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Motorola, Inc. is one of the
world's leading manufacturers of
electronic equipment, systems
and components produced for
both United States and
international markets. Motorola
is one of the few end-equipment
manufacturers that can draw on
expertise in both semiconductor
technology and government
electronics.

The Communications
Sector designs and
manufactures two-
way radios, pagers
and other forms
of electronic
communications
systems for
agriculture,
commercial business,
construction, education,
state, local and federal
government and health care
markets, as well as for indus-
trial, mining, petroleum,
radio common carrier, tele-
phone, and transportation
companies and utilities.

The Semiconductor
Products Sector designs
and produces a broad line of
discrete semiconductors and
integrated circuits, including
microprocessors, microcom-
puters and
memories,
to serve the
advanced

systems
needs of
the com-
puter, consumer,
automotive, industrial,
federal government/military
and telecommunications
markets.

The Information
Systems Group combines

the capabilities of Codex
Corp. and Universal Data
Systems to provide all the
elements for distributed data
systems, from basic modems
to integrated network man-
agement systems.

The Government
Electronics Group
specializes in
research,
devel-
opment and
production of
advanced elec-
tronics systems
and equipment for the U. S.
Department of Defense,
NASA and other govern-
ment agencies, commerical
users and international
customers.

The General Systems
Group designs and
manufactures computer-
based cellular radio-
telephone systems,
mobile and portable
radiotelephones,
microcomputer
boards, and infor-
mation processing
and handling equip-
ment, such as multi-user
microcomputer systems.

The Automotive and
Industrial Electronics
Group serves the motor
vehicle, industrial equipment

and major appliance industries
through the development and
production of a variety of elec-
tronic modules, components
and power conversion
equipment.

The New Enterprises
organization manages
Motorola's entry into
completely
new busi-
nesses in
emerging high-
growth, high-
technology
arenas,
including
semiconductor
equipment, hospital clinical
information systems and real-
time distributed computing
systems, as well as automation
systems for factories, utilities
and the semiconductor
industry.



Financial Highlights

(In millions of dollars, except
per share data)

Motorola, Inc. and Consolidated Subsidiaries,
Years ended December 31 1987 1986
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Annual Meeting of
Stockholders
The annual meeting will be
held on May 2,1988. A notice
of the meeting, together with
a form of proxy and a proxy
statement, will be mailed to
stockholders on or about
March 18,1988, at which time
proxies will be solicited by the
Board of Directors.

Form 10-K

After the close of each fiscal
year, Motorola submits a
report on Form 10-K to the
Securities and Exchange Com-
mission containing certain
additional information con-
cerning its business. A copy of
this report may be obtained
without charge by addressing
your request to the Secretary,
Motorola, Inc., Corporate
Offices, Motorola Center,
1303 E. Algonquin Road,
Schaumburg, 111. 60196.

Transfer Agent and

Registrar

Harris Trust and Savings
Bank
111 W.Monroe Street
Chicago, 111. 60603

Auditors

Peat Marwick Main & Co.
303 E.Wacker Drive
Chicago, 111. 60601

On the Cover
A section of Motorola's
PMR2000"' Personal Message
Receiver is shown enlarged
eight times. Alphanumeric
pagers like the PMR2000
make Motorola customers
more productive. "MOT" is
Motorola's New York Stock
Exchange symbol.



To Our Stockholders
and Other Friends

Motorola's fundamental objective is total customer
satisfaction. In 1987 we made major progress toward
achieving that objective.

Focusing our efforts on several key initiatives, we
continued to improve quality and efficiency, we devel-
oped products and technologies that make our cus-
tomers more productive, we stressed participative
management, and we improved our financial
performance.

Sales in 1987 rose 14% to a record $6.71 billion from
$5.89 billion in 1986. Earnings increased to $308 mil-
lion, or $2.39 per share, compared with $194 million,
or $1.53 per share, in 1986.

Sales, new orders and operating profits all increased
in the Communications and Semiconductor Products
sectors, as well as in the Information Systems and
Cellular groups. Other businesses had mixed results.
Detailed information is in the following sections of
this report.

