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License No: 20-02237-04
Docket No: 030-10763
Control No: 113624

Varian Associates, Inc.
ATTN: Arlyne Gittens
Insurance Analyst
P.O. Box 10800
Palo Alto, California 94303-0883

Dear Ms. Gittens:
Subject: FINANCIAL ASSURANCE FOR DECOMMISSIONING

This is in reference to your various submittals dated October 19, 1990, October 8, 1993, August
10, 1993 and February 18, 1994 to provide financial assurance for License No. 20-02237-04.
We have reviewed these documents and have no further questions at this time.

Based on the information provided in the above referenced documents, you are presently in
compliance with the financial assurance requircments outlined in the decommissioning rule in
10 CFR 30.35.

If you have any questions, please contact Anthony Dimitriadis, of my staff, at (610) 337-6953.
Your cooperation with us is appreciated.

Sincerely,

Original Signed By:
Mohamed M. Sh: anbaky

Mohamed M. Shanbaky, Chief
Research and Development Section

9405130060 9403 3.} o5 Division of Radiation Safety
FB’DR ADOCK 0301 gm and Safeguards
cc:

Varian/Beverly Microwave Division
ATTN: John McKinley
Radiation Safety Officer
8 Salem Road
Beverly, Massachusetts 01915
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NOTE TO DMBE

I'HE ATTACHED DOCUMENTS ARE TO BE PROCESSED AS ONE FINANCIAI
ASSURANCE FOR DECOMMISSIONING PACKACGH

LICENSE NUMEER

DOCKET NUMBER

CONTROIL NUMBER

HIS SHEET MAY BE DISCARDED AFTER PROCESSING
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February 18, 1994 Mailed Certified,
Return Receipt Requested

Mr. Mohamed M. Shanbaky, Chief

Research and Development Section

Nuclear Regulatory Commission

Region I

Division of Radiation Safety and Safeguards
475 Allendale Road

King of Prussia, PA 19406

Re: Mail Control No.: 113624
License No.: 20-02237~-04

Dear Mr. Shanbaky:

This will respond to your letter, dated January 27, 1994, which
advised of certain items needed to complete our submittal to you
on October 8, 1993 of a Standby Trust Agreement entered into
10-1-93 between Varian Associates, Inc., as Grantor, and The First
National Bank of Boston, as Trustee.

In accordance with your request, enclosed please find the follow-
ing documents, in duplicate, to be attached to the abovementioned
Standy Trust Agreenment:

1) Specimen Certificate of Events
2) Specimen Certificate of Resolution
3) Schedule B

If you should have any questions concerning the erclosed items,
please contact me.

Sincerely,

(ABLHT 934

. v‘I ’ » f /Y e

Arlyne Gittens
Insurance Analyst
(415)424~-5357

Enc.

ces Mike Grabko; Varian, Beverly, MA - w/enc.
Traci Martin; Corporate Trust Div., Bank of Boston - w/enc.
Paul Norton; Varian, Palo Alto, CA - w/enc.
13624

Vanan Associatas, Inc. P.O. Box 10800 Palo Alto, California 543020883 US A
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g , do hereby certify that I am

Secretary of Varian Associates, Inc., a Delaware corporation, and

that the resolution below was duly adopted at a meeting of this

Corporation’s Board of Directors on . 19

Secretary

RESOLVED, that this Board of Directors hereby authorizes the
President, or such other employee of the Company as he may designate,
to commence decommissioning activities at Varian Associates, Inc.,
CF&RPP, in accordance with the terms and conditions described to this
Board of Directors at this meeting and with such other terms and
conditions as the President shall approve with and upon the advice

of Counsel.
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Amount: $277,000

As Evidenced By: Payment Surety Bond #5770122,
issued by Safeco Insurance Company of America,
effective August 10, 1993
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License No. 20-02237-04
Docket No. 030-10763
Control No. 113624

Varian Associates, Inc.
ATTN: Arlyne Titus
Insurance Analyst
611 Hansen Way
P. O. Box 10800
Palo Alto, California 94303-0883

Dear Ms. Titus:
Subject: Financial Assurance for Decommissioning

This is in reference to your letter dated October 8, 1993, with attached Standby Trust
Agreement. Although you utilized the recommended wording found in Regulatory
Guide 3.66, certain attached items were not submitted. In order to continue our review,
please submit the following:

Submit a Specimen Certificate of Events and Specimen Certificate of Resolution.

Your submittal does not include a specimen Certificate of Events or a Specimen Certificate of
Resolution with the Standby Trust Agreement. Section 5 of the Standby Trust Agreement
refers to an attached Specimen Certificate of Events. The Specimen Certificate of Events, in
turn, is to refer to an attached Certificate of Resolution authorizing the commencement of
decommissioning. Please submit the specimen certificates (which should contain blank spaces
for dates and signatures until decommissioning activities have commenced). You may use

the recommended wording to the specimen certificates on pages 4-24 and 4-25 of Regulatory
Guide 3.66. The specimen certificates will assist the trustee in evaluating whether a release
of funds from the trust is appropriate.

In addition, please submit Schedule B as referred to in Section 4 of your Standby Trust
Agreement.
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Varian Associates, Inc. -2-

Satisfactory financial assurance is required for your license. Therefore, we request that you
respond within 30 calendar days of the date of this letter. Please reply in duplicate to my
attention at the Region I office and be sure to submit originally signed documents. You may
refer to Mail Control No. 113624,

If you have any gquestions regarding this letter please call Anthony Dimitriadis of my staff at
(215) 337-6953.

Sincerely,

Original Signed By:
Mohamed M. Shanbaky

Mohamed M. Shanbaky, Chief
Research and Development Section
Division of Radiation Safety

and Safeguards

e,
Varian/Beverly Microwave Division
ATTN: John McKinley
Radiation Safety Officer
8 Salem Road
Beverly, Massachusetts 01915

bee:

M. Shanbaky, RI
A. Dimitriadis, RI
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Dimitrif/amw Shanbaky
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Ootober 8, 19493 Mailed Certified,
Return Keceipt Reqguested

Mr., Anthony Dimitriadis

US. Nuclear Regulatory Commission
Region |

476 Allendale Road

King of Prussia, FA 19406=1415

Re: Docket No. 030-10763
License No, 20-02237-04
Control No, 113624

Dear Mr. Dimitriadis:
This will respord to your letter dated August 23, 1933; which requested
additional information concerning Varian's August 10, 1993 submittal:

1. Describe the means to be used for adjusting cost estimates and associated
funding levelsg aver the facility.

Answer: Varian will satisfy this requirement by, every two years:
-«  Adjust cost estimate for inflation
-~ Request a Certified Health Physicist consultant to
review the curvent cost estimate and revise as necessary
Please note the current cost estimate includes a 25% contingency
factor above the actual estimated cost.

“
o

Submit a Standy Trust Agreement and related documents.

Angwer . Enclosed please find the executed Standby Trust Agreement.,
The surety bond has already been forwarded to yvour attention
under geparate cover.

As requested, this response is being forwarded to you in duplicate. 1f you
should have any questions or require additional information or documentation,

please feal free to contact me.

Sincerely,

Uelype #Hhews

Ariyne Gittens
Insurance Analyst

-
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Enc.

Varian Associates, Inc. PO. Box 10600 Palo Alto, California 94304-0883 U.S.A. 0CT 13 1009
415/493-4000 Telex 34-8476
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STANDRBY 'THRUST AGRIEEMENT

TRUST AGREEMENT, the Agreement entered into as of [ E’_ _/_f/ ? by and between
Varian Associates, Inc., a Delaware corporation, herein referred to as the
"Grantor™, and The First National Bank of Boston, the "Trustee”.

WHEREAS, the U.§. Nuclear Regulatory Commission (NRC), an agency of the U.S.
Government, pursuant to the Atomic Fnergy Act of 1954, as amended, and the
Energy Reorganization Act of 1974, has promulgsated regulations in Title 10,
Chapter 1 of the Code of Federal Regulations, Part 30. These regulations,
applicable to the Grantor, require that a holder of, or an applicant for, a
Part 50, 40, 70 or 72 license provide assurance that funds will be available
when needed for required decommissioning activities,

WHERFAS, the Grantor has elected to use a surety bond to provide all of such
financial assurance for the facilities identified herein; and

WHEREAS, when payment is made under a surety bond, this standby trust shall be
usexd for the receipt of such payment; and

WHEREAS, the Grantor, acting through its duly authorized officers, has selected
the Trustiee to be the trustee under this Agreement, and the Trustee ig willing
Lo act as trustee,

NOW, THEREFORE, the Grantor and Trustee pagree as fol lows:

Section 1. Definitions. As used in this Agreement;

(&) The Lerm "GOrantor” means the NRC licensee who enterg into this
Agreement and any successorg or assigns of the Grantor.

{h) The term "Trustee” means the trustee who enters into this Agreement
and any successor Trustee,

Section 2. Costs of Decommissioning. This Agreement pertains to the costs of
decommi=sioning the materials and activities identified in License Number
20-02237-04 jssued pursuant to 10 CFR Part 30 as shown in Schedule A.

Section 3. Establishment of Fund. The Grantor and the Trustee hereby
establish a standby trust fund (the Fund) for the benefit of the NRC. ‘The
Grantor and the Trustee intend that no third party have access to the Fund
except as provided herein.

Section 4. Payments Constituting the Fund, Payments made to the Trustee for
the Fund shall consist of cash, securities, or other liquid assets acceptable
to the Trustee. The Fund is established initially as consisting of the
property, which is acceptable to the Trustee, described in Schedule B attached
hereto, Sueh property and any other property subsequently transferred to the
Trustee are referred to as the "Fund", together with all earnings and profits
thereon, less any payments or distributions made by the Trustee pursuant to
this Agreement. The Fund shall be held by the Trustee, IN TRUST, as
hereinafter provided:. The Trustee shall not be responsible nor shall it

il e e e s e e
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undertake any responsibility for the amount of, or adeguacy of the Fund, nor
any duty to collect from the Grantor, any pavments necessary to discharge any
liabilities of the Grantor established by the NRC.

Section §, Payment for Required Activities Specified in _the Plan. The

Trustee shall maske payments from the Fund to the Grantor upon presentation to
the Trustee of the following:

@, A certificate duly executed by the Secretary of the Grantor
attesting to the ocourrence of the svenls, and in the form set
forth in the attached Specimen Certificate, and

b, A certificate attesting to the folloawing conditions:

{11 that decommissioning is proceeding pursuant to an NRC-
approved plan,

(2} that the funds withdrawn will be expended for activities
undertaken pursuant to that Plan, and

{4)  that the NRC has been given 30 days’' prior notice of
Varian Associates Inc.’s intent to withdraw funds from
the escrow fund.

Noowithdrawal from the fund can excoeed 10% percent of the outstanding
balance of the Fund or $27,700.00 dollars, whichever is greater, unless
NRC approval is attached.

In the event of the Grantor's default or inability to direct decommissioning
activities, the Trustee shall make payments from the Fund as the NRC shall
direct, in writing, to provide for the payment of the costs of required
activities covered by Lhis Agreemont. The Trustee shall reimburse the Grantor
or other persons as specified by the NRC, or State agency, from the Fund for
expenditures for required activities in such amounts as the NRC, or State
agency, shall direct in writing., In addition, the Trustee shall refund to the
Grantor such amounts as the NRC specifies in weiting., Upon refund, such funds
ahll no longer constitute part of the Fund as defired herein,

Section 6, Trust Management. The Trustee shall invest and reinvest the
principal and income of the Fund and keep the Fund invested as a single fund,
without distinetion between principal and income, in accordance with general
investment policies and guidelines which the Grantor may communicate in writing
to the Trustee from time to time, subject, however, to the provisions of this
section, In invesling, reinvesting, exchanging, selling, and managing the
Fund, the Trustee shall discharge its dutiee with respect to the Fund solely in
the interest of the beneliciary and with the care, skill, prudence, and
diligence under Lhe circumstances then prevailing which persons of prudence,
acting in a like capacity and familiar with such matters, would use in the
conduct, of an enterprise of a like character and with like aims; except that:

(a) Securities or other obligations of the Grantor, or any other owner
or operator of the facilities, or any of their affiliates as defined
in the Investment Company Act of 1940, as smended (15 U.8.C. 80a-2(a)),
shall not be acquired or held, unless they are securities or other
obligations of the Federal or a State government;
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{b) The Trustee is authorized to invest the Fund in time or demand deposits
of the Trustee, to the extent insured by an agency of the Federal
Government, and in obligations of the Federal Government such as GNMA,
FNMA, and FHIM bonds and certificates or State and Municipal bonds
rated AA or higher by Standard and Poors or Aa or higher by Moody's
Investment Services; and

{e) For a reasonable time, not to excecd 60 days, the Trustee is authorized
to hold uninvested cash, awaiting investment or distribution, without

3

limbility for the pawment of interest thereon.

Section 7. Commingling and Investment. The Trustee is expressly authorized
ifi its discretion:

(&) To transfer from Lime to time any or all of the assets of the fund to
any common, commingled, or collective trust fund created by the Trustee
in which the Fund is eligible to participate, subject to all of the
provisions thereof, to be commingled wilh the assets of other trusts
participating therein; and

{H To purchase shares in any Investmwent company registered under the
Investment Company Act of 1940 (15 U.S.C. 80a-1 et seq.), including
one that may be created, managed, underwritten, or to which
investment advice is rendered, or the shares of which are sold by
the Trustee. The Trustee may vote such shares in its discoretion,

Section 8., Express Powers of Trustee, Without in any way limiting the powers
and discretion conferred upon the Trustee by the other provisions of this
Agrecsment or by law, the Trustee is expressly authorized and empowered:

(a) To sell, exchange, convey, transfer, or otherwise dispose of any
property held by it, by public or private sale, as necessary to allow
duly authorized withdrawals at the joint request of the Grantor and
the NHC or to reinvest in securities at the direction of the Grantor;

(h) To make, execute, acknowledge, and deliver any and all documents of
tranafer and convevance and any and all other instruments that may
s necessary or appropriate to carry out the powers herein granted;

(e2) To register any seourities held in the Fund in its own name, or in
the name of a nominee, and Lo hold any security in bearer form or
in book entry, or to combine certificates representing such securities
with certificates of the same issue held by the Trustee in other
fiduciary capacities, to reinvest interest payments and funds from
matured and redeemed instruments, to file proper forms concerning
securities held in the Fund in a timely fashion with appropriate
government agencies, or to depogit or arrange for the deposit of
such securities in a qualified central depository even though, when
so deposited, such securities may be merged and held in bulk in the
name of the nominee or such depository with other securities deposited
therein by another person, or to deposit or arrange for the deposit of
any securities issued by the 1.8, Government, or any agency or
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If for any reason the Grantor cannot or does not act in the event of the
resignation of the Trustee, the Trustee may apply to a court of competent
Jurisdiction for the appointment of a successor Trustee or for instructions,
The succeszsor Trustee shall specify the date on which it assumes administration
of the trust in a writing sent to the Grantor, the NRC or State agency, and
the present Trustee by certified mail 10 days before such change becomes
effective. Any expenses incurred by the Trustee as a result of any of the acts
contemplated by this section shall be paid as provided in Section 9,

Section '4. Instructions to the Trustee. All orders, requests, and
instructions by the Grantor to the Trustee shall be in writing, signed by such
persons as are signatories to this agreement or such other designees as the
Grantor may designate in writing. The Trustee shall be fully protected in
actil ¢ without inquiry in accordance with the grantor’s orders, requests, and
instructions. Jf the NRC or State agency issues orders, requests, or
instructions to the Trustee these shall be in writing, signed by the NRC, or
State agency, or their designees, and the Trustee shall act and shall be fully
protected in acting in accordance with such orders, requests, and instructions.
The Trustee shall have the right to assume, in the absence of written notice to
the confravy, that no event constituting a change or a termination of the
authority of any person to act on behalf of the Grantor, the NRC, or State
agency, hereunder has ocourred. The Trustee shal) have no duty to act in the
absence of such orders, requesta, and instruction from the Grartor and/or the
NHC, or State agency, except as provided for herein.

Section 15. Amendment of Agreement. This Agreement may be amended by an
ingtrument. in writing executed by the Grantor, the Trustee and the NRC, or
State agency, or by the Trustee and the NRC or State Agency, if the Grantor
ceases to exist,

Scction 16, Irrevocability and Termination. Subject to the right of the
parties to amend this Agreement as provided in Section 15, this trust shall be
irrevocable and shall continue until terminated at the written agreement of the
Girantor, the Trustee, and the NRC or State agency, or by the Trustee and the
NRC or State agency, if the Grantor ceases to exist. Upon termination of the
trust, all remaining trust property, less final trust administration expenses,
shall be delivered to the Grantor or its successor.

Section 17. Immunity and Indemnification. The Trustee shall not incur
personal liability of any nature in conneection with any act or omission, made
in good faith, in the administration of this trust, or in carrying out any
directions by the Grantor, the NRC, or State agency, issued in accordance with
this Agreement. The Trustee shall be indemnified and saved harmless by the
Grantor or from the trust fund, or both, from and against any personal
liability to which the Trustee may be subjected by reason of any act or conduct
in its official capacity, including all expenses reasonably incurred in its
defense in the event the Grantor fails to provide such defense.

Section 18, This Adreement shall be administered, construed, and enforced
acoording to the laws of the State of Massachusetts.

I
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Sectian 19, Interpretation and Severability. As used in this Agreement,
words in the singular include the plural and words in the plural include the
singular. The descriptive headings for each section of this Agreement shall
not affect the interpretation or the legal efficacy of this Agreement. If any
part of this agreement is invalid, it shall not affect the remaining provisions
which will remain valid and enforceable.

IN WITNESS WHERBOF the parties have caused this Agreement to be executed by the
respective officers duly authorized and the incorporate seals to be hereunto
affixed and attested as of the date first written above.

ATTEST: Grantor: VARIAN ASSOCTATES, INC,

[ Seal ] by: . e -
name/titlel  aAljen K. Jones
Vice President & asurer
Trustee: THE FIRST NATIONAL BANK OF BOSTON
as Trustee
[ Seal | by & A o e

name/tit .[67: J‘. Ogavero A—ut ‘ .Z‘ed ‘.)!ﬁ(fl‘!l"
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Varian Associates, Inc. -2+

Standby Trust Agrecment, acknowledgement, and other related documents as
recommended in Regulatory Guide 3.66, pages 4-18 through 4-27. Please submit
originally, signed duplicates of these documents,

Satisfactory financial assurance is required for your license. Therefore. we request that you
respond within 30 calendar days of the date of this letter,

We will continue our review upon receipt of this information. Please reply in duplicate to
my attention at the Region 1 office and refer to Mail Control No. 113624,

If you have any questions regarding this letter please call Anthonv Dimitriadis of my staff at
(215) 337-6953.

Sincerely,

L1 “
T Snaaiz@ AN
John D. Kinneman, Chief
Research, Development and
Decommissioning
Division of Radiation Safety
and Safeguards
Enclosure:

Regulatory Guide 3.66

(e
Varian/Beverly Microwave Division
ATTN: John McKinley
Radiation Safety Officer
¥ Salem Road
Beverly, Massachusetts 01915

bee;
J. Kinneman
A. Dimitnadis

RSS RI

itriadis/gc nneman
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VIA EXPRESS MAIL
p10-10763
August 10, 1993

Mr. Anthony Dimitriadis
Research, Development and
Decommissioning Section
Division of Radiation Safety
and Safeguards
U.S. Nuclear Regulatory Commission
Region 1
475 Allendale Road
King of Prussia, PA 19406-1415

Docket No.: 030-10763
License No.: 20-02237-04
Control No.: 113624

Dear Mr. Dimitriadis:

I am writing in response to John Kinneman's letter to Arlyne Titus that
was received in Varian's Risk Management Department on June 11, 1993,

In accordance with the 10 CFR part 20, enclosed please find a
Decommissioning Funding Plan for Varian's Crossed Field and Receiver
Protector Products facility in Beverly, Massachusetts along with a surety
bond equal to the decommissioning cost estimate of $277,000.

I trust that Varian is in compliance with the NRC guidelines; however, after
review if you should have any questions, please contact me.

Sincerely,
A bt W S (

Elisha W. Finney A
Manager, Risk Management & Credit

.

Enc.

cc: Mike Grabko

Paul Norton OFFICiAL, RECORD COPY ML 10 4
Alan Palter JI13€T Y
Varian Associates, Inc. 3100 Hansan Way P. O Box 10800 Paio Alto, California 94304-0883 U S.A MG 19 r‘j J

415/493-4000 Telex 34-8476



Decommissioning Fun-ling Plan

Varian Corporation
Crossed Field and Receiver Protector Products

150 Sohier Road

Beverly, Massachusetts

USNCR Materials License 20-02237-04

August 5, 1993



DECOMMISSIONING FUNDING PLAN
Varian

Crossed Field and Receiver Protector Products

1.0 INTRODUCTION

Varian herewith submits this Decommissioning Funding Plan (DFP)
to the U.S. Nuclear Regulatory Commission (USNRC) in accordance with
the requirements mandated in 10 CFR 30.35(a) Varian possession
Materials License Number 20-02237-04 is subject to this regulation in that
authorization has been granted by the USNRC to possess and use
unsealed byproduct materials of half-life greater than 120 days and in
quantities exceeding those specified in 10 CFR 20 (Appendix C).

1.1  DESCRIPTION OF PRODUCTS CONTAINING RADIOACTIVE MATERIALS

Varian manufactures receiver protector tubes at its Beverly,
Massachusetts facility which are used in a wide variety radar systems
employing a common antenna for both the transmitter and the receiver.
Receiver protector tubes, as a component in the antenna system, block high
level signals generated by the transmitter from damaging the receiver and allow
the low level signals to pass through and enter the receiver. By acting as a
switch, the receiver protector tube turns on to block signals when the radar
transmits and turns off to detect the response. Radar protectors typicaily
consist of gas discharge devices, solid-state devices, ferrite devices or a
combination of these. The byproduct material subject to the license is used in
the manufacture of the gas discharge type devices by Radar Products Division.

Several byproduct materials are employed for different manufacturing
applications including Tritium (Hydrogen 3), Cobalt 60 and Promethium 147.
Devices produced by Varian meet the following criteria:

1. Each unit is sealed, and the byproduct material contained inside is
not accessible without breaking the device;

2. Each unit contains less radioactivity than amounts specified in 10
CFR 30.15(8) - "Electron Tubes" contaiming byproduct material; and

w

Each unit is marked in accordance with NRC and State regulations.



1.2 QUANTITIES OF STORED RADIOACTIVE MATERIAL

As required by the Materials Licence issued to Varian radioactive
material is not possessed in excess of the following quantities:

Byproduct Chemical and/or License Typical

Material Physical Form Limit Quantities
Stored

1} Cobalt 60 Any 50 < 20 mCi

2)  Promethium 147 Any 400 < 40 mCi

3) Hydrogen 3 Any 9 < b5 Ci

4) Hydrogen 3 Titanium Tritide 400 < 200 Ci

Foils

1.3 RECENT NRC INSPECTION EXPERIENCE

In 1991 the U.S. Nuclear Regulatory Commission conducted a Safety
Inspection of Varian's licenses. As detailed on NRC Form 591 the finding of the
inspection was that: "Within the scope of this inspection. no violations were
observed.”

1.4  AREAS WHERE UNSEALED RADIOACTIVITIES ARE USED OR STORED

Varian Crossed Field and Receiver Protectors limits the use of the
unsealed sources listed in 1.2 to the Tritium Laboratory located in Building 5 of
its 150 Sohier Road, Beverly, Massachusetts facility. Protector tubes
containing these sources are transferred to other areas of Building 5. Stock
solutions of radioisotopes are stored in a small enclosed area in Building 4.

Prior to 1982 the Tritium laboratory was located in Building #1. This
area was decontaminated in 1983 however a potentially contaminated part of
the ventillation system remains on the roof above this room.

2.0  PROJECTED DECOMMISSIONING ACTIVITIES |

The objective of the projected decommissioning activities detailed below is
to remove property and structures at the facility safely from service and reduce
residual radioactivity to a level that permits release of the property for
unrestricted use and termination of license as defined in 10 CFR 30.4(a). The
affected areas include the Tritium Lab, the Exhaust Trolley Area, the Tip-off
Cap-off Area, the old Tritium Lab Welding Area, the TR Production Dispensing
Station, the Source Storage Area and the Manufacturing Areas.
Decommissioning tasks specific to each of these locations are as follows:



2.1 TRITIUM LAB

a)

bl

c)

d)

Remove hoods, glove boxes, Welding units and air conditioner.
Dismantle and dispose of as radioactive waste

Remove entire exhaust ventilation system and dispose of as
radioactive waste,

Survey and decontaminate remaining surfaces including floor walls,
ceiling light fixture, benches, cabinets, sinks, freezer and floor drain.

Dispose of wall sections, floor linoleum and other items that cannot
be decontaminated and disposed of as radioactive waste.

Probable Items Needing Disposal

Item Volume stim “tivi

ft3 mCi H-3

Ductwork 15 < 10

Lab Equipment 20 < 10

Linoleum 5 < B

Walls 100 < 10

Floor Scabbling 15 <10

Areas Requiring Decontamination

Item Arca

fit3

Walls & Floor 5CO
Work Benches 50
Sink & Freezer 15

2.2 EXHAUST AREA

a)

b)

Survey and remove any contaminated equipment and dispose of as
radioactive waste.

Survey and decontaminate (< 5 ft3 expected) if necessary bench and
floor areas (< 50 ft2 expected).



