■■■■■■■■■■ ■■■■■■■■■

The projected benefit obligation, accumulated benefit
obligation, and fair value of plan assets for certain non-
U.S. plans with accumulated benefit obligations in
excess of plan assets were $22.9 million, $20.2 million
and zero, respectively, for 1999, and $18.7 million, $17.2
million and zero, respectively, for 1998. 

Assumptions used in the accounting for the Tektronix
pension and postretirement benefit plans were:

Assumptions on a Weighted
Average Basis 1999 1998 1997

Pension Benefi ts
Discount rate 7.0% 7.0% 7.8%
Rate of compensation increase 3.8% 3.7% 3.8%
Expected return on plan assets 10.9% 10.9% 10.2%
Postret irement Benefi ts
Discount rate 7.3% 7.3% 8.0%
Rate of compensation increase 3.4% 3.8% 3.8%

Effective July 1, 1998, the Company replaced its self-
funded indemnity health plan for retirees with an
insured indemnity plan. The assumed health care cost
trend rates used to measure the expected cost of benefits
under the indemnity plan were assumed to increase by
13.3% for participants under the age of 65 and 15.6% for
participants age 65 and over in the fiscal year 2000.
Thereafter, these rates were assumed to gradually
decrease until they reach 5.3% and 5.5%, respectively, in
2007. For the existing retiree HMO plans, the rate of
increase in the cost of health care benefits was assumed 
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to be 9.3% for 2000, decreasing gradually to a rate of
5.3% in 2007. A 1.0% change in these assumptions
would not have a material effect on either the postretire-
ment benefit obligation at May 29, 1999 or the benefit
credit reported for 1999.

The components of net pension benefit cost and
postretirement benefit credit recognized in income were:

In thousands 1999 1998 1997

Pension Benefi ts
Service cost $ 15,001 $ 14,161 $ 12,084
Interest cost 38,082 37,829 37,627
Expected return on plan assets (50,890) (48,634) (39,335)
Amortization of transition asset (1,839) (2,059) (1,858)
Amortization of prior service cost (4,039) (2,209) (740)
Curtailment gain (3,311) – –
Recognized actuarial net loss 3,722 1,792 2,655
Other benefit plans 2,294 1,992 1,327

■■■■■■■ ■■■■■■■

Net benefit cost (credit) $ (980) $ 2,872 $ 11,760
■■■■■■■ ■■■■■■■

Postret irement Benefi ts
Service cost $ 201 $ 188 $ 177
Interest cost 1,102 1,145 1,244
Amortization of prior service cost (2,671) (2,671) (2,671)
Recognized net gain (644) (747) (631)

■■■■■■■ ■■■■■■■

Net benefit credit $ (2,012) $ (2,085) $ (1,881)
■■■■■■■ ■■■■■■■

Employee Savings Plan
The Company has an employee savings plan that qualifies
as a deferred salary arrangement under Section 401(k) of the
Internal Revenue Code. Participating U.S. employees may
defer up to 15% of their compensation, subject to certain
regulatory limitations. Employee contributions are invested,
at the employees’ direction, among a variety of investment
alternatives. The Company’s matching contribution, which
was previously invested entirely in Company stock, was
increased from 3% to 4% of compensation effective January
1, 1998, and may now be invested in any one of the 401(k)
plan funds. In addition, the Company contributes Company
stock to the plan for all eligible employees equal to 2% of
compensation. The Company’s total contributions were
approximately $11.4 million in 1999, $16.4 million in 1998,
and $14.2 million in 1997.

DERIVATIVE FINANCIAL INSTRUMENTS
The Company utilizes derivative financial instruments,
primarily forward foreign currency exchange contracts,
to reduce the impact of foreign currency exchange rate
risks where natural hedging strategies cannot be effec-
tively employed. At the end of 1999 and 1998, the
notional amounts of the Company’s outstanding con-
tracts were $75.3 million and $127.4 million, respective-
ly. The notional or contract amounts of the hedging
instruments do not represent amounts exchanged by the
parties and, thus, are not a measure of the Company’s
exposure due to the use of derivatives. The amounts
exchanged are calculated on the basis of the notional
amounts and other terms of the instruments. Generally,
these contracts have maturities that do not exceed one
year and require the Company to exchange foreign cur-
rencies for U.S. dollars at maturity. 

