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Consumer and Business Media Group

Robert Jaunich Il
Vice President and
General Manager

The Vice President
and General Manager
for Consumer and
Business Media, Mr.
Jaunich, 35, joined
Memorex in 1970
from Procter &
Gamble, where he

was a brand manager.

The Consumer and Business Media
Group was created in 1974 to more
effectively focus the Company’s program
of diversification into new products, new
markets and new customers.

Memorex’s reputation for excellence in
information media has radiated beyond
the Company’s traditional market areas.
Triggered by one of the most memorable
consumer advertising campaigns in
recent years, Memorex has become a
household name. From the jingo “Is it
live or is it Memorex?”, fully 60 percent
of all males in this country over the age
of 18 are now aware of the Memorex
label.

Consumer and Business Media has used
this point of departure to launch a wide
range of information media products for
the consumer, the entertainment and
broadcast industries, education and
training, and business communications.

Consumer Products

The Group’s best known and best selling
product is audio tape in cassette, eight-
track and reel-to-reel formats. 1974 was
the year that decisively established
Memorex as the second leading audio
tape supplier in the United States. Excel-
lence of product quality and marketing
programs, coordinated with a memorable
advertising campaign, responsive cus-
tomer service, and selective price in-
creases were prime factors in this strong
showing. At the same time, new products,
such as recording head cleaning cas-
settes and storage albums, were intro-
duced into a ready made market that
appears to have substantial growth
possibilities.

An important achievement in the con-
sumer product area in 1974 was the
development of new markets and the
strengthening of its organization to serve
these markets. This continuing
broadening of the marketing base will
facilitate introduction of new

products as they are developed.

The domestic marketing expertise

helps the Company prepare for the emerg-
ing opportunities in the international
markets.

Professional Products

Memorex manufactures and markets a
wide range of video and audio tape prod-
ucts. These include video tape and audio
tape used in the professional broadcast
and recording industries; video tape for
closed circuit television; industrial appli-
cations and training; audio training tape
cassettes and duplicator tape sold pri-
marily to industrial, education and gov-
ernment markets; and the convenient,
increasingly popular video cassette
cartridge.

Isitliveor

in our most recent test, we
asked Ella Fitzgerald's old
friend and longtime jazz
arranger, Nelson Riddle, if he
was listening to Ella live, or
Ella as recorded on a
Memorex cassette.

He couldn't tell

We believe that's a strong
endorsement of our exclusive
MRX: Oxide formulation.

In fact, since we introduced
MRX; Oxide, a lot of other ferric
tapes have been scrambling |
1o find something to beat it

Nobody has.

MEMOREX ecording Tspe.

181t iive, or is it Memorex?

Sales of closed circuit television tape
increased sharply in 1974, and the Com-
pany enters 1975 with expanded pro-
duction capabilities to meet this demand.

Revenue improved substantially for other
professional products; especially in blank
duplicator tape, which is sold to record-
ing companies who record and reissue
under their own label.

Video market experts see the long
delayed demand for video cassettes
coming to realization. Increasingly, pro-
ducers of training and educational
materials are turning to video cassette
packaging in response to customer
demand for convenience and reliability.
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tmorex is one of the few manu-
cturers with the required sophisticated
technology to manufacture this
product.

Beyond the immediate market, as the cost
of video cassette player-recorders con-
tinues to decline, the enormous potential
for home entertainment and self-
improvement education and training

on video cassette may be realized.

Word Processing

“Word Processing” is a new term in the
business world used to describe the
merging of the traditional processes of
generating written information with the
new technologies borrowed from the
computer and information processing
fields. Today, a letter or a report may
arrive on the secretary’s desk stored on
a belt of magnetic tape or miniature
audio cassette. It may not be typed on
paper but displayed on a TV screen,
stored in a miniature memory or recorded
n microfilm. There are compelling
Qonomic reasons for getting all infor-
ation into common storage and

retrieval media so that people and
machines can have access to the same
information. Word processing is a
natural extension of Memorex’s market-
ing and technical capabilities.

1. Very effective advertising and promotion
have played an important role in the growth
of Memorex’s audio tape business. The “Is It
Live Or Is It Memorex?”” campaign and the
earlier “‘Shattering Glass” theme established
Memorex as a household word.

2. Memorex sells a broad line of supplies for
the expanding word processing market. A
leading manufacturer in this large market,
Memorex’s products are compatible with the
most popular makes of business machines.

3. Total environmental control is maintained
in the manufacture of magnetic cards and
other magnetic media products.

4. Attractive display stands help promote
Memorex audio tape in thousands of retail
outlets across the country.

‘Aemorex magnetic cards’ cost and perfor-
nce features helped establish the Company
as the leading independent supplier of these

cards for use in automatic typewriters.

