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With people demanding smaller speakers for their audio or video devices to meet their 

lifestyles, yet wanting to maintain a quality sound, SRS Labs is positioned for growth 

with their psychoacoustic knowledge based technology 
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BIO: 

Thomas C.K. Yuen – Chairman, Chief 

Executive Officer & President 

Thomas C.K. Yuen has served as Chair-

man, Chief Executive Officer, President 

and a director of SRS Labs since January 

1994. Prior to joining SRS Labs, Mr. 

Yuen co-founded Irvine-based AST Re-

search, Inc. in 1981. He served as AST’s 

co-chairman and chief operating officer. 

Under his leadership, AST became a For-

tune 500 company in 1991 and its stock 

was named the Best Performing NASD 

Stock of 1991. Mr. Yuen departed AST 

in 1992 and focused his efforts on invest-

ing in new projects. Before co-founding 

AST, he held various engineering and 

project management positions with 

Hughes Aircraft Company, Sperry Univac 

and Computer Automation. Mr. Yuen 

was born in Shanghai, China and raised 

in Hong Kong. He received his Bachelor 

of Science Degree in Electrical Engineer-

ing from University of California, Irvine 

in 1974 with School Honors. He is also 

an Honorary Professor of China National-

ity University in Beijing. Mr. Yuen is the 

recipient of several awards from Univer-

sity of California, Irvine, including the 

UCI Medal in 1990; the outstanding En-

gineering Alumni Award in 1987 and the 

Distinguished Alumnus Award in 1986. 

He was named one of the top 25 execu-

tives of the computer industry by the 

Computer Reseller News Magazine in 

1988 and 1991. In 1997, Mr. Yuen re-

ceived the Director of the Year award 

from the Orange County Foundation of 

Corporate Directors. 

 

Company Profile: 

SRS Labs develops advanced audio and 

communications technology that opti-

mizes and improves the listening experi-

ence through techniques based on the 

latest research into the human auditory 

system. With over one billion products 

shipped worldwide, SRS Labs is a leader 

in audio. Incorporated in products rang-

ing from HDTVs and mobile phones to 

PCs and automotive entertainment, SRS 

Labs audio and speech signal processing 

provides the best possible sound on every 

form factor and in every environment. 

SRS Labs surround sound solutions en-

able the professional broadcast and re-

cording industries with high-performance 

production, back-haul, storage, and 

transmission capability. SRS Labs sup-

ports manufacturers worldwide with of-

fices in the US, China, Europe, Japan, 

Korea and Taiwan. 

 

Interview conducted by: 

Lynn Fosse, Senior Editor 

CEOCFOinterviews.com 

 

CEOCFO: Mr. Yuen, what was your 

vision at the start of SRS Labs and where 

are you today? 

Mr. Yuen: “In my past, I co-founded a 

computer company called AST Research, 

Inc., and it was one of the major personal 

computer companies. During the early 

1990’s when I left AST after the com-

pany became a fortune 500 reaching sales 

of one billion, I decided to go on my own 

to invest. The experience with AST 

taught me about the potential of multi-

media being a significant opportunity in 

conjunction with the information age. 

Out of multimedia, we have audio and 

video technology and audio has become 

kind of a driving direction for me to be 

interested in investing in SRS. I think the 

world will be looking at better experience 

in entertainment and audio being one of 

them. SRS at that time was an emerging 

audio technology company, so I got in 

with the prospect and hope that SRS 

would be able to make a lot of the con-

sumer products sound better. That is the 

early interest and vision and I think we 



have been able to demonstrate some of 

that now.” 

 

CEOCFO: What exactly does SRS pro-

vide? 

Mr. Yuen: “SRS Labs is an audio tech-

nology company and we have a group of 

very talented engineers that have some 

special knowledge in the audio technol-

ogy field. We are able to use our technol-

ogy and help the world’s major consumer 

product manufacturers, such as Sony 

Corporation, Samsung Group, LG Group 

and RCA Corporation of America, make 

their consumer products sound good. To-

day our technology is found in one third 

to maybe one half of all the flat panel 

TVs that makes the flat panel television 

sound much better than those that are 

made without that technology.” 