Management Transition Plan Completed
The final phase of the transition to the next generation
of chief executive office leadership went into effect
Jan. 1,1988.

Robert W. Galvin continues as chairman of the
board, the top officer in the company. William J.
Weisz, formerly vice chairman of the board and chief
executive officer, continues as vice chairman and was
elected an officer of the board. John F. Mitchell, for-
merly president and chief operating officer, also was
elected a vice chairman and officer of the board.

The Board of Directors expressed its enthusiastic
appreciation to Bill Weisz and John Mitchell for their
superb and dedicated leadership in the Chief Executive
Office. We join the board in anticipating with pleasure
their continuing, full-time, high-level service in their
ongoing officership roles.

George Fisher, formerly senior executive vice presi-
dent and deputy to the Chief Executive Office, was
elected president and chief executive officer. Gary L.
Tooker, formerly chief corporate staff officer, contin-
ues as senior executive vice president and was elected
chief operating officer. Christopher B. Galvin, for-
merly corporate vice president and general manager

of the Paging Division of the Communications Sector,
was elected senior vice president and chief corporate
staff officer.

The first phase of the management transition plan
went into effect July 1,1986, and was described in last
year's Annual Report.

Stephen L. Levy, formerly executive vice president
and general manager, Japanese Operations, retired
after 23 years of service with the company. He contin-
ues to serve in a consulting role as senior advisor and
deputy representative for the Chief Executive Office.
He was succeeded by Arnold S. Brenner, who was
senior vice president and chief of Communications
Sector staff operations before becoming assistant gen-
eral manager of Japanese Operations earlier in 1987.

Other important executive changes are discussed
later in this report. The list of elected officers on pages
30 and 31 indicates with an asterisk which of the offi-
cers advanced in rank or assumed a new position since
last year's Annual Report.

Board of Directors Expanded
The Board of Directors was expanded from 17 to
18 members. Donald R. Jones, executive vice presi-
dent and chief financial officer, was elected a director.

Our Fundamental Objective:
Total Customer Satisfaction
Throughout 1987 we focused our efforts on our contin-
uing, overriding responsibility—achieving total cus-
tomer satisfaction. In doing so, we reaffirmed two key
beliefs that have been part of the Motorola culture since
the company began: constant respect for people, and
uncompromising integrity.

We identified three key goals we must accomplish:
1. Increased Global Market Share.
2. Best in Class—in terms of people, technology,

marketing, product, manufacturing and service.
3. Superior Financial Results.
To achieve these goals and provide total customer

satisfaction, we are concentrating on five key opera-
tional initiatives.
1. Six Sigma Quality
Despite Motorola's leadership in quality today, we
must improve it even more to remain a leader. At the
beginning of 1987, we approved new, tougher goals—a
tenfold improvement in quality in two years, and 100-
fold in four years, on the way to achieving Six Sigma by
1992. Six sigma is a statistical term that translates into a
99.9997% perfect product or service. The CEO Quality



Left to right: John F. Mitchell, George Fisher,
Robert W. Galvin, Gary L. Tooker, William J. Weisz

Award winners on page 33 demonstrate the impressive
improvements we are achieving.
2. Total Cycle Time Reduction

Cycle time is the elapsed time from the moment a cus-
tomer places an order for an existing product to the
time we deliver it. In the case of a new product, it is
from the time we conceive of the product to the time it
ships. To reduce cycle time, we examine the total sys-
tem, including design, manufacturing, marketing and
administration. We have already seen some dramatic
improvements, which are detailed later in this report.
3. Product and Manufacturing Leadership
This is closely related to the first two initiatives, and it
emphasizes the need for product development and
manufacturing disciplines to work together in an inte-
grated world. The success of many of the products fea-
tured in this year's report results from "designing for
manufacturability" and related programs.
4. Profit Improvement

This initiative is a long-term, customer-driven
approach that shows us where to commit our resources
today in order to give our customers what they need,
thus improving long-term profits. It recognizes that
superior financial results will enable us to fund our con-
tinued growth. These results are discussed in the
Financial Review on pages 17 and 18.