2.3

2.4

N

TEST AREA

a)

b)

¢)

Survey benches, floor and equipment,

Remove contaminated equipment and dispose of as radioactive waste

(< 5 ft3 expected).

Decontaminate bench and floor areas if necessary (< 50 ft2 expected).

MANUFACTURING AREAS AND PATHWAYS

a)

b)

Survey pathways (~2500 ft2) and decontaminate if necessary (no
contamination expected).

Survey production area floors, benclies and equipment (~6000 ft2).
Decontaminate if necessary (little or no contamination expected).

BUILDING FOUR BASEMENT STORAGE AREA

a)
b)

c)

d)

e)

Item

Perform preliminary survey of all areas and equipment items.
Decontaminate walls, floor and ceiling as necessary.

Dispose of contaminated storage containers, cinder blocks and wall
sections which cannot be decontaminated.

Perform final radiation survey. Decontaminate and resurvey if
necessary,

Dispose of stock solutions of source materials as radioactive waste,

Dispose of lead bricks as mixed waste.

Probable Contaminated Items Needing Disposal

Y.QI%mﬂ Est. Activity
ft

Storage Containers 5 10 mCi H-3

Stock Solution (H-3) - 40 Ci H-3

Stock Solution (Co-60)

1.0 mCi Co-60

Lead Bricks 3 < 10 mCi H-3
(mixed waste)

Cinder Blocks 5 < 10 mCi H-3

Walls 5 < 10 mCi H-3



2.6

Areas to be Monitored and Decontaminated

Monitored Decontaminated
fi2 {2
Walls, Floor 125 50
and Ceiling
Containers & 100 -

Materials

OLD H-3 LAB IN BUILDING #1

al  Monitor all floors, walls and ductwork and any equipment stored in
room.

b)  Remove and dispose of contaminated ductwork.

¢}  Monitor roof area for contamination.

Probable Contaminated Items Needing Disposal

Item Volume Estimated Activity
ft2 mCi H-3
Ductwork and 10 20

Pump on Roof

Wall Areas 5 10

Areas Needing to be Monitored and Decontaminated

Monitored Decontaminated
ft2 ft2
Walls, Floors, 1000 100
Ceiling and
Roof Area

Equipment Items 200 .




3.0 SITE SPECIFIC COST ESTIMATE FOR DECOMMISSIONING

The methods used for estimating the costs for this Decommissioning
Funding Plan are based on the U.S. Nuclear Regulatory Guide 3.66 entitled:
‘Standard Format and Content of Financial Assurance Mechanisms Required
for Decommissioning Under 10 CFR Parts 30, 40, 70, and 72." The cost
estimates included in this document were developed by a Certified Health
Physicist and the format used to present the cost information is based on the
tables shown in the Regulatory Guide.

3.1  ESTIMATED COST FOR DECOMMISSIONING AT THE FACILITY
The estimated cost for performing the projected decommissioning

activities as described in Section 2.1 will amount to $276,969. A summary of
the individual costs for each major decommissioning task is shown in Table 1:

TABLE 1
SUMMARY OF DECOMMISSIONING COST ESTIMATES

Decommissioning Activity Estimated Cost
Planning and Preparation $ 9 275
Monitoring, Decontaminating and $ 59,350
Dismantling

Bioassays and Dosimetry $ 3,000
Supplies and Equipment $ 11,500
Radioactive Wastes $ 120,000
Final Radiation Survey 8 8,450

HP Auditing and Oversight $ 10,000
Total $® 221,675

Contingencies - 25%  $ 55,394
Grand Total $ 276,969







Decommissioning Funding Plan

3.2.1  PLANNING AND PREPARATION

TAGLE 2
PLANNING AND PREPARATION WORK DAY ESTIMATE
Task Supervisor Other HP [Clerical 7 Total Days|Total Cost
(HP
Technician)
1) Preparation N/A N/A 5.0 5.0 $2,000
of Documentation
for Regulatory
Agencies
2) Submittal of 1.0 N/A 0.75 4 5.75 $1,200
Decommissioning
Plan to NRC when
required by
10CFR 30.36 (c) (2)
3) Development of 1.0 N/A 5.0 1 7.0 $2,525
Work Plans
4) Procuring of 0.5 N/A 0.5 N/A 1.0 $400
Special Equipment
5) Statf Training 1.0 N/A 2.0 N/A 3.0 $1,200
6) Characterization of N/A 3.0 3.0 N/A 6.0 $1,950
Radiological
Condition c¢f the
Facility
Jf=
7) TOTAL: 3.5 3.0
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Decommissioning Funding Plan

TABLE 3
UNIT COSTS FOR DECOMMISSIONING WORKERS

“Position  |Basic Salaries |  Overhead Rate |  Worker Cost |
($/Year) per Day
Supervisor $60,000 28.75% $400
Foreman $40,000 28.75% $250
i
Craftsman $40,000 28.75% $250
Techniclan $40,000 28.75% $250
Heaith Physicist $60,000 28.75% $400
Laborer $25,000 28.75% $150
Clerical $20,000 28.75% $125
e e e
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Decommissioning Funding Plan

TABLE 5
DECONTAMINATION AND DISMANTLING WORKDAY ESTIMATE

ﬂTask ]Supervlsor Techniclan| HP | Craftsman | Laborer | Total

* e o e v o A ————— T —— e e
1) Decon/ N/A N/A - N/A N/A N/A N/A
Dismantle
Major
Components
and/or f
Processing

and Storage
tanks

2) Decon/ 5 40 40 5 40 130 $35,250
Dismantie
Labs, Fume
Hoods, Glove
Boxes and
Benches

3) Decon/ 2 10 5 2 10 29 $8.,300
Storage Area

and Old H-3
Lab

4) Decon/
Dismantle
Waste (NOTE: Not Applicable at this facility)
Treatment
Area

5) Monitor for 2 20 10 N/A 20 N/A $12,800
Compliance

Re-clean and i
re-monitor

6) Blo-assay and $3,000
Dosimetry







Decommissioning Funding Plan

3.2.3

TABLE 7

COST ESTIMATE FOR CONTAINERS

PACKAGING SHIPPING AND DISPOSAL OF RADIOACTIVE WASTES

=

Number of
Containers

Type of
Containers

Unit Cost of
Container

Cost of
Containers

TABLE B

ESTIMATE SHIPPING AND DISPOSAL COSTS FOR RADIOACTIVE WASTES

Surcharges:

Burial and Shipping Charges:

per Contalner:

$150

for Disposai: $120 per 13
Waste Type Burial Volume |Unit Cost of Burial Surcharge Burial Cost
A 235 73 $400 $120 $117,000
Mixed 3 nd $1,000 - $3,000

$120,000



Decommissioning Funding Plan

3.2.4 FINAL RADIATION SURVEY
TABLE 9
FINAL RADIATION SURVEY
Task Supervisor | Techniclan| HP Clerical Total Hours | Total Cost
PR SRS T

Survey 2 10 5 - 17 $530

Documentation 2 . 5 2 9 $315
TOTAL: 4 10 10 2 26 $845

o e )

Note: The restoration of contaminated ground, site stabilization, and long-term surveiliance
are not applicable at this faciity.
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PAYMENT SURETY BOND

Date band executed: _AUGUST 10, 1993

Effective date: AUGUST 10, 1993
VARIAN ASSOCIATES, INC.
Principal: 150 SOHIER ROAD, BEVERLY, MA 01915-5595

Type of Organization: CORPORATION
State of Incorporation: DELAWARE

NRC License nmumber, name and address of facility, and amount(s) for
decamissioning activity guaranteed by this bond: #20-02237-04,

SAFECO INSURANCE COMPANY OF AMERICA
Suwrety(ies) 120 MONTGOMERY STREET, #2050, SAN FRANCISCO, CA 94104

Type of Organization: CORPORATION

State of Incorporation: _WASHINGTON

Surety’s qualification in jurisdiction where licensed facility is located.

Surety's bond number: 5770122

Total penal sum of bond: $277,000.00

Enow all persons by these presents, thet we, the Principal and Surety(ics)
hereto, are firmly bound to the U.S. Nuclear hegulatory Coammission (hereinafter
called NRC) in the above penal sum for the payment of which we bind ourselves,
our heirs, executors, administrators, successors, and assigns jointly and
severally; provided that, where the Sureties are corporations aoting as co-
sureties, we, the Sureties, bind ourselves in such sum "Jointly and severally”
only for the purpose of allowing a joint aotian or actions against any or all of
us, and for all other purposes each Surety binds itself, jointly and severally
with the Principal, for the payment of such sum only as is set forth opposite the
name of such Surety; but if no limit of liability is indicated, the limit of
liability shall be the full amount of the penal sum.,

WHEREAS, the NRC, and agency of the U.S. Coverrment, pursuant to the Atomic
Energy Act of 1954, as amended, and the Energy Reorganization Act of 1974, has
promulgated regulations in Title 10, Chapter I of the Code of Federal
Regulations, Part (30, 40, 70, or 72], applicable to the Principal, which
require that a license holder or an applicant for & facility license provide
financial assurance that funds will be available when needed for facility
decommi ssioning.

NOW, THEREFURE, the conditions of the obligation are such that if the Principal
shall faithfully, before the beginning of decommissioning of each facility
identified above, fund the standby trust fund in the amount identified sbove for
the facility;
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Or, if the Principal shall fund the standby trust fund in such amount after an
order to begin facility decommissioning ie issued by the NRC or a U.S. district
court or other court of competent jurisdiction;

Or, if the Principal shall provide alternative financial assurance and obtain the
written approval of the NRC of such assurance, within 30 days after the date &
notice of cancellation from the Surety(ies) is received by both the Principal and
the NRC, then this obligation shall be null and wid; otherwise 1 is to remain

in full force and effect.

The Surety(ies) shall become liable on this bond obligation only when the
Principal has failed to fulfill the conditions described above. Upon
notification by the NRC that the Principal has failed to perform as guaranteed by
this bond, the Surety(ies) shall place funds in the amount guaranteed for the
facility(ies) into the standby trust fund.

The liability of the Surety({ies) shall not be discuarged by any payment or
succession of payments hereunder, unless and until such payment or payments shall
emount in the aggregate to the penal sum of the bond, but in no event shall the
obligation of the Surety(ies) hereunder exceed the amount of said penal sum.

The Surety(ies) may cancel the bond by sending notice of cancellation by
certified mail to the Principal and to the NRC provided, however, that
cancellation shall not ocour during the 90 days beginning on the date of receipt
of the notice of cancellation by both the Principal and the NRC, as evidenced by
the return receipts.

Thke Principal may terminate this bond by sending written notice to the NRC and to
Surety(ies) 90 days prior to the proposed date of termination, provided, however,
that no such notice shall became effective until the Surety(ies) receive(s)
written authorization for termination of the bond from the NRC.

The Principal and Surety(ies) hereby agree to adjust the penal sum of the bond
yearly so that it guarantees s new amount, provided that the penal sum does not

increase by more than 20 percent in any one year, and no decrease in the penal
vun takes place without the written permission of the NRC.

If any part of this agreement is invalid, it shall not affect the remaining
provisions which will remain valid and enforceable.

In Witness Whereof, the Principal and Surety(ies) have executed this financial
guarantee bond and have affixed their seals on the date get forth above.

The persons whose signatures appear below hereby certify that they are authorized
to exeoute this surety bond on behalf of the Principal and Surety(ies).

PRINCIPAL: VARIAN ASSQCIATES, INC.
(Signature(s)] 7 E/0;

i b P <
{Names (s) ] * A

(Title(s)] > ~ '

{Corporaie seal]
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QORPORATE SURETY(IBS) SAFECO INSURANCE COMPANY OF AMERICA

120 MONTGOMERY STREET, #2050
[(Name and address] SAN FRARCISCO, CA 94104

State of Incorporation: _WASHINCTON

Liability limit: $277,000.00

[Signature(s)] T ¢ .
[Name(s) and title(s)] KATSUKO TAKATA, ATTORNEY-IN-FACT

[Corporate seal]

Band premium: ¢ 1, 385,00
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POWER SAFECO INSURANCE COMPANY OF AMERICA
GENERAL INSURANCE COMPANY OF AMERICA
OF ATTORNEY HOME OFF ICE: SAFECO PLAZA

SEATTLE, WASHINGTON 98185

No. 8057

KNOW ALL BY THESE PRESENTS:

That SAFECO INSURANCE COMPANY OF AMERICA and GENERAL INSURANCE COMPANY OF AMERICA, each a Washington
corporation. aoes sach harabty 1

saxnanswasKATSUKDO TAKATA; San Francisco, Cal i forn i asn e s s s AN N N N RN NN AR N RSN NS U RO RN NN b

15 true and lawful attorney(s)-in-fact, with ful authority 10 executa on its behalf fidelity and suraty bonds or undertakings and other
docunents of a simular character issued in the course of its business. and 10 bind the respective company thereby.

IN WITNESS WHEREQF, SAFECO INSURANCE COMPANY OF AMERICA anc GENERAL INSURANCE COMPANY OF AMERICA have each
execyled and anested these presents

s 41 h day of January .19 83

CERTIFICATE

Exiract from the By-Laws of SAFECO INSURANCE COMPANY OF AMERICA
and of GENERAL INSURANCE COMPANY OF AMERICA:

"Article V., Section 13, - FIDELITY AND SURETY BONDS . . . the President, ary Vice President, the Sacretary, and any Assistant Vice
Prasidert appointed for that purpose by the officer in charge Of surety operations. shall each have authority 10 appoint individuais as
auorneys-in-fact or under other appropriate titles with authority 1o execule on behalf of the company figelity and surely bonds and
other documenis of simiar character issued by the comparyy in the course of its business . . . On any instrument making or evidencing
such sppomtment, the signalures may be affixed by facsimile, On any instrament conferring such authority or on any bond or undertaking
of the compary, the seal. or a facsimile thereof. may be impressed or affixed or in arw other manner raproduced: provided. however,
thal the seal shall not be necessary 10 the validity of any such instrument or unagertaking.”

Extract from a Resolution of the Board of Directors of SAFECO INSURANCE COMPANY OF AMERICA
and of GENERAL INSURANCE COMPANY OF AMERICA adopted July 28. 1870.

"On any cartificate executed by the Secretary or an assistant secretary of the Company setting out,
() The provisions of Articie V, Section 13 of the By-Laws, ang
() A copy of the power -of - atorney appointment, executed pursuant thereto, and
(i} Certifying that said power- of -attorngy appointment is in full force and effect,
the signature of the certifying officer may be by facsimile, and the seal of the Company may be a facsimile thereof.”

I ROA Person. Secretary of SAFECO INSURANCE COMPANY OF AMERICA and of GENERAL INSURANCE COMPANY OF AMERICA,
do herety certify thal the foregoing exiracts of the By-Laws and of a Resolution of the Board of Directors of these corporations, ang

of a Power of Attorney issued pursuan! therelo. are true and correct, and that both the By-Laws. the Resolution and the Power of
Attorney are still in full force ang effect.

IN WITNESS WHEREOQF, | have hareunto set rmy hand and affixed the facsimile seal of sald corporation

this LOTH da of AUGUST Py

S-0 W/EP 182 ® Registered trademark of SAFECO Corporation.
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JUN 111993

Docket No.  030-10763
License No. 20-02237-04
Control No, 113624

Varian Associates, Inc.
ATTN: Arlyne Titus
Insurance Analyst
611 Hansen Way
P.O. Box 10800
Palo Alto. California 94303-0883

Dear Ms. Titus:
This is in reference to your submittal dated March 7, 1991 with enclosures, to provide
financial assurance for License No. 20-02237-04. We have reviewed your submittal and

request you to modify your submission to address the specific matters described below:

l. Submit a Centification Statement (Regulatory Guide 3.66, Page 1-5)

A statement of certification of financial assurance, as recommended by Regulatory
Guide 3.66 "Standard Format and Content of Financial Assurance Mechanisms
Required for Decommissioning Under 10 CFR Parts 30, 40, 70 and 72" (June 1990),
Page 1-5 was not included in the submittal. The statement of certification provides
information that allows the NRC to verify the names and locations of the facilities for
which financial assurance is provided and the amount and types of materials handled
and officially certifies that you are in compliance with the appropriate requirements.
Please submit the certification.

L

Submit an Alternative Financial Assurance Mechanism (10 CFR 30.35(f))

The submittal included a financial test applicable to a parent guarantee. Such a
guarantee must be provided by the licensee’s parent company, rather than the licensee.
The submission must demonstrate that the licensee and parent guarantor are separate
and distinct entities.  There 1s no evidence in the submission of a parent-subsidiary
relationship between the licensee and the guarantor. In fact, in Paragraph 2 of the
letter from your Chief Financial Officer you state that the licensed facility is owned or
operated by Varian Associates. Since you did not identify a corporate parent to
provide an independent financial commitment beyond your own, submit another type
of financial assurance mechanism in compliance with 10 CFR 30.35.

OFFICIAL RECORD COPY - G:\WPS\DLTR\D93-176 - 06/09/93
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Varian Associates, Inc 3

5. Toe company must agree to notify NRC within 90 days of any matters
coming to the attention of the auditor that cause the auditor to believe
that the data specified in the financial test should be adjusted and that
the company no longer passes the test.

Satisfactory financial assurance is required for your license. Therefore, we request that you
respond within 30 calendar days of the date of this letter. If you have any questions, please
contact Anthony Dimitriadis at (215) 337-6953.

Sincerely,

{N‘rf..'r — """“"»f’,"“ .
vl 32, Batnieman

John D. Kinneman, Chief

Research, Development and
Decommissioning Section

Division of Radiation Safety
and Safeguards

Enclosure:
Regulatory Guide 3.66

cC,
Varian/Beverly Microwave Division
ATTN: John McKinley
Radiation Safety Officer
8 Salem Road
Beverly, Massachusetts 01915

‘Rl |
nneman |

i
Dimitri dl \Tony:srb
o . 3

{
6//0/93 6/)0/93 |
\
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UNITED STATES
NUCLEAR REGULATORY COMMISSION
WASHINGTON, D. C. 205556

e
Toant

MEMORANDUM FOR: John J. Kinneman, Chief ij’
Research, Development and
Decommissioning Section
Division of Radiation Safety
and Safeguards, Region 1

FROM: Louis M. Bykoski
Decommissioning and Regulatory
Issues Branch
Division of Low~Level Waste Management
and Decommissioning
Office of Nuclear Material Safety
and Safeguards

SUBJECT: THE OFFICE OF GENERAL COUNSEL AND CONTRACTOR
COMMENTS ON NONSTANDARD FINANCIAL ASSURANCE
SUBMITTAL

Our contractor, ICF Incorporated, and OCGC have reviewed and
provided comments on four Region I nonstandard financial
assurance submittals sent to us for review. Included in this
mailing are:

s IF Exxon Research and Engineering Company (parent guarantee);

24 Varian Associates, Inc. (certification);

% Woods Hole Oceanographic Institute (DFP -~ escrow account);
and

4, Schlumberger Well Services;/EAR Photoelectric (DFP - surety
bond) .

The ICF comments are presented in two parts. The first part
deals with specific recommendations tc current deficiencies. The
second part (Other Issues) provides a discussion of changes to
the standard wording that are acceptable and are not considered
te be deficiencies. The OGC comments include additional
deficiencies that need to be corrected by the licensee and
comments for our internal use.

You should carefully review the comments before preparing the
deficiency letter. We have enclosed more specific information to
help you sort and consolidate the ICF and OGC comments.

//36Lp
A
Ao i = Baslings l“n.;.n..m.ﬁixAl' AR X ML 10



John Kinneman -2 = h»

Should you have any further questions with regard to the
comments, please call me on FTS 964-2572 or David Futoma of OGC

on FTS 964-1621. /}
‘;W M.A’W{t

Louis M. Bykoski
Decommissioning and Regulatory
Issues Branch
Division of Low-Level Waste Management
Office of Nuclear Material Safety
and Safeguards

Enclosures: As stated
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MEMO TO: Louis M. Bykoski, NMSS
FRCM: 06C
RE: REVIEW OF NONSTANDARD SUBMITTALS
varian Associates, Inc.: No legal

recommendations

(1) and (2).

®

objection

ICF

0“‘@



9300 Lee Highway
Fairfax. Virginia
220031-1207

703/934-3000

ICF INCORPORATED

July 21, 1992

To: Dr. Lou Bykoski, NMSS/NRC
From; John Collier and Craig Dean, ICF Incorporated
Subject: Review of Financial Test Submitted by Varian Associates, Inc

Beverly Microwave Division

Varian Associates, Inc., in Palo Alto, California submitted a
certification of financial assurance, using a financial test, in the amount of
$750,000." The submission assures decommissioning costs for license 20-02237-
04 issued under 10 CFR Part 30. Upon review of the submission, ICF recommends
that NRC Region I require the licensee tou modify the submission in the
following ways:

(1) Submit a certification statement (Regulatory Guide 3.66,
page 1-5); and

(2) Submit an alternative financial assurance mechanism (10 CFR
30, 35(£))

These recommendations are discussed below.

(1) Submit a Certification Statement (Regulatory Guide 3.66, page 1-5)

The licensee did not submit a statement of certification of financial
assurance, as recommended by Regulatory Guide 3.66 "Standard Format and
Content of Financial Assurance Mechanisms Required for Deccmmissioning Under
10 CFR Parts 30, 40, 70, and 72" (June 1990), page 1-5. Judging from the
amount of financial assurance provided by the submitted mechanism, it appears
that the licensee should have submitted a certification statement. The
statement of certification, in addition to providing information that would
allow NRC to verify the certification amount (e.g., the names and locations of
the facilities for which financial assurance is provided, and the amount and
types of materials handled), officially certifies that the licensee is in
compliance with the appropriate requirements. ICF recommends that NRC require
the licensee to submit a statement of certification.

' We assume that NRC Region I has verified that the certification amount
is acceptable under 10 CFR 30.35.
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(2) Submit an Alternative Financial Assurance Mechanism (10 CFR 30.35(f))

The licensee, Varian Associates, Beverly Microwave Division, submitted a
financial test to assure decommissioning costs.? A financial test is not an
acceptable financial assurance mechanism under 10 CFR 20.35(f). Although the
financial test may be used as part of a parent company guarantee, the
guarantee must be provided by the licensee’'s parent company, rather than the
licensee. NRC does not allow a self-guarantee because it would not "guarantee
that decommissioning costs will be paid should the licensee default™ (10 CFR
30.35(£)(2)), nor would it provide "an independent commitment beyond that of
the licensee to expend funds" (53 Federal Register 24036, June 27, 1988).

There is no evidence in the submission of a parent -subsidiary
relationship between the licensee and the guarantor. In fact, the submission
states, in Paragraph 2 of the letter from the Chief Financial Officer, that
the licensed facility is owned or operated by Varian Associates. Because the
licensee did not identify a corporate parent to provide an independent
financial assurance commitment beyond that of the licensee itself, ICF
recommends that NRC require the licensee to submit another type of financial
assurance mechanism in compliance with 10 CFR 30.35. Regardless of the
financial assurance mechanism the licensee ultimately uses, ICF recommends
that the licensee follow closely the recommended wording and other conditions
contained in the Regulatory Guide 3.66.

attachments

2 The submission includes a letter from the licensee's Chief Financial
Officer (CFO) indicating compliance with the financial test criteria, and a
special report from the licensee’'s independent certified public accountant
confirming the data in the CFO's letter. The submission does not include a
letter from the licensee’s Chief Executive Officer, a parent company
guarantee, the guarantor’'s annual financial statements, or a standby trust
agreement .
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APPENDIX A
CHECKLIST FOR DECOMMISSIONING FINAMCIAL ASSURAMCE

NAME OF LICENSEE OR APPLICANT ,

ARLAN L Soc.aTek e
AXTUTRC ADUNESS
[ AD / »
s o 1 Ay ","‘ rj) &~/
¥ " A <
AL 4 ( _—s ‘14n¥

A.__Licenses Part (check one of the following):

x

A\ Part 30 Licensee or Applicant Part 70 Licensee or Applicant

Part 40 Licenses or Applicant Part 72 Licensee or Applicant

8. Check appropriate ites in each category (if applicable)

3/

1. (71 Date of Financial Assurance Submission

:. Public Entity
X Private Entity
3. Certification of Financial Assurance £756 oo Mo Ceemifsmion

Decommissioning Funding Plan

4. (a) Prepayment Option (See Appendix B)
Trust Fund
Escrow Account
— Certificate of Deposit
Government Fund
Deposit of Government Securities
(b) _A Surety/Insurance/Other Guarantese (See Appendix ()

. Surety bond

Lottcr of Credit

T Line of Credit

5 Parent Company Guarantee/Financial Tost

(e) External Sinking Fund, Sinking Account and Surety/
Insurance (See. ndix D)
Trust Fund
. Escrow Account
Cort!ficato of Deposit
Govcrnlnnt Fund
Olposit of Goverrment Securities
Sur'ty Bond
T Letter of Credit
Line of Credit

(d) Statament of Intant (public entities only)
"ay not be used in combination with any other instrusent.

