






















































Notes (Continued) 

1976 as to the final Convertible Installment). The Convertible Installments are 
not prepayable, except that if the market value of Memorex common stock is equal 
to or greater than $40 per share, ILC may elect to prepay the Convertible Installments, 
or any portion thereof, called for prepayment prior to the date of prepayment. 
From September 1, 1976 to June 30, 1985, each Lender may purchase at $20 per share, 
by exercising stock subscription warrants, one share (subject to adjustment by 
reason of anti-dilution provisions) of Memorex's common stock for each $20 
of such Lender's percentage interest in the Convertible Installments which has not 
been prepaid by ILC nor converted as set forth above. 

Security 
ILC has continued the previous grant to the Lenders of a security interest in all 
of its assets (Cash, Accounts Receivable, Equipment-for-Lease at Memorex cost, 
less accumulated depreciation, and Other Assets totalling $50,380,000 at December 31, 
1973). Memorex has continued its grant to the Lenders of a security interest in 
that portion of its raw materials, work in process and inventory held for sale to ILC. 
Memorex has also agreed to grant a security interest to the Bank and the Lenders 
in the non-cash portion of proceeds from the settlement of litigation or judgment 
in excess of $1 million; has guaranteed the obligations of ILC under the Loan 
Agreement, for the ratable benefit of the Bank and the ILC Lenders; and has agreed 
to grant to the Lenders a security interest, subordinated to that of the Bank, in 
all of its causes of action. Also, Memorex has pledged the securities of ILC owned by 
Memorex as security for ILC's and Memorex's obligations under the Loan Agreement. 

Security Agent and Collateral Account 
All of ILC's cash receipts must be deposited in a collateral account under the 
control of a Security Agent. The Loan Agreement instructs the Security Agent to make 
direct payments of ILC's obligations, including monthly payments to Memorex for 
services and maintenance. ILC must prepay portions of the Loan, subject to a $3 
million cash reserve, to the extent that it has excess cash flow (defined as the 
excess of ILC's receipts over its required payments for loan principal, interest, taxes, 
operating expenses, Memorex's fee, Security Agent's fee, and amounts due to 
Memorex for equipment purchases by ILC) and upon the occurrence of 
certain other events. 

9. Memorex Corporation-5% % Convertible Subordinated Debentures, Due 1990 
Interest on the 5% % convertible subordinated debentures is payable April 1 and 
October 1. The debentures are convertible into 526,315 shares of common 
stock, unless previously redeemed, at a conversion price of $142.50 per share, 
subject to adjustment under certain conditions. The debentures are redeemable at the 
Company's option at prices set forth in the Indenture. The Company will pay into 
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a sinking fund, beginning in 1980, an amount sufficient to redeem $6,000,000 of 
debenture principal annually on April 1 from 1980 through 1989. The debentures are 
subordinated to all senior indebtedness as defined in the Indenture. 

10. Lease Commitments 

During 1972, Memorex consummated the sale and leaseback (30-year lease) of a 
portion of its administration and equipment manufacturing facilities located in 
Santa Clara, California. Memorex has the option to repurchase the facilities at various 
times beginning with the 12th lease year at a price of fair market value or $18,250,000 
whichever is greater. As part of the sale-leaseback transaction, Memorex agreed 
to guarantee the performance of the lessor under a ground lease between the lessor 
and the holder of title to the property. This guarantee, as well as Memorex's 
performance of its own obligations as lessee, are secured by encumbrances of certain 
real property of Memorex situated in California and Minnesota. In addition, 
Memorex and subsidiaries lease certain buildings, including district sales offices, 
under long-term lease contracts which expire at various dates through 1993. 

The discounted present value of the above-mentioned lease payments at 9.8% 
(contract rate) was $18,250,000 as of December 31, 1973 and 1972. Had this lease 
(a financing lease) been capitalized and the related assets been amortized on a 
straight-line basis and had interest cost been accrued on the basis of the outstanding 
lease liability, the net income for 1972 would have been decreased by $332,000 and 
the net loss for 1973 would have been increased by $673,000. 