5. Participative and Cooperative

Management Cultures

This final initiative means working more participa-
tively within our organization and more cooperatively
across functions and across organizations. This hori-
zontal approach is resulting in more synergy and more

efficiency. It recognizes that at Motorola, the whole is
truly greater than the sum of its parts. We can draw
upon our unique core competencies and technologies to
provide solutions for customers that no other company
can provide. We are improving our ability to build on
this strength to provide total customer satisfaction.

The Future
We remain confident about the future, both in 1988
and for the longer term. Although the fall of the stock
market in October generated uncertainty about the
economy, our major operations continued to perform
well in the fourth quarter. We finished 1987 with sales
and order rates at high levels.

Our core businesses are fundamentally sound; they
can grow not only in absolute terms but in market share
as well. We already have benefited throughout the
world from the lower dollar. We have seen some
improvement in access to markets in Japan.

Our products and services make our business and
governmental customers more productive. In uncertain
times, they look for cost savings, and buying from
Motorola is an effective way to reduce operating costs.

We will continue to press forward with research and
development, and we intend to increase our investment
in capital equipment to improve quality and manufac-
turing efficiency.

Motorola's employees will continue to focus their
efforts on our fundamental objective of total customer
satisfaction. We are gratified by the success we have
achieved thus far. This success creates more opportuni-
ties, and makes us even more optimistic about future
growth in sales and earnings.

Robert W. Galvin
Chairman of the Board

George Fisher
President and Chief Executive Officer

GaryL. Tooker
Senior Executive Vice President and
Chief Operating Officer



Communications
Sector

The Communications Sector achieved record sales and
operating profits in 1987 as worldwide demand grew
for paging and advanced, more complex two-way radio
systems.

Sales rose 12% to $2.51 billion, new orders increased
18% and backlog was up 33% from the end of 1986.
Operating profits were higher.

International orders rose sharply, led by Europe,
Japan, Mexico and Latin America. U.S. orders were
higher in government, radio common carrier, commer-
cial and utility markets.

In December, Rhesa S. Farmer, executive vice presi-
dent and general manager of the sector, retired after

more than 30 years of
service. He was suc-
ceeded by Arthur P.
Sundry, formerly assis-
tant general manager.
Two assistant general
managers were elected
as part of a new three-
person Office of the Gen-
eral Manager. They are
David K. Bartram, pre-
viously general manager
of the International
Group, and Morton L.
Topfer, formerly general
manager of Product
Operations.

New Products Set a Record
Focusing its efforts on total customer satisfaction, our
Communications Sector enhanced its product and
manufacturing leadership and introduced a record
number of new products. They included three new
mobile and four new portable two-way radio lines, new
paging products and new radio data terminals. They
are designed to make customers more productive.

The new Spectra™ mobile is the industry's first
trunked radio to operate on the 900 MHz channels allo-
cated at the end of 1986. It offers the latest in microchip
technology and is available for conventional, trunked
or dual operation systems. Trunking provides com-
puter-aided sharing of channels by many users. We also
introduced a 900 MHz repeater to provide complete

The Saber™ portable
two-way radio features
an eight-character
alphanumeric display.

system capability. TheMaxTrac™ line of compact,
dash-mounted mobile radios features both conven-
tional and trunked models. Their operating character-
istics can be quickly changed or duplicated in the field.

Our new portable two-way radios also feature com-
pact designs and are field programmable. The new
microcomputer-controlled Saber™ radio combines
small size with many advanced features. Passwords can
be used to prevent unauthorized use, and a scan option
can provide 10 independent scan lists with up to 12
channels each. It is our most flexible portable and can
be equipped with encryption capabilities to operate in a
Motorola secure voice communications system. The
MT1000™ portable features a digital display and, with
99 channels, can be used in small to large systems. A
trunked version, the MTX800™ portable, is designed
for commercial market trunking systems and can oper-
ate on any Motorola Specialized Mobile Radio System
(SMRS). The new HT600® radio is a 6-channel porta-
ble with greater protection from water, dust, shock and
vibration than in previous models.

