
















































































iubsequent Event
odification to Credit Agreement

On March 13,1981, the Company obtained a modification,
effective January 30, 1981, to its revolving credit/term loan
agreement. This modification, which now requires the
Company to maintain at least $180 million of tangible net
worth (as defined), expires on May 30, 1981. Although no
assurances can be given, management believes that it will
be able to obtain changes to this and its other credit
agreements so that the Company will not be in violation of
any covenants when the January 30, 1981 and June 1980
modifications expire.

Report of Independent Accountants

To the Shareholders and Board of Directors of
Memorex Corporation:

We have examined the consolidated balance sheets
of Memorex Corporation and subsidiaries as of
December 26,1980 and December 28,1979 and the
related consolidated statements of operations, common
shareholders’ equity, and changes in financial position for
ch of the three years in the period ended December 26,
0. 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 as we considered necessary
in the circumstances.

In our opinion, the consolidated financial statements
referred to in the preceding paragraph present fairly the
financial position of Memorex Corporation and subsidiaries
at December 26,1980 and December 28,1979 and the
results of their operations and the changes in their

financial position for each of the three years in the period
ended December 26,1980, in conformity with generally
accepted accounting principles consistently applied.

San Jose, California

January 27,1981

(March 13,1981 as to note
on subsequent event).
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Quarterly Summary (Unaudited) Notes to Quarterly Summary

Fhmt:  Becond_Thid faae The annual effective tax rates for 1980 and 1979 were o
Quarter Quarter Quarter Quarter - o K ;
Thousands 9.9% and 36%, respectively. Quarterly effective tax rates
1980 were based upon interim estimates of the annual rate.
2alets IeTES $136,660 $135452 $138,078 $154,452 As changes in the estimated annual rate were made, the
ental and service - *
e 48229 50287 51776  53.727 _]c_ﬁmylatlye effect was refcclalrded in the quarter of change.
Total Revenues 184,889 185739 189,854 208,179 eisnifales are asiollows., 1980 1079
Cost of sales, rental First Quarter 36.0% 40%
and service 126,381 136,728 138,092 149,746 Sasond Quartsr 115% 36%
Selling, administrative Third Quarter 9.7% 299%
and development 52637 61514 52,740 55149 Fourth Quarter 11.9% 36%
Interest expense 5,923 6,381 5,959 6,669
Other income and ;
expanse, nat (1,780) (358) (731) (235) Fourth qgarter 1980 resglts were unfa\{qrably |mpaqted
Provisions for product by provisions of approx!mately $2.5 million for certain
phaseouts — 6,000 — — parts inventory which did not meet the Company's
Total Costs and specifications and by a loss of $.7 million on the agreed
Expenses 183,161 210,265 196,060 211,329 sale of the Company’s domestic add-on memory
Income (loss) before business. Results for the quarter included a favorable
income taxes 1,728 (24,526) (6,206) (3,150)

L0 : impact of approximately $1.2 million representing the
Pr?r\:és(ﬂe(gfg;t) o 622 (2,822) (600) (376) cumulatiye 1980 effeot ofa modiﬁcatipn to an actuarial
assumption used in calculating pension plan costs.

NetIncome (loss) $ 1,106 $(21,704) $ (5,606) $ (2,774)

Third quarter 1980 results were unfavorably impacted by

First Second Third Fourth inventory charges of approximately $2 million resulting
S Cuminr oo QUSRS from a reduction in scheduled production of the
1979 Company'’s disc cache product.
EZﬁzlriﬁn;‘:rsvice $136.124  $138991 $140664 $147.625  ge00nd quarter 1980 results included charges totaling
revenues 41,824 42307 44328 45898 $15.5 million V\{hiCh were not principally attributable to
Total Revenues 177048 181208 184992 193523 normal operatlons. T_hese charge's' mcluded.. 1) reserves
T e aggregating approximately $6 million for anticipated write-
Ost Of sales, rental s . .
andiservice 109.363 113560 119407 132,665 downs of potentially excess inventories and other assets,
Selling, administrative as well as for expected operating losses, as a result of
and development 47,767 48883 52558 55,045 decisions made to phase out certain older products; 2)
'O”I?es,t eXpe”SGd 4530 A0 4,845 4,835 inventory adjustments in the net amount of approximately
ej;;“n‘;‘;mf;‘” (2.307) ©91)  (1236)  (2,417) $3.5 million for certain other products where quantities
Total Costs and were in excess of estimated requirements, offset partially
Expenses 158353 164,928 175064 190,128 by the favorable results of a physigal inventory; and,