Total lease rentals were as follows: 
1973 1972 

Financing lease . .. ..... .. •... . ..... $1,804,000 $ 752,000 
2,354,000 Other leases ........ ..... ........ .. 4,471,000 

Total ....... •.. ... ... .. •.... $6,275,000 $3,106,000 

Minimum rental commitments remaining under noncancellable leases as of 
December 31, 1973, were as follows: 

Five Years Ending December 31, 
1978 ... .. .. . .... ... ... . ....... . . . . 
1983 ... ... . .....•....... ..... •.... 
1988 .............. . ....... ... .... . 
1993 ...... . . ... .... . ........ ...•. . 

Subsequent to December 31, 1993 ...... . 

$13,470,000 
9,673,000 
9,251,000 
9,023,000 

15,486,000 

Total ........... .... .... . .. $56,903,000 

The rental commitments for each of the five years ending December 31 , 1978 are 
$3,473,000 in 1974; $3,040,000 in 1975; $2,496,000 in 1976; $2,319,000 in 1977; 
and $2,142,000 in 1978. 
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Notes (Continued) 

11. Litigation 
On December 14, 1973, Memorex and its subsidiaries (the plaintiffs) filed complaints 
against International Business Machines Corporation (IBM) alleging that IBM is 
using and has used its monopoly power to control prices and eliminate competition . 
The plaintiffs further allege that IBM has monopolized and attempted to monopolize 
the development, production, distribution, sale, leasing and servicing of electronic 
data processing equipment as a whole, including but not limited to computer peripheral 
products for use with IBM central processing units, to the direct detriment of 
plaintiffs, in violation of the federal antitrust laws. The plaintiffs estimate actual 
damages to be in excess of $1 billion, and seek to recover treble damages ($3.1 
billion) under the Clayton Act, as well as costs and attorneys' fees. Plaintiffs also seek 
such preliminary and permanent injunctive relief, including divestiture, as is 
reasonably necessary to restore effective competition in the electronic data 
processing industry. The defendant has filed an answer denying liability, raising 
affirmative defenses and asserting that it is entitled to offset for unjust enrichment. 

On June 24, 1971, the Securities and Exhange Commission filed a complaint against 
the Company and certain of its officers alleging that the Company violated certain 
sections of the Securities Exchange Act and rules thereunder by making false and 
misleading statements in interim financial statements, press releases, reports to 
shareholders and a Form 9-K filing with the Commission in 1970, and by making false 
and misleading statements in connection with a revision of a previous interim 
earnings report. The suit was settled without trial or admission of any liability with 
the filing of a consent decree on July 21, 1971. The consent decree makes clear 
the consent "does not constitute an admission by or presumption against the 
(defendants) of any wrongdoing, misconduct or liability for any purpose ... ". 

Since the consent decree, a number of private class actions and two derivative 
actions, based substantially on the allegations of the Commission's complaint, have 
been filed against the Company, certain officers, directors and non-Memorex 
defendants. All allege violations of the federal securities laws or common law fraud. 
The defendants are alleged to have violated the federal securities laws by employing 
accounting methods to reflect Memorex's transactions with ILC during part of 1970, 
which methods are alleged to have materially overstated Memorex's sales and 
income for the second and third quarters of 1970, as reflected in the interim reports 
issued by Memorex for those two periods. In addition, the defendants are alleged 
to have issued public statements and press releases which were, in the same respect, 
assertedly false and misleading. None of the various complaints names a precise 
amount of compensatory or punitive damages sought for the entire class sought 
to be represented. 

Plaintiffs in eight of the class action suits filed a motion requesting the Court to 
certify a class action. On June 14, 1973, the Court consolidated these eight cases for 
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all purposes and certified a class consisting of all persons who purchased Memorex 
securities on the open market between July 31, 1970 and April 14, 1971 and who 
suffered a loss as a result of the defendants' alleged misstatements and omissions. 
The class determination is limited to plaintiffs' federal law claims. In the opinion 
of Counsel, the Company has meritorious defenses to all of these currently 
pending actions. 

On May 10, 1973, a complaint against the Company was filed by three former Memorex 
employees alleging breach of incentive compensation contracts and fraud and 
seeking injunctive relief, $1,855,000 damages and $3,000,000 punitive damages. In the 
opinion of Counsel, the Company has meritorious defenses to this action. 