Our new Radius™ family of economically priced
portable and mobile radios and base stations provides
system flexibility with options such as telephone
interconnect.
Improved Quality and Manufacturing Leadership
The sector made impressive progress during 1987 in
improving quality, cycle time and manufacturing capa-
bility. Four CEO Quality Awards recognized the sec-
tor's efforts in reducing defect levels and achieving zero
defect performances in three U.S. manufacturing oper-
ations and one international facility.

Manufacturing thrusts include a program to work
with the fewest vendors possible to assure the timely
delivery of zero defect parts. The sector reduced its
supplier base by more than 50% in 1987. As part of the
effort to automate its factories, the sector is developing
state-of-the-art, flexible computer integrated manufac-
turing and new training programs to enhance the skills
of technical and production personnel.

The sector also began building a laboratory and
staffing a new manufacturing research center at the
Schaumburg, 111., facility. The center is committed to
applied research into manufacturing processes,
materials, equipment and systems. Its efforts will be
expanded through interactive programs with universi-
ties such as the Massachusetts Institute of Technology,
Georgia Institute of Technology and the University of
Illinois. The universities are planning major research
programs, which Motorola is helping to establish.



Couriers from Federal
Express Corp. will use
Motorola KDT900™
portable radio data
terminals to transmit
delivery information
and receive customer
requests to pick up
packages and docu-
ments. The terminals
are part of a system
designed for use by
Federal Express in con-
gested metropolitan
areas. Linked to a host
computer, the termi-
nals help in tracking
shipments and keeping
customer information
up to date. The KDT900
is the industry's first
portable radio terminal
that can transmit data
at 19,200 bits per
second.



Worldwide Growth in Communications

We received several major contracts during 1987 that
extend Motorola two-way radio systems throughout the
world. In the People's Republic of China, for example,
we received an order for the PRC's first 800 MHz
trunking system. Our Storno subsidiary received
orders for 11 trunked systems from various customers
in China. Other orders for Storno® trunked systems
included awards from British Airways and the Royal
Automobile Club in the United Kingdom.

In Japan, we received large orders for subscriber
paging units from Nippon Telegraph & Telephone
(NTT). We shipped our 500,000th pager to NTT
during 1987, and we are currently supplying NTT with
a new numeric display pager.

Along with six Japanese companies, Motorola is a
joint venture partner in the Tokyo Telemessage Paging
Co., which provides a paging service in Tokyo. We
supplied the system's infrastructure and a significant
share of the pagers for the system, which began opera-
tion in October.

We also started, on a joint venture basis, our first
shared trunked two-way radio system in Japan.
Motorola systems in three different cities began
operating during the fourth quarter.

The economical Radius'"
family includes portable
and mobile two-way
radios featuring compact,
rugged designs and multi-
channel operation.

In the United States, major orders for large
Smartnet"' trunking systems included awards from
Baltimore County, Maryland, Georgia Power Co., the
State of Rhode Island Department of Transportation
and the City of St. Louis, Mo. We also received four
orders from AT&T totaling $4.5 million to upgrade its
nationwide two-way radio communications system
used by service technicians.

The Spectra™ mobile radio operates on the newly
allocated 900MHz frequency band.

In paging, Metromedia Paging Services, Inc.
awarded Motorola a contract to supply a variety of pag-
ing products, including numeric, alphanumeric and
900 MHz pagers. We received other large paging orders
from the Radio Paging Division of Graphic Scanning
Corp. for digital display pagers and from Paging Net-
work, Inc. for base stations and controllers featuring
digital diagnostics and digital remote control for use
throughout the United States.
Motorola Goes to the Olympics
Motorola Canada Ltd., as an official sponsor of the XV
Olympic Winter Games Organizing Committee, was
the supplier of two-way radio, paging and cellular com-
munication products and systems for the 1988 Winter
Games in Calgary.