CTAEMEATT
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APPEMDIX ¢

CHECKLIST FOR SUBMISSION OF SURETY/INSURANCE/PARENT (OMPANY GUARANTEE

A. Check Appropriate Form of Surety/Insurance/Guarantce

Surety Bond

Letter of Credit

Line of Cregdit

Y Parent Company Guarantee/Financial Test*®

e e

Insurance

8. Check Documents Submitted for Surety/Insurance/Guarantee
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Surety Bond

Surety Bond
— Standby Trust Agreement
. Acknow | edgement

Letter of Credit

. Letter of Credit

. Standby Trust Agreement
. Acknow!edgement

Line of Credit
—— Yerification

Standby Trust Agreement
Acknow | edgement

Parent Company Guarantes

4z, Letter from Chief Executive Officer of Applicant or
Licensee
Letter from Chief Financial Officer of Parent Company

& Financial Test: Alternative [Dor 11)

2 Auditor's Special Report and Attached Schedule

wJo_ Corporate Guarantee

Ao S Trust Agreement

2o Acknow] edgement

Insurance
Certificate of Insurance

Standb¥ Trust Agreesent
—_ Acknow! edgesent

May not be used in combination with any other instrusent.
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Docket No. 030-10763
License No. 20-02237-04
Control No. 113624

MEMORANDUM FOR: Louis M. Bykoski, NRC Project Officer
Low Level Waste Management, Low Level Regulatory Branch

FROM: John D. Kinneman, Chief
Research, Development & Decommissioning Section
Division of Radiation Safety and Safeguards

SUBJECT: FINANCIAL ASSURANCE SUBMITTAL -
VARTAN/BEVERLY MICROWAVE DIVISION

John Austin's August 6, 1990 memorandum set forth a procedure for submitting
nonstandard financial assurance submittals, parent company guarantees and
decommissioning funding plans to you for review by the NRC contractor.

The enclosed submission includes a parent company guarantee for your review.

Please refer to License No., 20-02237-04 and Control No. 113624 in your
response to this request.

—t
ﬂ:':“z.:'l“, :'j":"'“.' e T

COan T) Win.
e dBAni TRy

John D. Kinneman, Chief

Research, Development &

Decommissioning Section

Division of Radiation Safety
and Safeguards

Enclosure: Letter from licensee dated March 7, 1991, with enclosures

cc w/o enc’:
J. Glenn, MNMSS

bce:
J, Kinpeman, RI
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Fahrmarr 25,

1.5, Miclesr Regulatory Commlssion
Fegion (me Office
476 Allsndale Road

King «f Prassia, FA 13408
Res: "'armmBe‘.ffor"" Hicrowave Divisicn

wizenge No, 20-02237-04

[ am the Jhief Financial Ufficer of Varian &ssociates. Inc.. 3100 Hansen
wav, Falo Alto, OCaliformia, & corporaticon. Thie lerter is in support of
“hh f,?‘m nse of the financial test to demongrtrate Tinancial assurance.

ag specified in 10 CFR Fart 30,

Thiz firm Quarantees. through the parenT -ompany fuarantée suomitted to
{femongtrate compliance under !0 CFR Fart 30. the decommissioning of the
followiue facility owned or operated by thie firm. The current cost
eetimartes or certified amountes for decommissioning. 80 Quaranteed. are
zhown for aach facility:

Certified Amount
Name Looation of or Current
.’..‘,! 11-', :a,_'.i } 14y i e t1 T

Varisn/ Beverly 4 Palem poad 2760, 000
Microuave [iv, Baveriy, A 0191% (Certified Amount)
Thiz £i ig required to file s Form 10F with the 1,8, Securities and
Excharge Commissicn for the latest fiscal year.

Thiz fiscal vear of this firm ended on Septemper 28. The figures for the
following 1tems marked with an  asterigk are derived from this fim s
independently sudited, vear-end financial statements and footnotes for the
latest completed fiscal vear. snded September 28. 1990,

vanan Associates, inc. 611 Hansen Way P O Box 10800 Paio Allo, Califormia 94303-0883 U S.A.
415/493-4000 FAX 415/493-0307 Telex 348476
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REPORT OF INDEPENDENT ACCOUNTANTS

To the Board of Directors
of Varian Associates, Inc.

We have auditea consolidated balance sheet of Varian
Associztes, INC. w... subsidiary companies as of September 28,
1990, and the related consolidated statements of earnings,
shareholders' equity, and cash flows for the year then ended
and have issued our report thereon dated October 19, 1990.
These financial statements are the responsibility of the
Company's management. Our -esponsibility is to express an
opinion on these financia tements based on our audit.

We conducted our audit in acvordance with generally accepted
auditing standards. Those standards require that we plan and
perform the audit to obtain reasonable assurance about
whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the
financial statements. An audit also ‘.acludes assessing the
accounting principles used and signi..cant estimates made by
management, as well as ¢ ‘uating the overall financial
statement presentation. believe that our audit provides a
reasonable basis for our pinion.

We have compared the data which the letter to the U.S.
Nuclear Regulatory Commission, Region One Cffice, dated
February 25, 1991, from the Chief Financial Officer of Varian
Assocliates, Inc. specifies as having been derived from the
independently audited financial statements for the year ended
September 28, 1990, to the financial statements and
supporting schedules we audited and found it to be in
agreement.

San Jose, California COQPAA‘.YJ\M

February 25, 1991



s C 1

variana

SECURITIES ANC EXCHANGE COMMISSION

Washington, D.C. 20549
FORM 10-K

mmnmnmmmmu 15 (d)
OF THE SECURITIES EXCHANGE ACT OF 19

For the fiscal year ended September 28, 1990 Commission File No. 1-7598

d
(%) g IR g SN 13 R i5(@) O TR,

For the fiscal year ended September 28, 1990
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EXCHANGE ACT OF 1934 __[NO FEE REQUIRED]

For the transition period from to

Name each
Title of each class M

QOMMON  STOCK NEW YORK STOCK EXCHANGE
$t.00 PAR VALUE PACIFIC STCCK EXCHANGE
Securities registered pursuant to Section 12(g) of the Act:
None
Indicat.eg check mark whether the registran élzhuﬁ.ledall
required bef:.ledbySecumliiorlS(do M:t
of "1934 during the 12 months (or for such bgi
registrant was re to ilesucnmgctf.sh (2) has subjectto
sudxtilmgmnrmmfcrﬂ\a_is_t9
As of October 26, 1390

Aggma ﬁia of the voting stock

non-atf tes of the registrant: $518,340,000
Number of shares of common stock, par value §1,

cutstanding: 18,763,000

An index of exhibits filed with this Form 10-K is located on page 47.
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Replacements and spares represent Cver ene-half of the tube sales,
particularly those used for camumicaticns, defense, and medical
applicaticns. Backlog for this seqment amounted to $283 million and $301
million in fiscal 1990 and 1989, respectively.

The Company’s Semiconductor Byuipment business mamifactures processing

midxmummlwmmmmgmud circuits. A world leader
in the development, mamufacture, magaliuﬁmofimimmdmuﬂ
sputter-coating systams, Varianaqu;mtsmcpmﬁnq 24 hours a day in
every wafer fabrication facility in the world, and its latest models are
being used to develcp ramoryow’ 8 state-of ~the-art devices. Backlog for
this business amounted to $125 millicn in both fiscal 1990 and 1989.

The Instruments business manufactures, sells and services a variety of
scientific instruments for analyzing cramical substances including metals,
inorganic materials, organic campounds, polymers, natural substances, and
biochemicals. The products incluce liguid and gas chromatographs, NMR
SpectIcmeters, ultraviolet visible and atamic apsarption , and
small, disposaple tools used to prepare chemical samples for analysis.
Typical applicaticns are biochamica. and crganic chemical research,
measurement of the chemical campOSiticn of mixtures, studies of the
chemical structure of pure COuDOWCAS, qual.itycmtmlotmmﬂct:mad
materials, chemical analysis of natural products, and i

monitoring and measurement. The ma-cr markets served are the
pharmaceutical and chemical industries, chemical and life science academic
research, government laboratories and specific areas of the health care
industry. Large growing areas for =he use oi the Company’s analytical
instruments are envircrmental mMONIiTIIing and life science applications in
industry, goverrment, and academic institutions. Backlog for this business
amounted to $60 million and $56 millicn in fiscal 1990 and 1989,

respectively.

for radictherapy centers. Linear accelerators are used in cancer
therapy and for industrial radiograpnic applications. The Company’s
leading CLINAC" series of medical linear accelerators, marketed to
hospitals and clinics worldwide, generates therapeutic x-rays and electron
beams i{or cancer treatment. LDATSR® linear accelerators are used
in industrial applicaticns to X-ray neavy metallic structures for quality
contrel. Backlog for the Medical Equipment business amounted to $226
millicn and $218 million in fiscal 1990 and 1989, respectively.

Included in Eliminaticns and Other are certain insignificant support
operaticns and the Vacuum Procucts cperation.



Item 2. Procoerties

The Camany’'s executive offices and principal research and manufacturing
facilities are located in Palo Alto, California, on 71 acres of land held
under leaseholds which expire in the years 2012 through 2058. These
nuldingsmmbythecwﬂyamsimtadmmmlonmtiu, and
provide floor space totaling 1,160,000 square feet. The following is a
summary of the Campany’s properties at September 28, 1990:

land (Aczes) Buildirgs (000's SQ. Ft.)
Quned Leased Quwned Leased
United States 147 132 2,491 879
Intermational _ 43 - 397 384
190 128 2,888 1,263

Utilization of facilities by segment is shown in the following table:
Buildings (000’'s Sg. Ft.) ‘

Manufacturing, Administrative

1

Non- Mxg.

us. s, | Total 5.9
Electren Devices 1,302 116 1,418 67 1,485
Instruments 285 118 403 269 672
Samicenductor Equipment 517 23 540 108 645
Medical Byuipment 192 47 239 128 367
Other Operaticns 250 6 336 - 338
Total Operaticns z,546 390 2,936 §91 3,537
QOther —b28
Total 4,151

e

Other Operaticns includes manufacturing Support and the Vacuum Products
operaticns.

The capacity of these facilities is sufficient to meet current cdemand. The

owns substantially all of the machinery and equipment in use in its
plants. It is the Campany’s policy to maintain its plants and equipment in
excellent repair and at a high level of efficiency.



{tem 6. Selected Financial Data

FISCAL YEARS

(Dollars in miilions except per share amounts) 1990 1989 1988 1987 1986
SUMMARY OF OPERATIONS
Sales $ 1,264.8 1,219.6 1,045.1 872.8 788.3
Operating Earnings (Loss) 3 32.2 69.2 45.2 23.7 (38.0)

interest Expense, Net $ (11.5) (9.6) (6.3) (4.5) (6.3)

Other Income (Expense) H - (6.1) 15.0 8.0 -
farnings (Loss) from Continuing Operations o

before Taxes (Benefits) § 20.7 §3.5 53.9 27.2 (84.3)

Taxes (Benefits) on Earnings (Loss) H 8.1 20.3 19.4 9.0 (27.9)
farnings (Loss) from Continuing Operations H 12.6 33.2 34.5 18.2 (16.4)

Earnings (Loss) from Discontinued

Operations, Net of Taxes (Benefits) $ (16.7) (1.7) (6.7) 3.2 1.8

Net Earnings (Loss) S (4.1) 31.5 27.8 21.4 (14.9)
Net Earnings (Loss) Per Share - Fully Diluted

Earnings (Loss) Continuing Operatiocns $ 0.64 1.61 1.87 0.84 (0.77)

Earnings (Loss) Discontinued Operations H (0.85) {0.08) (0.30) 0.14 0.07
Net Earnings (Loss) Per Share S {0.21) 1.83 1.27 0.98 {0.70)
Dividenas Declared Per Share b 0.26 0.26 0.26 0.26 0.26
FINANCIAL POSITION AT YEAR END
Work fng capital, excluding notes payeble $ 270.0 282.7 267.6 258.7 231.2
Property, plant, and eriipment (at cost) 5 460.4 511.2 472.6 458.6 429.0
Total assets $  923.8 931.3 855.8 829.6 790.2
Long-term gebt $ 76.8 54.9 35.2 38.1 50.8
Total debt $ 86.9 108.6 49.4 86.9 B1.1
Shareholders' equity 5 800.2 427.3 451.0 438.1 410.9
thareholders' equity per share

outstanaing $ 20.78 21.48 20.81 19.95 19.16
OTHER DATA
Shares outstanding at year end (in thousands ) 19.2% 19,896 21,674 21,966 21,848
Lip loyees 10,230 10,700 10,200 10,400 10,400
Shareno lders 8,500 9,500 10,100 10,000 11,000
Order Backlog s 736.5 727.3 675.6 602.8 522.6
Depreciation expense $ 37.9 35.0 33.7 31.6 28.0
Return from continuing operations,

net of taxes (benefits), on average eQuity L 3.0 7.6 8.0 4.3 (3.9)
Total debt as a percent of total capital \ 17.8 20.3 9.9 16.6 16.5

Note: Certain ampunts in prior years have been restated to reflect discontinued operations.

1o the consolidated financial statements for information regarding restructuring charges.

This selected financial data should be read in conjun

statements and notes thereto included in Item B.

8-

Refer to notes

ction with the related conso | idated financial



Manacement ‘s Discussion ang Analysis (continued)

Activities to be sold and treated as discentinued cperaticns include
mmmmtmummmmmmmmum
MMammmmmmmmwummmm
gogyles and complex solid-state cirruits. As of year end, Continental
Elactrmicsofmumsoldforapprmdmtalysnmileinmhm
notes for $2.9 milliom. Ammbarofminor;num.\ctl.innanahobuim;
sold or ctherwise disposed of . mmmmwmw
annual sales of szoowmmm1,smm. Varian
expects to substantially camplete the divestiture of its non-Core
activities mﬂmﬂmw,mmumﬂmmwmfcrﬂw
actions are adequate.

efforts, and other cperaticnal efficiencies contributed to the improved
profits. Margins reached double-digit levels by year’'s end. The business
intends to maintain that level of profitability in 1991, even with the
likelihoodﬂuttharewillbefumtshmhgemmof its markets.

An exceptionally strong foqrth—qxnrtarperfomnncaledwgcodmm
sales gains for the Instzuments business. Operating profit for the year,
before restructuring, rose by nearly 30%, as efforts to improve
mamufacturing efficiency and quaiity continued to pay dividends. Sales and

Semicenductor Eguipment orders and rales were below the prior year’s
levels, reflect.mgsoftardamndinthemﬂctplwm. This business
hascvm‘emegmblanswmmfmstramdmmnoutofium
gumumpmductsinthalasttmyaars,mdmmwahimda
substantial number of these new systems. Recent crder levels have been
msmublygocd,ammflactaxztimmgdmﬂformM‘sm
established higher margin systems. Mﬂm@xmn-dswbadanw
Wmﬂmiwmm,mmswwata
profitable level for the year before restructuring charges.

varian’'s Medical Bjuipment business experienced double~digit percent crders
and sales increases over 1989. mhe business benefitted from a cambination

of
technological advancements for its cancer therapy systems. Order hacklog
£ortmmmnsraminsmmlystmxg, arnd the business continues to
anjcygcodpmfitability.

wimnmmmmammmmldmmcm, Varian is
gearing its operations to react quickly to any signs of a significant
downtuzn in its major markets. Phase 1 of the financial recrganization,
imolvinqcmsolidatimardcostzmctim, has gone well. Phase 2 is




'mepmsemﬂﬁsitanismbnittadasamwsectimmmis
report. See Item 14.

The information concerning the Campany’'s directors contained in its 1990
Pm:cysataxmttobefiledhamafterismcc:pcmmdbymfm.

The following table sets forth the names and ages of the registrant’s
executive officers, together with positicns and offices held within the
last five years with the registrant by such executive officers. Officers
are appointed to serve until the meeting of the Board of Directors
follom.ngt.henextmlmr.inqof Stockholders and until their
successors have been elected and have qualified.

Narme Age Position Texm
J. Tracy O'Rourke 55 Chairman of the Board and
(Director) Chief Executive Officer 1990-Present.

Executive Vice President and
Chief Operating Officer,

Rockwell Internaticnal 1989-1980
President, Allen Bradley Co. 1978-1989
Allen J. laver 51 Executive Vice President 1990-Present
Senior Vice President and
President, Instruments 1989-1990
President, Instruments 1981-1989
Richard M. Levy 52 Executive Vice President 1990~Present
Senior Vice President and President,
Medical Bguipment 1989-1990
Vice President and President,
Medical BEguipment 1988-1989
President, Medical BEguipment 1988
General Manager, Medical Equipment 1986~1988
Assistant General Manager,
Medical Bguipment 1981-1986
Al Wilunowsk. 44 PExecutive Vice President 1990-Present
Vice President and President,
Electron Devices 1989-1990
Vice President, Microwave Tube Products 1989
General Manager, NMR Instruments 1986-1989
Assistant ’
Semiconductor Bquipment 1983-1986



e o
Item (0. (continuea)
Name Ace Position Texm
John J. Cooper §6 Senior Vice President 1990
(Directer) Vice President & General Counsel 1987-1990

Vice President, General Counsel
and Secretary 1979-1987

There is no family relationship between any of the executive cfficers.

mxmmmanittadimmchutmmnywill file with the
Camigsion a definite proxy statement pursuant to Requiaticn 14A befcre
January 14, 1991 and is incorporated by reference.

(a)

The following documents are filed as a part of this report:

(1) Consolidated Financial Statements and Report of Independent
Accountants: see the index on page 18 of this report.

(2) Consolidated Financial Statement Schedules: see the index on
page 18 of this report.

(3) Exhibits: see the index on page 47 of this report.

j-a Registrant’'s Restated Certificate of Incorporation,
dated June 26, 1987. Exhibit incorporated by
reference to registrant’'s Fomm 10-K for the year ended
October 2, 1987, filed December 22, 1987.

3-b Registrant’'s Bylaws, dated November 16, 1990. Exhibit
incorporated by reference to registrant’'s Fomm 8-K
filed Novemper 19, 1990.

3.c Registrant’'s Specimen Stock Certificate. Bxhibit
Wbyrdmmm'sma-xta:
the month of February, 1977, filed March 4, 1977.



SIGATURES

RmuantwtharsquimuofSecd.mUorw(d) of the Securities
Exchange Act of 1934, Varian Associates, Inc. has duly caused this report
to be signed on its behalf by the undersigned, thereunto duly aurhorized.

VARIAN ASSOCIATES, INC.
(Registrant)

Date: Decemper 19, 1990 By: /g/ Robert A lemos
Robert A. Lamos
Vice President, Finance

Pursuant to the requirements of the Securities Exchange Act of 1934, this
report has been signed below by the following persons on behalf of the
registrant and in the capacities and on the dates indicated.

Signature Title Date
’ Chairman of the Board and December 19, 1990

J: Tracy O'Rourke Chief Executive Officer
(Principal Executive Officer)

/s/ Robert A, lemos Vice President, Finance December 19, 1990
Robert A. Lemos (Principal Financial Officer)
Controller December 19, 1990
Wayne P. Samruk (Principal Accounting Officer)
Director December 18, 1990

Kenneth J. Arrow

Director Decemper 14, 1990
John J. Cooper

Director -
Ruth Margaret Davis

Director -
Edward L. Ginzton

Director December 18, 1990

C. Lester Hogan



ol £
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Statements of Shareholders’ Bguity for the fiscal years ended
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Septemper 28, 1990, September 293, 1989, and September 30, 1988. 23
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The following financial statement schecules of the registrant and its
subsidiaries for the fiscal years ended September 28, 1990, September 29,
1989, and Sepremper 30, 1988 are required to be

in Item l4(a):

Consolidated Financial Statement Schedules:

Schedule II Amounts Receivable from Related Parties and
Underwriters, Pramwters, and Empioyees other

than Related PATTi®S ....ccessssessscnsesonsnnnnss 41

 Schedule V property, Plant, and EQUIPMENT .....eeeeecernneces 42
sehedule VI Accumilated Depreciaticn, Depletion and

Amortization of Property, Plant, and Bquipment ... 43

Schedule VIII Valuation and Qualifying ACCOUNES ..c:eeeececccess L

Schedule IX  Short-Term BOTTOWINGS «cressasssesssransnasssssers 45

Schedule X Supplementary Income Statement Information ....cv 46

Allctharraquimdschadulesmanittadbmmeoftmwof
wniummmrwudxﬂwmmuuadormﬂnmuim
informaticn is given in the financial statements or the notes thereto.
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CONSOLIDATED STATEMENTS OF OPERATIONS
varian Associates, Inc. and Subsidiary Companies

For sach of the three fiscal ysars in
the period ended September 28, 19%0

(Dollars in thousands except per share amounts) 190 1989 1988
SALES $1,264,840 $1,219,604 $1,045,142
OPERATING COSTS AND EXPERSES
Cost of sales 872,233 853,192 696,657
Research and development 77,402 72,650 69,786
Rarxeting 156,259 145,707 135,410
General and administrative 15,272 78,819 63,074
Restructuring charges 51,482 - 35,018
Tota! operating costs and expenses 1,232,648 1,150,368 999,945
OPERATING EARNINGS 32,192 69,236 45,197
Interest expense (13.021) (10,781) (7,815)
Interest income 1,487 1,192 1,583
Other income (expense) - (6,100) 15,059

EARNINGS FROM CONTINUING OPERATIONS

BEFORE TAXES 20,658 53,537 53,924

Taxes on Earnings 8,060 20,340 19,410
FARNINGS FROM CONTINUING OPERATIONS 12,568 13,197 34,514
LOSS FROM DISCONTINUED OPERATIONS

NEY OF TAX BENEFITS (16,690) (1,678) (6,756)
NET CARNINGS (LOSS) $ (4,092) $ 31,518 $ 27,758

EARNINGS (LOSS) PER SHARE - FULLY DILUTED

CONTINUING OPERATIONS § 0.64 s 1.61 H 1.57
DISCONTINUED OPERATIONS (0.85) (0.08) (0.30)
NET EARNINGS (LOSS) PER SHARE 5 (0.21) b 1.53 ] 1.27

See acconpanying notes to the consolidated financial statements.

.20-
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CONSOL IDATED STATEMENTS OF SHAREHOLDERS' EQUITY
varisn Associates, Inc. and Subsidiary Companies

Capital in Treasury
(Dollars in thousands Common  Excess of Retained Stock
except per share amounts) Stock Par value  Earnings at Cost Total
Balances, October 2, 1987 $ 21,666 § 168,437 § 247,713 1§ - § 438,116
Net earnings for the year - - 27,158 - 27,758
Issuance of stock under
emp loyee stock purchase
and option plans 392 8,256 . K 8,648
Purcnase of common Stock - - - {17,840) (17,840)
Retirement of treasury stock (684) (17,156) - 17,840 -
Dividends declared
($0.26 per share) - - (5,580) - (5,680)
Balances, Septemper 30, 1986 21,674 159,537 269,791 - 451,002
Net earnings for the year . - 31,519 - 31,519
Issuance of stock under
enp ioyee stock purchase
and option plans 459 10,152 - - 10,611
pyrchase of common stock - “ - (60,570) (60,570)
Retirement of treasury stock (2,237) (58,332 - 60,570 -
Dividends declared
($0.26 per share) - - (5.281) - (5,281)
Balances, Septemper 23, 1989 19,896 111,356 296,029 - 427,281
< Met loss for the year - (4,082) - (4,082)
Issuance of stock unger
enp loyee stock purchase
an. sption plans 563 10,295 - - 10,858
purchase of common stock - - - (28,817) (28,817)
Retirement of treasury stock (1,1711) (27,646) - 28,817 -
Oividenas declarec
($0.26 per share) - - (5.019) . (5,019)
Balances, September 28, 1990  § 19,288 § 94,005 286,918 3§ - $ 400,211

See accompanying notes to the consolidated financia) statements,



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Princiol ¢ g idats

The consolidated financial statements include those of Varian Associates,
Inc. and its subsidiaries. Significant intercompany balances,
mm.mmmmngsmmmnmmmcammum.

Investments in less-than-majority-owned affiliated companies are stated at
qnityint)mmtasm::fﬂmemﬁu.
Foreign Qurrency Translation
Assets and liabilities of subsidiaries cutside the United States
wagmhammrmmlecxmmommhudmm
U.S. dollars at the exchange rates in effect at year end. Othar accounts
including inventories and property, plant, and equipment are translated at
historical exchange rates. Revenue and expense items are translated at
effective rates of exchange prevailing during each year, except that
inventories are charged to cost of sales, and depreciation is expensed at
historical exchange rates. The agyregate exchange gain (loss) included in
and administrative for 1990, 1989, and 1988 was $6.5 million,
($4.8) million, and $1.4 millicn, respectively.

mmm:mmmmmmmmum
effects of fomi@mmgammd\anqummtmmxymmm

backlog. At fiscal year-end 1990, the Company had contracts with
maturities of three momths or less to purchase $46.5 million in foreign
currency (25.3 million pounds sterling).

| . s

Sales and related cost of sales are recognized primarily upon shipment of
products . Sales and related cost of sales under long-temm contracts to
mlmmmu.s.mtmmuzdpdmilyu
units are delivered.

The estimated sales values of performance under certain U.S. Government
fixed-price and fixed-price incentive contracts in process are recognized
mdarthaparcemageofcmpletimnmhcdotacmmmmgmmules
value is determined on the basis of physical campletion and costs are
expensed as incurred. Sales under cost-reimbursement contracts, primarily
mmmlmat@mm,mmummmm
mmmwmtmmmmmtmmc\nndm&u
bear to total estimated costs. The fees under certain U.S. Goverrment

-24-



The main campenents of property, plant, and equipment are as follows:

(Dollars in millions) 1990 1989

AR EETAENCL TR A S T I A TR S A A R 21 m
Lard and land leaseholds $ 9.4 $ 14.3
Buildings 153.4 172.3
Machinery and equipment 279.9 301.2
Construction in progress I 17.. 23.4
Total Property, Plant, and Equipment $460.4 §511.2
Taxes on Earnings

Deferred recoverable tax bemefits of $93.5 million at fiscal year-end 1990 anc
§70.0 million at fiscal year-end 1989 are included in other current assets.
These resulted principally from product warranty provisions, inventory
reserves, reserves for discontinued operations, and special provisions not
currently deductible for tax purposes. In addition, cther current assets
include refundable taxes of $3.2 million at fiscal year-end 1990 and $3.2
millicn at fiscal year-end 1989, resulting from the carryback of operating
losses and credits. Deferred tax credits of $38.7 million at fiscal year-end
1990 and $34.9 million at fiscal year-end 1989 arvse primarily from the use of
accelerated depreciation methods fortupnposumﬂtmfmimmcmdits
not yet utilized for financial reporting purposes.