On or about January 2, 1974, the Company was served with a complaint by Quadra-Data, 
Inc. The complaint alleges that Memorex breached a four-year contract for the lease 
of a computer and computer services and seeks general damages of $1 million and 
an additional $1 million in punitive damages. On March 1,1974 Memorex filed an answer 
denying liability. Since discovery in this case has not yet been completed, counsel has 
not yet conducted a sufficient investigation to venture an opinion as to the 
Company's possible ultimate liability. 

Although there are other actions pending to which the Company is a party, the 
Company is of the opinion, based upon the advice of Counsel as to the current status of 
such litigation, and based upon information known by the Company to date, that such 
actions will not have a material adverse impact on the business of the Company. 

12. Income Taxes 
The Company's federal income tax returns through 1969 have been examined by the 
Internal Revenue Service without material adjustments. The income tax returns 
of certain foreign subsidiaries have also been examined while others are still to be 
examined. In some instances, it is not possible to determine the ultimate liability 
until such examination has been completed. However, management is of the opinion 
that adequate accruals have been provided for any potential tax assessments. 

The consolidated and combined (credit) provision for income taxes for 1973 and 
1972 consists of the following: 

December 31 , 

1973 1972 

Federal ... .............. $ 110,000 $(1 ,127,000) 

State . ..... ........ .... . 80 ,000 

Foreign .. .............. 4,815,000 1,799,000 

$4,925,000 $ 752,000 

The provision for income taxes of $4,925,000 and $752,000 for 1973 and 1972, 
respectively, includes current and deferred taxes of the Company and its subsidiaries 
based upon the operating results in specific countries and the related income taxes 
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thereon. It does not include the application of losses in one country against profits in 
another country, nor does it include the effect of potential income tax benefits 
which might be realized from net operating loss carryforwards in future 
periods. No accrual has been made for withholding taxes that might be payable 
upon distribution of dividends from foreign subsidiaries inasmuch as the Company 
has no present intention to remit dividends. Undistributed retained earnings in 
foreign subsidiaries at December 31, 1973 totalled $3,573,000. 

As of December 31, 1973, the Company had consolidated net operating loss carry­
forwards available per U.S. income tax returns filed through December 
31, 1972, of $28,007,000 to offset against future U.S. taxable income expiring as follows: 

December 31, 
1976 . . .. ... . . . .. . . 
1977 .. . . .... . . ... . 

$14,749,000 
13,258,000 

$28,007,000 

The Company will have net additional estimated income tax deductions to be 
claimed in the 1973 and subsequent years' U.S. income tax returns of approximately 
$48,900,000 from losses recorded for financial reporting purposes during the 
year 1973, which may be offset against future U.S. taxable income for a period of 
five years. The Company does not expect that the cash outlay for income taxes with 
respect to any of the succeeding three years will substantially exceed income 
tax expense for those years. 

in addition, the Company has available unused investment tax credits as of 
December 31, 1973, of approximately $5,748,000 which may be offset against future 
U.S. income tax liabilities. Expiration of the investment tax credits will be $25,000 
in 1974; $106,000 in 1975; $69,000 in 1976; $1,238,000 in 1977; $2,077,000 in 1978; 
$824,000 in 1979; and $1,409,000 in 1980. 

13. Preferred and Common Stock 
(See Note 17 for Effect of Subsequent Events.) 
Authorized and outstanding shares of $100 par value preferred stock and $1 par 
value common stock of Memorex Corporation were as follows: 
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December 31 , 
1973 1972 

Authorized preferred stock. . . . . . . . . . . . . . . . . . . . . . . . . 1,000,000 

Outstanding preferred stock ...... .. .. .. .. . .. . .. .. . 

Autho rized common stock. . .. ... .. ...... . .. . . . .... 10,000,000 

Outstanding common stock (excluding 10,000 shares 

held in Treasury) .... . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,312,133 

1,000,000 

10,000,000 

4,295,268 



Memorex has entered into agreements with key employees of certain of its 
subsidiaries which call for the potential issuance of up to 66,874 shares of Memorex 
common stock upon the occurrence of certain events. 

Memorex has reserved a maximum of 911,950 shares of its common stock for potential 
issuance to Bank of America under conversion rights contained in the Credit 
Ag reement (see Note 7). 

Shareholders approved in May, 1973, a new employee Savings and Investment Plan 
which may purchase the Company's common stock, either in the open market or from 
the Company (at the Company's discretion). Memorex has reserved 250,000 
shares for potential issuance at market price under the Plan. 

