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To the
Shareholders

An increase of 30 percent in earnings points to a suc-
cessful 1968. The sharp upward trend which started
in the fourth quarter of 1967 continued with the
same momentum during each quarter of 1968. In-
creased sales and higher earnings in every single oil
field service subsidiary accounted for most of the
earnings improvement.

During the year, crude oil production, demand for
petroleum products, and exploration expenditures
for oil and gas increased worldwide at a higher pace
than in any single year of the past decade. The de-
cline inland drilling in the United States was stopped
for the first time in ten years. Offshore activity ex-
panded worldwide, mainly in the Eastern Hemi-
sphere.

The difficult question is to assess whether 1968 is
the beginning of a new oil economic cycle. Is it pos-
sible or even probable that demand for oil products,
crude oil production and capital expenditures for
exploration will increase at an accelerating rate dur-
ing the next five years? The staggering figure of
world demand for oil products projected for 1980
justifies a positive answer.

Results of electronic operations improved over
the previous year. However, profit on sales and re-
turn on investment are not yet satisfactory. Sub-
stantial losses in our French electronic and instru-
ments subsidiary and at our general aviation instru-
ment plant in Wichita, Kansas had an adverse im-
pact on overall electronic results.

Sales and earnings of the Furniture Division im-
proved significantly.

On February 27, 1969, the Board of Directors in-
creased the quarterly dividend to 50 cents per share.
This corresponds to a yearly rate of $2.00 per share
compared to the previous rate of $1.50, an increase
of 33 percent.

February 28, 1969

Jean Riboud
President
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Schlumberger
Wireline
Services

OIL FIELD SERVICES

Schlumberger wireline services reached an all time
record in 1968 for both revenues and earnings.
Service revenue increased 149, compared to an
average 5%, annual increase in the past ten years.

Free world crude oil production doubled during
the last ten years—from 16 million barrels per day
to 32 million barrels per day in 1968. The average
yearly increase was 1.6 million barrels per day dur-
ing this period. In 1968, however, production in-
creased by 2.8 million barrels per day, nearly double
the annual rate of increase during the previous
decade.

To meet the greatly increased world-wide demand
for petroleum products, there were 2200 active drill-
ing rigs throughout the world at year end, or 159,
more than were in operation at the end of 1967.

It is widely predicted by oil economists that
crude oil production must double in the next ten
years, as it has doubled since 1958; this would mean
an annual increase of somewhat more than was
actually attained during the year 1968. If this is
the case, the 1968 rate of increase could be regarded
as the necessary level for the coming years.

The Middle East conflict of 1967, resulting in the
lengthening of supply routes due to the closing of
the Suez Canal, spurred the exploration efforts of
the oil companies in new and untried regions. Initial
exploratory drilling was undertaken in some six of
the recently independent countries of Africa, and
several KEuropean countries. Offshore exploration
moved to the continental shelf area in the South
China Sea, the Sea of Japan and Indonesia. Explora-
tory drilling increased also in many nations of both
North and South America in an effort to increase
their known reserves and to insure higher produc-
tion levels.

The most outstanding discovery in many years
was announced at the Atlantic Richfield-Humble
operations on the North Slope of Alaska, at Prud-
hoe Bay. This arctic area is largely inaccessible
except by airlift, or by tractor-powered sled trains
during the winter months when —50°F tempera-
tures are common. In summer, the tundra is an
impassable bog. The oil companies and Schlum-
berger have accelerated activity this winter in
further development drilling and evaluation efforts
in this vast, potentially rich territory.

The greatest increase of oil production took place
in Libya where a 509 rise pushed the daily produc-
tion to 2.5 million barrels. Active drilling rigs in
operation were doubled over the previous year end,
and resulted in record levels for Schlumberger
activities. It is not impossible that Libya might
become in some years the second largest free world
oil producer after the United States.

Left: Schlumberger Sonic Caliper instrument entering
an otl well through rotary table.







North
America

Although the tragic civil war continued in Ni-
geria, oil companies were actively restoring produc-
tion facilities, and at year end the daily production
was approximately 709, of the pre-war output of
some 600,000 barrels per day. Drilling will also
resume to insure these rising levels of production.

Schlumberger, with operations in more than 50
countries around the world, and a staff of 850 field
engineers of some 30 nationalities, is well equipped
to cope with the growing needs of the oil produc-
ing industry.

During 1968 in the United States:

[] Oil production had a 3.8%, gain to the 9.2 million
barrel per day level.

[] Wells drilled: 30,939—a decrease of 4%,. Recent
yearly decrease has been 10-129,.

[] Footage drilled: 150,012,416—an increase of 29,
as result of continuing trend to deeper wells.

[ Average active rotary drilling rigs: 1170
crease of 39,. Decreases have occurred every year
for the previous ten years.

[] Active drilling rigs at year end: 1345. This com-
pares to 1045 a year ago.

[] Offshore drilling completions were the same as
the previous year. Increases in Louisiana and Alaska

an in-

were offset by decreases in Texas and California.

Schlumberger wireline revenues in the United
States increased 109%. Offshore revenues increased
159%,, and land revenues increased over the previous
year for the first time in four years. Contributing
to these favorable results were:
[] Continued deep drilling in West Texas of 22,000
foot wells.
[] Extensive wildcatting in the Rocky Mountains.
[] Increased sale of cased hole services, largely due
to the wider spread acceptance of the Hyper Jet,
the high performance casing perforator which was
introduced in 1967. Considerable market improve-
ment was experienced in offshore Louisiana and
Alaskan wells.
[] Notable increases in open hole logging sales
through wider use of computer processing. Data
from several logging operations may be rapidly
processed for interpretation by the use of a digital
computer instead of relying on a single log for inter-
pretation. It is estimated that the Schlumberger
Synergetic Log Systems have helped increase logging
revenues by at least 10%.
(] High Resolution Dipmeterincome, whichdoubled
in 1967 as compared to 1966, registered a 50%,
increase in 1968.