P ———— 3) charges and reserves aggregating approximately
income taxes 19,595 16,370 9,928 3.395 $6 million relating to estimated costs in connection with
Provision for income reduced staffing requirements, potential liabilities arising
bags 788 bS8  ged 1233 from the preliminary results of a sales and use tax audit,

Net Income $ 11,757 $ 10551 § 7074 $ 2,162 and a number of miscellaneous items.
First I — —— First quarter 1980 results included an approximate $2.7
Per Common Share Quarter ~ Quarter  Quarter  Quarter million gain from the sale of substantially depreciated
Primary net equipment which had been in the Company’s lease base
income (loss): and a $1.5 million credit to operations due to amending an
1980 $ .05 $@11) 3 (88)  (48)  ggreement with a third party financing institution thereb
1979 $147 $132 § 8 $ 20 e party 9 : y
Fill e et ' ' ' . rendering unnecessary provisions for an estimated
income (loss) obligation to that institution.
ggg 2 1'2?7 i(?';;) 2 ('g? 2 ("2‘2) Fourth quarter 1979 results were favorably affected by the
il ditted profarme net ' ' ' ' sale of a non-exclusive license for the manufacture of
income (loss), assuming flexible disc media in Japan. The related $1.1 million
pb)referred dti)\l/idetnds had income is reported as a component of Other Income anr’
een payable al
maximum scheduled Expense, Net.
rate after 1980
1980 $ 01 $@B15 $ (92 $ (53
1979 $143 $127 $ 8 $ .15




MEMOREX CORPORATION

Five-Year Summary of Selected Financial Data

Years Ended December

1980 1979 1978 1977 1976
.For the Year: (Thousands except per share amounts)
Sales Revenue $564,642 $563,404 $483,370 $330,019 $237,811
Rental and Service Revenue 204,019 174,357 149,896 120,093 106,822
Total Revenue 768,661 737,761 633,266 450,112 344,633
Less—Cost of Sales 408,092 352,282 287,420 196,166 141,858
Cost of Rental and Service 142,855 122,713 96,769 62,094 55,414

Gross Profit $217,714 $262,766 $249,077 $191,852 $147,361
Income (Loss) Before

Extraordinary Credit $(28,978) $ 31,544 $ 41,948 $ 33,869 $ 24,682
Net Income (Loss) $ (28,978) $ 31,544 $ 50,197 $ 55,963 $ 39,755
Income (Loss) Per Common Share:

Before Extraordinary Credit $(4.42) $3.91 $5.65 $5.25 $4.31

Net $(4.42) $3.91 $6.90 $8.81 $7.03
Proforma Income (Loss) Per Common Share:

Before Extraordinary Credit $(4.60) $3.73 $5.45 $4.75 $3.74

Net $(4.60) $3.73 $6.70 $8.32 $6.46
Total Domestic Revenue $414,564 $379,260 $347,991 $281,922 $208,633
Total International Revenue $354,097 $358,501 $285,275 $168,190 $136,000
Total Equipment Revenue $501,343 $490,899 $424,726 $273,351 $210,370
Total Media Revenue $267,318 $246,862 $208,540 $176,761 $134,263
Interest Expense $ 24,932 $ 16,176 $ 13,640 $ 12,138 $ 13,191
Research & Development Expense $ 34,573 $ 28,345 $ 23,619 $ 19,216 $ 13,943
Net Additions to Gross Lease Base $ 12,746 $ 17,729 $ 29,708 $ (8,956) $(10,028)
Additions to Property, Plant and Equipment $ 30,951 $ 37,749 $ 31,181 $ 25,307 $ 13,239

