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Approximate date of commencement of proposed sale to the public: As soon as practicable after the effective date of this registration
statement and the effective time of the merger of Highest Mountain Corporation, a California corporation and a wholly owned subsidiary of
Avid Technology, Inc., a Delaware corporation, with and into Pinnacle Systems, Inc., a California corporation, as described in the Agreement
and Plan of Merger, dated as of March 20, 2005, attached as Annex A to the joint proxy statement/prospectus forming part of this registration
statement.

        If the securities being registered on this form are being offered in connection with the formation of a holding company and there is
compliance with General Instruction G, check the following box.    o

        If this form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, check the following box
and list the Securities Act registration statement number of the earlier effective registration statement for the same offering.    o  

        If this form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following box and list the
Securities Act registration statement number of the earlier effective registration statement for the same offering.    o  

The registrant hereby amends this registration statement on such date or dates as may be necessary to delay its effective date until
the registrant shall file a further amendment which specifically states that this registration statement shall thereafter become effective in
accordance with Section 8(a) of the Securities Act of 1933 or until the registration statement shall become effective on such date as the
Securities and Exchange Commission, acting pursuant to said Section 8(a), may determine.
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The information in this joint proxy statement/prospectus is not complete and may be changed. Avid may not issue the securities offered by this
joint proxy statement/prospectus until the registration statement filed with the Securities and Exchange Commission is effective. This joint proxy
statement/prospectus is not an offer to sell these securities, and it is not soliciting an offer to buy these securities, in any state where the offer or
sale is not permitted.

Subject to Completion, Dated June 9, 2005

Joint Proxy Statement/Prospectus

Dear Avid Stockholders and Pinnacle Shareholders:

        On behalf of the boards of directors of Avid Technology, Inc. and Pinnacle Systems, Inc., we are pleased to deliver our joint proxy
statement/prospectus for the proposed merger of Avid and Pinnacle. Avid and Pinnacle believe the combined company will be a leader in the
broadcast video and consumer video marketplaces that will be able to offer a full range of best-of-breed digital media solutions for professionals
and consumers. We believe this merger will create a strong combined company that will deliver important benefits to its stockholders.

        If the merger is completed, Pinnacle shareholders will receive for each share of Pinnacle common stock 0.0869 of a share of Avid common
stock plus $1.00 in cash. Based on the number of outstanding shares of Pinnacle common stock and options to purchase shares of Pinnacle
common stock outstanding on March 18, 2005, Avid expects to issue approximately 6.2 million shares of Avid common stock in the merger.
Avid stockholders will continue to own their existing shares of Avid common stock. Upon completion of the merger, Avid stockholders will
own approximately 85% of the combined company, and Pinnacle's former shareholders and option holders will own approximately 15% of the
combined company. The shares of the combined company will be traded on the Nasdaq National Market under the symbol "AVID".

        Avid is asking its stockholders to approve an amendment to Avid's certificate of incorporation to increase the number of authorized shares
of Avid common stock from 50,000,000 to 100,000,000, which will provide shares for Avid's future corporate needs and enable the issuance of
shares of Avid common stock in the merger. Pinnacle is asking its shareholders to approve the terms of the merger. The accompanying joint
proxy statement/prospectus provides important information regarding Avid, Pinnacle and the merger. In particular, you should carefully
consider the discussion in the section entitled "Risk Factors" beginning on page 12 of the accompanying joint proxy
statement/prospectus.

Avid's board of directors unanimously recommends that Avid stockholders vote FOR the amendment to Avid's certificate of
incorporation to increase the number of authorized shares of Avid common stock from 50,000,000 to 100,000,000.

Pinnacle's board of directors unanimously recommends that Pinnacle shareholders vote FOR the approval of the terms of the
merger.

        We cannot complete the merger unless Avid stockholders approve the amendment to Avid's certificate of incorporation and Pinnacle
shareholders approve the terms of the merger. Your vote is important.

        Avid stockholders are cordially invited to attend Avid's annual meeting of stockholders that will be held on Wednesday, July 27, 2005, at
the offices of Wilmer Cutler Pickering Hale and Dorr LLP, 60 State Street, Boston, Massachusetts, at 12:00 noon, local time. Pinnacle
shareholders are cordially invited to attend Pinnacle's special meeting of shareholders that will be held on Wednesday, July 27, 2005, at the
Sheraton Palo Alto Hotel, 625 El Camino Real, Palo Alto, California, at 9:00 a.m., local time.

        At Avid's annual meeting, Avid stockholders will also be asked to elect two Class III Directors, approve Avid's 2005 Stock Incentive Plan
and ratify the selection of PricewaterhouseCoopers LLP as Avid's independent registered public accounting firm for the current fiscal year.

David A. Krall
President and Chief Executive Officer
Avid Technology, Inc.

Patti S. Hart
President and Chief Executive Officer
Pinnacle Systems, Inc.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of the merger or the
securities of Avid to be issued in the merger, or determined if this joint proxy statement/prospectus is accurate or complete. Any
representation to the contrary is a criminal offense.
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This joint proxy statement/prospectus is dated June [    ], 2005 and is expected to be first mailed to Avid stockholders and Pinnacle shareholders
on or about June 16, 2005.
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NOTICE OF 2005 ANNUAL MEETING OF STOCKHOLDERS

        The 2005 Annual Meeting of Stockholders of Avid Technology, Inc. will be held on Wednesday, July 27, 2005, at the offices of Wilmer
Cutler Pickering Hale and Dorr LLP, 60 State Street, Boston, Massachusetts, at 12:00 noon, local time, to consider and act upon the following
matters:

1.
To approve an amendment to Avid's certificate of incorporation to increase the number of authorized shares of
Avid common stock from 50,000,000 to 100,000,000, which will provide shares for Avid's future corporate needs
and enable the issuance of shares of Avid common stock in the proposed merger of a wholly-owned subsidiary of
Avid with and into Pinnacle Systems, Inc. pursuant to which Pinnacle will become a wholly-owned subsidiary of
Avid and each outstanding share of Pinnacle common stock will be converted into the right to receive 0.0869 of a
share of Avid common stock plus $1.00 in cash.

2.
To elect two Class III Directors to serve on Avid's board of directors for the ensuing three years.

3.
To approve Avid's 2005 Stock Incentive Plan.

4.
To ratify the selection of PricewaterhouseCoopers LLP as Avid's independent registered public accounting firm
for the current fiscal year.

5.
To approve adjournments or postponements of Avid's annual meeting, if necessary, to permit further solicitation of
proxies if there are not sufficient votes at the time of the meeting to approve the amendment to Avid's certificate of
incorporation.

6.
To transact such other business as may properly come before Avid's annual meeting or any adjournment or
postponement thereof.

        Avid stockholders of record at the close of business on June 7, 2005 are entitled to notice of and to vote at Avid's annual meeting or any
adjournment or postponement thereof. At the close of business on the record date, Avid had outstanding and entitled to vote 35,236,229 shares
of common stock. A copy of Avid's Annual Report to Stockholders for 2004, which contains information of interest to Avid stockholders, is
being sent to Avid stockholders with this notice and the joint proxy statement/prospectus. All Avid stockholders are cordially invited to attend
Avid's annual meeting.

By Order of the Board of Directors,

Ethan E. Jacks
Secretary

Tewksbury, Massachusetts
June [    ], 2005

YOUR VOTE IS IMPORTANT REGARDLESS OF THE NUMBER OF SHARES YOU OWN. WHETHER OR NOT YOU EXPECT
TO ATTEND AVID'S ANNUAL MEETING, PLEASE COMPLETE, DATE AND SIGN THE ENCLOSED PROXY AND MAIL IT
PROMPTLY IN THE ENCLOSED ENVELOPE IN ORDER TO ENSURE REPRESENTATION OF YOUR SHARES. NO POSTAGE
NEED BE AFFIXED IF THE PROXY IS MAILED IN THE UNITED STATES.
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NOTICE OF SPECIAL MEETING OF SHAREHOLDERS

        A Special Meeting of Shareholders of Pinnacle Systems, Inc. will be held on Wednesday, July 27, 2005, at the Sheraton Palo Alto Hotel,
625 El Camino Real, Palo Alto, California, at 9:00 a.m., local time, to consider and act upon the following matters:

1.
To approve the terms of the merger set forth in the Agreement and Plan of Merger, dated as of March 20, 2005, by
and among Pinnacle, Avid Technology, Inc. and a wholly-owned subsidiary of Avid, included as Annex A to the
joint proxy statement/prospectus accompanying this notice, and in the agreement of merger to be filed with the
Secretary of State of the State of California on the effective date of the merger, included as Annex B to the joint
proxy statement/prospectus accompanying this notice, pursuant to which Pinnacle will become a wholly-owned
subsidiary of Avid and each outstanding share of Pinnacle common stock will be converted into the right to
receive 0.0869 of a share of Avid common stock plus $1.00 in cash.

2.
To approve adjournments or postponements of Pinnacle's special meeting, if necessary, to permit further
solicitation of proxies if there are not sufficient votes at the time of the meeting to approve the terms of the merger.

3.
To transact such other business as may properly come before Pinnacle's special meeting or any adjournment or
postponement thereof.

        Pinnacle shareholders of record at the close of business on June 7, 2005 are entitled to notice of and to vote at Pinnacle's special meeting or
any adjournment or postponement thereof. At the close of business on the record date, Pinnacle had outstanding and entitled to vote 71,252,985
shares of common stock. Holders of Pinnacle common stock are entitled to dissenters' rights under the California General Corporation Law in
connection with the merger if specific conditions are met. All Pinnacle shareholders are cordially invited to attend Pinnacle's special meeting.

By Order of the Board of Directors,

Scott E. Martin
Senior Vice President of Human Resources
and Legal and Corporate Secretary

Mountain View, California
June [    ], 2005

YOUR VOTE IS IMPORTANT REGARDLESS OF THE NUMBER OF SHARES YOU OWN. WHETHER OR NOT YOU EXPECT
TO ATTEND PINNACLE'S SPECIAL MEETING, PLEASE COMPLETE, DATE AND SIGN THE ENCLOSED PROXY AND MAIL
IT PROMPTLY IN THE ENCLOSED ENVELOPE IN ORDER TO ENSURE REPRESENTATION OF YOUR SHARES. NO
POSTAGE NEED BE AFFIXED IF THE PROXY IS MAILED IN THE UNITED STATES.
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Reference to Additional Information

        This joint proxy statement/prospectus incorporates important business and financial information about Avid and Pinnacle from other
documents that are not included in or delivered with this joint proxy statement/prospectus. These documents are available to you without charge
upon your written or oral request. Exhibits to these documents will be provided upon written or oral request and payment of an appropriate
processing fee. To obtain documents incorporated by reference in this joint proxy statement/prospectus, you can request them in writing or by
telephone from the appropriate company at the following addresses and telephone numbers:

if you are an Avid stockholder:
Dean Ridlon
Investor Relations Director
Avid Technology, Inc.
Avid Technology Park
One Park West
Tewksbury, Massachusetts 01876-1234
Telephone: (978) 640-5309

if you are a Pinnacle shareholder:
Demer IR Counsel, Inc.
1981 North Broadway, Suite 265
Walnut Creek, California 94596-3827
Telephone: (925) 938-2678 extension 224

If you would like to request documents, please do so by July 20, 2005 in order to receive them before your meeting.

        See "Where You Can Find Additional Information" beginning on page 169.

Cautionary Statement Concerning Forward-Looking Statements

        This joint proxy statement/prospectus and the documents incorporated into this joint proxy statement/prospectus by reference contain
"forward-looking statements" within the meaning of the Private Securities Litigation Reform Act of 1995. These statements are subject to risks
and uncertainties and are based on the beliefs and assumptions of management of Avid and Pinnacle. When Avid or Pinnacle uses words such as
"believes," "expects," "anticipates," "intends," "plans," "estimates," "should," "likely" or similar expressions, Avid and Pinnacle are making
forward-looking statements. In addition, forward-looking statements include the information concerning possible or assumed future results of
operations of Avid or Pinnacle, including those set forth under the sections entitled:

�
"Questions and Answers About the Merger"

�
"Summary"

�
"Risk Factors"

�
"Selected Combined Company Unaudited Pro Forma Financial Data"

�
"The Merger�Background of the Merger"

�
"The Merger�Consideration of the Merger by Avid�Avid's Reasons for the Merger and Board Approval"

�
"The Merger�Consideration of the Merger by Pinnacle�Pinnacle's Reasons for the Merger and Board Recommendation"

Edgar Filing: AVID TECHNOLOGY INC - Form S-4/A

9



iii

Edgar Filing: AVID TECHNOLOGY INC - Form S-4/A

10



        These forward-looking statements are subject to risks and uncertainties that may cause actual results to differ materially from those
indicated in the forward-looking statements, including but not limited to:

�
the possibility that the proposed merger will not close or that the closing will be delayed due to antitrust regulatory review or
other factors;

�
the challenges and costs of assimilating the operations and personnel of Pinnacle into Avid;

�
the ability of Avid and Pinnacle to attract and retain highly qualified employees;

�
competitive factors, including pricing pressures;

�
reaction of customers of Pinnacle and Avid and related risks of maintaining pre-existing relationships of Pinnacle;

�
fluctuating currency exchange rates;

�
adverse changes in general economic or market conditions, particularly in the content-creation industry; and

�
other one-time events and other important factors.

        For a discussion of some of these important factors, you should read carefully the section of this joint proxy statement/prospectus entitled
"Risk Factors." Avid and Pinnacle disclaim any obligation to update any forward-looking statements after the date of this joint proxy
statement/prospectus.

iv

Edgar Filing: AVID TECHNOLOGY INC - Form S-4/A

11



QUESTIONS AND ANSWERS ABOUT THE MERGER

Q:
What will Pinnacle shareholders receive in the merger?

A:
If the merger is completed, Pinnacle shareholders will receive for each share of Pinnacle common stock that they own 0.0869 of a
share of Avid common stock plus $1.00 in cash. Pinnacle shareholders will receive a cash payment, without interest, in lieu of any
fractional share of Avid common stock that they would otherwise be entitled to receive.

Q:
How will the merger affect outstanding options to purchase Pinnacle common stock?

A:
Immediately prior to the effective time of the merger, each unvested outstanding option to purchase Pinnacle common stock will be
accelerated in full, and each option holder will have the right to exercise his or her option in exchange for Pinnacle common stock.
Shares of Pinnacle common stock issued in connection with any such exercise will be converted into the right to receive the merger
consideration described above. Each option to purchase Pinnacle common stock that is "in-the-money" but not exercised at the
effective time of the merger will be automatically converted into the right to receive merger consideration equal in value to the number
of shares of Pinnacle common stock subject to such option multiplied by the difference between the value a holder of Pinnacle
common stock would receive in exchange for one share of Pinnacle common stock and the exercise price of such option. Options to
purchase Pinnacle common stock that are "out-of-the-money" and not exercised prior to the effective time of the merger will be
canceled upon the effective time with no right to receive any merger consideration. For a more complete description of the treatment
of options, see the section entitled "The Merger Agreement�Treatment of Pinnacle Stock Options and ESPP" on page 94.

Q:
When do you expect to complete the merger of Avid and Pinnacle?

A:
We expect to complete the merger during the third calendar quarter of 2005, but neither Avid nor Pinnacle can predict the exact
timing.

Q:
Do the boards of directors of Avid and Pinnacle recommend approval of the proposals required to complete the merger?

A:
Yes. For a more complete description of the recommendation of Avid's board of directors, see the sections entitled "The
Merger�Consideration of the Merger by Avid�Avid's Reasons for the Merger and Board Approval" beginning on page 62 and "Proposals
for Avid's 2005 Annual Meeting�Proposal 1: Amendment to Avid's Certificate of Incorporation�Board Recommendation" on page 138.
For a more complete description of the recommendation of Pinnacle's board of directors, see the sections entitled "The
Merger�Consideration of the Merger by Pinnacle�Pinnacle's Reasons for the Merger and Board Recommendation" beginning on page 70
and "Proposals for Pinnacle's Special Meeting�Proposal 1: Approval of the Terms of the Merger�Board Recommendation" on page 168.

Q:
What vote of Avid stockholders is required in order for Avid to complete the merger?

A:
In order to complete the merger, Avid must increase the number of shares of common stock authorized under its certificate of
incorporation. Avid's board of directors voted unanimously to recommend to Avid stockholders that Avid's certificate of incorporation
be amended to increase the number of shares of common stock authorized for issuance from 50,000,000 to 100,000,000. The purpose
of this increase is to provide shares for future corporate needs, such as capital-raising transactions, stock dividends, stock splits,
issuances under current or future stock plans and acquisitions, including the proposed merger with Pinnacle. In addition, Avid's board
of directors voted unanimously to approve the merger. The affirmative vote of the holders of a majority of the outstanding shares of
Avid common stock is required to approve the amendment to Avid's

1
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certificate of incorporation. Certain executive officers and directors of Avid have agreed to vote the shares of Avid common stock
owned by them in favor of the amendment to Avid's certificate of incorporation. As of June 7, 2005, the record date for Avid's annual
meeting, these officers and directors beneficially owned approximately 223,815 outstanding shares of Avid common stock,
representing less than 1% of the outstanding shares of Avid common stock.

Q:
What vote of Pinnacle shareholders is required in order for Pinnacle to complete the merger?

A:
The affirmative vote of the holders of a majority of the outstanding shares of Pinnacle common stock is required to approve the terms
of the merger. Certain executive officers and directors of Pinnacle have agreed to vote the shares of Pinnacle common stock owned by
them in favor of the approval of the terms of the merger. As of June 7, 2005, the record date for Pinnacle's special meeting, these
officers and directors beneficially owned approximately 231,134 outstanding shares of Pinnacle common stock, representing less than
1% of the outstanding shares of Pinnacle common stock.

Q:
What other proposals will be considered at Avid's annual meeting and Pinnacle's special meeting?

A:
Avid stockholders will consider and act upon the election of two Class III Directors, the approval of Avid's 2005 Stock Incentive Plan,
the ratification of PricewaterhouseCoopers LLP as Avid's independent registered public accounting firm for the current fiscal year and
the approval of adjournments or postponements of Avid's annual meeting if there are not sufficient votes to approve the amendment to
Avid's certificate of incorporation. For a more complete description of these proposals, see the section entitled "Proposals for Avid's
2005 Annual Meeting" beginning on page 137.

Pinnacle shareholders will consider and act upon the approval of adjournments or postponements of Pinnacle's special meeting if there
are not sufficient votes to approve the terms of the merger. For a more complete description of this proposal, see the section entitled
"Proposals for Pinnacle's Special Meeting" on page 168.

Q:
What do I need to do now?

A:
Avid and Pinnacle urge you to carefully read this joint proxy statement/prospectus, including its annexes, and to consider how the
merger will affect you. You also may want to review the documents referenced under the section entitled "Where You Can Find
Additional Information" beginning on page 169. You should then vote as soon as possible in accordance with the instructions provided
in this joint proxy statement/prospectus and on the enclosed proxy card for your meeting.

Q:
How do I vote?

A:
If you are an Avid stockholder, you should indicate how you want to vote on your proxy card. You may also attend Avid's annual
meeting and vote in person instead of submitting a proxy. If you are an Avid stockholder and fail either to return your proxy card
or to vote in person at Avid's annual meeting, or if you mark your proxy "abstain," it will have the same effect as a vote
against the approval of the amendment to Avid's certificate of incorporation. If you sign and mail in your proxy but fail to
indicate your vote on your proxy, your proxy will be counted as a vote for the amendment to Avid's certificate of incorporation, unless
your shares are held in street name. If your shares are held in street name, you will receive instructions from the holder of record that
you must follow for your shares to be voted.

If you are a Pinnacle shareholder, you should indicate how you want to vote on your proxy card. You may also attend Pinnacle's
special meeting and vote in person instead of submitting a proxy. If you are a Pinnacle shareholder and fail either to return your
proxy card or to vote in person at Pinnacle's special meeting, or if you mark your proxy "abstain," it will have the same effect
as a

2
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vote against the approval of the terms of the merger for all purposes other than perfection of dissenters' rights. If you sign and
mail in your proxy but fail to indicate your vote on your proxy, your proxy will be counted as a vote for the merger, unless your shares
are held in street name. If your shares are held in street name, you will receive instructions from the holder of record that you must
follow for your shares to be voted.

Q:
If my shares are held in a brokerage account, will my broker vote my shares for me?

A:
No, your broker cannot vote your shares on the proposal for Avid stockholders to approve the amendment to Avid's certificate of
incorporation or the proposal for Pinnacle shareholders to approve the terms of the merger without instructions from you on how to
vote. Therefore, it is important that you follow the directions provided by your broker regarding how to instruct your broker to vote
your shares. If you are an Avid stockholder and fail to follow the instructions provided by your broker, it will have the same
effect as a vote against the amendment to Avid's certificate of incorporation. If you are a Pinnacle shareholder and fail to
follow the instructions provided by your broker, it will have the same effect as a vote against the approval of the terms of the
merger for all purposes other than perfection of dissenters' rights.

Q:
May I change my vote after I have mailed in my signed proxy card?

A:
Yes, if you are an Avid stockholder, you may change your vote at any time before the vote takes place at Avid's annual meeting. To
change your vote, you may either submit a later-dated proxy card or send a written notice to Ethan E. Jacks at Avid Technology, Inc.,
Avid Technology Park, One Park West, Tewksbury, Massachusetts 01876, stating that you would like to revoke your proxy. In
addition, you may attend Avid's annual meeting and vote in person. However, if you elect to vote in person at Avid's annual meeting
and your shares are held by a broker, bank or other nominee, you must bring to Avid's annual meeting a proxy from the broker, bank
or other nominee authorizing you to vote the shares.

If you are a Pinnacle shareholder, you may change your vote at any time before the vote takes place at Pinnacle's special meeting. To
change your vote, you may either submit a later-dated proxy card or send a written notice to Scott E. Martin at Pinnacle Systems, Inc.,
280 North Bernardo Avenue, Mountain View, California 94043, stating that you would like to revoke your proxy. In addition, you
may attend Pinnacle's special meeting and vote in person. However, if you elect to vote in person at Pinnacle's special meeting and
your shares are held by a broker, bank or other nominee, you must bring to Pinnacle's special meeting a proxy from the broker, bank or
other nominee authorizing you to vote the shares.

Q:
Should Pinnacle shareholders send in the certificates representing their shares of Pinnacle common stock?

A:
No, not at this time. After Avid and Pinnacle complete the merger, Avid's transfer agent will send instructions to Pinnacle shareholders
regarding the exchange of shares of Pinnacle common stock for Avid common stock and cash. Avid stockholders should not submit
their stock certificates at any time because their shares will not be converted in the merger.

Q:
What are the U.S. federal income tax consequences of the merger to Pinnacle shareholders?

A:
The merger is intended to qualify as a reorganization within the meaning of Section 368(a) of the Internal Revenue Code. If the merger
so qualifies, a Pinnacle shareholder will recognize gain, but not loss, for U.S. federal income tax purposes equal to the lesser of (a) the
excess of the sum of the cash and the fair market value, as of the effective time of the merger, of the shares of Avid common stock the
Pinnacle shareholder receives over the Pinnacle shareholder's adjusted tax basis in the shares of Pinnacle common stock surrendered in
exchange therefor and (b) the amount of cash the Pinnacle shareholder receives (excluding cash the Pinnacle shareholder receives in
lieu of
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a fractional share of Avid common stock). In addition, a Pinnacle shareholder should recognize gain or loss for United States federal
income tax purposes equal to the difference between the cash the Pinnacle shareholder receives in lieu of a fractional share of Avid
common stock and the tax basis allocable to the fractional share. Pinnacle shareholders are urged to read the information regarding the
material United States federal income tax consequences contained in the sections entitled "Summary�The Merger and Merger
Agreement�Material United States Federal Income Tax Considerations" on page 10 and "The Merger�Material United States Federal
Income Tax Consequences of the Merger" beginning on page 85. In certain circumstances, including if the fair market value of Avid
common stock at the effective time is below approximately $47 per share, the merger may not qualify as a reorganization within the
meaning of Section 368(a) of the Internal Revenue Code, in which event each Pinnacle shareholder will recognize gain or loss equal to
the difference between (a) the sum of the cash and the fair market value, as of the effective time of the merger, of the shares of Avid
common stock received by the Pinnacle shareholder in the merger and (b) the Pinnacle shareholder's tax basis in the shares of Pinnacle
common stock exchanged therefor. The tax consequences to a Pinnacle shareholder of the merger will depend on the shareholder's
particular circumstances. Each Pinnacle shareholder should consult his, her or its tax advisor for a full understanding of the tax
consequences of the merger to the shareholder.