The United States oil producers must find 80
billion barrels of new oil by 1980 to maintain the
generally accepted twelve year historical reserve.

Left: Rig floor on the North Slope in Alaska.
Drill pipe 1s covered with vce.
Right: First look at Schlumberger log.
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Central
and
South
America

The change in trend in the oil industry during 1968
indicates that it is moving to accomplish these goals.

During 1968 in Canada:
[] Oil production showed a 69, gain to the 1.0 mil-
lion barrel per day level.
[J] Wells drilled: 2965—an increase of 214%.
[] Footage drilled: 13,283,000—an increase of 49.
[J Average active rotary drilling rigs: 150—an in-
crease of 5%, over 1967.
Schlumberger revenues in Canada improved 109
over 1967 with a corresponding increase in earnings.
The improvement resulted largely from a higher
ratio of open hole services per well drilled. The
Mackenzie River Basin and Delta in the far north
have become more attractive exploratory areas be-
cause of the major oil discovery at Prudhoe Bay in
Alaska. A consortium of Government and private
industry plan to drill more than 15 arctic wells
during 1969.

L] Oil production was 5 million barrels per day, a
rise of 49, over 1967.
[] At year end the number of rotary rigs in active
operation stood at 310, down 59, from 1967.
Although the above facts would indicate a rela-
tively stable period for drilling activity in Central
and South America, actually Schlumberger wireline
revenues increased 149,. The principal reasons for
the increase were the direct result of the introduction
and more extensive use of modern open hole logging
techniques. In particular, greater use of the forma-
tion density, proximity, and the dipmeter services
all contributed to major revenue increases. Net in-
come was also higher. Among the significant opera-
tions in the various countries were:
[[] Increased field development drilling in Venezucla,
although exploration was at a very low level as no
additional areas have been opened for exploratory
work since 1967.
[J Number of wells drilled in Argentina declined by
109 while revenues remained unchanged. Drilling
on recently granted offshore and land leases will
start in 1969,
[] Activity in Colombia increased slightly following
favorable legislation along with the active develop-
ment of the Orito field in the Putumayo area of
South Colombia.
[[] In Brazil both operations and revenues were
fairly stable with increasing attention to offshore
drilling possibilities.
[] Both Chile and Ecuador had increased revenues
due largely to the introduction of newer services.
The only major oil field discovery in all of South
America was found in northeast Ecuador in 1968.

Left: Inspection of Hyper Jet charge in Schlumberger
explosives laboratory at Sandy Point, Texas.

Raght: High-speed x-ray photo of detonating

Hyper Jet charge.
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Eastern
Hemisphere

tivity continued to decline in Trinidad where

at present production areas have been extensively

drilled.

["] The level of activity was the same as during the

previous year in Peru, Bolivia, and the Caribbean,
It is not to be expected that there will be substa

tial increases in Schlumberger activities in these

Tl

regions next year, but oil development will continue
at an expanding rate to meet the rising internal de-
mands for petroleum products in most of these
countries.

During 1968 in Europe, Asia and Africa:
[] Oil production rose by 169, over 1967 to 16.5
million barrels per day.
[] Active rotary rigs in operation at year end were
358, an increase of 149, over the prior year.
Schlumberger revenues from Eastern Hemisphere
operations were 209, higher than in 1967, a record
increase. This improved performance was due to the
substantial buildup in offshore drilling throughout
the area and record oil discoveries in Libya. Off-
shore drilling rigs reached the level of 105, up from
the 85 which were the peak of operations in 1967.
Contributing to these outstanding results were:
[] Expanded offshore operations in the Adriatic Sea
as the result of several gas field discoveries.
[] Increased development drilling in the North Sea
off the United Kingdom, although exploratory drill-
ing was still curtailed because of the lack of agree-
ment between the oil companies and the Gas Council
of the U.K. on the price for gas.
[] In Holland, new government legislation cleared
the way for exploration, drilling resumed, and one
new discovery was made.
[ A hydrocarbon discovery was announced in Nor-
wegian waters, but the commercial value is uncertain
owing to the distance from the Norwegian coast.
Almost all of the various types of technical serv-
ices increased market acceptance throughout the
area during 1968. As in the United States, the intro-
duction of computer processed interpretation
resulted in increased revenues from use of the prox-
imity, density, sonic and epithermal neutron logs.
The High Resolution Dipmeter service was extended
to additional customers. The Thermal Decay was
introduced in Libya and Kuwait during the year.
The very large rise in production in the eastern
area, accompanied by the rise in the number of rigs
employed, parallels the world demand for oil. Con-
tinuing exploration in this area has been exception-
ally fruitful in the past, resulting in the discovery of
huge reserves. Further growth in the eastern area
will take place.

Left: A Synergetic log; colored areas indicate potential
otl bearing zones.

Right: Measurements are recorded on magnetic tape
inside logging truck at the well.







Research
and
Engineering

A great deal of credit for the company’s excellent
record in 1968 is due to new services developed by
Schlumberger research and engineering. More than
$8 million was spent on wireline research and engi-
neering during the year. Three basic areas of inves-
tigation were:

] Logging and wireline testing tools for improved
evaluation and interpretation in the determination
of commercial quantities of oil or gas.

[] Improvement of servicesforwell completion work.
[] Development of better methods or services for
the determination of the causes of declining produc-
tion in a producing well and the improvement of
work-over remedial services so as to facilitate the
maximum recovery of petroleum from the reservoir.

Within these areas specific projects under inves-
tigation were:

[] Induction logging.

[] Spectroscopy.

[] Effect of formation and reservoir fluids on in-
duced gamma rays and neutrons.

[ ] Phenomenon of sound propagation.

[] Effect on current flow of formation fluid and dis-
tribution in the rock pores.