The Campany plans to continue reinvesting earmings of its non-U.S. subsidiaries
to expand its international activities. Therefare, it makes no provision for
additional U.S. taxes which might result from distribution of such earnings
unless they are actually repatriated. In 1990, the Company repatriated $2.5
millicn of earnings from a nen-U.S. subsidiary, providing U.S. tax of $§1.4
million. Amounts repatriated in 1989 and 1988 were not significant. At fiscal
year-end 1990, 1989, and 1988, the cumlative amount of earnings frum certain
subeidiaries cn which the Campany has not provided U.S. income taxes was
approximately $29 million, $22 million, and $19 million, respectively.

The Campany has a Foreign Sales Corporation (FSC) to assist with its export
activities. Aportimoftheeammgsofdwmcutmbleardpmwnimm
been made for those taxes.

In December 1987, the Financial Accounting Standards Board (FASB) issued
Statement No. 96, Accounting for Incame Taxes (FAS 96). This statement
mnmamjormmmmmwwammfwmuﬂl. The
statement is effective for the Campany’s fiscal year 1993; earlier adoption is
permitted and baing considered. The FASBE is currently reconsidering certain
relevant aspects of FAS 96. The Camparny is currently studying the implicaticns
of the statement, but the timing and impact of its implementation has not yet
been determined.



DISCORATTNUED OPERATICNS

operations. The sale of Continental Electromics in Texas was consummated in
Septemper, 1990. The Company received $12 million in cash and notes for $2.
million. Formal plans have been developed, and it is expectad that the
divestitures of the remaining operaticns will be completed within one year.
Amounts in the comsolidated statements of operations for 1989 and 1988 have
been restated to conform to the 1990 discontimued operations presentaticn. The
estimated loss on discontinuance of the businesses was $15.2 million (net of
income tax benefits of $7.3m:Lllicn)cmsist.imo£anc:p-c:-datmmlouc:
the sale of the businesses of 57.7milli.mandap:wuimots7.5munmto:

9

(Dollars in millions) 1950 1989 1988
TR M
Sales $ 67.1 $132.8 $133.6
Loss before tax benefits 2.4 2.7 10.6
Tax benefits .9 1.0 3.8
loss from operaticns 1.5 1.7 6.8
loss on disposal, net of tax

benefits of $7.3 in 1990 15.2 - -
Net lLoss $ 16.7 s 1.7 $ 6.8

N

The net assets of the discontinued businesses held for sale have been included
muwampanqumshaeta‘tm%, 1990, under the caption "Net
assets held for sale - discontinued operations.” This balance consists of
current assets of $37.1 million, noncurrent assets of $28.1 million, and
current liabilities of $20.1 million.

28+



LQG-TERM DEET

(Dollars in millions) 1990 1989

Unsecured term loan, LIRCR+1/4% (effectively
fixed at 8.27% through December 21, 1991
through an interest rate exchange agreament ),

due Decemper 31, 1952 $ 40.0 $ -
term loan, 9.9% due in ammual
installments of $6.0 through 1994 24.0 30.0
Unsecured term loan, 9.5% due in annual
installments of $2.5 through 1995 12.5 15.0
Mortgage loans, interest rates range from
9.5% to 9.88% payable through 2005 8.5 18.4
Other o7 1.8
Long-term Dorrowings 85.7 65.2
less current porticn 8.9 10.3
Long-Term Debt $ 76.8 S 54.9

Required principal repayments of long-term debt for fiscal years 1951
througn 1995 are as follows, in millions: $8.9, $8.9, $48.9, $10.0, and
§2.9.

Interest paid on short-tem and long-term debt was $14.0 million in fiscal
1990, $10.4 million in fiscal 1989 and §7.9 million in fiscal 1988.

STOCK. QPTICN AND PURCHASE FLANS

As of fiscal year-end 1990, tMCmpanyhadmerv-d 2,244,000 shares of

commen stock for issmncewofficarsmﬂkwmplcymmmoptim
plans. Alloptimsmﬂerdxeinmﬂvamﬂnm—quallﬂcdpwmhaww
qrantadatpricesqualtochefairmﬂcetvaluaofmsmdtmmdau

of grant.

Options on or before February 10, 1987 are exarcisable commencing
cne year following date of grant, expire if not exercised within ten,
seven, or five years frqndat.eof grant, and, based on issue date, are

myurtollmmdamofgmnt.mﬁexpmummisdmwm
ymrsfmdateofgrant.



value of $250 for the exercise price of $125. 1f
merged into another entity, Or merge
stock were changed into other securities or assets, each right would

entitle the holder to purchase for the exercise price of $125, cammn stock

of the acquiring campany equal to a
price, or $250.

The rights expire on August 2%,

Directors of the Campany for $.05 per right at any time before they beccme

The Campany
substantially all of its employees

$15.8 million for fiscal 1990, $16:4 million for

million for fiscal 1988

pased on a percentage of each participants’ base
i from

.

The

major obligaticn is

contributes 5% of its conmsolidated earmings

hefore taxes, as adjusted for
profit sharing. Participants

financial statements.

retirement fund assets,

discreticnary items

Total pensicn expense amounted to

fiscal 1989, and $13.5
to contribute an amount

pay. The Cnupany.also

are entitled, upen texmination or retirement,

=33
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TAXES ON EARNINGS {zontinueg)

The reconciliation between the effective tax rates on continuing operations
and the statutory federa| income tax rates 15 shown in the following scheduie:

590 TOEY poL:

Statutory federal income tax rate 4.0 34.0 % M.0
State ana local taxes, net of federal tax

penefit 6.2 5.6 2.5
Net investment tax creait recapture 0.5 0.4 0.6
Foreign income deemed permanently invested, net

of foreign tax credits utilized

and foreign taxes 4.3 2.0 0.5
FSC/DISC (5.5) (3.9) 1.4
Inventory adjustment on discontinued operations - - 1.8
Charitable contributions - {0.6§ 0.9
Other (0.5) 0.4 0.3
[fTective Tax Rate —35UN .U R
Income taxes paid (refumded) are as follows:
TOGTTars 0 miT110ns) 1550 1989 1988
Federal income taxes paid $ 6.9 $ 12.7 $ 1.6
federal income taxes refunded from prior years - (0.5) (5.3)
State income taxes paid, net 3.9 5.0 1.3
Foreign income taxes pad, net 4.3 11.1 1.1
Total raia S 19-4 L Y

The amounts refunded in 1989 and 1988 are the result of Net Omrltlgg Loss and General
Business Tax Credit carrybacks from 1987 to 1984 and from 1986 to 1983 and 1984, respectively.

LEASE COMMITMENTS

At fiscal year-end 1990, the Company was commitied to minimum rentals under noncancellable
operating leases for fiscal years 1991 through 1965 and thereafter as follows, in millions:
$14.2, $11.3, $8.5, $5.2, $2.9, ana 34.5. Renta| expense for fiscal yesrs 1990, 1589, ana
1988 was $33.8, $32.9, $34.0, respectively.

W.



mtyurmdmofmiminqo;mﬁm. The four industry
are: Electron Devices business, Instruments business,
Semiconductor Bquipment mmus,mmewmlmmmnma.
nﬁirectm'dmmncostshavebemallocatadmghthemof
estimates. Acco:dingly,themfmtimispmvidadfarpmpuuof
achieving an understanding of operations, but may not be indicative of the
mmlmsultsofmezeponadsegumtsmtheyumt
crganizations. Inadditim,cmprismzofﬂﬁcmpmy'sopamumm
similaroperaticmsofotharccnpaniesmynotbemningful.

the United States. Wcmhﬁmﬁmhhﬂmmmum
oftmopnratimfumi:h.inggocdsaxﬂuxvicu. No single country outside

ﬂwwutedsumsacccmformtethanm\ofwtalulucrml
assets. Sales between ic areas are accountad for at cost plus

geographi
gxmilingnuﬂmpsarrivadatthmxghmgcmtimmmt
profit centers. Related profits are eliminated in consolidation.

Included in the total of United States sales are export sales of $203
million in fiscal 1990, $210 millicn in fiscal 1989, and $166 million in
fiscal 1988. Sales under prime contracts fram the U.S. Government were
approximately $90 million in fiscal 1990, $111 million in fiscal 1989, and

$119 million in fiscal 1988.
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GEQGRAPHIC SEGMENTS

(Dotlars in milljons)

S ssEsEAERRSTRaRnane

United States
Internat ional
fliminat ions & Other
lotal Geographic
Segments

General Corperate

Interest, Net

Sales to Intergeographic
tnaffiliated Sales to
Customers Affitiates

~youp— 1SRG TURE Y90 U89 T9EE

CERABesEETE SN TTaSsaswe - -

$ 853 § 683 1 M $19¢ $ 158 § 136
322 283 253 LH 15 51
60 54 48 1235) (193) (187)

1,265 1,220 1,045 - - x

Cont inuing Operat fons 1,765 F1.720 SLL0AS ¥ -5% - % -

1990 results include a restructuring charge of $51.5 millton for ex

- -

Total
Sales

Y990 1989 TURE

$1,077 $1,060 § 880
363 318 304
(175)  (139) (139)

1,265 1,220 1,085

-

Pre-Tax Operating Ident if fable
farnings {loss) Assels

Y990 TS 1988 Y9N 1989 T9EB

$31 $78 3§61 $ 488 3507 § 48
18 12 20 179 153 P44

(1 (10) (13)

64 61 69

42 80 68

(9 (8) (8)
(12) (1e) (6)

FIUITH TS

n 1721 63i

151 102 115

YEE YO V76

ses related to the phasing out of certain product

iines, and other related expenses inc luding employee terminations, acility consolidations, and asset revaluat lons.

1989 results include General Corporate ch-rs for anticipated legal expenses of $6.1 million in connection with an ongoing
grid tube

government invest igation of the power

1988 results include restructuring charges of $35.0

industry.

million and the gain on the saie of Speclalty Metals of $15.0 million.



COMMON STOCK PRICES {(UNAUDI TED)

Second Third

(uarter Quarter Quarter Quarter Quarter Quarter OQuarter

Common Stock
#igh
Low
Dividends Declared per Share

Bs/8 2838
gig1/8 20




Classification

FISCAL YEAR ENDED (988:

tand and land leaseholds
Buildings

Machinery and equipment
Construction in progress

Total

FISCAL YEAR ENDED 1589:

tand and land leaseholds
Buildings

Machinery and equipment
Construction in progress

Total

FISCAL YEAR EWDED 1990:

tand and land leaseholds
Buildings

Machinery and equipment

Construct ion in progress

Total

VARIAN ASSOCIATES, INC. AND SUBS IDIARY COMPANIES
PROPERTY, PLANT, AND %IMII (1)
for the fiscal years ended 1990, 1989 and 1988
(Doilars tn Milllons)

Balance al
Beginni Other
of Perl addit tons fet irements Changes {2)

$ 140 $ 0.3 $ io.zi H -
155.4 8.3 4.5 0.4
270.8 36.1 (21.8 ‘o.:i
18.3 3.5 a 7.1

$ BEE $ BT $ [76.5) $ 17.%)
$ 141 $ 0.2 $ 5 $ s
158.7 15.8 i:.o {1.2)
285.1 27.1 (15.3 4.3
4.7 6.3 - 2.4

$ V26 $ W1 $ (16.3) $ 5.5
$ 13 $ - $ (2.2 $ (2.7

172.3 8.1 }s.n} so.si
301.2 7.4 {19.1 in.s
23.¢ 1.6 - 13.3

$ SINT $ 51T s (1T $ 1767}

m—amaew

(1) See accompany ing notes to the consolidated f mancial statements.

{2) Capitalization of construct ion in

of businesses, and reclassifications

ss, acquisitions and sales
or discont inued operations.

A2-

SCHEDILE ¥

Balance at
End of
Period
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Descript ion

ALLOWANCE FOR DOUBTFUL MOTES
& ACCOUNTS RECEIVABLE:

Fiscal Year Ended 1988

Fiscal Year Ended 1989

f iscal Year Ended 1990

ESTIMATED LIABILITY FOR
PRODUCT WARRARTY:

fiscal Year Ended 1988
fiscal Year Ended 1989

fiscal Year Ended 1990

VARTAN ASSOCIATES, INC. AMD SUBSIDIARY COMPANIES
VALUATION AND QUAL IFYING ACCOUNTS (1)
for the fiscal years ended 1990, 1989, and 1988
{Dollars in Thousanas)

Salance at Charged to Deduct fons
Beginat Costs and oels .
of Peri txpenses Pescription Bmount
Write-offs
$ 1,788 $ 760 § Adjustments 3 {511)
Write-offs
$ 2,09 $ 433 & Adjusiments 5 {759}
Write-offs
$ L $ 755 & Adjustments $ (614)
Actual
$ 23,586 $ 30,199 Warranty $ (29.664)
e - Expenditures R
Actual
$ 24,101 § 38,156 Warranty $ (32,347)
- mm—- D i ‘wi!ms mearvenaw
Actual
$ 29,910 $ 42,758 ¥arranty $ (38.408)
- -eEsme- Ew‘tung sememnew

{1) As to colum omitied the answer i3 *none” .

TH

SCHEDWLE VIIT

Balance at
End of
Per fod

$ 2.0

$ 1.

R it

$ 1.8%2

§ 24,101

$ 29,910

§ 34,260



VARIAN ASSOCIATES, INC. AND SUBSIDIARY COMPANIES
Wmmm
for the fiscal years ended 1590, 1989, and 1988
(Dallarsint.mumndl)

Iem 1990 1389 1288
Maintenance and repairs $30,038 $29,980 $27,195
$37,917 $34,039 $33,752

Depreciation expense
Avertising costs $ 9,761 $10,681 $10,579

Amounts for amortization of inwx;i.bleummwnrdnfmh, taxes
otharﬂnnpaymllardinmwmardrcyaldummtmtdum

amounts are less than 1% of total sales.



VARIAN ASSOCIATES, INC. AMD SUBSIDIARY COMPANIES

COMPUTATION OF EARRINGS PER SHARE IN ACCORDANCE
®1TH INTERPRETIVE RELEASE NO. 34-5083

{Shares in Thousands)

Actual weighted average shares outstanding for the period

Dilutive employee stock options using average market price

Tota! shares based on shares outstanding and the assumpt fon
that all stock options wili be exercised at average stock
market price

Addit fonal dilutive employee stock cptions using ending
market price

Total shares based on shares outstanding and the assumption
that all stock options will be exercised at ending
market price

{Dotlars in millions, except per share amounts)

farnings from continuing operations
toss from discontinued operations

Net earnings {loss) applicable to fully diluted earnings per share

Earni loss] per share based on SEC interpretive release
n.":-sm:

Earnings from contim:ing operations

toss from discontinued operations
Met earnings {loss) per share

1990

19,391.0
147.8

19,538.9

19,538.0

) 12.6
{16.7}

$ (4.1}

$ 0.64
(0.85)

$ )

1989

20,623.9
6.0

20,659.0

. .
~~

H 3.5

s .-

] 1.61
(0.08)

' .53

EXHIBIT 11

21,863.4
93.0

21,756.4

18.0

21.834.4

wesmsmene




kil e
-

cerhed pubhc acountants

%
Exhibit 24

CONSENT OF INDEPENDENT ACCOUNTANTS

We consent to the incorporation by reference in the
Prospectuses constituting part of the Registration
Statements of Varian Associates, Inc. on Forms s-8
(Nos. 33-6661, 2-95139, 33~1425, 33-33660) of our
report dated October 19, 1990, on our audits of the
consolidated financial statements and the financial
statement schedules of Varian Associates, Inc. as of
September 28, 1990 and September 29, 1989 and for
each of the three fiscal years in the period ended
September 28, 1990, which report is included in this

Annual Report on Form 10-K.
COW }i‘i“"‘

COOPERS & LYBRAND

Ssan Jecse, California
December 17, 1%90
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i {  certified public accountants

REPORT OF INDEPENDENT ACCOUNTANTS

To the Board of Directors
of Varian Associates, Inc.

We have audited the consolidated balance sheet of Varian
Associates, Inc. and subsidiary companies as of September 28,
1990, and the related consolidated statements of earnings,
shareholders' equity, and cash flows for the year then ended
and have issued our report thereon dated October 19, 1990.
These financial statements are the responsibility of the
Company's management. Our responsibility is to express an
opinien on these financial statements based on our audit.

We conducted our audit in accordance with generally accepted
auditing standards. Those standards require that we plan and
perform the audit to cobtain reasonable assurance about
whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the
accounting princigles used and significant estimates made by
management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

We have compared the data which the letter to the U.S.
Nuclear Regulatory Commission, Region One Office, dated
Februar{ 25, 1991, from the Chief Financial Officer of Varian
Associates, Inc. specifies as having been derived from the
independently audited financial statements for the year ended
September 28, 1990, to the financial statements and
supporting schedules we audited and found it to be in
agreement.

Ssan Jose, California COOWYJ‘M

February 25, 1991
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LETTER TO ell!NOLDIRS

hiere 1 always nisk in precicting how history
wall ultmately view a given time and sequence
of evenits, but 1990 seems certin to go down as
a true mlestone for Vanan i several respects.,

It was a year that brought tundamental
changes in our top management team, our organt-
zational structure, and in how we operate. It
included actions to focus our core businesses,
04 apimh?v on our tradittonal strcngrh\, 10
suntate our people, and to reshape our culture,
mjecting a greater sense of urgency i virtually
vvc‘r\'lhmg we do,

The purpose of these achons, suupl\v stated.
s to end the erratic financial and operational
performance that were too often apparent in the
1980, Successtully implemented, they will make
the 1990s a decade of consistently better oper-
ating results and substantially enhanced share-
holder value,

These actions will be carned out through
a management approach best described as
“integrated wndependence” It recogmzes that
we can have diverse core businesses that must
opetate very differently m some ways, Yet in the

important things—basic valaes and hebefs, a

R
-

commaon strategic vision, shared management
practices—they can be welded together into a
single, effective torce. Integrated independence
provides the latitude to pursue common goals,
along with the flexibility needed o empower our
people for greater individua' decision making,
the initation of continuous improvements, and
accelerated speed and responsiveness.

As nearly as possible, we want a seamless
organization which, while 1t nuight be made up
of four or five distnctly different businesses,
thinks and acts as a single entity. You do that by
building ever closer relationships, by parmering
with co-workers, with customers, with supphiers-—
those peaple and organizanions that hold the
keys to your success.

We have islands of excellence throughout
Vartan, in quality, m manufacturing, in responding
to customer needs. Right alongside those success
stonies, we have other business units wath dismal
results in the same areas. We're beginning to
correct these situations through a network of
Excellence Action Teams orgamized to share our
best practices across the Company.

This approach will be particularly imaportant



Operational Ex¢ eNnce qaimed at IMProvIng our pr

margin to the leve et reholder have a right to expect







: ELECTRON DEVICES increase demonstrated i fiscal 1990 before .'
PESLIUCTULIngG Costs, {
Several improvement programs begun in |
Vartan's Electron Devices business 1 the world's 1089 and accelerated 1n 1990 helped increase the
largest manufacturer of microwave, power-grid, profitability of this business. Headcount was
] and X-ray tubes and related equipment such as reduced, and bidding pracuces were revised 1o
‘ amphifiers and power supplics. Primary global direct efforts only towar new contracts that
markets include medical, commumcations, ofter acceptable kv o' s of profitabihiey. Inventories
- detense, industrial, and energy research. have been reduced, with several business units
Onders and backlog tor this business declined cutting the time it takes to manutacture certain '
for the year, while sales rose only modestly, products by some s0%, moving parts mventory i
; reflecting the relanvely fla commeraal market into finished goods that much more quickly.
[ and sluniping defense business. Profits from Formalized program management tech- i
| continuing operations before restracturing, mques have been inplemented throughout the 1
; however, rehounded strongly compared to those organization, providing & more systemized
& of 1089, and margns reached double-digie levels approach to real-ime planning, monitoring, and
late i the year. reporting on significant projects including new
' product development and implementation of
| Overview  Phase vof Varans financial tumn- Operational Excellence techmques, With the
; around program called for the Company to employment of cross-functional program man-
divest a number of non-core busmess units and agement teamns, new products are now being
product hnes, several of which manufacture trans- engincercd concurrently to meet customer
inatters or solid-state devices withan Electron requirements as well as cost-efective manufac-
Devices. This allowed the business to concen- wiring parameters, This has significantly reduced
trate its efforts on s core oppartunities, 4 focus development costs on new products while
which contibuted to the sgmficant carnings improving quakity and on-time delivery.

Eraornon | deviors

T ¥ e T T =

!

(Ehadiar wm Millions) 19 19Ky 1988

) hf‘ e s e 3 ‘ - : _qu i m a9 revales incliwde the elfeet of
I Sabes f  au L f 4 testrmcivernyl hiomic - 0f S,
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Current efforts inclu\%mnuing quality

impravements to help reduce costs further. and

to better determine specific customer require-
mients through tormahzed marker analysis,
Technological efforts are increasingly driven by
the customer needs that surface through this
marketing process. The Companys technical
expertise 15 also being applied 1o unproving its

manutac [Uﬂﬂg L'{X}‘d[‘lll(lt"ﬁ,

Outlook Salesand orders are expected wo

moderate further as the defense business trends

downward. However, ongoing Operational
Excellence efforts within Electron Devices
should continue to favorably impact financial

results i 1901, Increased customer focus, more

Hexible tactones, and contnued qualiey improve-

ment efforts hold the poteninal for improved
profitability, despite continuing lackluster

market conditions

SEMICONDUCTOR EQUIPMENT

Varian 1s amiong the world's largest producers
of semiconductor fabrication equipment, with
leadership positions m won implantation and
sputtering systems used m device fabnication m
the LS. Europe, and the Pacific Rim.

Orders and sales declined modestly from

1989, due 1o a general slackening wm demand for

SemiconnueTon Eogtesess
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Overview

semiconductaggroduction equipment. Profit-
abiliry fell significantly, however, reflecting the
ligher costs mherent in the early stages of
producing and installing complex new systems,
three of which were introduced to the market-
place in 1w8g. Backlog remains comparable to
that of a year ago.

The Company’s resale of Tokyo Electron,
Lid (TEL) production equipment in the US,
and Europe grew modestly in 1990, This pro-
vided an expanding source of revenue and
allowed Varian to offer customers a broader line
of high quality systets, coupled with 1s strong

support network.

The simultancous introduction of
multple new systems made 1990 a challenging
year for the Semiconductor Equipment business.
High imnal factory costs, along with increased
stallation and start-up expenses, eroded profit
matgins for much of the year, as the business
moved along the learmng corve toward building
these intricate machines more cost effectively,
By the fourth quarter, the minal difficulties
had been largely resolved, and the systems were
being routinely produced and istalled around
the world. Quality improvement gains have
combmed with vanous new manufacturing
technigues to smooth production and installa-

tion processes; inventories have been reduced;

1950 and 198K avults mclude
the effear of vessructianing chanses
of $27.0.nd S2.8 wipectively
Sev Noter 1o Consolidated
Frnrmoal Statements,
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Overview The lnsfrumemsi‘ncsa has been
a leader in the Company’s dnive to achieve
world-class operations, employmg such cost- and
efficiency-improvement technigues as just-in-
timie manufacturing and statstical process
control, Daring the year, the flow of products
through instrament factories mereased, and
costs related to manufacturng inethaencies,
mcluding scrap and rework, declined.

Fiscal 1990 operating earnings reflect
the clear benefits of this muluvear effort. For
example, the Nuclear Magnetic Resonance
{NMR] Instruments business unit has linked s
design and producrion processes with computer
integrated manufacturing As a resalt, the time
required to develop and produce a new probe
to be used in research on viruses was reduced
by over 30%.

Through varions manutacturmg and prod-
uct development imtatives, the Sample Prepara-
tion Products business unit also shrank time to
muarket on two new analysis tools destined fos
the clinicalspharmaceutical and environmental
murkets. Products which used to take two to
three years to develop and bring to market were
mtroduced in less than six months, strength-
ening Varian’s reputation as a leader in sample
preparation. The Optical Spectroscopy Systems
business unir also reduced time to marker i the
design of a new bine of UV-avisible spectrometers
which 1s enjoying excellent market acceptance.
These mstruments are used in diverse applica-

nons ranging from research and development
¥

of lasers to qudhr\‘ control of cosmerics.
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The (ll‘wgtaphy Systems business m
umit slashed manufacturing time on several key
products by as much as 70% and test tinaes by
some 43% throngh mcreased flexabiliey i s
tactory, Smoother production flow resulted in a
30% increase in manufacturing prodactivity.
The umt was also able to reduce the amount of
floor space required to produce 1t traditional
products, thus allowing it to accommodate pro-
auction of 1ts new hine of gas chromatograph/
miass spectrometers without adding to the factory.

