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About Intel

t has been 25 years since Intel introduced the world’s first microprocessor,

making technological history. The computer revolution that this technology
enabled has changed the world. Today, Intel supplies the computing industry
with the chips, boards, systems and software that are the “ingredients” of
computer architecture. These products are used by industry members to create
advanced computing systems. Intel’s mission is to be the preeminent building
block supplier to the new computing industry worldwide.

Processor products. Microprocessors, also called central processing units
(CPUs) or chips, are frequently described as the “brains” of a computer,
because they control the central processing of data in personal computers
(PCs) and other computers. Chipsets perform essential logic functions sur-
rounding the CPU in computers based on Intel architecture processors.
Motherboards combine Intel microprocessors and chipsets to form the basic
subsystem of a PC or server.

Networking and communications products enhance the Capabilities of
PC systems and networks, and make them easier to use and manage. These
products are sold through reseller, retail and original equipment manufacturer
(OEM) channels.

Computer enhancement products. Flash memory provides easily repro-
grammable memory for computers, mobile phones and many other products.
Flash memory has the advantage of retaining data when the unit’s power is
turned off. Embedded control chips are designed to perform specific functions in
products such as automobile engine and braking systems, hard disk drives, laser
printers, input/output control modules, cellular phones and home appliances.

Original equipment manufacturers of Computer systems and peripherals.
pc users, Who buy Intel’s PC enhancements, business communications
products and networking products through reseller, retail and OEM channels.
other manufacturers, INcluding makers of a wide range of industrial and
telecommunications equipment.

www.intel.com

e Letter to our
stockholders

Our two key tasks: help make the
connected PC the most exciting and
useful tool in history, and keep deliv-
ering the high-performance processors
that make it possible. We made enor-
mous strides on both fronts in 1996.

Facts and
figures
For history at a glance, we like the

story told in charts. Check here for the
bottom line on another fantastic year.

Financial
statements
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Highlights
of1996

Celebrating technological history.
Showcasing dramatic software devel-
opments. Working with movie stars.
It has been an exciting year.

A strategy
for growth

Our road map for the future: drive net-
worked PC improvements, expand our
branding programs and develop new
customer bases around the world.
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To our stockholders

Increasein
earnings per share.

Increase in
net revenues.
(1995-1996) (1995-1996) (1996)

Return on average

stockholders’ equity.

We are pleased to report another

utstanding year at Intel. Revenues

totaled $20.8 billion, up 29 percent from

$16.2 billion in 1995. Earnings per share

rose 44 percent over last year, to $5.81.
Our performance in 1996 was driven

by strong demand for our Pentium®

and Pentium® Pro processors, which

provide the brains for computers from

servers to home PCs. We expanded the

Pentium processor family in 1996 with

a new 200-MHz Pentium processor

and shifted the entry-level chip to the

120- and 133-MHz Pentium processors.
We continued to invest heavily in the

manufacturing facilities that allow us

to deliver more powerful microproces-

sors while keeping

PC system costs

low. In 1996, we

announced plans

for two new man-

ufacturing sites: a

new state-of-the-

art wafer fab in

Fort Worth, Texas,

and an assembly and test facility in San

Jose, Costa Rica.

Driving connected PC
growth. About 70 million PCs
were sold around the world in 1996,
and a substantial majority of those
PCs contained Intel microprocessors.
This year, one trend in particular has
driven this PC market growth: the
spread of networked computing via the
popularity of the Internet and internal
corporate networks. In fact, 1996 was
the year in which PC manufacturers
and users around the world embraced
the concept that computing is, by defi-
nition, networked.

R&D lab to the computing
industry. We at Intel have long
known that our growth depends on the
continued expansion of the PC platform’s
capabilities. The more users demand of
PCs, the more power will be required to
drive them, and the more microproces-

Gordon E. Moore
Chairman

To our stockholders

sors will be sold. In response, we have
expanded Intel’s role in the computing
industry over the last several years.
Acting as a sort of R&D lab and strategic
think tank to the industry, we work with
PC makers, software developers and PC
users to understand their future needs
and wishes, and work intensely with
industry leaders to develop products or
specifications that meet those needs.
In 1996, we focused on two key
initiatives that aim to solve persistent
problems in computing and embody
the exciting potential of a world of

IeE

networked computers:
connected CD-ROMs and down-the-
wire manageability.

« Connected CD-ROMs: Users have
long been frustrated by the snail-like
bandwidth performance of today’s
modem-and-phone-line Internet con-
nections. We have worked with soft-
ware developers to create a solution—
connected CD-ROM software.

The bandwidth-hungry, multimedia
environment and content of the pro-
gram are delivered on a CD-ROM.
These “hybrid applications” link to the
Internet to provide updated content and
real-time interaction with other users.
We believe that connected PC software
is the wave of the future for home PCs.

« Down-the-wire manageability:
Expansion of internal business PC net-
works has been hindered by the high
costs of establishing, maintaining and
updating such networks. Indeed, net-
work management costs have raised
the total cost of ownership of a single
connected business PC to more than

. S, Cg{m

Andrew S. Grove
President and Chief Executive Officer
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$7,000 annually, according to Gartner
Group, a research and consulting firm.