Important developments of 1968 were:

[ Computer processing of logging information stim-
ulated by demand for more comprehensive well eval-
uation.

[] Successful transmission of a well log from Paris
to the research center in Ridgefield, via commercial
satellite, for computer analysis. This demonstration
confirmed the future possibility of obtaining com-
puter-interpreted logs within hours any place in
the world.

Notable developments in logging tools included:
[] Combination Production Logging Tool: This tool
records complete sets of measurements needed to
analyze the producing characteristics of the well.
Flow rate, pressure, temperature, and fluid density
are recorded simultaneously. Series of tests can be
conducted at different production rates to give a
complete profile of performance for each producing
horizon.

[] Through-Tubing Bridge Plug: This tool allows
a water entry to be shut off without halting well pro-
duction. Unwanted water production is eliminated
efficiently at significant cost saving.

[] Thermal Decay Time Log: This tool can locate
oil, gas and water behind a casing. The 114" diam-
eter tool eliminates the need to pull well tubing, so
the service can be run without interrupting produc-
tion.

[] Borehole Televiewer: This tool, developed under
a major oil company license, delineates fractured
reservoirs and detects defects in oil well casings.

Left: In laboratory test well, instrument ts immersed
i emulsion of o0il and water.
Right: Production logging survey in Pau, France.

15






Johnston Testers

Forex

Johnston Testers’ activities are in all phases of
oil-well drilling and completion. The company pro-
vides tools that are lowered on the drill stem or
tubing, rather than by a wireline.

Johnston Testers provide drill stem testing serv-
ices which are a means of testing a potential oil or
gas formation under closely controlled and metered
conditions so as to evaluate the well’s production.
Johnston also designs tools for remedial work:
squeeze cementing tools to shut off water, and
hydraulic jars to assist in the recovery of tools and
liners that have been stuck in the well.

Johnston Testers’ revenues improved by more
than 179, over the previous year. Net income also
showed a significant increase.

The “Bobcat Positrieve Cementer,” a new
cementing tool, was successfully marketed in 1968.
This tool, together with its companion tool, the
“Bobcat Retrievable Bridge Plug,” assures a better
cement squeeze job in a well.

A cement squeeze retainer, which offers novel
features and superior performance is now under-
going field testing. It will be marketed in early 1969,
in combination with a permanent casing bridge plug.

Torex is the largest contract oil well drilling operator
in Europe. Schlumberger has a 669 interest in the
company. The company has fifty-eight drilling rigs;
seventeen for deep drilling, eleven for medium depth
drilling, and thirty for shallow to medium depth
drilling or well servicing. At the end of 1968 practi-
cally all of the heavy or medium size rigs were active
or under contract, as compared to about two-thirds
of the smaller units.

The drilling rigs in 1968 were principally engaged
in operations in three countries: France, Algeria and
Libya. The revenues earned in each country were
roughly equal. The remaining 259 of revenues came
from operations in Nigeria, Gabon, Tunisia, Hol-
land, Morocco and Niger. Activity in Libya doubled
during the year; ten rigs will soon be in operation
there for four of the major international oil com-
panies. In southwest France, five deep drilling rigs
were engaged constantly. This activity was about
the same as the previous year. Operations in Algeria
were about 109, higher than in 1967. Although rev-
enues in Nigeria were only about half of the previous
year as a result of the civil conflict, it is expected
that five out of the six drilling rigs in the area will
resume full time operations very soon. The “Uni-
for,”” a rig operating on a fixed platform in the
North Sea, has kept active throughout the year.
One deep drilling rig started to operate in Iraq.

Forex has a fifty percent interest in Neptune,
which owns and operates three offshore drilling rigs:

Left: A Johnston “Hornet” Squeeze Retainer

used in well completion.

Right: Neptune’s semi-submersible platform Pentagone
81 under construction in Le Havre.
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Plastic
Applicators

Dowell
Schlumberger

Neptune I and Neptune II, Letourneau-type jack
up rigs are drilling in the Adriatic Sea; and Neptune
IV, a tender assisted rig which is drilling in the
Persian Gulf. The construction of a new semi-
submersible drilling platform, Pentagone 81, in
Le Havre, France at a cost of $12,000,000, is pres-
ently scheduled for completion this summer. The
rig will then be moved to active operations in the
Gulf of Biscay on the French coast and will go later
to the North Sea.

Forex revenues for 1968 increased 89, over the
previous year. Net income remained about the same
largely as a result of exceptional expenditures for
reconditioning of drilling equipment. Operations
will continue at the same level during 1969 in France,
while activities in Algeria might decrease. Revenues
from Libya and Nigeria should increase.

Plastic Applicators is a supplier of special plastic
corrosion preventive coatings for equipment and
pipe supplied to the petroleum, chemical and process
industries. Plastic Applicators also performs non-
destructive testing of oil field pipe at field locations.

Sales volume for 1968 increased approximately
189, over 1967 and operations were profitable. Six
new Scanalog units, for non-destructive testing of
casing and tubing, were placed in service during the
year in additional market areas. Scanalog units are
now operating for the oil industry throughout the
southwest, the Rocky Mountains and California.

An industrial products plastic coating plant was
completed and in operation before midyear. Minor
technical problems which developed when the plant
was placed on-stream were solved and full produc-
tion was attained during the fourth quarter of 1968.
Major output of the new plant are KorKap™ prod-
ucts,a comprehensive line of coated electrical conduit
and fittings. KorKap products are distributed on a
nationwide basis and the company is currently oper-
ating with a substantial backlog.

Plastic coating of oilfield tubular goods increased
at a satisfactory rate. Two jet fuel pipelines were
coated by Plastic Applicators for installation at air-
ports. It is expected that other airports will require
this new development for fuel pipeline.