Motorola also continues as the official communica-
tions sponsor of the U.S. Olympic team. We are sup-
plying two-way radio and paging communication
systems to the U.S. Olympic team for use in training in
1988 and at the 1988 Summer Games in Seoul, Korea.



Semiconductor Products
Sector

Higher sales and new orders throughout the world,
coupled with major customer service and manufactur-
ing improvements, helped improve the Semiconductor
Products Sector's profitability in 1987.

Sales increased 21% to $2.19 billion, new orders rose
29% and backlog was 31% higher than at the end of
1986. Operating profits were significantly higher.

Market demand remained strong and stable through-
out the year. All major regions grew, led by Asia Pacific
and Japan, where strong export-driven manufacturing
was sustained throughout 1987. This was aided by the
continuing movement of U.S. and Japanese equipment
manufacturers into Hong Kong, Singapore and
Taiwan.

Orders were higher in key North American markets,
paced by computer and consumer segments. The
industrial, communications and distribution markets
also showed good growth. The automotive segment
grew slightly and the federal/military segment was
lower. In major product categories, microprocessors
and memories were particularly strong. Average selling
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Apple Computer's Macintosh II high-end personal
computer is based on the 32-bit Motorola MC68020
microprocessor.

prices were stable to slightly lower for most products.
Despite higher demand, delivery lead times

remained in the 4-to-8 week range for most product

The 32-bit MC68030
microprocessor provides
twice the performance of
first-generation 32-bit
machines and maintains
100% upward software
compatibility with the
entire M68000 family.

lines. Reduced manufacturing cycle times and firm
delivery commitments helped customers keep their
semiconductor inventories to a minimum.
Focus on Sector Imperatives
Sector management established five major objectives—
called Sector Imperatives—to serve as the strategic
framework for continuing success in the semiconductor
industry. They are to
achieve or enhance total
customer satisfaction;
manufacturing excellence;
success in the Japanese
marketplace; consistent,
superior financial per-
formance; and market
share gains worldwide.
Considerable progress
was achieved during the
year.

Methods of achieving
total customer satisfac-
tion included rapid order
acknowledgement, on-
time delivery commitments and execution, continued
quality improvements and expanded data linkages with
customers.

We established more partnerships with major cus-
tomers seeking stable component supplies. These
partnerships include extensive design resources, com-
puterized order entry and tracking, component certifi-
cation and joint product development. For example,
Motorola and Delco Electronics agreed to jointly
develop discrete power transistors and integrated cir-
cuits for future automotive applications. Under
another key technology agreement, Motorola and
Northern Telecom made substantial progress in defin-
ing a family of industry-standard components for the
Integrated Services Digital Network (ISDN). We
also completed joint development with IBM of a new
broadband RF (radio frequency) modem for IBM's
PC network.
Product Leadership
New leadership products were introduced to make
Motorola customers more competitive in their market-
places. In microprocessors, we began shipping our
second-generation 32-bit microprocessor, the MC68030.
Available in speeds up to 25 MHz, the "030" provides
substantially higher performance than the MC68020
and competitive products. Shipments also began for a
companion device, the MC68882 second-generation
floating point math coprocessor, offering two to four



times the performance of its predecessor.
During 1987, Motorola's MC68020 remained the

world's leading 32-bit microprocessor. Key customer
applications based on the "020" included Apple Com-
puter's Macintosh II high-end personal computer and
NCR Inc. 's Tower 32/800 multi-user office computer.
By yearend, one million 68020-based systems had been
produced by 500 customers worldwide.

We announced initial development work on an even
more powerful, third-generation 32-bit machine, des-
ignated the MC68040. It will maintain full upward
compatibility with other members of the 32-bit family.
Also announced was a major development program for

a Reduced-Instruction-
Set Computer (RISC)
processor. Shipments
began for the DSP56001,
a general purpose digital
signal processor designed
into several hundred
applications.