Q:
What are the U.S. federal income tax consequences of the merger to holders of options to purchase Pinnacle common stock?

A:
Each holder of an option to purchase shares of Pinnacle common stock will have compensation income equal to the sum of the cash
and the fair market value, as of the effective time of the merger, of the shares of Avid common stock payable to the option holder in
exchange for his or her option. Avid may withhold any taxes required by law to be withheld from any amounts payable to a holder of
an option to purchase shares of Pinnacle common stock pursuant to the merger.

Q:
Are Avid stockholders or Pinnacle shareholders entitled to dissenters' or appraisal rights in connection with the merger?

A:
If you are an Avid stockholder, you have no dissenters' or appraisal rights in connection with the merger. If you are a Pinnacle
shareholder, you are entitled to dissenters' rights under the California General Corporation Law in connection with the merger if the
specific conditions set forth in the section entitled "The Merger�Dissenters' Rights and Appraisal Rights," which begins on page 89, are
met.

Q:
Whom may I contact with any additional questions?

A:
Avid stockholders may call Dean Ridlon, Investor Relations Director, Avid Technology, Inc. at (978) 640-5309 or write to him at
Avid Technology Park, One Park West, Tewksbury, Massachusetts 01876-1234.

Pinnacle shareholders may call Demer IR Counsel, Inc. at (925) 938-2678 extension 224 or write to Demer IR Counsel, Inc.,
1981 North Broadway, Suite 265, Walnut Creek, California 94596-3827.
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SUMMARY

This summary highlights selected information from this joint proxy statement/prospectus and may not contain all of the information that is
important to you. To understand the merger fully and for a more complete description of the legal terms of the merger, you should read carefully
this entire document and the documents to which we have referred you. See the section entitled "Where You Can Find Additional Information"
beginning on page 169.

The Companies

Avid Technology, Inc.
Avid Technology Park

One Park West
Tewksbury, Massachusetts 01876

(978) 640-6789

        Avid develops, markets, sells and supports a wide range of software and hardware for digital media production, management and
distribution. Digital media are video, audio or graphic elements in which the image, sound or picture is recorded and stored in digital values, as
opposed to analog, or tape-based, signals. Avid's diverse range of product and service offerings enables customers to "Make, Manage and Move
Media."

Pinnacle Systems, Inc.
280 North Bernardo Avenue

Mountain View, California 94043
(650) 526-1600

        Pinnacle is a supplier of digital video products to a variety of customers, ranging from individuals with little or no video experience to
broadcasters with specific and sophisticated requirements. Pinnacle's digital video products allow Pinnacle's customers to capture, edit, store,
view and play video, and to burn that programming onto a compact disc or digital versatile disc. For broadcasters, Pinnacle offers products that
provide solutions for live-to-air, play-out, editing and news broadcasts. For consumers, Pinnacle offers low-cost, easy-to-use home video editing
and viewing solutions that allow consumers to edit their home videos using a personal computer and view television programming on their
computers. In addition, Pinnacle provides products that allow consumers to view on their television sets video and other media content stored on
their computers.

The Merger and Merger Agreement

Stockholder Approval Required by Avid (Page 41)

        In order to complete the merger, Avid must increase the number of shares of common stock authorized under its certificate of
incorporation. On February 16, 2005, Avid's board of directors voted unanimously to recommend to Avid stockholders that Avid's certificate of
incorporation be amended to increase the number of shares of common stock authorized for issuance from 50,000,000 to 100,000,000. The
purpose of this increase is to provide shares for future corporate needs, such as capital-raising transactions, stock dividends, stock splits,
issuances under current or future stock plans, including the proposed stock incentive plan, and acquisitions, including the proposed merger with
Pinnacle. The affirmative vote of the holders of a majority of the outstanding shares of Avid common stock is required to approve the
amendment to Avid's certificate of incorporation. Certain executive officers and directors of Avid have agreed to vote the shares of Avid
common stock owned by them in favor of the amendment to Avid's certificate of incorporation. As of June 7, 2005, the record date for Avid's
annual meeting, these officers and directors beneficially owned approximately 223,815 outstanding
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shares of Avid common stock, representing less than 1% of the outstanding shares of Avid common stock.

Shareholder Approval Required by Pinnacle (Page 43)

        The affirmative vote of the holders of a majority of the outstanding shares of Pinnacle common stock is required to approve the terms of the
merger. Certain executive officers and directors of Pinnacle have agreed to vote the shares of Pinnacle common stock owned by them in favor of
the approval of the terms of the merger. As of June 7, 2005, the record date for Pinnacle's special meeting, these officers and directors
beneficially owned approximately 231,134 outstanding shares of Pinnacle common stock, representing less than 1% of the outstanding shares of
Pinnacle common stock.

Avid's Board Recommendation to Stockholders (Page 138)

        Avid's board of directors has voted unanimously to approve the merger and to recommend to Avid stockholders that Avid's certificate of
incorporation be amended to increase the number of shares of common stock authorized for issuance from 50,000,000 to 100,000,000, which
will provide shares for Avid's future corporate needs and will enable the issuance of shares of Avid common stock in the merger. Avid's board of
directors has determined that the merger is fair to, and in the best interests of, Avid. Avid's board of directors unanimously recommends that
Avid stockholders vote FOR the amendment to Avid's certificate of incorporation.

        Avid's board of directors considered a number of factors in determining to approve the merger agreement and the issuance of Avid common
stock in the merger and to recommend the amendment to Avid's certificate of incorporation. These considerations are described below under the
sections entitled "The Merger�Consideration of the Merger by Avid�Avid's Reasons for the Merger and Board Approval" beginning on page 62
and "Proposals for Avid's 2005 Annual Meeting�Proposal 1: Amendment to Avid's Certificate of Incorporation�Board Recommendation" on
page 138.

Pinnacle's Board Recommendation to Shareholders (Page 168)

        Pinnacle's board of directors has unanimously approved the merger agreement and the merger. Pinnacle's board of directors has determined
that the merger and the transactions contemplated by the merger agreement are advisable and fair to, and in the best interests of, Pinnacle
shareholders. Pinnacle's board of directors unanimously recommends that Pinnacle shareholders vote FOR the approval of the terms of the
merger.

        Pinnacle's board of directors considered a number of factors in determining to approve the merger agreement and the merger. These
considerations are described below under the section entitled "The Merger�Consideration of the Merger by Pinnacle�Pinnacle's Reasons For The
Merger and Board Recommendation" beginning on page 70.

Structure of the Merger (Page 93)

        If all of the conditions to the merger are satisfied or waived, a wholly-owned subsidiary of Avid will merge with and into Pinnacle. After
the merger, Pinnacle will become a wholly-owned subsidiary of Avid, and Pinnacle shareholders will become Avid stockholders.
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What Holders of Pinnacle Common Stock Will Receive (Page 93)

        If the merger is consummated, each outstanding share of Pinnacle common stock will be converted into the right to receive 0.0869 of a
share of Avid common stock plus $1.00 in cash. Based on the closing price of Avid common stock and the number of shares of Pinnacle
common stock outstanding on March 18, 2005 and assuming that no options to purchase shares of Pinnacle common stock are exercised prior to
the effective time of the merger:

�
Avid would issue a total of approximately 6.2 million shares of Avid common stock as a result of the merger, including
shares of Avid common stock that would be issued to former Pinnacle option holders; and

�
Avid would pay a total of approximately $71.3 million in cash as a result of the merger, including cash that would be paid to
former Pinnacle option holders.

        The 0.0869 of a share of Avid common stock plus $1.00 in cash that Pinnacle shareholders will receive for each share of Pinnacle common
stock are fixed numbers. Regardless of fluctuations in the market prices of Avid or Pinnacle common stock, this number will not change
between now and the effective date of the merger, but the value of the shares of Avid common stock to be received by Pinnacle shareholders will
fluctuate with the market price of Avid common stock.

        Avid will not issue fractional shares of Avid common stock in connection with the merger. Instead, Avid will pay cash, without interest, for
any fractional shares.

Treatment of Pinnacle Stock Options (Page 94)

        Immediately prior to the effective time of the merger, each unvested outstanding option to purchase Pinnacle common stock will be
accelerated in full, and each option holder will have the right to exercise his or her option in exchange for Pinnacle common stock. Shares of
Pinnacle common stock issued in connection with any such exercise will be converted into the right to receive the merger consideration
described above. Each option to purchase shares of Pinnacle common stock not exercised at or prior to the effective time with an exercise price
per share that is less than the value a holder of Pinnacle common stock would receive in exchange for one share of Pinnacle common stock in the
merger will be cancelled and converted into the right to receive cash plus shares of Avid common stock. The value of the cash plus shares of
Avid common stock received by the holder of an option to purchase shares of Pinnacle common stock will equal the number of shares of
Pinnacle common stock subject to such option multiplied by the difference between the value a holder of Pinnacle common stock would receive
in exchange for one share of Pinnacle common stock in the merger and the exercise price of such option. Each option to purchase shares of
Pinnacle common stock not exercised at or prior to the effective time with an exercise price per share that is equal to or greater than the value a
holder of Pinnacle common stock would receive in exchange for one share of Pinnacle common stock will be cancelled without payment of any
consideration. For the purposes of calculating the shares of Avid common stock and cash to be received by holders of options to purchase shares
of Pinnacle common stock, the value of a share of Avid common stock will be based on the last reported sales price of Avid common stock on
the Nasdaq National Market on the effective date.
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Conditions to the Merger (Page 101)

        The completion of the merger depends on the satisfaction of a number of conditions, including:

�
Avid stockholders must have approved the amendment to Avid's certificate of incorporation increasing the number of
authorized shares of Avid common stock;

�
Pinnacle shareholders must have approved the terms of the merger;

�
the waiting period applicable to the consummation of the merger under the Hart-Scott-Rodino Antitrust Improvements Act
of 1976, or the Hart-Scott-Rodino Act, shall have expired or been terminated, and all other necessary approvals under
applicable antitrust laws shall have been obtained, except with respect to jurisdictions in which neither Avid nor Pinnacle
derives significant sales;

�
the registration statement on Form S-4 of which this joint proxy statement/prospectus is a part must have become effective
and not be the subject of a stop order, and no proceedings seeking a stop order shall have been threatened or initiated; and

�
other conditions specified in the merger agreement shall have been satisfied.

        The party entitled to assert any condition to the merger may waive the condition.

No Solicitation by Pinnacle (Page 99)

        Pinnacle has agreed that until the effective time of the merger or the termination of the merger agreement, whichever occurs first, it will
not, and will not authorize or permit any of its directors, officers, employees, affiliates or their representatives to, directly or indirectly:

�
solicit, initiate, knowingly or intentionally encourage, or take any other action to facilitate any inquiries, proposals or offers
that constitute, or could reasonably be expected to lead to, any acquisition proposal, as defined in the merger agreement;

�
engage in any discussions or negotiations regarding, furnish to any person any information with respect to, or assist or
participate in any effort or attempt by any person with respect to any acquisition proposal;

�
subject to applicable law and the satisfaction of certain conditions, withdraw or modify, or propose to withdraw or modify,
the approval of the merger by Pinnacle's board of directors or the recommendation by Pinnacle's board of directors that
Pinnacle shareholders approve the terms of the merger;

�
cause or permit Pinnacle to enter into any agreement, letter of intent, merger agreement or similar agreement constituting or
relating to any acquisition proposal, except as specifically provided in the merger agreement; or

�
adopt, approve or recommend, or propose to adopt, approve or recommend, any acquisition proposal.

        Notwithstanding the foregoing, Pinnacle and its board of directors may furnish non-public information to, and enter into discussions or
negotiations with, a person or entity in connection with an acquisition proposal that is reasonably likely to lead to a superior proposal, as defined
in the merger agreement, if Pinnacle's board of directors determines in good faith, after consultation with its outside counsel and financial
advisor, that such action is necessary for it to comply with its fiduciary duties to shareholders.
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Termination of the Merger Agreement (Page 104)

        Avid and Pinnacle can mutually agree to terminate the merger agreement without completing the merger. In addition, Avid and Pinnacle
can each terminate the merger agreement under the circumstances set forth in the merger agreement and described below in this joint proxy
statement/prospectus.

Termination Fees and Expenses (Page 105)

        Avid and Pinnacle generally will bear their own expenses related to the merger. Avid and Pinnacle are each obligated to pay the other a
termination fee of $15,000,000 if the merger agreement is terminated under specified circumstances set forth in the merger agreement and
described below in this joint proxy statement/prospectus.

Opinion of Avid's Financial Advisor (Page 64)

        In connection with the merger, Piper Jaffray & Co., or Piper Jaffray, Avid's financial advisor, rendered a written opinion, dated March 19,
2005, to Avid's board of directors that, as of March 19, 2005 and based upon and subject to the assumptions, factors, qualifications and
limitations set forth in its written opinion, the consideration proposed to be paid by Avid in the proposed merger was fair, from a financial point
of view, to Avid. The full text of the written opinion of Piper Jaffray is included in this joint proxy statement/prospectus as Annex D. Avid urges
its stockholders to read the opinion in its entirety to understand the procedures followed, the assumptions made, the matters considered and the
limitations on the review undertaken by Piper Jaffray in providing its opinion. Piper Jaffray's opinion is directed to Avid's board of directors and
relates only to the fairness of the consideration to be paid by Avid in the proposed merger from a financial point of view to Avid as of the date of
the opinion. The written opinion does not constitute an opinion or recommendation to any Avid stockholder as to how the stockholder should
vote with respect to the proposed amendment to Avid's certificate of incorporation.

Opinion of Pinnacle's Financial Advisor (Page 73)

        In connection with the merger, Lazard Frères & Co. LLC, or Lazard, Pinnacle's financial advisor, rendered a written opinion, dated
March 20, 2005, to Pinnacle's board of directors that, as of March 20, 2005 and based upon and subject to the assumptions, factors and
qualifications described in its written opinion, the consideration to be paid to Pinnacle shareholders in the merger is fair, from a financial point
of view, to Pinnacle shareholders. The full text of the written opinion of Lazard is included in this joint proxy statement/prospectus as Annex E.
Pinnacle encourages its shareholders to read the opinion carefully in its entirety for a description of the procedures followed, assumptions made,
matters considered and the qualifications and limitations on the review undertaken by Lazard in connection with its opinion. Lazard's opinion is
directed to Pinnacle's board of directors and only addresses the fairness to Pinnacle shareholders of the consideration to be paid to Pinnacle
shareholders in the merger from a financial point of view as of the date of the opinion. The written opinion does not constitute an opinion or
recommendation to any Pinnacle shareholder as to any matter relating to the merger.
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Interests of Certain Persons in the Merger (Page 80)

        In considering the recommendation of Pinnacle's board of directors, Pinnacle shareholders should be aware of the interests that certain
Pinnacle executive officers and directors have in the merger. These include:

�
severance payments, retention payments, acceleration of options and other potential benefits for certain executive officers
and directors of Pinnacle that may be paid under pre-existing agreements, programs and stock option plans;

�
as of June 1, 2005, the executive officers and directors of Pinnacle held 260,809 shares of Pinnacle common stock and
options to purchase 3,287,959 shares of Pinnacle common stock; and

�
customary rights to indemnification of directors and executive officers of Pinnacle against specified liabilities.

        In considering the fairness of the merger to Pinnacle shareholders, Pinnacle's board of directors took into account these interests. Some of
these interests are different from, or in addition to, the interests of Pinnacle shareholders generally in the merger.

Material United States Federal Income Tax Considerations (Page 85)

        The merger is intended to qualify as a reorganization within the meaning of Section 368(a) of the Internal Revenue Code. If the merger so
qualifies, a Pinnacle shareholder will recognize gain, but not loss, for United States federal income tax purposes equal to the lesser of (a) the
excess of the sum of the cash and the fair market value, as of the effective time of the merger, of the shares of Avid common stock the Pinnacle
shareholder receives over the Pinnacle shareholder's adjusted tax basis in the shares of Pinnacle common stock surrendered in exchange therefor
and (b) the amount of cash the Pinnacle shareholder receives (excluding cash the Pinnacle shareholder receives in lieu of a fractional share of
Avid common stock). In addition, a Pinnacle shareholder should recognize gain or loss for United States federal income tax purposes equal to
the difference between the cash the Pinnacle shareholder receives in lieu of a fractional share of Avid common stock and the tax basis allocable
to the fractional share. Pinnacle shareholders are urged to read the information regarding the material United States federal income tax
consequences contained in this joint proxy statement/prospectus carefully. In certain circumstances, including if the fair market value of Avid
common stock at the effective time is below approximately $47 per share, the merger may not qualify as a reorganization within the meaning of
Section 368(a) of the Internal Revenue Code, in which event a Pinnacle shareholder will recognize gain or loss equal to the difference between
(a) the sum of the cash and the fair market value, as of effective time of the merger, of the shares of Avid common stock received by the
Pinnacle shareholder in the merger and (b) the Pinnacle shareholder's tax basis in the shares of Pinnacle common stock exchanged therefor.

        Each holder of options to purchase shares of Pinnacle common stock will have compensation income equal to the sum of the cash and the
fair market value, as of the effective time of the merger, of the shares of Avid common stock the option holder receives in exchange for his or
her option. Avid may withhold any taxes required by law to be withheld from any amounts payable to a holder of an option to purchase shares of
Pinnacle common stock pursuant to the merger.

This tax treatment may not apply to certain Pinnacle shareholders, and certain Pinnacle shareholders may be subject to taxes other
than United States federal income taxes. Pinnacle shareholders are urged to consult their own tax advisors for a full understanding of
the tax consequences of the merger to them.
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Accounting Treatment (Page 88)

        Avid will account for the merger as a purchase of a business, which means that the assets and liabilities of Pinnacle, including intangible
assets, will be recorded at their fair value and the results of operations of Pinnacle will be included in Avid's results from the effective date of the
merger.

Dissenters' Rights (Page 89)

        Under applicable law:

�
Avid stockholders have no dissenters' or appraisal rights with respect to the merger; and

�
Pinnacle shareholders are entitled to dissenters' rights under the California General Corporation Law in connection with the
merger if the specific conditions set forth in the section entitled "The Merger�Dissenters' Rights and Appraisal Rights," which
begins on page 89, are met.

How the Rights of Pinnacle Shareholders Will Differ as Avid Stockholders (Page 125)

        The rights of Pinnacle shareholders as Avid stockholders after the merger will be governed by Avid's certificate of incorporation and
bylaws and the laws of the State of Delaware. Those rights differ from the rights of Pinnacle shareholders under Pinnacle's articles of
incorporation and bylaws and the laws of the State of California.

Avid Price Information (Page 39)

        Shares of Avid common stock are listed on the Nasdaq National Market. On March 18, 2005, the last full trading day prior to the public
announcement of the proposed merger, Avid common stock closed at $62.95 per share. On June 7, 2005, Avid common stock closed at $57.12
per share.

Pinnacle Price Information (Page 39)

        Shares of Pinnacle common stock are listed on the Nasdaq National Market. On March 18, 2005, the last full trading day prior to the public
announcement of the proposed merger, Pinnacle common stock closed at $4.97 per share. On June 7, 2005, Pinnacle common stock closed at
$5.77 per share.
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RISK FACTORS

Risks Relating to the Merger

Because Pinnacle shareholders will receive a fixed ratio of 0.0869 of a share of Avid common stock plus $1.00 in cash for each share of
Pinnacle common stock that they own at the closing of the merger, if Avid's stock price decreases for any reason, Pinnacle shareholders will
receive less value for their Pinnacle common stock.

        At the closing of the merger, each share of Pinnacle common stock will be converted in accordance with a fixed exchange ratio into the
right to receive 0.0869 of a share of Avid common stock plus $1.00 in cash. Accordingly, while the cash portion of the exchange ratio will not
fluctuate, the then-current dollar value of Avid common stock that Pinnacle shareholders will receive upon the completion of the merger will
depend entirely upon the market value of Avid common stock at the time the merger is completed, which may be lower than the closing price of
Avid common stock on the last full trading day preceding the public announcement of the merger, the last full trading day prior to the date of
this joint proxy statement/prospectus or the date of Avid's annual meeting and Pinnacle's special meeting. Moreover, the completion of the
merger may occur some time after approvals from Avid stockholders and Pinnacle shareholders have been obtained. The market price of Avid
common stock has experienced volatility in the past, with a trading high of $68.35 and low of $40.90 on the Nasdaq National Market between
January 1, 2004 and the date of this joint proxy statement/prospectus, and neither Avid nor Pinnacle can predict or give any assurances as to the
market price of Avid common stock at any time before or after the completion of the merger. Neither Avid nor Pinnacle may unilaterally
terminate or renegotiate the merger agreement solely because of changes in the market price of Avid common stock or Pinnacle common stock.
Any reduction in the price of Avid common stock will result in Pinnacle shareholders receiving less value in the merger at closing.

Avid may face challenges in integrating Avid and Pinnacle and, as a result, may not realize the expected benefits of the proposed merger.

        The successful integration of Avid and Pinnacle will require, among other things, integration of Pinnacle's operations, policies and
personnel into Avid. Avid may not achieve successful integration in a timely manner, or at all, and Avid may not realize the benefits and
synergies of the merger to the extent, or in the timeframe, anticipated. The diversion of the attention of Avid's management and any difficulties
encountered in the process of combining the companies could cause disruption of the activities of the combined company's business. The
inability to integrate the operations, policies and personnel of Avid and Pinnacle successfully, or any significant delay in achieving integration,
could have a material adverse effect on the combined company after the merger and, as a result, on the market price of Avid common stock.

Customer, supplier, distributor and partner uncertainty about the merger or diversion of the attention of management of Avid or Pinnacle
could harm the combined company, or the respective businesses of Avid and Pinnacle, whether or not the merger is completed.

        Existing or potential customers of Avid or Pinnacle may, in response to the announcement or consummation of the merger, delay or defer
their purchasing decisions. In addition, customers and prospective customers could choose not to purchase their respective products or to reduce
or eliminate current products because of perceived or actual conflicts of interest or doubts about the combined company's ability to provide
products in a satisfactory manner. Furthermore, Avid and Pinnacle's respective suppliers, distributors and partners may experience uncertainty
about their future relationship with the combined company and may limit their involvement with either company until or after the merger is
completed. As a result, revenues that may have ordinarily been received by Avid or Pinnacle may be delayed or not earned at all. Additionally,
the diversion of the attention of
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management of Avid or Pinnacle due to the merger could cause disruption in Avid's business, Pinnacle's business or the combined company's
business, whether or not the merger is completed.

The merger could cause Pinnacle to lose key personnel, which could adversely affect Pinnacle's business.

        As a result of Pinnacle's change in ownership, current and prospective Pinnacle employees could experience uncertainty about their future
roles within Avid. This uncertainty may adversely affect Pinnacle's ability to attract and retain key management, sales, marketing and technical
personnel. Any failure to attract or retain key personnel could have a material adverse effect on the business of Pinnacle or the combined
company.

Obtaining required approvals and satisfying closing conditions may delay or prevent completion of the merger.