Owned equally by Schlumberger and the Dow
Chemical Company, Dowell Schlumberger performs
services for the oil industry in 25 countries of the
free world. Principal activities are acidizing, frac-
turing, and cementing of formations encountered in
drilling and producing wells. They also offer tech-
nical services such as directional drilling and
formation testing.

There was a substantial growth in revenues in

Left: Electrical conduat fittings coated with Plastic
Applicators KorKap.

Raght: Dowell Schlumberger cementing

unit i operation.
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Vector
Cable

1968 and profits improved correspondingly. Operat-
ing results improved in all countries, with the
exception of Nigeria and Trinidad. In Nigeria,
although oil production is returning to normal, the
level of drilling has not recovered as rapidly. Trini-
dad operations have been adversely affected by
lower drilling levels resulting from a lack of new
oil discoveries.

Expansion of operations to new geographical
areas continues, especially in the Middle East and
Far East.

Major business increase took place in Libya
where all major oil companies employed Dowell
Schlumberger for well stimulation. The North Sea
operations expanded with company-designed frac-
turing programs and availability of specially de-
signed turbine powered pumpers to handle difficult
fracturing jobs. The largest frac job ever performed
in Algeria, involving some 4,000 hydraulic horse-
power, was successfully completed.

Vector Cable continued to be profitable although
revenues and profits were less than in 1967. Lower
sales of geophysical cables, start-up costs of a new
plant in Glendale, California, and a wildcat strike,
all contributed to the decline.

Nearly one-third of Vector’s revenues come from
logging cables used in wireline services for oil wells.
Such cables are used to transmit data from wireline
tools in the well to the surface. Orders for logging
cables are now at an all-time high.

The company also supplies cables for specialized
purposes such as nuclear testing. As an important
supplier of cables and connectors for undersea re-
quirements, deep-diving submarines, and under-
water oil-well completions, Vector has a growing
market opportunity in oceanography.

Vector recently supplied the U. S. Navy with an
8,000 foot long 1.5 inch diameter steel double-
armored cable for use in the Sealab project.

Current engineering programs are designed to im-
prove the capability of cables and connectors to
withstand abnormal temperatures and pressures
and to resist intrusions by gas and water.

Continued improvement in the automation of
the extruding, cabling, and armoring production
machinery will result in higher quality cables and
increased production at lower costs.

The cable manufacturing plant in Glendale will
supplement the capabilities of the Houston opera-
tion. The 100,000 sq. ft. building was leased August
1. West Coast sales and repair operations will be
concentrated there, and cable assemblies for use in
oceanography, nuclear tests, and deep submersibles
will be manufactured in this plant. After staffing
and training, full operations will start early in 1969.

Left: Vector connectors, feed-throughs, and cable
terminations for oceanography.
Right: Automated extruding machine at Vector plant.
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EMR

ELECTRONICS AND INSTRUMENTATION

The electronics industry in the United States con-
tinued to expand in 1968 with an over-all increase
of about 79, in revenues. Consumer electronics, fol-
lowing a disappointing year, recovered better than
forecast, and recorded slightly more than 79, in-
crease. Government and military electronics ex-
penditures showed an increase, primarily due to the
heavy requirements for electronics in the Vietnam
conflict. Government and industrial-commercial
electronics gained about 7%,. In electronic compo-
nents manufacturing there was a leveling as no rev-
enue gains were made over the prior year.

The six companies comprising the electronics and
instrumentation activities of Schlumberger pro-
duced combined revenue increases of 79, Con-
sumer electronics in Schlumberger accounted for
the major part of the growth. Other sectors of
Schlumberger electronics equalled industry growth.
Although non-military space expenditures suffered
a sharp drop, Schlumberger increased its share of
this business and achieved a modest gain.

EMR designs and manufactures data acquisition
and processing equipment, scientific digital com-
puters, and photoelectric devices. Total revenues
continued upward following higher computer and
telemetry product sales. Operational improvements
substantially reduced losses compared with last year.

Higher EMR Computer orders reflect market en-
dorsement of the real-time EMR 6130 computers.
Over 40 computer systems, including all models,
were delivered during the year. Gulf Research and
Development and Humble Oil took first deliveries
of a new DSF-16 seismic preprocessing system in-
corporating 6130 computers. Environmental Science
Services Administration—which includes the former
U. S. Weather Bureau—placed a large computer/
telemetry order for a system to process weather
satellite data.

EMR Hatboro has placed on the market an ad-
vanced transfer function analyzer instrument for
dynamic analysis applications. By year end, there
was a substantial backlog.

While volume remained stable at EMR Photo-
electrie, the order backlog at year end was nearly
double last year and profits rose significantly. Em-
phasis has progressively shifted from civilian space
programs to military-sponsored engineering activi-
ties, principally in night-vision technology.

First orders have been received for a radically
improved detector which has resulted from a com-
pany-sponsored program on glass fiber technology.
Called a channel multiplier, it performs like a multi-
plier phototube of very small size.

Left: EMR image tube for data gathering.
Right: Solartron and EMR system for the British
Black Arrow aerospace project.
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Weston
Instruments

EMR Te try showed an increase in large con-
tract awards and considerably improved its profit-
ability in 1968. Revenues from EMR's hardware
and software telemetry/computer s
than doubled. Sales of proprietary high-powered
S-band and L-band telemetry transmitters
od significantly over the preceding year.
SMR received a multimillion-dollar contract to
provide telemetry for NASA’s Project Airlock. Air-
lock is the system that will mate an Apollo space-
eraft with a spent Saturn rocket as an orbiting sci-
entific laboratory.

An outstanding success was scored by the EMR-
built instrumentation in the Orbiting Astronomical
Observatory launched by NASA last December.
This program was directed by the Siithsonian In-
stitution.

@

Rz

ms Imnore

Weston Instruments produces analog and digital
meters, aireraft instruments, and other electronicin-
strumentation. Revenues remained near 1967 levels.

