HEWLETT- PACKARD COMPANY AND SUBSI DI ARl ES

CONSOL| DATED CONDENSED STATEMENTS OF EARNI NGS

(Unaudi t ed)
(I'n mllions except per share anounts)

Three nont hs ended

January 31, Cct ober 31, January 31,
2007 2006 2006

Net revenue $ 25,082 $ 24, 555 $ 22, 659
Costs and expenses®:

Cost of sales 19, 136 18,593 17,392

Research and devel opnent 877 870 871

Sel ling, general and administrative 2,908 2,886 2,692

Anortization of purchased intangible assets 201 153 147

I n-process research and devel opment charges 167 - 50

Restructuring (41) 152 15

Pensi on curtail ment (9) - -

Total costs and expenses 23, 239 22, 654 21,167

Ear ni ngs from operations 1, 843 1,901 1, 492
Interest and other, net 111 190 38
Gains (losses) on investnents 10 14 (2)
Ear ni ngs before taxes 1, 964 2,105 1,528
Provision for taxes® 417 408 301
Net ear ni ngs $ 1, 547 $ 1, 697 $ 1, 227
Net earni ngs per share:

Basi ¢ $ 0.57 $ 0.62 $ 0.43

Di | uted $ 0.55 $ 0. 60 $ 0.42
Cash di vi dends decl ared per share $ 0.16 $ - $ 0.16
Wei ght ed- aver age shares used to conpute net earnings per share:

Basi ¢ 2,705 2,730 2,822

Di | uted 2,801 2,816 2,893
(a) Stock-based conpensation expense included under SFAS 123(R) was as foll ows:

Cost of sales $ 45 $ 37 $ 39

Research and devel opnent 19 20 18

Sel ling, general and administrative 99 84 87

Total costs and expenses $ 163 $ 141 $ 144

(b) Tax benefit from stock-based conpensation $ (44) $ (40) $ (43)



HEWLETT- PACKARD COVMPANY AND SUBSI DI ARl ES

ADJUSTMENTS TO GAAP NET EARNI NGS, EARNI NGS FROM OPERATI ONS,

GAAP net earni ngs

Non- GAAP adj ust nent s:

Anortization of purchased
i ntangi bl e assets

I n-process research and
devel oprment char ges

Restructuring
Pensi on curtail nent
(Gains) |osses on investnents®

Adj ustents for taxes

Non- GAAP net ear ni ngs

GAAP earni ngs from operations
Non- GAAP adj ust nent s:

Anortization of purchased
i ntangi bl e assets

I n-process research and
devel opment char ges

Restructuring
Pensi on curtail ment

Non- GAAP ear ni ngs from operations

GAAP operating margin
Non- GAAP adj ust nent s

Non- GAAP operating margin

(a) Beginning in fiscal

OPERATI NG MARG N AND EARNI NGS PER SHARE

(Unaudi t ed)

(I'n mllions except per share anounts)
Three Three Three
Mont hs Di | uted Mont hs Di | uted Mont hs Di | uted
Ended Ear ni ngs Ended Ear ni ngs Ended Ear ni ngs
January 31, Per Cct ober 31, Per January 31, Per
2007 Shar e 2006 Shar e 2006 Shar e
$ 1,547 $ 0.55 $ 1,697 $ 0.60 $ 1,227 $ 0.42
201 0. 07 153 0. 05 147 0. 05
167 0. 06 - - 50 0. 02
(41) (0.02) 152 0. 05 15 0.01
(9 - - - - -
- - (14) - 2 -
(39) (0.01) (83) (0.02) (48) (0.02)
$ 1,826 $ 0.65 $ 1,905 $ 0.68 $ 1,393 $ 0.48
$ 1,843 $ 1,901 $ 1,492
201 153 147
167 - 50
(41) 152 15
(9 - -
$ 2 161 $ 2, 206 $ 1,704
7% 8% 7%

2007, HP no | onger excludes gains or

measures presented on a non- GAAP basi s.

| osses on investnments when cal cul ating financi al



HEWLETT- PACKARD COMPANY AND SUBSI DI ARl ES
CONSOLI DATED CONDENSED BALANCE SHEETS

(I'n mllions)

ASSETS

Current assets:
Cash and cash equival ents
Short-terminvestnents
Accounts receivable
Fi nanci ng receivabl e
I nventory

O her current assets

Total current assets

Property, plant and equi pnent

Long-term fi nanci ng recei vabl es and ot her assets

Goodwi I I and purchased intangi bl e assets

Total assets

LI ABI LI TIES AND STOCKHOLDERS' EQUITY

Current liabilities
Not es payabl e and short-term borrow ngs
Account s payabl e
Enpl oyee conpensati on and benefits
Taxes on earni ngs
Deferred revenue
Accrued restructuring

O her accrued liabilities

Total current liabilities

Long-term debt
Oher liabilities

St ockhol ders' equity

Total liabilities and stockhol ders' equity

January 31, Cct ober 31

2007 2006
(unaudi t ed)