Memorex has reserved 375,000 shares of its common stock for potential issuance 
to Lenders to ILC under convertible note agreements (see Note 8). 

Memorex has reservea 526,315 shares of its common stock for potential issuance upon 
conversion by holders of the 5% % convertible subordinated debentures, 
due 1990 (see Note 9). 

Memorex has reserved 516,237 shares of its common stock for issuance under the 
Company's 1965 and 1973 Stock Option Plans. 

14. Stock Options (Memorex Corporation) 
(See Note 17 for effect of subsequent events.) 

On May 17, 1973, Memorex shareholders approved the adoption of the Company's 
1973 Stock Option Plan ("nonqualified") as an alternative to the 1965 Plan 
("qualified"). Options for 174,800 shares were granted under the 1973 Plan to certain 
optionees in substitution on a share-for-share basis for options held under 
the 1965 Plan; however, certain optionees having options outstanding under the 
1965 Plan did not receive 1973 Plan option grants and such options continue to be 
exercisable under the 1965 Plan. Also, options under the 1973 Plan were not granted 
in substitution of options exercisable at $1.00 and $1.50 per share, which were 
assumed upon acquisition of minority interests in subsidiaries, such options 
continuing to be exercisable under the 1965 Plan at one-fourth the total shares each 
year on a cumulative basis, beginning one year from date of grant, and expiring five 
years after date of grant. 

Under the 1973 Plan, options may be issued to key employees to purchase common 
stock at 100% of market value of the shares at the dates the options are granted. This 
1973 Plan provides that options are exercisable at the rate of 33V3 % after six months 
from the date of grant, and 33V3 % after each of the following two years. The term of the 
options may be up to ten years. The 1973 Plan options are "nonqualified" options 
which will be exercisable notwithstanding the existence of an earlier option. 

Additional options for 152,600 shares granted under the 1973 Plan were outstanding 
at December 31,1973. 
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The net proceeds from sale of stock at the time the options are exercised are credited 
to the common stock and paid-in surplus accounts. No entries are made to income 
accounts with respect to recording the exercise of such options. 

Changes during 1973 in the status of options granted under the 1965 and 1973 
Stock Option Plans: 

Shares Under Option-Changes During Year 

Year Jan. 1, Exchanged for Dec. 31, 
Granted Exercised Granted Option Price 1973 Non-qualified Terminated 1973 

Qualified 
1967 .. . .... $34.79 to $ 63.92 33,857 (33,857) 

1968 ..... . . 65.81 to 66.63 675 (675) 

1968 1.00 125 125 
1969 71.25 to 163.50 44,250 (33,575) (10,325) 350 
1969 1.00 to 1.50 15,690 (4,200) (3,713) 7,777 

1970 45.44 to 116.25 24,400 (17,700) (6,700) 

1970 1.00 to 1.50 9,900 (3,037) (3,500) 3,363 
1971 . .. . . .. 20.00 to 35.38 92,600 (84,200) (7,800) 600 
1971 .. .. ... 1.00 30,270 (8,191 ) (8,711) 13,368 

1972 29.06 to 36.81 63,200 (38,650) (24,550) 

1972 ....... 1.00 11,550 (562) (1 ,750) 9,238 

326,517 (174,800) (15,990) (100,906) 34,821 

Non-qualified 
1973 ...... . 1.75 to 5.06V4 169,300 174,800 (16,700) 327,400 

The Company has adopted special incentive compensation programs for key employees 
of certain divisions of the Company. All incentive programs are designed to assure a 
profit contribution from the new product business developed by the applicable 
division before any incentive payment will be made to the participants and are also 
designed to help the Company obtain and retain key employees. 

The incentive compensation program for key employees of the Consumer Products 
Division provides for incentive awards payable, at the Company's option, in cash 
or Common Stock of the Company, upon the attainment of specified performance 
goals in the period 1970 to 1976 inclusive. The maximum total of incentive awards 
provided for by the program if all specified goals are met, is $2,000,000 (increased to 
$3,000,000 if the total of all goals is exceeded by 25%). As of February 27, 
1974, $1,433,000 of the aggregate incentive participation had been allocated under 
this program, of which $350,000 had been allocated to officers of the Company. 
During 1973 and 1972, $573,000 and $230,000, respectively, has been charged to 
expense for the Consumer Products Division Plan. The Company has also approved 
a similar incentive program for key employees in its Business Products 
Division which authorizes incentive awards of up to $4,000,000, payable, 
at the Company's option, in cash or Common Stock of the Company, 
upon attainment of specified sales goals of toner products and a determination of 
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reasonable operating profits by the Board of Directors. As of February 27, 1974, 
$763,000 of the aggregate incentive participation had been allocated under this 
program, none of which has been allocated to officers of the Company. 