Several new instruments were introduced
carly i the vear that target the needs of specific
markets and broaden Varian's reach within them.
Ihe Sarwrn gas chromatograph/mass spectrom-
eter svstem ofters the nghest sensinvity aval-
able on the market, thus meeting the demands
of stringent new regulations govermng envi-
ronmental and other applications. The miceo-
imagng capability of the Company’s new line
of NMR spectrometers is demonstrating exciting
growth potential by allowing Vanan customers
to analyze solid matenals in addinon to bquid

or gascous compounds,

OQutlook Modest growthis expected in the

domestic market tor analvtical mstruments.
However, international demand should demon-
strate ongoing vitahty, particularly in the
environmental arena, With improving time to
matket, niew advanced mstruments, and more
flexible, responsive factonies, Tustruments should
experience continued revenue growth with

improved profitability.
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Results of Operations— Net eanmhygs from continuing operations before restructoring charges for
the fiscal year ended Seprember 28, 1990 increased 33% o $44.0 nullion, or $2.25 per share, compared
to 8332 million, or $1.61 per share, in fiscal 1989, and $56.9 million, or $2.59 per share, in fiscal 1988. The
1060 an 1988 resules exclide afrertax restrucnunng charges of $31.4 nullion (3161 per share) and $22.4
mithon ($1.02 per share) respectively. The 1089 resules include aftertax charges for anticipated legal
expenses of $38 mullion, or $.48 per share, in connecnon with an ongoing government investigation
of the power-gnd tube industry. The 1988 results include an afiertax gain of $9.6 million, or $.44

per share, from the sale of Specialty Metals. Net earnings from continning operations (inclusive of
restructunng charges) for bscal 1996 were $12.6 million, or $.64 per share, compared w $33.2 million,
or $1.61 per share m fiscal 1989 and $34.5 million, or $1.57 per share in fiscal 1988, Fiscal 1990 concluded
with a net loss of $4.1 mithan, or $.21 per share, compared to net carnings of $31.5 milbon, or $1.53 per
share, i fiscal 1089 and $278 nulhon, or $1.27 per share, i tiscal 1988, The 1990 net loss indudes an
attertax charge and losses of $16.7 mulhon, or $.85 per share, from discontinued opesations. Net
carmngs n 1989 und 1988 mclude afrertax losses trom discontimued operations of $1.7 nullion, or §,08
per share, and $6.7 mullion, or $.30 per share, sespectively.

Toral orders and sales in 1990 matched or exveeded the previous years record levels. Fiscal
1990 orders of $1.27 billion were essentially the same as the prior year level of $1.26 billion. Sales rose
4% o $1.26 ballion w fiscal 1990 from $1.22 billion in 168 and $1,05 ballion 10 1088 Backlog was up
shightly st 3737 mullion for fiscal 1090 from $727 million 1 1680 and $676 million for 1988,

The Instruments and Medical Equipment businesses showed signiticant ingreases in orders
and sales from the prior vear. Electron Devices business orders and sales changed only shighely while
the Sermconductor Equipment bustness posted lower orders, sales, and operanng earnings. Operating
carmigs were up tor each of the other three businesses betore restructunng charges.

In May 1990, Varian announced a major restructuring to improve longer term financial per-
formance, including plans to sell a number of non-core opetations and product lines peripheral to jts
core businesses—electron devices, analytical mstraments, seameonductor equiproent, and niedcal
equipment. Concarrently, the Company also began scaling back 1es worldwide work force to better
nuatch its repositioned operations, This effort had resulted in the elinination of sonie 300 jobs by the
endof the fiscd year.

Activiries to be sold and treated as disconanued operations include broadeasang equipment
operanons m Enghand and Texas and galbum arsensde-based onits in Calitornia which make third-
generinon mght-vision goggles and complex sohd-state circuits. As of year end, Conunental Electronies
of Texas was sold for approxmmately $12 milhon i cash and notes for $2.9 million. A number of
aunor product lines are also being sold or otherwise disposed of, The operanons being exited repre-
sent antual sales of about $200 midlion and employ about 1,600 persons. Varian expects to substantially
complete the divestiture of its non-care activities within one vear, and believes the reserves taken
for those actions are adequare,

Operating profit for the Company’s Electron Devices businiess rose sharply, despite flat sales
u its commercial markets and a continning gradual decline m defense sectors. Improved manufac-
turing, dilgent cost control efforts, and other operational efficencaes contnibuted to the improved
profits. Margins reached double-digt levels by years end. The business intends to maintain that level
of profitability i 1991, even with the likelihood that there will be further shnnkage m some of
1ts triarkets.

An exeepnionally strong fourth-quarter performance led ro good orders and sales gains for the
Instruments business. Operating profit for the vear, before restructuring, rose by nearly 30%, as efforts
to unprove manufactunng ethiciency and guality continued to pay dividends. Sales and profit gains
were achieved m most product areas for this busimess, which has become a prototype i the Companys
dove w achieve world-class operational performance,
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manacement ResP I ioiLiTy FoR FINANCIAL STATEMNTS

I he managetient of Vanan Asaciates, Ing, (the Company) i responsible for the integnity of the
financial statepents of the Company and its subsichanies. Tius responsibility invoives preparation of
tinancial statements im accordance with generally accepted accounting principles and reporting
data which objeetively reflect the assers, labilines, revenues, aud expenses ot the Company and
ity subsicianes,

I accumulating and controlling its financial data, the Company establishes and maintains
aceowiting systems designed tocnsure adequate tntemnal contrals. Mamagement hoheves a high level
of mternal control is mantaned by the selection and continual traiming of qualitied peronnel, by the
establishnent and communication of sceounting and busmess policies, and by inrernal audits, In
estabhshing mrermal controls, management evaluages the cost of such systemns agamse the benefits
reccived. Muagerment behieves the internal contrel systenis i use are adequate to prevent significant
mistise of Company assets or nsstatement of fimancial reports,

Coapers & Lybrand, independent accountants, are engaged to rendd v an opimion on the con-
sobidated financial stacments. Their apinton expresses an mformed jadgment on whether manage-
ments financial staements, cosidered in their entirety, present furly in all matenal respects; in
comtorraey with generally accepted accountimg prinaiples, the Company’s financd condition and
pperanng resules. ks tased on procedures described in the secaid paragraph of therr report, which
mclode obtamng an undersaanding of the Company’s systems and procedures and performing tests
and other procedures suthaent to provide reasonable assurance that the financial statements are
neither matenally misleading nor contam material errors. The auditors make extensive tests of
Company procedures. Iow neither practical nor necessary for them o scrutimze a Large portion of
the Company transactions.

The Board of Directors, through its Audit and Corporate Responsibility Commintee congsisting
ot tive mdependent directors, 1s responsible for engaang the independent uccountants and assuring
that management fulbills 1ts responsibilines in the preparation of the financial statewients. The Audit
and Corporate Responsibility Committee discusses sudit and financial reporting matters with both
nuanagemnent and Coapers & Lybtand. To ensure complete ndependence, Coopers & Lybrand mieets
with the Audit and Corporate Respotsibility Conmuttee with and without the presence of manage-
IEnt FCPresenives

With the established svstem of wrernal aceonnting conerols, intemnal andit, and the independent
review by Coopers & Lybrand, the wregary and obyectivity of the Company’s financial statements
are mantamed.

TV AABRARR 5

Repesr A, Lemos Waynk 2 Somrak
Vice President, Finance Controller
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fEilliars in thowsanid: except per share amosents)

For each of the three fis

1990

SaLEs $1.264.840
OpriraTiING Costs ann Exprnses

Ci 357 :\f '\.I}i“\ H?l,.'}i

Research and dewve in}umc'm 77,402

Marketing 150,259

General and admimstrative B272

Restructunng charges 1,482

Total operating costs and expenses

Oprpraring EARNINGS
Interest CXpPeilst
[nterest meome
Other wcomi (.\'p:‘ln(";
Earminas from Contmvuimne OPERATIONS
Berore Taxes
laxes on carnings
Earnines FrROM CONTINUING OPERATIONS
Loss poM DISCONTINUED OWPERATIONS
NET OF Tax BengsTs
Nit Earnines {Loss) 3
Eannings (Loss) Pra Ssare—Fuiry Divvren
CONTINUING CPERATIONS b

IDISCONTINUED CWERATIHOINS

N1 Eannives (Toss) Per Saans 5

232,648

32192
{13,021)
1,487

20,688

8060

(16.600)

{4.092)

{ ;,f\‘l

{83)

{0.21)

B et

oo deomnpamnate Not tothe Considatid Fassingial Siatements

enan Assond s I, and Subadiary Comprans

108G

31%!«4.{({4

%53,102
72,650
145,707
78,819

1,150,368
69,236
{10,791)

1192
(6,100)

53337
2(,‘,_{4! )

33,107

(1.678)

3 31519

$ 161
(0.08)

$ 1.53

s s

cal vears w the periexd ended Seopenibicr 28, 1990

(LA

606,657
6,786
135,410
63,074

35,018

999945

45197
(7.015)
1,583
15,084

53,924
10,410

4514

(6,756)

$ 27748
§ 5
(0.30)

3 127
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consovioareo saler sueers
Dollars i thomsands cxcept par valwes)

Assirs
Caurrent Assets
Cash and cash c‘;lul\'.z]( nis
Accounts receivable, less dlawances for donbebal
accounts of $1.852 (19go) and $1,711 (198¢)
Inventories
Other current assets
Net assets veld for sale —discontinned operations

Total Current Assers
Propersy, Plant, and Equipment
Accomulated depreciation and amortization
Net Property, Plant, and Equipment
Oxther Avsers
Torar Assers

Liasiimies anp Suargnovins’ EQuiry
Current Liabthities

Notes payable

Acgounts p.ly.xbh‘—-vn.}dc

Accrued expenses

Producr warraney

Advance payments trom ctistomers

Toal Current Lishilities
Long-Terin Dbt
Dieferred Taxes

Tond Laabilities

Sharcholders” Equity
Preferred stock

Authorized 1,000,000 shares, par value 81, issued none

Cotsmon stock

Authonized 99,000,000 shares, par value $1, ssaued
and outstanding 19.288,000 shares (1990), 19,806,000

shares (198g)
Capital 1n excess of par value of common stock
Retamied varnimgs

Total Sharcholders’ Equiey

Terrar Lianttimies anp SHarznol pers’ EQuity

Ser aezompusmying Nows o the Comsokidated Fnandal Statawones

Septemibier 28,

8 20083

256,602
222324
117636

.. 45083

460,412

_Ak450

$ w037
71143
224,385
34,200

407,846
76,822
. 3A695

335

19,288
04,005

Septetiher 20,
198y

i

11,213
(258.442)

§ 53648
74.528
182,536
20,910
3279
414,201
$4014

10.506
1356
206,029

L aaam
5 931281

Vartan Asociates Iic and Subsdany Companies

2§




COISOLID&B STATEMENTS OF lﬂlltﬂﬂlbe' EQUITY

1 fiars w Hhiomsangds ¢ NI pa Wider arsoungs)

Caprstal m {reasury
{ HIEOn . Retamed Stk
Wk Earmings At ot Tatal
Bavances, OCTonReR 2, 1987 S 21966 3 168437 B 247713 S — 4386
Net carnings tor the vear —_ — 27,758 — 27,758
Issuance of stock under employee
stock purchase and option plans 302 8,256 — — 8,648
Privchase of common stock — -— (17,840) {17840)
Retiremoent of treasury stack {BR4) {17,156) —— 17,830 -
Dimdends declared ($0.26 et share) — — {s.680) - (&,(tbl.’))
BalaNCES, SEPTEMBER 30, 198K 21674 150.537 264,701 -~ 451,002
Net carnings for the vear - — 31519 - 3319
Issuance of stock under eniploye
stock puarchase ind puon plans 159 10,152 -t -~ 10,611
Purchase of common stock — -— — (60.570) {60,570)
Retirement of treastiry stock {(2.2%7) (s8.313) - 60,570 Wi
Dividends declared (30.26 peT share) —- — {s,281) - (:i..’.ﬁll
Barances, SErteMuen 29, 1989 19,8506 111,350 200,029 -— 427281
Net loss for the year - - (4.092) - (4.002)
Issuance of stisck undet LINPIoVES
tock purchase and oprion | lans 563 10,208 — - 10,858
Purchase of cominon stock — —~ (28817 (28517)
Retirement of treasary stock (ra71) (27.646) - 28817 -
Dividends dedlared ($0.26 per shart) o - ‘v\’."ll)\‘ o ‘;5.15!0}
Bavances, Sepremuen 28, 1990 $ 10288 % gq005 % 280018 3 — % 400211

N i the Comsofiadare d Tuonatal Seatemiont
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These amounts are net of pr‘ paymeni, of $4.5 million and $8.8 nullion, mgn:ly, Inven-
toried costs relating to long-term contracts are stated at actual production costs, and generally do not
inchude start-up or general and admimistrative costs, Inventory balances in 1990 reflect the reclassi-
fication of discontinued operations” inventories to ner assets held for sale—discontinued operations,
The tain compotients of mventonies are as follows:

{otlar i1 weillon) 7 100 1980
Raw miatenals and parts 5 113 § oy
Wark mi procous 732 101.7
Fannshied goods 35K 433
Total lisventaries $ 24 § 85y

Property. Plant, and Equipment— Property, plant, and equipment are stated at cost. Major improve-
ments ate cupitalized, while mamtenance and repairs are expensed currently. Plant and equipment
are deprectated over their estimated useful lives using the straight-line method for financial reporting
purpuoses and sovelerated methods for tax purposes. Leasehold improvements are amartized using
the strayght-hne method over their estimated useful lives or the length of the lease, whichever is less.
Property, plant, and equipment balances in 1990 reflect the reclassification of the discontnued
operations” halances to net assets held for sale—duscontinued operations. The main components of
property, plant, and equipment are as tollows:

(i dotlars vor madlBonis) 1990 1086
Land and land easeholds b4 6.4 5 143
Buddings 1534 1723
Machisery and eguipment 27040 3012
Construction m progress 177 234
Toral Property, Plane and Equipment §  4bog % 131 )

Taxes on Earnings— Deferred recoverable tax benetits of $03.5 mullion at fiscal vear-end 1900 and
$70.0 mullion st fiscal year-end 1989 are wcluded in other current assets. These resulted principally
from product warranty provisions, inventory reserves, reserves tor discontimued operations, and special
provisions not currently deductible for tax purposes. In addinion, other current assets include refind-
able taxes of $3.2 milhion at fiscal vear-end 1990 and §3.2 nullion at fiscal vear-cnd 1989, resulting from
the carrvback of operating losses and credits, Deterred tax credits of $38.7 mullion at fiscal year-end
1990 and $34.0 malhion at fscal year-end 198¢ arose pnmanly from the use of accelerated depreaation
methods for tax purposes and from foreym tax credits not yet utlized for financial reporting purposes.

The Company plans to continue reinvesting carmngs of its non-US. subsidianies to expand
its intermational activities. Therefore, it makes no provision for addinonal US. taxes which night
restrlt from distribution of such earnings unless they are actually repatnated. In 1990, the Company
repatriated $2.5 milhon of carnings from a non-US. subsidiary, providing US. tax of $1.4 million.
Amaunts repatriated m 1989 und 1988 were not significant, At fiscal year-end 1990, 198, and 1988,
the cumulative amount of earnings from certan subsidianes on which the Company has not provided
US. mcome taxes was approximately $20 million, $22 milhon, and $i9 million, respectively,

The Company has a Foreym Sales Corporation {(FSC) to assist with 1ts export activities. A portion
of the carnings of the FSC is taxable and provision has been made for those taxes.

In Decemnber 1987, the Financial Accounting Standards Board (FASB) issued Statement No, 96,
Accounting for Income Taxes (FAS 96). This statement requires a major change n the method used
to account for wncome taxes. The statetnent is effectve for the Company’s hiscal vear 1993; earlier
adopnan is permitted and being considered. The FASB is currently reconsidering certan relevant
aspeets of FAS 06, The Company ts corrently studying the imphcations of the statement, but the
nming and inpact of its iplementanion has not yet been determined.
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Rescarch and opment— Company-sponsored research m‘clopmcnt costs related to
both present and future products are expensed carrently, Costs related ro research and develop-
ment contracts are cluded in inventory and charged to cost of sales upon recognition of related
revenue, Total expenditures on research and development for fiscal 1900, 1989, and 1988, were
$go. 7 mllion, $86.5 milhon, and $7727 million, respecuvely, of which $13.3 million, $13.9 mullion,
and $7.9 mullion, respectively, were funded by customers,

Computation of Earnings per Share— Eartungs pet share computations are based on the
weighted average common shares outstanding and comimon share equivalents (dilutive stock
options). The average number of commen shares and common share equivalents nsed m the
computation of carnings per share in 1990, 1089, and 1988 was 19,538,000, 20,659,000, and 21,936,000
shares, respectively. There s no sigmticant difference beeween fully didured carnings per share
and primary carnings per share,

Reclassification— Certain amounts in prior vears have been reclassified to conform wath the
1900 preseatation,

RestTrucruning CHARGES

During 1990, the Company incurred restructuming charges aggregating 3515 mullion i connecnon
with the discontinuanon of various product [mes and comsolidation ot certan facilines. The charges
consist matly of provisions for discontinned programs and chiarges for husiness testructuring activi-
ries and termination reserves.

During 1988, the Company incurred restructuring charges of $35.0 million for & major cost reduc-
ton effort that resulted in consolidation of two divisions and the discontinuanion of a produst line
in the Semiconductor Equapment business, as well as other actions undertaken as part of a company-
wide cost reduction effort. The restructunng charges are composed mainly of asset wiite-offs and
estintated aceruals associated with move and rearrangement, continued product support, termination,
and other costs.

Orren Income (Exrenss)

In 108y, other expense of $6.1 mullion represents charges tor anticipated legal expenses in connection

with an ongoing government mvestigation of the poswer-gnd tube industry. (See Contngencies Note,)
In 1988, other income of $15.0 million represents the gain on the sale of Specialty Metals, Sales

tor Specialey Metals amounted to $17.4 mulhon in fiscal 1088 Proceeds from the sale were $32.5 nullion.

DisconTiNvuenp OPERATIONS

Duning 1990, the Company announced plasis to sell s broadcasting equipment operations in England
and Texas and galliom arsenide-based nms m Califorma. These businesses are being accousited for as
discontitined operanions, The sale of Contiental Electromics in Texas was comsummated in September,
1990. The Company recenved $12 malhion in cash and notes for $2.9 nuthon. Formal plans have been
developed, and it is expected that the divestivures af the remauing operations will be compleed
within one year. Ammounts i the consolidated statements of operations for 1989 and 1988 have been
restated to conforny to the 1990 discontinued eperations presentation.
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The estimated loss on digumwc of the businesses was $15.2 million (:wﬂ%wmc tax
benefits of $7.3 million) consisting of an expected aftertax loss on the sale of the busivesses of $7.7
milhion and a provision of $7.5 mullion for expected operanng losses during the phase-out penod of
one year, Sales and net losses from the discontinued operations prior to the measurement date are
as follows:

{Fl%m_mﬂfﬁms} ; ik he o o L = T T ._’9“2_ - __"I?ﬁf
Sales $ 674 § i § b
Lass betore tax henedin 24 37 0H
Tax benghits SRR . 10 38
Loss trom operations 1§ w7 6.8
Laows om dispesal, net of tax benefits of $2.3 1 1990 182 - -
Net Loss $ 167 $ 17 $§ 68

The net assers of the discontinued businesses held for sale have been induded in the accompanyig
balance sheer at Septenber 28, 1996, under the capion “Ner assets held for sale—~discontinued
operations” This balunce consists of current assets of $37.0 million, noncarrent assets of $28.1 nullion,
and current Labshties of $20.0 nullion.

Receivapres rroMm Long-Team ConTRACTS

Accounts receivable from long-term contracts were $11.8 million and $33.3 million 10 1900 and
1989, respectively. US, Government contracts were $8.9 nullion and $16.9 nullion in 1990 and 1980,
respectively. In addinon. Commeraal contracts were $2.0 million and $16.4 milhion m 1990 and
1980, respectively.

The balances billed but not pad by customers pursuant t retainage provisions were not sig-
mificant at fiscal year-end 1990 and 198¢. Based on the Company’s expernience with similar contracts
n recent years, the retention balances at hiscal year-end 1090 are expected to be collected in fiscal 1991,

Recoverable costs and accrued profit not billed compnse prinapally amounts of revenue
recogmized on contracts for whach billings had not been presented to the customers because the
amounts were not billable at the balance sheet date. Itis annaipated such unbilled amounts receivable
from the US. Government and commercial castomers at fiscal year-end 1990 will be billed and
collected m fiscal 1901

No sigmtficant amounts were subject to future negotiation at fiscal year-end 1990 and 198¢.

Accrunp EXPENSES

Dollars o0 milleons) - i oo |9ﬂ0_
Taaes, weluding tases on cartungs $§ 62 § 2.5
Paveoll and employes benefits 95 337
Restructiny ¥ and duconarived businesses 433 151
Estinated loss contingencies 2.6 212
Other 708 65.3
Toral Acerued Expenses § 2334 § s

Swort-Term DenT

Short-term notes payable and the current portion of long-tertn debt amounting to $10.0 mllion and
$53.6 million at fiscal year-end 1990 and 198g, respectively, represent borrowings at weighted average
mterest raves of 10.0% and 9.4%, respectively. Total debr is subject to limitations included in long-
werm deht agreements,

At tiscal year-end 1990, the Company had total unused committed lmes of credit amounting to
$100 valhon,
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ollars e millions) 1990 198g

Unsecured term loan, LIBOR+ % (effectvely fixed at
H.27% through December 31, 1091 through an inerest

S0 il

rate exchange agreement), due December 31, 1092 § g0 $ —
Unsecured term loan, 9% due i agnaal installmens

of $6.0 through 1904 240 300
Unsecured teem loan, 9.5% due in annual installnienes

of 825 though 1098 125 15.0
Mortgage loans, intersst rates range trom 9.5% o9 88%

payable theough 200¢ 85 18.4
(ther _ 7 1.8
Longaerm borrowings Bs.7 653
Less current portion 89 10.3
Lomge Term Debe § 768 § 30

Each of the unsecured term loans contam covenants which linnt future borrowings and require
the Company to mamtan certam levels of working capital and operating resales. At fiscal year-end
1990, the Company was in comphance with all restrictive vovernts of the loan agreements and
approximiately $206 million of retained eamings were unrestcted for payment of cash dividends.
Maortgage Toans are collateralized by various land and buildings.

Required prncipal repayments of long-term debt for iscal years 1991 through 1995 are as tollows,
in nuthons: $8.9, $8.9, $48.9, $10.0. and $2.0.

Interest paid on short-term and long-term debt was $14.0 million in fiscal 1990, $10.4 million
m fiscal 1980, and $7:9 mullion m fiscal 1988,

Stock Ovrion anp Purcuase Prans

As o fiscal year-end 1990, the Company had reserved 2.344:000 shares of comman stock for issuance
w officers and key employees under stack option plans. All aptions under the incentive and non-
qualified plans have been granted at prices equal to the fair market value of the stock on the date

of grant.

Options granted on oy before February 10,1987 are exerasable commencing one year followmng
dute of grant, expire if not exercised within ten, seven, or five years from date of grapt. and, based on
isstie date, are exercisable in comulative nstallments of one-quarter, one-third, ot one-half each year,
Options granted on or after February 11, 1987 are exerasable in camulative installments of one-third
cach year, commencing one year following date of grant, and xpire if not exercised within seven
years from date of geant.

Option activity under the plans is presented below:

{3l 19 millions exceps per shar 1900 ‘ 198y 1988
ety dhanes o theeiang-) Shates Dol ) Suares. lhvl!u(!. Lk Shares ! D‘_‘nf“:
Bepmimng of vear 1655 % 441 1419 § 36.6 1w § b1
Granted L 8.9 439 128 416 122
Terminated or expired {105) (s:3) (03) (z7) (109) (33)
Exvtoiscd - ‘{?_!) ... (11z) (26) {47) L‘_O)
Ead of Year 2248 § 354 1653 § 441 1419 8 364
Shares exercisable K3k 460 66
Available shares retnaming 100 782 1127
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TAxES on‘xﬂmcs e

US. federal meome tax retarns for the years through 1980 have been settled wath the Internal Revenue
Service. It is believed thar adequate provision has been madee for all open vears and unresolved issves.
The detal of taxes (benefits) on carnings {loss) 1s as follows:

i L'I!m} tr-omilficnn ) , : 1940 1980 198K
s Current
T US. foderal $ us % no § 54
: NonULS 87 7.9 0.0
E Sease and local Ly 44 L7
E]. ; Total current 195 232 170
F:. Dieferred
i% US. federal {193) (41) (0:3)
i MNeon-LIS, i loz) % (L)
f Toral deferred  {w#) (39) (4)
i ¥ Taxes (Benefits) on Earmings [Loss) § (oa) $ w3 § [&2
y i ‘ ]
1 Dieterred taxes on earnings result from tinung differences between income reported in the financial
: statements and taxable mncome. The tax effects of thes» differences are as follows:
r‘ {dliary i oveidhowsi) 0 o8y 1988
5 Invenrory aglipstrents § (57 % {rs) $ 34
l Changes m provisions tor discontinued operations (1279 (ox) (29)
- Produet warranty {15) (x8) {03)
f Detorred mcome {03) {0g) 3
3 Accrlerated deprecianon —— 2R 59
'. Jrstalbmentsales = ot (s7)
| Onher _ ab (_a.a) (2.1) 3
'i Totad Dieferved §  ligs) § M) $ (1.4) i
! The reconcihanon hetween the effective tax rates on continuing operations and the statutory federal
: income tax rates s shown i the followang schedule:
g, L Pl GO ool BCR ety P LI S R o MmEg oW
U Stanrory tederal weomie tax mare 0% 34.0%: 34.0%
State and local tixes, net-of federal tax benehit 62 6 253
._ Net investmenit fax credit recaptire 0.5 0.4 06
- Foregm ancome deensed permanently invested, notof foreign
| tix coedss unbized and hmrrgn faxcs 43 20 0.5
| FSCDISC (5:5) {1.0) 14
I i ey adiusoment on discontinued operations — - {18)
: Chanable goptebutons — {0.5) {om)
T Other (08) (0.4) {o3) ]
. e bl v
g EHfcctiee Tax Rate 3.0t Ko 36.0% :
| |
;' |
[
.
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In additi:gthc above-referenced matters, the Company ﬁgcmly a defendant m a number
af legal actions and could tncur an aninsuredd abiiiry 10 one or more of them. In the opinion of
management, the outcome of such litigation will not have 2 matenal adverse effeet on the financial
conditon of the Company.