        Completion of the merger is conditioned upon Avid and Pinnacle obtaining required approvals and satisfying closing conditions, including:

�
approval by Pinnacle shareholders of the terms of the merger;

�
approval by Avid stockholders of an amendment to Avid's certificate of incorporation to increase the number of authorized
shares of Avid common stock from 50,000,000 to 100,000,000;

�
Avid and Pinnacle receiving all material governmental authorizations, consents, orders and approvals, including the
expiration or termination of applicable waiting periods under the Hart-Scott-Rodino Act; and

�
Avid and Pinnacle obtaining all other necessary approvals under applicable antitrust laws, except with respect to
jurisdictions in which neither Avid nor Pinnacle derives significant sales.

        The requirement for certain governmental approvals could delay the completion of the merger for a significant period of time after Avid
stockholders have approved the amendment to Avid's certificate of incorporation at Avid's annual meeting and Pinnacle shareholders have
approved the terms of the merger at Pinnacle's special meeting. See "The Merger Agreement�Closing Conditions" beginning on page 101 for a
discussion of the conditions to the completion of the merger and "The Merger�Regulatory Approvals in Connection with the Merger" on page 88
for a description of the regulatory approvals necessary in connection with the merger. No assurance can be given that these approvals will be
obtained or that the required conditions to closing will be satisfied. Even if all such approvals are obtained and the conditions are satisfied, no
assurance can be given as to the terms, conditions and timing of the approvals. Any significant delay in obtaining required approvals and
satisfying closing conditions relating to the merger may result in continued uncertainty about Avid's business and Pinnacle's business among
customers, suppliers, distributors and partners of each company, could cause continued distraction to management of Avid or Pinnacle or could
otherwise increase the risk of the merger not occurring.

If the fair market value of Avid common stock at the effective time is below approximately $47 per share, the merger will not qualify as a
reorganization and the holders of Pinnacle common stock will recognize taxable gain or loss for United States federal income tax purposes
on the entire portion of merger consideration received.

        Avid and Pinnacle intend that the merger qualify as a reorganization within the meaning of Section 368(a) of the Internal Revenue Code.
However, one of the requirements for a reorganization will not be satisfied, and the merger will not qualify as a reorganization, if the fair market
value of Avid common stock at the effective time is below approximately $47 per share, assuming that the number of outstanding shares of
Pinnacle common stock at the effective time of the merger is the same as the number of outstanding shares of Pinnacle common stock on June 7,
2005 and that none of Pinnacle's shareholders exercises dissenters' rights. If Pinnacle shareholders exercise dissenters' rights, even if the fair
market value of Avid common stock is above approximately $47 per share, the merger
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may not qualify as a reorganization. If the merger does not qualify as a reorganization, the holders of Pinnacle common stock will recognize
taxable gain or loss for United States federal income tax purposes on the entire portion of merger consideration received. See "The
Merger�Material United States Federal Income Tax Consequences of the Merger" beginning on page 85.

As a result of the merger, Avid will be a substantially larger and broader organization, and if Avid's senior executive team is unable to
manage the combined company, its operating results will suffer.

        As a result of the merger, Avid will face challenges inherent in efficiently managing an increased number of employees over large
geographic distances, including the need to develop appropriate systems, policies, benefits and compliance programs. The inability to manage
the organization of the combined company effectively could have a material adverse effect on the combined company after the merger and, as a
result, on the market price of Avid common stock.

Failure to complete the merger may result in Avid or Pinnacle paying a termination fee to the other. Such a failure could also result in a
decrease in the market price of Avid common stock or Pinnacle common stock and cause each company to incur legal and accounting fees.

        If the merger is not completed, Avid and Pinnacle may be subject to a number of material risks, including:

�
either Avid or Pinnacle may be required, under some circumstances, to pay the other a termination fee of $15,000,000;

�
the market price of Avid common stock or Pinnacle common stock may decline to the extent that the current market price
reflects a market assumption that the merger will be completed;

�
both companies may experience a negative reaction to the termination of the merger from respective customers, suppliers,
distributors or partners of each company; and

�
Avid and Pinnacle's respective costs incurred related to the merger, such as legal and accounting fees, must be paid even if
the merger is not completed.

        If the merger agreement is terminated and Pinnacle's board of directors seeks another merger or business combination, Pinnacle
shareholders cannot be certain that Pinnacle will be able to find a party willing to pay a price equivalent to or more attractive than the price Avid
has agreed to pay in the merger.

Avid may face challenges associated with sales of home video editing and viewing products to consumers.

        A significant portion of Pinnacle's revenues are derived from sales of its home video editing and viewing products to consumers. The
market for these products is highly competitive, and Avid expects to face price-based competition from competitors selling products similar to
Pinnacle's consumer products. Personnel from Avid's M-Audio business have experience in the consumer channel, but Avid's experience in
consumer video is limited. In addition, sales of consumer electronics and software increase in the second half of the year, reaching their peak
during the year-end holiday season. As a result, to the extent that following the merger a larger percentage of Avid's revenues are from the
consumer channel, Avid expects to experience greater seasonality in its revenues.

If Pinnacle's former shareholders and option holders sell the Avid common stock received in the merger immediately, they could cause a
decline in the market price of Avid common stock.

        Avid's issuance of common stock in the merger will be registered with the Securities and Exchange Commission. As a result, those shares
will be immediately available for resale in the public market, except that shares issued to Pinnacle's former shareholders and option holders who
are affiliates of Pinnacle before the merger or who become affiliates of Avid after the merger will be subject to transfer restrictions under the
federal securities laws. The number of shares of Avid common stock to be issued
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to Pinnacle's former shareholders and option holders in connection with the merger and immediately available for resale will equal
approximately 15% of the number of outstanding shares of Avid common stock currently in the public market. Pinnacle shareholders and
optionholders may sell the stock they receive immediately after the merger. If this occurs, or if other holders of Avid common stock sell
significant amounts of Avid common stock immediately after the merger is completed, the market price of Avid common stock may decline.

Some of the executive officers and directors of Pinnacle have interests that may have influenced them to support or approve the merger.

        Some of Pinnacle's executive officers and directors may have been influenced to approve the merger because of arrangements that provide
them with interests in the merger that are different from, or in addition to, the interests of Pinnacle shareholders generally in the merger. For
example, as a result of the merger or other triggering events, Pinnacle or the combined company could be obligated to make cash severance and
restricted stock unit payments to certain executive officers that, without giving effect to tax gross-up payments, could total a maximum of
approximately $5.1 million assuming certain restricted stock units are valued at $5.77 per share, the closing price of Pinnacle's common stock on
June 7, 2005. These arrangements are described under the section entitled "The Merger�Interests of Certain Persons in the Merger" beginning on
page 80. Pinnacle's board of directors was aware of and took into account these arrangements when it approved the merger.

Risks Relating to Avid's Business

Poor global economic conditions could adversely affect demand for Avid's products and the financial condition of Avid's suppliers,
distributors and resellers.

        The revenue growth and profitability of Avid's business depends primarily on the overall demand for Avid's products. If global economic
conditions worsen, demand for Avid's products may weaken, as could the financial health of Avid's suppliers, distributors and resellers, which
could adversely affect Avid's revenues and business.

Avid's performance will depend in part on continued customer acceptance of Avid's digital nonlinear editing products.

        Avid continues to introduce new digital non-linear products based on its Digital Nonlinear Accelerator architecture, including upgrades and
enhancements to its Media Composer Adrenaline and NewsCutter Adrenaline systems, as well as Avid Xpress Pro with Avid Mojo and Avid DS
Nitris hardware. Avid will need to continue to focus marketing and sales efforts on educating potential customers and Avid's resellers about the
uses and benefits of these products. The future success of certain of these products that enable high-definition production, such as Avid DS
Nitris, will also depend on demand for high definition content and appliances, such as television sets and monitors, that utilize the high
definition standard. In addition, the introduction of new products involves other risks, including the possibility of defects or errors, failure to
meet customer expectations, delays in shipping new products and the introduction of similar products by Avid's competitors. The introduction
and transition to new products could also have a negative impact on Avid's existing products, which could adversely affect Avid's revenues and
business.

The digital media business is large, widely dispersed and highly competitive, and Avid may not be successful in growing Avid's customer base
or predicting customer demand in this business.

        Avid is continuing to enhance its status in the digital broadcast business and has augmented its NewsCutter product offering with the Avid
Unity for News products, and other server, newsroom, and browser products. In this business, in addition to or in lieu of discrete point products,
customers often seek complex solutions involving highly integrated components, including the configuration of unique
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workflows, from a single or multiple vendors. Success in this business requires, among other things, creating and implementing compelling
solutions and developing a strong, loyal customer base.

        In addition, large, complex broadcast orders often require Avid to devote significant sales, engineering, manufacturing, installation, and
support resources to ensure their successful and timely fulfillment. As the broadcast business converts from analog to digital, Avid's strategy has
been to build Avid's broadcast solutions team in response to customer demand. To the extent that customer demand for Avid's broadcast
solutions exceeds Avid's expectations, Avid may encounter difficulties in the short term meeting its customers' needs. Meanwhile, Avid's
competitors may devote greater resources to the broadcast business than Avid does, or may be able to leverage their presence more effectively. If
Avid is unsuccessful in expanding within the digital broadcast business or in predicting and satisfying customer demand, Avid's business and
revenues could be adversely affected.

A portion of Avid's revenue is dependent on sales of large, complex solutions.

        Avid expects sales of large, complex solutions to continue to constitute a material portion of its net revenues, particularly as news stations
convert from analog, or tape-based, processes to digital formats. Avid's quarterly and annual revenues could fluctuate if:

�
sales to one or more of Avid's customers are delayed or are not completed within a given quarter;

�
contract terms preclude Avid from recognizing revenues relating to one or more significant contracts during a particular
quarter;

�
news stations' migrations to networked digital infrastructure slow down;

�
Avid is unable to complete complex customer installations on schedule;

�
Avid's customers reduce their capital investments in Avid's products in response to slowing economic growth; or

�
any of Avid's large customers terminates its relationship with Avid or significantly reduces the amount of business it does
with Avid.

When Avid acquires other companies or businesses, Avid becomes subject to potential events or circumstances that could hurt its business.

        Avid periodically acquires other companies or businesses. For example, in January 2004, Avid acquired NXN Software GmbH, a company
that manufactures asset and production management systems specifically targeted for the entertainment and computer graphics industries, and, in
August 2004, Avid acquired Midiman, Inc. (d/b/a M-Audio), a provider of digital audio and MIDI solutions for electronic musicians and audio
professionals. The risks associated with such acquisitions include, among others:

�
the difficulty of assimilating the operations, policies and personnel of the target companies;

�
the failure to realize anticipated returns on investment, cost savings and synergies;

�
the diversion of management's time and attention;

�
the dilution existing Avid stockholders experience if Avid issues common stock or other equity rights in the acquisition;

�
the potential loss of key employees of the target company;
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�
the difficulty in complying with a variety of foreign laws and regulations;

�
the impairment of relationships with customers or suppliers;

�
the risks associated with contingent payments and earnouts;
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�
the possibility of incurring debt and amortization expenses related to goodwill and other intangible assets; and

�
unidentified issues not discovered in due diligence, which may include product quality issues and legal contingencies.

        Such acquisitions often involve significant transaction-related costs and could cause disruption to normal operations. In the future, Avid
may also make debt or equity investments. If so, Avid may fail to realize anticipated returns on such investments. If Avid is unable to overcome
or mitigate these risks, they could adversely affect Avid's business and revenues.

Avid competes with many other enterprises, and Avid expects competition to intensify in the future.

        The digital video and audio businesses are highly competitive, with limited barriers to entry, and are characterized by pressure to reduce
prices, incorporate new features and accelerate the release of new products. Some of Avid's current and potential competitors have substantially
greater financial, technical, distribution, support and marketing resources than Avid does. Such competitors may use these resources to lower
their product costs, allowing them to reduce prices to levels at which Avid could not operate profitably. Delays or difficulties in product
development and introduction may also harm Avid's business. In addition to price, Avid's products must also compete favorably with Avid's
competitors' products in terms of reliability, performance, ease of use, range of features, product enhancements, reputation and training. If Avid
is unable to compete for its target customers effectively, its business and results of operations could suffer.

        New product announcements by Avid's competitors and by Avid also could have the effect of reducing customer demand for Avid's
existing products. New product introductions require Avid to devote time and resources to training Avid's sales channels in product features and
target customers, with the temporary result that the sales channels may have less time to devote to selling Avid's products. In addition, Avid's
introduction of new products and expansion of existing product offerings can put Avid into competition with companies with whom Avid
formerly collaborated. To the extent such companies discontinue their alliances with Avid, it could have a negative impact on Avid's business.

Avid's products are complex, and may contain errors or defects resulting from such complexity.

        As Avid continues to enhance and expand its product offerings, Avid's products have grown increasingly complex and, despite extensive
testing and quality control, may contain errors or defects. Such errors or defects could cause Avid to issue corrective releases and could result in
loss of revenues, delay of revenue recognition, increased product returns, lack of market acceptance and damage to Avid's reputation.

Avid has a significant presence in the audio business, and therefore the growth of its audio business will depend in part on its ability to
successfully introduce new products.

        Avid's Digidesign division has a significant presence in the audio business, due in large part to a series of successful product introductions.
Avid's future success will depend in part upon Avid's ability to offer, on a timely and cost-effective basis, new audio products and enhancements
of Avid's existing audio products. This can be a complex and uncertain process, and Avid could experience design, manufacturing, marketing, or
other difficulties that delay or prevent the introduction of new or enhanced products, or the integration of acquired products, which, in turn,
could harm Avid's business.

        A component of M-Audio's business strategy is to expand into the highly competitive consumer channel, a sales channel in which Avid has
limited experience. Historically, a significant portion of Avid's audio revenues has been derived from sales to professional musicians and
studios. M-Audio is currently expanding its sales channel to include sales through the broader consumer channel. Members

17

Edgar Filing: AVID TECHNOLOGY INC - Form S-4/A

29



of M-Audio's senior staff have experience in this channel, but Avid's overall experience addressing the consumer channel is limited, and the
process of developing a channel for non-specialty stores and establishing Avid's products in these stores will be difficult. While Avid is not
anticipating that a material portion of its revenues will come through the consumer audio channel in the near term, there are costs related to
pursuing the consumer channel that are, to a large extent, fixed. As a result, Avid may be unable to adjust its spending in a timely manner to
compensate for any unexpected revenue shortfall, which would harm Avid's operating results. Also, to the extent Avid increases sales of its
audio products through the consumer channel, Avid expects to experience greater seasonality in sales of such products. Typically, sales of
consumer electronics and software increase in the second half of the year, reaching their peak during the year-end holiday season.

Avid's use of independent firms and contractors to perform some of Avid's product development and manufacturing activities could expose
Avid to risks that could adversely impact Avid's revenues.

        Independent firms and contractors, some of whom are located in other countries, perform some of Avid's product development and
manufacturing activities. Avid generally owns the software developed by these contractors. The use of independent firms and contractors,
especially those located abroad, could expose Avid to risks related to governmental regulation, foreign taxation, intellectual property ownership
and rights, exchange rate fluctuation, political instability and unrest, natural disasters and other risks, which could adversely impact Avid's
revenues.

An interruption of Avid's supply of certain products or key components from Avid's sole source suppliers, or a price increase in such
products or components, could hurt Avid's business.

        Avid is dependent on a number of specific suppliers for certain products and key components of Avid's products. Avid purchases these sole
source products and components pursuant to purchase orders placed from time to time. Avid generally does not carry significant inventories of
these sole source products and components and has no guaranteed supply arrangements. If any of Avid's sole source vendors should fail to
produce such products or to supply or enhance such components, such failure could imperil Avid's supply and Avid's ability to continue selling
and servicing products that use these components. Similarly, if any of Avid's sole source vendors should encounter technical, operating or
financial difficulties, such difficulties could threaten Avid's supply of these products or components. While Avid believes that alternative
sources for these products and components could be developed, or Avid's products could be redesigned to permit the use of alternative
components, an interruption of Avid's supply could damage Avid's business and negatively affect Avid's operating results.

        Avid's gross profit margin varies from product to product depending primarily on the proportion and cost of third-party hardware included
in each product. From time to time, Avid adds functionality and features to its products. If Avid effects such additions through the use of more,
or more costly, third-party hardware, and is not able to increase the prices of such products to offset these increased costs, Avid's gross profit
margin on these products could decrease and Avid's operating results could be adversely affected.

Avid relies on third-party software for some of its products and if Avid is unable to use or integrate such software, its product and service
development may be delayed.

        Avid relies on certain software that Avid licenses from third parties, including software that is bundled with its products and sold to end
users and software that is integrated with internally developed software and used in Avid's products to perform key functions. These third-party
software licenses may not continue to be available on commercially reasonable terms, and the software may not be appropriately supported,
maintained or enhanced by the licensors. The loss of licenses to, or inability to support, maintain and enhance, any such software, could result in
increased costs, or in delays or reductions in product shipments until equivalent software could be developed, identified, licensed and integrated,
which would likely harm Avid's business.
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Qualifying and supporting Avid's products on multiple computer platforms is time consuming and expensive.

        Avid's software engineers devote significant time and effort to qualify and support Avid's products on various computer platforms,
including Microsoft and Apple platforms. Computer platform modifications and upgrades require additional time to be spent to ensure that
Avid's products function properly. To the extent that the current configurations of qualified and supported platforms change or Avid needs to
qualify and support new platforms, Avid could be required to expend valuable engineering resources, which could adversely affect Avid's
operating results.

Avid's operating results are dependent on several unpredictable factors.

        The revenue and gross profit from Avid's products depend on many factors, including:

�
mix of products sold;

�
cost and proportion of third-party hardware and software included in such products;

�
product distribution channels;

�
acceptance of Avid's new product introductions;

�
product offers and platform upgrades;

�
price discounts and sales promotion programs;

�
volume of sales of aftermarket hardware products;

�
costs of swapping or fixing products released to the market with defects;

�
provisions for inventory obsolescence;

�
competitive pressure on product prices;

�
costs incurred in connection with "solution" sales, which typically have longer selling and implementation cycles; and

�
timing of delivery of solutions to customers.

        Changes in any of these factors could adversely affect Avid's operating results.

Avid's international operations expose Avid to significant exchange fluctuations and regulatory, intellectual property and other risks that
could harm Avid's operating results.

        Avid generally derives approximately half of its revenues from customers outside of the United States. This business is, for the most part,
transacted through international subsidiaries and generally in the currency of the end-user customers. Therefore, Avid is exposed to the risk that
changes in foreign currency could adversely impact its revenues, net income (loss) and cash flow. To hedge against the foreign exchange
exposure of certain forecasted receivables, payables and cash balances of Avid's foreign subsidiaries, Avid enters into foreign currency
forward-exchange contracts. The success of Avid's hedging program depends on forecasts of transaction activity in the various currencies. To
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the extent that these forecasts are over- or understated during periods of currency volatility, Avid could experience currency gains or losses.

        Other risks inherent in Avid's international operations include changes in regulatory practices, environmental laws, tax laws, trade
restrictions and tariffs, longer collection cycles for accounts receivable, and greater difficulty in protecting intellectual property.

Avid's operating costs are tied to projections of future revenues, which may differ from actual results.

        Avid's operating expense levels are based, in part, on Avid's expectations of future revenues. Such future revenues are difficult to predict. A
significant portion of Avid's business occurs near the end of each quarter, which can impact Avid's ability to forecast revenues on a quarterly
basis with precision.
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Further, Avid is generally unable to reduce quarterly operating expense levels rapidly in the event that quarterly revenues levels fail to meet
internal expectations. Therefore, if quarterly revenue levels fail to meet internal expectations upon which expense levels are based, Avid's results
of operations could be adversely affected.

Terrorism, acts of war and other catastrophic events may seriously harm Avid's business.

        Terrorism, acts of war or other catastrophic events may disrupt Avid's business and harm Avid's employees, facilities, suppliers,
distributors, resellers or customers, which could significantly impact Avid's revenue and operating results. The increasing presence of these
threats has created many economic and political uncertainties that could adversely affect Avid's business and stock price in ways that cannot be
predicted. Avid is predominantly uninsured for losses and interruptions caused by terrorism, acts of war and other catastrophic events.

If Avid fails to maintain strong relationships with its resellers, distributors and suppliers, Avid's ability to deploy its products successfully
may be harmed.

        Avid sells many of its video products and services, and substantially all of its audio products and services, indirectly through resellers and
distributors. In Avid's audio segment, a few distributors account for a significant portion of Avid's revenues in that segment. The loss of one or
more key distributors could reduce Avid's revenues. The resellers and distributors of Avid's video segment products typically purchase Avid
software and Avid-specific hardware from Avid, and third-party components from various other vendors, in order to produce complete systems
for resale. Any disruption to Avid's resellers and distributors, or their third-party suppliers, could reduce Avid's revenues. Increasingly, Avid is
distributing its products directly, which could put Avid in competition with its resellers and distributors and could adversely affect Avid's
revenues. In addition, Avid's resellers could diversify the manufacturers from whom they purchase products to sell to final end users, which
could lead to a weakening of Avid's relationships with its resellers and could adversely affect its revenues.

        Most of the resellers and distributors of Avid's video products are not granted rights to return products after purchase, and actual product
returns from such resellers and distributors have been insignificant to date. Avid's revenues from sales of audio products is generally derived,
however, from transactions with distributors and authorized resellers that typically allow limited rights of return, inventory stock rotation and
price protection. Accordingly, reserves for estimated returns and exchanges, and credits for price protection are recorded as a reduction of
revenues upon shipment of the related products to such distributors and resellers, based upon Avid's historical experience. To date, actual returns
have not differed materially from management's estimates. However, if returns of Avid's audio segment products were to exceed estimated
levels, Avid's revenues and operating results could be adversely impacted.

Changes in accounting rules could adversely affect Avid's future operating results.

        Avid's financial statements are prepared in accordance with United States generally accepted accounting principles. These principles are
subject to interpretation by various governing bodies, including the Financial Accounting Standards Board and the Securities and Exchange
Commission which promulgate and interpret appropriate accounting regulations. Changes from current accounting regulations, including
changes in the rules regarding accounting for stock-based compensation, may have a significant effect on Avid's reported financial results.

Avid's future growth could be harmed if Avid loses the services of certain employees.

        Avid's success depends upon the services of a talented and dedicated workforce, including members of Avid's executive team and
employees in technical positions. The loss of the services of one
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or more key employees could harm Avid's business. Avid's success also depends upon Avid's ability to attract and retain highly skilled new
employees. Competition for such employees is intense in the industries and geographic areas in which Avid operates. In the past, Avid has relied
on its ability to grant stock options as one mechanism for recruiting and retaining highly skilled talent. If Avid's 2005 Stock Incentive Plan is not
approved by Avid stockholders, Avid's ability to provide these incentives will be impaired. Even if Avid's 2005 Stock Incentive Plan is
approved, changes in the accounting rules that will require Avid to expense stock options will impair Avid's ability to provide these incentives
without incurring compensation costs. If Avid is unable to compete successfully for talented employees, its business could suffer.

If Avid fails to manage its growth effectively, its business could be harmed.

        Avid's success depends on its ability to manage the growth of its operations effectively. As a result of Avid's acquisitions and increasing
demand for Avid's products and services, the scope of Avid's operations has grown both domestically and internationally. Avid's management
team will face challenges inherent in efficiently managing an increased number of employees over larger geographic distances. These challenges
include implementing effective operational systems, procedures and controls, as well as training new personnel. Inability to respond successfully
to these challenges could have a material adverse effect on the growth of Avid's business.

Avid's websites could subject Avid to legal claims that could harm Avid's business.