10, 057 $ 16,400

306 22

10, 403 10, 873

2,511 2,440

8, 380 7,750

10, 862 10, 779

42,519 48, 264

7,045 6, 863

7,392 6, 649

24, 358 20, 205

81, 314 $ 81,981

3, 337 $ 2,705

11, 360 12,102

2,120 3,148

1,673 1, 905

4,750 4,309

324 547

11, 480 11,134

35, 044 35, 850

2,438 2,490

5, 789 5, 497

38, 043 38, 144

81, 314 $ 81,981




HEWLETT- PACKARD COMPANY AND SUBSI DI ARl ES
CONSCLI DATED CONDENSED STATEMENTS OF CASH FLONS
(Unaudi t ed)

(I'n mllions)

Three Mont hs Ended Three Mont hs Ended

January 31, 2007

January 31, 2006

Cash flows from operating activities
Net ear ni ngs $ 1, 547 $ 1, 227
Adj ustnents to reconcile net earnings to
net cash provided by operating activities
Depreciation and anortization 643 563
St ock- based conpensati on expense 163 144
Provi sion for bad debt and inventory 77 102
(Gains) |osses on investnents (10) 2
I n-process research and devel opment charges 167 50
Restructuring (41) 15
Pensi on curtail ment (9) -
Deferred taxes on earnings 91 55
Excess tax benefit from stock-based conpensation (100) (65)
O her, net (3) 77
Changes in assets and liabilities
Accounts and financing receivabl es 548 1,193
I nventory (698) 89
Accounts payabl e (759) (1, 291)
Taxes on earnings 131 (72)
Restructuring (281) (162)
O her assets and liabilities (1, 488) (81)
Net cash (used in) provided by operating activities (22) 1, 846
Cash flows frominvesting activities
Investment in property, plant and equi pnent (718) (427)
Proceeds from sale of property, plant and equi pnent 139 105
Purchases of avail able-for-sale securities
and other investnents (13) (13)
Maturities and sal es of available-for-sale
securities and other investnents 92 21
Payments made in connection w th business
acqui sitions, net (4, 464) (653)
Net cash used in investing activities (4, 964) (967)
Cash flows from financing activities
| ssuance (repaynent) of commercial paper and
not es payabl e, net 1, 263 (68)
| ssuance of debt 69 81
Payment of debt (1, 056) (231)
| ssuance of common stock under enployee stock plans 797 647
Repur chase of common stock (2,312) (1, 401)
Prepaynent of conmmon stock repurchases - (1,722)
Excess tax benefit from stock-based conpensation 100 65
Di vi dends (218) (227)
Net cash used in financing activities (1, 357) (2, 856)
Decrease in cash and cash equival ents (6,343) (1,977)
Cash and cash equival ents at begi nning of period 16, 400 13,911
Cash and cash equival ents at end of period $ 10, 057 $ 11,934




HEWLETT- PACKARD COMPANY AND SUBSI DI ARl ES
SEGVENT | NFORNMATI ON
(Unaudi t ed)

(I'n mllions)
Three nont hs ended
January 31, Cct ober 31, January 31,
2007 2006'? 2006'?
Net revenue:

Enterprise Storage and Servers $ 4, 453 $ 4,670 $ 4,240

HP Servi ces 3,948 4,080 3, 757

HP Sof t war e 550 349 304
Technol ogy Sol utions G oup 8, 951 9, 099 8, 301
Personal Systens G oup 8,719 7,823 7,449
I magi ng and Printing G oup 6, 999 7,283 6, 545
HP Fi nanci al Services 547 545 496
Cor porate | nvestnents 157 160 129

Total Segnents 25,373 24,910 22,920
El i m nati ons of intersegnent

net revenue and ot her (291) (355) (261)

Total HP Consol i dated $ 25, 082 $ 24, 555 $ 22, 659

Ear ni ngs from operations:

Enterprise Storage and Servers $ 416 $ 502 $ 326

HP Services 414 505 293

HP Sof t war e 47 60 9
Technol ogy Sol utions G oup 877 1, 067 628
Personal Systens G oup 414 336 293
I magi ng and Printing G oup 1, 073 1, 080 973
HP Fi nanci al Services 32 35 38
Corporate I nvestnents (29) (36) (33)

Total Segnents 2,367 2,482 1, 899

Corporate and unal |l ocated costs and

el i m nations (66) (156) (72)
Unal | ocated costs related to stock-based

conpensati on expense (140) (120) (123)
Anortization of purchased intangible assets (201) (153) (147)
I n-process research and devel opnent char ges (167) - (50)
Restructuring 41 (152) (15)
Pensi on curtail nent 9 - -
Interest and other, net 111 190 38
Gains (losses) on investnents 10 14 (2)

Total HP Consolidated Earnings Before Taxes $ 1, 964 $ 2,105 $ 1,528

(a) Certain fiscal 2007 organizational realignments have been reflected retroactively to provide inproved
visibility and conparability. For each of the quarters in fiscal year 2006, the realignnents primarily
resulted in revenue novenent within business units within the ESS and HPS segnents. There was no i npact
to total segnment revenue.



