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Forward-looking statements

This press release contains forward-looking statements that involve risks and uncertainties, as well as
assumptions that, if they ever materialize or prove incorrect, could cause the results of HP and its
consolidated subsidiaries to differ materially from those expressed or implied by such forward-
looking statements and assumptions. All statements other than statements of historical fact are
statements that could be deemed forward-looking statements, including but not limited to any
projections of earnings, revenue, margins, synergies or other financial items; any statements of the
plans, strategies, and objectives of management for future operations, including the execution of
restructuring plans and remediation of execution issues; any statements concerning the expected
development, performance or rankings of products or services; any statements regarding future
economic conditions or performance; statements of expectation or belief; and any statements of
assumptions underlying any of the foregoing. Risks, uncertainties and assumptions include
macroeconomic and geopolitical trends and events; performance of contracts by suppliers, customers
and partners; the development, performance and market acceptance of products and services;
employee management issues; the challenge of managing asset levels, including inventory; the
difficulty of aligning expense levels with revenue changes; the possibility that proposed contracts
may not be entered into or ultimately performed on the terms currently contemplated or at all;
information technology systems risks and other risks that are described from time to time in HP's
Securities and Exchange Commission reports, including but not limited to the risks described in HP’s
Quarterly Report on Form 10-Q for the period ended April 30, 2004 and reports filed after HP's
Annual Report on Form 10K for the fiscal year ended October 31, 2003. HP assumes no obligation
to update these forward-looking statements.
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Use of non-GAAP terms

To supplement our consolidated condensed financial statements presented on a GAAP basis,
HP uses non-GAAP additional measures of operating results, net earnings and earnings per
share adjusted to exclude certain costs, expenses, gains and losses we believe appropriate to
enhance an overall understanding of our past financial performance and also our prospects for
the future. These adjustments to our GAAP results are made with the intent of providing both
management and investors a more complete understanding of the underlying operational
results and trends and our marketplace performance. For example, the non-GAAP results are
an indication of our baseline performance before gains, losses or other charges that are
considered by management to be outside of our core business segment operational results. In
addition, these adjusted non-GAAP results are among the primary indicators management uses
as a basis for our planning and forecasting of future periods. The presentation of this
additional information is not meant to be considered in isolation or as a substitute for net
earnings or diluted earnings per share prepared in accordance with generally accepted
accounting principles in the United States.
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I Overview o

Third quarter revenue of $18.9 billion, up 9% year-
over-year

Non-GAAP operating protit of $846 million; Non-
GAAP EPS $0.24

GAAP operating profit of $657 million; GAAP EPS
$0.19

Revenue in Personal Systems grew 19% year-over-
year; HP Services grew 12%, Enterprise Systems
was down 5%, Soﬁware grew 17%,; Imaging &
Printing grew 8%
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HP revenue

3Q04

Revenue by segment
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Revenue by region

U.sS.
38%

Americas

Canada/
Latin America
7%
Asia Pacific

16%

Y/Y growth

Americas +4%
EMEA +14%
AsiaPac +11%

WW +9%
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Enterprise Storage and Servers

In millions Revenue $3,979 In millions Operating profit
$4,000

175 $131  $154

125 $120
75 $58
25

(25 —(@) 2Q03 3@03 4Q03 1Q04 2Q04

$20

$3,846
$3,800

$3,600

$3,400 $3,352

)
(75)
$3,200 (.l 25)
$3,000 (]75)
1Q03 2Q03 3Q03 4Q03 1Q04 2Q04 3Q04  (225) ($208)
3Q04 revenue by GBU Revenue down 5% y/y
21% ISS up 2% y/y
mIsS NSS down 15% y/y
"ees BCS declined 8% y/y: UNIX up 8%, Alpha down
WNSS 32%, Non-stop down 25%

Factors impacting performance included U.S.
systems mlgrahon channel management issues in

EMEA, and shortfall in NSS.