To meet customer
needs for greater system
performance, we ex-
panded our offerings in
the application specific
integrated circuit (ASIC)

market. These included a family of complementary
metal oxide semiconductor (CMOS) gate arrays with
densities ranging from 6,000 to more than 100,000
gates. We also introduced an ultra-high-performance
10,000-gate emitter coupled logic (ECL) array and an
8,000-gate BIMOS array. Additional functions were
added to our CMOS standard cell library.

In memories, we introduced one-megabit dynamic
random access memories (DRAMs). These devices ini-
tially are being manufactured using dice from Toshiba
Corp. However, we plan to begin wafer fabrication of
one megabit chips in the latter half of 1988. Key addi-
tions to our static RAM portfolio included 256K
(kilobit), 64K and 16K devices in various speed
capabilities.

In logic, we introduced a bipolar ECL family provid-
ing three times the speed of today's highest perform-
ance logic devices at the same power requirements. It
was designed for next generation high-end computer,
instrumentation, graphics, automated test and digital
communications applications. Key additions also were
made in our analog, microcontroller, development sys-
tems and discrete semiconductor product portfolios.

A Motorola application
specific IC controls liquid
crystal display, logic
and a memory of 80,000
words in this hand-held
electronic speller from
Franklin Computer Corp.

The Manufacturing Excellence Imperative

Actions supporting the sector's manufacturing excel-
lence imperative included reductions in cycle times,
yield improvements, and major progress in implement-
ing statistical process control across all manufacturing
operations. U.S. wafer manufacturing operations were
decentralized and aligned to specific product groups.
Many production areas were restructured to improve
product flow and overall efficiency.

New or upgraded equipment and the expanded use
of automation resulted in increased product output in
existing facilities. A new, automated assembly module
for microprocessor products was placed into operation
in Hong Kong.
Progress in Japan
In support of the Japan imperative, the sector
expanded its relationships with major Japanese com-
panies. The Canon camera pictured on page 9 is one
of many examples. An expanded marketing thrust
increased sales, particularly in microprocessors, logic
and SMARTMOS™ power transistors.

A major element of the Japan strategy, Motorola's
alliance with Toshiba Corp., was completed in 1987.
This comprehensive agreement includes construction
of a joint venture manufacturing facility in Izumi,
Japan, to produce CMOS memories and microproces-
sors. The facility is scheduled to begin production in
mid-1988.

Additional staffing at Nippon Motorola Ltd., and an
expanded training and exchange program among the
sector's worldwide facilities also supported this
imperative.

The fourth imperative, superior financial perform-
ance, was aided by progress on the first three sector
imperatives. Employee productivity improvements
and strong expense controls also contributed to the
progress. The final imperative, market share gains, was
influenced by improvements in customer satisfaction
and manufacturing and further success in Japan,
resulting in increased world market share for some
microprocessor, logic and discrete product categories.

To better serve customers in Europe and Asia, the
sector occupied a design and test facility in Munich,
West Germany, and announced construction of a new
manufacturing and design center in Hong Kong, which
is scheduled to be completed by the end of 1990.



The new Canon EOS
650 auto-focus camera,
shown here in a special
clear plastic case,
features Motorola's
highest performance
8-bit microcomputer
chip that is used as the
central controller for
the camera's auto-
focus and metering
systems. Motorola
SMARTMOS " and
custom TMOS power
devices wind the
shutter spring and
advance and rewind
the film. Motorola
designers in Japan and
Phoenix, Ariz., worked
closely with Canon
engineers on the
project. The surface-
mount devices are on
flexible printed circuit
boards.



Information Systems
Group

nesses to digital products, including data voice multi-
plexers, network management and devices for the
Integrated Services Digital Network (ISDN).

The Information Systems Group enjoyed solid world-
wide growth in 1987 in both the high-end network
management segment of the data communications
industry and in modem markets. Sales increased

Banking and financial services industries are key
markets targeted by Codex. Modems and encryption
software support automatic teller machines and other
remote banking applications.

