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l .ittor i b r dt l st ric. . In

divisions around the world .

Company Description

Litton i5 a mu lti-

igh-technology

corporation based in Beverly Hills,

California . The Company pro-

vides advanced electronic and

defense systems, resource explora-

tion services and industrial auto-

rnation systems to U .S. and world

markets. Litton was founded

in California in 1951, and has

evo lved into a maj or interna tion a l

organization with ;0,700 employ-

ees working at more than 40
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[fi<ori mdu .rrie~,1, :, Summary of Financial Informat i on

(dollar amounts in rndlions . except per share amounts

Opcnitirt~ K csit/tti Sales and Service Revenues

Segment Operating Profit

Earnings before Taxes on Income and Minority Interest

Net Earnings

Earnings per Share

Sales to the U .S . Government as a Percent of Sales

Fi nw ri in! Position Cash and Marketable Securities

,a year [)]d Total Assets

Long-term Obligations

Subordinated Notes and Debentures

Shareholder,' Investment

Working Capital

Current Ratio

Other ti e lc i t cll Return (in Average Shareholders' Investment

Fin a ricirzf Book Value per Share

1,rforrnrrrto,l C'ummon Shares Outstanding at Year End '

Shares Used to Compute Earnings per Share*

Capital ExpenditUres

Depreciation Expense

Research and Development Expenditures

Backlog at bear End

Number of Employees a t Year End
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Oyerntirr,~ Profit Advanced Electronics

Industrial Systems and Services

Marine Engineering and Production

Subtotal

fntcrsegmcnt Elimination

Segment Operating Profit

Other Unallocated Expenset,

Interest - Net

Earnings before Taxes on Income and Minority Interest

Litton tr I d u sr rril.,1,I, Bu s ine ss Seg men t Inf o rma tion

I thoucandsot dollars)

Sales and Service Advanced Electronics

Rever : :aes Navigation and control systems-

Communicationsand electronic data sv~,tem~.

Electronic components

lntrasekment climinatiurs

ndustrial 'Systerns and Services

Resource exploration services

Industrial automation systems

Computer products

Marine Engineering and Production

Subtotal

lnrer>egment Elimination

Miscellaneous

Sales and Service Revenues

Ye a r End ed lul y 31

19e9 1y,ti 1987

$ 933,402 S 1 . 094, 369 ST,o16,148

927,125 4- 1,49o 99o. 3 88

396,972 40i,447 3 i7-411

2,233,237 2,199,319 Z .136, H 1 ;
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work, while Improving asset inariagernerit,

reducing risks ht' training with other corn

panncti on new development program,,,

tak i ng advantage u( Opportunitirs m the

in the market, %%e Ser%e

To Our Share h o l ders

TONti had another good year in fiscal

19,s',) with positive financial and operating

results . Sales and sen-ice revenues topped

s; billion for the first time in the Com-

pant'> history, earnings continued to

improve and vearend back-log exceeded

Our commercial operations were

primarily responsible for the higher earn-

ing-, and sales . Fhe Industrial Automation

Systems business gained a greater share of

automotive manufacturing contracts in

both the U.S . and overseas. However, the

U.S. auto industry, our largest market . may

be moving into a period Of uncertainty as it

faces more stringent fuel consumption and

emission standards . This could Cause a

short-term delay in new engine programs

for the U .S . market .

Vie Company ' s Success WIth

automated material handling and docu-

ment management systems for industries

such as elertrcmir>, aerospace, food and
retailing, should le ss en the effect of ant '

slowdown in the automotive industry The

long-term Outlook for our Industrial Auto-

mation business continues to be POSMIX

I hr fi ; ~: .jl year for Rest urca

Exploration Services was marked by a con-

tinued geographical shift its exploration

.end development activities for oil and gas
expanded in the International arena . By

improving our positions in :lfriia, the :49id-

i11e East and Asi :i, tvc were able to oflwl
ttiraknc .; in the North Ainencan market .

Profitability was affected by Investments

for the startup of Work in new overseas

Meal . In fiscal l yyu we expect t o see l ur l hc r

gains in both revenue, and market share in

Resource Exploration .

Our Advanced I_lc:troniiti busi-

ties, showed iinpitived profit margin as

pivduinun progre>sed oil several major
new prqgrams, including the ]At)( :"1.1( 1 air

operations command and control systems

[or the U .S.Ni anne (c>rps and Air Force .

Segment revenUeS were affected by

I(jwC1 electronic component sale ., and

completion of the final test phase (In

large overseas program .

L1ic continue t o win im port a ni

new defense contracts and follow-on
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international market and carefully Select-

ing the programs for which we compete .

Our broad program base helps assure posi-

tivr performance for Advanced Electronics

in future vears .

Good profitability xas again

recorded by the Marine Lnginccring and

Production business . This Segment gener-

ates strong cash flow and has a tow-year

backlog of more than s .} billion . As a lead-

ing producer of complex surface combatant

ships for the U .S. Navy, we will be engaged

in the nation's highest priority shipbuilding
pr(),L;ram_s well into the Iyyus . Our first

international ship construction contract

won in fiscal tytiy could open business

opportunities with other countries .

Our strong financial position

allowed LIS to continue the share buyback

program in fiscal 1989 as we repurchased an

additional i ..} million shares of Litton

Common stock at an average price of about

$74 a share . This activity is part Of a 4.S-
million-share buyback program authorized

by the Board of Directors . As of ltily i t,

1989, a total of .} .o million shares of

Common stock had been repurchased

Arjay Miller. :i Litton director.

retired from the Board eon December 6,

iytiti. We thank Arjav for his v r art, o f

wipe co unse l .

As we enter tile tgyos, L i t t on is

in good shape . We are among the market

leaders in our core businesse ; and we have

the financial strength to take advantage of

new opportunities. Our operations will

generate the returns necessary for further

investments in the future growth ,f

th e Company

OA~_ x AID

Orion L. ]loch

Lli a irrnam

Roland 0 . Peterson

1'r~~~i~[rnt
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1 .irro„1,rdu~rrw :,lnr . Financial Review and Analysis

l:rtitilts of T 11 e C 0 M r a N t ' s sales increased by 3 .3°'o to s ; .o billion in fiscal year 1989 and net earn,

( lprr~itinns ings increased b y 6.7° '0 to si ; 8.3 million . At July 31, 1989, backlog amounted to $8.7 billion . In

fiscal years 1988 and 1987, the Company reported sales of $4 .9 billion and $4 .4 billion, respec-

tively. Net earnings for fiscal tq8 8 were sib ;.a million compared with stYR .i million in fiscal

iq8-. The improvement in sales and net earnings in both fiscal 1989 and 1988 was primarily

attributable to the Company's Industrial Systems and Services segment . The segment experi-

enced significant internal growth in the current fiscal year . Results for fiscal 1988 reflected

mainly the expansion of the -segment through business combinations .