The Company does not hold or issue derivative finan-
cial instruments for trading purposes. The purpose of the
Company’s hedging activities is to reduce the risk that
the eventual cash flows of the underlying assets, liabili-
ties and firm commitments will be adversely affected by
changes in exchange rates. The Company’s derivative

activities do not create foreign currency exchange rate
risk because fluctuations in the value of the instruments
used for hedging purposes are offset by fluctuations in
the value of the underlying exposures being hedged. The
Company is exposed to credit-related losses in the event
of nonperformance by counterparties to financial instru-
ments. However, the Company has entered into these
instruments with creditworthy financial institutions and
considers the risk of nonperformance to be remote.

FAIR VALUE OF FINANCIAL INSTRUMENTS
For short-term financial instruments, including cash and
cash equivalents, accounts receivable, short-term debt,
accounts payable and accrued compensation, the carrying
amount approximates the fair value because of the imme-
diate or short-term nature of those instruments. The fair
value of marketable equity securities is based on quoted
market prices at the reporting date. The fair value of long-
term debt is estimated based on quoted market prices for
similar instruments or by discounting expected cash
flows at rates currently available to the Company for
instruments with similar risks and maturities. The differ-
ences between the fair values and carrying amounts of the
Company’s financial instruments, including derivatives,
at May 29, 1999, and May 30, 1998, were not material.

CONCENTRATIONS OF CREDIT RISK
Financial instruments that potentially subject the
Company to concentrations of credit risk consist princi-
pally of trade accounts receivable. The risk is limited due
to the large number of entities comprising the Company’s
customer base and their dispersion across many different
industries and geographies. At May 29, 1999, the
Company had no significant concentrations of credit risk. 

COMPREHENSIVE INCOME
The Company adopted SFAS No. 130, “Reporting
Comprehensive Income,” as of the first quarter of fiscal
year 1999. SFAS No. 130 establishes new rules for the
reporting of comprehensive income and its components,
but has no impact on the Company’s net earnings or total
shareholders’ equity.

Comprehensive income (loss) and its components
were as follows:

In thousands 1999 1998 1997

Net earnings (loss) (net of tax 
of $[24,067], 40,529 and 
54,017, respectively) $(51,161) $ 82,285 $114,785

Other comprehensive 
income (loss):
Currency translation 

adjustment (net of tax of 
$188, [9,089] and [11,748]), 
respectively) 281 (13,634) (17,622)

Unrealized gain (loss) on 
available-for-sale securities
(net of tax of $878, [2,708] 
and 3,837, respectively) (4,688) (11,795) 14,566

Reclassification adjustment 
for realized gains included in 
net income (net of tax of 
$[3,095], [11,298] and 
[12,120], respectively) (4,642) (16,946) (18,180)

■✮ ■■■■■■ ■✮ ■■■■

Total comprehensive 
income (loss) $(60,210) $ 39,910 $ 93,549

■■■■■■■■ ■■■■■■
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INCOME TAXES
The provision for income taxes consisted of:

In thousands 1999 1998 1997

Current:
Federal $(20,003) $30,979 $21,457
State (1,030) 5,060 3,742
Non-U.S. 21,153 10,826 7,854

■■■■■■■■■ ■✮ ■■■■■■■

120 46,865 33,053
Deferred:

Federal (29,178) (180) 15,921
State (1,299) (460) 2,015
Non-U.S. 6,281 (5,696) 3,028

■■■■■■■■■ ■■■■■■■■■

(24,196) (6,336) 20,964
■■■■■■■■■ ■■■■■■■■■

Total provision $(24,076) $40,529 $54,017
■■■■■■■■■ ■■■■■■■■■

The provisions differ from the amounts that would
result by applying the U.S. statutory rate to earnings
before taxes. A reconciliation of the difference is:

In thousands 1999 1998 1997

Income taxes based on 
U.S. statutory rate $ (26,333) $ 42,985 $ 59,081

State income taxes, 
net of U.S. tax (1,514) 2,990 3,742

Foreign sales corporation – (6,391) (5,935)
Change in beginning of 

year valuation allowance – (505) (3,824)
Other – net 3,771 1,450 953

■■■■■■■■■ ■■■■■■■■■

Total provision $(24,076) $40,529 $54,017
■■■■■■■■■ ■■■■■■■■■

Tax benefits of $0.3 million, $7.8 million and $5.6
million associated with the exercise of employee stock
options were credited to common stock in 1999, 1998
and 1997, respectively.