Emphasis was concentrated on three major new
product areas and plant facilities were upgraded to
assure higher produet quality. New product arveas
included instrumentation for the Boeing 747, expan-
sion of electronic Digital Panel Meters introduced in
1967 and addition of a new Ribbon Indicator to the
optical meter line. The latter provides a bar-graph
reading like a liquid-filled thermometer.

At Newark, new assembly benches with built-in
filtered airflow systems allow an open work area to
be as uncontaminated as a typical clean room. The
installation has already improved product quality.

Weston introduced the first Digital Panel Meter
last year and gained a lead in this new product area.
First generation units are being delivered in pro-
duction quantities. This success attracted competi-
tors but Weston has already initiated design of a
second generation of Digital Panel Meters. This new
line of smaller and less costly instruments is ready
for marketing.

In addition to Weston Sales/Servicenters in Los
Angeles and Chicago, two new centers were estab-
lished—one in Philadelphia and the other in Newark.
Weston Sales/Servicenters provide rapid local serv-
ice for repairs, and offer simple product modification
services on special orders or small quantity require-
ments.

New accessories have been added to the Con-
tinuously Variable Oscillators and Variable Fre-
quency Standards produced at Weston Instruments
at Lexington, Mass., assuring a more competitive
and general-purpose group of instruments.

Left: More than 50 Weston instruments are used
in the Boeing 747.

Right: Inspection of Weston meter for

Apollo 8 Moon shot.




¥ ‘QQ‘ o

4 & st
IR0

N




Weston
Components

Weston Components provides large-scale production
of complex electronic and mechanical equipment
under contract, and markets lines of trimming
potentiometers, industrial x-ray gages, and control
system components. Total revenues remained at
1967 levels. At year end total backlogs remained
high. Continued investment in automated produc-
tion and test equipment was made to reduce costs.

Weston Components maintained its impor-
tant position as a subcontractor for nuclear control
instrumentation for the U.S. Navy Nuclear Fleet
Program. Significant orders were received during
the year.

A major contract was received from the U.S.
Army for computer logic test sets, created a new
area of production capability.

Orders for XactRay Industrial Thickness Gages
were above the average rate. Gages for a com-
puterized hot mill system were shipped to
Bethlehem Steel at Burns Harbor, Indiana. Out-
standing performance of the Weston gages at this
plant resulted in a second Bethlehem Steel installa-
tion in Maryland. There was also continued market
penetration for similar gages in the aluminum in-
dustry, both domestic and foreign.

Production started on the Bathythermograph
Recorder for the U.S. Navy PC-3 antisubmarine
aircraft. An initial contract for mechanical assem-
blies used in shell fuzes was satisfactorily performed
and follow-on production contracts have been signed.

Weston Transicoil experienced growth both in
sales volume and profits. This Weston operation
worked closely with the Federal Aviation Agency

its Route Traffic Control Program to develop
antenna servo cquipment now being installed at all |
major airports throughout the United States. i
|
I
Left: Weston Transicor! triple tandem resolver for |

Polaris guidance system.
Right: Weston subminiature trimming
potentiometers.
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Heath

This Company is the world’s largest producer of
electronic equipment in kit form. Heath experi-
enced another record year both in sales and profit.
While mail orders increased substantially, retail
store sales showed a similar increase. New stores were
opened in Seattle, Washington and Redwood City,
California. The existing stores, 11 in the United
States, three in Canada, two in England, and one
each in Germany and France, all had important
sales increases.

Most major product lines shared in the sales
growth. Of particular interest was the successful
introduction of Heath’s first radio remote control
system kit to guide model airplanes.

Additional optional equipment was added to the
Heath color TV kit line during 1968. Heath is the
only company to offer such a kit product to the
consumer market and many independent reviews
rate the Heath color TV set as better than factory-
assembled models. The color TV wireless remote
control kit was added to the line in 1968.

The audio product line, both stereo and mono,
continues to be a major contributor to Heath’s suc-
cess. Two new stereo compact units were introduced
and the tuner and amplifier of the highly successful
AR-15 receiver can now be purchased as separate
components.

Since the first introduction in 1947 of test instru-
ment kits, they have become a significant part of
Heath business. Instrument sales showed large gains
in 1968. Modern equipment for radio and T'V service-
men was announced, augmented by improvements
in a number of popular instruments such as oscillo-
scopes, voltmeters, and power supplies.

During the year, the plant expansion program
initiated in 1967 was completed. The new plant is
equipped with computer-controlled warehousing of
the thousands of electronic components used in
producing over 300 different Heathkit models. In
September 1968, construction was started on a
14,600 square foot office addition.

Left: Heath digital training instruments for
schools, laboratories, and industries.
Right: Heath radio remote control unit for model airplane.
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Solartron

Solartron designs and markets a large line of test
and measuring instruments, data loggers, computers,
and radar simulators.

In 1968 revenues were 259, above those for 1967;
this sales increase, together with a reduction in the
cost of manufacturing, resulted in profitable oper-
ations. Overseas orderswere 309, higher than in 1967,

Cost reduction achieved when electronic produc-
tion was consolidated at Farnborough has been
further improved.

The British Ministry of Technology contracted
for additional ground check-out telemetry equip-
ment for the Black Arrow communications satellite.
The total value of such equipment, which uses EMR
computers and telemetry, is in excess of £400,000.

Additional Data Loggers were ordered by British
Aireraft Corporation for use in analyzing engine per-
formance on the Concorde supersonic jet transport.

The product line was expanded during the year
by the addition of new models of digital voltmeters
and two new data logger data acquisition systems.

The British Army has ordered the new Direct
Fire Weapons Effect Simulator, which uses a laser
beam and telemetry for the training of tank gunnery
crews. Realism is achieved under field conditions
with savings in ammunition.