The Industrial Systems and Services segment, which comprises the

Company's industrial automation systems, resource exploration services and computer prod-

uctsbusinesses, reported sales of s1 .8 billion in fiscal 1989 ccompared with sales of s 1 .6 billion

in fiscal 1988 and si .o billion in fiscal 1987. OOperating profits for the segment were S1472 mil-

lion i n fiscal I ySg compared with si 2 ;. 3 million in fiscal tySh and sS4 . y million in fiscal 1987.
Each of the product lines contributed to the improved results in both fiscal 1989 and t988. ThL

industrial automation system s businesses benefited from the acquisition in April 1987 of

Lamb Technicon Corp. . a supplier of automated manufacturing systems for the automobile

industry, and the acquisition in August 1987 of Integrated Automation , Inc . w hich provides

systems for information management , inspection and process control . The enhanced capabili-

ties obtained with these acquisitions enabled these bu s inesses to expand their activities, and

successfully compete for larger contracts of longer term duration . The increased activity and

longer operating cycles as sociated with the larger contracts, particularly in the automobile

industry; have resulted in increased investments i n operating working capital . The resource

exploration services businesses benefited from the formation in April 1987 of Western Atla s

International , Inc . ("Western Atlas"), a majority-ov., ned subsidiary of th e Company (see Note

BJ, and the acquisition by Western Atlas of the McCullou gh division of NL Industries , Inc . in

fiscal 1988. These transactions provided wireline oil well logging and completion service capa-

bilities and were the main reason for the i m proved performance of these businesses in fiscal

1988. In fiscal 1989, the resource exploration services businesses continued to increase their

activity in the international market even a s the y experienced continued softness in the

domestic market . Higher costs associated with the expansion in the international market

curtailed growth in operating profit .

5<;g ntenf Ope rnt n t~ Profit (S in tni ll ror ts)

S4 3 h



irronhrdi,srrie:,1nr . Finan c ial R evi ew and Anal ys i s (continued)

The Company 's Advanced Electronics segment reported sales of S2 .2

billion i n fiscal t y ; ty compared with sz _ 4 billion in fiscal 1988 and iz . ; billion in fiscal 1987
OOperating profits amounted to s i is5 . 3 million in the current fiscal year compared with s t 2i6 . z

million in fi s cal (988 and stn 6 .j million in fiscal 1987. OOperating profit margins for this seg-

ment improved in fi s cal 1989 as more contracts moved into the production phase and as cost

efficiencies were achieved . The U . S. Government 's Department of Defense is the primary cus-

tomer of the Advanced Electronics businesses . Therefore, cutbacks in funding for defense proj-

ects and increased competition for these projects could affect sales growth in these businesses ;

however, the Compan y believes the segment is well positioned to maintain its market share

and profitabilit v in the defense markets in which it competes.

The Marine Engineering and Production segment continued to report

strong profitability in the current fiscal year. T he Company believes that the solid perform-

ance of this segment will continue in fiscal year 1 y9o due t o construction on new contracts. In

fiscal year i ytiy, t h e acti vity of this segment includes the Company's Canadian Tribal Class

Idet- tr o }rr ) Update and Modernization Project (THUMP), pre v i Ou Sly reported in the Advanced

t .lcitronics segment

Information on bu s iness segments i s p re s ented on pages 19 and 4o

1 . :1zcn,l1tu 1n1it I nc• Lompa n ti• had 5t.069 billion in cash and marketable securities a t lull ' } 1 , l y ti y, tiVhl

L I t I? fhr1 Kosoitrcels represents a slight decrease from the prior yearend amount . Cash requirements for operating

working capital increased in fiscal 1989 compared with fiscal 1988, primarily due to the rapid

growth in the Industrial Systems and Services segment previously discussed . Capital expendi-

tures .vere comparable in fiscal years 1989 and 198,8 . In fiscal 1989, the Company repurchased

1 .4 million shares of its Common stock for cash of $1o4 . ; million under a program, com-

menced in fiscal iy,8b, to acquire up to .} .S million shares of the Company's Common stock .

This brought the total number of shares repurchased under this program to .} .u million for

total cash of s 2 yy million at July 31 . 1989 . lInterest rates increased in fiscal 1989, resulting in

increased interest expense and interest income in the current fiscal year compared with fiscal

iyti4 . At July 11 , ig8y, the Company had unused lines of credit (if ss6o million .1-lic principal

credit facility of a majority-owned subsidiary of the Company has certain limitations as to

use of its funds ( see Note 1) .
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Litton Industries.1m . Financ i al Re v iew and Anal ys i s (continued)

fix and The Tax Reform Act of j y8t, provides for a corporate income tax rate reduction which was
Accounting Issue", phased in over two finial year s : i n the C ompany 's 1989 and 1988 fi scal years, the U .S. s tatutor

tax rate f or the Company was ; .} °'o, and in the 1987 fiscal year, the U . S . statutory rate fo r the

Companv %v a s a compo s ite rate of approximately qs% . There are significant offsets it) the

benefits o f the lower tax rate, in c luding the elimination of the investment tax credit and

changes related t o the method of accounting f o r long-term contracts . The provisions of the

1986 Act restrict the deferral benefits rel a ted to accounting for long - term contract s under the

completed contract method of accounting . The Budget Reconciliation Act of iyh ; further
re s tricts such deferral henefft

Financial Accounting Standards Board Statement No . L)6, Accounting
for Income 1axes ISrAti No . yb), requires a change in the method of accounting for income
taxes for financial reporting purposes . The Company plans to ado p t SEAS No. 96 in fiscal 1991

The impact of the adoption of the neg, standard on the Company's financia l statements ha,
not v p t hNrn d e•te•rniin rJ

i d e'z; p e r Lr t r p l u t/e ' e (5)

149 ~-).1 _ 1,11

Is ti

81- .ti 1 . Suii

share tit i u b a i k (runti b c° r tit -; lia rc ~ M f / r 0 iz~artd ';

47 i/, i?
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Management's Responsibi l ity for Financia l R eporti n g

The consolidated financial statements of Litton Industries, Inc . and subsidiary companies,

and related financial information included in this Annual Report, have been prepared by the

Company, whose management is responsible for their integrity. These statements, which nec-

essarily reflect estimates and judgments, have been prepared in conformity with generally

accepted accounting principles.

The Company maintains a system of internal controls to provide reasonable assurance that

assets are safeguarded and transactions are properly executed and recorded . As part of this sys-

tem, the Company has an internal audit staff to monitor compliance with and effectiveness of

established procedures.
The consolidated financial statements have been examined by Touche Ross & Co ., indepen-

dent certified public accountants, whose report appears on page 41 .
The Audit Committee of the Board of Directors, which consists solely of directors who are

not employees of the Company, meets periodically with management, the independent audi-
tors and the Company's internal auditors to review the scope of their activities and reports

relating to internal controls and financial reporting matters. The independent and internal

auditors have full and free access to the Audit Committee and meet with the Committee both

w ith and without the presence of Company management .

Joseph T. Casey
Vice Chairman and

0ii e f Fmancial Officer

October ia . i48u



)~jr Ended July ~i

i g8q tyNK 198

$5,022,782 S4 .ti6},8y; $4,419,68

3,908,460

5 1 5 , 2 09

204,168

80,425

4,708,262

3,799,614

507,924

189,075

75,398

4 .5-?2,01 i

3,5 t2,5o 5

453,120

149,437

55,594

4, 17o,6 ;6

3 1 4.520 29 1,886 249,033

12 7.095 116,135 110,804

(9 , 15 3 ) (8,5 18) (117)

s 178,272 S i n- . ()I ; S i IS', i iz

$7 .05 sh 3 1 s ; . i n

r

!run lnJu .nies,Mr . Consolidated Statement s of O p erations

thou s and s o f dollars, except per s ham am ount sl

Sales and Servi ce Revenue s

Costs and Expenses

Cost of sales exclusive of depreciation shown below)

Selling, general and administrative

Depreciation

Interest-net ( Note L

Total

Earnings before Taxes on Income

and Minority Interest

Taxes on Income (Note GI

Minority Interest in Earning s of

Con sol idated Sub sidiary ( Note B)

Net E arnings

Net E arnings per Share (Note A)