6. Vince Cestra controls the process which
slits audio tape into .150 inch-wide strips for
placement in cassettes.

During 1974, the Company established
itself as a prime supplier in this rapidly
developing market. The association of
the Memorex name with excellence pre-
disposes the potential customer to try a
new Memorex product, but it is the
product and the customer service offered
by the Consumer and Business Group
that is generating repeat business.

Several new products were brought to
market in 1974, including a toner for all
new generation Xerox copiers, a tape
cassette for office dictation machines,
IBM-compatible typewriter ribbons and
magnetic card coding pens. Customer
reception of another new product,
“writable” surface magnetic cards for
use in IBM automatic typewriters, helped
establish Memorex as the leading inde-
pendent supplier of magnetic cards.

—
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Memorex Word Processing products are
fully compatible with the most widely
used brands of office equipment. For
example, Memorex offers separate toners
for IBM and Xerox copiers, magnetic
cards for IBM, Xerox, and Remington
Reactron automatic typewriters, and
dictation belts, tape cartridges, and
typewriter ribbons for IBM equipment.




International Operations

Memorex has outstanding sales, service,
and distribution capabilities in most
major countries outside of the United
States. In order to effectively serve
customers in these countries, Memorex
has established companies in many of
them and distribution structures in others.
The Memorex companies are managed
and staffed nearly exclusively by na-
tionals. The excellence of these organiza-
tions is reflected in the fact that they
generate about forty percent of total
Memorex worldwide revenues.

In order to effectively support these
country and distribution organizations
and to develop other international mar-
kets, two international groups have been
established. The first is headquartered
in Liege, Belgium, and is responsible for
Europe, the Middle East and Africa. It is
abbreviated as EUMEA. The other has
headquarters in Santa Clara and is
responsible for Canada, Latin America,
Japan, Australia and Asia. It is known as
the Americas and Asia Group.

Europe, Middle East and Africa (EUMEA)

William S. McCalmont
Vice President and
General Manager,
EUMEA

Mr. McCalmont, 43,
General Manager of

with Memorex since
1969, joining the

Data Corporation where he held the position
of Manager, Northern European Operations.

Prior to 1974, EUMEA headquarters was
located in London, while the manufac-
turing and distribution facility that serves
EUMEA was located in Liege, Belgium,
During the year, EUMEA headquarters
was moved to the Liege facility.

The effect of this move was to co-locate
all of the marketing, sales and financial
personnel with the manufacturing, serv-
ice and distribution activities. Benefits
derived from this move include improved
customer service, faster communication
and reduced overhead costs.

During the year, Memorex maintained
its position as a leading supplier of in-
formation storage and retrieval products
in traditional markets. In addition, prod-
uct, service and marketing activities
were expanded.

e OEM support activities were en-
hanced at Liege consistent with the
renewed dedication to effectively
serving OEM customers.

® Maintenance service was provided
for products other than those
manufactured by Memorex.

® Disc drives were sold to the Eastern
Europe market consistent with
applicable regulations.

® Consumer audio products were
successfully marketed in the United
Kingdom for the first time.

e Video tape markets were developed
in the Middle East and Africa.

EUMEA. He has been |

Company from Control .

is Vice President and P T iy

1. EUMEA Headquarters, Liege, Belgium.

2. A large number of Memorex disc drives
serve Datamont, the extensive data processing
subsidiary for the huge Montedison industrial
complex in ltaly.

3. Fuji Photo Film Co. of Japan attaches the
3670 Disc Storage Subsystem and the 1270
Terminal Control Unit to its 370 System for
revenue and inventory control functions. Fuji,
the first manufacturer in Japan to operate

an on-line information system, is one of the
world leaders in film production. 0




Americas and Asia

Richard L. Renne
Director and General
Manager, Americas
and Asia

Mr. Renne, 49, is
General Manager-
Americas and Asia.
He joined the Com-
pany in 1969, coming
from Control Data
Corporation where he
held the position of General Manager, Far East.

The establishment of a separate group
covering Americas and Asia gave recog-
nition to the growing importance of the
markets it serves. Because of its location
in Santa Clara, this group is able to
utilize the resources of all of the domestic
groups in providing effective support for
country and distribution activities
throughout the geography it serves.
During the year, a number of initiatives
were taken to expand product, service
and marketing activities.

® In Japan, the Company strengthened
its position as the leading supplier of
plug-compatible peripheral equip-

ment. In addition, it began test
marketing of a computer directed
label printer.