The Company is invedved n vanows stages of ivestigation and dleanup relative to environ-
mental protection mattess, some of which relate to past disposal practices, Some of these imatrers
are being overseen by state or federal agencies. Management believes that the final disposinon of
these marters will not have a matenal adverse effect on the financial condition of the Company.

BusiNegss SEGMENTS

Prior year dustry segment data has been restated to conform with the current year presentation of
continumg operations. The four industry segments are: Electron Devices business, Instruinenrs
business, Semiconductor Equipment buuness, and the Medical Equipment business. Indirect and
cormnnon costs have been allocated through the use of esamates, Accordingly, the information is
provided for purposes of achieving an understanding of operations, but may not be indicative of the
tiancial results of the reported segments were they independent organizanons, In addition, com-
paniscns of the Companys operations to similar operations of other companies may not be meaningful.

The Electron Devices business includes a broad line of electron devices used in broadeasting,
commmurications, and other commeraal and military apphications. The Instruments business consists
of analytical instruments widely used in the ficlds of chenustey, physics, biology, life saiences, and
mietalurgy. The Semiconducror Equipment busimess includes equipment used for semiconductor
witter fabnication. The Medical Equipment bisiness includes hinear accelerators used for cancer
therapy and industrial testing and inspection. Included in Eliminations and Other are certain insig-
nificant support operations and the Vacuum Products operation.

The Company operates various manufacturing and marketing operations outside the United
States, Geographic segment informanion « hased on the location of the operation furnishing goods
and services. No single country outside the United States accounts for more than 10% of total sales
or total assets, Sales betwecn geographic arcas are accounted for ar cost plus prevaling markups
arnved at through negotiations between ndependent profit centers. Related profits are eliminated
in consolidation.

Included in the total of United States sales are export sales of $203 mullion in fiscal 1990, $210
anllion in fscal 1989, and $166 million in fiscal 1988. Sales under prime contracis from the US.
Government were approximately $oo million w fiscal 1990, St million in fiscal 1989, and $119
riilion m fiscal 1088,

i
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QUAI'II&.‘!Q&ICMI DATA (UNAUDITED) .

(Dxollars in milhions except per share amounts)
1990 1089
Farst Second  Third Fourth ol First Second  Thad Founbk  Towl
Cuareer Quareer Quarter  Chaarter Year Quarter Quarrer Quiarter. Quarter Year
Sdles Sl g M6 ings WS Saps pee a3 wri Lih
Giross Profit $ ous 035 122 1063 3025 § 85 obs 932 o2 3664
Net Earnings (Loss)
Continumg
Operations $ B2 87 (189) 146 126 3 1wz 12,4 0.0 1.6 312
Discontinued
Operations ©6) f(og) (152) oo (167) {o8)  (o4) 01 (o6}  (17)

Net Earmings
(Loss) $ 76 7.8 !24.1} 146 (410 & 93 12.0 Q.1 1.0 318
Net Earmungs (Loss)
Per Share -
Fully Dilured

Continaing

Operations § o4 045 (008 o7 aby §$ o4k abo 0.44 008 16
Discontitiued
Operations (003) (nos) (o) owoo  (o89) (0og) (oe2) oo (oo3) (0.08)

Net Earnings
(Lasss) Per
Share $ 030 og0  (78) oz (o2) § o044 0,58 045 005 153

=

Notes: Incdwded in the 1990 results from operations 15 a thied grarter aftvrtax sestructionisg dhane of $30.9 millicn: for expenses relatid o the
Phasing ot of cerain product lines and other weltied expenses wchuding emploger terminations, faclity consolidisons, and asset revahuatuons
The aftena charge jor thied quartes 990 disemtinued perations of $15.2 m:ﬁam (8,28 per shane) ws due o discontingmar of several
nontone busiviesses, predominangly i the Eltron Devices buswiess, Pror penod firanaal dava s been restatied
Instvidesd s thi fonerth quarter 1989 rémlis dre aftemrax changes forantiapaled fepal exponas of $1.8 million in connedton vtk an ongomg
overntent vestiganion of the power-prid tube industry
The Jour guaansers for et camings (Loss] per shawe weay wot add for the pear becase of the differvns mamber of shans cutstanding during
the yeur

COMMON STOCK PRICES {UNAUDITED)

1990 1980
Firt Second  Third  Fourth First Secomd  Thid  Foumh
Quarters Quarter Quanter Quatter Quarter Quarter Quartey  Quarter

Conumon Stk

High $ 2% 6% 20% 4k 5 304 3o 8% 28%
Low $ 1% 20 234 27%  § a3 gy 234 23Y%
Dividends Declared Per Share £ 065 065 06§ O H65 068 065
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Item 1. (continued)

Replacements and spares represent over one-half of the tube sales,
particularly those used for cammmications, defense, and medical
applications. Backlog for this segment amounted to $283 million and $301
million in fiscal 1990 and 1989, respectively.

The Company’s Semiconductor Bquipment business manufactures processing
systeme which are essential to making integrated circuits. A world leader
in the development, manufacture, and application of ion implantation and
sputter-coating systems, Varian equipments are operating 24 hours a day in
every wafer fabrication facility in the world, and its latest models are
being used to develop tamorrow’'s state-of-the-art devices. Backlog for
this business amounted to $125 million in both fiscal 1990 and 1989.

The Instruments business manufactures, sells and services a variety of
scientific instruments for analyzing chemical substances including metals,
inorganic materials, organic campounds, polymers, natural substances, and
biochemicals. The products include liquid and gas chramatographs, NMR
spectrameters, ultraviolet visible and atamic absorption spectrometers, and
small, disposable tools used to prepare chemical samples for analysis.
Typical applications are biochemical and organic chemical research,
measurement of the chemical camposition of mixtures, studies of the
chemical structure of pure compounds, quality control of manufactured
materials, chemical analysis of natural products, and envirommental
monitoring and measurement. The major markets served are the
pharmaceutical and chemical industries, chemical and life science academic
research, government laboratories and specific areas of the health care
industry. Large growing areas for the use of the Campany’s analytical
instruments are environmental monitoring and life science applications in
industry, government, and academic institutions. Backlog for this business
amounted to $60 million and $56 million in fiscal 1990 and 1983,

respectively.

The Medical Bquipment business manufactures and markets linear

accelerators, cancer treatment planning systems, and data management
systems for radiotherapy centers. Linear accelerators are used in cancer
therapy and fog industrial radiographic applications. The Company’s
leading CL * series of medical linear accelerators, marketed to
hospitals and clinics mrl.dwidmates therapeutic x-rays and electron
beams for cancer treatment. I linear accelerators are used

in industrial applications to X-ray heavy metallic structures for quality
control. Backlog for the Medical Byuipment business amounted to $226
million and $218 million in fiscal 1990 and 1989, respectively.

Included in Eliminations and Other are certain insignificant support
operations and the Vacuum Products operation.

i



Additional information regarding the Campany’'s lines of business and
international operations is set forth in the notes to the consolidated
financial stataments.

The Company maintains in-house patent attorneys, holds numerous United
States and non-U.S. patents, and has many United States and non-U.S. patent
applications pending. The Campany considers the development of patents
through creative research and the maintenance of an active patent program
to be advantageous in the conduct of its business, but does not regard the
holding of patents as essential to its operations. The Campany grants
licenses to reliable manufacturers on various terms and conditions. At
present, the Company participates in a mmber of cross-licensing
arrangements with other parties. Information regarding the Canpany’s
research and development costs is contained in the notes to the
consolidated financial statements.

The Campany’'s manufacturing operations are subject to the various federal,
state, and local laws restricting the discharge of materials in the
environment. The Campany is not involved in any pending or threatened
proceedings which would require curtailment of its operations because of
such regulations. The Company’s capital expenditures for environmental
control facilities were not material in fiscal 1990, and are not
anticipated to be material in succeeding fiscal years,
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The Ccmpany’s executive offices and principal research and manufacturing
facilities are located in Palu Alto, California, on 71 acres cf land held
under leaseholds which expire in the years 2012 through 2058. These
buildings owned by the Campany are situated on the Palo Alto site, and
provide floor space totaling 1,160,000 square feet. The following is a
summary of the Campany's properties at September 28, 1990:

Owned Leased Owned Lnased

United States 147 132 2,491 879
International 43 6 397 384
190 138 2,888 1,263

Utilization of facilities by segment is shown in the following table:
Buildings (000's Sq. Ft.)

Manufacturing, Administrative
and Research & Development
Non-

Mktg.

U.S. U.S. Total & Sve. Total

Electron Devices 1,302 116 1,418 67 1,485
Instruments 285 118 403 269 672
Semiconductor BEquipment 517 23 540 105 645
Medical BEguipment 192 47 239 128 367
Other Operations 250 _B6 336 22 358
Total Operations 2,546 390 2,936 591 3,527
Other 624
Total 4,151

Otrer Operations includes manufacturing support and the Vacuum Products
cperations.

The capacity of these facilities is sufficient to meet current demand. The

owns substantially all of the machinery and equipment in use in its
plants. It is the Campany’s policy to maintain its plants and equipment in
excellent repair and at a high level of efficiency.



Item 2. (continued)

Manufacturing sites by geographical location are as follows:

Electron Devices California, Massachusetts, Utah, Canada

Semi conductor Bguipment California, Massachusetts, Japan, Forea

Instruments California, Australia

Medical BEguipment Calitornia, England

Other Arizona, California, Massachusetts,
Italy

Campany-owned and staffed sales offices throughout the world are located in
NORTH and SOUTH AMERICA: Brazil, Canada, Mexico, United States; EUROPE:
Austria, Belgium, Denmark, France, Italy, the Netherlands, Norway, Spain,
Sweden, Switzerland, United Kingdam, Germany; and PACIFIC BASIN: Australia,
People’s Republic of China, Hong Kong, India, Japan, South Korea, Singapore.

See the Long-Term Debt note contained in the notes to the consolidated
financial statements for encumbrances on property.

Item 3. legal Proceedings

Information required by this item is included in the "Contingencies” note to
the consolidated financial statements. See page 35 of this document.

Item 4. Submission of to a Vote of i 1
None
PART 11
and Related Stockholder Matters
The quarterly financial data table in the notes to the consolidated financial
statements located on ' sets forth the high and low sales price of the
‘s cammon stoc « New York Stock Exchange Composite Index

(trading symbol VAR) for the last two years. The common stock of the Campany
is listed on the New York Stock Exchange and the Pacific Stock Exchange.

The approximate number of shareholders of record of the Campany’s common
stock at October 26, 1990 was 9,600.

Dividends are paid quarterly and have been 6-1/2 cents per share for each
quarter in fiscal years 1990 and 1989. As of fiscal year-end 1990,
approximately $21.6 million of retained earnings were unrestricted for the
payment of cash dividends.

w8



Item 6, Selected Financial Data

FISCAL YEARS

(Dollars in miliions except per share amounts) 1990 1989 1988 1687 1986
SUMMARY DF OPERATIONS
Sales $ 1,264.8 1,219.6 1,085.1 872.8 798.3
Operating Earnings (Loss) b 32.2 69.2 45.7 23.7 (38.0)

Interest Expense, Net 5 {11.5) (5.6) (6.3) (4.%) (6.3)

Other Income (Expense) $ - (6.1) 15.0 8.0 -
Eernings (Loss) from Continuing Operations

before Taxes (Benefits) 5 20.7 53.5 53.9 27,2 (44.3)

Taxes (Benefits) on Earnings (Loss) H 8.1 20,3 19.4 9.0 (27.9)
Earnings (Loss) from Continuing Operations $ 12.6 33.2 34.5 18,2 (16.4)

farrings (Loss) from Discontinued

Operations, Net of Taxes (Benefits) $ (16.7) (1.7) {(6.7) 3.2 1.5

Net Earnings (Loss) ) (4.1) 3.5 27.8 21.4 {14.9)
Net Earnings (Loss) Per Share - Fully Diluted

Earnings (Loss) Continuing Operations $ 0.64 1.61 1.57 0.84 (0.77)

garnings (Loss) Discontinued Operations $ (0.85) {0.08) {0.30) 0.14 0.07
Net Earnings (Loss) Per Share $ (0.21) 1.53 1.27 0.98 (0.70)
Dividends Declared Per Share $ 0.26 0.26 0.26 0.26 0.26
FINANCIAL POSITION AT YEAR END
Working capital, exciuding notes payable $ 270.0 282.7 267.6 258.7 231.2
Property, plant, and equipment (at cost) §  460.4 §11.2 472.6 458.6 429.0
Total assets § 9236 931.3 B55.8 829.6 790.2
Long~term debt b 76.8 54.4 35.2 38.1 50.8
Total debt s B6.9 108.6 49.4 B6.9 81.1
Shareholders' egquity b4 400.2 427.3 451.0 438.1 410.%
Shareholders' equity per share

outstanding $ 20.78 21.48 20.81 19.95 19,16
OTHER DATA
Shares outstanding at year end (in thousands) 19,288 19,896 21,674 21,966 21,848
Emp loyees 10,200 10,700 10,200 10,800 10,400
Shareho lders 9,500 9,500 10,100 10,000 11,000
Order Backlog $ 736.5 727.3 675.6 602.8 522.6
Depreciation expense 3 37.9 34.0 33.7 31.6 28.0
Return from continuing cperations,

net of taxes (benefits), on average equity % 3.0 7.6 8.0 4.3 (3.9)
Tota) debt as a percent of total capital L1 17.8 20.3 8.9 16.6 16.5

TR R et g

Note: Certain amounts in prior years have been restated to reflect discontinued operations,

to the consolidated financial statements for information regarding restructuring charges,

kefer tou notes

This selected financial data should be read in conjinction with the related consolidated financial
statements and notes thereto included ‘n Jtem &,
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Item 7. Management's Discussion and Analysis of
Financial Condition and Results of Operations

RESULTS OF OPERATIONS

Net earnings from continuing operations before restructuring charges for
the fiscal year-ended September 28, 1990 increased 33% to $44.0 million, or
$2.25 per share, to $33.2 million, or $1.61 per share, in fiscal
1989, and $56.9 million, or $2.53 per share, in fiscal 1988. The 1990 and
1988 results exclude after tax restructuring charges of $31.4 million
{$1.61 per share) and $22.4 million ($1.02 per share) respectively. The
1989 results include after tax charges for anticipated legal expenses of
$3.8 million, or $.18 per share, in connection with an ongoing govermment
investigation of the power-grid tube industry. The 1988 results include an
after tax gain of $9.6 million, or $.44 per share, from the sale of
Specialty Metals. Net eamings from continuing operations (inclusive of
restructuring charges) for fiscal 1990 were $12.6 million, or $.64 per
share, compared to $33.2 miilion, or $1.61 per share in fiscal 1989 and
$34.5 million, or $1.57 per share in fiscal 1988. Fiscal 1990 concluded
with a net loss of $4.1 million, or $.21 per share, compared to net
earnings of $31.5 million, or $1.53 per share, in fiscal 1989 and $27.8
million, or $1.27 per share, in fiscal 1988. The 1990 net loss includes an
aftertax charge and losses of $16.7 million, or $.85 per share, from
discontinued operations. Net earnings in 1989 and 1988 include aftertax
losses from discontinued operations of $1.7 million, or $.08 per share, and
$6.7 million, or $.30 per share, respectively.

Total orders and sales in 1990 matched or exceeded the previcus year's
record levels. Fiscal 1990 orders of $1.27 billion were essentially the
same as the prior year level of $1.26 billion. Sales rose 4% to $1.26
billion in fiscal 1990 fram $1.22 hillion in 1989 and $1.05 billion in
1988. Backlog was up slightly at /37 million for fiscal 1990 fram $727
million in 1989 and $676 million for 1988.

The Instruments and Medical Bgquipment businesses showed significant
increases in orders and sales fram the prior year. Electron Devices
business orders and sales changed only slightly while the Semiconductor
Equipment business posted lower orders, sales, and operating earnings.
Operating earmnings were up for each of the other three businesses before
restructuring charges.

In May 1990, Varian announced a major restructuring to improve longer term
financial performance, including plans to sell a number of non-core
operations and product lines peripheral to its core businesses--electron
devices, analytical instruments, semiccnductor equipment, and medical
equipment. Concurrently, the Company also began scaling back its worldwide
work force to better match ite repositioned operations. This effort had
resulted in the elimination of same 500 jobs by the end of the fiscal year.



Management ‘s Discussion and Analysis (continued)

Activities to be sold and treated as discontinued operations include
broadcasting equipment operations in England and Texas and gallium
arsenide-based units in California which make third-generation night vision
goggles and camplex solid-state circuits. As of year end, Continental
Electronics of Texas was sold for approximately $12 million in cash and
notes for $2.9 million. A number of minor product lines are also being
sold or otherwise disposed of. The operations being exited represent
annual sales of about $200 million and employ about 1,600 persons. Varian
expects to substantially camplete the divestiture of its non-core
activities within one year, and belleves the reserves taken for thoss
actions are adequate.

Operating profit for the Campany’s Electron Devices business rose sharply,
despite flat sales in its commercial markets and a continuing gradual
decline in defense sectors. Improved manufacturing, diligent cost control
efforts, and other operational efficiencies contributed to the improved
profits. Margins reached double-digit levels by year’s end. The business
intends to maintain that level of profitability in 1991, even with the
likelihood that there will be further shrinkage in same of its markets.

An exceptionally strong fourth-quarter performance led to good orders and
sales gains for the Instruments business. Operating profit for the year,
before restructuring, rose by nearly 30%, as efforts to

manufacturing efficiency and quality continued to pay dividends. Sales and
profit gains were achieved in most product areas for this business, which
has became a prototype in the Cawpany’s drive to achieve world-class

operational performance.

Semiconductor Bgquipment orders and sales were beiow the prior year’s
levels, reflecting softer demand in the marketplace overall. This business
has overcome the problems which frustrated the rollout of its new
generation products in the last two years, and has now shipped a
substantial number of these new systems. Recent order levels have been
reasonably good, and reflect continuing demand for the Campany’'s more
established higher margin systems. Although more needs to be done to
improve margine on its newer products, this business operated at a
profitable level for the year before restructuring charges.

Varian's Medical Bgquipment business experienced double-digit percent orders
and sales increases over 1989 ‘The business benefitted from a cambination
of international market growth and good custamer acceptance of
technological advancements for its cancer therapy systems. Order backlog
for these systems remains extremely strong, and the business continues to
enjoy good prof tability.

With the current uncertainties in the world econamic environment, Varian is
gearing its operations to react quickly to any signs of a significant
downturn in its major markets. Phase 1 of the financial reorganization,
involving consolidation and cost reduction, has gone well. Phase 2 is
focused on attaining Operational Excellence in all of the core businesses.
These actions hold the potential for appreciable improvement in the
Campany’'s financial performance. The prospects for realizing at least same
portion of that added earnings potential in 1991 seem reasonably good,
unless the world econamy slides into a severe recession.

~10-



On Pebruary 28, 1990, Varian announced that its Board of Directors hadl
elected J. Tracy O'Rourke Chairman of the Boucd and Chief Executive
Officer. Senior operating managers now report directly to Mr. O’Rourke.

Research and development expense of $77.4 million in 1990 continued at
about the same level as in the prior two years.

Net interest expense in 1990 was $11.5 million compared with net interest
expense of $9.6 million in 1989 and $6.3 million in 1988. The increase in
net interest expense was due to increases in the average outstanding
obligations in the fiscal year.

The effective tax rate for fiscal 1990 was 39%, compared with 38% and 36%
in 1989 and 1988, respectively. The increase in the tax rate from 1989 was
due primarily to foreign tax credits not yet utilized. The increase in the
tax rate from 1988 was due to several factors. The state effective rate
increased because state tax benefits available in prior years had been
fully utilized by the end of 1988. The foreign effective rate is higher as
a result of certain foreign taxing jurisdictions which do not allow the
benefit of tax loss carrybacks. Fiscal 1988 included a non-recurring
benefit related to an inventory adjustment for discontinued operations.
These increases are partially offset by an increase in the Foreign Sales
Corporation (FSC) benefit for 198% and an adjustment in 1988 related to
Damestic International Sales Corporation (DISC) benefits for prior years.

In December 1987, the Financial Accounting Standards Board (FASB) issued
Statement of Financial Accounting Standards No. 96, Accounting for Incame
Taxes (FAS 96), which the Campany has not yet adopted. See Summary of
Significant Accounting Policies in notes to consolidated financial
statements.

FINANCIAL CONDITION

The Company’s financial condition remained strong after the restructuring
in 1990. Cash provided fram operating activities increased to $116.8
million compared with $61.3 million in the prior year. Cash used by
investing activities decreased by $32.7 million compsred to the prior year,
mainly because there were no significant acquisitions of businesses in
1990. The cambination of improved cash flow from operations and lower cash
consumption by investing activities enabled the Campany to reduce net debt
by 44% as well as substantially camplete the Campany’'s program to purchase
comon stock. The reduction in debt decreased the ratio of total debt as a
percent of total capital to 17.8% at the end of 1990 from 20.3% for the
prior year. The ratio of current assets to current liabilities increased
from 1.55 to 1 at fiscal year-end 1989 to 1.64 to 1 at year end 1990 due in
part to the classification of net assets held for sale--discontinued
operations as current assets. The Campany has available $100 million in
uused camitted lines of credit.
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Item 10. (continued)
Name Age Position
Alan J. Bennett 49 Vice President, Research
Stanley 2. Cole 64 Vice President and Director of
Patents and Licensing
Director, Patents and Licensing
Derrel B. De Passe 42 Vice President, Government Relations
Director, Goverrment Affairs
Ermest M. Felago 46 Vice President, Human Resources
Vice President, Human Resources,
Chramalloy America Corporation
Alvin J. Perreira 46 Vice President, Operations
Manager, Manufacturing, NMR Instruments
Manager, Pioduction, NMR Instruments
Allen K. Jones 42 Treasurer
Director, Investor Relations &
Financial Services
Director, Investor Relations
Robert A. Lemos 49 Vice President, Finance
Vice President and Treasurer
Treasurer
William R. Moore 58 Secretary and Associate Gemeral Counsel
Senior Corporate Counsel
Joseph B. Phair 43 Vice President & General Counsel

Gary E. Simpson

Wayne P. Samrak

Richard H. Thampson

Thamas D. Sege
(Director)

64

hssociate General Counsel &

Director, lLegal Operations
Senior Corporate Counsel
Corporate Counsel

Vice President, Marketing
Vice President, Corporate Cammumnications

Controller
Operations Controller
Controller, Semiconductor Egquipment

Vice President, Internmational
Manager, Intermnational Development

Vice Chairman
Chairman of the Board &
Chief BExecutive Officer
Chairman of the Board, Chief
Executive Officer & President
Chairman of the Board and
Chief Executive Officer

i3

Term
1984-Present
1985-Present
1981-1985

1990-Present
1985-1990

1987-Present
1983-1987
1990~Present
1987-1990
1981-1987
1990-Present

1987-1990
1585-1987

1986-Present
1985-1986
1982-1985

1987-Present
1979-1987

1990-Present
1987-1990
1987
1983-1987

1990~-Present
1983-1990

1985-Present
1985
1683-1985

1990-Present
1984-1990

1990

1987-1950
1986~1987
1984-1986



Home Age Position Term
John J. Cooper 66 Senior Vice President 1990
(Director) Vice President & General Counsel 1987-1990
Vice President, General Counsel
and Secretary 1979-1987

There is no family relationship between any of the exscutive officers.

Item 11. Executive Campensation

This item has been omitted inasmuch as the Company will file with the
Commission a definite proxy statement pursuant to Regulation 14A before
January 14, 1991 and is incorporated by reference.

Item 12. Security Ownership of Certain Beneficial Owners and Management

This item has been amitted inasmuch as the Company will file with the
Camission a definite proxy statement pursuant to Regulation 14A before
January 14, 1991 and is incorporated by reference.

Item 13. Certiin Relationships and Related Transactions

This item has been cmitted inasmuch as the Company will file with the
Camission a definite proxy statement pursuant to Regulation 14A before
January 14, 1991 and is incorporated by reference.

PART IV

(a) ‘The following documents are filed as a part of this report:

(1) Consolidated Financial Statements and Report of Independent
Accountants: see the index on page 18 of this report.

(2) Consolidated Financial Statement Schedules: see the index on
page 18 of this report.

(3) Exhibits: see the index on page 47 of this report.

j-a Registrant’s Restated Certificate of Incorporation,
dated June 26, 1987. Exhibit incorporated by
reference to registrant’s Fomm 10-K for the year ended
October 2, 1987, filed December 22, 1987.

3-b Registrant’s Bylaws, dated November 16, 1990. Exhibit
incorporated by reference to registrant’s Form 8-K
filed November 19, 1990.

3-c Registrant’'s Specimen Stock Certificate. Exhibit
incorporated by reference to registrant’s Form 8-K for
the month of February, 1977, filed March 4, 1977.
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Item 14.