15. Earnings (Loss) Per Common Share 
Earnings (loss) per common share have been computed on the basis of the weighted 
average number of common shares outstanding during the years (4,309,395 in 1973 and 
4,028,953 in 1972) excluding 10,000 shares held in Treasury. Shares potentially issuable 
in exchange for the 5% % Convertible Subordinated Debentures do not result in 
dilution of earnings per common share nor do other common stock equivalents (stock 
options) result in dilution. 

Memorex has entered into convertible debt agreements with Bank of America and with 
ILC Lenders (see Notes 7 and 8) which call for issuance of Memorex common stock 
upon conversion of the notes. These securities (not common stock equivalents) do not 
result in dilution (fully diluted) of earnings per common share. 

16. Income (Loss )-( Unaudited) Summary for Three Months Ended 
December 31,1973 and 1972 

Unaudited income (loss) for the three months ended December 31,1973 and 1972 
is summarized below as additional information: 

Revenue : 
Rental and Service ......... . .. . . .... . 
Sales ............. . ... . . .. • .. . ..... 

Operating Costs and Expenses ... . .. . .. . 

Income (Loss) from Operat ions ... . ... .. . 
Interest Expense ........... . ... . ... . . . 
Other Shareholders' Equity-ILC ..... . . . 

Income (Loss) before Taxes .... . .. . . .. . . 
Credit (Provision) for Income Taxes . . .. . . 

Net Income (Loss) ..... . . . ........... . . 

Net Income (Loss) Per Share . . . .... . ... . 

Three Months Ended 
December 31 

(Unaud ited) 
1973 

$ 24,376,000 
24,063,000 

48,439,000 
56,504,000 

(8,065,000) 
(5,748,000 ) 

(13 ,813,000) 

$(13,813,000) 

$(3.20) 

1972 

$20,948,000 
18,495,000 

39,443,000 
33,885,000 

5,558,000 
(4,220,000) 

(81 ,000) 

1,257,000 
646,000 

$ 611 ,000 

$. 14 

Included in the 1973 loss were charges against income totalling $4,465,000 : $3,600,000 
in asset revaluation and accelerated depreciation charges; and $865,000 
in foreign exchange and translation loss. The remaining 1973 loss of $9,348,000 e occurred principally in worldwide equipment operations. The gross margin contribution 
from equipment operations for the period in 1973 was lower than expected due 
primarily to a higher percentage of equipment off-rent, and adjustments to the cost 
of equipment for lease that would more properly align the costs associated with 
equipment leasing with anticipated future revenues. 
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17. Event Subsequent to December 31 , 1973 
On March 29, 1974, Memorex obtained agreement in principle for modifications of its 
Loan Agreement dated December 28, 1973 with Bank of America, National Trust and 
Savings Association ("Bank of America" ). Simultaneously, Lenders to ILC agreed 
in principle to modifications of the ILC Loan Agreement dated December 28,1973. The 
accounting treatment of these agreements to reflect the timing and form of the 
transaction , including the amounts of interest and dividends to be charged against 
earnings, has not yet been determined. The execution by the Lenders of definitive 
agreements, representing the agreement in principle, is subject to Mr. Robert C. Wilson 's 
being the Chairman of the Board, President and Chief Executive Officer of Memorex at 
the t ime such agreements are to be executed. Mr. Wilson has agreed to serve as 
President and Chief Executive officer pursuant to an employment contract, certain of the 
compensation provisions of which are guaranteed by the Bank of America. 