In Canada, the company installed
additional communication control
units and now has more installations
than any other independent supplier.
In addition, word processing prod-
ucts were successfully introduced to
the Canadian market.

In Australia, the installation of key-
board printer terminals passed the
century mark.

A number of major installations of
Computer Output Microfilm equip-
ment were made in Argentina.

In Puerto Rico, Memorex concur-
rently liberated cash and enhanced
market coverage by selling its
operations to local entrepreneurs.




Financial Review
Revenues

Memorex worldwide revenues increased
more than $40 million in 1974 to
$217,627,000, a 23% gain over 1973
revenues of $176,923,000. This improve-
ment in revenues was accomplished
despite the difficult economic environ-
ment that prevailed throughout the world
for most of the year. Increased activity in
all product categories accounted for the
jump in revenues. Sales of computer
peripheral equipment provided the
greatest growth, reflecting the Company’s
strategic emphasis on outright sales of
these products, coupled with a more
moderate growth rate for the investment
in equipment for lease.

. Lease D Sale

REVENUES: SALE & LEASE
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Fourth quarter 1974 revenues were
$59,569,000, an increase of 23% over
revenues of $48,439,000 in the similar
1973 period. Loss for the quarter was
$2,533,000, or 59 cents per share. Loss
for the fourth quarter of 1973 was
$13,813,000, or $3.20 per share.

Total Revenues (000’S) ...................
Net:12ossi(0001s) wBlf e s s s e v s wim 5758

Loss per Common Share ..................

Sources of revenues continue to be
diversified, avoiding a dependence on a
single market area. Revenues are divided
nearly evenly between equipment prod-
ucts and media products. Domestic
operations contribute approximately 60%
of total revenues with international
operations accounting for the balance.

. Equipment D Media
REVENUES: EQUIPMENT & MEDIA
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REVENUES: DOMESTIC & INTERNATIONAL
MILLIONS OF DOLLARS
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Three Months Ended
December 31

Year Ended
December 31

1974 1973 1974 1973
$59,569  $48,439  $217,627  $176,923
(2,533)  (13,813) (8,972)  (119,090)
$ (59 $ (3200 $ (2.08) $ (27.63)

Results of Operations

The loss for the year was $8,972,000, or
$2.08 per share, compared to the 1973
loss of $119,090,000, or $27.63 per share.

Significant operational improvements arp

major contributors to the sharply reduce
losses in 1974.

Losses for 1974 were significantly
impacted by the weakness of the dollar in
foreign exchange markets, coupled with
a change in the Company’s accounting
practice to a preferable method of
reporting gains or losses on translation of
foreign currency indebtedness. The
combined results of these factors were
charges to income totaling $3,265,000 in
1974, of which $2,153,000 was
attributable to the change in accounting
practice.

A number of other policy decisions
contributed to the loss for the year.

Asset adjustment write-offs and addi-
tional depreciation of $7.0 million were
taken during the year to reflect properly
the economic values of certain products.
These write-offs were partially offset by
net credits (predominately recoveries) of
$2.2 million from the computer systems

program. Additionally, actions taken to 0

resolve operational problems and selec
tively to reduce facilities and personnel
have resulted in significant one-time
charges for the year.

PROFIT (LOSS) 1970-1974
MILLIONS OF DOLLARS
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EARNINGS (LOSS) PER SHARE 1970-1974
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Asset Management

Among the most important accomplish-
ments of 1974 were results achieved from
emphasis on asset management. It is
particularly noteworthy that 1974 was the
first year in the history of Memorex that
a positive cash flow from operations was
achieved. Cash and cash investments
increased nearly $8 million during the
year to $11,783,000. This substantial cash
improvement was accomplished with net
cash debt repayments of $18.5 million,
the additional investments required to
pport the more than $40 million of
venue growth, and the need to support
the 1974 loss and those investments
required to provide for the Company’s
future growth.

Financial Position

Principally as a result of the revised
credit agreements with its senior lenders,
the Company’s financial position was
transformed to provide the basis for
future financial stability. The principal
elements of the revised lender
agreements were:

e Conversion of $40 million of senior
debt principal to preferred stock.

e Conversion of $10.4 million of
interest on senior debt to preferred
stock.

® Payment of interest on senior debt in
preferred stock at 4% through 1977.

® A $35 million line of credit through
1978 for new equipment placed on
lease which can be utilized to the
extent of repayments of existing
senior debt.

SHAREHOLDERS’ DEFICIENCY 1970-1974
MILLIONS OF DOLLARS
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Because of the revised credit agree-
ments, the Company’s net worth deficit
was decreased by $63,180,000 to

$23,677,000 at year-end 1974.

