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¢ Debentures are redeemable at any time at prices set forth herein. The Debentures are entitled to a Sinking

Fund beginning August 1, 1976, sufficient to retire 80% of the issue prior to maturity. Interest is payable

February 1 and August 1. The Debentures are subordinate in right of payment to all Senior Indebtedness,

as defined.

The shares of Common Stock offered hereby are outstanding shares which are being purchased by the Under-
writers from certain shareholders named herein under Selling Shareholders. The Company will not receive
any of the proceeds from the sale of these shares.

On August .., 1966, the reported high bid and low asked prices for the Common Stock in the over-the-
counter market were ..... and: itan , Iespectively.
Underwriting Proceeds to
Price to Discounts and Proceeds to Selling
Public Commissions Corporation® Shareholders®
Debentures:
PEr UNIE < o 35 4 § sujomsinm s %® % % None
TOLELL wionmse »iis HEEESEARER $ ® $ $ None
Common Stock
Per Share .............. $ $ None $
3 5] 71 RO $ $ None $
@® Plus accrued interest from August 1, 1966 to date of delivery.
® Before deduction of expenses of the Corporation and the Selling Shareholders estimated at $..... and
$. .., respectively.

The Debentures and the Shares are offered by the Underwriters named herein subject to prior sale when and
as delivered and accepted by them and subject to the approval of certain legal matters by counsel. It is
expected that delivery of Debentures and stock certificates will be made on or about .............. , 1966,
at the office of Smith, Barney & Co. Incorporated, 120 Montgomery Street, San Francisco, California 94104.

Blyth & Co., Inc. Smith, Barney & Co.
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A registration statement relating to these securities has been filed with the Securities and Exchange Commission, but has not yet become effective. Information
contained herein is subject to completion or amendment. These securities may not be sold nor may offers to buy be accepted prior to the time the registra-
securities in any State in which such offer, solicitation or sale would be unlawful pnor to registration or qualification under the securities laws of any such State.

tion statement becomes effective. This prospectus shall not constitute an offer to sell or the solicitation of an offer to buy nor shall there be any sales of these



No person has been authorized to give any information or to make any representations other than
those contained in this Prospectus in connection with the offer contained herein, and if given or
made, such information or representation must not be relied upon as having been authorized by
the Company or by any Underwriter. This Prospectus does not constitute an offer to sell or a
solicitation of offer to buy by any person in any state to any person to whom it is unlawful to
make such offer or solicitation in such state. Neither the delivery of this Prospectus nor any sale
made hereunder shall, under any circumstances, create any implication that there has been no
change in the affairs of the Company since the date hereof.
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IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVER-
ALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE
MARKET PRICES OF THE DEBENTURES AND THE COMMON STOCK OF THE COM-
PANY AT LEVELS ABOVE THOSE WHICH MIGHT OTHERWISE PREVAIL IN THE
OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED
AT ANY TIME.

Until ... all dealers effecting transactions in the registered securities, whether or not participating
in this distribution, may be required to deliver a prospectus. This is in addition to the obligation of dealers to deliver
a prospectus when acting as underwriters and with respect to their unsold allotments or subscriptions.
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THE COMPANY

Memorex Corporation designs, develops, manufactures and sells precision magnetic tape products. The
Company was incorporated February 9, 1961, under the laws of the State of California. Principal offices,
laboratories, and production facilities are located in Santa Clara, California. Unless the context otherwise
indicates, the terms “Memorex” and the “Company” as used herein mean Memorex Corporation and its
consolidated subsidiaries.

Precision magnetic tape consists of a chemical formulation of magnetic oxide, polymer resins, solvents
and other raw materials which are processed and coated upon a continuous web of film base material. The
precision character of the Company’s products results from the precise requirements of the formulation, the
intricacy of manufacturing processes, the high degree of quality control exercised, and the electronic and
physical specifications of the end-products.

Precision magnetic tape is used in mass data recording, storage and reproduction by computers and other
digital and analog data systems. It is also used in closed circuit and commercial television installations for the
recording and reproduction of television pictures and sound. Precision magnetic tape does not encompass
audio or sound recording tape, which is a non-precision product involving an industry of considerably less
technology, personnel, and physical facilities.

Although no reliable industry statistics are available, the Company estimates that the current annual rate
of industry sales of precision tape products is somewhat greater than $100 million. Growth of the industry
in the last decade has been relatively high and has reflected the increasing use of magnetic tape recording
equipment in the computer, instrumentation and television markets. There is no assurance that such growth
will continue at the rates of recent years.