‘At Year End:
Cash & Temporary Investments $ 15,135 $ 14,940 $ 28,372 $ 12,021 $ 43,803
Inventories $163,920 $184,130 $143,879 $ 85315 $ 55,603
Gross Lease Base $223,410 $210,664 $192,935 $163,227 $172,183
Total Assets $588,680 $598,319 $487,649 $330,256 $262,596
Total Debt $236,899 $189,512 $152,515 $127,871 $172,771
Less—Current Debt 54,001 17,352 11,543 6,750 22,710
Long-term Debt $182,898 $172,160 $140,972 $121,121 $150,061
Redeemable Preferred Stock $ 65,913 $ 65,913 $ 65913 $ 65913 $ 62,815
Common Shareholders’ Equity (Deficit) $143,927 $175,386 $141,264 $ 46,157 $(16,865)
Dividends on Preferred Stock

(None on Common) $ 2,956 $ 2,956 $ 2,798 $ 798 $ 634

Management’s Discussion and Analysis of

Financial Condition and Results of Operations

Overview
Memorex markets its products and services throughout
the free world. Domestic operations include development,
manufacturing, marketing and service. Foreign operations
consist principally of marketing and service. Effective
January 1,1978, Memorex acquired the Telex Computer
Products, Inc. European marketing and service operations
(Telex Europe). The annual percentage of international
‘revenues to total revenues since the acquisition has
ranged between 45% and 49% compared with 37% and
39% in the two preceding years.

Products in the equipment segment (principally computer
peripheral equipment) are marketed to either users of
large IBM computers (end-users) or to original equipment
manufacturers (OEMs) who market stand-alone computer
systems which include the Company’s products. Products
marketed to OEMs are generally sold outright and

profit and cash are realized on a current basis. Products
marketed to end-users are sold or leased. Leasing
generally results in deferring profit and cash realization
over the terms of the individual leases but does provide a
steady stream of rental revenues as long as the equipment
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remains on lease. Whether a customer elects to lease
rather than purchase depends on the relationship
between lease rates and purchase prices, prevailing
interest rates, the customer’s financing policies, the
imminence of potentially improved computer and related
peripheral equipment products and other factors beyond
the control of Memorex. Memorex has to varying extents
sold equipment under lease and assigned the leases to
unrelated third party financing institutions. The desirability,
and sometimes the ability, to finance leasing transactions
in this manner is dependent on the availability of funds

to third party financing institutions, prevailing interest rates,
lease terms, and other factors.

In 1980 the Company experienced losses of $32.2 million
before taxes. During the second quarter, the Company
identified areas where it believed resources could be
utilized more effectively and where certain costs could be
reduced or eliminated. In this connection, decisions were
made to phase out certain older products. This required
establishing reserves of approximately $6 million for
anticipated write-downs of potentially excess inventories
and related assets and for expected losses as such
products are phased out. At the same time, inventory
adjustments were also made in the net amount of
approximately $3.5 million consisting primarily of adjust-
ments for inventories in excess of estimated requirements.
These adjustments were partially offset by the favorable
results of a physical inventory. Additionally, reserves and
charges aggregating approximately $6 million were
recorded for estimated costs in connection with reduced
staffing requirements, potential liabilities related to
preliminary results of a sales and use tax audit and a
number of miscellaneous items. Charges not principally
attributable to normal operations were thus recorded in
the second quarter in the approximate aggregate amount
of $15.5 million. As described in Notes to Quarterly
Summary on page 26, additional charges and credits of a
similar nature but lesser magnitude were included in the
other three quarters of 1980.

Supplementary financial data adjusted for the effects
of inflation, together with management'’s discussion and
analysis thereof, are presented on pages 30 and 31.

Results of Operations

For each of the last several years Memorex has shown
year-to-year revenue growth, reaching total annual
revenues of $768.7 million in 1980. Revenues for 1978
through 1980 include amounts attributable to Telex Europe
operations which were acquired and integrated with the
Company'’s beginning in 1978 (Telex Europe’s unaudited
revenues for the year prior to the acquisition were approxi-
mately $39 million). International revenues increased

26% in 1979, primarily as a result of increased product
shipments, and decreased 1% in 1980 due to European
customers’ reluctance to purchase or enter into long-term
leases early in the year and to a shortage of certain
Memorex end-user equipment late in the year. United
States revenues increased 9% in both 1979 and 1980.

Rental and Service Revenue—Total rental and service
revenues have grown at a rate of 16% to 25% each year
since 1977 due primarily to increases in the lease base, to

an expanding base of leased and sold equipment under
service contracts and, to a lesser extent, to selected
maintenance price increases in 1980. o

Sales Revenue—Sales revenue did not increase
measurably in 1980 over 1979 as compared to increases
of 17% and 46% in 1979 and 1978, respectively. The lower
growth rates were due primarily to factors referred to in
the following two paragraphs.