HEWLETT- PACKARD COMPANY AND SUBSI DI ARl ES
SEGVENT / BUSI NESS UNI T | NFORMATI ON
(Unaudi t ed)

(I'n mllions)
Three nont hs ended
January 31, Cct ober 31, January 31,
2007 2006'? 2006'?
Net revenue:

I ndustry Standard Servers $ 2,689 $ 2,694 $ 2,448
Busi ness Critical Systems 848 997 906
St or age 916 979 886
Enterprise Storage and Servers 4,453 4,670 4,240
Technol ogy Services 2,093 2,117 2,081
Qut sour ci ng Servi ces® 1,125 1,185 1,011
Consulting and Integration 730 778 665
HP Servi ces 3,948 4, 080 3, 757
OpenVi ew 457 251 205
OpenCal | and O her 93 98 99
HP Sof t war e 550 349 304
Technol ogy Sol utions G oup 8, 951 9, 099 8,301
Deskt ops 3,812 3,675 3,854
Not ebooks 4,144 3,463 2,954
Wor kst ati ons 405 362 329
Handhel ds 183 139 216
O her 175 184 96
Personal Systens G oup 8,719 7,823 7,449
Conmer ci al Har dwar e 1, 689 1,873 1, 655
Consuner Hardwar e 1, 227 1, 296 1, 223
Suppl i es 4,069 4,100 3,652
O her 14 14 15
I magi ng and Printing G oup 6, 999 7,283 6, 545
HP Fi nanci al Services 547 545 496
Cor porate | nvestnents 157 160 129
Total Segnents 25,373 24,910 22,920

El i m nations of intersegnment
net revenue and ot her (291) (355) (261)
Total HP Consol i dated $ 25, 082 $ 24, 555 $ 22, 659

(a) Certain fiscal 2007 organizational realignments have been reflected retroactively to provide
improved visibility and conparability. For each of the quarters in fiscal year 2006, the
realignments primarily resulted in revenue nmovenent within business units within the ESS and
HPS segnents. There was no inpact to total segnent revenue.

(b) Reflects name change from Managed Services to Qutsourcing Services effective in fiscal 2007.



HEWLETT- PACKARD COMPANY AND SUBSI DI ARl ES
CALCULATI ON OF NET EARNI NGS PER SHARE
(Unaudi t ed)

(I'n mllions except

Numer at or :
Net earni ngs

Adj ustnent for interest expense on zero-coupon
subordi nated convertible notes, net of taxes

Net earni ngs, adjusted

Denoni nat or :
Wei ght ed- aver age shares used to conpute
basi ¢ EPS
Ef fect of dilutive securities
Dilution fromenpl oyee stock plans

Zer o- coupon subordi nated convertible notes
Dilutive potential commpn shares

Wei ght ed- aver age shares used to conpute
di |l uted EPS

Net earni ngs per share
Basi c®
Di | uted®™

(a) HP's basic earnings per share was cal cul ated based on net
shares outstanding during the reporting period

(b) The diluted earnings per share included additiona
such as stock issuable pursuant to exercise of stock options and conversion of debt,

i ssuances would be antidilutive

per share anounts)

Three nont hs ended

January 31, Cct ober 31, January 31
2007 2006 2006

$ 1, 547 $ 1, 697 $ 1, 227
2 2 2

$ 1, 549 $ 1,699 $ 1, 229
2,705 2,730 2,822

88 78 64

8 8 7

96 86 71

2,801 2,816 2,893

$ 0.57 $ 0.62 $ 0.43
$ 0.55 $ 0. 60 $ 0. 42

dilution frompotentia

earni ngs and the wei ght ed-average nunber of

i ssuance of common stock

except when such



HEWLETT- PACKARD COMPANY AND SUBSI DI ARl ES
CALCULATI ON OF NON- GAAP NET EARNI NGS PER SHARE
(Unaudi t ed)

(I'n mllions except per share anounts)

Three nont hs ended

January 31, Cct ober 31, January 31,
2007 2006 2006
Nurer at or :
Non- GAAP net ear ni ngs $ 1, 826 $ 1, 905 $ 1, 393
Adj ustnent for interest expense on zero-
coupon subordi nated convertible notes,
net of taxes 2 2 2
Non- GAAP net ear ni ngs, adj usted $ 1,828 $ 1,907 $ 1, 395
Denoni nat or :
Wei ght ed- aver age shares used to conpute
basi ¢ EPS 2,705 2,730 2,822
Ef fect of dilutive securities:
Dilution fromenpl oyee stock plans 88 78 64
Zer o- coupon subordi nated convertible notes 8 8 7
Dilutive potential common shares 96 86 71
Wei ght ed- aver age shares used to conpute
diluted EPS 2,801 2,816 2,893
Non- GAAP net earni ngs per share:
Basi ¢® $ 0.68 $ 0.70 $ 0.49
Di | uted™® $ 0.65 $ 0.68 $ 0.48

(a) HP's basic non-GAAP earni ngs per share was cal cul ated based on non- GAAP net earnings and the wei ghted-
aver age nunber of shares outstanding during the reporting period.

(b) HP's diluted non- GAAP earnings per share included additional dilution frompotential issuance of common
stock, such as stock issuable pursuant to exercise of stock options and conversi on of debt, except when
such issuances woul d be antidilutive.