25%
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Software

In millions Revenue In millions Operating profit
$240
$221 $222 $223
$220
$200

$200 $190 (20)

183 5180
$180 ($22
$160 (40)
$140 ($46) ($45)

©60)  ($55) ($50)
$120
($63)

$100

1Q03 2Q03 3Q03 4Q03 1Q04 2Q04 3Q04 (80)

3Q04 revenue by GBU Revenue grew 17% y/y

= OpenView HP OpenCall revenue increased 8% y/y
= Opencall while HP OpenView revenue grew 26% y/y

Company continues to make strategic
investments in support of Adaptive Enterprise
strategy

65%
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HP Services

In millions Revenue In millions Operating profit
$391

$3,492¢3 466 $400

$3,500
$3,245 g3 14 S350
$2,972°3:04383,097
$3,000
$300
2,500
¥ $250
$2,000 $200
1Q03 2Q03 3Q03 4Q03 1Q04 2Q04 3Q04 1Q03 2Q03 3Q03 4Q03 1Q04 2Q04 3Q04
3Q04 revenue by GBU

o Revenue grew 12% y/y

mCs CS grew 7% y/y; MS grew 42% y/y; and
mMS C&l grew increased 6%
m Cal

Operating profit was $309 million or 8.9%

[o)
19% of revenue

63%
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Personal Systems Group

In millions Revenue In millions Operating profit
76200 bo.187 $5,991 80
$6,000 $5,986 ‘ $5904  ° $62

$5,500 $45

$5,142
$5,127 ¢4 955 $40

$33
$5,000 $23

$4,500 $0
$4,000 1Q03 2Q03 4Q03 1Q04 2Q04 3Q04
$3,500 ($40)
$3,000 ($56)
1Q03 2Q03 3Q03 4Q03 1Q04 2Q04 3Q04  ($80)
3Q04 revenue by GBU Revenue increased 19% y/y

4% 3%

M Desktop
M Notebook
B Workstation

Handheld ASPs increased 2% y/y

Deskiop revenue increased 26% y/y;
Notebook revenue grew 12% y/y

Commercial business grew 20% y/y;

34% : ,
consumer business increased 19% y/y

Operating profit increased $8 1million y/y
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Imaging and Printing Group

In millions Revenue In millions Operating profit
$6,500 $6,233 $6,098 $1,100 $1,015 $968
$5,598
36,000 $5,512 $1,000 $911 $925 $953
$5,500 $5,226 $900
$5,000 $800
$4,500 $700
$4,000 $600
$3,500 $500
$3,000 $400
1Q03 2Q03 3Q03 4Q03 1Q04 2Q04 3Q04 1Q03 2Q03 3Q03 4Q03 1Q04 2Q04 3Q04
3Q04 revenue by GBU Record 3Q revenue and growth of 8% y/y
4% 10 million printers shipped in quarter
10% _ Busi . 8% - H
m Supplies usiness printer revenue grew 8% y/y; Home
= uines HW printers was down 5% y/y; Supplies grew 9%
B Home . . .
it imaging y/y; and Digital Imaging grew 11% y/y
B Other Record 3Q operating profit of $837 million, or
279 58% 14.8%; up 12% y/y
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HP Financial Services

In millions Revenue In millions Operating profit
$600
$550 $517 $50
500 4
5442 $461¢, ., 3469 640
$450 $35
$400 530
$25
$350 $20
$300 $15
$10
$250 o
$200 50
1Q03 2Q03 3Q03 4Q03 1Q04 2Q04 3Q04 1Q03 2Q03 3Q03 4Q03 1Q04 2Q04 3Q04
3Q04 revenue by Region HP Financial Services reported revenues of
15% = Americas $488 million, up 10% y/y
= EMEA o : : 11
erating profit was $42 million, an
M AsiaPac P 9P $ !

increase of $23 million from ’rhefprior year
46% period, and represented 8.6% of revenue,
our highest level since the merger.

39%
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3Q04 GAAP to non-GAAP bridge "

All data in $Ms except

per share amounf Amort, of  shuciring  relaed Inprocess G/l

3Q04 GAAP  Intangibles  charges charges R&D Invest. Non-GAAP
Revenue 18,889 18,889
Gross profit 4,446 4,446
Total OpEx 3,789 (14¢) (9) (6) (28) 3,600
Operating profit 657 146 9 6 28 846
Interest & other, net 21 (1) 20
Pre-tax earnings 678 146 9 6 28 (1) 866
Income tax 92 4] 3 2 138
Tax rate 14% 16%
EPS $0.19 $0.24
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P&I_ T
Non-GAAP

All data in $Ms except 3Q04 2Q04 3Q03

per share amount M$ o MS o MS o
Revenue $18,889 100% $20,113 100% $17,348 100%
Gross profit $4,446 23.5% $5,068 25.2% $4,538 26.2%
Total OpEx $3,600 19.0%  $3,726 18.5% $3,680 21.3%
Operating profit $846 4.5%  $1,342 6.7% $858 4.9%
Interest & other, net $20 $(68) $10