See aiiompanNmK no t es t o consolidated fi na ncial statements



Irrorl rr,du ;rr2fN.rM Consolidated Balance Sheet s

l u l y 31

109 1gii8sands of do ll ars)

si ,o68 , 7e 1 s 1,140,317

2,053

24,349

437,888

808,537

(5,170)

1,267,657

$5,257,681

z,Oi3
25429

443,349

709442

(4,899)

1 . 1 ? S , 1 jO

b ;,u? . } ,41+3

27

Assets Current Assets

Cash and marketable securities (Note Q

Accounts receivable less allowance for doubtful accounts of s.}3,z5i (1989)

and s4o,gyo (1988) (No te DI

I nventories less progress billings (Notes A and D)

Prepaid taxes on income and other expenses

Tota l Current Asse ts

Property; P l ant and Equipment, Net (Notes A and E)

Goodwill and Other Intangibles, Net of Amortization of s7z,6o8 (1989)

a nd s56,377 (1988) (Notes A and B )

Long-term Inves tments and Other Asse ts (Inc l udes $4,750 (1989)
and $.} .749 (1988) Due from Related Parties)

Total Assets

Liabilities and Current Liabilities

Shareholders' Accounts payable

Investment Payrolls and related expenses

Taxes on income

Notes payable and current portion of long-term obligations (Note C)

Customer deposits and contract liabilities (Note D)

Total Current Liabilities

Long-term Obligations (Note C )

Deferred Taxes on Income and Other Deferred Items

Subordinated Notes and Debentures (Note Cj

Minority Interest in Consolidated Subsidiary (Note B)

Shareholders' Investment (Notes A and F and accompanying statements)

Capital stock

Voting preferred stock-Series B (liquidating preference s8,zt3)

Common stock (shares outstanding: 24,348,754 (1989) and 25,425,153 (19881
Additional paid-in capital

Earnings retained in the business

Cumulative currency translation adjustment

Total Shareholders' Investment

Total Liabilities and Shareholders" Investment

See accompanying notes to consolidated financial sta t ements .

1,060,222

805,275

275,612

3,209,870

1,269,386

451,787

326,638

$5,257,681

s 739,282

277,843

170,461

149,384

437,327

1,774,297

182,128

521,028

1,311,305

so i ,s66

830,339

725,781

i y6,o6o

Z-892.49i

1,235,832

462,5 ;6

481,578

sS ,u74 ,48 3

S 639,335

270,901

153,815

47.147
596,696

1,707,894

198,503

490,852

1, ) 11,305

iyo,S59



LirrO,r1,,, Conso l ida t ed Statements of Sh a re h o ld ers' I nvest m ent

Earnings Cumulative
Retained Currency

in the rranslauun
Business Adiustment

Si41.918 S(2,082)

118.112 -

Balance at Jul y 31, 1986

Net earnings

Cash dividends on Preferred - Series B

( sz.W per share)

Purchase of Common stock

Exercise of employee stock options

Currency translation adjustment

Other capital transactions

Balance at July 31, 1987

hNet earnings

Cash d ividends on Preferred - Series B

( s z .cx> per share)

Purchase of Common stock

Exercise of employee stock options
Currency trans l ation adjustment

Balan c e at MY 31, 1988

Net earnings

Cash dividends on Preferred-Series B
( s z .ou per share)

Purchase of Common stock

Exercise of employee stock options

Currency translation adjus tment

Other capita l transactions

Balan ce at July 31, 1989

((821) - -
( 57.999 ) - (7 78)
18,698 - 298

(5 , 3-4 ) - -

1,1 ; S.37o 2,053 2 5 ,42 5

178,272 - -

(821)

(44,0 16)

709,442

178,21 -2

(82 1)

17H,3561

s8o8,5 t,'

(821)

(104,259)

21,034

12711

S 1 ,2 h - b ;,

(1,404)

326

( 2 499 )
zo,7o6

I. i . ~~8 )

$( i , 170)

22f .

th ou san ds o f d o llars ) Capi t al Stoc k

Total Preferred Common
ihareh o ld e cs' Serves B Par
Inv es tment Par Values ; Value at

s i,uig,8y6 $2,053 s 27,zio

1)8,112 -

(821) - -

122,202) -

1 ; .850 - 292

-' , ;o' - -

441 - i u

1,05 3,781 2 , 053 25,90 ;

t6 ; .o33 - -

Udi t ional
Paid - in
Capital

(z6,6oz)

15,558

q ;t

438,154

(13,205)

18-400

443,349

l62 11

(93 ,y8 3)

587,246

167,033

2 .SU7

4z5

(5,3z4)

(4,899)

( z7I)

.re a .compan~ ins: notes to consolidated tinancia l st atement



Consolidated Statements of Cash Flows

t h ousan d s o f doll a rs)

178,272 167,033 138,112

=04,168 189-075 149,437
34,841 iz8,968 9,935

s (68,923)
25,390

(143,750)
(5 . 1 27)

(Za•o77)
(20,219)

(49,574)

S (zb6,z8o)

S ( 24q,884)

(75,614)

(79,492)
71,358

(7,890)
Z8,o68

(159,369)

S (467.823 )

S (?3 .Sz7 )
(104,020)
iq.z6o

27,402
( 8, z 3 i )
4,382

(55 , 60)

$ 145 hUo I

Z9 •

ton Industries. Lu

Cash and marketable securities at beginning of period

Cash Was Generated by (Used for)
Operating Activities

Net earnings
Items not requiring cash

Depreciation of property, plant and equipment
Provision for deferred taxes on income
Dividends received from unconsolidated finance subsidiaries,

less equity in net income
Increase in operating working capital accounts (see details below)
Other

Cash generated by (used for) operations

Investing Activities
Capital expenditures
Proceeds from sale of investments
Return of capital from unconsolidated finance subsidiaries
Proceeds from sale of businesses
Proceeds from sale of property, plant and equipment
Purchase of long-term investments
Acquisition of businesses, net of cash acquired

Goodwill
Property. plant and equipment
Operating working capital
Other assets acquired and liabilities assumed

Other

Cash used for investing activities

Financing Activities
Purchase of Common stock
Short-term obligations, net
Repayment of long-term obligations
Other

Cash used for financing activities

Resulting in
Decrease in cash and cash equivalents (Note A)
Decrease in other marketable securities

Cash and marketable securities at end of period

Details of Changes in Operating Working Capital
Accounts Which Generated (Used) Cash

Accounts receivable
Inventories
Prepaid taxes on income and other expenses
Accounts payable
Payrolls and related expenses
lazes on income
Customer deposits and contract liabilities

See a<mmpanying notes to co n so lidat ed f i n a n c ial st ateme nt s

Year E nded J u ly 3 i

1989 1988 1987

$1,140,317 $1,229,593 $1,515,556

22, 263

(467,823)
( 2 , 785)

(31,064)

(249,304)
97,461

87, 262
47,054

19,032

(18,435)

(6,976)
(8,654)
(b, 967)
6,814
(4,234)

(36,947)

(104,259)

100, 728
( 17,138 )

17,124

( .3,545)

(33,143)
(38,413)

(7, 556)

$1,068,761

21,765
(i86.28o)

i3,i6i

233,722

(230,082)

37,937

22,898

27,844
(6,635)

( 9 1 ,075)
(z6 ,168)

1,20-5

(7 , 943)
7 , 8 ;6

(264,313)

(57,999)
(9 .<34)

113,537)
22,085

(58,685)

(39,491)
(49,785)

l89•-'6)

s 1 . 1 go, ;li

( 4 , 360 )
(i8s,6oo)

14,304
121,828

(231,771)
62,072

74,845
38,414
(29,043)

(97,220)
(45.399)
(25,579)
28,991

34 8

(224,342)

(122,202)

(19,1 17)
(60,234)
i8,1og

(183,449)

(144,911)
(141,050)

(285,963)

$ i ,2 zq.593
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i rrun Industries..lnc Notes to Con s olidated Financial Statements

Note A: rwrvciPLesoF CONSOLIDATION The accounts of Litton Industries, Inc . and all its majority-owned subsidiaries (the
Significant Company) are included in the accompanying consolidated financial statements . Investments in finance sub-
Accounting sidiaries, which have been substantially liquidated by July 31, 1989, are included on the equity method. All
Policies material intercompany transactions have been eliminated . Certain reclassifications of prior period informa-

tion were made for comparative purposes and for the adoption in fiscal year 1988 of Statement of Financial
Accounting Standards No. 95, Statement of Cash Flows, which superseded Accounting Principles Board
Opinion No . iq, Reporting Changes in Financial Position .