PURPOSE OF ISSUE

Since mid-1965, Memorex has significantly expanded its facilities and manufacturing capacity at Santa
Clara through new construction and additions to property and equipment. Upon completion of additions now
in progress, expected in late 1966, installed manufacturing capacity will be double that of mid-1965, and
the Company’s Santa Clara facilities will occupy 185,000 square feet as compared with 60,000 square feet
in early 1965. The total cost of these additions will be approximately $8 million, of which $3 million had been
expended at June 30, 1966, such funds having been obtained principally through bank loans, and approxi-
mately $5 million will be expended during the remainder of 1966.

Of the net proceeds from the sale of the Debentures, estimated at §................ , approximately $6 million
will be applied to the repayment of all existing bank indebtedness, including indebtedness incurred in the
Company’s 1966 facilities expansion program. The Company expects that all of the balance will be expended
in its 1966 expansion program, as discussed above.

DIVIDEND POLICY

The Company has not paid or declared any dividends since its organization. It is the Company’s policy
to retain earnings, since capital requirements are expected to be significant as its business continues to expand.
Accordingly, the Company has no present intention to pay cash dividends on its Common Stock.



CONSOLIDATED STATEMENTS OF INCOME

The following consolidated statements of income of the Company and subsidiaries for the five years ended
December 31, 1965, have been examined by Arthur Andersen & Co., independent public accountants, as set
forth in their opinion included elsewhere in this Prospectus. The consolidated statements of income for the
six-month periods ended June 30, 1965 and 1966 including the related notes, not examined by independent
public accountants, reflect, in the opinion of the Company, all known adjustments necessary to present fairly
the earnings for such periods. These statements should be read in conjunction with the financial statements
and related notes included elsewhere in this Prospectus.

Six Months Ended
June 30,
Year Ended December 31, (Unaudited)
19610 1962 1963 1964 1965 1965 1966

Net Sales $ — § 475340 $3,486,263 $8,041,881 $13,098,835 $5815572 $10,581,752
Operating Costs and Expenses:

Preproduction expenses ................ 307,959 357,118 —_ — —_ —_ -

Cost of sales — 497,233 2,181,360 4,678,970 7,751,303 3,494,919 5,764,813

Research and development........... —_ 100,356 288,371 451,609 746,647 355,102 565,895
Marketing and advertising............ — 130,094 365,707 570,966 1,029,658 487,756 878,939
General and administrative............ —_ 36,179 122,525 259,876 678,493 296,787 708,712
Profit sharing expense.......ccceeeeneee — — —_ — 280,185 113,119 260,500

307,959 1,120,980 2,957,963 5961421 10,486,286 4,747,683 8,178,859

Income (loss) from opera-

HONS  —eeeemeeemeeceeeeeeeeceesameenee (307,959)  (645,640) 528,300 2,080,460 2,612,549 1,067,889 2,402,893

Interest EXpense .......coeoeeemccnnees 6,000 48,154 74,204 118,812 131,216 50,204 102,232
Net income (loss) before
Federal and forexgn in-

come taxes ...oo.eee.n.- (313,959)  (693,794) 454,096 1,961,648 2,481,333 1,017,685 2,300,661
Provision for (Reduction of ) In-
come Taxes:
Federal — —_ 236,000 959,774® 1,117219®) 478,552 988,000
Foreign — - — — 32,781 12,000 97,600
Reduction of Federal income tax
arising from loss carryforward (236,000) (277,000)

— — - 682,774 1,150,000 490,552 1,085,000

Net Income (Loss) :
After reduction of Federal in-
come tax arising from loss
carryforward .o $ 454,096 $1,278,874

Before reduction of Federal in-
come tax arising from loss
carryforward ..ooeeeceennnnen. $(313,959) $(693,794) $ 21809  $1,001,874 $ 1,331,333 $ 527,133 $ 1,215,661

Net Income (Loss) Per Share@):

After reduction of Federal in-

come tax arising from loss
carryforward ocvennvescnnennnee $.48 $1.33

Before reduction of Federal in-
come tax arising from loss

carryforward e $(42) $(.85) $23@ $1.04® $135 $ 54 8 121

Ses notes fo consolidafed statements of income on following page.
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NOTES TO CONSOLIDATED STATEMENTS OF INCOME
(Including notes applicable to unaudited periods)

® The consolidated statement of income for the year ended December 31, 1961, includes the results of operations of the Com-
pany since its inception in February, 1961.

® The provision for Federal income taxes includes deferred taxes resulting from use of the straight-line method of deprecia-
tion for book purposes and the declining-balance method for tax purposes as follows: 1964—$114,000; 1965—$118,050; six
months ended June 30, 1966—$75,150.

The accumulated investment tax credit has been used to reduce accrued Federal income taxes otherwise payable on
income for 1964, 1965 and the six months ended June 30, 1966. The charge equivalent to such credit has been classified in
the consolidated statement of income as additional depreciation. This classification results in increases in the provision for
depreciation included in cost of sales, and corresponding reductions in income before taxes and in the provision for Federal
income taxes, with no change in net income, as follows: 1964—$40,226; 1965—$26,000; six months ended June 30, 1966—
$50,000.