 

CEOCFO: Do you develop 

products in conjunction with 

other companies or do you de-

velop products and market 

them? 

Mr. Yuen: “We do both. In 

many cases, we have technol-

ogy like off-the-shelf technol-

ogy. When a company such as 

Samsung or RCA completes or 

near the completion of a prod-

uct, they may find that they 

may want to spruce up or make 

audio systems sound better. 

However, because the majority 

of the design is complete, they 

cannot modify much more if they find out 

that at that point in time the sound does 

not sound good. Then they can come to 

us and shop for the appropriate off-the-

shelf technology that they can add to their 

product. On the other hand, as our name 

becomes more recognized, many product 

makers are becoming aware of our capa-

bilities. Therefore, if they want to make a 

new MP3 player or TV and they want to 

make sure that the sound cards are up to 

snuff, then they will come to us and work 

with us and incorporate our technology 

right from the beginning of their design 

cycle.” 

 

CEOCFO: What does SRS know about 

audio that others might not? 

Mr. Yuen: “There are several areas 

where we are very strong and have 

unique expertise. We are a major knowl-

edge center for a field that is known as 

psychoacoustics. It is like psychology, the 

first part of the work is psycho and the 

second part of the word is acoustics. It is 

the field of how the human hearing sys-

tem works in conjunction with the cogni-

tive hearing system. In other words, it is 

our ability to discern sound directions and 

that means which way the sound comes 

from. This is a learned process. We also 

know that just a slight indentation in an 

earflap causes the sound wave to deflect 

and allow the head to really make out 

which way the sound is coming from, 

whether it is from dead center, 2 o’clock 

or 9 o’clock. Therefore, we are able to 

come up with math equations that de-

scribe this knowledge. By being able to 

use this knowledge in connection with 

semi-conductor chips, we are able to es-

sentially render a better sound image than 

the reality with small speakers and 

closely spaced speakers which tend to be 

able to produce a much more enjoyable 

sound.” 

 

CEOCFO: There is more to it than peo-

ple realize! 

Mr. Yuen: “It is a very interesting area 

of study. The equation is generally known 

as HRTF (head related transfer function). 

By being able to master that equation, we 

are able to do many surprising things. 

Our flagship technology that is used quite 

a lot by the flat panel TV makers is called 

a True Surround XT. This particular 

technology is able to use two front speak-

ers that are usually being included in the 

flat panel TV, and be able to render the 

image of speaker sound coming from the 

back of your head. In other words, this is 

a major advantage for homes where the 

household personalities do not really 

want to have many speakers in the back 

and wires cluttering the room. By just 

keeping the same flat-paneled TV in front 

and the two factory installed speakers 

with the flat panel, we are now able to 

produce the sensation of a five-speaker 

surround sound.” 

 

CEOCFO: You reported record revenues 

for last year; what are you doing right 

and how do you continue? 

Mr. Gottschling: ‘The thing that 

changed the most for us  last year was we 

converted our business into a single focus 

of the licensing business. We were able to 

sell off all of our other businesses includ-

ing our semi-conductor business in Hong 

Kong. What is really working well for us 

as well was that Tom Yuen became an 

investor in the company and 

started providing leadership. 

We went into a diversification 

mode, which went after five 

different markets segments, so 

that in any one segment we can 

do well, in others not as well 

and continue to grow the busi-

ness. The five segments in-

clude home entertainment, 

personal computers, personal 

telecommunications, as well as 

MP3 players in the automotive 

segments. Right now the home 

entertainment segment, which 

includes flat paneled TV and 

monitors is doing extremely 

well and we are riding the growth curve 

there while we continue in the other four 

areas and try to increase revenues there as 

well.” 

 

CEOCFO: What are the new trends or 

new ideas in audio that we don’t know 

about yet? 

Mr. Yuen: “We talk a lot about the new 

lifestyle, for example flat panel represents 

a phenomenon. People are looking for 

thin and small devices so that it is both 

ergonomic as well as convenient to carry. 

This is what drove the success and de-

mand of flat panel and the MP3 players. 