CASH EQUIVALENT,., The Company considers securities purchased within three months of their date of maturity
to be cash equivalents .
At July 31, 19,89 and 1988, cash and marketab l e securities of si,o68,76i,ooo and si,i4o,3i7,ooo, respectively,

included cash and cash equivalents Of $294,177,ooo and S327,320,000 .

EARNINGS P ER SHARE Earnings per share computations are based on the weighted average number of common
shares outstanding and common share equivalents with dilutive effects . There is no significant difference
between earnings per share and fully diluted earnings per share .
Computations were based on 25,111,5 ;0 (1989), 26,272,899 J 1988) and 26,614,689 (ig8 ;) weighted average

s hares and net earnings after provision for cash dividends on preferred stock .

I NV ENTORIES AND LONG-TER,%1 CONTRACTS Inventories of raw materials are general l y stated at the lower of cost
(first-in, first-out method) or market. Work in process and finished goods are stated at average cost . General
and administrative costs are allocated to and included in the work in process inventory of the Marine Engi-
neering and Production segment and certain divisions of the Advanced Electronics segment . Otherwise, gen-
eral and administrative costs are expensed as incurred .
Revenues and profits on long-term contracts are recorded under the percentage-of-comp letion method of

accounting. Major contracts for complex weapons and defense systems are performed over extende d periods of
time and a re subject to changes in scope of work and delivery schedules . Total revenues on these contracts are
necessarily estimated while t he changes are being negotiated and their impact assessed . Any anticipated
losses on contracts are charged to operations as soon as they are determinable .

RESEARCH AND DEVELOPMENT Company-sponsored research and development expenditures are charged to
expense as incurred. Worldwide expenditures on research and development activities amounted to $270 .1 mil-
lion, s2 279 million and s zuy .; million, of which 48%, 35% and 43% were Company-sponsored, in t he years
ended July 31, 1989, 1988 and 1987, respecti%ely.

PROPERTY PLANT AND EQUIPMENT I nvestment in proper ty, plant and equipment is stated at cost. Allowances
for depreciation and amortization, computed generally by the straight-line met hod for financial reporting
purposes, are provided over the estimated useful lives of the related assets .

iNCOMErnxFS The Company provides for taxes in accordance with the standards of Accounting Principles
Board Opinion No . ii, Accounting for Income Taxes . Thus, taxes are provided on the basis of i tems included in
the determination of income for financial reporting purposes regard l ess of the period when such items are
reported for tax purposes. The investment tax credit (ITC) was repealed, with some transitional exceptions,
effec tive January i, 1986. The Company has, fo r financial reporting purposes, deferred recognition of the ITC
each year and continues to amortize ITC as a reduction of the provision for income taxes over the estimated
useful lives of the assets to which the credits apply.



Note A : FOREIGN CURRENCIES The currency effects of translating the financial statements of those non-U .S . subsidiaries
(continued) and divisions of t he Company which operate in local currency environments are included in the "Cumulative

currency translation adjustment" component of shareholders' investment . Currency adjustments included in
the Consolidated Statements of Operations are principally related to transactions and are as follows:

Year Ended July 31
109 1988 1987

$436 S 4 55 :2,699
320 2,4 223 1,904

Currency adj ustment los s
Tax benefit

Note B: On April 30, 1987, the Company and Dresser Industries, Inc . ("Dresser") formed Western Atlas International,
Business Inc. ("Western Atlas") in which they combined the operations and net assets of the Company's Resource
Combinations Exploration Services group and Dresser's Atlas Oilfield Services division ('Atlas") . The Company and Dresser,

in exchange for their contributions of assets, liabilities and stock of certain of their respective subsidiaries to
Western Atlas, each received 50 percent of the common stock of Western Atlas. In addition, the Company
received convertible preferred stock of Western Atlas which gave the Company 70 percent of the total equity
(on a fully converted basis) in Western Atlas . The historical cost of the net assets of Atlas transferred to
Western Atlas at date of amalgamation consisted of property, plant and equipment of siob .5 million, operat-
ing working capital of $55 million and other assets and liabilities of si5 .i million, net . The accounts of
Western Atlas, based on the historical cost of the underlying net assets transferred, have been included
in the Company's consolidated financial statements since April 30, 1987 and the minority interest of
Dresser in Western Atlas has been separately stated .
Several acquisitions were made, primarily in the Industrial Systems and Services segment, during the three

years ended July 31, 1989, which were integral to the Company's long range plan though not financially mate-
rial to the operations of the Company. The acquisitions were accounted for by the purchase method .

Cash and marketable securities (at cost, which approximates market ) consist of the following interest-earning
investments :

Note C :
Cash and
Marketable
Sec uritie s, Debt
and Interest

July 3,

1989 1988

$ 251,594 S 26 3, 58 8

5 29.239 576,781

287,928 299.948

si,o68, 76i s 1 , 1 4 0, 3 17

'Al .

Lrtron Industries . I n,

t housands of do lla rs)

Net currency adjustment (gain) loss $116 s(1,968) S -95

rt vtii Ov PLANS Effective August i, 1986, the Company adopted the provisions of Statement of Financial
Accounting Standards No. 87, Employers' Accounting for Pensions ( :Fns 87), for its U .S . pension plans .
Accounting policies for pensions, including the effect in fiscal year 1987 of adopting ssns 87, as well as poli-
cies for accounting for other retirement benefits, are discussed in Note H .