In 1980, OEM and communications equipment sales
revenue increases, resulting primarily from increased
product shipments, were offset to some extent by a
decline in end-user equipment sales revenue. Reduced
demand for end-user equipment during a portion of the
year and manufacturing problems with certain end-user
equipment resulted in lower than planned product
shipments. In addition, revenues and costs were affected
by slower than expected development of the market for
8-inch rigid disc drives. Sales to third party financing
institutions were approximately 20% lower in 1980 than in
1979 due to higher interest rates, reduced availability of
funds to and from such institutions on acceptable terms,
and other factors. The equipment revenue growth rate
declined in 1979 primarily as a result of lower sales and
rental prices on certain products and a series of IBM
actions during 1979, including product announcements
and marketing tactics. Revenue growth in the immediately
preceding two years was primarily attributable to the
increased volume of product shipments.

Revenues from Media products have increased during o
the last three years due primarily to increased shipments

and prices of computer, audio and home video tapes. The
rate of media products revenue growth declined in 1980,
however, due primarily to the recession, which affected
consumer purchases of audio tapes, and to reduced
shipments of certain rigid disc products.

Increasing revenues notwithstanding, pretax operating
results have declined since 1978. The gross profit margin
on sales revenues declined to 28% in 1980 compared
with 37% in 1979 and 41% in each of the three prior years.
Margins on rental and service revenues declined to

30% in 1980 and 1979 compared with 35% in 1978 and
48% in both 1977 and 1976.

Costs and Expenses— Continuing high manufacturing
costs and inventory charges, as well as start-up costs on
new products, have unfavorably impacted sales margins,
particularly for equipment products. High manufacturing
costs resulted from production problems beginning late in
1979 and from reduced production schedules for certain
equipment products during mid-1980. Overall sales
margins were also unfavorably impacted in 1980 by
reduced margins on sales to third party financing
institutions, caused in part by high interest rates which
have the effect of reducing the effective sales prices.
Corrective actions are underway, but it is expected that
margins will continue to be adversely affected by high
manufacturing and start-up costs with respect to certain
equipment products.

Rental and service margins have declined to 30% in 1980
and 1979 compared with 35% in 1978. The effect of
selected rental price increases in 1979 and maintenance
price increases in 1980 has been offset by higher service



costs associated with additional assets and personnel
uired to service an expanding base of sold and leased
ﬁlipment under maintenance contracts and by higher

epreciation charges as newer equipment replaces older

equipment in the lease base. The significant reduction

in margins in 1978 (35% compared with 48% in both

1977 and 1976) was primarily the result of higher costs

attributable to the Telex Europe operations which

were acquired in1978.

Selling, general and administrative expenses increased
steadily from 1976 through 1979 primarily as a result of
increased levels of employment to support expanding
sales and marketing activities. Expenses of Telex Europe
are included beginning in 1978. The rate of increase in
1980 was reduced compared with the prior years,
primarily as a result of expense and staffing reduction
programs effected during 1980.

Research and development expenditures aggregated
$34.6 million in 1980, a 22% increase over 1979 and a 46%
increase over 1978.

Interest expense increased to $24.9 million in 1980 from
$16.2 million and $13.6 million in 1979 and 1978, respec-
tively. The 1980 increase was attributable to increased
interest rates and higher average outstanding borrowings.

Other income and expense, net was approximately
$3 million in 1980 compared with approximately $7 million
in each of 1979 and 1978. The decrease is attributable
primarily to foreign exchange losses and the lack of
Qenture repurchases in 1980 as shown in the note on
e 19 captioned Other Income and Expense, Net.

Financial Condition

At December 26, 1980, the Company had working captial
of $132.6 million compared with $82.1 million at the 1977
year-end. However, as a result of the loss incurred in 1980
and increased borrowings to fund operations, working
capital at the end of 1980 was $47.1 million lower than
working capital at the end of 1979. Various programs were
pursued in 1980 which were intended to improve liquidity.
These included programs to reduce inventory levels, to
improve the aging of trade accounts receivable, and

to identify areas where assets could be disposed of or
redeployed to increase return and where costs and
expenses could be reduced or eliminated. Inventory
growth, which had been escalating for the past several
years, was curtailed and inventories at December 26, 1980
were $37 million lower than the peak level of $201 million
in May 1980. Current and long-term debt aggregated
$237 million at year-end 1980 compared with $190 million
at year-end 1979.