SENIOR DEBT 1970-1974
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In summary, 1974 was the transitional
year for Memorex. Critical problems were
addressed and their costs absorbed.
Management of cash and other assets
demonstrated the Company’s ability to
be successful despite a difficult and
changing worldwide economic environ-
ment. Lastly, the confidence of its senior
lenders in the Company’s management,
products and growth potential resulted in
financial restructuring necessary to
permit the Company to realize its future.

Three Months Ended
December 31

(Unaudited)
1974 1973

Revenue:

Sales ......... $34,726,000 $ 24,063,000

Rental and

Service ....... 24,843,000 24,376,000

59,569,000 48,439,000

Operating Costs

and Expenses.. 58,526,000 56,504,000
Income (Loss)

from Operations 1,043,000 (8,065,000)
Interest Expense.. (3,576,000) (5,748,000)

Net (Loss) ...... $ (2,533,000) $(13,813,000)
Net (Loss)

Per Share ... .. $ (.59) $ (3.20)
Notes:

(A) In the fourth quarter 1974, the Com-
pany changed its policy of currency
translation on foreign currency
indebtedness. This change in policy
resulted in a charge against income
for 1974 of $2,153,000, of which
$1,207,000 was applicable to the
three months ended December 31,
1974. The remainder of $946,000 was
retroactively recorded in the prior
quarterly results in 1974, Such
change, if retroactively applied to
1973, had no material effect on 1973.
The change and its effect on the first
three quarters of 1974 are as follows:

(Increase) Adjusted

Three Months Decrease to Income

Ended Reported Loss or (Loss)
March 31 $ (1,602,000) $ (1,607,000)
June 30 — (5,345,000)
September 30 656,000 513,000
Total $ (946,000) $ (6,439,000)

The loss for the fourth quarter of
1974 also included other foreign
exchange and translation losses of
$973,000.
(B) Included in the fourth quarter 1973
loss were charges against income
totalling $4,465,000: $3,600,000 in
asset revaluation and additional
depreciation charges; and $865,000
in foreign exchange and translation
loss.
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Annual Meeting of Shareholders

You are cordially invited to attend
Memorex’s Annual Meeting of Share-
holders which will take place on Thurs-
day, April 24, 1975, at 10 A.M., California
Time, in the Fiesta Room of the LeBaron
Hotel, 1350 North First Street, San Jose,
California. Resolutions to be voted by
shareholders are described in the Proxy

material which accompanies this report.
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Memorex Common Stock and 52 %
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

Memorex Common Stock and 5% % Convertible Subordinated Debentures are

O

Registrars:

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

514% Convertible Subordinated
Debentures

Transfer Agent & Registrar:

Bank of America-NT&SA
Corporate Agency-Service Center
P.O. Box 37002

San Francisco, California 94137

traded over-the-counter. Prior to July 7, 1973, they were traded on the New York
Stock Exchange. The following tables show the reported high and low sales prices
on the New York Stock Exchange through July 6, 1973, as reported by the Wall Street
Journal and the high and low bid and asked prices thereafter on the over-the-counter
market as reported by the National Quotation Bureau, Inc.

COMMON STOCK

CONVERTIBLE DEBENTURES

YEAR Sales Prices Sales Prices
1973 High Low High Low
1st Quarter 18%2 Ve 4672 33%a
2nd Quarter 8% 2V 3872 12
3rd Quarter (through July 6) 638 4> 26% 22V,
Bid Prices Asked Prices Bid Prices  Asked Prices
High Low High Low High Low High Low
3rd Quarter (from July 7) 4V 2% 4% 2% 14 5 15 9
4th Quarter 4% 1% 4% 1% 20 5 21 13
1974
1st Quarter 4 1% 4Ya 2 18% 13 19% 15
2nd Quarter 4% 3 5 3% 27 13 28 2112
3rd Quarter 4% 1% 4% 2 25%, 18 2672 20
4th Quarter 3% 1% 3% 1% 22 18 24 1912
1975
1st Quarter (through
March 20) 47 1V 5% 1% 36 18 38 19%2

No dividends have been paid on the Common Stock.

O
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Management

Directors

Robert C. Wilson
Memorex Chairman of the Board,
President and Chief Executive Officer.

Robert L. Chambers

Chairman of the Board and Chief
Executive Officer, Envirotech Corpora-
tion, Menlo Park, California, manufacturer
of waste control and process equipment.

Alger Chaney

Chairman of the Board, Medford Corpo-
ration, Medford, Oregon, forest products
manufacturer; Vice President and Direc-
tor, Baker, Fentress & Company, San
Francisco, California, a non-diversified,
closed-end registered investment
company.