To address this serious issue, we
launched our Wired for Management
initiative, aimed at reducing the total
cost of ownership of business PCs. We
and other industry leaders are delivering
immediate hardware and software solu-
tions to make it easier to install and
maintain PC networks without sacri-
ficing performance.

Taking responsibility for
our own growth. We know we
can’t wait for growth to come to us. We
are responsible for our own future and
Work to make

removing road-
blocks to PC
platform growth,
developing pref-
erence for the
Intel Inside®
brand among PC users and supporting
emerging PC markets around the
world. Together, these strategies build
value for our stockholders, which is,
after all, our most important goal.

This has been an outstanding year.
We have confidence in our strategies
and capabilities, and we are determined
to do what we can to continue expand-
ing developments in computing and
telecommunications.

As part of our continuous evolution
of Intel’s management team, in January
1997 we announced a realignment of
titles and responsibilities in the Exec-
utive Office. Effective May 21,1997,
Craig Barrett becomes president and
continues as chief operating officer.
Andy Grove becomes chairman and
continues as chief executive officer.
Gordon Moore becomes chairman
emeritus and continues, with Craig
and Andy, to be part of the Executive
Office. Together, we look forward to the
continuing opportunities and challenges
of our business in the coming year.

[] ) -
Craig R. Barrett
Executive Vice President and Chief Operating Officer
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A revolution in progress

wenty-five years ago, we introduced the

world’s first commercial microprocessor,
the 4004. The microprocessor’s invention rev-
olutionized computing and changed forever
the way people work, learn and communicate.
We were proud this year when former Intel
engineers and microprocessor co-inventors
(left to right) Stan Mazor, Federico Faggin
and Ted Hoff were inducted into the Inventors
Hall of Fame for this remarkable contribution
to technology and society.

New territory for our smartest chip

ur powerhouse Pentium®Pro processors

were at the core of the growing PC server -
market segment this year. In a new breed of
scalable servers, several Pentium Pro chips are

combined, providing power to connect desktop =
systems or run large applications more effec- [ —
tively than traditional single-chip servers. This —
capability is moving the Intel architecture up B B l-l
into the mid-range market segment for servers L'---v:‘
and workstations, competing with traditionally I d

more expensive, proprietary systems. oy ————

The best of the Web—without the wait

n July, Intel gathered more than 1,000 soft-
ware, communications and entertainment
industry representatives to share our vision
of the most exciting new multimedia solution:

Interactive, a CD-ROM generates an exciting
animated 3D game world, while players from
around the globe challenge each other over the

CD-ROM s provide powerful solutions to the
bandwidth-clogging frustrations of the World
Wide Web.

Multimedia goes to Hollywood

n 1996 we worked with Creative Artists

Agency (CAA), one of Hollywood’s lead-
ing literary and talent agencies, to expose
actors, directors, writers and musicians to the
potential of new media on networked PCs.
Our new CAA/Intel Media Lab in Beverly
Hills, California, is a state-of-the-art multi-
media facility designed to stimulate the devel-
opment of compelling new electronic content,
such as broadcast-quality entertainment and
interactive programs.

connected CD-ROMs. For example, in Monopoly*

program’s Internet link. This and other connected
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Business PC costs come tumbling down

To help drive down the costs of business
computing, we launched our Wired for
Management initiative in September. Leading
hardware and software suppliers joined us in
announcing a series of specifications and products
expected to make business PCs easier to upgrade,
diagnose and repair remotely. For example, a new
hardware monitoring chip tracks environmental
conditions such as temperature and voltage, and
reports to the central management software,
which responds promptly to abnormal conditions.

Manufactu rlng records

Our manufacturing performance continues
to improve, even as we add new facilities
and advances to increasingly complex produc-
tion processes. We built our newest factory,
Fab 12 in Chandler, Arizona, in record time,
going from ground breaking to production in
23 months. The plant also achieved record
product yields on ramp-up, trimming months
off time to market and validating our policy of
copying new manufacturing processes exactly
from development lab to production floor.

Improving tomorrow today

I n 1996, we expanded our corporate giving
and community programs in response to
enormous employee enthusiasm. “Intel Involved”
links employee volunteers with projects in their
interest areas: building homes with Habitat for
Humanity, teaching computing skills in schools,
protecting local wetlands, reading to children
and more. In 1996 Intel employees around the
world volunteered a total of 106,000 hours of
labor to help make our communities better
places to live and work.

Show grandma the kids’ latest artwork—over the phone
I t sounds futuristic, but it’s here: For the first

time, a simple low-cost, PC-based video
phone is available to home PC users (133-MHz
Pentium® processor minimum). The Intel Video
Phone with ProShare® technology, introduced to
market in 1996, delivers quality video commu-
nications over ordinary telephone lines. Major
PC OEMs have incorporated the technology
into their current PCs, and developers have
embraced the standards, ensuring compatibility
among various video phone products.
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Facts and figures
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n 1996, PC users around the world continued to make the

Pentium® processor their chip of choice. Strong sales of this
processor family drove our 1996 results, returning our seventh
consecutive year of both record revenues and earnings. \We hit a
new milestone with more than $20 billion in revenues in one year.
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The fiscal year-end
closing price of
Intel stock has risen
at a 39% CAGR over
the last ten years.
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increase in
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of profits and
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More than half of
Intel’s 1996 revenues
came from outside
North America.
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