The Company's growth of the past several years has been
funded by profits, new debt and $41 million received from
a public offering of common stock and the exercise of
stock purchase warrants in 1978. Operating cash flow
(change in cash net of change in debt) has been negative
for each year since 1977, although the fourth quarter of

0 showed positive operating cash flow for the first time
66 1977. Funds normally have been available through
conventional loan arrangements and through third party
lease financing transactions.

Credit arrangements with banks at December 26, 1980
(including an $80 million revolving credit/term loan
agreement with a group of nine banks) aggregated
approximately $160 million, of which approximately $110
million was outstanding in the form of short and long-term
borrowings. Certain of these and other credit agreements
contain covenants under which the Company has agreed
to maintain minimum working capital and net worth

levels as well as certain minimum financial ratios. The
agreements also limit the amount of cash dividends which
may be paid on common stock, the incurrence of new
debt and lease obligations and acquisitions of the
Company'’s stock. As of June 27,1980, the Company
obtained one-year modifications to certain of these credit
agreements in order to increase its then borrowing
capacity by approximately $35 million. Effective January
30, 1981, the Company obtained a further modification until
May 30, 1981, which requires that the Company maintain
consolidated tangible net worth (as defined) of at least
$180 million. Relief provided by all of the foregoing
modifications will terminate at the end of the modification
periods unless extended by the lenders or unless the
related credit agreements are otherwise modified.

If such modifications expire and the existing credit
agreements are not changed, the Company might then be
in violation of certain of the financial covenants in such
agreements. In order to avoid a default, failure to comply
with any of the Company’s long-term debt covenants must
be cured within the time permitted in the agreement in
which the respective covenant is contained. A default
under any of the Company’s principal credit agreements
constitutes a default under all such agreements and would
entitle the lenders to declare all amounts immediately

due and payable. Although no assurances can be given,
management believes that the Company will be able to
obtain changes to its credit agreements so that the
Company will not be in violation of any covenants when the
above-referenced modifications expire. In January 1982,
borrowings under the revolving credit/term loan agreement
may be converted to term loans at the Company’s option,
assuming that the Company is in compliance with the
terms of the agreement in effect at that time.

Investments in research and development, capital
equipment, and lease base additions (net of sales and
retirements) have aggregated between $78 million and
$84 million for each of the last three years, a spending
level that is likely to continue into 1981. In addition,
principal non-operating cash requirements for 1981
include installments on long-term debt obligations
(approximately $8 million), repayments of current debt
(approximately $46 million) unless related agreements are
renewed and payment of dividends on preferred stock
($4.2 million). Annual requirements to redeem $6 million
principal amount of outstanding convertible debentures
may be satisfied during 1981 through 1983 by the use of
debentures previously repurchased by the Company.
Beginning in 1983, the Company will be required to make
annual sinking fund payments on preferred stock in the
amount of $8.2 million. Principal sources of cash are
expected to include banks and other financing institutions
as well as conversions of certain assets to cash.
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MEMOREX CORPORATION
Five-Year Comparison of Selected Supplementary Financial Data
Adjusted for Effects of Changing Prices

For the Years Ended December
Adjusted to Average 1980 Dollars

1980 1979 1978 1977 1976,
Dollars in Thousands except per share amounts '
Total Revenues $768,661 $837,532 $799,847 $612,053 $498,858
Historical Cost Information
Adjusted for General Inflation
Net Income (Loss) $ (66,528) $ 1,776 * 4 *
Net Loss Per Common Share** $ (961 $ (.23) & * *
Net Assets at Year-End $275,982 $359,105 * * *
Current Cost Information
Net Income (Loss) $(59,177) $ 29,400 * & *
Net Income (Loss) Per Common Share** $ (8.18) $ 388 ¢ * *
Increase in Specific Prices Under
Increase in General Price Level $ 18,507 $ 6,920 B B B
Net Assets at Year-End $289,343 $363,474 * s &
Other Information
Gain from Decline in Purchasing Power
of Net Monetary Liabilities $ 21,691 $ 20,821 & = &
Market Price Per Common Share
at Year-End $ 1266 $ 20.15 $ 37.11 $ 4317 $ 3510
Average Consumer Price Index 246.8 217.4 195.4 181.5 170.5

*Information not required for years prior to 1979.