        Some of Avid's websites provide information and services to Avid's customers. To the extent that materials may be posted on or
downloaded from these websites and distributed to others, Avid may be subject to claims for defamation, negligence, copyright or trademark
infringement, personal injury, or other theories of liability based on the nature, content, publication or distribution of such materials. In addition,
although Avid has attempted to limit its exposure by contract, Avid may also be subject to claims for indemnification by end users in the event
that the security of its websites is compromised. As these websites are available on a worldwide basis, they could potentially be subject to a wide
variety of international laws.

Avid could incur substantial costs protecting its intellectual property or defending against a claim of infringement.

        Avid's ability to compete successfully and achieve future revenue growth depends, in part, on Avid's ability to protect its proprietary
technology and operate without infringing upon the intellectual property rights of others. Avid relies upon a combination of patent, copyright,
trademark and trade secret laws, confidentiality procedures and contractual provisions, as well as required hardware components and security
keys, to protect its proprietary technology. However, Avid's means of protecting its proprietary rights may not be adequate. In addition, the laws
of certain countries do not protect Avid's proprietary technology to the same extent as do the laws of the United States. From time to time,
unauthorized parties have obtained, copied and used information that Avid considers proprietary. Policing the unauthorized use of Avid's
proprietary technology is costly and time-consuming, and Avid is unable to measure the extent to which piracy of its software exists. Avid
expects software piracy to be a persistent problem.
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        Avid occasionally receives communications suggesting that its products may infringe the intellectual property rights of others. Avid's
practice is to investigate the factual basis of such communications and negotiate licenses where appropriate. While it may be necessary or
desirable in the future to obtain licenses relating to one or more products or relating to current or future technologies, Avid may be unable to do
so on commercially reasonable terms. If Avid is unable to protect its proprietary technology or unable to negotiate licenses for the use of others'
intellectual property, its business could be impaired.

        Avid also may be liable to some of its customers for damages that they incur in connection with intellectual property claims. Although Avid
attempts to limit its exposure to liability arising from infringement of third-party intellectual property rights in its agreements with customers,
Avid may not always be successful. If Avid is required to pay damages to its customers, or indemnify its customers for damages they incur,
Avid's business could be harmed. Moreover, even if a particular claim falls outside of Avid's indemnity or warranty obligations to its customers,
its customers may be entitled to additional contractual remedies against Avid.

Avid's association with industry organizations could subject Avid to litigation.

        Avid is a member of several industry organizations, trade associations and standards consortia. Membership in these and similar groups
could subject Avid to litigation as a result of the activities of such groups. For example, in connection with its anti-piracy program, designed to
enforce copyright protection of its software, Avid is a member of the Business Software Alliance. From time to time, the BSA undertakes
litigation against suspected copyright infringers. These lawsuits could lead to counterclaims alleging improper use of litigation or violation of
other local laws. To date, none of these lawsuits or counterclaims has had an adverse effect on Avid's results of operations, but should Avid
become involved in material litigation, its cash flows or financial position could be adversely affected.

Compliance with rules and regulations concerning corporate governance has caused Avid's operating expenses to increase and has put
additional demands on Avid's management.

        The Sarbanes-Oxley Act of 2002 and the rules and regulations of the Securities and Exchange Commission and the Nasdaq National
Market increased the scope, complexity and cost of Avid's corporate governance, reporting and disclosure practices. These laws, rules and
regulations also may divert management's attention from business operations, increase the cost of obtaining director and officer liability
insurance and make it more difficult for Avid to attract and retain qualified executive officers, key personnel and members of Avid's board of
directors.

If Avid experiences problems with its third-party leasing program, Avid's revenues could be adversely impacted.

        Avid has an established leasing program with a third party that allows certain of its customers to finance their purchases of Avid products.
If this program ended abruptly or unexpectedly, some of Avid's customers might be unable to purchase Avid's products unless or until they were
able to arrange for alternative financing, which could adversely impact Avid's revenues.

Avid's stock price may continue to be volatile.

        The market price of Avid common stock has experienced volatility in the past and could continue to fluctuate substantially in the future
based upon a number of factors, most of which are beyond Avid's control. These factors include:

�
changes in Avid's quarterly operating results;

�
shortfalls in Avid's revenues or earnings compared to securities analysts' expectations;
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�
changes in analysts' recommendations or projections;

�
fluctuations in investors' perceptions of Avid or Avid's competitors;

�
shifts in the markets for Avid's products;

�
development and marketing of products by Avid's competitors;

�
changes in Avid's relationships with suppliers, distributors, resellers, system integrators or customers;

�
announcements of major acquisitions;

�
a shift in financial markets; and

�
global macroeconomic conditions.

        Further, the stock market has experienced volatility with respect to the price of equity securities of high technology companies generally,
and this volatility has, at times, appeared to be unrelated to or disproportionate to any of the factors above.

Risks Relating to Pinnacle's Business

There are various factors that may cause Pinnacle's future net revenue and operating results to fluctuate. As a result, quarter-to-quarter
variations could result in a substantial decrease in the price of Pinnacle common stock and, after the merger, the price of Avid common
stock, if Pinnacle's net revenue and operating results are below expectations.

        Pinnacle's net revenue and operating results have varied significantly in the past and may continue to fluctuate because of a number of
factors, many of which are beyond Pinnacle's control. These factors include:

�
adverse changes in general economic conditions in any of the countries in which Pinnacle does business;

�
increased competition and pricing pressure;

�
the timing of significant orders from and shipments to major customers, including OEMs and Pinnacle's large broadcast
accounts;

�
Pinnacle's ability to retain, recruit and hire key executives, technical personnel and other employees in the positions and
numbers, with the experience and capabilities and at the compensation levels that Pinnacle needs to implement its business
and product plans;

�
the timing and customer acceptance of Pinnacle's new products and upgrades;

�
the timing of customer acceptance of large system sales;

�
Pinnacle's success in developing, marketing and shipping new products;
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�
Pinnacle's dependence on the distribution channels through which Pinnacle's products are sold;

�
the accuracy of Pinnacle and its resellers' forecasts of end-user demand;

�
the accuracy of inventory forecasts;

�
Pinnacle's ability to obtain sufficient supplies from its subcontractors on a timely basis;

�
the timing and level of consumer product returns;

�
foreign currency fluctuations;
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�
Pinnacle's ability to integrate the operations of acquired businesses successfully and to retain the customers of acquired
businesses;

�
delays and significantly higher costs associated with integrating the operations of acquired businesses than Pinnacle
anticipated;

�
failure to realize expected benefits from the disposition of non-core businesses and the distraction to Pinnacle's management
associated with such dispositions;

�
the discontinuation or sale of businesses resulting from Pinnacle's restructuring plan;

�
excess or obsolete inventories;

�
overdue or uncollectible accounts receivables;

�
the introduction of new products by major competitors;

�
intellectual property infringement claims by or against Pinnacle; and

�
changes to business terms and conditions with Pinnacle's large broadcast customers.

        Pinnacle also experiences significant fluctuations in orders and sales due to seasonal fluctuations, the timing of major trade shows and the
sale of consumer products in anticipation of the holiday season. Sales usually slow down during the summer months of July and August,
especially in Pinnacle's consumer business in Europe. Also, Pinnacle attends a number of annual trade shows, which can influence the ordering
pattern for Pinnacle's products, including CEBIT in March, the NAB convention in April and the IBC convention in September.

        Pinnacle's operating expense levels are based, in part, on Pinnacle's expectations of future revenue. Such future revenue levels are difficult
to forecast. Any shortfall in Pinnacle's quarterly net sales would have a disproportionate, negative impact on Pinnacle's quarterly net income.
The resulting quarter-to-quarter variations in Pinnacle's revenue and operating results could create uncertainty about the direction or progress of
Pinnacle's business, which could cause a decline in the price of Pinnacle common stock or, after the merger, a decline in the price of Avid
common stock.

        Due to these factors, Pinnacle's future net revenue and operating results are not predictable with any significant degree of accuracy. As a
result, Pinnacle believes that quarter-to-quarter comparisons of its operating results are not necessarily meaningful and should not be relied upon
as indicators of future performance.

If Pinnacle does not compete effectively against other companies for Pinnacle's target customers, Pinnacle's business and operating results
will be harmed.

        Pinnacle competes in the broadcast, professional, business and consumer video production business. Each of these businesses is highly
competitive and diverse, and the technologies for Pinnacle's products can change rapidly. The competitive nature of these businesses results in
pricing pressure and drives the need to incorporate product upgrades and accelerate the release of new products. New products are introduced
frequently and existing products are continually enhanced. Pinnacle anticipates increased competition in the broadcast, professional, business
and consumer video production businesses, particularly since the industry continues to undergo a period of rapid technological change and
consolidation. Competition for Pinnacle's broadcast, professional, business and consumer video products is generally based on:

�
product performance;

�
breadth of product line;
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�
quality of service and support;
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�
market presence and brand awareness;

�
price; and

�
ability of competitors to develop new, higher performance, lower cost consumer video products.

        Certain competitors in the broadcast, professional, business and consumer video businesses have larger financial, technical, marketing,
sales and customer support resources, greater name recognition and larger installed customer bases than Pinnacle does. In addition, some
competitors have established relationships with Pinnacle's current and potential customers and offer a wide variety of video equipment that can
be bundled in certain large system sales.

        Pinnacle's principal competitors for broadcast and professional customers include:

�
Adobe Systems, Inc.

�
Avid (prior to the proposed merger)

�
Chyron Corporation

�
Leitch Technology Corporation

�
Matsushita Electric Industrial Co. Ltd.

�
Quantel Ltd.

�
SeaChange Corporation

�
Sony Corporation

�
Thomson S.A.

        Pinnacle's principal competitors for business and consumer customers include:

�
Adobe Systems, Inc.

�
Apple Computer Inc.

�
Avid (prior to the proposed merger)

�
Hauppauge Digital, Inc.

�
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Matrox Electronics Systems, Ltd.

�
Microsoft Corporation

�
Roxio, Inc.

�
Sonic Solutions

�
Sony Corporation

�
Ulead Systems, Inc.

        The preceding lists are not all-inclusive.

        Increased competition in the business for broadcast, professional, business or consumer customers could result in price reductions, reduced
margins and loss of market share. If Pinnacle cannot compete effectively for these customers by offering products that are comparable in
functionality, ease of use and price to those of Pinnacle's competitors, Pinnacle's revenue will decrease and Pinnacle's operating results will be
adversely affected.
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Pinnacle incurred losses in fiscal year 2004 and the first three quarters of fiscal year 2005 and may generate losses in the fourth quarter of
fiscal year 2005.

        In its fiscal year ended June 30, 2004, Pinnacle recorded a net loss of approximately $54.2 million, which included acquisition-related
amortization charges, in-process research and development costs related to the acquisition of certain assets of SCM Microsystems, Inc. and
Dazzle Multimedia, Inc., restructuring costs, goodwill and other acquisition-related intangible asset impairment charges, interest expense related
to the DES earnout settlement, and a loss from discontinued operations.

        Pinnacle incurred net losses of $9.9 million, $6.9 million and $0.6 million during the first, second and third quarters of its fiscal year ending
June 30, 2005, respectively, and may incur net losses during the fourth quarter of its fiscal year ending June 30, 2005. In the future, Pinnacle's
operating results and the price of its common stock may decline if economic conditions deteriorate, Pinnacle's revenue grows at a slower rate
than in the past or declines, its expenses increase without a commensurate increase in Pinnacle's revenue, or Pinnacle takes any additional
restructuring charges or charges related to the sale of assets.

The sale of Pinnacle's Steinberg and Sports businesses may not result in the anticipated benefits for Pinnacle's operating results or
shareholders.

        On January 21, 2005, Pinnacle completed the sale of its Steinberg audio software business to Yamaha Corporation for $28.5 million in
cash. On February 4, 2005, Pinnacle completed the sale of its Sports business for $12.0 million in cash. Pinnacle believes that the sale of these
businesses will enable Pinnacle's management to focus on its core businesses where operating initiatives may result in greater growth of
Pinnacle's revenue and operating results. However, since many of Pinnacle costs, such as corporate infrastructure costs, are fixed, particularly in
the short term, the sale of these businesses will not result in significant cost reductions immediately. Therefore, because the revenue that these
businesses generated historically will not be repeated in future periods, Pinnacle's operating results will be adversely affected until Pinnacle's
costs are reduced or revenue that Pinnacle derived from its Steinberg and Sports products is replaced by revenue from its remaining businesses.

Failure to achieve and maintain effective internal controls in accordance with Section 404 of the Sarbanes-Oxley Act could have a material
adverse effect on Pinnacle's business and stock price.

        Pinnacle is in the process of documenting and testing Pinnacle's internal control procedures in order to satisfy the requirements of
Section 404 of the Sarbanes-Oxley Act, which requires an annual management assessment of the effectiveness of Pinnacle's internal control over
financial reporting and a report by Pinnacle's independent registered public accounting firm addressing this assessment. During the course of
Pinnacle's testing, Pinnacle has in the past identified, and may in the future identify, deficiencies which, despite the devotion of significant
resources and management attention, Pinnacle may not be able to remediate in time to meet the deadline imposed by the Sarbanes-Oxley Act for
compliance with the requirements of Section 404.

        Moreover, the process of documenting and testing Pinnacle's internal control procedures is more costly and challenging and requires
additional management resources due to the fact that Pinnacle is relying on outside consultants and has international operations, particularly in
Germany. It is also difficult for Pinnacle's management to predict how long it will take to complete the assessment of the effectiveness of
Pinnacle's internal control over financial reporting, which heightens the risk of unexpected delays in completing the assessment on a timely
basis. Pinnacle faces additional challenges to its ability to satisfy the requirements of the Sarbanes-Oxley Act in a timely manner due to its
pending merger with Avid, the completion of which is consuming significant resources and management and staff attention, particularly in
Pinnacle's finance department. In addition, since the announcement
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of the merger, Pinnacle has experienced an increase in the number of employee departures, particularly in its finance and accounting department.

        In addition, if Pinnacle fails to maintain the adequacy of Pinnacle's internal controls, as such standards are modified, supplemented or
amended from time to time, Pinnacle may not be able to ensure that Pinnacle can conclude on an ongoing basis that Pinnacle has effective
internal control over financial reporting in accordance with Section 404 of the Sarbanes-Oxley Act or Pinnacle's independent registered public
accounting firm may not be able to render an unqualified opinion concerning Pinnacle's assessment and the effectiveness of the internal control
over financial reporting. If Pinnacle fails to achieve and maintain an effective internal control environment or Pinnacle's independent registered
public accounting firm is unable to render an unqualified opinion, it could have a material adverse effect on investor confidence in Pinnacle's
reported financial information, business and stock price.

Pinnacle may be unable to attract, retain and motivate key senior management and technical personnel, which could seriously harm
Pinnacle's business.

        If certain of Pinnacle's key senior management and technical personnel leave or are no longer able to perform services for Pinnacle, this
could materially and adversely affect Pinnacle's business and may result in certain payments to those managers. Pinnacle has entered into change
of control severance agreements with certain executive officers that could result in the payment of certain benefits if management changes
trigger benefits in accordance with those agreements. In the past Pinnacle has failed to retain key senior management and may do so in the
future. Pinnacle believes that the efforts and abilities of Pinnacle's senior management and key technical personnel are very important to
Pinnacle's continued success. As a result, Pinnacle's success is dependent upon Pinnacle's ability to attract and retain qualified technical and
managerial personnel. Pinnacle may not be able to retain Pinnacle's key technical and managerial employees or attract, assimilate and retain such
other highly qualified technical and managerial personnel as are required in the future. Also, employees may leave Pinnacle and subsequently
compete against Pinnacle, or contractors may perform services for Pinnacle's competitors.

Pinnacle has recently experienced key personnel changes that could harm Pinnacle's business.

        Pinnacle has recently experienced several key personnel changes, particularly within Pinnacle's finance and accounting department. For
example, during fiscal year 2005, Arthur D. Chadwick resigned from his position as Pinnacle's Senior Vice President Finance and
Administration and Chief Financial Officer. In addition, an accounting director and Pinnacle's Director of Audit Services resigned during fiscal
year 2005. Pinnacle believes that the efforts and abilities of Pinnacle's senior finance personnel are very important to Pinnacle's continued
success and Pinnacle's ability to satisfy the requirements of Section 404 of the Sarbanes-Oxley Act. For example, Mary Dotz was appointed as
Pinnacle's Senior Vice President and Chief Financial Officer, effective January 17, 2005. Ms. Dotz replaced Suzy Seandel, who served as
Pinnacle's interim Chief Financial Officer since October 2004. Ms. Seandel continues to serve as Pinnacle's Vice President Finance and
Accounting. In addition, key sales personnel in Europe and the United States have recently resigned. Pinnacle's future success is dependent upon
Pinnacle's ability to attract new and retain existing qualified finance and sales personnel. Pinnacle may not be able to retain Pinnacle's key
finance and sales employees or attract, assimilate and retain such other highly qualified personnel as are required in the future, which could
materially and adversely affect Pinnacle's business. If Pinnacle loses the services of either Ms. Dotz or Ms. Seandel or is unable to recruit
qualified new personnel to replace recent departures in the finance and accounting department, Pinnacle's business could be adversely affected.
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In the past, Pinnacle has recognized a substantial portion of Pinnacle's revenue in the last month or weeks of a given quarter and may do so
again in future quarters.

        Pinnacle's sales were relatively even throughout the first, second and third quarters of fiscal year 2003 and the second, third and fourth
quarters of fiscal year 2004. However, during the fourth quarter of fiscal year 2003, the first quarter of fiscal year 2004, and the first, second and
third quarters of fiscal year 2005, Pinnacle recognized a substantial portion of its revenue in the last month or weeks of each quarter, and
Pinnacle's revenue depended substantially on orders booked during the last month or weeks of such quarter. Pinnacle may recognize a
substantial portion of Pinnacle's revenue in the last month or weeks of future quarters. This makes it difficult for Pinnacle to accurately predict
total sales for the quarter until late in the quarter. If certain sales cannot be closed during those last weeks, sales may be recognized in
subsequent quarters. This may cause Pinnacle's quarterly revenue to fall below analysts' expectations.

Since Pinnacle derives a large portion of its sales from foreign countries, it is subject to the risks of changing economic conditions
throughout the world and foreign currency risks.

        During the nine months ended March 31, 2005, sales of Pinnacle's products by geographic region were comprised of the following:
approximately 53.1% from Europe, 32.9% from the Americas, 9.9% from Asia Pacific and 4.1% from Japan. Sales of Pinnacle's products
outside of North America represented approximately 62.0% of net sales in the fiscal year ended June 30, 2004. Because Pinnacle expects that
international sales will continue to represent a significant portion of its net sales, Pinnacle is subject to the risks of changing economic conditions
in other countries around the world, which may harm Pinnacle's future international sales and, consequently, Pinnacle's business. In addition,
Pinnacle makes foreign currency denominated sales in many, primarily European, countries. This exposes Pinnacle to risks associated with
currency exchange fluctuations. Pinnacle expects that in fiscal year 2005 and beyond, a majority of Pinnacle's European sales will continue to be
denominated in local currencies, primarily the Euro. Pinnacle has developed natural hedges for some of this risk since most of the European
operating expenses are also denominated in local currency. As these local currencies, and especially the Euro, fluctuate in value against the U.S.
dollar, Pinnacle's sales, cost of sales, expenses and income may fluctuate when converted into U.S. dollars. While Pinnacle attempts to minimize
these foreign exchange exposures by taking advantage of natural hedge opportunities and by continually assessing the need to use foreign
currency forward exchange contracts to offset the risk associated with the effects of certain foreign currency exposures, Pinnacle's operational
structure is such that fluctuations in foreign exchange rates can impact and cause fluctuations in Pinnacle's sales, cost of sales, expenses, income
and cash balances.

Pinnacle's international presence and significant foreign operations may subject Pinnacle to additional risks and governmental regulation.

        Since Pinnacle conducts business internationally, with sales to foreign jurisdictions representing a significant portion of its operations,
Pinnacle may be subject to the following risks:

�
unexpected changes in regulatory requirements;

�
export license requirements;

�
restrictions and controls on the export of critical technology;

�
political instability;

�
trade restrictions;

�
changes in tariffs;

�
difficulties in staffing and managing international operations; and
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�
potential insolvency of international dealers and difficulty in collecting accounts.

        In addition, Pinnacle has significant operations in Europe, where a large number of engineers for its consumer division reside. Pinnacle's
management, which is principally located in the United States, may experience difficulty managing geographically disparate operations, such as
in Europe, and may encounter challenges with respect to managing foreign workforces, nationalizing foreign assets, including intellectual
property, and developing software in multiple foreign languages.

If Pinnacle's products do not keep pace with the technological developments in the rapidly changing video production industry, Pinnacle's
business may be materially adversely affected.

        The video production industry is characterized by rapidly changing technology, evolving industry standards and frequent new product
introductions. The introduction of products embodying new technologies or the emergence of new industry standards can render existing
products obsolete or unmarketable. For example, the broadcast business is currently undergoing a transition from tape-based systems to
information technology-based systems. Demand for Pinnacle's products may decrease if this transition slows or if Pinnacle is unable to adapt to
the next generation of industry standards. In addition, Pinnacle's future growth will depend, in part, upon Pinnacle's ability to introduce new
features and increased functionality for Pinnacle's existing products, improve the performance of existing products, respond to Pinnacle's
competitors' new product offerings and adapt to new industry standards and requirements. Delays in the introduction or shipment of new or
enhanced products, Pinnacle's inability to develop and introduce such new products in a timely manner, the failure of such products to gain
significant customer acceptance or problems associated with new product transitions could materially harm Pinnacle's business, particularly on a
quarterly basis.

        Pinnacle is critically dependent on the successful introduction, customer acceptance, manufacture and sale of new products that offer
Pinnacle's customers additional features and enhanced performance at competitive prices. Once a new product is developed, Pinnacle must
rapidly commence volume production. This process requires accurate forecasting of customer requirements and attainment of acceptable
manufacturing costs. The introduction of new or enhanced products also requires Pinnacle to manage the transition from older, displaced
products to minimize disruption in customer ordering patterns, avoid excessive levels of older product inventories and ensure that adequate
supplies of new products can be delivered to meet customer demand. In addition, as is typical with any new product introduction, quality and
reliability problems may arise. Any such problems could result in reduced bookings, manufacturing rework costs, delays in collecting accounts
receivable, additional service warranty costs and limited customer acceptance of the product.

Pinnacle is dependent on contract manufacturers and single or limited source suppliers for Pinnacle's components. If these manufacturers
and suppliers do not meet Pinnacle's demand, either in volume or quality, Pinnacle's business and financial condition could be materially
harmed.

        Pinnacle relies on subcontractors to manufacture Pinnacle's professional and consumer products and the major subassemblies of Pinnacle's
broadcast products. Pinnacle and Pinnacle's manufacturing subcontractors are dependent upon single or limited source suppliers for a number of
components and parts used in Pinnacle's products, including certain key integrated circuits. Pinnacle's strategy to rely on subcontractors and
single or limited source suppliers involves a number of significant risks, including:

�
loss of control over the manufacturing process;

�
potential absence of adequate manufacturing capacity;

�
potential delays in lead times;

�
unavailability of certain process technologies;
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�
reduced control over delivery schedules, manufacturing yields, quality and cost; and

�
unexpected increases in component costs.

        As a result of these risks, the financial stability of, and Pinnacle's continuing relationships with, Pinnacle's subcontractors and single or
limited source suppliers are important to Pinnacle's success. If any significant subcontractor or single or limited source supplier becomes unable
or unwilling to continue manufacturing these subassemblies or providing critical components in required volumes, Pinnacle will have to identify
and qualify acceptable replacements or redesign Pinnacle's products with different components. Additional sources may not be available and
product redesign may not be feasible on a timely basis. This could materially harm Pinnacle's business. Any extended interruption in the supply
of or increase in the cost of the products, subassemblies or components manufactured by third party subcontractors or suppliers could materially
harm Pinnacle's business.

Pinnacle may be adversely affected if it becomes subject to intellectual property disputes or litigation.