GOODWILL AND OTHER INTANGIBLES For financial statement purposes, goodwill and other intangibles are genera l ly
amortized using the straight-line method over their estimated useful lives, not exceeding 40 years.

thousands n1 dollars)

f ime deposits and certificates of deposit
;overnment and U .S. Government agency obligations

Other short-term ne¢otiable instruments



Notes payable and current portion of long-term obligations are composed of :Note L: :
(continued) duly 31

1989 1988

S 119 . 1 92. $ 28,940
20,192 r8,20-

f 149 . 3 84 5 37, 1 4'

Long-term obligations consist of the following :

(thousands of dollars)

Year ended July 31
1991
i1992

1993

1994
Years subsequent to July 31 . 1994

S 20,242
4.73 s

Mz73

}•93(3
79,9?h

f lll . ]Sti

( th ou san ds of do llars )

Floating Rate Subordinated Notes Due iooo
i i '/ :°o Subordinated No tes Due 1995
iz '/N% Subord i nated Debentures Due zoo s

s 4 39, 9 5

435,85

4) 005

12
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( thousands o f d o lla rs )

Notes payable to ban k s
Current portion of lo ng -term obl ig a t ion s

(thousands of dollars)

Capital lease commitments (Note E)

Other long-term obligations
Industrial Development Revenue Bonds, with interest based generally on'/ . of
the current prime rate, due to 2008

Pension accruals (other than U .S . and Canadian plans)
Other debt, with average interest at q , i,°o in fiscal years 1989 and 1988, due to 2004

Other long-term obl igations at J uly 31, 1989 mature as follows :

July ti1

ig8q 1988

5 68,972 S 85.583

34,095 35•22"'
39,241 36,701

39.820 40.999

113,156 112,920

s 16 2 , 128 s 198 , 5o 1

fhe balances of Subordinated Notes and Debentures at July ;i, ig8q and 1988 were as follows :

The Floating Rate Subordinated Notes bear interest at a rate of i 1/,% over the three-month London Interbank
Offered Rate, reset quarterly with a minimum interest rate of 5% per annum. At July 31, 1989, the rate was

Interest is payable quarterly on the Floating Rate Subordinated Notes and semi-annually on the
n , /,% Subordinated Notes and the 12"/M% Subordinated Debentures .



Net interest is composed of the following :

Year Ended Ju ly ;1

1989 1988 1987Tho u sands of dollars)

Following are the details of accounts receivable :Note U:
Accounts
Receivable and
Inventories

July-31

( tho u san d s o1 doll ars) 109

U.S. Government long-term contract receivables
sAmounts billed s350,441

Unbilled recoverable costs and accrued profit on progress completed and retentions 90,408
,88240, 849

Other receivables, principally from commercial customers 819,373 609,456

$1,060,222 s 39

t69,799

51,084

220 3

'S

33 -

itton 1nd u stries, In c .

Note C : The Floating Rate Subordinated Notes and the 11 1/z% Subordinated Notes provide for redemption at par at
fcuntirr ucd) the option of the Company on or after July i, 1987 and 1992, respectively, and have no sinking fund provi-

sions. In connection with the izS/H% Subordinated Debentures, the Company is required to satisfy a s24 .Y
million sinking fund requirement annually beginning on July 1, 1996, may make an additional optional sink-
ing fund payment of $36.1 million annually beginning on July i, 1996 and may redeem the debentures at
declining redemption prices beginning at io4 .z°'o of par on July z, 1995 and declining annually to ioo% of par
on July i, Zooo .
Interest expense on the Subordinated Notes and Debentures was $151.4 million in fiscal year 1989, $-143.3

million in fiscal year 1988 and $139 .4 million in fiscal year 1987 .
At July 31, 1989, the Company had total unused credit commitments of $56o million providing for revoly-

inQcredit or term loans .

Interest income 6 10 7,561 S 97, 20 8 $ 109,848
Interest expense ( i8 7,g8B) (i;z,bo6) (i65,44il

Net interest expense s (80,425) s ( ,'S , 39 8 ) s (5 5.594 )1

The Company made interest payments of $171 .6 million, si6q .; million and si62 .8 million in fiscal years
1989, 1988 and 1987, respectively. Capitalized interest costs in each of the three years in the period ended
July 3-1,1989 were not material .

1 988

At July Vii, i98q and 71988, other receiva bles included $305 .5 million and $172.6 million, respectively, of
receivables related to long-term contracts with customers other than the U .S. Government . Of these amounts,
s 177.3 mi llion and $59.7 million represented u nbilled recoverable costs and accrued profit on progress com-
pleted and retentions at Jul y 3-c, 1989 and 1988, respective ly.

Of the sz67.7 mil lion no t billed at July 31, 1989,S221 .3 million is expected to be collected in fiscal year
i99o with the balance to be collected in s ubsequent years, as contract deliveries are made and warranty
periods exp i re .



July 31

1989 it) Ba

Raw materials and work in process
Finished goods
Inventoried costs related to long-term contracts

Gross inventories
Less progress billings, principally related to long-term contracts

Net inventories

$ 476,682

62,93t

6i o,859

1,150,472

(345 .19 7 )

$ 805,275

3 454,025
55,029

556,695

i,o65 .749

(339.96H

S 7-5.78 I

Note E:
Property, Plant
and Eg u ipn : e rif

Investment in property, plant and equipment consists of the following :

J uly 3i

1989 iyriK

s 98, 1 62

754,995
1,297,020

2,150,177

1914,345)

$1,235,812

S 97,259
793,565

1,351,733

2,242,557

(973,171)

s i, s69, 3 86

Less accumulated depreciation

Net investment in property, plant and equipment

Included in the above table are amounts relating to assets utilized under capital leases which had a net book
value of $40 .3 million and $52.2 million at July 31, 1989 and 1988, respectively.

As of July 3z, 1989, minimum rental commitments under capital and noncancellable operating leases were :

(thousands of dollars) Capital Operating
Leases Leases

$ X6 , .}48

19,778
9,458
6,521

3,328

3„ 1!;

s 'N , 2 5 ~

s 18,490
16,317
12,472
9,676
9,816

34,852
i a>,6z3

(i7,874)
BZ, 7ay
113,777)

s btt,y,z

34-
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Note D :
(Continued)

Summarized below are the components of inventory balances :

(thous and s o f doll ars

The amounts included in "Inventoried costs related to long-term contracts" representing general and adminis-
trative costs and production cost of delivered units in excess of anticipated average cost of all units expected to
be produced are not significant .

When the receivable, inventory and progress billings amounts related to any one contract result in a net
credit balance, such amounts are classified in current liabilities as "Customer deposits and contract liabilities."

Total general and administrative expenses charged to inventory during the years ended July 31, 1989 and
1988 were $53 .1 million and $52.6 million, respectively.

(tho u sands of dollars)

Property, plant and equipment, at cost
Land
Buildings
Machinery and equipment

Year ended July ji
1990
t1991
1992

1993

1994
Years subsequent to July 31, 1994

Total minimum lease payments

Less amounts representing interest

Net minimum lease payments
Less current portion of capital lease commitments

Long-term portion of capita] lease commitments



Note P :
Shares
Outstanding and
Shareholders'
Investment

SHARE in FOr nn Anoh
Yea r Ended July 31

1989 1988 1987

410643 41O•643 4io•643

25 , 4 2 5 ,153 25.905,42 6 27,2 19,6o 3

(s .4o4. 66i) (777,796) (l,E, i 6,tfo6)

328,26.z 297,523 Z92,788

- - 9,841

24,3 4 8,75 4 z5,4 Z S,tj3 25,9 5.4 -6

Common stock
Beginning balance
Purchases of Common stock
Exercise of employee stock options
Other capital transactions

Ending balance

35•
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Note E :
(continued)

Rental expense for operating leases, including amounts for short-term leases with nominal, if any, future
rental commitme n ts, was s86.y million, s 8 ;.i million and a6z.8 million for the years ended July 31, 1989, 1988
and 1987, respectively. The minimum future rentals receivable under subleases and the contingent renta l
expenses were not significant .

Capital Stock

Shares OutITandinK
Preferred stock -- Series B

At July 31, 1989, there were authorized izo million shares of Common stock, par value $1 .00 ; 22 million
shares of preferred stock, par value s5 .oo and 8 million shares of Preference stock, par value sz .5o .

No cash dividends were paid on the Common stock in the three fiscal years ended July 31, 1989 .
The Series B preferred stock receives a $2 .00 annual dividend, is not convertible into Common stock and is

redeemable at the option of the Company at s8o .oo plus accrued dividends and, in the event of liquidation, is
entitled to receive $z5.oo plus accrued dividends .