**Loss per common share amounts are computed by dividing netincome/loss, adjusted for preferred stock dividends, by the weighted average
number of common shares outstanding; common stock equivalents are excluded since their inclusion would be anti-dilutive.

Statement of Operations Adjusted for Changing Prices .
For the Year Ended December 26, 1980
Adjusted For Adjusted For
As Reported General Changes In
In the Primary Inflation Specific Prices
Statements (Constant Dollar)  (Current Costs)
Thousands
Total Revenues $768,661 $768,661 $768,661
Cost of Revenues* 550,947 586,086 580,533
Selling, Administrative and Development* 222,040 224,451 222,653
Other Costs and Expenses 27,828 27,828 27,828
Credit for Income Taxes (3,176) (3,176) (3,176)
Net Loss $(28,978) $ (66,528) $(59,177)
Gain from Decline in Purchasing Power of
Net Monetary Liabilities $ 21,691 $ 21,691
Increase in Specific Prices of Inventories,
Rental Equipment, Spare Parts and Property, Plant
and Equipment held during the year** $ 59,903
Effect of Increase in General Price Level $ 78,410
Increase in Specific Prices Under Increase
in the General Price Level $ 18,507

*The aggregate total of depreciation and amortization expense that has been allocated to the various expense categories totaled $55,540,000 on
a historical cost basis, $71,150,000 adjusted for general inflation and $61,425,000 adjusted for changes in specific prices.
**At December 26, 1980 the current costs of inventory, rental equipment, spare parts and property, plant and equipment, net of accumulated
depreciation, were $176,378,000, $91,557,000, $31,629,000 and $176,550,000, respectively.



Management’s Discussion and Analysis of Financial Data

Adjusted for the Effects of Changing Prices

United States and other countries where Memorex
onducts business. In the United States, the value of a
1967 dollar, as determined by the Consumer Price Index
for all Urban Consumers (CPI-U), deteriorated to less than

$.40 as of the end of 1980. In accordance with generally
accepted accounting principles, financial statements
have traditionally reported amounts based on actual
(historical) dollars without adjustment for the ever
changing purchasing power of currency. In recognition of
the increasing significance of inflation, the Financial
Accounting Standards Board issued Statement No. 33
(FAS 33), Financial Reporting and Changing Prices,
requiring certain public enterprises to present sup-
plementary financial information in their annual reports,
depicting the effects of general inflation (constant dollar)
and specific price changes (current costs). Because the
methods used to calculate the effect of changing prices
involve numerous assumptions, approximations and
estimates it is recommended that such supplementary
information be viewed as a subjective estimate of the
approximate effect of inflation, rather than as a precise
measurement.

Iiflation has had a pervasive impact on the economy of

Two different methods are prescribed by FAS 33 for
calculating the supplemental information. The first
ethod, constant dollar accounting, adjusts the historical

t financial statement dollars to dollars of the same
general purchasing power. Historical costs of rental
equipment, spare parts, property, plant, equipment and
capital leases and related depreciation and amortization
expense are adjusted by using the CPI-U. Inventories and
the related effect of inventories on cost of revenues are
similarly adjusted. The constant dollar data is expressed in
average 1980 dollars and reflects changes that have
occurred in the purchasing power of the dollar as
measured by the CPI-U.

The second method, current cost accounting, measures
and reports the number of dollars currently required to
purchase or manufacture assets having the same service
potential as specific assets owned by the Company.

The current costs of inventories, rental equipment, spare

parts and related cost of revenues and depreciation were
based on recent manufacturing costs. Adjustments for
changes in specific prices of property, plant, equipment
and capital leases and related depreciation and
amortization expense were based on external indexes
closely related to the assets being measured. These
indexes do not reflect technological changes or improved
production methods associated with the normal
replacement of productive capacity.

In calculating constant dollar and current cost net income
(loss), total revenues and other costs and expenses were
considered to reflect the average price levels for the year
and accordingly have not been adjusted. In addition, as
required by FAS 33, adjusted net income (loss) amounts
are exclusive of any income tax effect for constant dollar
or current cost adjustments.