Net deferred tax assets and liabilities are included in
the following consolidated balance sheet accounts:

In thousands 1999 1998

Other current assets $ 59,325 $52,434
Deferred tax assets 56,405 25,102

■■■■■■■■■

Net deferred tax assets $115,730 $77,536
■■■■■■■■■

The temporary differences and carryforwards that gave
rise to deferred tax assets and liabilities were as follows:

In thousands 1999 1998

Deferred tax assets:
Reserves and other liabilities $ 45,988 $ 43,179
Restructuring costs and separation programs 20,904 7,463
Net operating losses 20,786 5,324
AMT and foreign tax credit carryforwards 20,412 8,243
Accrued postretirement benefits 14,949 16,022
Accumulated depreciation 12,348 9,162
Intangibles 4,909 8,271
Accrued pension liability 3,382 6,632

■■■■■■■

Gross deferred tax assets 143,678 104,296
Less valuation allowance (2,600) (2,600)

■■■■■■■

Deferred tax assets 141,078 101,696
■■■■■■■

Deferred tax liabilities:
Software development costs (26,280) (19,167)
Unrealized gains on marketable 

equity securities 932 (4,993)
■✮ ■ ■■■

Deferred tax liabilities (25,348) (24,160)
■■■■■■■

Net deferred tax assets $115,730 $ 77,536
■■■■■■■

At May 29, 1999, there were $16.5 million of unused
foreign tax credit carryovers which, if not used, will
expire in 2004. There were $3.9 million of alternative
minimum tax (AMT) credits that can be carried forward

indefinitely. There were $15.0 million of U.S. net operat-
ing loss carryovers which, if not used, will expire in 2019.

U.S. taxes have not been provided on $103.2 million 
of accumulated unremitted earnings of non-U.S. sub-
sidiaries because such earnings are or will be reinvested
in operations or will be offset by appropriate credits for
foreign income taxes paid.

QUARTERLY FINANCIAL DATA (UNAUDITED)
In the opinion of management, this unaudited quarterly
financial summary includes all adjustments necessary to
present fairly the results for the periods represented (in
thousands, except per share amounts):

Aug.  29, Nov.  28, Feb.  27, May 29,
Quarter  ended 1998 1998 1999 1999

Net sales $418,979 $432,164 $470,608 $539,739
Gross profit 171,468 139,053 189,053 210,664
Operating 

income (loss) (7,360) (123,618) 28,835 33,002
Earnings (loss) 

before taxes (6,858) (126,280) 21,327 36,574
Net earnings (loss) (4,663) (85,871) 14,502 24,871
Basic earnings 

(loss) per share $ (0.09) $ (1.82) $ 0.31 $ 0.53
Diluted earnings

(loss) per share (0.09) (1.82) 0.31 0.53
Average shares 

outstanding:
Basic 49,475 47,077 46,846 46,877
Diluted 49,475 47,077 47,249 47,167

Dividends per share $ 0.12 $ 0.12 $ 0.12 $ 0.12
Common stock prices:

High $ 38.38 $ 25.75 $ 32.38 $ 29.44
Low 16.56 13.69 19.38 17.56

Aug.  30, Nov.  29, Feb.  28, May 30,
Quarter  ended 1997 1997 1998 1998

Net sales $481,274 $529,046 $517,570 $557,912
Gross profit 201,273 191,995 224,854 247,205
Operating 

income (loss) 38,317 (32,932) 48,599 61,317
Earnings (loss) 

before taxes 39,874 (31,667) 51,106 63,501
Net earnings (loss) 26,716 (21,217) 34,241 42,545
Basic earnings 