STOCK oPnov INFORMATION The Company has various plans which provide for the grant of incentive awards to
officers and other key employees . Incentive awards may be granted in the form of stock options, stock appreci-
ation rights or restricted stock . Stock options and stock appreciation rights may be granted at not less than
50% nor more than ioo% of the fair market value of the Company's Common stock on the date of grant .

The awards outstanding under the Company's various employee incentive plans at July 31, 1989 and 1988
were stock options to purchase 1,921,396 and 2,233,508 shares, respectively, at exercise prices per share ranging
from $z4_o8 to s9ti .94 for each year. Of these options, 965,765 and 815,873 were exercisable by their terms at
July 31, 1989 and 1988, respectively. During fiscal year 1989, options were granted under these plans to pur-
chase 94,500 shares at prices per share ranging from $35.13 to s8o .oo and options to purchase 351,081 shares
were exercised at prices per share ranging from $28.69 to s76 .o6. During fiscal year 1988, options were granted
under these plans to purchase 492,675 shares at prices per share ranging from $34 .13 to sg8 .y4 and options to
purchase 3?9,56o shares were exercised at prices per share ranging from si8 .9o to $ Sz.56. At July 31, Tg89,
there were 595,879 shares available for grants of future awards under these plans .



Note F: A majority-owned subsidiary (the "Subsidiary") of the Company adopted a restricted stock purchase plan in
(Continued) December 1988. This plan provides for the sale of shares of the Subsidiary's common stock to its key employ-

ees at a price per share of not less than the fair market value of the common stock on the date of sale . Shares
so sold may be repurchased by the Subsidiary upon termination of employment and may be resold to the
Subsidiary by the employee under certain circumstances at the fair market value of such shares at date of sale
in accordance with the terms of the individual stock purchase agreements . A total of 5% of the shares of
the Subsidiary's common stock has been authorized for issuance under this plan . During fiscal year 1989,
i6S,6oo shares were purchased under this plan at a price per share of $20.70 . Such shares were outstanding
at July 31, 1989 .
In December 1988, the shareholders of the Company ratified a Director Stock Option Plan which provides

for the grant of stock options to the Company's non-employee directors . Under this plan, stock options will be
granted annually at the fair market value of the Company's Common stock on the date of grant . The number
of options to be so granted is fixed by the plan . Such options become fully exercisable on the first anniversary
of their respective grant . The total number of shares to be issued under this plan may not exceed 200,000
shares. During fiscal year 1989, options under this plan were granted to purchase 35,000 shares at a price per
share of s6y .y4 . At July 31, 1989, these options were outstanding but not exercisable .

Yea r E n ded Jul y 3 i

109 19xrs 1987

s21 6,988 $ 222,549 s2o4,68i

97.53 2 () 9 ,33? 44 .3 5 2

$314,520 S zy 3, ti ti h $ z4v, "

United St,ur ;
Other nation,

The components of taxes on income consist of the following provisions (benefits) :

Ye a r En ded July 3 1

t housands of dullars1 .q8q 1988 1987

s 779,391 s 2 i 8,i05 s i 7 ,4 i 9
66,2 5 7 1 1517,507) 87,536

63,134 6o, ;98 i o5,()55

13,659
(M575

9,084

15,266
(i8,6ai

$1 10,804

42,265
565

42,830

19,294

1,837

$127,095

21,571

(4 .2SO)
i tt6 , i ;S

36 .
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Note G : Earnings before taxes on income by geographic area are as follows :
Taxes on Income

(thousands of dollars)

United States
Current
Deferred

Other nations
Curr ent
Deferred

State and local, primarily current

Net deferred investment tax credits

40,031
(1,615)

;8 . 4 1 6



The deta ils of deferred taxes, the tax effects of timing differences, are :Note G :
(continu ed)

Long- term contract amounts
Deferred income
Accele r ate d de p rec i ation
Receivable and inventory reserves and expenses
Other items

$ Is 5.690 $( t5y, lz z ) s 83,06 1

The following is a reconciliation of income taxes at the U .S. statutory rate to the provision for income taxes :

Year Ended July } -1
(thousands of dollars) 1989 1988 1987

$106,937 $ 99.241 S 112,065

12,73 4 14,237 8,396
12,23 8 12,188 (871)

(4,542 ) (4.457) (4-4a1)

28 48741 4351

s12 7,095 s 116.335 s110 ,804

jg .q% 44. s° vE f fective t ax rate
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(thousands of dolla rs )

Year Ended Jul y 31 39

89 1988 198,

s(63,1 99) $ (y i ,92 5) s(36,860)
21 . 3 89 (71,408) 48,8z9

15,642 9,405 30,345
9,859 (11,120) 33,496

51 7 5.926 7,251

Tax at U .S . statutory rate
State taxes net of federal benefit
Earnings taxed at other than U .S . statutory rate
Amortization of investment tax credi t s
Other items

Undistributed earnings of non-U .5 . subsidiaries for which U .S. taxes have not been provided are included in
consolidated retained earnings in the amounts of s3i9 million and $336 million at July 31, 1989 and 1988,
respectively . If such earnings were distributed, U .S. income taxes would be partially reduced by available
credits for taxes paid to the jurisdictions in which the income was earned .

The Company made tax payments of $127.1 million, $128 million and s io6.5 million in fiscal years 1989,
1988 and 198], respectively.

Note H : The Company has various retirement and pension plans which cover most of its employees . Total pension
Pension and (income) cost of these plans for the years ended July 31, ig8q, 1988 and 1987 was s(3 . 5) million, sio million
Post-Retirement and si8.z million, respectively. The Company adopted as of August i, 1986 the Statement of Financial
Plans Accounting Standards No . 87, Employers' Accounting for Pensions (sF .as 87), with respect to its U .S. pension

plans. The effect of the adoption of SEAS 87 in fiscal year 1987 was not material to the Company's consoli-
dated financial statements .
Most of the Company's U.S. employees are covered by contributory defined benefit plans under which

employees are eligible for benefits at age 65. Generally, benefits are determined under a formula based pri-
marily on the participant's total plan contributions. The Company's funding policy is to make annual contri-
butions to the extent such contributions are actuarially determined and tax deductible .
The Company has a defined contribution savings plan in the form of a voluntary savings plan for eligible

U.S. employees. This 4oi(K) plan is designed to enhance the existing retirement programs of participating
employees. The Company matches 50% of a certain portion of participants' contributions to the plan . Certain
operating companies sponsor defined contribution plans in the form of profit sharing plans .



Defined benefit plans
6 23.694 S 21,166 S 2 3,719

45,6 75 40,150 36.80 4

{ 1 97,82 5 1 359 (1 5 8,076 )

i i z ,o6i (7u,653) 104,282

( 16, 395) (8,97 6 )

9,388 14,812

3,467 4,207

S (3,540) S 10,041

Net periodic pension income) cost
Defined contribution plans
Non-U .S . pension plans

Net pension (income) cost s 18,197

8 .

Litton h2dii4tries . In

Note H : The Company's non-U.S. subsidiaries also have retirement plans for long-term employees . The most signifi-
(coTttinued) cant of these are the defined benefit plans of the Company's Canadian subsidiaries . At July 31, 1989 and 1988,

the actuarial present value of accumulated plan benefits for the Canadian plans was s46 .i million and $51 .6
million, respectively, of which $44 .8 million and s5o million, respectively, was vested . The assumed rate of
return used in estimating the present value amounts was 6° "U . Liabilities under these plans were fully funded
at July 31, 1989 and 1988. The pension liabilities and related costs of other non-U .S . retirement plans are
computed in accordance with the laws of the individual nations and appropriate actuarial practices .