Under both the constant dollar and the current cost
methods, the Company’s after tax operating results are
lower than as determined under the historical cost
method. Under each method, however, the indicated
decline in net income (increase in net loss) is partially
offset by the gain from decline in purchasing power of net
monetary liabilities. This theoretical gain results from an
excess of monetary liabilities (obligations to pay a fixed
sum of money) over monetary assets (money or claims to
an amount of money which is fixed). That is, historical
dollar liabilities are assumed to be repayable or have been
repaid using inflated dollars. In the Company’s
consolidated balance sheets, a significant portion of
assets is represented by assets classified as
nonmonetary while substantially all liabilities are classified
as monetary.

The five-year comparison shows the additional effect of
adjusting historical revenues and market price per
common share to amounts expressed in terms of average
1980 dollars, as measured by the CPI-U. Revenues for
1976 through 1979 are higher than reported in the primary
financial statements. Moreover, 1980 revenues show a
decline compared with 1979 and 1978 whereas an
increase is shown in the primary financial statements. The
decline in revenues expressed in terms of average 1980
dollars results from the Company’s sales, rental and
service prices not keeping pace with general inflation.
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Shareholder Information

Annual Meeting of Shareholders

You are cordially invited to attend Memorex’s Annual
Meeting of Shareholders, which will take place on
Monday, May 11, at 1:30 p.m. at the Le Baron Hotel,
1350 North First Street, San Jose, California. Resolu-
tions to be voted by shareholders are described in the
proxy material which accompanies this report.

Transfer Agent and Registrar

The Transfer Agent and Registrar for both the
common stock and 5%4% Convertible Subordinated
Debentures is:

Bank of America—NT&SA
San Francisco, CA 94104

10K Report

Memorex Corporation will furnish its 10K Report, as
filed with the Securities and Exchange Commission,
to shareholders without charge. Written requests
should be sent to:

Corporate Public Relations
Memorex Corporation

Mail Stop 12-39

San Tomas at Central Expwy.
Santa Clara, CA 95052

Common Stock and Convertible Debentures
Memorex common stock and 5% % Convertible
Subordinated Debentures are traded on the New York
Stock Exchange, and the common stock is also
traded on the Pacific Stock Exchange. Memorex has
approximately 29,000 shareholders. The following
tables represent the high and low sales range, as
reported in the Wall Street Journal.

Common Stock”

1st 2nd 3rd 4th
Quarter Quarter Quarter Quarter
1980 High 19% 1634 1838 1633
Low 10 11 1234 12
1979 High 372 39 34 233
Low 28% 2612 19Va 16%

Convertible Debentures

1st 2nd 3rd 4th
Quarter Quarter Quarter Quarter
1980 High 53 54Y4 54V, 52V
Low 40 42 5112 44
High 6612 7l 66 58>
79 oW  60% 65 57 o @

*No dividend has been paid. Trading symbol is MRX.
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C.W. Spangle
Memorex Chairman of the Board
and Chief Executive Officer

Robert L. Chambers

Chairman of the Board, Envirotech
Corporation, Menlo Park, California,
manufacturer of waste control

and process equipment.

Alger Chaney

Chairman of the Board, Medford
Corporation, Medford, Oregon,

forest products manufacturer;

Senior Vice President and Director,
Baker, Fentress & Company, Chicago,

a non-diversified, closed-end registered
investment company.

Philip J. Gomez
Chairman of the Board and President,
HLX Data Systems Corporation, a point-

of-sale computer systems manufacturer.

Vester T. Hughes, Jr.
Partner, Hughes & Hill, Dallas, Texas,
a law firm.
( “in C. Rice
sirman of the Board and
President, Imperial Bank,
San Francisco, California, a bank.

T. Robert Sandberg

Vice President (Ret.), Cutter Labora-
tories, Inc., Berkeley, California, a
pharmaceutical manufacturer and
distributor.

Benno C. Schmidt

Managing Partner, J. H. Whitney
& Company, New York City,

a private investment firm.

Charles S. Strauch
Memorex President and Chief
Operating Officer.

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

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

Executive Committee

Mr. Spangle, Chairman; Members:
Messrs. Chambers, Chaney, Rice,
Sandberg, Strauch, Vermeulen
and Wilson.