The Ministry of Technology established a British
Calibration Service entitling approved companies
to calibrate and certify equipment to Giovernment,
standards. Currently, Solartron is one of the two
companies in the UK to receive Ministry certifica-
tion for direct current and low frequency measur-
ing instruments.

The Tangential Fan Division at Milford Haven,
South Wales, produces space heaters, exhaust fans,
and mini-fans. This operation has experienced excel-
lent sustained growth resulting in the doubling of
revenues and profits during the last three years. A
plant expansion was completed and occupied in 1968.

Left: Solartron Video Map picture.

Right: General view of control tower at London
Airport, showing Solartron Video Maps. Over 200
instruments are in operation in 34 countries.
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Societe
d’Instrumentation
Schlumberger

European
Marketing
Division

Société d’Instrumentation Schlumberger produces
industrial and laboratory instrumentation, includ-
ing transducers, indicators, recorders, digital instru-
ments, analyzers and professional audio equipment.

In a year of disappointment for the French econ-
omy, SIS experienced reduced revenues. The general
strike in France during May-June had an adverse
impact on operations. However, at year end the in-
coming order rate had recovered and the sales back-
log was very nearly the same as at the beginning of
the year.

SIS has started work on solid state transducers
with the employment of a small well qualified group
of physical scientists. An advanced development is
a precision semiconductor pressure transducer.

Development was largely completed on an auto-
mobile exhaust fume analyzer. The unit is of com-
pact, portable design for simple, fast and accurate
analysis in automotive repair or service locations.
Production units are presently being evaluated by a
major French automobile manufacturer.

A new Tolana instrumentation tape recorder for
multitrack magnetic recording of telemetry data
was introduced during 1968. First performance data
from the field indicate good customer acceptance.

As part of the long-range operational plan, the
project for constructing a new company plant in
Villacoublay near Paris was started in mid-year.
Detailed surveys were completed and approved by
French authorities. Construction is under way. The
175,000 square foot facility will be completed late
in 1969. Apart from the two separate operational
units for industrial control and audio equipment
activities, all SIS Paris area operations will be con-
centrated at Villacoublay.

Revenues of the European Marketing Division of
Schlumberger Electronics and Instrumentation
were 239, higher than in 1967.

The sales of Schlumberger electronic products in
the principal countries of the Common Market are
directed by EMD.

Orders during 1968 improved in all European
countries except West Germany where they were
at last year’s levels.

An important contribution of EMD has been
to promote the general acceptance of Schlumberger
in Europe as a major factor in the electronies and
instrumentation field. Sales of transfer function
analyzers, data loggers, and frequency synthesizer
instruments have increased as have sales of telem -
etry and data-processing equipment. Noteworthy
results also have been achieved in sales of industrial
gages for heavy industry.

Left: Assembly of solid-state strain gage transducer at
Société d’ Instrumentation Schlumberger.
Right: An SIS automobile exhaust analyzer.
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FURNITURE DIVISION

The furniture division had a 239, sales increase
over 1967 and profits showed an even greater rise.
Daystrom had a very significant improvement in
operating results and Virtue was profitable. Both
companies exceeded the furniture industry’s 109,
increase in sales in the United States.

Daystrom Furniture in South Boston, Virginia
and Virtue Furniture in Compton, California both
manufacture dinette sets. Other products include
commercial tables and chairs, and furniture for
school and college classrooms and dormitories.

The improvement in manufacturing efficiency
and large production runs helped to offset the rising
costs of materials and labor at both plants, and
profit margins increased.

Daystrom and Virtue have broadened the scope
of their market by the introduction of wrought iron
furniture, buffets and chests. These additions and
new designs using polymer resins such as styrene
and urethane, should enable them to continue to
exceed average industry growth.

Development is underway at both plants for
greater use of plastic materials as well as the pro-
cesses or methods for producing these materials. In-
dustry sources estimate that by 1975 some form of
plastic will be the most widely used material in
furniture manufacturing.

During 1968, Daystrom added 60,000 square feet
of warchouse space at South Boston, Virginia for
storing raw materials and finished goods. Virtue
plans to build a similar warehouse facility in 1969.
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Mr. Dake was for ten years a partner of Cresap,
MecCormick & Paget.

On February 27, 1969, the Board of Directors
elected:

Ame Vennema, Chairman of the Executive Com-
mittee.

John E. Rhodes, Executive Vice President in
charge of electronics and instrumentation.

Herbert G. Reid, Controller and Chief Financial
Officer.

Mr. Vennema joined Schlumberger in 1937 and
was elected Executive Vice President in 1962. Mr.
Rhodes joined Schlumberger in 1963 as Controller
and was elected Vice President-Finance in 1966.
Mr. Reid joined Schlumberger in 1968 as Controller.
He was formerly Financial Vice President of Inter-
national Flavors & Fragrances, Inc.

On March 1, 1968, Dr. J. P. Magnin was appointed
President of Electro-Mechanical Research, replac-
ing Mr. Gordon Sloughter.

On December 11, 1968, following retirement of
Mr. Seydoux, the following appointments were
made in our European subsidiaries:

Roland Génin, previously President of Dowell
Schlumberger was elected President and Chief Ex-
ecutive Officer of Société de Prospection Electrique
Schlumberger and Schlumberger Overseas.

William J. Bowen was elected President of Dowell
Schlumberger. He was formerly Vice President
Operations of Schlumberger Overseas.

René Seydouz
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Taxes
on Income

Capital
Expenditures

Dividends
and
Capital Stock

Electronic revenues improvement was attribut-
able mainly to significant increases at Heath and
the EMR Computer division. Volume was disap-
pointing at Weston, where sales were about equal to
the previous year. SIS sales were lower, mainly due
to the adverse impact of the civil disruption in
France.