Pre-tax earnings $866 4.6%  $1,274 6.3% $868 5.0%
Income tax $138 $242 $168

EPS $0.24 $0. 34 $0.23
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Bal heet
d Trad ivabl
Inventory and Trade receivables
Inventory Trade receivables
$9,000 12.5%
$7,000 8.8%
8.7% 12.0%
$6,500 $8,500
8.6%
11.5%
o,
$6,000 85% g 000 ‘
z 8.4% 2 N .
% $5,500 H 1.0%
= 8.3% 7,500 N
$5,000 8.2% 10.5%
8.1% 7,000 )
$4,500 10.0%
8.0%
$4,000 7.9% $6,500 9.5%
1Q03 2Q03 3Q03 4Q03 1Q04 2Q04 3Q04 1Q03 2Q03 3Q03 4Q03 1Q04 2Q04 3Q04
[N Inventory $6,091 $5,743 $6,142 $6,065 $6,487 $6,273 $6,745 I Receivables $7,866 $7,900 $7,629 $8,921 $8,321 $8,530 $8,465
=== 05 % of revenue 8.6% 8.2% 8.6% 8.3% 8.7% 8.2% 8.6% as % of revenue | 11.1% 11.2% 10.7% 12.2% 11.1% 11.1% 10.8%
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Bal heet
Net PP&E Accounts payable
$7,000 12.0% $10,000
$6,900 $9,000
$6,800 10.0% $8,000
$6,700 $7,000
0,
$6,600 8.0% — $6,000
2 $6,500 =
: 6,400 oo% = P50
€ %6 $4,000
$6,300 4.0% $3.000
$6,200
$2,000
$6,100 2.0%
$6.000 $1,000
$0
$5,900 o0 T 2003 | 3003 | 4003 | 1004 | 2004 | acos | 2-0% 1Q03 | 2Q03 | 3Q03 | 4Q03 | 1Q04 | 2Q04 | 3Q04
m PP&E $6,865 | $6,692 | $6,563 | $6,482 | $6,339 | $6,382 | $6,245 IPcyobles $6,334 $7,052 $7,557 $9,285 $6,970 $8,268 $8,483
as % of revenue 9.7% 9.5% 9.2% 8.9% 8.5% 8.3% 8.0%
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Gross cash and investments

(All data in $Ms)
$16,000

$14,000
$12,000
$10,000
$8,000
$6,000
$4,000
$2,000

$0

1003

2Q03

3Q03

4Q03

1Q04

2Q04

3Q04

M Gross cash and inv.1

$13,230

$14,098

$13,383

$14,676

$14,034

$15,102

$14,389

M Net cash 2

$4,162

$5,804

$5,655

$7,167

$6,707

$7,844

$7,256

(1) Includes cash and cash equivalents, shortterm investments, and certain liquid longterm investments

(2) Net cash is defined as gross cash and investments less total debt
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Outlook

Fourth quarter revenue is exrec’red to be in the

range of $21.0 to $21.5 billion.

Fourth quarter non-GAAP earnings per share is
expected to be in the range ot $0.35 to $0.39.*

* The non-GAAP EPS expectations assume aftertax exclusion for fourth quarter charges of
approximately $0.05 per share from amortization of purchased intangible assets and acquisition-

related charges.
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Progress report: Revenue and EPS
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20,000 - - $0.40

19,500 - - $0.35

19,000 - - $0.30

18,500 - - $0.25

18,000 - - $0.20

17,500 - - $0.15

17,000 - - $0.10

16,500 - - $0.05

16,000 - - $0.00
1Q03 2Q03 3Q03 4Q03 1Q04 2Q04 3Q04
I Revenue 17,877 17,983 17,348 19,853 19,514 20,113 18,889
—&—Non-GAAP EPS | $0.29 $0.29 $0.23 $0.36 $0.35 $0.34 $0.24

1) See slides 22-28 for Gaap to Non-Gaap bridges
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Operating profit

In millions

$1,600
B Non-GAAP op profit $1,435
$1,356
$1,400 B GAAP op profit $1,342

$1,144

$1,200 $1,103 $1,143 $1,138

$1,073

$1,000

$858 $846

$800

$600

$400

$200

$0
1Q03 2Q03 3Q03 4Q03 1Q04 20Q04 3Q04

For a GAAP — non-GAAP bridge refer to slide 22-28
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3Q04 GAAP to non-GAAP bridge "