        There has been substantial litigation regarding patent, trademark and other intellectual property rights involving technology companies.
Companies are more frequently seeking to patent software and business methods because of developments in the law that may extend the ability
to obtain such patents, which may result in an increase in the number of patent infringement claims. Pinnacle is also exposed to litigation arising
from disputes in the ordinary course of business. This litigation, regardless of its validity, may:

�
be time-consuming and costly to defend;

�
divert management's attention away from the operation of Pinnacle's business;

�
subject Pinnacle to significant liabilities;

�
require Pinnacle to enter into royalty and licensing agreements that Pinnacle would not normally find acceptable; and

�
require Pinnacle to stop manufacturing or selling its products or to redesign them.

        Any of these results could materially harm Pinnacle's business.

        In the course of business, Pinnacle has received communications asserting that Pinnacle's products infringe patents or other intellectual
property rights of third parties. Pinnacle is currently investigating the factual basis of such communications and will respond accordingly. It is
likely that, in the course of Pinnacle's business, Pinnacle will receive similar communications in the future. While it may be necessary or
desirable in the future to obtain licenses relating to one or more of Pinnacle's products, or relating to current or future technologies, Pinnacle may
not be able to do so on commercially reasonable terms, or at all. These disputes may not be settled on commercially reasonable terms and may
result in long and costly litigation. In the event there is a successful claim of patent infringement against Pinnacle requiring Pinnacle to pay
royalties to a third party and Pinnacle fails to develop or license a substitute technology, Pinnacle's business, operating results or financial
condition could be materially adversely affected. In cases where Pinnacle may choose to avoid litigation and agree to certain royalty terms, the
payment of those royalties could have a material impact on Pinnacle's financial results. The magnitude of such royalties would be even higher if
they pertained to intellectual property contained within Pinnacle's consumer products since the volume and numbers of consumer products sold
by Pinnacle have increased significantly during the last few years.

Pinnacle may be adversely affected if Pinnacle initiates intellectual property litigation.

        It may be necessary for Pinnacle to initiate litigation against other companies in order to protect the patents, copyrights, trade secrets,
trademarks and other intellectual property rights owned by
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Pinnacle. Such litigation can be costly and there can be no assurance that companies involved in such litigation would be prevented from using
Pinnacle's intellectual property. In addition, such actions could:

�
divert management's attention away from the operation of Pinnacle's business;

�
result in costly litigation that could materially affect Pinnacle's financial results; and

�
result in the loss of Pinnacle's proprietary rights.

Pinnacle may be unable to protect its proprietary information and procedures effectively.

        Pinnacle must protect its proprietary technology and operate without infringing the intellectual property rights of others. Pinnacle relies on a
combination of patent, copyright, trademark and trade secret laws and other intellectual property protection methods to protect Pinnacle's
proprietary technology. In addition, Pinnacle generally enters into confidentiality and nondisclosure agreements with its employees and OEM
customers and limits access to, and distribution of, Pinnacle's proprietary technology. These steps may not adequately protect Pinnacle's
proprietary information or give Pinnacle any competitive advantage. Others may independently develop substantially equivalent intellectual
property, otherwise gain access to Pinnacle's trade secrets or intellectual property or disclose such intellectual property or trade secrets.
Additionally, policing the unauthorized use of Pinnacle's proprietary technology is costly and time-consuming, and software piracy can be
expected to be a persistent problem. If Pinnacle is unable to protect Pinnacle's intellectual property, Pinnacle's business could be materially
harmed.

Pinnacle relies on independent distributors, dealers, VARs, OEMs and retail chains to market, sell and distribute many of Pinnacle's
products. In turn, Pinnacle depends heavily on the success of these resellers. If these resellers are not successful in selling Pinnacle's
products or if Pinnacle is not successful in opening up new distribution channels, Pinnacle's financial performance will be negatively
affected.

        A significant portion of Pinnacle's sales are sourced, developed and closed through independent distributors, dealers, VARs, OEMs and
retail chains. Pinnacle believes that these resellers have a substantial influence on customer purchase decisions, especially purchase decisions by
large enterprise customers. These resellers may not effectively promote or market Pinnacle's products or may experience financial difficulties or
even close operations. In addition, Pinnacle's dealers and retailers are not contractually obligated to sell Pinnacle's products. Therefore, they
may, at any time, refuse to promote or distribute Pinnacle's products. Also, since many of Pinnacle's distribution arrangements are
non-exclusive, Pinnacle's resellers may carry Pinnacle's competitors' products and could discontinue Pinnacle's products in favor of Pinnacle's
competitors' products. Pinnacle also relies on certain information provided to Pinnacle by several of Pinnacle's distributors and retail chains to
recognize revenue on a quarterly basis.

        Also, since these distribution channels exist between Pinnacle and the actual end users, Pinnacle may not be able to gauge current demand
for products accurately and anticipate demand for newly introduced products. For example, dealers may place large initial orders for a new
product based on their forecasted demand, which may or may not materialize.

        With respect to consumer product offerings, Pinnacle has expanded its distribution network to include several consumer channels, including
large distributors of products to computer software and hardware retailers, which in turn sell products to end users. Pinnacle also sells its
consumer products
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directly to certain retailers. Pinnacle's consumer product distribution network exposes Pinnacle to the following risks, some of which are out of
Pinnacle's control:

�
Pinnacle is obligated to provide price protection to Pinnacle's retailers and distributors and, while the agreements limit the
conditions under which product can be returned to Pinnacle, Pinnacle may be faced with product returns or price protection
obligations;

�
these distributors or retailers may not continue to stock and sell Pinnacle's consumer products; and

�
retailers and distributors often carry competing products.

        As a result of these risks, Pinnacle could experience unforeseen variability in its revenue and operating results.

When Pinnacle accounts for employee stock options using the fair value method, Pinnacle's net loss could significantly increase.

        In December 2004, the Financial Accounting Standards Board issued SFAS No. 123 (revised 2004), "Share-Based Payment", or
SFAS 123R, which replaces SFAS No. 123, "Accounting for Stock-Based Compensation," or SFAS 123, and supersedes APB Opinion No. 25,
"Accounting for Stock Issued to Employees." As modified by SEC Press Release 2005-57, SFAS 123R requires all share-based payments to
employees, including grants of employee stock options, to be recognized in the financial statements based on their fair values beginning with the
first fiscal year beginning after June 15, 2005. Pinnacle is required to adopt SFAS 123R for fiscal year 2006, beginning July 1, 2005. The pro
forma disclosures previously permitted under SFAS 123 no longer will be an alternative to financial statement recognition. As a result,
beginning on July 1, 2005, Pinnacle will be required to record an expense for its stock-based compensation plans using the fair value method as
described in SFAS 123R, which could significantly increase Pinnacle's net loss.

Compliance with new rules and regulations concerning corporate governance may be costly and time consuming.

        The Sarbanes-Oxley Act requires, among other things, that companies adopt new corporate governance measures and impose
comprehensive reporting and disclosure requirements, set stricter independence and financial expertise standards for members of boards of
directors and audit committees and imposes increased civil and criminal penalties for companies, their chief executive officers and chief
financial officers for securities law violations. In addition, the Nasdaq National Market, on which Pinnacle common stock is traded, has adopted
additional comprehensive rules and regulations relating to corporate governance. These laws, rules and regulations will increase the scope,
complexity and cost of Pinnacle's corporate governance, reporting and disclosure practices, which could harm Pinnacle's results of operations
and divert management's attention from business operations. These new rules and regulations may also make it more difficult and more
expensive for Pinnacle to obtain director and officer liability insurance and make it more difficult for Pinnacle to attract and retain qualified
members of Pinnacle's board of directors, particularly members willing to serve on Pinnacle's audit committee.

Pinnacle's goodwill and other intangible assets may become impaired, rendering their carrying amounts unrecoverable, and, as a result,
Pinnacle may be required to record a substantial impairment charge that would adversely affect Pinnacle's financial position.

        In accordance with Financial Accounting Standards Board Statement No. 142, "Goodwill and Intangibles," or SFAS No. 142, Pinnacle
evaluates, on an annual basis, or whenever significant events or changes occur in Pinnacle's business, whether its goodwill has been impaired.
Pinnacle has chosen the
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first quarter of each fiscal year, which ends on September 30, as the period of the annual impairment test.

        In the quarter ended December 31, 2004, certain events triggered an interim impairment analysis of goodwill as required by SFAS No. 142.
As a result, in the quarter ended December 31, 2004, Pinnacle concluded that Pinnacle's goodwill was impaired and recorded a goodwill
impairment charge of $1.3 million for one of its reporting units during the quarter ended December 31, 2004.

        If Pinnacle determines that its goodwill has been impaired in future quarters, Pinnacle will be required to record impairment charges that
may be substantial and would adversely affect its financial position and operating results.

Pinnacle may need additional capital in the future to support Pinnacle's growth, and such additional funds may not be available to Pinnacle.

        Pinnacle intends to expend substantial funds for capital expenditures and working capital related to Pinnacle's future expected net loss, new
information technology systems, restructuring, and other working capital and general corporate purposes. Although Pinnacle believes its existing
cash, cash equivalents and cash flow anticipated to be generated by future operations will be sufficient to meet Pinnacle's operating requirements
for the next 12 months, Pinnacle may be required to seek additional financing within this period.

        If Pinnacle needs additional capital in the future, Pinnacle may seek to raise additional funds through public or private financing, or other
arrangements. Any additional equity or debt financing may be dilutive to existing Pinnacle shareholders or have rights, preferences and
privileges senior to those of existing Pinnacle shareholders. If Pinnacle raises additional capital through borrowings, the terms of such
borrowings may impose limitations on how Pinnacle's management may operate the business in the future. Pinnacle's failure to raise capital on
acceptable terms when needed could prevent Pinnacle from developing Pinnacle's products and its business.

Pinnacle has made use of a device to limit the possibility that Pinnacle is acquired, which may mean that a transaction that shareholders are
in favor of or are benefited by may be prevented.

        Pinnacle's board of directors has the authority to issue up to 5,000,000 shares of preferred stock and to determine the rights, preferences,
privileges and restrictions of such shares without any further vote or action by Pinnacle's shareholders. To date, Pinnacle's board of directors has
designated 25,000 shares as Series A participating preferred stock in connection with Pinnacle's anti-takeover plan. The issuance of preferred
stock under certain circumstances could have the effect of delaying or preventing an acquisition of Pinnacle or otherwise adversely affecting the
rights of Pinnacle shareholders. The anti-takeover plan may have the effect of rendering more difficult or discouraging an acquisition of Pinnacle
that is deemed undesirable by Pinnacle's board of directors. The anti-takeover plan may cause substantial dilution to a person or group
attempting to acquire Pinnacle on terms or in a manner not approved by Pinnacle's board of directors, except pursuant to an offer conditioned on
the negation, purchase or redemption of the rights issued under the anti-takeover plan. While Pinnacle's board of directors has amended its
anti-takeover plan to permit the Avid merger and the other transactions contemplated by the merger agreement without triggering any
distribution or adverse event under the anti-takeover plan, the anti-takeover plan may nonetheless limit the possibility for other transactions that
Pinnacle shareholders may favor or by which they may be benefited.
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AVID SELECTED HISTORICAL CONSOLIDATED FINANCIAL DATA

        The following tables set forth selected condensed consolidated financial data of Avid Technology, Inc. for the five years ended
December 31, 2004, which are derived from Avid's audited consolidated financial statements. The tables also set forth selected condensed
consolidated financial data of Avid as of and for the three months ended March 31, 2005 and 2004, which are derived from Avid's unaudited
condensed consolidated financial statements for the quarter ended March 31, 2005. Operating results for the three months ended March 31, 2005
are not necessarily indicative of the results that may be expected for the entire year ended December 31, 2005. The financial data below should
be read in conjunction with "Management's Discussion and Analysis of Financial Condition and Results of Operations" included in Avid's
Annual Report on Form 10-K for the year ended December 31, 2004 and in Avid's Quarterly Report on Form 10-Q for the three months ended
March 31, 2005, and Avid's consolidated financial statements and notes thereto incorporated by reference into this joint proxy
statement/prospectus. See "Where You Can Find Additional Information" beginning on page 169.

Consolidated Statements of Operations Data:

For the Three Months
Ended March 31, For the Year Ended December 31,

2005 2004 2004 2003 2002 2001 2000

(in thousands, except per share data)

Net revenues $ 166,001 $ 127,374 $ 589,605 $ 471,912 $ 418,719 $ 434,638 $ 476,090
Cost of revenues 71,248 54,103 255,496 209,373 207,236 213,572 234,424

Gross profit 94,753 73,271 334,109 262,539 211,483 221,066 241,666

Operating expenses:
Research and development 24,679 22,292 94,940 85,552 82,346 86,140 82,900
Marketing and selling 39,647 29,854 135,811 109,704 100,761 113,053 119,469
General and administrative 8,497 5,886 29,780 23,208 19,819 23,313 27,504
Restructuring and other costs, net � � � 3,194 2,923 8,268 �
Amortization of intangible assets 1,592 439 3,641 1,316 1,153 31,168 66,872
Impairment of intangible assets � � 1,187 � � � �

Total operating expenses 74,415 58,471 265,359 222,974 207,002 261,942 296,745

Operating income (loss) 20,338 14,800 68,750 39,565 4,481 (40,876) (55,079)
Other income, net 837 (560) 1,339 1,874 218 5,529 3,730

Income (loss) before income taxes 21,175 14,240 70,089 41,439 4,699 (35,347) (51,349)
Provision for (benefit from) income
taxes 1,429 (500) (1,612) 550 1,700 2,800 5,000

Net income (loss) $ 19,746 $ 14,740 $ 71,701 $ 40,889 $ 2,999 $ (38,147) $ (56,349)

Net income (loss) per common
share�basic $ 0.56 $ 0.47 $ 2.21 $ 1.40 $ 0.11 $ (1.49) $ (2.28)
Net income (loss) per common
share�diluted $ 0.53 $ 0.44 $ 2.05 $ 1.25 $ 0.11 $ (1.49) $ (2.28)
Weighted average common shares
outstanding�basic 34,987 31,202 32,485 29,192 26,306 25,609 24,683
Weighted average common shares
outstanding�diluted 37,263 33,740 35,003 32,653 26,860 25,609 24,683
Consolidated Balance Sheet Data:

As of December 31,
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As of December 31,

As of March 31,
2005

2004

2003 2002 2001 2000

(in thousands)

Cash, cash equivalents and marketable
securities $ 176,192 $ 155,419 $ 196,309 $ 89,034 $ 72,961 $ 83,206
Working capital 201,771 176,384 196,605 94,130 85,490 96,585
Total assets 594,418 576,234 348,119 235,803 215,806 266,482
Long-term debt and other liabilities 1,569 1,689 607 1,427 13,020 13,449
Total stockholders' equity 449,658 424,621 227,105 123,564 104,758 137,850
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PINNACLE SELECTED HISTORICAL CONSOLIDATED FINANCIAL DATA

        The following tables set forth selected condensed consolidated financial data of Pinnacle Systems, Inc. for the five years ended June 30,
2004. The financial data are derived from Pinnacle's audited consolidated financial statements, including the audited revised financial statements
set forth in Pinnacle's Current Report on Form 8-K filed with the SEC on June 7, 2005, which were revised to reclassify and separately present
Pinnacle's Sports and Steinberg businesses as discontinued operations for all applicable historical periods. The tables also set forth selected
condensed consolidated financial data of Pinnacle as of and for the nine months ended March 31, 2005 and 2004, which are derived from
Pinnacle's unaudited condensed consolidated financial statements set forth in Pinnacle's Quarterly Report on Form 10-Q/A for the three months
ended March 31, 2005, which are presented on a basis consistent with the financial statements for the year ended June 30, 2004 included in
Pinnacle's Current Report on Form 8-K that was filed by Pinnacle on June 7, 2005. Operating results for the nine months ended March 31, 2005
are not necessarily indicative of the results that may be expected for the entire year ending June 30, 2005. The financial data below should be
read in conjunction with "Management's Discussion and Analysis of Financial Condition and Results of Operations" included in Pinnacle's
Current Report on Form 8-K filed June 7, 2005 and in Pinnacle's Quarterly Report on Form 10-Q/A for the three months ended March 31, 2005,
and the audited and unaudited financial statements and notes thereto, incorporated by reference in this joint proxy statement/prospectus. See
"Where You Can Find Additional Information" beginning on page 169.

Consolidated Statements of Operations Data:

Nine Months Ended
March 31, Fiscal Year Ended June 30,

2005 2004 2004 2003 2002 2001 2000

(in thousands, except per share data)

Net sales $ 212,568 $ 220,763 $ 295,658 $ 300,996 $ 216,238 $ 228,346 $ 228,704

Costs and expenses:
Cost of sales 118,206 130,180 158,688 142,399 108,105 131,651 110,032
Engineering and product
development 24,036 27,591 36,916 34,109 28,872 31,743 27,676
Sales, marketing and service 55,420 61,821 93,387 83,956 67,247 60,855 54,589
General and administrative 19,984 17,567 22,025 19,019 15,607 13,711 10,537
Amortization of goodwill � � � � 12,569 8,897 6,982
Amortization of other intangible
assets 2,544 3,883 4,861 5,579 10,606 9,881 10,147
Impairment of goodwill 1,310 5,950 12,311 � � � �
Restructuring costs 5,597 3,640 3,640 � � � �
Transaction costs 2,752 � � � � � �
In-process research and
development � 2,193 2,193 � � � 3,500
Legal settlement � � � � � � 2,102
Acquisition settlement � � � � � 12,880 �

Total costs and expenses 229,849 252,825 334,021 285,062 243,006 269,618 225,565

Operating income (loss) (17,281) (32,062) (38,363) 15,934 (26,768) (41,272) 3,139
Interest and other income (expense),
net 1,276 1,515 1,679 2,601 2,208 1,838 3,403
Impairment of equity investments � � � � � (1,658) �

Income (loss) from continuing
operations before income taxes and
cumulative effect of change in
accounting principle (16,005) (30,547) (36,684) 18,535 (24,560) (41,092) 6,542
Income tax expense 2,854 2,938 4,721 3,220 5,478 7,616 373
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Nine Months Ended
March 31, Fiscal Year Ended June 30,

Income (loss) from continuing
operations before cumulative effect
of change in accounting principle (18,859) (33,485) (41,405) 15,315 (30,038) (48,708) 6,169
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Discontinued
operations:

Income (loss)
from discontinued
operations, net of
taxes 1,454 (9,641) (5,968) (17,885) (10,045) (11,484) 1,418
Loss on sale of
discontinued
operations, net of
taxes � � (6,820) � � � �

Income (loss)
from
discontinued
operations 1,454 (9,641) (12,788) (17,885) (10,045) (11,484) 1,418

Income (loss) before
cumulative effect of
change in accounting
principle (17,405) (43,126) (54,193) (2,570) (40,083) (60,192) 7,587
Cumulative effect of
change in accounting
principle � � � (19,291) � (356) �

Net income (loss) $ (17,405) $ (43,126) $ (54,193) $ (21,861) $ (40,083) $ (60,548) $ 7,587

Income (loss) per share
from continuing
operations before
cumulative effect of
change in accounting
principle:

Basic $ (0.27) $ (0.50) $ (0.62) $ 0.25 $ (0.53) $ (0.94) $ 0.13
Diluted $ (0.27) $ (0.50) $ (0.62) $ 0.24 $ (0.53) $ (0.94) $ 0.11

Income (loss) per share
from discontinued
operations:

Basic $ 0.02 $ (0.15) $ (0.19) $ (0.29) $ (0.17) $ (0.22) $ 0.03
Diluted $ 0.02 $ (0.15) $ (0.19) $ (0.29) $ (0.17) $ (0.22) $ 0.03

Cumulative effect per
share of change in
accounting principle:

Basic and diluted $ �$ �$ �$ (0.32) $ �$ (0.01) �
Net income (loss) per
share:

Basic $ (0.25) $ (0.65) $ (0.81) $ (0.36) $ (0.70) $ (1.17) $ 0.16
Diluted $ (0.25) $ (0.65) $ (0.81) $ (0.36) $ (0.70) $ (1.17) $ 0.14

Shares used to
compute income (loss)
per share:

Basic 69,498 66,526 67,069 61,247 56,859 51,729 48,311
Diluted 69,803 66,526 67,069 64,801 56,859 51,729 55,442

Consolidated Balance Sheet Data:

As of June 30,

As of March 31,
2005 2004 2003 2002 2001 2000
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(in thousands)

As of June 30,

Cash, cash equivalents and marketable
securities $ 133,429

$
70,014 $ 78,843 $ 88,429 $ 47,751 $ 82,145

Working capital 132,991 81,327 106,616 115,698 114,422 138,330
Total assets 267,996 301,744 310,876 255,703 266,957 322,799
Long-term liabilities 822 2,078 7,984 700 7,103 10,611
Total shareholders' equity 202,311 210,682 226,157 205,908 220,362 259,620
        In December 2004, Pinnacle entered into a Share Purchase and Transfer Agreement to sell its wholly-owned subsidiary Steinberg Media
Technologies GmbH (Steinberg). Pinnacle originally acquired Steinberg in January 2003. In February 2005, Pinnacle sold the assets of its Team
Sports operations to XOS Technologies, Inc. Pinnacle originally acquired Team Sports in June 2000. In accordance with SFAS No. 144,
Steinberg's and Team Sports' financial positions and results of operations have been reclassified and separately presented for all applicable
reporting periods as discontinued operations.
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SELECTED COMBINED COMPANY UNAUDITED PRO FORMA FINANCIAL DATA

        The following table sets forth selected unaudited pro forma condensed combined financial data based on the historical consolidated balance
sheets and related historical consolidated statements of operations of Avid and Pinnacle using the purchase method of accounting for business
combinations. The unaudited pro forma condensed combined balance sheet has been prepared assuming the acquisition occurred on March 31,
2005. The unaudited pro forma condensed combined statements of operations have been prepared assuming the acquisition occurred on
January 1, 2004. This information has been derived from and should be read in conjunction with the unaudited pro forma condensed combined
financial statements and notes thereto included in this joint proxy statement/prospectus beginning on page 107.

Unaudited Pro Forma Condensed Combined Statement of Operations Data:

Pro Forma
Condensed Combined

Twelve Month
Period Ended

December 31, 2004

Pro Forma
Condensed Combined

Three Month
Period Ended

March 31, 2005

(in thousands, except per share data)

Net revenues $ 933,083 $ 231,205
Cost of revenues 457,693 112,147

Gross profit 475,390 119,058
Total operating expenses 435,922 108,768

Operating income 39,468 10,290
Other income, net 1,777 1,087
Provision for income taxes (3,324) (2,371)

Income from continuing operations $ 37,921 $ 9,006

Income from continuing operations per common share�basic $ 0.98 $ 0.22
Income from continuing operations per common share�diluted $ 0.92 $ 0.21
Weighted average common shares outstanding�basic 38,684 41,186
Weighted average common shares outstanding�diluted 41,202 43,462
Unaudited Pro Forma Condensed Combined Balance Sheet Data:

Pro Forma
Condensed Combined
as of March 31, 2005

(in thousands)

Cash, cash equivalents and marketable securities $ 227,381
Working capital 249,090
Total assets 986,149
Long-term liabilities 2,391
Total stockholders' equity 772,756
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COMPARATIVE HISTORICAL AND PRO FORMA PER SHARE DATA

        The following tables set forth certain historical per share data of Avid and Pinnacle and combined per share data on an unaudited pro forma
and pro forma equivalent basis after giving effect to the merger using the purchase method of accounting and using the exchange ratio of 0.0869
of a share of Avid common stock plus $1.00 in cash for each outstanding share of Pinnacle common stock. The comparative historical and pro
forma per share data should be read in conjunction with the unaudited pro forma condensed combined financial statements and related notes
thereto and the separate historical consolidated financial statements of Avid and Pinnacle incorporated by reference or included in this joint
proxy statement/prospectus. The unaudited pro forma condensed combined per share data are not necessarily indicative of future operating
results or the actual results that would have occurred had the merger been completed at the beginning of the periods presented.