A summary of the components of net periodic pension (income) cost for the U .S. defined benefit plans and
total pension cost for the defined contribution plans and non-U .S . pension plans for fiscal years 1989, 1988
and 198- are as follows :

Year Ended July 3 1

thousands of dollars) 109 1988 1 9 8 7

Service cost-benefits earned during the period
Interest cost on projected benefit obligation
Actual return on plan assets
Net amortization and deferral

6, 7 2 9
8,03 1

3,437

The projected benefit obligation of the U .S . defined benefit plans was s658 .5 million and s6z7.3 million
at July 31, 1989 and 1988, respectively. The fair value of plan assets, primarily equity securities and U .S.
Government securities, was si,o4i .4 million at July 31, 1989 compared with $913 .6 million at July 31, 1988 .
The unrecognized net transition asset was $171 .4 million and si86.6 million at July 3i, ig8q and 1988, respec-
tively, and the unrecognized net gain was si83 .4 million at fiscal year end 1989 compared with $97.7 million
at fiscal year end 1988 . Prepaid pension cost was $28 .1 million at July 3x, 1989 compared with $2 million
at July 31, 1988.

The accumulated benefit obligation was $584.3 million at July 31, 1989, inclusive of the vested benefit obli-
gation of $559.3 million_ At July 31, 1988, the accumulated benefit obligation was $549 .1 million, inclusive of
the vested benefit obligation of $523.5 million .

Actuarial assumptions for the Company's U.S. defined benefit plans at July 31, 1989 and iy88 included
8 ;/4% for the expected long-term rate of return on plan assets, 8,/,% for the assumed discount rate used
to determine the present value of future benefit payments, and a rate of increase of 5% in future com-
pensation levels .

The excess of plan assets over the projected benefit obligation at August s, ig86 and subsequent unrecog-
nized gains and losses are fully amortized over the average remaining service period of active employees
expected to receive benefits under the plans, generally iS years .

In addition to providing pension benefits, the Company and its subsidiaries provide post-retirement health
care and life insurance benefits to certain retirees of certain operations, generally as a result of union contracts
or acquisitions . The Company recognizes the cost of providing the Company-paid portion of these benefits by
expensing an amount to cover the estimated claims or insurance premiums for the fiscal year . The cost recog-
nized in each of the three fiscal years in the period ended July 31, 1989 relating to these benefits was not mate-
rial to the Company on a consolidated basis .
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Note 1 : Approximately 47%,48% and 58% of the sales and service revenues of the Company for the yea rs ended
Defense Contracts, July 31, 1989, 1988 and i98-,, respectively, were from U .S. Government contracts and subcontracts. Approxi-
Litigation an d mate l y 82% of these revenues for 1989 related to fixed-price type contracts . At July 31, 1989, of the total
Contingencies Company backlog of s8 . ; billion, the amount of worldwide defense contract backlog was approximately

s;.5 billion, of which sb.5 billion has been funded . At July 31, 1988 and 1987, the amount of worldwide
defense contract backlog was s6.6 billion and s i .8 billion, respectively.
As is common with U .S. Government contracts, the Company's U .S. defense contracts are unilaterally

terminable at the option of the U .S. Government with compensation for work completed and costs incurred .
Contracts with the U .S. Government are subject to certain laws and regulations, the noncompliance with
which may result in various sanctions including monetary payments as well as suspension or debarment
from receiving further U .S. Government contracts .
In July i98y, a dispute between an affiliate of the Company and a customer was resolved by, among ot her

things, the substitution of a new s3o million performance guarantee for a previously issued $40 million guar-
antee and the repayment to the Company's affi l iate of the s4o million which the customer had demanded
under the prior guarantee . The new bank-provided guarantee wi ll continue in effect unti l final completion
of the contract and the Company is liable to the issuing bank for any amount paid under the guarantee .
Under the terms of a s ioo million revolving credit agreement between a group of banks and a majority-

owned subsidiary of the Company, the subsidiary is prohibited from making advances or loans which are
not in the ordinary course of business . In addition, dividends declared or paid by this subsidiary cannot in
aggregate exceed $25 million plus 70% of the subsidiary's consolidated net income earned subsequent to
May 1, i98 ; .
There are various litigation proceedings in which the Company is involved . Any liability which the Com-

pany may have under many of these proceedings is covered by insurance . T he results of litigation proceedings
cannot he predicted with certainty ; however, in the opinion of the Company's General Counsel, the Company
does not have a potential liability in connection with these proceedings which would have an adverse material
effect on the financial condition of the Company.

Note J: The Advanced Electronics segment includes navigation and control systems, communications and elec tronic
Business Segment data systems and electronic components operations . The Industrial Systems and Services segment includes
Reporting resource exploration services, industrial automation systems and the computer products businesses . The

Marine Engineering and Production segment comprises the construction and overhaul of naval ships . In fiscal
year 1989, the activity on the Company's Canadian Tribal Class (destroyer) Update and Modernization
Project (TRUMP) contract is reported in the Marine Engineering and Production segment . Prior to fiscal year
1989, this activity, which is not material to the Company's consolidated financial statements, was reported in
the Advanced Electronics segment .
Advanced Electronics sales include stoz million, s84 million and $78 million in intersegment sales for fiscal

years 1989, [y88 and 1987, respectively Intersegment sales included in the sales of the other segments are not
significant . Sales between geographic areas and export sa les are not material. All internal sales and transfers
are based on negotiated prices .
Operating profit for Corporate and Other Amounts includes net interest and currency adjustments . Assets

classified as Corporate and Other Amounts consist primarily of cash and marketable securities and certain
other investments.
The U .S. Government is a significant customer primarily for the Advanced Electronics and Marine

Engineering and Production segments (see Note O.



Note f: OPERATIONS BY BUSINESS SEGMENI

(continued)
--- (millions of dollars)

Year Corporate
Ended United Other and Other

J uly tz St a res Na t i o ns Subtotal Amounts 16tal

1989 63 , 683 s1,328 s5 . oi1 6 12 55,02 ;

1988 1 , ;39 1,308 -3,847 1 7 4 .864

198- 3,3q3 1,004 4,}97 23 4,420

1989 349 107 456 ( 141 ) 315

1988 356 70 426 (134) 214 2

198? 324 0 360 t111j 249

1 989 2,808 798 3,606 1,652 5,258

1988 2,740 478 1,-'18 S,074

198' -',544 470 3,014 ,,867 4,881

4a-

L i tt o n b idu>trrr s, fn r .