(b)

- ]

(continued)

5

11

22
24
28

Preferred Stock Purchase Rights. BExhibit
incorporated by reference to registrant’s Form 8-A
dated August 2, 1986, filed September 2, 1986, and
amended by amendment no. 1 dated July 7, 1989.

Canputation of earmings per share in accordance with
interpretive release No. 34-9083

Subsidiaries of the Registrant

Consent of Independent Accountants

t between Varian Associates, Inc. and the
Department of Defense concerning termination of
Suspension of Continental Electronics and
establishment of a continuing surveillance program.
Exhibit incorporated by reference to registrant’s Fomm
10-K for the year ended September 29, 1989, filed
December 15, 1989.

Reports on Form B-K:

No

reports of Form 8-K have been filed for the last quarter
of the period covered by this report.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities
Exchange Act of 1934, Varian Associates, Inc. has duly caused this report
to be signed on its bermlf by the undersigned, thereunto duly authorized.

VARIAN ASSOCIATES, INC.
(Registrant)

Date: December 19, 1990 By: /s/ Robert A. Lexos
Robert A. Lemos
Vice President, Finance

Pursuant to the requirements of the Securities Exchange Act of 1934, this
report has been signed below by the following persons on behalf of the
registrant and in the capacities and on the dates indicated.

Signature Title Date
/8/ J. Tracy O'Rourke  Chairman of the Board and December 19, 1990

J. Tracy Q'Rourke Chief Executive Officer
(Principal Executive Officer)

/8/ Robert A. Lemos Vice President, Finance December 19, 1990
Robert A. Lemos (Principal Financial Officer)

/s/ Wayne P. Somrak Controller December 19, 1990
Wayne P. Samrak (Principal Accounting Officer)

/8/ Rexsmeth J. Arrow Director December 18, 1990

Kenneth J. Arrow

/8/ Jahn J. Cooper Director December 14, 1990
John J. Cooper
Director -
Ruth Margaret Davis
Director -
Edward L. Ginzton
/s8/ _C. lester Hogan Director December 18, 1990

C. Lester Hogan
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lewie W. lehr

Angus A. MacNaughton

John G. McDonald

/8/ William F. Miller

wWilliam F. Miller

/8/ Gordon E. Moore
Gordon E. Moore

Donald 0. Pederson

Burton Richter

] D.
Thamas D. Sege

/8/_H. Myrl Steams
H. Myrl Stearns

Title

Director

Director

Director

Director

Director

Director

Director

Director

Director
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Date

December 18, 1990

December 18, 1990

Decesber 18, 19%0

December 13, 1990

December 14, 1990
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REPORT OF INDEPENDENT ACCOUNTANTS

To the Board of Directors and Shareholders of
Varian Associates, Inc.

We have audited the accompanying consolidated financial
statements and financial statement schedules of Varian
Associates, Inc. and subsidiary companies as listed in the
financial statement index on page 18 of this Form 10-K,
These financial statements are the responsibility of the
Company's management. Our responsibility is to express an
opinion on these financial statements based on our audits.

wWe conducted our audits in accordance with generally accepted
auditing standards. Those standards require that we plan and
perform the audit to obtain reasonable assurance about
whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by
management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above
present fairly, in all material respects, the consolidated
financial position of Varian Associates, Inc. and subsidiary
companies as of September 28, 1990 and September 29, 1989,
and the consolidated results of their operations and their
cash flows for each of the three fiscal years in the period
ended September 28, 1990 in confeormity with generally
accepted accounting principles. 1In addition, the financial
statement schedules referred to above, when considered in
relation to the basic financial statements taken as a whole,
present fairly the information required to be included

therein. &‘P‘* iM

COOPERS & LYBRAND

San Jose, California
October 19, 19%0C
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CONSOLIDATED STATLMENTS OF OPERATIONS

Varian Associates, Inc, and Subsidiary Companies

L
-

For each of the three fiscal years in
the period ended September 28, 1990

(Dollars in thousands except per share amounts) 1990 1989 1988
SALES $1,264,840 $1,219,604 $1,045,142
OPERATING COSTS AND EXPENSES
Cost of sales 872,233 853,192 696,657
Research and development 17,402 72 650 69,786
Marketing 156,259 145,707 135,410
General and administrative 15,272 718,819 63,074
Restructuring charges 51,482 - 35,018
Total operating cests and expenses 1,232,648 1,150,368 999,945
OPERATING EARNINGS 32,192 69,236 45,197
Interest expense (13,021) (10,781) (7,815)
Interest income 1,487 1,192 1,583
Other income (expense) - (6,100) 15,059
EARNINGS FROM CONTINUING OPERATIONS
BEFORE TAXES 20,658 53,537 53,924
Taxes on Earnings 8,060 20,340 16,410
Eiihlncs FROM CONTINUING OPERATIONS 12,598 33,197 34,514
LOSS FROM DISCONTINUED OPERATIONS
NET OF TAX BENEFITS (16,690) (1,678) (6,756)
NET EARNINGS (LOSS) §  (4,092) $ 31,59 $ 27,758
EARNINGS {L0SS) PER SHARE - FULLY DILUTED
CONTINUING OPERATIONS 5 0.64 b 1.61 b 1.57
DISCONTINUED OPERATIONS (0.85) (0.08) (0.30)
NET EARNINGS (LOSS) PER SHARE § {0.21) $ 1.53 $ 1.27

See accompanying notes to the consolidated financial statements.

<20-



B B e

CONSOL IDATED BALANCE SHEETS
Varian Associates, Inc, and Subsidiary Companies

September 28, September 29,
(Dollars in thousands except par vaiues) 1990 1989
ASSETS
Current Assets
Cash and cash equivalents $ 26,185 $ -
Accounts receivable, less allowances for doubtful
accounts of $1,852 (1590) and $1,711 (1989) 256,602 263,738
Inventories 222,321 285,725
Other current assets 117,636 93,774
Net assets held for sale - discontinued operations 45,053 -
Yotal Current Assets 667,797 643,237
Property, Plant, and Equipment 460,412 511,213
Accumu lated depreciation and amortization (246,085) (258,447 )
Net Property, Plant, and fquipment 214,327 252,11
Other Assets 41,450 35,273
TOTAL ASSETS $ 923,574 $ 931,281
LIABILITIES AND SHAREHOLCERS' EQUITY
Current Liabilities
Notes payable $ 10,037 $ 53,648
Accounts payahle - trade 71,143 74,526
Arcrued expenses 223,385 182,836
Product warranty 34,260 29,910
Advance payments from customers 69,021 73,279
Total Current Liabilities 407,846 414,201
Long-Term Debt 76,822 54,914
Deferred Taxes 38,695 34,885
Total Liabilities 523,363 504,000
Sharehoiders’ Equity
Preferred stock
Authorized 1,000,000 shares, par value $1, issued none - -
Common stock
Authorized 99,000,000 shares, par value §1, issued
and putstanding 16,288,000 shares (1990), 19,806,000
shares (1989) 19,288 19,896
Capital in excess of par value of common stock 94,005 111,356
Retained earnings 286,918 296,029
Total Shareholders’ Equity 400,211 427,281
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $ 923,574 $ 831,28!

B L e -

See ancompanying notes to the consolidated financial statements.



CONSOL IDATED STATEMENTS OF SHAREHOLDERS' EQUITY
Varian Associates, Inc. and Subsidiary Companies

Capital in Treasury
(Dollars in thousands Comwon Excess of  Retained Stock
except per share amounts) Stock  Par value Earnings at Cost Total
Balances, October 2, 198/ $ 21,966 § 168,437 § 247,713 § - § 438,116
Net earnings for the year - - 27,758 - 27,758
Issuance of stock under
employee stock purchase
and option plans 392 8,256 - - 8,648
Purchase of common stock - - - (17,840) (17,840)
Retirement of treasury stock (684) {17,156) . 17,840 -
Dividends declared
($0.26 per share) - - (5,680) - (5,680)
Balances, September 30, 1988 21,674 159,537 269,791 - 451,002
Net earnings for the year - - 31,619 - 31,519

Issuance of stock under
employee stock purchase

ard option plans 454 10,152 - - 10,611
Purchase of common stock - - - (60,570) (60,570)
Retirement of treasury stock (2,237) (58,333) - 60,570 -
Dividends declared

($0.26 per share) . . (5,281) - (5,281)

Balances, September 29, 1989 19,856 111,356 296,029 - 427,281
Net loss for the year - . (4,092) - (4,092)
Issuance of stock under

enp loyee stock purchase

and option plans 563 10,295 - - 10,858
Purchase of common stock - - - (28,817) (28,817)
Retirement of treasury stock (1,171) (27,646) - 28,817 -
Dividends declared

(30,26 per share) - - (5,019) - (5,019)

Balances, September 28, 19090  $ 19,288 § 94,005 § 286,918 § - §400,211

L L e e L DL L Ll Ll R bl b e “nmen

See accompanying notes to the consolidated financial statements.
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CONSOL IDATED STATEMENTS OF CASH FLOWS
Varian Associates, Inc. and Subsidiary Companies

For each of the three fiscal years in
the period ended September 28, 1990

{DoTTars 1n thousands) 1990 1989 1988
OPERATING ACTIVITIES
Net Cash Provided by Operating Activities § 116,791 $§ 61,290 § 39,826
TRVESTIRG ACTTUTTTES
Proceeds from sale of businesses 12 000 7,043 32,500
Proceeds from sale of property, plant, and equipment 6,305 3,874 5,993
Purchase of guroperty plant, and equipment (54,936 rs ,968 (43,238)
Purchase of businesses, net of cash acquired 1,623 -
Other, net 5.292 (1, 110 -
“Wet Cash Used by Investing Activities [CER:L1)) {76, 59%) (%, 7%%)
FIRARCIRG ACTIVITIES
Net borrowings (payments) on short-term obligations (42,161) 32,059 (34,607)
Proceeds from long-term borrowings 40,000 30,028 450
Principal payments on iong-term debt (19,543) (2,892) (3,385)
Proceeds from common stock fssued to employees 10,858 10,611 648
Purchase of common stock (28,817 (60, 5702 (17,840)
Dividends paid §s,063 (5,408) (5,710)
Other, net 1,019 - 708
Wet Tash Provided (Used] By Financing ACtivities (45, 74%) 3,828 (51,7367
FEYTECTS OF EXTHANGE RATE TRARGER ON TASH 11,01%) (112) 297
“Net Tncrease (Decrease) 1n Cash and Cash Equivalents 20,185 11T, 539) 1%, 398] :
Cash and Cash Equivalents at Beginning of Year - 11,539 27,937
Tash and Tash Tquivalents at End of Year Y 26,185 ¥ P S B L

- SEmEEEn"- Ewese -

DETAIL OF NET CASH PROVIDED BY CPERATING ACTIVITIES

Net Earnings (Loss) $ (4,092)% 31,519 § 27,758
Adjustments to reconcile net earnings (loss) to
net cash provided by operating activities

Depreciation 41,337 40,656 40,474
Deferred taxes 3,810 1,751 7,365
Undistributed earnings from affiliates

less dividends received {560) 528 (1,108)
Gain from sale of businesses - (3,081) (15,059)
Loss from sale of assets 210 516 1,007
Amortization of intangibles 4,290 3,308 2,606
Abandonment of intangibles and write-off

of other assets 20,96% - 15,578

Changes in assets and liabilities, net of affects of
acquisitions and dispositions of businesses:

Accounts receivable (1,528) (5,190) 43,878)
Inventor ies 27,350 (25.844; 19,772)
Other current assets (26,364 {13,111 10,475;
Accounts payable - trade (2,118 14,893 %1.787
Accrued expenses 46,477 7.821 0,891
Product warranty 4,280 5,801 3
Advance payments from customers 2,735 1,520 15,901
“Ret Tash PrO\Tdéﬂ by Operating Activities I, 78T Y BT, 290 ¥ 39.B%

AEssERtaE. L L e L L e - sne

See accompanying notes to the consolidated financial statements.



The consolidated financial statements include those of Varian Associates,
Inc. and its subsidiaries. Significant intercompany balances,
transactions, and stock holdings have been eliminated in consolidation.
Investments in less-than-majority-owned affiliated companies are stated at
equity in the net assets of these companies.

Foreign Currency Translation

Assets and liabilities of subsidiaries outside the United States
representing cash and amounts receivable or payable are translated into
U.S. dollars at the exchange rates in effect at year end. Other accounts
including inventories and property, plant, and equipment are translated at
historical exchange rates. Revenue and expense items are translated at
effective rates of exchange prevailing during each year, except that
inventories are charged to cost of sales, and depreciation is expensed at
historical exchange rates. The aggregate exchange gain (loss) included in
general and administrative for 1990, 1989, and 1988 was $6.5 million,
($4.8) million, and $1.4 million, respectively.

The Company obtains forward exchange contracts in order to mitigate the
effects of foreign exchange rate changes on net monetary balances and order
backlog. At fiscal year-end 1990, the Campany had contracts with
maturities of three months or less to purchase $46.5 million in foreign

currency (25.3 million pounds sterling).
Revenue Recognition

Sales and related cost of sales are recognized primarily upon shipment of
products. Sales and related cost of sales under long-term contracts to
camercial custamers and the U.S. Government are recognized primarily as
units are delivered.

The estimated sales values of performance under certain U.S. Government
fixed-price and fixed-price incentive contracts in process are recognized
under the percentage of campletion method of accounting where the sales
value is determined on the basis of physical completion and costs are
expensed asg incurred. Sales under cost-reimbursement contracts, primarily
research and development contracts, are recorded as costs are incurred and
include estimated eamed fees in the proportion that costs incurred to date
bear to total estimated costs. The fees under certain U.S. Goverrment
contracts may be increased or decreased in accordance with cost or
performance incentive provisions which measure actual performance against
established targets or other criteria. Such incentive fee awards or
penalties are included in revenue at the time the amounts can be reasonably
determined.
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Statements of Cash Flows

The Company considers currency on hand, demand deposits, and all highly
liquid investments with an original maturity of three months or less to be
cash and cash equivalents. Liabilities assumed in the purchases of
businesses were $4.6 million and $5.8 million in fiscal 1990 and 1989,
respectively.

Inventories

Inventories are valued at the lower of cost or market (realizable value)
using last-in, first-out (LIFO) cost for the U.S. inventories of the
Instruments, Semiconductor Bguipment, and Medical Bquipment segments. All
other inventories are valued principally at average cost. Approximately
half of total gross inventories are valued using the LIFO method. If the
first-in, first-out (FIFO) method had been used, inventories would have
been higher than reported by $54.3 million in fiscal 1990, $47.5 million in
fiscal 1989, and $45.0 million in fiscal 1988. Inventories related to
long-term contracts amounted to $15.9 million and $35.1 million at fiscal
year-enc 1990 and 1989, respectively. These amounts are net of progress
payments of $4.5 million and $6.8 million, respectively. Inventoried costs
relating to long-term contracts are stated at actual production costs, and
generally do not include start-up or general and administrative costs.
Inventory balances in 1990 reflect the reclassification of discontinued
operation’s inventories to net assets held for sale--discontinued
operations. The main camponents of inventories are as follows:

{Dollars in millions) 1990 1989
Raw materials and parts $113.3 $140.7
Work in process 73.2 101.7
Finished goods 35.8 43.3
Total Inventories $222.3 $285.7
Property, Plant, and Eguipnent

Property, plant, and equipment are stated at cost. Major improvements are
capitalized, while maintenance and repairs are expensed currently. Plant and
equipment are depreciated over their estimated useful lives using the
straight~line method for financial reporting purposes and accelerated methods
for tax purposes. Leasehold improvements are amortized using the straight-line
method over their estimated useful lives or the length of the lease, whichever
is less. Property, plant, and equipment balances in 1990 reflect the
reclassification of the discontinued operation’s balances to net assets held
for sale--discontinued operations.
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The main camponents of property, plant, and equipment are as follows:

(Dollars in millions) 1990 1989
Land and land leaseholds $ 9.4 $ 14.3
Buildings 153.4 172.3
Machinery and equipment 279.9 301.2
Construction in progress T i 5 23.4
Total Property, Plant, and Eguipment $460.4 $511.2
Taxes on Earmings

Deferred recoverable tax benefits of $93.5 million at fiscal year-end 1990 and
$70.0 million at fiscal year-end 1989 are included in other current assets.
These resulted principally from product warranty provisions, inventory
reserves, reserves for discontinued operations, and special provisions not
currently deductible for tax purposes. In addition, other current assets
include refundable taxes of $3.2 million at fiscal year-end 1990 and $3.2
million at fiscal year-end 1989, resulting fram the carryback of operating
losses and credits. Deferred tax credits of $38.7 million at fiscal year-end
1990 and $34.9 million at fiscal year-end 1989 arose primarily fram the use of
accelerated depreciation methods for tax purposes and from foreign tax credits

not yet utilized for financial reporting purposes.

The Campany plans to continue reinvesting earnings of its non-U.S. subsidiaries
to expand its intermational activities. Thevefore, it makes no provision for
additional U.S. taxes which might result from distribution of such earnings
unless they are actually repatriated. In 1990, the Campany repatriated $2.5
million of earnings fram a non-U.S. subsidiary, providing U.S. tax of §1.4
million. Amounts repatriated in 1989 and 1988 were not significant. At fiscal
year-end 1990, 1989, and 1988, the cumulative amount of earnings from certain
subsidiaries on which the Campany has not provided U.S. incame taxes was
approximately $29 million, $22 million, and $19 million, respectively.

The Campany has a Foreign Sales Corporation (FSC) to assist with its export
activities. A portion of the earnings of the FSC is taxable and provision has
been made for those taxes.

In December 1987, the Financial Accounting Standards Board (FASB) issued
Statement No. 96, Accounting for Incame Taxes (FAS 96). This statement
requires a major change in the method used to acoount for income taxes. The
statement is effective for the Company’s fiscal year 1993; earlier adoption is
permitted and being considered. The FASB is currently reconsidering certain
relevant aspects of FAS 96. The Company is currently studying the implications
of the statement, but the timing and impact of its implementation has not yet
been determined.

O



SUMVARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Deve 1t

Company-sponsored research and development costs related to both present and
future products are expensed currently. Costs related to research and
development contracts are included in inventory and charged to cost of sales
upon recognition of related revenue. Total expenditures on research and
development for fiscal 1990, 1989, and 1988, were $90.7 million, $86.5 million,
and $77.7 million, respectively, of which $13.3 million, $13.9 million, and
$7.9 million, respectively, were funded by customers.

Camputation of Earnings Per Share

Earnings per share computations are based on the weighted average cammon shares
outstanding and camwon share equivalents (dilutive stock options). The average
number of common shares and camon share equivalents used in the camputation of
earmnings per share in 1990, 1989, and 1988 was 19,538,000, 20,659,000, and
21,936,000 shares, respectively. There is no significant difference between
fully diluted earnings per share and primary earnings per share.

Certain amounts in prior years have been reclassified to conform with the 1990
presentation.

RESTRUCTURING CHARGES

During 1990, the Campany incurred restructuring charges aggregating $51.5
million in connection with the discontinuation of various product lines and
consolidation of certain facilities. The charges consist mainly of provisions
for discontinued programs and charges for business restructuring activities and
termination reserves.

During 1988, the Company incurred restructuring charges of $35.0 million for a
major cost reduction effort that resulted in consolidation of two divisions and
the discontinuation of a product line in the Semiconductor Equipment business,
as well as other actions undertaken as part of a companywide cost reduction
effort. The restructuring charges are camposed mainly of asset write-offs and
estimated accruals associated with move and rearrangement, continued product
support, temination, and other costs,

OTHER INCOME (EXPENSE)

In 1989, other expense of $6.1 million represents charges for anticipated legal
expenses in connection with an ongoing government investigation of the
power-grid tube industry. (See Contingencies Note.)

In 1988, other income of $15.0 million represents the gain on the sale of

Specialty Metals. Sales for Specialty Metals amounted to $17.4 million in
fiscal 1988. Proceeds fram the sale were $32.5 million.
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During 1990, the Campany announced plans to sell its broadcasting equipment
operations in England and Texas and gallium arsenide-based units in
California. These businesses are being accounted for as discontinued
operations. The sale of Continental Electronics in Texas was consummated in
September, 1990. The Campany received $12 million in cash and notes for $2.9
million. Formal plans have been developed, and it is expected that the
divestitures of the remaining operations will be campleted within one year.
Amounts in the consolidated statements of operations for 1989 and 1988 have
been restated to conform to the 1990 discontinued operations presentation. The
estimated loss on discontinuance of the businesses was $15.2 million (net of
incame tax benefits of $7.3 million) consisting of an expected aftertax loss on
the sale of the businesses of $7.7 million and a provision of $7.5 million for
expected operating losses during the phase-out period of one year. Sales and
net losses fram the discontinued operations prior to the measurement date are
as follows:

(Dollars in millione) 1990 1989 1988
Sales $ 67.1 $132.8 $133.6
loss before tax benefits 2.4 Moy 10.6
Tax benefits .9 1.0 3.8
Loss fram operations 1.5 1.7 6.8
Loss on disposal, net of tax

benefits of $7.3 in 1990 15.2 - -
Net Loss $ 16.7 s 1.7 S 6.8

The net assets of the discontinued businesses held for sale have been included
in the accampanying balance sheet at September 28, 1990, under the caption “Net
assets held for sale - discontinued operations." This balance consists of
current. assets of $37.1 million, noncurrent assets of $28.1 million, and
current liabilities of $20.1 million.
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Accounts receivable fram long-term contracts were $11.8 million and $33.3
million in 1990 and 1989, respectively. U.S. Government contracts were $8.9
million and $16.9 million in 1990 and 1989, respectively. In addition,
Commercial contracts were $2.9 million and $16.4 million in 1990 and 1989,

respectively.

The balances billed but not paid by customers pursuant to retainage provisions
were not significant at fiscal year-end 1990 and 1989. Based on the Campany’s
experience with similar contracts in recent years, the retention balances at
fiscal year-end 1990 are expected to be collected in fiscal 1991.

Recoverable costs and accrued profit not billed comprise principally amounts of
revenue recognized on contracts for which billings had not been presented to
the customers because the amounts were not billable at the balance sheet date.
It is anticipated such unbilled amounts receivable fram the U.S. Government and
camercial customers at fiscal year-end 1990 will be billed and collected in
fiscal 1991.

No significant amounts were subject to future negotiation at fiscal year-end
1990 and 1989.

ACCRUED EXPENSES

{Dollars in millions) 1990 1989
Taxes, including taxes on earnings $ 26.2 $ 21.5
Payroll and employee benefits 59.5 53.7
Restructuring and discontinued businesses 43.3 15.1
Estimated loss contingencies 23.6 27.2
Other 70.8 65.3
Total Accrued Expenses $223.4 $182.8
SHORT-TERM DEET

Short-term notes payable and the current portion of long-temm debt
amounting to $10.0 million and $53.6 million at fiscal year-end 1990 and
1989, respectively, represent borrowings at weighted average interest rates
of 10.0% and 9.4%, respectively. Total debt is subject to limitations
included in long-term debt agreements.

At fiscal year-end 1990, the Company had total unused cammittad lines of
credit amounting to $100 million,



LONG-TERY, DEBT

(Dollars in millions) 1990 1989

Unsecured term loan, LIBOR+1/4% (effectively
fixed at 8.27% through December 31, 1991

through an interest rate exchange agreement),

due December 31, 1992 $ 40.0 s -
Unsecured term loan, 9.9% due in annual

installments of $6.0 through 1994 24.0 30.0
Unsecured term loan, 9.5% due in annual

installments of $2.5 through 1395 12.5 15.0

loans, interest rates range fram

9.5% to 9.88% payable through 2005 8.5 18.4
Other ot 1.8
Long~term borrowings 85.7 65.2
less current portion 8.9 103
Long-Term Debt $ 76.8 $ 54.9

Each of the unsecured term loans contain covenants which limit future
borrowings and require the Campany to maintain certain levels of working
capital and operating results. At fiscal year-end 1990, the Campany was in
campliance with all restrictive covenants of the loan agreements and
approximately $21.6 million of retained earnings were unrestricted for
payment of cash dividends. Mortgage loans are collateralized by various
land and buildings.

Required principal repayments of long-term debt for fiscal years 1991
through 1995 are as follows, in millions: $8.9, $8.9, $48.9, $10.0, and
§2.9,

Interest paid on short-term and long-term debt was $14.0 million in fiscal
1990, $10.4 million in fiscal 1989 and $7.9 million in fiscal 1988.

STOCK _OPTION AND PURCHASE PLANS

As of fiscal year-end 1990, the Campany had reserved 2,344,000 shares of

~amon stock for issuance to officers and key employees under stock option
plans. All options under the incentive and non-qualified plans have been
granted at prices equal to the fair market value of the stcck on the date

of grant.

Options granted on or before February 10, 1987 are exercisable cammencing
one year following date of grant, expire if not exercised within ten,
seven, or five years fram date of grant, and, based on issue date, are
exercisable in cumlative installments of one-quarter, one-third, or
one-half each year. Options granted on or after February 11, 1987 are
exercisable in cumulative installments of one-third each year, commencing
one year following date of grant, and expire if not exercised within seven
years fram date of grant.
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The rights are exercisable ten days after a person or group has acquired
15% or more of the Company’s voting stock or the tenth day (or such later
date as may be determined by the Board of Directors) after the date of the
camrencement or announcement of a person’s or group’s intention to cammence
a tender or exchange offer whose consummation will result in the ownership
of 30% or more of the stock. If a person or group becames the bemeficial
ovmer of 15% or more of the voting stock, each right would entitle the
holder, other than the acquiring person or group, to buy shares of the

's Series A Junior Participating Preferred Stock having a market
value of $250 for the exercise price of $125. If the Campany were to be
merged into another entity, or merge with another entity and the cammon
stock were changed into other securities or assets, each right would
entitle the holder to purchase for the exercise price of $125, cammon stock
of the acquiring campany equal to a market value of twice the exercise
price, or $250.