The significant modifications are set forth below: 

1. Conversion of Debt to New Senior Preferred Stock 
A total of $30 million of Memorex's outstanding senior debt due to Bank of 
America and $10 million of ILC's senior debt will be converted to new senior 
preferred stock of equal par value. The preferred stock to be issued to Bank of 
America will bear no dividend until 1978, and then bear cumulative annual 
dividends of 4% in 1978, increasing to 6% on January 1,1981 until redemption . 
The redemptions are to be made at 1/10 per year from 1983 through 1992. The 
preferred stock to be issued to Lenders to ILC will bear no dividend until 1976 
and then bear cumulative annual dividends of 4% in 1976, increasing in varying 
amounts to 8% in 1981 and thereafter and will be redeemable in equal annual 
installments from 1983 through 1987. 

2. Interest Rate Reductions 
The rate of interest on the remaining Bank of America and ILC loans 
of $173,310,000 outstanding as of December 31 , 1973 will be reduced from 
7314% to 4% , retroactive to August 1, 1973, and extending through December 31 , 
1977 at which time the prime rate will apply. All presently accrued and future 
interest payments (at 4%) required through December 31, 1977, may be paid with 
preferred stock of ·equal par value. 

3. Warrants and Conversion Rights 
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Bank of America and ILC will cancel warrant and conversion rights aggregating 
potential maximum issuance of 1,286,950 shares at acquisition prices ranging from 
$15.90 to $23.85 per share. In exchange for cancellation of conversion features 
and rights noted above, the senior creditors will receive 15-year warrants to 
purchase 800,000 shares at $10 per common share (exercise price to be reduced 



4. 

to the price of any new shares or rights should Memorex issue additional common 
stock, warrants or conversion rights within 12 months at a price of less than $10 
per common share, other than shares issued pursuant to any employee benefit 
plan). The Bank of America and ILC's Lenders have agreed to convert, if requested 
by Memorex, up to an additional $25 million of senior debt to preferred stock 
prior to December 31, 1977. Such additional conversion would be in the amount 
of 75 percent of any equity which might be created by conversion of Memorex's 
5% % convertible subordinated debentures into equity secu rities junior to those 
of the Lenders, or by purchase of the debentures by the Company for cash at 
less than face value. If such conversion occurs, the converting Senior Debt 
holders would receive up to 500,000 additional 15-year warrants exercisable at $10. 

Revisions in Principal Repayments 

In addition to the aeove mentioned conversion of debt to preferred stock, 
maturities of debt not converted falling due in 1974 and subsequent years have 
been modified to the following-

a. Bank of America principal repayments, excluding future lease equipment line of 
credit discussed below, shall be $750,000 per month commencing July 1, 1974 
until May 1, 1977 ($26,250,000) at which time principal repayments shall 
increase to $2,250,000 per month ($91,370,000) until fully repaid. 

b. ILC principal repayments shall be $1 million per month from April 1, 1974 
through June 1, 1974 ($3 million) , increasing to $1 V2 million per month from 
July 1, 1974 through January 1, 1976 ($28 V2 million) then increasing to 
$2 million per month until fully repaid ($28 million) . 

The effect of these changes on cash repayments of debt for the year 1974 and 
beyond are as set forth below: 

Year 

1974 
1975 ... . . . . ... . . .... .. .. .. ... ....... . 
1976 . ... ........ . . . ..... . . . ..... . .. . . 
1977 and beyond .. .. . . . . . . . . .. . ... . . . . 

Total ........ .. .... . .. .. . . . 

Under 
Agreements in 

Principle 

$ 20,500,000(2) 
27,000,000 
33,000,000 
92,810,000 

$173,310,000 

Under 
December 28, 1973 

Agreements(1 ) 

$ 31 ,000,000 (2) 
36,000,000 
35,690,000 

117,590,000 

$220,280,000 

(1) Includes $6,970,000 of Interest Deferral Notes as of December 31,1973. 

(2) Of these amounts $4 million of debt repayments had been made in 1974 by 
the date of reaching the Agreement in Principle. 
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5. New Line of Credit-Lease Financing 

Bank of America will make available a line of credit of $35,000,000 through 1978. 
This new credit will be available to finance new equipment for lease during the 
period 1974 through 1978, to the extent that pr.esent obligations to Bank of America 
are repaid (which payments are indicated in parag.raph 4 above). 

Interest on these loans shall be at the prime rate through December 31, 1977 and 
two points over the prime rate thereafter. Monthly principal and interest repay­
ments shall be 75% of monthly lease payments and 100% of receipts from sales, if 
applicable, of leased equipment financed under this line of credit. 