13%, new orders rose 16% and backlog was up 7%.
Operating profits were higher.

Codex, celebrating its 25th anniversary, continued
its strategic transition from the traditional analog leased
line and dial modems and statistical multiplexer busi-

The Codex 9800 Series Integrated Network Management
System features the industry's first integrated, open
architecture.

Codex Expands in Network Management

Reflecting its focus on network management and con-
trol, Codex introduced the 9300 Series of network man-
agement products designed for smaller networks. The
9300 Series simplifies network management by com-
bining advanced technology with personal computer-
based color graphics, windowing capabilities and
user-customized software for management reporting.
Customers are able to identify and solve problems in
the system without using highly skilled technical
personnel.

In September, Codex introduced its 9800 Series Inte-
grated Network Management System. It features the
industry's first integrated, open architecture, which
enables users to control and manage modems and multi-
plexers, as well as perform management applications.
The Codex 9800 Series software architecture is based
on the international Open Systems Architecture Inter-
connection (OSI) standards, which foster creation of
heterogeneous multi-vendor networks. Codex's close
involvement with standards organizations will enable it
to adopt industry standards as they emerge.

In the rapidly growing digital T l multiplexer mar-
ket, Codex also introduced the 6290 Integrated Digital
Exchange. Using fast packet technology, the 6290 com-
bines the benefits of packet and circuit switching for
network applications.

Several products were introduced for the banking
and financial services markets in 1987, including the
Codex 2630 Dual Multipoint Data Modem. With the
2630, users can reduce costs by combining two inde-
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pendent multipoint applications on a single line. The
parallel circuits are combined by using proprietary
signal processing VLSI technology and Motorola's
MC68000 microprocessor.

Codex also announced the Independent Encryption
Option (IEO), the first of a family of cost effective secu-
rity products. It is part of the Codex 2600 Series of
high-speed modems and is aimed at the financial serv-
ices industry.

To enhance its reputation as the industry leader in
quality, Codex continued to make customer satisfac-
tion and quality a strategic thrust in 1987. Factory and
product shipment defects were reduced significantly.

Universal Data Systems Expands

Universal Data Systems (UDS) introduced the 9600
bit-per-second dial-up V.32 modem. Through aggres-

sive pricing, UDS
positioned itself as a
leader in this fast-grow-
ing market.

UDS continued its
emphasis on developing
products for internation-
al data communications
markets. It received the
Presidential "E" Award
for Excellence in
Exporting, one of only

20 U.S. companies to earn the award in 1987.
UDS also expanded in digital products with new

designs such as multi-rate digital service units (DSUs),
multiplexers with built-in DSUs and products support-
ing many of the new carrier services. These efforts
form the groundwork for ISDN activities.

Government Electronics
Group

This new V.32 modem
from Universal Data
Systems operates at
96OO bits per second over
private or dial-up lines.

The Government Electronics Group (GEG) continued
to attract new business in an increasingly competitive
market during 1987. Sales increased 3%, new orders
were up 7% and backlog was 14% higher. Operating
profits were sharply lower, as a result of contract price
adjustments, costs associated with various internal and
governmental reviews, and current operating perform-
ance on selected contracts.

Major contracts received during the year included:
• A $56.6 million joint-service procurement to manu-
facture FMU-139 electronic ordnance devices for the
U.S. Air Force and Navy.
• A $36.6 million follow-on production award from the
U.S. Navy for MK-45 target detecting devices for the
Navy's Standard Missile. Since production began in
1972, more than 12,000 units have been delivered.
• A $23.6 million contract from Aerojet Ordnance for
the production of FZU-39/B proximity sensors used
by the U.S. Air Force on the Combined Effects
Munitions System.
• $20.3 million in classified awards for products related
to the Future Secure Voice System (FSVS).

GEG's Automatic Carrier Landing System (ACLS)
enables U.S. Navy pilots to achieve hands-off carrier
landings under conditions of zero visibility. GEG success-
fully integrates hardware and software components
into the complex environments in which military
equipment and systems must operate.
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