The 6% Convertible Subordinated Promissory Notes in the principal amount of $1,208,000 previously outstanding were con-
verted on December 26, 1964, into 382,650 shares of the Company’s common stock (after reflecting the thirty-for-one stock
split approved by the shareholders and effected on December 31, 1964).

If the promissory notes had been originally issued as common stock, interest expense in both 1963 and 1964 would have
been reduced by $36,240 (net of applicable Federal income taxes), Net income per share (before reduction of Federal income
taxes arising from loss carryforward) on this basis would have been $.27 in 1963 and $1.08 in 1964.

@ Net income (loss) per share has been computed on the basis of the average number of shares outstanding during each period,
and gives effect retroactively to the conversion of the promissory notes and the thirty-for-one stock split in 1964. The average
number of shares outstanding on this basis was:

Number
of Shares
Year Ended December 31,
1961 750,000
1962 817,770
1963 955,650
1964 964,050
1965 987,590
Six Months Ended June 30,
1965 982,756
1966 1,004,619

In the second half of 1966, the Company proposes to increase expenses for marketing, research and
development activities, which increases are expected to result in a reduction in the ratio of net profit to sales
compared to that experienced in the first half of the year.



CAPITALIZATION

The capitalization of the Company at June 30, 1966 and as adjusted to give effect to the sale of Debentures
offered hereby and the application of a portion of the proceeds (see “Purpose of Issue”) was as follows:

Title Quistanding To Ba Ouistanding

Bank Loans under various Loan Agreements@................ $5,185,513 $ —
Other Indebtedness® 1,351,052 181,052
....% Convertible Subordinated Debentures due 1986.... — 12,000,000
$6,536,565 $12,181,052

Common Stock ($1 par value), 5,000,000 Shares
Authorized® 1,006,641 Shares 1,006,641 Shares

@ See Consolidated Financial Statements for further information concerning the Company’s indebtedness.

® Includes 89,875 shares initially reserved for issuance upon exercise of options under the Company’s stock
option plans (see “Employees Stock Option Plans”) and ... shares initially reserved for issuance
upon conversion of the Debentures offered hereby.

Information concerning Memorex’s obligations under leases is found under “Description of Business—
Properties” and in Note 6 to the Consolidated Financial Statements.

MARKET PRICE RANGE OF COMMON STOCK
The Common Stock of the Company has been traded in the over-the-counter market since March 3,
1965. The following table shows the high and low bid prices for the Common Stock for the periods indicated
as compiled from sources published by the National Quotation Bureau, Inc. These bids are those quoted
by dealers to each other in the over-the-counter market, do not include retail markup, markdown or com-
mission and may not represent actual transactions.

Period High Bid Low Bid
1965:
First Quarter (from March 3).................. 33 2914
Second Quarter 37% 23Y4
Third Quarter 2914 2334
Fourth Quarter 33 25
1966:
First Quarter 4414 3034
Second Quarter 5434 42
Third Quarter (through July 15).............. 58 52Y

On July 15, 1966, the reported high bid and low asked prices for the Common Stock were 5614 and

5634, respectively.
DESCRIPTION OF BUSINESS

Markets and Customers

The Company’s products are “supply” items which are typically sold when customers acquire data
processing and recording equipment or television recording equipment, expand the scope of usage of such
equipment, or replace their existing libraries of tape because of wear or technological obsolescence. Thus
demand for precision tape products is related to the growth of installations and the degree of utilization of
computers and other data recording systems, as well as stabilized by the continuing requirements of estab-

lished users.
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Memorex’s sales of precision tape for use in computers and other digital and analog data recording
systems amounted to 87% of its total sales volume during the first six months of 1966. About 95% of
sales in 1965 and substantially all sales prior to 1965 were in this category. Sales for use in television recording
amounted to 13% of total sales volume during the first six months of 1966 and about 5% in 1965. The increase
in the relative amount of sales of television recording tape during 1966 reflects the successful introduction
by the Company of a commercial broadcasting television tape in late 1965. Of sales during the first six months
of 1966, 29% were sales to civilian, space and defense agencies of the United States Government, 17% to
manufacturers of digital and analog data processing equipment, and 54% to several hundred industrial and
commercial businesses, banks, insurance companies, educational and scientific institutions. In 1965 the break-
down was 32%, 16%, and 52%, respectively. No single customer accounted for more than 7% of total sales
during the first six months of 1966. Included in the 1965 sales to government agencies were sales to the
National Aeronautics and Space Administration (NASA) which amounted to 13% of total sales. No other
customer accounted for more than 7% of sales during 1965.

Future sales to government customers could be adversely affected by any substantial general curtail-
ment of spending for space and defense activities. Government contracts are subject to cancellation at the
convenience of the government and pursuant to the renegotiation laws may be subject to renegotiation and/or
price redetermination.