All data in $Ms except

per share amounf Amort, of  shuciring  relaed Inprocess G/l

3Q04 GAAP  Intangibles  charges charges R&D Invest. Non-GAAP
Revenue 18,889 18,889
Gross profit 4,446 4,446
Total OpEx 3,789 (14¢) (9) (6) (28) 3,600
Operating profit 657 146 9 6 28 846
Interest & other, net 21 (1) 20
Pre-tax earnings 678 146 9 6 28 (1) 866
Income tax 92 4] 3 2 138
Tax rate 14% 16%
EPS $0.19 $0.24
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2Q04 GAAP to non-GAAP bridge

All data in $Ms except

oos " oamp dmmig homme mI egmoe S\ ca
Revenue 20,113 20,113
Gross profit 5,068 5,068
Total OpEx 3,930 (148) (38) (9) (9) 3,726
Operating profit 1,138 148 38 9 9 1,342
Interest & other, net (73) 5 (68)
Pre-tax earnings 1,065 148 38 9 9 S 1,274
Income tax 181 44 13 3 1 242
Tax rate 17% 19%
EPS $0.29 $0.34
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1Q04 GAAP to non-GAAP bridge

All data in $Ms except

per share amount Amort of  stucoing relabd G/

1Q04 GAAP Intangibles  charges charges Invest. Non-GAAP
Revenue 19,514 19,514
Gross profit 4,950 4,950
Total OpEx 3,807 (144) (54) (15) 3,594
Operating profit 1,143 144 54 15 1,356
Interest & other, net 20 (?) 11
Pre-tax earnings 1,163 144 54 15 (9) 1,367
Income tax 227 42 17 5 (4) 287
Tax rate 20% 21%
EPS $0.30 $0.35
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4Q03 GAAP to non-GAAP bridge

All data in $Ms except

Re- Acq.

per share amount mort. of structurin eten re oqe Non-

4Q03 GAAP Iﬁong?blefs tchcntrgesg IE)c;rnuL' chclzrgt;e(i IPRD IrSés%’r. GAAP

Revenue 19,853 19,853
Gross profit 5,048 5,048
Total OpEx 3,975 (143)  (190) (1) (27) (1) 3,613
Operating profit 1,073 143 190 1 27 1 1,435
Interest & other, net (8) (12) (20)
Pretax earnings 1,065 143 190 1 27 (12) 1,415
Income tax 203 41 65 10 (7) 312
Tax rate 19.1% 22.0%
EPS $0.28 $0.36

8/12/2004 25



3Q03 GAAP to non-GAAP bridge "

All data in $Ms except

Re- Acq.

per share amount mort. ot structurin eten re oqe Non-

3Q03 GAAP i/r?;ongzblefs tchatrgesg Eotnu: chollr::]eosl |nC\ZsL’r. GAAP

Revenue 17,348 17,348
Gross profit 4,539 4,539
Total OpEx 4,238 (141)  (376) (11) (29) 3,681
Operating profit 301 141 376 11 29 858
Interest & other, net (14) 24 10
Pre-tax earnings 287 141 376 11 29 24 868
Income tax (10) 31 126 4 10 7 168
Tax rate (3.5%) 19.4%
EPS $0.10 $0.23
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2Q03 GAAP to non-GAAP bridge "

All data in $Ms except

per share amount Amort. of sfrugi}ing Retent.  rolabd G/l Accroed  Non-

2Q03 GAAP intangibles charges  bonus charges  Invest. tax benefit GAAP

Revenue 17,983 17,983
Gross profit 4,880 4,880
Total OpEx 4,237 (141)  (234)  (79) (47) 3,736
Operating profit 643 141 234 79 47 1,144
Interest & other, net  (32) 12 (20)
Pre-tax earnings 611 141 234 79 47 12 1,124
Income tax (48) 43 /1 27 17 6 131 247
Tax rate (8%) 22%
EPS $0.22 $0.29
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1Q03 GAAP to non-GAAP bridge

All data in $Ms except

per share amount Amort. of s’rruf’ri-ring Retent. rgg?éd G/L  Accrued Non-

1Q03 GAAP intangibles charges  bonus charges Invest. tax benefit GAAP

Revenue 17,877 17,877
Gross profit 4,736 4,736
Total OpEx 3,857 (138) (76) (10) 3,633
Operating profit 879 138 76 10 1,103
Interest & other, net 46 5 51
Pretax earnings 925 138 76 10 5 1,154
Income tax 204 44 26 3 277
Tax rate 22% 24%
EPS $0.24 $0.29
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