
S u b s t a n t i a l l y a l l of the development of the Company's computer 

p e r i p h e r a l equipment products business has been pursued by m a j o r i t y 

owned s u b s i d i a r i e s whose p r i n c i p a l f i n a n c i a l support has been f u r ­

nished by the Company. The Company has r e t a i n e d options t o acquire 

the m i n o r i t y i n t e r e s t s in these companies and may be required to 

acquire the m i n o r i t y i n t e r e s t s i n the event that s p e c i f i e d p r o f i t 

goals are met. Such option agreements provide t h a t , in the event 

the Company acquires the minority i n t e r e s t s , the Company must 

is s u e one share of i t s Common Stock f o r each share of C a p i t a l Stock 

or $1 p r i n c i p a l amount of Co n v e r t i b l e Notes o f the s u b s i d i a r y out­

s t a n d i n g and assume the s u b s i d i a r y ' s o b l i g a t i o n to i s s u e stock 

upon e x e r c i s e of s u b s i d i a r y stock options on a share-for-share 

b a s i s . The minority i n t e r e s t holders of each s u b s i d i a r y are i n ­

volved as p r i n c i p a l managers in the product development, manufac­

t u r i n g and marketing a c t i v i t y of that Company, and c e r t a i n i n d i ­

v i d u a l s now s e r v i n g as o f f i c e r s o f the Company have had and 

continue to have such a connection with one or more of such sub­

s i d i a r i e s and, a c c o r d i n g l y , have been given the opportunity to 

purchase i n t e r e s t s i n such s u b s i d i a r i e s . The Company has exer­

c i s e d three such options b y a c q u i r i n g a l l o f the m i n o r i t y i n t e r e s t s 

in P e r i p h e r a l Systems C o r p o r a t i o n , the developer of the Company's 

d i s c d r i v e products, Storage Products C o r p o r a t i o n , the developer 

of the Company's Model 66l Storage: Control U n i t , and Image Products 

C o r p o r a t i o n , the developer of the Company's 1600 COM System. 

In a d d i t i o n , the Company entered i n t o a j o i n t venture, CMX 

Systems, Inc. ("CMX"), with Columbia Broadcasting System, Inc., 

in May, 1970, f o r the purpose of developing devices and systems 

u t i l i z i n g random access storage and r e t r i e v a l of electro-magnetic­

a l l y recorded images. The CMX 600 Computer and Program Assembly 

System was announced i n March, 1971, and d e l i v e r y of the I n i t i a l 

system is scheduled in the second quarter of 1971. 
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