The rights expire on August 25, 1996 but may be redeemed by the Board of
Directors of the Company for $.05 per right at any time before they became
exercisable,

RETIREMENT PLANS

The Campany has several defined contribution retirement plans covering
substantially all of its employees. Total pension expense amounted to
$15.8 million for fiscal 1990, $16.4 million for fiscal 1989, and $13.5
million for fiscal 1988. The major obligation is to contrilute an amount
based on a percentage of each participants’ base pay. The Campany also
contributes 5% of its consolidated earnings fram continuing operations
before taxes, as adjusted for discretionary items, as retirement plan
profit sharing. FParticipants are entitled, upon temmination or retirement,
to their portion of the retirement fund assets, which are held by a
third-party trustee.

A number of the Company’s foreign subsidiaries have defined benefit
retirement plans for regular full-time employees. The Campany adopted the
provisions of Statement of Financial Accounting Standards No. 87,
"Bmployer’s Accounting for Pensions," for its foreign retirement plans
effective with fiscal 1990. The 1990 pension amount includes the incame
effect of the adoption which was not material to the Campany’'s consolidated
financial statements.




TAXES ON EARKINGS

U.S. federal income tax returns for the years through 1980 have been settled with
the Internal Revenue Service, it is believed that adequate provision has been made
for al)l open years and unresolved issues, The detail of taxes (benefits) on
earnings (loss) is as follows:

(Dollars in millions) 1990 1989 1988
Current
U.S. federa) $ 9.5 $ 11.0 § 5.3
Kon-uU.S. 8.7 7.9 10.0
State and local 1.3 4.3 ) P
Jotal current 19.5 23.2 17.0
Deferred
u.5. federa) (19.3) (4.1) {0.3)
Non-U.S. (0.3) 0.2 (1.1)
Total deferred (19.6) {3.9) {1.4)
Taxes {Benefits) on Earnings (Loss) $ (0.1) $ 19,3 5 15.3,

Deferred taxes on earnings result from timing differences between income reported
in the financial statements and taxable income. The tax effects of these differ-
ences are as foliows:

(Dollars in millions) 1990 1989 1968
Inventory adjustments § (5.7) $ (1.5) $ 3.4
Changes in provisions for

discontinued operations (12.7) (0.8) (2.9)
Product warranty (1.%) {1.8) (0.3)
Deferred income (0.3) (0.5) 0.3
Acce lerated depreciation - 2.8 5.9
Instaliment sales - - (5.7)
Other 0.6 (2.1) (2.1)
Tota) Deferred $(19.6) $ (3.9) $(1.4)

-33.
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TAXES ON EARNINGS {continued)

The reconciliation between the effective tax rates on continuing operations
and the statutory federal income tax rates is shown in the following schedule:

1980 BLLED TOBE

Statutory federal income tax rate H.0% 34.0 % 34.0 %
State and local taxes, net of federa! tax

benefit 6.2 5.6 2.5
Net investment tax credit recapture 0.5 0.4 0.6
Foreign income deemed permanently invested, net

of Yoreign tax credits utilized

and foreign taxes 4.3 2.0 0.5 |
FSC/DISC (5.5) (3.0) 1.4 |
Inventory adjustment on discontinued operations . . 1.8 |
Charitable contributions - io.a; 0.9 |
Other (0.5) 0.4 0.3 ‘
Effective Tax Rate WOy WX .08
Income taxes paid (refunded) are as follows:
[DeTTars in my1Tions) 15990 TUBY 1988
SEAaRrEUYRrS .- - SEABEERERARSB AT
federa)l income taxes paid $ 6.9 § 12.7 $§ 1.6
federa! income taxes refunded from prior years - (0.5) £5.3)
State income taxes paid, net 3.0 5.0 1:3
Foreign income tases paid, net 4.3 11.1 1.1
YotaT Patd % I5.0 b - % . K7

D e e L L L Ll i
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The amounts refunded in 1989 and 1988 are the resuit of Net Operatlgg3Loss and General

Business Tax Credit carrybacks from 1987 to 1984 and from 1986 to 1

LEASE COMMITMENTS

At fiscal
operating leases for fiscal years |

and 1984, respectively.

1
ar-end 1990, the Comnans was committed to minfmum rentals under noncancellable
9 through 1995 and thereafter as follows, fn millions:

\

$14.7, $11.3, $8.5, $5.2, $2.9, and $4.5. Rental expense for fiscal years 1990, 1989, and

1988 was $33.8, $32.9, $34.0, respectively,



CONTINGENCIES

On September 21, 1988, Rodney Shields, who purports to be a stockiolder of
the Campany, filed a stockholder’s derivative action in the Surarior Court
of the State of Califormia, County of Santa Clara. The campla nt alleges
that the Campany obtained certain defense contracts by illegal means and
overcharged the government in connection with other defenre ormtracts. Mr.
Shields further alleged that certain named individuals, inciuding 17
present or former directors and officers of the Campany, breached their
fiduciary duties and violated various provisions of the California Business
ard Professions Code. On June 26, 1989, the court dismissed the camplaint
with leave to amend due to Mr. Shields’ failure to make a pre-litigation
demand on the Campany’s Board of Directors. On July 26, 1989, Mr. Shields
amended his camplaint, and on February 21, 1990, the court dismissed the
amended camplaint with leave to amend due to Mr. Shields’ continued failure
to make a demand.

On April 9, 1990, Mr. Shields demanded that the Campany institute legal
proceedings against the individuals allegedly responsible for the conduct
described in Mr. Shields’ amended camplaint. On May 11, 1990, the Board of
Directors of the Campany determined that the commencement of the litigation
sought by Mr. Shields would not serve the best interests of the Campany.
On September 24, 1990, the plaintiff filed a second amended complaint,
alleging that Varian’s Board of Directors wrongfully refused the
plaintiff’'s demand that the Board cause the Campany to commence legal
action against the defendants named in the plaintiff’s prior camplaints.
The Campany and the defendant cofficers and directors filed a motion to
dismiss the second amended camplaint.

In addition to the above, the grand jury sitting in connection with the
U.S. Department of Justice anti t investigation of the power-grid tube
industry which issued subpoa\a the Company and a number of jts
amployees in August 1989 expired in June 1990 with no indictments
returned. The Campany has been informed that the investigatior is
continuing.

In February 1990 a civil action was brought by Panache Broadcasting of
Pennsylvania, Inc. against the Company and a joint venture partner alleging
thet the activities of their joint venture in the power-grid tube industry
violate antitrust laws. The camplaint seeks injunctive relief and
unspecified damages which may be trebled under the antitrust laws. The
action, which was filed in the U.S. District Court in Philadelphia, has
been transferred to the U.S. District Court in Chicago. Discovery has not
yet taken place with respect to the Campany. 'mecmpanybalievestmt it
has meritoriocus defenses to the Paniche action and actions that could
result from the Department of Justice investigation.

In addition to the above-referenced matters, the Campany is currently a
defendant in a number of legal actions and could incur an uninsured
liability in one or more of them. In the opinion of management, the
outcame of such litigation will not have a material adverse etrect on the
financial condition of the Campany.
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OONTINGENCIES (continued)

The Campany is involved in various stages of investigation and cleanup
relative to environmental protection matters, same of which relate to past
disposal practices. Some of these matters are being overseen by state or
federal agencies. Management believes that the final disposition of these
matters will not have a material adverse effect on the financial condition
of the Campany.

BUSINESS SEGMENTS

Prior year industry segment data has been restated to conform with the
current year presentation of continuing operaticrs. The four industry
segments are: Electron Devices business, Instrumen.s business,
Semiconductor Bquipment business, and the Medical Bgquoment business.
Indirect and camon costs have been allocated through the use of
estimates. Accordingly, the information is provided for purposes of
achieving an understanding of operations, but may not be indicative of the
financial results of the reported segments were they independent
organizatiors. In addition, camparisons of the Campany’s operations to
similar o~ itions of other campanies may not be meaningful.

The Electron Devices business includes a broad line of electron devices
used in broadcasting, camunications, and other commercial and military
applications. The Instruments business consists of analytical instruments
widely used in the fields of chemistry, physics, biology, life sciences,
and metallurgy. The Semiconductor Bquipment business includes equipment
used for semiconductor wafer fabrication. The Medical Bquipment business
includes linear accelerators used for cancer therapy and industrial testing
and inspection. Included in Eliminations and Other are certain
insignificant support operations and the Vacuum Products operation.

The Campany operates various manufacturing and marketing operations outside
the United States. Geographic segment information is based on the location
of the operation furnishing goods and services. No single country outside
the United States accounts for more than 10% of total sales or total
assets. Sales between geographic areas are accounted for at cost plus
prevailing markups arrived at through negotiations between independent
profit centers. Related profite are eliminated in consolidation.

Included in the total of United States sales are export sales of $203
million in fiscal 1990, $210 million in fiscal 1989, and $166 million in
fiscal 1988. Sales under prime contracts fram the U.S. Government were
approximately $90 million in fiscal 1990, $111 million in fiscal 1989, and
$119 million in fiscal 1988.




INDUSTRY SEGMENTS

Pre-Tax Operating
Saies farnings (Loss)

TR0 1980 98P 1950 TORG O TURE

e EET e SE ST AN R e L e L

{Dollars in millions)

W

Ident if iable
Assets

TS0 18T TEEE

-

t lectron Devices $ %11 § 408 § 1376 $24 318 $39 $258 $260 1246
Instruments 268 234 21 1% 19 20 148 132 125
Semiconductor Egquipment 298 323 213 (28) 25 2 157 178 108
Medica! Equipment 221 195 168 30 28 20 100 20 83
f liminat fons & Other 67 60 57 {7y (1) (13) 64 61 69
Total Industry o o - -
Segment s 1,265 1.220 1,045 a2 B0 68 21 J21 631
General Corporate - - = {9) (16) (B) 158 102 115
Interest, Net - - - {12) (10} (6) - - -

Cont inuing Operat fons $1.265 $i,220 31,085 $21 $54 §54

$878 $823 746

- = i — -

1990 resulte include a mtmcturcn? charge of $51.5 million for expenses
related to the phasing out of certain product lines and other related
expenses including employee terminations, facility consolidations, and asset
revaluations. The restructuring charges for 1990 are allocated as follows:

flectron Devices $ 186
instruments 5.2
Semiconductor Equipment 27.9
Other 3:3
General Corporate 1.4

$515

-

1989 results include General Corporate charges for anticipated legal expenses
of $6.1 million in connection with an ongoing government investigation of the
power-grid tube industry.

e

=-mene

Capital
Expenditures

TS I9BY 1988

Deprec iation

T TORY TURE

$15 $16 §11

$12 § 12 313

9 / 7 6 S 5
16 6 3 ? 6 6
5 b 5 3 2 2
5 7 5 S 5 1
50 a2 3 35 G 3o
3 6 1 3 ki 4
$53 $48 §35 $38 § 34 §3

1988 results include a gaia in Semiconductor Equipment on the
sale of Spe~ialty Metals of $15.0 million and restructuri
charges of $35.0 million. The restructuring charges for 1
are allocated as follows:

Instruments

Semiconductor tquipment

General Corporate

i

R
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QUARTERLY FINANCIAL DATA {UNAUDITED)

(Bollars in millions except per share amounts)

1990 1589
First Second Third fourth Total First Second Third fourth Tota!
Quarter Quarter Quarter Quarter Year Muarter Quarter Quarter Quarter Year
Sales $ 285.4 301.3 Jea s 333.5 1.264.8 $ 257.4 329.9 305.2 327.1  1,219.6
Gross Prof it T 7§ %o.s 915 02.7 1063 3925 § B5.5 8.5  93.2 B892  366.4
Net farnings (19;7 R e T -
Cont inuing Operations $ 8.2 8.7 (18.9) 14.6 12.6 $ 10.1 12.4 9.0 1.6 13.2
Discont inued Operat jons (0.6) (0.9) (i5.2) 0.0 (16.7) (.8} (0.4) 0.1 {0.6) (1.7
Net Farnings (Loss) $ 1.8 7.8 (34.1) 14.6 (4.1) $ 9.3 12.0 8.1 1.0 1.5
Net Farnings (Loss) Per Share - Fully Diluted
Cont inuing Operations $ 0.42 0.4% {0.98} 0.7% 0.64 $ 0.48 0.60 0.4 0.08 i.61
Discont inued Operat ions {0.03) (0.05) (0.78) 0.00 (0.85) {o.04) (0.02) 0.01 {0.03) (0.08)
Net Farnings (Loss) Per Share $ 0.39 0.40 (1.76) 0.75 (0.21) $ 0.48 0.58 0.45 0.05 1.53

= - - mmm

Notes: Included in the 1990 results from operations is a third quarter after tax rectructuring charge of $31.9 million for expenses
related to the phasing out of certain product lines and other related expenses including employee terminations, facility

consolidations, and asset revaluations.

The after tax charge for third quarter 1990 discontinued operations of $15.2 miliion (3.78 per share) was due to discontinuance of
several non-core businesses, predaminantly in the [lectron Devices business. Prior period financial data has been restated.

Included in the fourth quarter 1989 results are after tax charges for anticipated legal expenses of $3.8 million in

connect ion with an ongoing government investigation of the power-grid tube industry.

The four quarters for net earnings (loss) per share may not add for the year because of the different number of shares outstanding

during the year.
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Kame of Debtor

FISCAL YEAR ENDED 1988:

{. L. Ransen
R. A, Lemos
T
'}

. D. Sege
. Battaglia

FISCAL YEAR ENDED 1989:

L. L. Hansen
R. A. Lemos

T. D. Sege

FISCAL YEAR ENDED 1990:

J. 1. 0'Rourke (2
R. A. Lemos }3

T. D. Sege

SCHEDULE 1]

VARTAN ASSOCIATES, INC. AND SUBSIDIARY COMPASNIES
AMOUNTS RECEIVABLE FREOM RELATED PARTIES AND UMDERWEITIRS, PROMOTERS,
AND EMPLOYEES OTHER THAN RELATED PARTIES (1)
for the fiscal years ended 1990, 1989 and 1588
{(Dotlars in Thousands)

Ralance at Balance at End
Beginning Amoynts of Period

of Period Additions Collected Current Noncyrrent
237 4 - $ 41 3 166 S -
106 - 21 11 74
187 - 18 19 12¢
- 152 152 - -
$ 510 $ IS $ 232 § 56 $ 1M

monen arecw exwe= = =z<0z mem== -

156 s - $ 196 $ - $ -

85 = 11 i 63

169 - 49 120 .

$ 450 $— § $ 756 $ 131 $ — 53
= $ 1,260 $ - $ - $ 1,260

74 > 11 11 52

120 - 120 - -

$ ™ s 1,760 5N S | $ 1312

- aw=nw —mmme o -

{1} As to column omitted the answer is "none®.

{2} The amount receivable is composed of two notes, each secured by a deed of trust
on residential real property. One is for $70C,000 and contains provisicns for
interest based on appreciation of the real property. The other is for 3560000
and is interest free. Both are payable upon termination of employment but may
be converted to an 8%, 15 year note upon Nr. 0'Rourke’s retirement. The notes
are payable upon sale of the real property, but the loans may be rolled over to
assist in financing a different residence if Mr. 0'Rourke is employed by the

Company at the time.

{3) The amount receivable is supported by notes with interest rates of £.75% and
7.04% due through 1997, with common stock of the Company pledged as collateral.
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VARIAN ASSOCIATES, INC. AND SUBSIDIAPY COMPANIES

PROPERTY, PLANT, AND EQUIPMENT (1)
for the fiscal years ended 199G, 198% and 1988
{Doliars in Millions)

Rajance at Balance at
Beginning Other End of
Classificat ion of Period Additions Ret irements Changes (2] Period
FISCAL YEAR ENDED 1988:
Land and land leaseholds $ 140 $ 0.3 $ 50.2 S - f 141
Buildings 155.4 8.3 4.6 €0.4‘ 158.7
Machinery and equipment 279.9 3.1 £21.8 o.xz 285.1
Construct ion in progress 18.3 3.5 - (7.1 14.7
Total $ ITEE $ W7 $ %5 $ 7.5 $ 776 ‘.
FISCAL YEAR ENDED 1989:
Land and land leaseholds $ 4] $ 6.2 $ - $ - $ 14.3
Buildings 158.7 i5.8 (1.0; (1.2) 172.3
Machinery and equipment 285.1 27.1 (15.3 4.3 301.2
Construction in progress 18.7 6.3 - Z.4 3.8
Total $ T E® $ /Y $ (I5.3) S % $ SIT.Z
FISCAL YEAR ENDED 1990:
Land and land leaseholds $ 143 5 - i }2.21 $ (2.7 $ 9.4
Buildings 172.3 8.1 s.tg 20.6 153.4
Machinery and equipment 301.2 3.4 {19.1 39.86 279.9
Construction in progress 23.4 7.6 - 13.3 17.7
Total $ SIT.7 $ 530 $ 12770 $ 175727 $ WO
{1} See accompanying notes to the consolidated financial statements. "

{2) Capitaiization of construction in pro?ress. acquisitions and sales
businesses, and reclassifications for discontinued operations.
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Descript ion

FISCAL YEAR ENDED 1988:
Land and land leasehoids
Buildings

Machinery and equ’ pment

Tota!

FISCAL YEAR ENDED 1989:

Land and land leaseholds
Buildings
Machinery and equipment

Total

FISCAL YEAR ENDED 19%90:

Land and Tand leaseholds
Buildings

Machinery and equipment

Total

VARIAN ASSOCIATES, INC. AND SUBSIDIARY COMPANIES
ACCUMULATED DEPRECIATION, DEPLETION AND AMORTIZATION OF

PROPERTY, PLANT, AND EQUIPMENT (1)

for the fiscal years ended 1990, 1989 and 1988

Balance at
Beginning
of Period

$ 1.9
54.0
147.0

$ ALY

$ 23
61.5
167.1

$ 27
67.8
187.9

$ BB

(Doilars in Millions)

Additions Ret irements
$ 0.4 $ -
8.0 (1.4;
32.6 (13.9
$ 1M $ 115.3)
$ 0.4 L
8.3 (0.?;
32.0 (10.3
$ W7 $ (IT.0)
$ 0.2 520.42
7.8 3.5
29.8 (16.
$ U $ (20.8]

(1) See accompanying notes to the consc)idated financial statements.

(2) Capitalization of construction in progress, acquisitions and sales
of businesses, and reclassifications for discontinued operations.
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Other
Changes (2)

—
-l

7 T
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i

SCHEDULE VI

Balance at
End of
Period

$ 2.3 0
61.5

167 .1

- B &
67.8
1R7.9

§ B

: ity
65.9
178.5
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VARIAN ASSOCIATES, INC. AND SUBSIDIARY COMPANIES Schedule 1X
SHORT-TERM BORROWINGS

for the flscal years ended 1990, 1962 and 1988

(Dollars in Millions)

Balance
Category of Aggregate at fnd
Short-Term Borrowings of Period
Amunts payable to Banks,
Factors, and QOther
Financial Institutions
for Borrowings (1):
fiscal Year End 1988 $14.2
Fiscal Year End 1989 $53.7
Fiscal Year End 1990 $10.0

Weighted Max imum Average Amt. Weighted
Average Amount Qutstanding Average
Interest Dutstanding During Interest Rate
Rate During Period Pertod (2) During Period (3)
12.5% $61.8 $43.0 9.5%
9.4% $91.6 §59.6 10.3%
10.0% $92.4 $61.0 8.8%

(1) At fisca) year end 1990, 1988, and 1988, the Company had total unused committed lines of credit amounting to

(3)

$100 million, $170 million, and $100 million, respectively.

Total borrowing is subject to limitations included

in Jong-term debt agreements. No compensating balances were maintained in 1990, 1989, or 1988 under credit

agreements in effect during these years.

dverage awnts outstanding based on balances at the end of each of the 12 months in the fiscal year.

Weighted average interest rates based on the balance and applicable interest rate for each amount payable at

the end of each of the 17 months in the fiscal year,
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SCHEDULE X

VARIAN ASSOCIATES, INC. AND SUBSIDIARY COMPANIES
SUPPLEMENTARY INOOME STATEMENT INFORMATION
for the fiscal years ended 1990, 1989, and 1988
(Dollars in thousands )

Item 1930 1983 1988

Maintenance and repairs $30,038 $29,980 $27,195
Depreciation expense $37,917 $34,039 $33,752
Advertising costs $ 9,761 $10,681 $10,579

Amounts for amortization of intangible assets and other deferrals, taxes
other than payroll and income taxes and royalties are not presented as such
amounts are less than 1% of total sales.

e



ANDEX_OF EXHIBITS

Exhibit
Numnber Location

3-a Registrant’'s Restated Certificate of Incorporation,
dated June 26, 1987:
Exhibit incorporated by reference to
registrant’s Form 10-K for the year ended
October 2, 1987, filed December 22, 1987.

3-b Registrant’s Bylaws, dated November 16, 1990:
Exhibit incorporated by reference to
registrant’s Form 8-K filed November 19, 1990.

3-c Registrant’s Specimen Stock Certificate:
Exhibit incorporated by reference to
registrant’s Form 8-K for the month of
February, 1977, filed March 4, 1977.

B Registrant’'s Preferred Stock Purchase Rights
dated August 26, 1986:
Exhibit incorporated by reference to
registrant’s Form B-A dated August 26, 1986,
filed September 2, 1986, and amended by
amendment no. 1 dated July 7, 1989.

11 Camputation of Eamings Per Share ........cveevvsvues Page 48
22 Subsidiaries of the Registrant ........ccivevevvnsnss Page 49
24 Consent of Independent ACCOUNtANLS ..vvevvsvnoes anns Page 50

28 Agreement between Varian Associates, Inc. and the
Department of Defense concerning termination of
suspension of Continental Electronics and
establishment of a continuing surveillance program:

Exhibit incorporated by reference to
registrant’s Form 10-K for the year ended
September 29, 1989, filed December 18, 1989.
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Decemtar 21, 1980 MATLED CERTIFIKD,
RETURN RECEIFT KEQUIRED

0.5, Nuclear Regulatory Commission
Region (One Office

475 Allendale Road

King of Pruseia. PA 19406

Attn: Mr. Erio Reber

Re: Varian/Beverly Microwave Divielon
License No, 20-02237-04
Financial Asearance for Decommissioning

Deay Mr, Reber:

Further to my letter to you of November 29, 1890, please be advised that
Varian i continuing in the process of preparing the parent company
duarantee to satisfy the decommissioning fipanodal responsibility require-
menta,  The remaining information will be available next week however, our
offices will be closed as of noon today through January 2, 1990, We will
complete the documentation and eubmit the' guarantee when buginesge resumesg
in January.

Sincerely,

_./
/ 1
IQ i / \
[ L1l L A
!
Arlyne Titue
Ingurance Acalve,
(4151424 -53567
eet  Jack McKinley
Varian Associates, Inc. 811 Hansen Way P. O Box 10800 Palo Altg, California 843030883 U.S A //362‘/

415/483.4000 FAX 415/493-0307 Telex 34P470
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November 29, 1890 MAILED CERTIFIED,

1.8, Nuclear Regulatory Commission
Begion One Office

475 Allendale Road

Eing of Prussia, FA 19406

Attri: Mr. Eric Reber

Re: Varian/Beverly Microwave Division
License No, 20-02237-04
Financial Assurance for Decommiseioning

Dear Mr. Keber:

Pleage be advieed that Varian Associates, Inc, 18 in the procesg of
preparing a parent company guarantee based on the authorized financial test
contained in Appendix A of 10 CFR Part 30 in order to satisfy
decommissioning financial responsibility requiremente aseociated with the
captionad license,

Varian & latest completed fiscal yesar ended September 28, 1880, We are
awaiting completion of the review of year-end financiale by our independent
auditore, Coopers & Lybrand, before being able to complete the financial
tept. We anticipate thie information will be available in the very near
future.

We expect to forward our puarantee to you before calendar yvear end.
However, we will notify yvou and advise status if a delay 18 unavoidable.
In the meantime, please feel free to contact the undersigned if you should
have any questions.

Sincerely,

4
/

[ 1 o L Nt

Arlyne Titus
Insurance Analyst _ (_/
(415)424-5357 1/362
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co: Jack MoKinley T

Varian Associates, Inc. 8§11 Hansen Way P. O Box 10800 Palo Alo, California 94303-0B683 U S A
415/453-4000 FAX 415/493.0307 Telex 348476
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beverly microwave aivision

Re-Issue Qctober 19, 1990
September 27, 1990771y
LOE & !y ;
3 Penitt ey ‘
Chack Ne ;
!
|
United States

?z;igirll{egulartory Commision, | FEE NOT REQU‘P\ED

475 Allendale Road

King of Prussia, PA 19406 _
Attention: Eric Reber 20 - 0223,7_04/
Gentlemen: . ol

This is to inform you that oug parent
company, *Varian Associates, Inc. df Palo Alto,
CA is in possession of regulatory guide 3.66 and will
address the financial assurance meghanism for

decommissioing under 10 CFR part 30.

ince;g}z,, ‘b . B
#Lf;,;(;/f A /7

AR 4
/ e e
C/fjohn J.’McKiélev %
Radiation Safety Officer

* Varian Associates is a Delaware corporation
with principal offices located at 611 Hansen Ave.,
Palo Alto, CA 94303 telephone (415) 493-4000
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