For the Twelve Month
Period Ended

December 31, 2004

For the Three Month
Period Ended

March 31, 2005

(in thousands, except per share data)

Avid�Historical:
Net income per common share�basic $ 2.21 $ 0.56
Net income per common share�diluted $ 2.05 $ 0.53
Book value per common share $ 12.19 $ 12.80
Weighted average common shares outstanding�basic 32,485 34,987
Weighted average common shares outstanding�diluted 35,003 37,263
Common shares outstanding 34,837 35,140

Pinnacle�Historical:
Loss from continuing operations per common share�basic $ (0.30) $ (0.10)
Loss from continuing operations per common share�diluted $ (0.30) $ (0.10)
Book value per common share $ 2.93 $ 2.89
Weighted average common shares outstanding�basic 68,840 69,942
Weighted average common shares outstanding�diluted 68,840 69,942
Common shares outstanding 69,818 70,102

Pro Forma�Combined:
Income from continuing operations per common share�basic $ 0.98 $ 0.22
Income from continuing operations per common share�diluted $ 0.92 $ 0.21
Book value per common share $ 18.22 $ 18.69
Weighted average common shares outstanding�basic 38,684 41,186
Weighted average common shares outstanding�diluted 41,202 43,462
Common shares outstanding 41,036 41,339

Pro Forma�Equivalent Share Data(1):
Income from continuing operations per common share�basic $ 0.09 $ 0.02
Income from continuing operations per common share�diluted $ 0.08 $ 0.02
Book value per common share $ 1.58 $ 1.62

(1)
Amounts are based on pro forma combined amounts adjusted by the exchange ratio in the merger of 0.0869 of a share of Avid
common stock for each share of Pinnacle common stock.
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MARKET PRICE INFORMATION AND DIVIDEND POLICIES

Avid Market Price Information

        Avid common stock is listed on the Nasdaq National Market under the symbol "AVID". The table below shows the high and low sales
prices of Avid common stock for each calendar quarter beginning January 1, 2003.

2003
High Low

First Quarter $ 24.15 $ 16.76
Second Quarter $ 38.15 $ 21.86
Third Quarter $ 57.95 $ 33.96
Fourth Quarter $ 59.77 $ 44.65

2004 High Low

First Quarter $ 55.42 $ 38.43
Second Quarter $ 61.68 $ 44.11
Third Quarter $ 54.66 $ 40.90
Fourth Quarter $ 62.57 $ 46.48

2005 High Low

First Quarter $ 68.35 $ 52.06
Second Quarter (through June 7, 2005) $ 59.35 $ 47.64

        On June 7, 2005, the last reported sale price for Avid common stock on the Nasdaq National Market was $57.12 per share. The
approximate number of holders of record of Avid common stock on June 7, 2005 was 374. This number does not include stockholders for whom
shares were held in a "nominee" or "street" name.

Pinnacle Market Price Information

        Pinnacle common stock is listed on the Nasdaq National Market under the symbol "PCLE". The table below shows the high and low sales
prices of Pinnacle common stock for each calendar quarter beginning January 1, 2003.

2003
High Low

First Quarter $ 14.45 $ 8.30
Second Quarter $ 12.11 $ 8.86
Third Quarter $ 13.80 $ 7.50
Fourth Quarter $ 8.95 $ 6.60

2004 High Low

First Quarter $ 9.42 $ 7.12
Second Quarter $ 9.91 $ 6.63
Third Quarter $ 7.00 $ 3.25
Fourth Quarter $ 6.24 $ 3.65

2005 High Low

First Quarter $ 6.18 $ 3.81
Second Quarter (through June 7, 2005) $ 6.00 $ 4.55

        On June 7, 2005, the last reported sale price for Pinnacle common stock on the Nasdaq National Market was $5.77 per share. The
approximate number of holders of record of Pinnacle common stock on June 7, 2005 was 246. This number does not include shareholders for
whom shares were held in a "nominee" or "street" name.
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Recent Closing Prices

        The following table sets forth the closing prices per share of Avid common stock and Pinnacle common stock as reported on the Nasdaq
National Market on March 18, 2005, the last full trading day prior to the public announcement of the merger agreement, and June 7, 2005, the
last full trading day for which closing prices were available. This table also sets forth the value of the consideration per share of Pinnacle
common stock that would be received in cash and Avid common stock by a Pinnacle shareholder as a result of the merger based on the market
price of Avid common stock on the dates set forth below. The equivalent price per share is equal to the closing price of a share of Avid common
stock on that date multiplied by 0.0869 plus $1.00.

Closing Price
Avid

Common Stock

Closing Price
Pinnacle

Common Stock

Consideration per
Share of Pinnacle
Common Stock

March 18, 2005 $ 62.95 $ 4.97 $ 6.47
June 7, 2005 $ 57.12 $ 5.77 $ 5.96

Dividend Policies

        Avid has never declared or paid cash dividends on its capital stock and currently intends to retain all available funds for use in the operation
of its business. Avid does not anticipate paying any cash dividends in the foreseeable future.

        Pinnacle has never declared or paid cash dividends on its capital stock and currently intends to retain all available funds for use in the
operation of its business. Pinnacle does not anticipate paying any cash dividends in the foreseeable future.
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2005 ANNUAL MEETING OF AVID STOCKHOLDERS

Date, Time and Place of Meeting

        This joint proxy statement/prospectus is furnished to Avid stockholders in connection with the solicitation of proxies by Avid's board of
directors for use at Avid's annual meeting of stockholders and at any adjournments or postponements of that meeting. Avid's annual meeting will
be held on Wednesday, July 27, 2005, at the offices of Wilmer Cutler Pickering Hale and Dorr LLP, 60 State Street, Boston, Massachusetts, at
12:00 noon, local time.

        The notice of Avid's annual meeting, this joint proxy statement/prospectus, the accompanying proxy card and Avid's Annual Report to
Stockholders for 2004 are being mailed to Avid stockholders on or about June 16, 2005.

Purposes of the Annual Meeting

        At Avid's annual meeting, Avid stockholders will be asked to consider and act upon the following matters:

1.
To approve an amendment to Avid's certificate of incorporation to increase the number of authorized shares of Avid
common stock from 50,000,000 to 100,000,000, which will provide shares for Avid's future corporate needs and enable the
issuance of shares of Avid common stock in the proposed merger of a wholly-owned subsidiary of Avid with and into
Pinnacle, pursuant to which Pinnacle will become a wholly-owned subsidiary of Avid and each outstanding share of
Pinnacle common stock will be converted into the right to receive 0.0869 of a share of Avid common stock plus $1.00 in
cash.

2.
To elect two Class III Directors to serve on Avid's board of directors for the ensuing three years.

3.
To approve Avid's 2005 Stock Incentive Plan.

4.
To ratify the selection of PricewaterhouseCoopers LLP as Avid's independent registered public accounting firm for the
current fiscal year.

5.
To approve adjournments or postponements of Avid's annual meeting, if necessary, to permit further solicitation of proxies if
there are not sufficient votes at the time of the meeting to approve the amendment to Avid's certificate of incorporation.

6.
To transact such other business as may properly come before Avid's annual meeting or any adjournments or postponements
thereof.

Record Date and Outstanding Shares

        At the close of business on June 7, 2005, the record date for the determination of Avid stockholders entitled to notice of and to vote at
Avid's annual meeting, there were outstanding and entitled to vote an aggregate of 35,236,229 shares of Avid common stock, $.01 par value per
share. Avid stockholders are entitled to one vote per share of Avid common stock.

Voting and Revocation of Proxies

        All proxies will be voted in accordance with Avid stockholders' instructions, and if no choice is specified, the proxies will be voted in favor
of the matters set forth in the accompanying notice of Avid's annual meeting. If you are an Avid stockholder, you may revoke your proxy at any
time before it is voted at Avid's annual meeting. Any proxy may be revoked at any time before its exercise by delivery of written revocation or a
subsequently dated proxy to Ethan E. Jacks at Avid Technology, Inc., Avid Technology Park, One Park West, Tewksbury, Massachusetts 01876,
or by specifically revoking your
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proxy and voting in person at Avid's annual meeting. If you elect to vote in person at Avid's annual meeting and your shares are held by a
broker, bank or other nominee, you must bring to Avid's annual meeting a proxy from the broker, bank or other nominee authorizing you to vote
the shares.

        If you are an Avid stockholder and your shares are held in street name, you will receive instructions from the holder of record that you must
follow for your shares to be voted.

Votes Required

        Shares of Avid common stock represented in person or by proxy, including shares which abstain or do not vote for any reason with respect
to one or more of the matters presented for Avid stockholder approval, will be counted for purposes of determining whether a quorum is present
at Avid's annual meeting. The affirmative vote of the holders of a majority of the shares of Avid common stock outstanding on the record date is
required to approve the amendment to Avid's certificate of incorporation. The affirmative vote of the holders of a plurality of the shares of Avid
common stock present or represented and voting at Avid's annual meeting is required for the election of the Class III Directors. The affirmative
vote of the holders of a majority of the shares of Avid common stock present or represented and voting at Avid's annual meeting is required to
approve Avid's 2005 Stock Incentive Plan, to ratify the selection of PricewaterhouseCoopers LLP as Avid's independent registered public
accounting firm for the current fiscal year and to approve adjournments or postponements of Avid's annual meeting.

Quorum; Abstentions and Broker Non-Votes

        Shares that abstain from voting as to a particular matter and shares held in "street name" by brokers or nominees who indicate on their
proxies that they do not have discretionary authority to vote such shares as to a particular matter, or broker non-votes, will not be counted as
votes in favor of such matter and also will not be counted as votes cast or shares voting on such matter. Because shares that abstain from voting
as to a particular matter and shares represented by broker non-votes are nonetheless considered outstanding shares, abstentions and broker
non-votes will have the same effect as a vote against the proposed amendment to Avid's certificate of incorporation, which requires the
affirmative vote of a majority of the shares of Avid common stock outstanding. Abstentions and broker non-votes will not affect the voting on
the election of the Class III Directors, the approval of Avid's 2005 Stock Incentive Plan, the ratification of the selection of
PricewaterhouseCoopers LLP as Avid's independent registered public accounting firm for the current fiscal year or the approval of adjournments
or postponements of Avid's annual meeting.

Solicitation of Proxies and Expenses

        Avid and Pinnacle will share the costs, other than fees of accountants and attorneys, of preparing and mailing this joint proxy
statement/prospectus, and Avid will bear the other costs relating to the solicitation of proxies from its stockholders. None of Avid's directors
intends to oppose any action for which Avid stockholder approval is being solicited. Avid has retained the services of Georgeson Shareholder
Communications to assist in obtaining proxies from brokers and nominees of Avid stockholders for Avid's annual meeting. The estimated cost of
such services is $15,000 plus out-of-pocket expenses. In addition, Avid may reimburse brokerage firms and other persons representing beneficial
owners of shares for their expenses in forwarding solicitation materials to such beneficial owners. Certain of Avid's directors, officers and
employees may solicit proxies, personally, by telephone or facsimile, on behalf of Avid's board of directors without additional compensation.
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SPECIAL MEETING OF PINNACLE SHAREHOLDERS

Date, Time and Place of the Special Meeting

        This joint proxy statement/prospectus is furnished to Pinnacle shareholders in connection with the solicitation of proxies by Pinnacle's
board of directors for use at Pinnacle's special meeting and at any adjournments or postponements of that meeting. The special meeting will be
held on Wednesday, July 27, 2005, at the Sheraton Palo Alto Hotel, 625 El Camino Real, Palo Alto, California, at 9:00 a.m., local time.

        The notice of Pinnacle's special meeting, this joint proxy statement/prospectus and the accompanying proxy card are being mailed to
Pinnacle shareholders on or about June 16, 2005.

Purposes of the Special Meeting

        At Pinnacle's special meeting, Pinnacle shareholders will be asked to consider and act upon the following matters:

1.
To approve the terms of the merger set forth in the Agreement and Plan of Merger, dated as of March 20, 2005, by and
among Pinnacle, Avid and a wholly-owned subsidiary of Avid, included as Annex A to this joint proxy
statement/prospectus, and in the agreement of merger to be filed with the Secretary of State of the State of California on the
effective date of the merger, included as Annex B to this joint proxy statement/prospectus, pursuant to which Pinnacle will
become a wholly-owned subsidiary of Avid and each outstanding share of Pinnacle common stock will be converted into the
right to receive 0.0869 of a share of Avid common stock plus $1.00 in cash.

2.
To approve adjournments or postponements of Pinnacle's special meeting, if necessary, to permit further solicitation of
proxies if there are not sufficient votes at the time of the special meeting to approve the terms of the merger.

3.
To transact such other business as may properly come before Pinnacle's special meeting or any adjournments or
postponements thereof.

Record Date and Outstanding Shares

        At the close of business on June 7, 2005, the record date for the determination of Pinnacle shareholders entitled to notice of and to vote at
Pinnacle's special meeting, there were outstanding and entitled to vote an aggregate of 71,252,985 shares of Pinnacle common stock, no par
value per share. Shareholders are entitled to one vote per share of Pinnacle common stock.

Voting and Revocation of Proxies

        All proxies will be voted in accordance with the Pinnacle shareholders' instructions, and if no choice is specified, the proxies will be voted
in favor of the matters set forth in the accompanying notice of Pinnacle's special meeting. If you are a Pinnacle shareholder, you may revoke
your proxy at any time before it is voted at Pinnacle's special meeting. Any proxy may be revoked by a Pinnacle shareholder at any time before
its exercise by delivery of written revocation or a subsequently dated proxy to Pinnacle Systems, Inc., 280 North Bernardo Avenue, Mountain
View, California 94303 Attention: Scott E. Martin, Corporate Secretary, or by specifically revoking your proxy and voting in person at
Pinnacle's special meeting. If you elect to vote in person at Pinnacle's special meeting and your shares are held by a broker, bank or other
nominee, you must bring to Pinnacle's special meeting a proxy from the broker, bank or other nominee authorizing you to vote the shares.

        If you are a Pinnacle shareholder and your shares are held in street name, you will receive instructions from the holder of record that you
must follow for your shares to be voted.
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Votes Required

        Shares of Pinnacle common stock represented in person or by proxy (including shares which abstain or do not vote for any reason with
respect to one or more of the matters presented for shareholder approval) will be counted for purposes of determining whether a quorum is
present at Pinnacle's special meeting. The affirmative vote of the holders of a majority of the shares of Pinnacle common stock outstanding on
the record date is required to approve the proposal regarding the terms the merger. The affirmative vote of holders of a majority of the shares
represented at Pinnacle's special meeting, either in person or by proxy, is required to approve the proposal regarding adjournments or
postponements of Pinnacle's special meeting.

Quorum; Abstentions and Broker Non-Votes

        According to Pinnacle's bylaws, as amended, a quorum constitutes the presence in person or by proxy of the holders of a majority of the
outstanding shares.

        Shares that abstain from voting as to a particular matter, and shares held in "street name" by brokers or nominees who indicate on their
proxies that they do not have discretionary authority to vote such shares as to a particular matter, or broker non-votes, will not be counted as
votes in favor of such matter, and also will not be counted as votes cast or shares voting on such matter. Because shares that abstain from voting
as to a particular matter and shares represented by broker non-votes are nonetheless considered outstanding shares, abstentions and broker
non-votes will have the same effect as a vote against such matter for all purposes other than perfection of dissenters' rights.

        Under the rules that govern brokers who have record ownership of shares that are held in "street name" for their clients, who are the
beneficial owners of the shares, brokers have discretion to vote these shares on routine matters but not on non-routine matters. Proposals 1 and 2
are non-routine matters and shareholders' brokers will NOT have discretionary authority to vote shareholders' shares on proposals 1 and 2.
Because shares that abstain from voting as to a particular matter and shares represented by broker non-votes are nonetheless considered
outstanding shares, abstentions and the broker non-votes described above will have the same effect as a vote against approval of the proposed
merger for all purposes other than perfection of dissenters' rights. Abstentions and broker non-votes will not affect the voting on the proposal
regarding adjournments or postponements of Pinnacle's special meeting.

Solicitation of Proxies and Expenses

        Avid and Pinnacle will share the costs, other than fees of accountants and attorneys, of preparing and mailing this joint proxy
statement/prospectus, and Pinnacle will bear the other costs relating to the solicitation of proxies from its shareholders. None of Pinnacle's
directors intends to oppose any action for which Pinnacle shareholder approval is being solicited. Pinnacle has retained the services of
MacKenzie Partners, Inc. to assist in obtaining proxies from brokers and nominees of Pinnacle shareholders for Pinnacle's special meeting. The
estimated cost of such services is $7,500 plus out-of-pocket expenses. In addition, Pinnacle may reimburse brokerage firms and other persons
representing beneficial owners of shares for their expenses in forwarding solicitation materials to such beneficial owners. Certain of Pinnacle's
directors, officers and employees may solicit proxies, personally, by telephone or facsimile, on behalf of Pinnacle's board of directors without
additional compensation. Pinnacle expects MacKenzie Partners to tabulate the proxies and act as the inspector of elections. MacKenzie Partners
can be contacted at the following address and phone number:

MacKenzie Partners, Inc.
105 Madison Avenue
New York, NY 10016
(800) 322-2885
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THE MERGER

Background of the Merger

        Avid and Pinnacle have been familiar with each other for a number of years. In June 2000, Pinnacle acquired Avid Sports, Inc., a provider
of sports editing and online sports media management solutions, which was then 30% owned by Avid, for stock and cash valued at
approximately $25 million at closing. Avid has also been a customer of Pinnacle, with aggregate purchases of approximately $20.3 million since
January 1, 2002. These purchases were primarily for specialized hardware for performing digital video effects. As a result of a greater reliance
on software, host graphics processing and Avid-designed hardware for performing digital video effects in Avid's more recent products, Avid's
purchases from Pinnacle have declined from $12.2 million in 2002 to $5.6 million in 2003 to $2.4 million in 2004 and to $160,000 in the first
quarter of 2005. Avid and Pinnacle have also engaged in informal discussions in the past regarding the potential for a strategic combination of
the two companies.

        Avid's board of directors and management regularly review Avid's competitive position in light of market changes, technological advances
and other factors, with the objective of identifying strategic opportunities to enhance stockholder value. For example:

�
In September 2004, Avid acquired Avid Nordic AB, a Sweden-based reseller of Avid products operating in the Nordic and
Belgium/Netherlands/Luxembourg regions of Europe, in order to expand its presence in these regions.

�
In August 2004, Avid acquired California-based Midiman, Inc. (d/b/a M-Audio), a leading provider of digital audio and
MIDI (Music Instrument Digital Interface) solutions for electronic musicians and audio professionals, in order to bolster its
investment in the home studio market segment�the fastest growing portion of Avid's audio business.

�
In January 2004, Avid acquired Germany-based NXN Software GmbH, a leading provider of asset and production
management systems targeted for the entertainment and computer graphics industries, in order to enhance Avid's film and
video postproduction, broadcast news and 3D product lines by enriching them with a feature set that facilitates media
creation and management.

        Pinnacle's board of directors has from time to time evaluated the long-term strategy and potential strategic options for Pinnacle and
considered various alternatives to enhance shareholder value. Alternatives considered by Pinnacle's board of directors included, for example:

�
a stand-alone scenario whereby Pinnacle would continue to sell and innovate in its current area of strategic focus and divest
non-core operations;

�
an acquisition scenario whereby Pinnacle would remain independent while pursuing strategic incremental acquisitions to
strengthen its market position and diversify its product portfolio and earnings base;

�
a sale scenario whereby Pinnacle would seek to sell the company to a larger company in related industries; and

�
a merger scenario whereby Pinnacle would seek to merge with another mid-size company in related industries in an effort to
strengthen both companies.

        On March 1, 2004, Pinnacle's board of directors appointed Patti S. Hart to the positions of Chairman of the Board of Directors, President
and Chief Executive Officer. As part of this management change, Pinnacle's board of directors authorized a review of Pinnacle's various
businesses to determine which were core and non-core to its future. While historically Pinnacle had pursued an acquisition strategy pursuant to
which it had purchased 22 companies since its initial public offering in
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1994, this review led to the implementation of a reorganization plan in April 2004 in which Pinnacle would focus on and invest in those
businesses that it had determined were core businesses and consider discontinuing or selling any non-core businesses, with the plan to rationalize
its product lines, improve organizational efficiency, make operational improvements and invest in new information technology systems.

        In accordance with this strategy, in April 2004 Pinnacle began to explore the divestiture of Steinberg, its digital audio software company
based in Germany, and, after consideration of several financial advisors, Pinnacle's board of directors authorized the engagement of Lazard to
serve as Pinnacle's financial advisor with respect to the potential divestiture of the Steinberg business.

        In May 2004, a potential acquiror, referred to in this joint proxy statement/prospectus as Company A, inquired of Ms. Hart whether
Pinnacle's board of directors would consider the acquisition of Pinnacle by Company A.

        On June 18, 2004, Pinnacle's board of directors held a meeting at Pinnacle's offices in Mountain View, California during which Ms. Hart
presented the inquiry from Company A to Pinnacle's board of directors. At the meeting, Pinnacle's board of directors authorized the engagement
of Lazard as Pinnacle's financial advisor with respect to discussions concerning a possible acquisition of Pinnacle by Company A, and appointed
a transaction committee to assist management in exploring the possible acquisition of Pinnacle by Company A. Pinnacle's board of directors also
authorized the sale of its interest in Jungle KK, Pinnacle's consumer software subsidiary based in Japan.

        On June 29, 2004, Pinnacle amended its existing nondisclosure agreement with Company A, previously entered into for the exploration of
various strategic opportunities, to provide for due diligence to be conducted for a possible acquisition of Pinnacle by Company A.

        On June 30, 2004, Pinnacle sold its interest in Jungle KK.

        In June and July 2004, Company A engaged in business and legal due diligence regarding its potential acquisition of Pinnacle. During this
period, legal advisors to Pinnacle and Company A negotiated terms of a draft merger agreement involving the acquisition of Pinnacle by
Company A. On July 16, 2004, Company A withdrew from these discussions, citing other internal commitments that prevented it from
proceeding at that time.

        On July 20, 2004, Pinnacle's board of directors held a meeting at Pinnacle's offices during which Lazard and management reported on the
termination of discussions with Company A, and management reviewed the status of, and issues relating to, the potential divestiture of the
Steinberg business. Pinnacle's board of directors authorized Lazard to begin contacting potential purchasers of the Steinberg business.

        On September 11, 2004, Ms. Hart met with David A. Krall, the President and Chief Executive Officer of Avid, at the International
Broadcasting Convention in Amsterdam, The Netherlands. Mr. Krall and Ms. Hart discussed the possibility of a business combination between
Avid and Pinnacle. Later that day, Ms. Hart met with representatives of Company A and was informed that Company A continued to have
potential interest in Pinnacle, but would not be in a position to negotiate actively until late October 2004.

        In October 2004, Pinnacle began to explore alternatives for the potential sale of its Sports business, located in Massachusetts, and engaged
Lazard as financial advisor for the potential sale of that division.

        Between September and December 2004, Mr. Krall and Ms. Hart had several telephone discussions concerning their respective businesses
and the synergies that could be realized from a possible business combination, but no specific terms of a combination were discussed. Ms. Hart
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periodically communicated the status and substance of the conversations with Avid and with Company A to the members of Pinnacle's board of
directors.