(loss) per share $ 0.53 $ (0.42) $ 0.68 $ 0.84
Diluted earnings 

(loss) per share 0.52 (0.42) 0.67 0.83
Average shares 

outstanding:
Basic 50,303 50,546 50,483 50,452
Diluted 51,442 50,546 51,408 51,413

Dividends per share $ 0.10 $ 0.12 $ 0.12 $ 0.12
Common stock prices:

High $ 43.50 $ 46.42 $ 46.25 $ 48.19
Low 36.42 37.08 35.56 36.06

The Company’s common stock is traded on the New
York and Pacific Stock Exchanges. There were 3,834
shareholders of record at June 24, 1999. The market
prices quoted above are the composite prices reported by
The Wall Street Journal rounded to full cents per share.

Dividends are paid at the discretion of the Board 
of Directors dependent upon their judgment of 
the Company’s future earnings, expenditures and finan-
cial condition.

All share and per share amounts have been restated to
give effect to the three-for-two stock split effective
October 31, 1997. 
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CONSOLIDATED FINANCIAL PERFORMANCE

Amounts are in mill ions,  except  per share
and employees.  Returns are based on average net  assets . 1999 1998 1997 1996 1995

Net sales $1,861.5 $2,085.8 $1,940.1 $1,768.9 $1,498.0
Gross margin 38.2% 41.5% 42.9% 41.9% 45.3%

Excluding non-recurring charges (1) 39.7% 43.3% 42.9% 41.9% 45.3%
Research and development expenses 11.0% 9.7% 9.7% 9.3% 11.1%
Selling, general and administrative expenses 25.8% 24.4% 24.8% 24.8% 26.7%
Operating margin (3.7)% 5.5% 8.5% 8.1% 7.7%

Excluding non-recurring charges (1) 2.8% 9.3% 8.5% 8.1% 7.7%
Pretax margin (4.0)% 5.9% 8.7% 8.0% 7.4%

Excluding non-recurring charges (1) 2.4% 9.7% 8.7% 8.0% 7.4%
Earnings margin (2.7)% 3.9% 5.9% 5.6% 5.4%

Excluding non-recurring charges (1) 1.7% 6.5% 5.9% 5.6% 5.4%
Net earnings (loss) $ (51.2) $ 82.3 $ 114.8 $ 99.6 $ 81.6

Excluding non-recurring charges (1) $ 30.8 $ 135.2 $ 114.8 $ 99.6 $ 81.6
Basic earnings (loss) per share $ (1.07) $ 1.63 $ 2.32 $ 2.00 $ 1.67

Excluding non-recurring charges (1) $ 0.65 $ 2.68 $ 2.32 $ 2.00 $ 1.67
Diluted earnings (loss) per share $ (1.07) $ 1.60 $ 2.29 $ 1.95 $ 1.64

Excluding non-recurring charges (1) $ 0.64 $ 2.63 $ 2.29 $ 1.95 $ 1.64
Weighted average shares outstanding: 

Basic 47.7 50.4 49.5 49.8 48.9
Diluted 47.7 51.3 50.2 51.0 49.8

Dividends per share $ 0.48 $ 0.46 $ 0.40 $ 0.40 $ 0.40
Cash and cash equivalents $ 39.7 $ 120.5 $ 142.7 $ 36.6 $ 31.8
Total assets $1,359.4 $1,389.2 $1,316.7 $1,328.5 $1,218.3
Long-term debt $ 150.7 $ 150.7 $ 151.6 $ 202.0 $ 105.0
Total debt $ 266.4 $ 156.1 $ 157.7 $ 246.6 $ 192.6
Total capitalization $ 621.6 $ 784.9 $ 771.3 $ 675.3 $ 604.2
Return on equity (7.3)% 10.6% 15.9% 15.6% 15.2%