Audit Committee

Mr. Hughes, Chairman; Members:
Messrs. Chambers, Chaney

and Gomez.

Stock Option and Purchase Plan
and Compensation Committees
Mr. Schmidt, Chairman; Members:
Messrs. Gomez and Rice.

Nominating Committee
Mr. Schmidt, Chairman; Members:
Messrs. Chambers and Rice.

Eric D. Daniel
Manager, Consumer Products
Research and Development

Frank J. Sordello
Vice President,
Recording Technology

C.W. Spangle
Chairman and Chief Executive Officer

Charles S. Strauch
President and Chief Operating Officer

George L. Bragg
Vice President, Corporate Development

Reto Braun

Vice President and

President, Memorex International Group
Robert L. Erickson

Vice President, Legal and Secretary
Paul L. Klein

Vice President and
President, Communications Group

Robert L. Malcolm
Vice President, Industrial Relations

Richard W. Martin
Vice President and
President, Media Products Group

James Simpson
Vice President and
President, Storage Systems Group

F. Gordon Smith
Vice President, Communications

James A. Unruh
Vice President, Finance and
Chief Financial Officer

Thomas S. Stevens
Vice President and Treasurer
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Memorex Corporation

San Tomas at Central Expressway
Santa Clara, California 95052
Telephone (408) 987-1000

Telex 346-442

T e AR
Sales and Service Locations

United States
Alabama Missouri
Birmingham St. Louis
Arizona Nebraska
Phoenix Lincoln
Arkansas Omaha
Little Rock New Jersey
California West Orange
Glendale New York
Garden Grove Albany
Los Angeles Buffalo
Riverside Long Island
San Diego New York City
San Francisco Rochester
Santa Clara Syracuse
Colorado North Carolina
Denver Charlotte
Connecticut Greensboro
Old Greenwich Raleigh
East Hartford Ohio
District of Columbia Cincinnati
Washington Cleveland
Florida Columbus
Jacksonville BEViely
Miami Oklahoma
Orlando Oklahoma City
Tampa Tulsa
Georgia Oregon
Atlanta Portland
lllinois Pennsylvania
Chicago Allentown
Peoria Harrisburg
Indiana Philadelphia
Fort Wayne Pittsburgh
Indianapolis Rhode Island
South Bend Providence
Kansas South Carolina
Kansas City Greenville
Kentucky Tennessee
Louisville Chattanooga
Lexington Texas
Louisiana Austin
New Orleans BEUES
Maryland Houston
Baltimore Virginia ‘
Maine Richmond *
Portland West Virginia
Massachusetts Dunbar
Waltham Washington
Michigan Seattle
Detroit Wisconsin
Minnesota Madison
Minneapolis Milwaukee

©1981 MEMOREX CORPORATION
COR033-0 3/81 PRINTED IN U.S.A

International
Headquarters:

London, United Kingdom

Australia
Melbourne
Perth
Sydney

Austria
Vienna

Belgium
Brussels

Brazil
Rio de Janiero
Sao Paulo

Canada
Calgary
Dorval
Edmonton
Ottawa
Toronto
Vancouver
Winnipeg

Denmark
Copenhagen

Finland
Helsinki

France
Lille
Lyon
Nantes
Paris
Strasbourg

Germany
Cologne
Dortmund
Dusseldorf
Frankfurt/Main
Hamburg
Munich
Nuernberg
Stuttgart

Ireland
Cork
Dublin

Italy
Bologna
Milan
Padua
Rome
Turin

NETED
Fukuoka
Hiroshima
Nagoya
Osaka
Tokyo

Mexico
Mexico City
Netherlands
Amsterdam
Norway
Oslo
Puerto Rico
SENIED]
Spain
Barcelona
Madrid
Sweden
Goteborg
Malmo
Stockholm
Switzerland
Bern
Geneva
Muttenz
Zurich
United Kingdom
Altrincham
Feltham
Hounslow
Nuneaton
Staines
Venezuela
Caracas

Manufacturing Plants

Belgium
Liege
Ireland
Clondalkin
Mexico
Nogales
United States
Arizona
Tucson
California
Anaheim
Cupertino
Fullerton
Irvine
Santa Ana
Santa Clara
San Jose
Wisconsin
Eau Claire
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