6. Security Agent and Collateral Account 

The Security Agent and collateral account will continue to function as in the past. 
However, there will be no mandatory prepayment of excess cash flow and all 
cash in excess of principal payments defined above and payments to Memorex 
for services and maintenance will be available to purchase new equipment until 
March 31, 1975. Beginning April 1, 1975, ILC must prepay portions of the Loan, 
subject to a $3 million cash reserve, to the extent it has excess cash flow. 

7. The Accounting Treatment 
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The accounting treatment of this agreement to reflect the timing and form of the 
transaction, including the amounts of interest and dividends to be charged 
against earnings, has not yet been determined. 



To the Shareholders and Board of Directors 
of Memorex Corporation: 

We have examined the consolidated balance sheets of Memorex Corporation 
(a California corporation) and subsidiaries as of December 31 , 1973 and 1972, and 
the related consolidated and combined statements of income (loss) , shareholders' 
equity and changes in financial position for the years then ended . Our examinations 
were made in accordance with generally accepted auditing standards, and accordingly 
included such tests of the accounting records and such other auditing procedures 
qS we considered necessary in the circumstances. 

In our auditors ' report, dated March 5, 1973, our opinion on the Company's consolidated 
and combined financial statements as of December 31 , 1972, was qualified as being 
subject to the realization of sufficient future revenues to recover the Company's 
investment in the MRX/Computer Systems Program. As explained in Note 3 to the 
accompanying financial statements, the MRX/Computer Systems Program has been 
terminated , and related deferred and accrued costs, net of recoveries, in the amount 
of $38,716,000 have been charged against operations during the year ended 
December 31, 1973. 

In our opinion, subject to the effect on the financial statements for the year ended 
December 31 , 1972, of the matter discussed in the preceding paragraph, and subject to 
the effect on the financial statements of any adjustments that may result from 
litigation mentioned in Note 11 to the accompanying financial statements, the financ ial 
statements referred to above present fairly the consolidated financial position of 
Memorex Corporation and subsidiaries as of December 31, 1973 and 1972, and the 
results of their operations and changes in their financial position for the years then 
ended, in conformity with generally accepted accounting principles which , other 
than for the change, with which we concur, to an alternative method of accounting for 
research and development costs of new products and initial lease acquisition costs, 
as indicated in Note 2 to the accompanying financial statements, were consistently 
applied during the periods. 

San Jose, California, 
February 28, 1974 (except with respect 
to the matters discussed in Note 17, as to 
which the date is March 29, 1974). 

ARTHUR ANDERSEN & CO. 
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Business Balance of Revenue 
The chart on the next page 

illustrates the evolution of Memorex's 
reven ue sou rces. U nti I 1968, the 
Company was engaged in the sale 
of media products, mainly in the U.S. 
The equipment-for-Iease business 
was started that year and has grown 
so that, in 1973, Memorex derived 
approximately half its revenues from 
the diversification. The increase of 
lease revenues relates to equipment 
products which are primarily 
attached to leased computers. Both 
media and equipment are worldwide 
markets, reflecting the common 
application of information processing 
technology in all major industrial 
nations. 



1968 1969 

Memorex Revenue History 1968-1973 
(Dollars in Thousands) 

1970 1971 1972 

m%m%~% 

UvU 
e 

35% 32% 

CJ~ 
$52,961 $74,067 $78,997 

Sale VS. Lease III 

Media VS. Equipment El 

40% 

Domestic VI. International 0 
$110,201 $145,422 

1973 

$176,923 
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Officers 

Executive Staff 

Laurence L. Spitters*, President and Chairman of the Board 
J. Garrett Fitzgibbons, Vice President, 
General Manager of Media Operations 
John J. Kramer, Vice President, General Manager of 
Equipment Products and International Operations 

Corporate Staff 

Carl A. Anderson, Secretary 
Donald M. Campbell, Treasurer 
John R. Eastling, Vice President, Corporate Planning 
Harold J. Krauter, Vice President, Finance 
Edward J. Phillippe, Vice President and Controller 
George L. Bragg** 