Excluding non-recurring charges (1) 4.0% 16.8% 15.9% 15.6% 15.2%
Ending shares outstanding 46.9 50.3 50.1 49.0 49.6
Book value per share $ 13.25 $ 15.59 $ 15.39 $ 13.77 $ 12.18
Closing share price $ 23.19 $ 38.25 $ 38.25 $ 25.25 $ 30.67
Capital expenditures $ 107.5 $ 155.1 $ 112.0 $ 106.7 $ 103.8
Depreciation expense $ 71.4 $ 65.9 $ 59.6 $ 47.1 $ 40.9
Square feet in use 3.7 4.0 3.8 4.1 4.3
Employees 7,571 8,630 8,392 7,929 7,712
Net sales per employee (in thousands) $ 246.1 $ 241.7 $ 231.2 $ 223.1 $ 194.2
Revenue from new products(2) 71% 74% 73% 67% 62%

Selected Financial  Data

(1)Amounts for  1999 do not  include non-recurring charges of  $120.5 mill ion pre-tax,  $81.9 mill ion net  of  tax ($1.71 per diluted share) .  Amounts
for  1998 do not  include non-recurring charges of  $79.0 mill ion pre-tax,  $52.9 mill ion net  of  tax ($1.05 per basic  share,  $1.03 per diluted share) .
See also the “Management Review" and the “Non-recurring Charges” Note to  the Consolidated Financial  Statements .

(2)Represents  percentage of  total  product  sales  generated by products  introduced within the last  two years.
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William D. Walker (1980)
Vice Chairman, Tektronix, Inc., 
Chairman of the Board and
Chief Executive Officer, 
Planar Systems, Inc.

Ralph V. Whitworth (1999)*
Managing Member,
Relational Investors LLC

*Elected by the Board of Directors

The calendar year in ( ) indicates when the individuals
became directors of Tektronix.

Tektronix®, Phaser® and Profile® are registered trade-
marks of Tektronix, Inc. All other brand or product
names are trademarks or registered trademarks of their
respective holders and are used here for identification
purposes only.

Design: Broom & Broom, Inc., San Francisco

The financial section of this annual report is printed
on recycled paper.

OFFICERS

Jerome J. Meyer*
Chairman of the Board,
Chief Executive Officer, and President

Carl W. Neun*
Senior Vice President and 
Chief Financial Officer

James F. Dalton*
Vice President, General Counsel,
and Corporate Secretary

BUSINESS UNIT OFFICERS

Gerald K. Perkel*
Vice President and President,
Color Printing and Imaging

Timothy E. Thorsteinson*
Vice President and President, 
Video and Networking

Richard H. Wills*
Vice President and President,
Measurement Business

CORPORATE STAFF OFFICERS

Michele M. Marchesi
Vice President, Human Resources
and Corporate Communications

Colin L. Slade
Vice President, Finance

Robert L. Vance
Vice President, Information Systems

GENERAL INFORMATION

Shareholders ’  Meeting
The annual meeting of shareholders of
Tektronix, Inc. will be held Thursday,
September 23, 1999 at 10:00 a.m. Pacific
Daylight Time at Tektronix, Inc., Building
60 Auditorium, Wilsonville, Oregon
97070-1000. 

Exchange List ings
Stock Symbol: TEK
New York Stock Exchange

Transfer  Agent  and Registrar
ChaseMellon Shareholder 
Services, L.L.C. 
Shareholder Relations
P.O. Box 3315
South Hackensack, NJ  07606
or
85 Challenger Road
Ridgefield Park, NJ  07660
(800) 411-7025
www.chasemellon.com

TDD for Hearing Impaired: 
(800) 231-5469
Foreign Shareholders:  
(201) 329-8660
TDD Foreign Shareholders:  
(201) 329-8354

Dividend Reinvestment Program
(800) 842-7629

Mailing Address
Tektronix, Inc.
P.O. Box 1000
26600 S.W. Parkway
Wilsonville, OR  97070-1000
(503) 627-7111

Internet
www.tektronix.com

Shareholder Information
Shareholders needing information relat-
ing to their shareholdings in Tektronix
should contact the Company’s Transfer
Agent and Registrar at the address or tele-
phone number noted above.

Investor Relations
Securities analysts and investors seeking
additional information about the
Company should contact Investor
Relations at the mailing address above or
at (503) 685-4112. Company information
also is available on our website at 
www.tektronix.com.