Sa l es

Opera t in g profit

Capital expenditures

Depreciation expense

Identifiable assets at year end

OPERATIONS BY GEl7G RA PI l1(' 1K E ;L

~milhons of dollars)

Sales

Operating profit

I dentifiable assets at vear end

Industrial Marine
Year Systems Engineering Co rporate

Ended Advanced and and and Other

July 31 Electronics Se rvices Production Eliminations Amounts l ocal

1989 6 2,233 $1,834 $1,049 $(IO5/ $ 12 $5,023

1988 2 ,3 99 1.6z5 910 187} 1 ; 4,864

1987 2 .13; 1,011 1.130 (81) 23 4.420

1989 1 85 147 127 (3 ) (141) 3 1 5

1988 186 127 114 (1) [134) 292

198; i86 55 121 I2) ~111) 249

1989 77 151 20 - 1 249

1988 100 110 39 - 1 2 Su

1987 13; 97 12 - 1 243

1989 88 94 17 - 5 204

1988 85 82 17 - 5 189

1987 79 48 17 - ; 149

1989 1,512 1, 8 1 3 28 1 - 1,652 5.2 5 8

1988 1,472 1.46-' 294 - 1,856 5.074

198' 1,499 1 , 270 245 - 1.867 4,881
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Won tndj(srne4,1,r, In de p e n dent A u ditors' R epor t

Board of Directors We have audited the accompanying consolidated balance sheets of Litton Industries, Inc . and
:Ul d Shareholders, subsidiary companies as of July 31, 1989 and 1988, and the related statements of operations,
Litton Industries, Inc ., shareholders' investment and cash flows for each of the three years in the period ended
Beverly Hills, July 31, 1989. These financial statements are the responsibility of the Company's manage-
California ment Our responsibility is to express an opinion on these financial statements based

on our audits.

We conducted our audits in accordance with generally 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 disclosures 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, the consolidated financial statements referred to above present fairly, in all

material respects, the consolidated financial position of Litton Industries, Inc. and subsidiary

companies as of July 31, 1989 and 1988, and the results of their operations and their cash flows

for each of the three years in the period ended July 31, 1989, in conformity with generally

accepted accounting principles applied on a consistent basis .

Tom- ?aaa-,s, z~
niche Rr ss & GO

Los Angeles, California

5epre m ner 22, t yxy



(ton lndustrie>,h i , Quarterl y Financial In for mat io n (unaudited)

Fiscal Year 1988 First Quarter

Second Quarter

Third Quarter

Fourth Quarter

s 41 s i .5i

41 si . 5 6

42 s i .6o

dl si . 66

ti lgh t o ts '/ q

Low 64

High 81 1/s

Low 65

High 87'/4

Low 7 t '/4

High 85 V4

Low 73 '/a

S1 , I y]

1,158

1,197

1 .112

$ztz

2 2 S

22)

2 17

42

p illions of dollars, except per share amounts

Fiscal Ivar iyHq First Quarter

Second Quarter

Third Quarter

Fourth Quarter

Fiscal Year i g8q

S al es

$1,229

1,205

1,267

1,122

$ ;, ,, ' 1

pros :

Profit

$zzH

227

238

j iK

s'); I

Net
Net Earni ngs

Earnings Per Share

s 44 s i .bq

43 s 1 .~i

45 s 1 .79

46 s t .86

s, -,ti

l .ommon NucK

High and Low

Ma rk e t Prices

High 76s/r+

Low 7oS/a

High 761/r

Low 68'!H

I hgh 81 '/4

Low 7z1/a

High 91 I/H

Fiscal Year 1988 s . 4 ,!+ 6q stay- si67 s6.33

The Litton Common stock is traded principally on the New York Stock Exchange and the Pacific Stock Exchange
The symbol is " L IT ."

As of September 30, 1989, there were approximately ;,,goo holders of record of the Common stock .
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Virgini a S. Young

Secretary

Theodore F Craver

Rudolf Ern st
Deane E. McCorm ick, Jr.

Walter R . Thiel

43

Board of Directors

Paul Bancroft, III
Independent Venture Capitalist;

Consultant, Bessemer Securities Corp .

/Investment Corn party)

Wallace W Booth

Director or Trustee of industrial ,

Educational and Volunteer Organizations

Joseph T. Casey

V i ce Chairman and C h i ef Financial

Officer Litton Industries, Inc .

Thomas B. Hayward

Pre s id e nt , Thomas B. Hayward

Associates, Inc . (Executive Con sultants)

Orion L. Hoch

Chairman and Chief Executive

Officer, Litton Industries, Inc .

Fred W. O'Green

Chairman of the Executive

Committee, Board of Directors,

Litton Industries, Inc .

Roland O. Peterson

President and Chief Operating

Officer, Litton Industries, Ir :c .

Jayne B. Spain

Consultant; Director o f Industrial

and Volunteer Organizations

C . B. Thornton . Jr.
President, Thornton Corporation

I ,MininK and Private Investments)

James H . Zumberge

President , University of
Southern California

Officer s

Orion L . Hoch

Chairman and Chief

Executive Officer

Roland O. Peterson

President and Chief

Operating Officer

Joseph T. Casey

Vice Chairman and

Chief Financial Officer

Joseph F. Caligiuri

Executive Vice President

Alton J. Brann

Semor Vice President

M . Howard Dingman, J r.

Senior Vice President

Richard D. Fleck
Senior Vice President

Robert H. Lentz

Senior Vice President

Gordon G . Palmer

Senior Vice President

Gera l d J . St . Pe

Senior Vice President

Rudolph E . Lang, Jr.

Senior Vice Presi dent

arid Controller

Carol A. Wiesner

Vice President

and Treasurer

Officers

George E. Boullianne

Vice President

William Bournias

Vice President

Charles S. Bridge

Vice President

Michael R . Brown

Vice President

Francis L. Crowlev Jr.

Vice President

Mathias J . Diederich

Vice President

Richard T. Hopman

Vice President

Di rk Koerber

Vice President

John M.Leon i s

Vice President

Donald A. Lepore

Vice President

Walter P Lukens

Vice President

Thomas J. McGuigan

Vice President

Gerald E . Pokorny

Vice President

Allen E . Powe rs

Vice President

Norman L . Roberts

Vice President

Staff Vice Presidents



rronIndustries, bnt S h are h ol der In for mat io n

Telephone: (zi3) 859-5000

Telex : 67-4991

Te l ef ax: (213) 559-594

Corporate Litton Industries, Inc .

Office., j6o North Crescent Drive

Beverly Dills, California 90210-4867

Transfer Litton maintains its own shareholder records and acts as transfer and paying agent for its Common and Series B

Agent Preferred stock and debt securities. Shareholder questions ma y be directed to:

Inquiries regarding :

your account : 013)859-5049
interest and dividend payments : (zi3) 859-5o6o

securities transfer : (n3) 8S9-SOS 'S

Registrar Security Pacific National Bank

Corporate Services Division

701 South Western Avenue

Glendale, California giio i - z ;q

Common shares of Litton are listed and traded on the New York and Pacific Stock Exchanges under the trading

symbol "LIT ." Shares also are traded on certain exchanges in the Netherlands , Switzerland and West Germany .

Stock

Listing

4-4

Shareholder Services

PO. Box -;q ; ;

Beverly Hills, California gozoq-SS ;S

Form r o-K

Investor

Relations

The Company 's Form i o-K report to the Securities and Exchange C ommission , or additional copies of the annual

report to shareholders, may be obtained with out charge by writing :

Corporate and Law Library

36o North Crescent Drive

Beverly Hills, California go2-co-4 86?

Litton maintains an active investor communications program . Individuals or organizations associated with the

investment community may contact :

Investor Relations

36o North Crescent Drive

Beverly Hills, California 90210-4867

(21i) 859-5921

Quarterly In accordance with applicable policies of the New York Stock Exchange and in accordance with prevailing
Reporting practices of comparable industrial corporations , Litton publishes shareholders ' reports shortly after the close

of each fi sc al quarter.

Annual The annual meeting of shareholders will be held at to a . m . on Thursday, December 7, j 98q, at the University of

Meeting Southern California' s Dav i dson Conference Center, L os Angeles.

' noted in USA Copyright 'L.; 1989 Litton Industries, Ink

fo mex i s a registered t rademark and Horizon, Well D a t a S ystem and M i neral cg ar e t rademark s of Western Atlas International, Inc
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