        On December 6, 2004, Ms. Hart; Pinnacle's Chief Operating Officer, Ajay Chopra; Pinnacle's then interim Chief Financial Officer, Suzy
Seandel (participating by telephone); and representatives of Lazard met with representatives of Avid, including Mr. Krall; Avid's Chief Financial
Officer, Paul J. Milbury; Avid's Chief Operating Officer, Avid Video, Joseph Bentivegna; and Avid's Vice President of Business Development
and Chief Legal Officer, Ethan E. Jacks at Avid's executive offices in Tewksbury, Massachusetts. At the meeting, Pinnacle's representatives
provided an overview of Pinnacle's business and strategy.

        At a regular meeting of Avid's board of directors held on December 8, 2004, Mr. Krall reported on his recent discussions with Pinnacle
about a possible business combination between Avid and Pinnacle. Thereafter, Mr. Krall periodically updated members of Avid's board of
directors on the status of discussions with Pinnacle.

        On December 10, 2004, Pinnacle's board of directors held a special telephonic board meeting at which it authorized Pinnacle to enter into
an agreement to sell the Steinberg business to Yamaha Corporation. On December 20, 2004, Pinnacle entered into an agreement with Yamaha to
sell the Steinberg business.

        In December 2004, Ms. Hart had a series of telephone discussions with representatives of Company A regarding a potential acquisition of
Pinnacle by Company A. No specific terms were discussed.

        On January 5, 2005, Avid and Pinnacle entered into a confidentiality agreement relating to the provision of nonpublic information for
Avid's use in evaluating a possible transaction with Pinnacle. This agreement was later amended on March 14, 2005 to supplement the
confidentiality provisions in order to permit Avid representatives to have limited access to certain portions of Pinnacle's source code as part of
Avid's due diligence investigation of Pinnacle.

        On January 6, 2005, Ms. Hart met with a representative of Company A at the Consumer Electronics Show in Las Vegas, Nevada, who
informed Ms. Hart that Company A no longer was interested in an acquisition of the entire company, but had continued interest in selected
portions of Pinnacle's Broadcast & Professional division. Ms. Hart advised the representative that due to the interdependent structure of the
division, such a proposal would likely be considered by Pinnacle's board of directors only if it were for the entire Broadcast & Professional
division, including associated contracts and liabilities.

        On January 10 and 11, 2005, Avid representatives conducted business due diligence on Pinnacle, including document review and
conversations with Pinnacle's management, at the offices of DLA Piper Rudnick Gray Cary US LLP, or DLA Piper, counsel for Pinnacle.

        On January 14 and 18, 2005, representatives of Avid, Pinnacle and Lazard participated in conference calls in which Pinnacle and Lazard
provided a briefing on Pinnacle's Business & Consumer division and updated the Avid representatives on the performance and strategy of the
Broadcast & Professional division. No terms of a possible business combination of Avid and Pinnacle were discussed.

        On January 20, 2005, Lazard spoke with another company, referred to in this joint proxy statement/prospectus as Company B, which had
contacted Pinnacle indicating an interest in purchasing selected Broadcast & Professional division assets of Pinnacle. Lazard informed Company
B that due to the interdependent structure of the division, such a proposal would likely be considered by Pinnacle's board of directors only if it
were for the entire division, including associated contracts and liabilities. Lazard offered to arrange for the exchange of confidential information
to permit Company B to develop a specific proposal.
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        On January 21, 2005, Pinnacle sold its Steinberg business to Yamaha Corporation.

        On January 21, 2005, representatives of Pinnacle, Lazard, Company A and the financial advisor to Company A, participated in a conference
call in which representatives of Pinnacle and Lazard provided an update on the performance of Pinnacle's Broadcast & Professional division.

        On January 27, 2005, representatives of Pinnacle presented an overview of the Broadcast & Professional division to representatives of
Company B by telephone conference call.

        Throughout January 2005, executives of Avid and Pinnacle and their representatives spoke periodically, and representatives of Pinnacle
provided information to Avid relating to a possible business combination.

        On January 30, 2005, a representative of Lazard had a conversation with Mr. Krall, who advised Lazard as to the status of Avid's internal
evaluation process, and indicated that Avid might submit an indication of interest to Pinnacle before Pinnacle's board meeting scheduled for
February 3, 2005.

        On January 31, 2005, a Lazard representative had another conversation with Mr. Krall, who indicated potential interest in moving forward
with a business combination transaction providing Pinnacle shareholders with consideration in the form of Avid common stock, with a current
estimated value of $5.00 per share of Pinnacle common stock, but a potential for up to $6.00 per share upon completion of satisfactory due
diligence. The Lazard representative indicated that the price would likely need to be higher to gain Pinnacle board approval, and requested a
written proposal.

        On the same date, another Lazard representative had a conversation with representatives of the financial advisor to Company B. These
representatives indicated Company B had an interest only in Pinnacle's Broadcast & Professional assets, and suggested a value of one times
revenue or less.

        On February 1, 2005, a Lazard representative had a conversation with Mr. Krall, who communicated a possible valuation range of between
$5.00 and $7.00 per share of Pinnacle common stock for the entire company, payable in Avid common stock, although Mr. Krall declined to put
an offer in writing at that time.

        On February 2, 2005, Pinnacle received a written expression of interest from Company A for the potential purchase of Pinnacle's
Broadcast & Professional division and all intellectual property relating to Pinnacle's Liquid professional video editing product line, including
those elements within Pinnacle's Business & Consumer division, with a license back of the Liquid intellectual property to Pinnacle for use in the
Business & Consumer division. The expression of interest indicated a potential purchase price of between $100 million and $120 million in
cash.

        On February 3, 2005, at a regularly scheduled meeting of Pinnacle's board of directors, Ms. Hart briefed Pinnacle's board of directors
regarding the discussions with Avid with respect to a potential merger and the other two parties who had expressed interest in the Broadcast &
Professional division. Ms. Hart reviewed the written expression of interest received from Company A. Lazard, counsel and management
reviewed with Pinnacle's board of directors various strategic alternatives as well as the possibility of continuing as an independent, stand alone
entity without effecting any transaction. Pinnacle's board of directors discussed the risks and benefits of the various strategic alternatives,
including Pinnacle's competitive position and the risks and prospects of its ongoing business. Pinnacle's board of directors also discussed
difficulties that would be associated with a sale of Pinnacle's Broadcast & Professional division relating to the division of intellectual property
and engineering personnel and the fact that such a transaction would result in Pinnacle being solely a consumer business relying upon a license
back of key intellectual property from Company A and with its workforce principally located in Europe but its management located in the
United States. Pinnacle's board of directors authorized management and Lazard to continue to pursue discussions with all of the
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interested parties for a potential business combination involving the entire company and, as an alternative, the sale of the Broadcast &
Professional division.

        At the February 3, 2005 meeting, Pinnacle's board of directors also appointed an M&A committee comprised of three outside directors,
Messrs. Krause, Finocchio and Motro, to provide guidance and direction to senior Pinnacle management and Pinnacle's financial and legal
advisors regarding the various potential transactions. Ms. Hart conferred periodically with each member of the M&A Committee and each of the
other members of Pinnacle's board of directors, and advised them of the status of negotiations in the period following the appointment of the
committee through March 20, 2005. From time to time after its appointment, the M&A Committee met, generally with most of the other
Pinnacle board members in attendance, to consider and provide guidance and direction regarding the various potential transactions.

        On February 4, 2005, Ms. Hart and representatives from Lazard spoke with representatives of Avid and provided an update as to the
Pinnacle board's authorization to continue pursuing discussions. On that same day, Ms. Hart and representatives from Lazard also spoke with
representatives of Company A and provided an update as to the Pinnacle board's authorization and, later that same day, Lazard spoke to
representatives of the financial advisor to Company B and provided an update as to the Pinnacle board's authorization.

        On February 4, 2005, Pinnacle sold its Sports business to XOS Technologies, Inc.

        In early February 2005, Avid began consulting with outside financial and legal advisors about the possible transaction with Pinnacle. Avid
retained Piper Jaffray as its financial advisor and Wilmer Cutler Pickering Hale and Dorr LLP, or Wilmer Hale, as its outside legal counsel.

        On February 7, 2005, representatives of Avid and Piper Jaffray held a conference call with representatives of Pinnacle's management and
Lazard to discuss the diligence process. Commencing on February 11, 2005, Avid was permitted access to due diligence materials through
Pinnacle's electronic dataroom at DLA Piper. Avid and its legal, accounting and financial advisors conducted due diligence regarding Pinnacle
through March 20, 2005.

        On February 11, 2005, representatives of Company A held a conference call with Pinnacle representatives, including each party's counsel
and financial advisors, to discuss key business and legal issues raised by a potential purchase of the Broadcast & Professional division, including
the ownership or licensing of intellectual property.

        On February 15, 2005, representatives of Pinnacle's management and Lazard held a conference call with representatives of Avid's
management and Piper Jaffray to discuss process with respect to Avid's due diligence review.

        On February 16, 2005, Ms. Hart had a telephone call with Company A to discuss the status of Company A's expression of interest to
purchase the Broadcast & Professional division.

        On that same date, Company B advised Lazard that although it continued to have an interest in the potential purchase of the assets of
Pinnacle's Broadcast & Professional division, it was not in a position to pursue a due diligence review in the near term due to internal
commitments.

        At a regular meeting of Avid's board of directors held on February 15 and 16, 2005, Avid's management provided an update on the status of
discussions with Pinnacle. At the conclusion of the meeting, Avid's board of directors authorized management to proceed with discussions with
Pinnacle regarding a possible transaction.

        On February 17, 2005, Pinnacle and Avid representatives, including their respective counsel and financial advisors, held due diligence
calls.
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        On February 18, 2005, representatives of Company A held a meeting at DLA Piper's offices with Pinnacle representatives concerning
certain business and legal issues relating to the potential sale of the Broadcast & Professional division.

        On February 23, 2005, DLA Piper delivered an initial draft of a proposed asset purchase agreement and license agreement to counsel for
Company A, and Company A was permitted access to due diligence materials through Pinnacle's electronic dataroom at DLA Piper.

        In order to better understand Pinnacle's business and the potential of a business combination, Avid's representatives and financial advisors
met with representatives of Pinnacle on February 23 and 24, 2005 at DLA Piper's offices. Discussions involved business, finance, human
resources and legal representatives of both companies and focused in greater detail on due diligence matters and the potential benefits of a
business combination between the two companies.

        On February 24, 2005, Pinnacle's M&A Committee, along with Ms. Hart and Mr. Chopra, held a meeting at which Pinnacle's management,
Lazard and DLA Piper reviewed the status of discussions with each of Avid and Company A. Ms. Hart reviewed the potential benefits and risks
of each transaction, including risks relating to the ownership of intellectual property significant to Pinnacle's Business & Consumer division
under Company A's proposal. DLA Piper reviewed legal considerations relating to the potential transactions, including the possibility of antitrust
regulatory review and shareholder approval requirements. The M&A Committee authorized Pinnacle's management and advisors to proceed
with discussions with both Avid and Company A.

        On February 28, 2005, representatives of Company A met with Mr. Chopra in Munich, Germany to review certain intellectual property
diligence matters.

        On February 28, 2005, Avid's counsel, Wilmer Hale, delivered an initial draft merger agreement and related agreements to Pinnacle's
counsel, DLA Piper, in order to begin negotiating some of the terms of a possible transaction.

        On March 2 and 3, 2005, representatives of Avid visited Pinnacle's operations in Braunschweig, Germany to conduct due diligence.

        On March 3, 2005, Ms. Hart and a Lazard representative met with representatives of Company A and its financial advisor to discuss
Company A's potential acquisition of Pinnacle's Broadcast & Professional division.

        On March 4, 2005, Messrs. Krall, Milbury and Jacks and Ms. Hart, together with representatives of Lazard and Piper Jaffray, met in New
York, New York to discuss a potential business combination between the two companies. The parties discussed the business strategy and
prospects of their respective companies and the strategic rationale for a potential transaction. Mr. Krall indicated orally a willingness to pursue a
stock-for-stock business combination with a valuation of approximately $6.25 to $6.50 per share of Pinnacle common stock. Lazard
representatives requested that Avid submit a proposal in writing.

        On March 6, 2005, after consultation with its financial and legal advisors, Avid delivered to Pinnacle a written, non-binding expression of
interest for a stock-for-stock business combination with a fixed exchange ratio to be based on the 20-day trading average of Avid common stock
prior to signing and with an expected value of $6.50 per Pinnacle share, subject to Avid's satisfactory completion of due diligence and other
conditions. Avid also requested that Pinnacle enter into an exclusivity arrangement with Avid.

        On March 7, 2005, Avid's board of directors had an update conference call regarding the possible transaction with Pinnacle. During the call,
Avid's management and financial and legal advisors summarized the status of due diligence and discussions with Pinnacle, including the
principal open issues, and the process and estimated timing if the transaction proceeded.
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        On March 7, 2005, Pinnacle's M&A Committee held a telephonic meeting in which Ms. Hart, Mr. Chopra and an additional member of
Pinnacle's board of directors participated. Ms. Hart reviewed the status of discussions with each of the interested parties, including the terms of
the written non-binding expression of interest from Avid, and reviewed strategic alternatives available to Pinnacle. Ms. Hart reviewed
negotiations to date with Avid regarding the proposed exchange ratio and advised Pinnacle's M&A Committee that Avid had refused to consider
a collar. Lazard reviewed a financial presentation regarding the potential business combination with Avid and the potential sale of the
Broadcast & Professional division and discussed the potential transactions and other alternatives. DLA Piper provided legal advice to the M&A
Committee regarding the potential transactions with Avid and Company A, including a discussion of the fiduciary duties of the directors
considering the transactions, the potential terms of the transactions and legal considerations, including antitrust review, the potential structures,
and process and timing considerations. Ms. Hart and the Lazard representatives noted that Mr. Krall had indicated a desire to travel to California
to meet with the M&A Committee to discuss the potential business combination. The M&A Committee, along with an additional member of
Pinnacle's board of directors, met in an executive session with DLA Piper and reviewed the alternatives available to Pinnacle. At the conclusion
of this executive session, the M&A Committee expressed support for continuing discussions with all interested parties, and directed that no
exclusivity arrangement be finalized. The M&A Committee directed management and Lazard to attempt to increase the consideration set forth in
Avid's expression of interest.

        During the evening of March 7, 2005, Ms. Hart contacted Mr. Krall and sought an increase in the price included in Avid's expression of
interest. Mr. Krall declined to consider increasing the consideration payable to Pinnacle shareholders and advised that he would cancel his
proposed visit to California to meet with the M&A Committee and the proposed diligence meetings scheduled for the following week if the
M&A Committee insisted on such an increase as a condition to further discussions.

        On March 8, 2005, the M&A Committee held a telephonic meeting in which Ms. Hart, Mr. Chopra and an additional member of Pinnacle's
board of directors participated. Ms. Hart reported on her conversation with Mr. Krall. The M&A Committee authorized Ms. Hart to request a
meeting with Mr. Krall at which Mr. Krall would provide further information regarding the potential strategic and other benefits of the proposed
business combination with Avid. The M&A Committee authorized DLA Piper to deliver comments to Wilmer Hale on the draft acquisition
agreements. In a conversation Ms. Hart held with Mr. Krall later that evening, Mr. Krall indicated that he would meet with the M&A Committee
to provide further information regarding the potential business combination, but due to inclement weather, such meeting could not take place
until Saturday, March 12.

        On March 9, 2005, the M&A Committee held a telephonic meeting in which Ms. Hart, Mr. Chopra and an additional member of Pinnacle's
board of directors participated. Ms. Hart and representatives of Lazard and DLA Piper provided a briefing regarding the status of negotiations
with Avid.

        On March 9, 2005, DLA Piper delivered proposed revisions to the draft merger and related agreements to Wilmer Hale. From March 10,
2005 through March 20, 2005, representatives and legal advisors of Avid and Pinnacle engaged in negotiations regarding the merger agreement
and related agreements. During this period, representatives of Avid and Pinnacle also continued to conduct due diligence and engaged in
discussions relating to the potential financial terms of the transaction.

        On March 11, 2005, Avid's board of directors held a special meeting to discuss the potential transaction with Pinnacle. At the meeting,
Avid's management reviewed the status of the negotiations, indicating that the parties had not reached agreement on significant issues, and
discussed with the board the strategic rationale for the possible transaction, the major due diligence findings to date, and challenges involved in
integrating Pinnacle's business with Avid should a transaction be consummated.
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Avid's board of directors then received a presentation on financial considerations relating to the potential transaction from representatives of
Piper Jaffray. Following Piper Jaffray's presentation, Avid's legal advisors summarized legal issues arising out of the potential merger, including
the need for antitrust regulatory clearance in the United States and various foreign jurisdictions. At the conclusion of the meeting, Avid's board
of directors authorized management to continue discussions with Pinnacle regarding a possible transaction.

        On March 12, 2005, the M&A Committee held a meeting at the offices of DLA Piper, in which Ms. Hart and Mr. Chopra also participated,
and received a briefing from management and Lazard on the status of the negotiations with Avid and Company A, the operating, strategic and
financial considerations of the two potential transactions, and financial information concerning Avid and Pinnacle. Additional members of
Pinnacle's board of directors attended all or a portion of the meeting. Lazard reviewed a presentation regarding the financial implications of the
two potential transactions and possible alternative transactions, as well as information regarding Avid and Pinnacle. DLA Piper reviewed the
fiduciary duties of Pinnacle's board of directors and reviewed the status of negotiations on the merger agreement and related agreements.
Mr. Krall and Mr. Milbury attended a portion of the meeting of the M&A Committee and provided an overview of Avid's business, financial
results and prospects, and Avid's strategic rationale for the potential business combination.

        Following the presentation by Messrs. Krall and Milbury, the M&A Committee met in an executive session with DLA Piper and discussed
the alternatives available to Pinnacle. The M&A Committee and the outside directors then met with management, Lazard and DLA Piper and
authorized continuing negotiations with Avid for a potential strategic business combination. The M&A Committee noted that the expression of
interest by Avid provided for an exchange ratio, to be based on the average trading price of Avid common stock over the 20 trading days prior to
signing, which then had a value of $6.50. The M&A Committee noted that the Avid common stock price had been declining. The M&A
Committee directed Ms. Hart and Lazard to communicate the M&A Committee's view that the consideration payable to Pinnacle shareholders to
be embodied in the final exchange ratio should not be adversely impacted by the decline in recent trading prices for Avid common stock,
although the Committee recognized that the value of the transaction would fluctuate following the announcement of the transaction. At this
meeting, the M&A Committee also directed Ms. Hart to communicate in writing to Company A the need to address each of Pinnacle's specific
concerns regarding the potential sale of the Business & Professional division, including issues relating to intellectual property and the
noncompete provisions, by the close of business on March 14, 2005, including a response in writing to the draft agreements that Pinnacle had
previously provided to Company A.

        On March 13, 2005, Ms. Hart delivered a letter to Company A making these requests and, in a telephone call that same day, Ms. Hart and a
Lazard representative discussed with a senior representative of Company A Pinnacle's request for a specific response on the various issues
outlined by Pinnacle. On March 13, 2005, representatives of Company A and its financial advisor had a conference call with representatives of
Pinnacle and Lazard on diligence matters.

        On March 14, 2005, Company A provided a written response to Pinnacle on the issues raised by Pinnacle in its March 13, 2005
correspondence and proposed revisions to the draft agreements presented by DLA Piper, which included an affirmation of a proposed purchase
price of $120 million for the acquisition of Pinnacle's Broadcast & Professional division and certain assets and all business activities of
Pinnacle's Liquid professional video editing product line. The response indicated that the assets that Company A sought to purchase could
include intellectual property significant to Pinnacle's Business & Consumer division.

        On March 14 and 15, 2005, Avid continued its due diligence review of Pinnacle at the offices of DLA Piper.
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        On March 15, 2005, representatives of Pinnacle and its financial advisors visited Avid's headquarters to conduct a due diligence review of
Avid. Pinnacle's representatives met with various members of Avid's management, and received presentations and asked questions regarding
Avid's business, product strategy, operations, finances and legal matters. Later that day, Ms. Hart and Mr. Chopra held a telephonic conference
call with representatives of Avid and Piper Jaffray, in which Mary Dotz, Pinnacle's Chief Financial Officer, and a representative of Lazard also
participated, to discuss Pinnacle's expected financial performance and to provide updated Pinnacle forecasts for future periods.

        On the evening of March 15, 2005, Pinnacle's board of directors held a telephonic meeting during which Ms. Hart and the legal and
financial advisors to Pinnacle reviewed with Pinnacle's board of directors the status of negotiations with Company A, including the response by
Company A to the issues raised by Pinnacle, the open business issues with Company A, and Pinnacle's negotiating posture and negotiating
strategy regarding the transaction. Ms. Hart and the legal and financial advisors to Pinnacle also reviewed the status of negotiations with Avid
and the status of due diligence. Lazard discussed financial considerations relating to the proposed merger with Avid. DLA Piper provided a
briefing on the fiduciary duties of Pinnacle's board of directors, reviewing with Pinnacle's board of directors the fact that the sale to Avid as
proposed was a strategic business combination in which the shareholders could participate in the possible appreciation of the combined entity,
and summarized the principal terms of the Avid merger agreement and the remaining open issues between the parties. Pinnacle's board of
directors discussed the strategic rationale for the potential merger with Avid and the risks and benefits of the transaction, including the
conditions to the consummation of the transaction. Pinnacle's board of directors discussed the benefits and risks of Company A's proposal,
including the conditions to the transaction, the risk of protracted negotiations relating to the division of intellectual property rights and
engineering personnel with no assurances of terms acceptable to Pinnacle and the potential benefits and risks to Pinnacle of Pinnacle continuing
as an independent, stand-alone entity following such proposed transaction that would result in Pinnacle becoming solely a consumer business
with its workforce principally located in Europe but its management located in the United States. Pinnacle's board of directors also discussed the
benefits and risks of not effecting any transaction, and continuing as an independent, stand-alone entity.

        On March 16, 2005, a series of telephonic conference calls were held by Ms. Hart, Mr. Krall, Mr. Milbury and the respective financial and
legal advisors for Avid and Pinnacle to discuss the outstanding issues between the parties, including the proposed exchange ratio and the terms
of the merger agreement. Lazard and Ms. Hart communicated the view of the M&A Committee that the value of the transaction consideration
payable to Pinnacle shareholders should not be negatively impacted by any decline in the trading price of Avid common stock through signing,
so that the recent decline in the trading price of Avid common stock would result in the need for a higher exchange ratio than that proposed by
Avid. Following these calls, Avid's representatives convened a telephone conference call for senior management of Avid and Pinnacle and the
parties' respective financial and legal advisors, and communicated a package of terms, including a proposed fixed exchange ratio for a
stock-for-stock, tax-free reorganization, and responses to Pinnacle's remaining issues on the merger agreement, accommodating most of the
issues raised by Pinnacle. The proposed fixed exchange ratio represented an implied value of $6.53 per share of Pinnacle common stock based
on the prior trading day's closing prices for Avid common stock, $6.71 per share based on the average of the prior 20 trading days' closing prices
of Avid common stock, and $6.34 per share based on the closing trading price of Avid common stock that day. As proposed, the exchange ratio
would not be affected by subsequent trading prices for Avid common stock.

        On March 16, 2005, the M&A Committee, along with Ms. Hart, Mr. Chopra and additional members of Pinnacle's board of directors, held a
telephonic meeting at which Ms. Hart, Lazard and DLA Piper reported on the status of negotiations with Avid and reviewed the proposal from
Avid,
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including the proposed exchange ratio and Avid's responses to outstanding issues on the merger agreement. Lazard reviewed financial
considerations relating to the proposed transaction with Avid, and DLA Piper provided legal advice regarding the potential terms. The M&A
Committee authorized management, Lazard and DLA Piper to continue negotiations with Avid to document the transaction as proposed.

        On March 17, 2005, Ms. Hart and a representative of Lazard held a telephone conference call with representatives of Company A to discuss
the terms of Company A's proposal.