Operations Staff 

George E. Dashiell, Vice President, General Manager of 
Marketing for Equipment Products 
William F. Emmons, Vice President for Market Development, 
Equipment Products 
Robert Jaunich II, Vice President, General Manager of 
Consumer Products 
John P. Kelly, Vice President of Product and Marketing 
Support, Equipment Products 
E. Douglas Larson, Vice President of Manufacturing, Equipment 
Products 
William S. McCalmont, Vice President of European Operations 
Hiroshi Nagakura, Vice President of Materials Operations, Equipment Products 
Robert C. Stender, Vice President of Product Development and 
Planning for Equipment Products 
Philippe Yaconelli, Vice President of Marketing, Media Products 

*Laurence L. Spitters resigned as President and 
Chairman of the Board as of April 26, 1974. Robert C. 
Wilson assumes office on May 15, 1974, as President, Chief Executive Officer 
and Chairman of the Board. 

* *George L. Bragg elected Vice President, 
Administration, April 22, 1974. 
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Board of Directors 

Laurence L. Spitters, * 
Chairman of the ' Board 

Alger Chaney, Chairman of the Board, 
Medford Corporation 

T. Robert Sandberg, Vice President 
(Retired), Cutter Laboratories, Inc. 

Benno C. Schmidt, Managing Partner, J. H. 
Whitney & Co. 

Fred M. van Eck, Partner, J. H. Whitney & Co. 

Dr. Theodore Vermeulen, Chemical Engineer; 
Professor, University of California, Berkeley 

*Laurence L. Spitters resigned as President and 
Chairman of the Board as of April 26, 1974. Robert C. 
Wilson assumes office on May 15,1974, as President, Chief Executive Officer 
and Chairman of the Board. 
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Memorex Executive Offices 

San Tomas at Central Expressway 
Santa Clara, Calif. 95052 
(408) 987-1000 
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Sales and Service Offices 

ALABAMA, 
Birmingham 
ARKANSAS, 
Little Rock 
CALIFORNIA, 
Los Angeles 
Sacramento 
Santa Clara 
San Diego 
San Francisco 
COLORADO, 
Denver 
CONNECTICUT, 
Greenwich 
Hartford 
FLORIDA, 
Jacksonville 
Miami 
GEORGIA, 
Atlanta 
ILLINOIS, 
Chicago 
Peoria 
INDIANA, 
Indianapolis 
IOWA, 
Des Moines 
KANSAS, 
Kansas City 
KENTUCKY, 
Louisville 
LOUISIANA, 
New Orleans 
MARYLAND, 
Baltimore 
MASSACHUSETTS, 
Boston 
MICHIGAN, 
Detroit 
MINNESOTA, 
Minneapolis 



MISSOURI, 
st. Louis 
NEBRASKA, 
Omaha 
NEW JERSEY, 
Pine Brook 
NEW YORK, 

. Albany 
Buffalo 
New York 
Rochester 
Syracuse 
NORTH CAROLINA, 
Greensboro 
Raleigh 
OHIO, 
Cincinnati 
Cleveland 
Columbus 
OKLAHOMA, 
Oklahoma City 
Tulsa 
OREGON, 
Portland 
PENNSYLVANIA, 
Harrisburg 
Philadelphia 
Pittsburgh 
TENNESSEE, 
Memphis 
TEXAS, 
Austin 
Dallas 
Houston 
VIRGINIA, 
McLean 
Richmond 
WASHINGTON, 
Seattle 
WISCONSIN, 
Milwaukee 

Other offices are located in principal cities throughout the world 
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Memorex Common Stock and 5% % 
Convertible Subordinated Debentures 
Are Traded Over-the-Counter. 

Common Stock 

Transfer Agents: 

First National City Bank 
Corporate Trust Department 
111 Wall Street 
New York, New York 10015 
Bank of America-NT&SA 
Corporate Agency-Service Center 
P. O. Box 37002 
San Francisco, California 94137 

Reg istrars: 

Morgan Guaranty Trust Company of New York 
30 West Broadway 
New York, New York 10015 
Wells Fargo Bank 
464 California Street 
San Francisco, California 94120 

5114 % Convertible Subordinated Debentures 

Transfer Agent & Registrar: 

Bank of America-NT&SA 
Corporate Agency-Service Center 
P. O. Box 37002 
San Francisco, California 94137 





.... ... 
o 
Q, 
CI) 
a:: 

Printed In U.S .A. 
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