Philip J. Gomez
President and Director, Western Gear
orporation, Los Angeles, California,
énufacturers of mechanical systems,
ecialized machines and power
transmission equipment.

Vester T. Hughes, Jr.

Partner, Jackson, Walker, Winstead,
Cantwell & Miller, Dallas, Texas, a law
firm.

Alvin C. Rice

Executive Vice President, Bank of
America National Trust and Savings
Association, San Francisco, California.

T. Robert Sandberg

Vice President (Ret.), Cutter Laboratories,
Inc., Berkeley, California, pharmaceutical
manufacturer and distributor.

Benno C. Schmidt

Managing Partner, J. H. Whitney &
Company, New York City, New York, a
private investment firm.

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

Board Committees

Executive Committee

Mr. Wilson, Chairman; Members, Messrs.
Schmidt, Rice, Sandberg and Vermeulen.

Audit Committee

Mr. Hughes, Chairman; Members, Messtrs.

Rice, Chambers and Chaney.

Stock Options and Compensation
Committee

Mr. Schmidt, Chairman; Members, Messrs.

Rice and Gomez.

Officers*

Corporate Operating Committee

*Robert C. Wilson, President, Chief
Executive Officer, Chairman

*George L. Bragg
Vice President, Corporate Development

*James Dobbie
Vice President and General Manager,
Computer Media

*Robert L. Erickson
Vice President and Secretary

*Robert Jaunich I
Vice President and General Manager,
Consumer and Business Media Group

*Roger W. Johnson
Vice President and General Manager,
Equipment Products Group

*William S. McCalmont
Vice President and General Manager,
Europe-Middle East-Africa Group

*Henry C. Montgomery
Vice President, Finance

Richard L. Renne
General Manager, Americas and Asia
Group

John G. Pew
Director, Industrial Relations

Staff

*Donald M. Campbell
Treasurer

George E. Dashiell
Vice President, Equipment Products
Group Marketing

John R. Eastling
Vice President, Litigation Support
Activity

Arthur W. Fonda
Director, Materials, Energy and
Distribution

E. Douglas Larson
Vice President, Special Assignments,
Equipment Products Group

Hiroshi Nagakura
Vice President of Materials Operation,
Equipment Products Group

*Edward J. Phillippe
Vice President and Controller

James Simpson
Vice President and General Manager,
Liege Operations
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Memorex Corporation

Memorex Sales and Service Offices
National and International

United States

Alabama
Arkansas
California

Colorado
Connecticut

District of Columbia
Florida

Georgia
Illinois

Indiana
Kansas
Kentucky
Louisiana
Maryland
Massachusetts
Michigan
Minnesota
Missouri

Nebraska
New York

New Hampshire
North Carolina

Ohio

Oklahoma

Oregon
Pennsylvania

Rhode Island
Texas

Virginia
Washington
Wisconsin

International Offices

Birmingham EUMEA Headquarters: Liege, Belgium
Little Rock

Los Angeles Austria Vienna
Sacramento Belgium Brussels
San Diego Denmark Copenhagen
San Francisco England London
Denver Manchester
Greenwich Coventry
Hartford Finland Helsinki
Washington France Paris
Jacksonville Lyon
Miami Lille
Tampa Germany Munich
Atlanta Stuttgart
Chicago Cologne
Peoria Frankfurt
Indianapolis Hamburg
Kansas City Italy Milan
Louisville Rome
New Orleans Padua
Baltimore Turin
Boston Bologna
Detroit Lebanon Beirut
Minneapolis Netherlands Amsterdam
St. Louis Norway Oslo
Berkeley Spain Madrid
Omaha Switzerland Zurich
Albany Geneva
Buffalo Sweden Stockholm
New York City Malmo
Syracuse Gothenburg
Rochester

Hainesport

Greensboro

Raleigh

Charlotte

Cincinnati

Cleveland

Columbus

Oklahoma City

Tulsa

Portland

Philadelphia

Allentown

Mechanicsburg

Pittsburgh

Providence

Dallas

Houston

Richmond

Seattle

Milwaukee

Americas and Asia Headquarters:
Santa Clara, CA., U.S.A.

Argentina
Australia

Brazil

Canada

Japan

Mexico
Peru
Venezuela

Buenos Aires
Sydney
Melbourne
Sad Paulo
Rio De Janeiro
Toronto
Montreal
Ottawa
Vancouver
Edmonton
Tokyo
Osaka
Nagoya
Kyushu
Hiroshima
Mexico City
Lima
Caracas
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