People do want to listen to music or 

broadcast, but they do not want to carry a 

boom box or larger portable device. The 

compactness of the MP3 player is driven 

us to the delivery of a lot of music 

through a small device. Both of these 

“SRS Labs is an audio technology company and 

we have a group of very talented engineers that 

have some special knowledge in the audio tech-

nology field. We are able to use our technology 

and help the world’s major consumer product 

manufacturers, such as Sony Corporation, Sam-

sung Group, LG Group and RCA Corporation 

of America, make their consumer products 

sound good. Today our technology is found in 

one third to maybe one half of all the flat panel 

TVs that makes the flat panel television sound 

much better than those that are made without 

that technology.” - Thomas C. K. Yuen 



lifestyle trends are indicative of the pref-

erence for convenience. These trends 

cause some problem for audio playback. 

In the traditional knowledge, when one 

wants better sound, it translates into big-

ger speakers, so this is why in the olden 

days, when someone wanted a good hi-fi 

system very typically you end up seeing 

huge cabinets that are housing these 

twenty-inch speakers. With the new life-

style, people are not looking for that, but 

they still want good sound. That drove 

the demand for electronics and special 

expertise, such as the psychoacoustic 

knowledge to be able to deliver the same 

dynamic sound, but with much smaller 

speakers like those flat speakers in flat 

panels and earbuds for MP3 players. 

These are all the trends that are leading 

to what we consider future opportunities 

for our growth. The 5.1 or the surround 

sound programs and contents are also 

driving people toward the surround tech-

nology and also surround headphone, 

which is also an area of growth for us.” 

 

CEOCFO: Are there segments of the 

market where you would like to have a 

greater penetration  and geographic areas 

where you would like to have more of a 

presence? 

Mr. Yuen: “The cellular phone area and 

the MP3 or personal media player are 

areas where we would definitely want to 

see greater penetration. These are very 

high volume products. Cell phones are 

near 1 billion units a year now and the 

trend toward flat screen TV and music 

are all good reasons why we want to 

penetrate the market. This is because we 

have special capabilities to enhance these 

playback experiences. From a regional 

basis, I think we would like to see a 

stronger penetration in Europe and the 

India and China market places, where 

nearly half of the human population re-

sides. In addition, both the China and 

India economies are blossoming and 

there is a lot of potential for consumer 

products to grow there.” 

 

CEOCFO: Why should potential inves-

tors be interested in SRS? 

Mr. Yuen: “I think most significant is 

our very unique business model. We are 

in a good space in terms of the market. 

The number of consumer products being 

made is close to 1.6 billion units a year, 

so it is a very large market. We are a rec-

ognized audio technology which is really 

very inline with the trends towards home 

entertainment and multi-media in the 

digital media age. More importantly from 

a financial point of view, we have a high 

margin and leveragable business. Our 

margin is around 99%, so it is almost 

100% gross margin, which is very rare. 

We are in the business of marketing and 

selling our now-how. We do not really 

need to make products so another advan-

tage is that we do not have inventories 

and our cost of sales is nearly zero. We 

have been profitable and the company has 

been generating cash flow. We do not 

have any debt and in fact, we are sitting 

with over $40 million in cash. We con-

tinue to see a strong demand for our tech-

nology. More important is that our tech-

nology or knowledge is covered by patent 

protection. We have over 120 issue pat-

ents and over 30 in the pending stages. 

Many people look at Dolby and DTS 

(Digital Theater System) as a compara-

tive and likewise they are in the licensing 

model and they command a much higher 

brand visibility today. As we build our 

brand visibility amongst consumers, we 

continue to see a high value proposition 

for OEMs. Therefore, our business should 

continue to do well. It is a nice business 

with high margins and a manageable 

operating expense as well.” 

 

CEOCFO: In closing, what should peo-

ple take away from this interview? 

Mr. Yuen: “Although the revenue for 

SRS is small, it has a lot of good attrib-

utes in terms of the financial model and 

we are installed in over 200 million 

products a year. I think it is a solid finan-

cial opportunity and a good prospect for 

growth and profitability.” 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

  

  

  

  

  

  

  

  

 

 

 

 

 

 

 

 

 

 

 

 

SRS Labs, Inc. 

2909 Daimler Street 

Santa Ana, CA 92705 

Phone: 949-442-1070 