Revenues shown as “other income” aggregated
$9.5 million, about $1.6 million higher than the
previous year. The increase is mainly from im-
proved earnings of 509, owned companies, and better
yield from short-term investments. These improve-
ments more than offset the 1967 non-recurring cap-
ital gains on sales of securities and real estate.

The effective income tax rate was 409, compared
to 399 in 1967. The effect of the United States 109,
tax surcharge is reflected in the current year; this
was substantially offset by the favorable impact of
increased business in low tax rate areas.

Fixed asset additions in 1968 were $39 million
compared with $35 million in 1967. In 1968, $28
million was for oilfield plant and equipment and
$11 million for manufacturing plant and equipment.
Depreciation expense in 1968 wids $29 million com-
pared to $27 million in 1967.

In April 1968 the quarterly dividend payment was
increased 259, to an annual rate of $1.50 per share.
During the year 50,000 shares of treasury stock
were purchased and 88,062 were sold to employees
under stock option plans. At year end, 267,256
shares remained in the Treasury. Additional pur-
chases of treasury shares have been made in 1969
and may continue at the company’s discretion.

Fixed Asset Additions

and Depreciation

==

45

$ Millions
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Schlumberger Limited
(Sehlumberger N.V., Incorporated in the Netherlands Antilles)
AND SUBSIDIARY COMPANIES

Consolidated
Statement
of Income

Consolidated
Statement of

Stockholders’

Equity

Revenues

Sales and services. ............ ... .. ... e .
Other income. ... .. R R R R B S I

Expenses
Cost of goods sold and services. ............... i 4
Research and engineering. . ......................
Marketing. . .......cco000nn. L TR § BETE GUE BeR
General........................ e
Taxes on income. .. .

Netlncome . ... ... ... ... ... ... ... ... .. .......

NetilncomePerShare ... ........................

*Restated for comparative purposes

Balance at Beginningof Year ..........
Cost of shares (1968—50,000; 1967—30 400)
reacquired. . .............. A
Proceeds from sale of shares (1968—88 062;
1967—31,575) to optionees. .

Exchanged 97,929 shares for shares of Forex
and busmess of Plastic Applicators..............

INEE-AHEOIAC: = s s winse © e o s Dot st & & S vt @ -

Dividends declared (1968 —$1.50 per share;
1967—81.20) . ... oo ..

Balance atEndof Year ..........

See notes to financial statements

Year Ended December 31
1968 1967
(Stated in thousands)

$409,085
9,535
418,620

267,586
20,434
24,251
37,966
27,335

377,575

$ 41,045

Common stock

Income retained for
use in the business

1968 1967 1968 1967
(Stated in thousands) (Stated in thousands)
$55,803 $237,769
(373) (4,766)
3,427
41,045
(112589)
$58,857 $262,459




Schlumberger Limited
(Schlumberger N.V., Incorporated in the Netherlands Antilles)
AND SUBSIDIARY COMPANIES

Consolidated
Balance
Sheet

ASSETS
Current Assets

Short-term investments, at cost (approximately market)

Receivables, less allowance for doubtful accounts
(1968—%$1,890; 1967—$1,701) . . . . ...t

Inventories, at costorless. .........coooiviiiiinn
Other current gs88t8. ... - vous & a8 565 & 555 5 Wos §ok & 0% o o

Investments and Long-Term Receivables..............
Fixed Assets, at cost less accumulated depreciation. . ...
Intangible Assets, less amortization. . .................

Other AsSSetS . . . ... .o

LIABILITIES AND STOCKHOLDERS’ EQUITY

Current Liabilities

Accounts payable and acerued liabilities. . ......... ...
Estimated liability for taxes on income. ..............
Bank loans. ...
Dividend payable. . ...

Other'Liabililies: . ... oo 5 500 5 sen waven wam s s & o o vars o

Minority Interest in Subsidiaries. .. ...................

Stockholders’ Equity

Common stock outstanding (1968—7,733,124 shares;
1967—7,695,062 shares) ..ot
Income retained for use in the business. ..............

See notes to financial statements

December 31

1968

1967

(Stated in thousands)

$ 12,510 | 8 11,791
94,212 62,879
86,713 80,755
84,113 77,166
3,145 3,269

280,723 235,860
19,035 17,182
126,442 120,015

7,590 10,179
2,731 1,581

$ 45,984 $ 42,048
22,703 15,869
25 557 9,086
2,002 2,309
97,146 70,212
11,219 14,570

6,340 6,463
115,205 01,245
58,857 55,303
262,459 237,769
321,316 293 572
$136,521 | $384,817
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Schlumberger Limited
(Schlumberger N.V., Incorporated in the Netherlands Antilles)
AND SUBSIDIARY COMPANIES

Consolidated
Statement
of Source

and
Application
of Working
Capital

Principles of
Consolidation

Taxes on
Income

Source

Application

Additions to fixed assets, less retirements. . . ... ...
Business acquisitions and investments. .. ... .. ...
Treasury stock (purchases less sales to optionees) . .
Dividends declaved........................ .. ..
Allother, net.............. ... ... .. ... ... . ..

Net Increase in Working Capital

See notes to financial statements

NOTES TO FINANCIAL STATEMENTS

The consolidated financial statements include all
majority-owned subsidiaries. Minority interest of
$0.6 million in 1968 net income ($0.8 million in 1967)
of less than wholly-owned consolidated subsidiaries
is included in general expenses. All items recorded in
currencies other than United States dollars are trans-
lated at current exchange rates except for fixed assets,
investments and inventories which are translated
at historical rates.

Approximately 559, of revenues in 1968 and
about 609, of net assets at December 31, 1968 were
in the United States.

Since dividends of subsidiaries are generally paid to
the parent company out of current earnings, no pro-
vision is deemed necessary for income taxes which
would be payable if any portion of the retained
income of subsidiaries were to be remitted.