At June 30, 1966, the Company’s backlog of unfilled orders was approximately $3,400,000, compared
with $1,100,000 a year earlier. Orders received are normally cancellable without significant penalty to customers,
but the incidence of cancellations has been negligible. Most users of precision tape tend to order supplies for
relatively short term usage. Others contract with suppliers to provide annual requirements to obtain volume
price discounts and place orders for deliveries from time to time against the contracts. Extended future com-
mitments are not common in the industry because, among other reasons, customers are assured delivery of
their requirements within days after orders are placed. Hence, the Company’s backlog of unfilled orders at
any given time does not reflect the total amount of immediate future business which it may expect to enjoy.

Marketing Activities

In the United States Memorex markets its products primarily through its own direct sales organization.
Sales engineers with experience in precision tape applications are located in 15 strategic market centers.
Liaison between customers and quality control and product development personnel in Santa Clara is also
performed by the Company’s Customer Technical Service organization composed of engineers and scientists.

International marketing activities were initiated by the Company in the latter half of 1964. Sales to
customers abroad represent about 13% of total sales in 1965 and about 20% of total sales in the first six months
of 1966. More than three-quarters of these sales were made in Europe by the Company’s subsidiaries and
affiliates and the balance principally in Canada, Mexico, Japan, and Australia by distributors.

Product Prices

The Company’s practice is to sell at list prices which are published from time to time for the different
widths, lengths, and packaging configurations of its product, as well as for the different levels of quality
control testing certified to the user. Deviations from list prices are made in special cases of large quantity
orders or in the bidding and negotiation of supply contracts.

In recent years, prices in precision tape markets have generally declined. To counter this industry trend,
Memorex has succeeded in selling an increasing proportion of higher priced products. The Company can
make no meaningful representation regarding the future course of industry price levels or its ability to cope
with possible adverse price trends. It believes that its opportunity to command relatively high prices, such
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as it has enjoyed to date, will be dependent upon the future success of its product improvement and research
activities.

Competition

. The precision tape manufacturing industry in the United States is comprised of seven major companies
each of whose annual production is estimated to exceed two million dollars and several small companies whose
aggregate output approximates that amount. The absence of reliable statistics makes it difficult to state
Memorex’s relative position, but the Company believes that its current volume of precision tape production
is substantially exceeded by only one competitor.

Of the six other major producers in the U. S., three possess substantially greater financial resources,
facilities and personnel than the Company. There are no foreign manufacturers of precision magnetic tape
in significant volume.

Memorex has not sold its product to IBM, whose purchases of precision tape for resale to users of its
systems establish it as the tape industry’s largest customer, as well as the principal seller of tape to computer
users. The Company has no statistical or other basis which would enable it to make a meaningful statement
regarding the extent to which users of IBM systems are also supplied by Memorex or other tape manufacturers
and distributors. Tape customers commonly operate data processing equipment of more than one system
maker and information is not readily available regarding the specific use of their tape purchases. The Com-
pany’s product is compatible for use on substantially all of the major makes and types of digital and analog
recording and computing systems in general use.

Magnetic tape recording devices for mass-data storage enjoy economic advantages relative to some kinds
of other devices and technical advantages relative to others. These economic and technical advantages include,
among others, a relatively (to all other storage devices usable for the same purposes) low cost per bit of data
stored, ability to record data over a wide frequency spectrum, the reuseable and relatively durable characteris-
tics of tape, sequential recording of data which naturally occurs in sequential modes, and ease in transporting
tape-recorded data between recording installations and within libraries. Technological obsolescence of existing
precision tape products will result in part from advances in magnetic tape recording technology and consequent
requirements for new and improved precision tape products. Although the rate of technological development
in the design of the memory devices has been rapid in recent years, the Company is aware of no development
which threatens to supersede the general use of precision magnetic tape for mass-data storage. Relatively
long random access time, a characteristic of magnetic tape resulting from its sequential recording of data,
constitutes an important disadvantage of magnetic tape for some types of computer memory applications
other than mass-data storage. Magnetic memory media which provide more rapid access to stored information
(but substantially less storage capacity as compared with tape) include the disc pack memories recently made
available on a commercial basis by several major computer system manufacturers. The Company’s activities
with regard to disc pack memory devices are described under “Disc Pack Corporation” herein. There is no
assurance that technological advances in memory devices of computers and other data processing systems
will not limit or encroach upon the present applications and advantages of magnetic tape.

Research Activities

Memorex engages in an extensive research and development program which is intended to maintain and
improve the technological position of existing products and to develop new products. The level of these
activities has increased substantially during each year of the Company’s operations. Activities include
development of new chemical formulations, investigations in the use of alternate raw materials, and modifica-
tions in design of manufacturing processes and equipment. These activities involve the work of polymer
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