Operating loss carryforwards available to certain
foreign subsidiaries as deductions from their future
income, if earned, amounted to $15.1 million at
December 31, 1968. Of this amount, $1.5 million
expires in 1970, $4.0 million in 1971 and $3.1 million
in 1973. Substantially all of the remainder can be
carried forward until used.

Estimated liability for taxes on income includes
approximately $10 million at December 31, 1968 for
possible additional assessments, compared with ap-
proximately $7 million at December 31, 1967.

Year Ended December 31

1968

1967

(Stated in thousands)




Stock
Options

Common
Stock

Fixed
Assets

Supplementary
Information

Transactions under the stock option plans during
1968 were as follows:
Number of shares

Under  Available
Option for Option

At January 1, 1968......... 226,837 44,375
Five year options granted at

$110 to $135 per share

(1009 of market value).. 45,800  (45,800)
Options exercised at $27 to

$58 per share............ (88,062)
Options cancelled or

terminated.............. (2,287) 2,287
At December 31, 1968. . .. .. 182288 862

The 182,288 shares under option at December 31,
1968 were held by 86 officers and key employees at
option prices ranging from $40 to $135; options for
102,599 shares were exercisable at that date. The ex-
ereise of all options granted would have no material
effect on the calculation of net income per share.

Common stock is carried at the stated value of
issued shares increased by proceeds from sales of
treasury shares and reduced pro-rata for shares
reacquired. Any excess of cost of reacquired shares
over the pro-rata amount is treated as a reduction
of income retained for use in the business. At
December 31, 1968 and 1967, there were 20,000,000
authorized shares of U.S. $1 par value each. At
these dates there were 8,000,380 issued shares of
which 267,256 and 305,318 shares, respectively,
were held in Treasury.

A summary of fixed assets follows:
(Stated in millions)
December 31

1968 1967

Lttt sorais wam 5o ws 98 505 55 $ 74 $ 7.0
Buildings & Improvements.... 67.0 65.3
Machinery & Equipment . . ... 224 4 203.3
Total Cost............ 298.8 275.6

Less Accumulated Depreciation 172.4 155.6
$126.4 $120.0

Depreciation of fixed assets is recorded by declining
balance or straight-line methods over the estimated
useful lives of the assets.

Short-term investments are collectible mainly in
United States dollars.

Interest income was $5.2 million in 1968 and
$3.6 million in 1967. Interest expense in 1968 was
$1.9 million and $1.4 million in 1967.

Inventories are stated primarily at moving aver-
age or standard cost, less allowance for obsolescence.
At December 31, 1968, they comprise $23.7 million
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Opinion of
Independent
Accountants

of operating materials and supplies for oilfield
services and $60.4 million applicable to manufacture
of electronic equipment and other products.

Investments include $14.4 million representing
investments in 509;-owned companies which are
carried at Schlumberger’s share of net assets; 509
of the earnings of these companies are included in
“other income”. Other investments are stated at
cost.

Intangible assets represent largely the excess of
investments in consolidated subsidiaries over re-
lated tangible assets. Intangibles related to invest-
ments prior to 1966 are being amortized in the main
over ten-year periods. On subsequent investments,
intangibles are not amortized unless and until such
time as the value is deemed to have diminished.

The company and its subsidiaries have several
pension and other deferred benefit plans covering
substantially all officers and employees, including
those in foreign countries. Total expense of such
plans in 1968 was $6.9 million and in 1967 $6.7
million. Pension plans are fully funded with trustees
in respect of past as well as current services.

Price Waterhouse & Co. 60 Broad Street
New York 10004
February 14, 1969

To the Board of Directors and Stockholders
of Schlumberger Limited:

In our opinion, the accompanying consolidated bal-
ance sheet and the related consolidaled stalements of
income and. stockholders’ equity and the consolidaled
statement of source and application of working capital
present fairly the financial position of Schlumberger
Lamited and 1its subsidiaries at December 31, 1968,
the results of their operations and the supplementary
information on source and application of working
capital for the year, in conformity with generally
accepled accounting principles applied on a basis
consistent with that of the preceding year. Our ex-
amination of these stalements was made in accordance
with generally accepled auditing standards and ac-
cordingly included such tests of the accounting records
and such other auditing procedures as we considered
necessary in the circumstances.

e Ftoboe 5= &




Schlumberger Limited
(Schlumberger N.V., Incorporated in the Netherlands Antilles)
AND SUBSIDIARY COMPANTIES

Five-Year
Financial
Summary

1968

For the Year— (Stated in millions)
Sales and services. .. ... $409.1
Research and engineering (V... ... ... ... 20.4
Toaxes on IMEOTHE . « v & s s s it 16 sowos % aisms 27.3
NEL THEOME. - vs 507 5o ¥ ums & 556 16756 3 3 e 41.0
Cashflow........... ... ... ... ... ... 72.7
Plant and equipment additions. . . ......... 39.2
Depreciation of fixed assets................ 29.1
Amortization of intangible assets........... 2.6
At December 31—
Cash and short-term investments. . . ....... 106.8
THEHtOTIEE = e 5 visn wa & wims @ wors = s @ s o 84.1
WOEKINE CADIEAL. ... .6 & o » s osioss 5 5o ¥ 5758 4 183.6
Currentratio........... ... ... ... ... ..... 2.9
Plant and equipment—

Gross book value. ... . ovi s san e snes s s 298.8

Accumulated depreciation............... 1724

INet:Book: VAR wu 5 saw & so 5 59 5 g s 3 126.4
Stockholders” equity. .. ....... ... ... ... 321.3
(1) 1964-1967 Restated for comparative purposes
Average shares outstanding (thousands)*. ... 7,719
Net income per share®. ... .. ¢ 3 G HE ¢ B S $5.32
Dividends paid per share®. ... .. S5 6 B § R 8 $1.43

*Adjusted for three-for-two stock split in March, 1966
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