        On March 17, 2005, Mr. Krall advised Ms. Hart that Avid had an interest in modifying the form of consideration so that Pinnacle
shareholders would receive $1.00 in cash and the remainder of the consideration in Avid common stock, based on a revised exchange ratio
designed to give equivalent value, taking into account the cash component, to the previously proposed fixed exchange ratio. The parties and their
financial advisors negotiated regarding the proposed exchange ratio, and Avid proposed a revised exchange ratio as a result of these
negotiations.

        On the morning of March 18, 2005, the M&A Committee, along with Ms. Hart, Mr. Chopra and additional members of Pinnacle's board of
directors, held a telephonic conference call in which Ms. Hart and Lazard reviewed the proposed change in the consideration and the revised
exchange ratio. Lazard provided a presentation on financial considerations for the revision and DLA Piper reviewed legal considerations relating
to the potential transaction, including the fact that the potential transaction would not necessarily result in a tax-free reorganization and the final
tax treatment would depend on the trading price of Avid common stock at the time of closing. The M&A Committee considered the benefits and
risks of the change and directed that negotiations should proceed with the change in the proposed merger consideration.

        Later on March 18, 2005, Pinnacle's board of directors held a special meeting at the offices of DLA Piper to discuss the potential merger of
Pinnacle and Avid and the potential transaction with Company A. At that meeting, senior management of Pinnacle and representatives of Lazard
and DLA Piper reviewed with Pinnacle's board of directors various matters relating to the potential business combination with Avid and the
other potential transaction with Company A, including the results of their business and financial due diligence review of Avid, the respective
progress and status of negotiations with Avid and Company A, and the risks and benefits of the respective potential transactions. Pinnacle's
board of directors discussed the risks and uncertainties relating to the potential transaction with Company A, including the difficulties relating to
the division of intellectual property and engineering personnel and the fact that such a transaction would result in Pinnacle being solely a
consumer business with its workforce principally located in Europe but its management located in the United States. Management and
representatives of Lazard and DLA Piper reviewed the structure of the potential business combination with Avid, including the proposed
consideration and the tax treatment of the transaction, and representatives of Lazard reviewed the financial terms of the potential transaction.
Pinnacle's board of directors discussed the merger consideration and the structure of the transaction, including the cash component and the fixed
exchange ratio, noting that Avid had been unwilling to consider a collar. DLA Piper discussed the fiduciary duties of Pinnacle's board of
directors and further reviewed with the board certain legal considerations relating to each of the potential transactions, including antitrust
regulatory review and the respective risks, benefits and conditions to each transaction. DLA Piper also reviewed the principal terms of the Avid
merger agreement and voting agreements. Pinnacle's board of directors directed management and its advisors to continue discussions with both
parties. Ms. Hart reviewed proposals relating to retention benefits for certain Pinnacle employees and reviewed the interests certain persons
might have in the merger. The compensation committee of Pinnacle's board of directors then met to review the effect of the transaction with
regard to Ms. Hart's existing employment and change of control agreements with Pinnacle and the employee retention plan for other employees
then being proposed by management. After discussion, the compensation committee approved a modified version of the employee retention
plan.

        On March 19, 2005, a representative of Lazard held a telephonic conference call with representatives of the financial advisor to Company A
regarding the status of Pinnacle's internal evaluation of Company A's proposal.
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        Avid's board of directors held a special meeting on March 19, 2005 to consider the proposed transaction with Pinnacle. At the meeting,
Avid's senior management updated Avid's board of directors on the final results of Avid's due diligence review. Representatives of Piper Jaffray
made a financial presentation to Avid's board of directors and delivered Piper Jaffray's oral opinion that, as of that date, and based upon and
subject to the considerations described in its subsequently delivered written opinion, the merger consideration to be paid by Avid pursuant to the
merger agreement was fair to Avid from a financial point of view. Avid's legal representatives provided a summary of the principal terms of the
merger agreement and voting agreements, and reviewed the process and timing for the proposed transaction, including with respect to regulatory
approvals. Following the presentations and discussion, Avid's board of directors unanimously approved the merger agreement, the proposed
merger and the issuance of shares and payment of cash pursuant to the merger.

        On March 20, 2005, Pinnacle's board of directors held a special meeting at which the proposed merger with Avid was discussed and
considered by Pinnacle's board of directors. At this meeting, Pinnacle's senior management reviewed the strategic and business considerations
relating to the Avid transaction, and the risks and benefits of the transaction. Representatives of DLA Piper reviewed the final terms of the Avid
merger agreement and voting agreements. Lazard reviewed the financial terms of the proposed merger with Avid, summarized a financial
presentation regarding the merger consideration, and delivered its oral opinion, subsequently confirmed in writing, to Pinnacle's board of
directors that, as of March 20, 2005, based upon and subject to the factors and assumptions set forth in its opinion, the merger consideration as
set forth in the merger agreement was fair, from a financial point of view, to the holders of Pinnacle common stock. Following the presentations
and discussion, Pinnacle's board of directors voted unanimously to approve the merger agreement and resolved to recommend that Pinnacle
shareholders vote to approve the terms of the merger.

        On March 20, 2005, Avid and Pinnacle executed the merger agreement and the voting agreements, and Ms. Hart communicated to a
representative of Company A that Pinnacle would not be continuing discussions with Company A because of the non-solicitation provisions of
the merger agreement. On March 21, 2005, Avid and Pinnacle issued a joint press release announcing the execution of the merger agreement.

        On March 28, 2005, a private equity firm, referred to in this joint proxy statement/prospectus as Company C, submitted a written proposal
to Pinnacle to acquire Pinnacle for $6.25 per share in a cash transaction that Company C represented would not involve any material regulatory
approvals or shareholder vote. The proposal indicated that Company C contemplated a combination of Pinnacle with a portfolio software
company, which is a business partner of Pinnacle, owned by Company C. The proposal indicated that Company C was prepared to enter into a
confidentiality agreement immediately, undertake confirmatory due diligence and negotiate a definitive agreement containing substantially
similar (and in some cases less restrictive) terms and conditions as the merger agreement with Avid, except that Company C contemplated a cash
tender offer followed by a second step merger. As required by the merger agreement between Avid and Pinnacle, Pinnacle informed Avid of the
receipt of, and provided Avid with a copy of, the March 28, 2005 letter from Company C.

        On March 31, 2005, Pinnacle's board of directors held a special telephonic meeting to consider the potential transaction with Company C,
with representatives from Lazard and DLA Piper in attendance. DLA Piper advised Pinnacle's board of directors regarding its fiduciary duties
and Pinnacle's obligations under the Avid merger agreement. Pinnacle's board of directors reviewed and discussed with its advisors the terms of
Company C's proposal in comparison to the Avid transaction, including:

�
the structure and form of consideration proposed by Company C, including the possibility that Company C might not
proceed with a tender offer structure after negotiations;

�
the tax consequences of the proposed Company C transaction compared to the Avid transaction;
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�
the timing considerations related to each of the two transactions;

�
the possible conditions to the transaction proposed by Company C compared to those in the Avid transaction;

�
the information available to Pinnacle's board of directors and its advisors regarding Company C and its affiliates, including
the apparent lack of experience of Company C and the portfolio company in completing transactions of similar size and
complexity, and the lack of definitive information regarding the financial resources of Company C and possible risks
associated with Company C's ability to obtain required financing; and

�
the lack of specificity regarding the particular issues requiring due diligence or the time required for the due diligence
process.

        Pinnacle's board of directors noted the historical and recent post-announcement trading prices of Avid common stock and considered the
possible fluctuation in the trading price of Avid common stock during the pendency of the Avid transaction. Pinnacle's board of directors also
considered the potential risks and benefits of the business combination with Avid, including the strategic rationale and the possible appreciation
in value of the combined company if the benefits of the combination were realized. Pinnacle's board of directors noted that the Avid transaction
permitted Pinnacle shareholders who continued to hold Avid stock following the transaction to participate in the possible appreciation of the
combined business if the strategic benefits of the combination were realized, while the Company C proposal was a cash transaction and Pinnacle
shareholders would not have the ability to participate in any appreciation in the value of the combined business after the transaction. In addition,
Pinnacle's board of directors considered:

�
risks associated with a due diligence process with Company C, including the possibility that due diligence would disrupt
Pinnacle's business or that a transaction might not be proposed by Company C on similar terms following a due diligence
process;

�
the absence of a specific plan for financing by Company C and the possibility of complications arising due to participation of
multiple parties;

�
risks related to the potential delay and distraction associated with such a process on Pinnacle's business;

�
the possible effect of such risks on the terms of Company C's proposal;

�
the possible impact of the participation of Pinnacle in negotiations or due diligence with Company C on the likelihood of
consummation of the Avid transaction; and

�
risks related to the condition of Avid stockholder approval.

        After a review and discussion of the possible benefits and risks of Company C's proposal compared with the Avid transaction, Pinnacle's
board of directors determined in good faith, after consultation with Lazard and DLA Piper, that Company C's proposal was not reasonably likely
to lead to a "superior proposal," as defined in the Avid merger agreement. On April 1, 2005, Pinnacle informed Company C of this
determination.

        On April 1, 2005, Company C submitted a letter to Pinnacle reiterating its continued interest in a possible acquisition of Pinnacle for $6.25
per share in a cash transaction, providing information as to the potential interest of a co-investor in participating in Company C's financing of the
proposed acquisition and limited additional information concerning Company C's financial resources, and reiterating the proposed terms,
conditions and process set forth in its prior letter. As required by the merger agreement between Avid and Pinnacle, Pinnacle informed Avid of
the receipt of, and provided Avid with a copy of, the April 1, 2005 letter from Company C.
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        On April 4, 2005, Pinnacle's board of directors held a special telephonic meeting to consider the communication from Company C, with
representatives from Lazard and DLA Piper in attendance. DLA Piper advised Pinnacle's board of directors regarding its fiduciary duties and
Pinnacle's obligations under the merger agreement. Pinnacle's board of directors reviewed the historical and recent post-announcement trading
prices of Avid common stock and noted the possible fluctuation in the trading price of Avid common stock during the pendency of the Avid
transaction. Pinnacle's board of directors also reviewed the conditions to the Avid transaction, including the respective stockholder and
shareholder vote requirements for Avid and Pinnacle. Pinnacle's board of directors reviewed the additional information provided by Company C
in its April 1, 2005 letter, including the representation by Company C of an indication of interest of a co-participant in the financing for the
proposed acquisition, although the third party had made no commitment. Pinnacle's board of directors considered the possible impact of a
co-participant in the diligence process if one were commenced. Pinnacle's board of directors reviewed an analysis prepared by Lazard regarding
the potential tax implications of the Company C transaction and an analysis of the historical trading prices of Avid common stock. Pinnacle's
board of directors noted that Company C had not increased its price per share, nor had it provided any specificity regarding the particular issues
requiring due diligence or the time required for due diligence, and it had also not provided any specific plan for financing, definitive information
regarding its financial resources, or any commitment by third parties for such financing.

        Pinnacle's board of directors also reviewed the considerations relating to both the Company C proposal and the Avid transaction previously
reviewed at its meeting held on March 31, 2005, including the difference in the amount, form and structure of consideration offered by
Company C and Avid and the risks and benefits of the respective transactions. Pinnacle's board of directors also discussed the risks of a due
diligence process with Company C, the possibility that due diligence would disrupt Pinnacle's business and the possibility that a transaction
might not be proposed by Company C on similar terms following a due diligence process.

        Pinnacle's board of directors concluded that the information provided by Company C in its April 1, 2005 letter did not change the prior
conclusion of Pinnacle's board of directors regarding the Company C proposal. After a review and discussion of the possible benefits and risks
of Company C's proposal compared to the Avid transaction, Pinnacle's board of directors determined in good faith, after consultation with
Lazard and DLA Piper, that Company C's proposal was not reasonably likely to lead to a "superior proposal," as defined in the Avid merger
agreement. On April 4, 2005, Pinnacle informed Company C of this determination.

        On April 7, 2005, a representative of Company C sent an electronic mail correspondence to Mr. Chopra in response to Mr. Chopra's
cancellation of a routine business meeting that had been previously scheduled with the portfolio software company owned by Company C. The
correspondence repeated Company C's interest in acquiring Pinnacle and its desire to engage in discussions with Pinnacle's board of directors
regarding the proposed acquisition, stating Company C's belief that its proposed cash offer was superior to Avid's offer along multiple
dimensions and requesting that this communication and interest be disseminated to Pinnacle's board of directors. The electronic mail
correspondence was provided by Ms. Hart to all Pinnacle directors and provided to Avid.

        On April 13, 2005, Pinnacle made a public announcement regarding its preliminary expectations of net sales for its third quarter of fiscal
2005, indicating that it anticipated third-quarter net sales of approximately $64 million to $66 million, lower than its previous expectations of
$70 million to $73 million (as adjusted for the sale of Pinnacle's Sports business in Pinnacle's third fiscal quarter). Pinnacle noted in the
announcement that initial uncertainty regarding the potential impact of the Avid transaction contributed to its revised sales outlook, as orders had
slowed from Pinnacle's distribution channels, principally in Europe, in the last 10 days of the quarter.
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        On April 13, 2005, Company C submitted a letter to Pinnacle reaffirming its continued interest in a possible acquisition of Pinnacle,
indicating a proposed purchase price range of $6.25 to $7.00 per share in a cash transaction, with the final value to be determined following
expedited, confirmatory diligence, and acknowledging Pinnacle's announcement of its revised expectations for its third fiscal quarter results. The
letter also indicated that Company C had engaged in discussions with a large strategic partner very familiar with Pinnacle that had expressed an
interest in an immediate purchase of a portion of Pinnacle's business, but advised that Company C would be prepared to complete a transaction
for all of Pinnacle with or without participation of this strategic partner. The letter reiterated the proposed conditions set forth in its prior letter to
Pinnacle dated March 28, 2005. As required by the merger agreement between Avid and Pinnacle, Pinnacle informed Avid of the receipt of, and
provided Avid with a copy of, the April 13, 2005 letter from Company C.

        On April 14, 2005, Pinnacle's board of directors held a special telephonic meeting during which Pinnacle's board of directors considered the
latest correspondence from Company C, with representatives from Lazard and DLA Piper in attendance. DLA Piper advised Pinnacle's board of
directors regarding its fiduciary duties and Pinnacle's obligations under the Avid merger agreement. Pinnacle's board of directors reviewed the
historical and recent post announcement trading prices of Avid common stock and noted the possible fluctuation in the trading price of Avid
common stock during the pendency of the Avid transaction. Pinnacle's board of directors reviewed the additional information provided by
Company C in its April 13, 2005 letter, including the acknowledgement of Pinnacle's announcement of revised revenue expectations, Company
C's indication of a willingness to proceed with a transaction with a range of possible values from $6.25 to $7.00 subject to due diligence, and the
reference to a strategic partner interested in a portion of Pinnacle's business. Pinnacle's board of directors reviewed considerations relating to
both the Company C proposal and the Avid transaction, including:

�
the ambiguity of the Company C purchase price as expressed as a range, with the low end of the range being no different
than the amount previously offered, and no commitment to proceed at the high end of the range;

�
the difference in the amount and forms of consideration and structures of the transactions offered by Company C and Avid;

�
the potential risks and benefits of the respective transactions;

�
the conditions to the Avid transaction and the likely conditions to a transaction with Company C;

�
the continued lack of a specific plan for financing by Company C and the possibility of complications arising due to
participation by multiple parties;

�
the requirement that Avid obtain stockholder approval of an amendment to its certificate of incorporation to increase the
number of authorized shares of Avid common stock in order to enable the issuance of Avid common stock in the merger,
and Avid's plans regarding solicitation of proxies and other communication relating to stockholder approval;

�
the indication by Company C of its continued interest despite Pinnacle's preannouncement, subject to diligence;

�
the continued lack of specificity by Company C regarding the particular issues requiring due diligence and the time required
for due diligence;

�
the risks related to the due diligence process with Company C, including the ambiguity of Company C's indication of its
willingness to engage in "expedited, confirmatory diligence" when the price being offered was not established for such
confirmatory diligence and specific diligence issues were not identified, the possible impact of adding yet another participant
to the due
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diligence process and the possible adverse impact of a further due diligence process on Pinnacle's business; and

�
the impact of discussions or due diligence with Company C on the transaction with Avid, including possible delay or
distraction in Avid's efforts to obtain Avid stockholder approval.

        After a review and discussion of the possible benefits and risks of Company C's proposal compared to the Avid transaction, Pinnacle's
board of directors determined in good faith, after consultation with Lazard and DLA Piper, that Company C's proposal was not reasonably likely
to lead to a "superior proposal," as defined in the Avid merger agreement. On April 15, 2005, Pinnacle informed Company C of this
determination.

        On April 27, 2005, Pinnacle made a public announcement regarding its operating results for its third fiscal quarter ended March 31, 2005,
including net sales of $65.2 million compared to net sales of $82.1 million for the corresponding quarter of fiscal 2004. In the analyst conference
call following the earnings announcement, Pinnacle stated that, based upon then-available information, it anticipated its net sales in the fourth
fiscal quarter ending June 30, 2005 will be below its net sales for the third fiscal quarter ended March 31, 2005.

        On April 21 and 28, 2005, Pinnacle's board of directors held special telephonic meetings during which Pinnacle's management and
representatives of Lazard and DLA Piper provided Pinnacle's board of directors with updates on the status of the Avid merger.

        On May 5, 2005, at a regularly scheduled meeting of Pinnacle's board of directors, Pinnacle's management and representatives of Lazard
and DLA Piper provided Pinnacle's board of directors with an update on the status of the Avid merger.

        On May 6, 2005, Company C submitted a letter to Pinnacle reaffirming its continued interest in a possible acquisition of Pinnacle,
indicating a proposed purchase price of $7.00 per share in a cash transaction, with existing Pinnacle options to be cancelled for a cash payment
equal to the difference between the applicable strike price and $7.00. In the letter, Company C proposed a streamlined two-phase due diligence
approach with phase one consisting of confirmatory business and financial due diligence, to be completed within five business days after
Pinnacle's provision of the relevant information and access to Pinnacle's management, and phase two consisting of finalization of a merger
agreement and follow-up due diligence, which the letter stated was not anticipated to take longer than ten days. Company C attached a list of
specific business and financial due diligence issues to the letter. The letter also indicated that Company C did not require any shareholder vote or
similar process to proceed, and that Company C would consider structuring the transaction as a tender offer, which would not require a vote of
the Pinnacle shareholders. The letter further clarified the availability of financing to fund the proposed transaction, noting that a large strategic
partner very familiar with Pinnacle (not further identified in the letter, but subsequently disclosed by Company C to Pinnacle to be
Company A) had expressed interest in an immediate purchase of a portion of Pinnacle's business. In addition, the letter stated that Company C
was partnering with an established technology buyout fund, referred to in this joint proxy statement/prospectus as Company D, and Company D
co-signed the letter to Pinnacle. In the letter, Company C further stated that Company C and Company D were prepared to fully finance the
transaction with equity irrespective of the availability of a concurrent sale of a portion of Pinnacle's business to the large strategic partner and
irrespective of the availability of debt financing. The letter stated that Company C was flexible with respect to acquiring Pinnacle or solely the
portion of the business not sought by the large strategic partner, noting that should Pinnacle and its advisors revisit the current strategic approach
or should Pinnacle and/or Avid desire to explore a restructuring of the proposed Avid merger, Company C would also be willing to pursue a
purchase of the portion of the business not sought by the large strategic partner on "terms that would provide more value to Pinnacle
shareholders as compared to [its] current strategy." The letter noted that the proposal therein remained subject to the other points in Company C's
prior letter to Pinnacle dated March 28,
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2005. As required by the merger agreement between Avid and Pinnacle, Pinnacle informed Avid of the receipt of, and provided Avid with a
copy of, the May 6, 2005 letter from Company C.

        On May 7, 2005, Pinnacle's board of directors held a special telephonic meeting during which Pinnacle's board of directors considered the
latest correspondence from Company C, with representatives from Lazard and DLA Piper in attendance. DLA Piper advised Pinnacle's board of
directors regarding its fiduciary duties and Pinnacle's obligations under the Avid merger agreement. A representative of Lazard reviewed with
Pinnacle's board of directors the proposal contained in the May 6, 2005 letter. Pinnacle's board of directors reviewed considerations relating to
both Company C's latest proposal and the Avid transaction, including:

�
the proposed purchase price was stated at $7.00 as opposed to the range of $6.25 to $7.00 previously proposed by Company
C;

�
the difference in the amount and form of consideration and possible differences in the structure of the transactions offered by
Company C and Avid;

�
the potential risks and benefits of the respective transactions;

�
the conditions to the Avid transaction and the likely conditions to a transaction with Company C;

�
the additional details provided in the May 6, 2005 letter on the plan for financing by Company C, including the interest of
Company D in the transaction, evidenced by its signing of the letter, Company D's experience with transactions of this size
and type, and resources available to Company D, and the expressed willingness of Company C and Company D to proceed
with the transaction irrespective of the availability of debt financing;

�
the requirement that Avid obtain stockholder approval of an amendment to its certificate of incorporation to increase the
number of authorized shares of Avid common stock in order to enable the issuance of Avid common stock in the merger,
and Avid's plans regarding solicitation of proxies and other communication relating to stockholder approval;

�
the details provided in the May 6, 2005 letter regarding the specific issues requiring due diligence and the timeline proposed
for due diligence;

�
the risks related to the due diligence process with Company C, the possible adverse impact of a further due diligence process
on Pinnacle's business, and the risks of multiple participants in the diligence process; and

�
the impact of discussions or due diligence with Company C on the transaction with Avid, including possible delay or
distraction in Avid's efforts to obtain Avid stockholder approval.

After a review and discussion of the possible benefits and risks of Company C's proposal compared to the Avid transaction, Pinnacle's board of
directors determined in good faith, (i) after consultation with Lazard and DLA Piper, that the proposal of Company C contained in the May 6,
2005 letter was reasonably likely to lead to a "superior proposal," as defined in the Avid merger agreement, and (ii) after consultation with DLA
Piper, that Pinnacle's board of directors was required by its fiduciary obligations in response to such letter to participate in discussions or
negotiations with Company C and furnish Pinnacle information to Company C and its representatives.

        Later on May 7, 2005, Pinnacle informed Avid of its determination and sent a letter to Company C, a copy of which was also provided to
Avid, notifying Company C that Pinnacle was willing
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to provide confidential information to Company C and engage in discussions and negotiations in furtherance of a transaction with substantially
the terms set forth in the May 6, 2005 letter, subject to:

�
the two phases of due diligence described in the May 6, 2005 letter being run concurrently so that the parties could negotiate
the merger agreement and other transaction documents in parallel with the diligence process, with a goal to complete the
entire process as soon as practicable;

�
Pinnacle making its management team available to Company C's integrated diligence team to expedite the diligence review
and providing electronic access to a data room; and

�
Pinnacle continuing to engage in discussions only so long as its board of directors believed that the transaction being
negotiated was reasonably likely to lead to a "superior proposal" as defined in the Avid merger agreement.

Pinnacle included with its letter to Company C a proposed nondisclosure agreement to be executed regarding the confidential information to be
provided by Pinnacle. On May 8, 2005, Company C executed a nondisclosure agreement regarding the confidential information to be provided
by Pinnacle on terms no less restrictive than the confidentiality agreement between Avid and Pinnacle, and Pinnacle provided a copy of the
signed nondisclosure agreement to Avid.

        During the week of May 9, 2005 and on May 16, 2005, representatives of Company C and Company D conducted business and financial
due diligence on Pinnacle at the offices of DLA Piper, which included presentations by Pinnacle's management, and representatives of
Company C and Company D were provided access to Pinnacle's electronic data room. Throughout May 2005, Company C and Company D
continued to conduct a due diligence review of Pinnacle. As required by the merger agreement between Avid and Pinnacle, Pinnacle provided to
Avid any materials provided to Company C and Company D not previously provided to Avid.

        On May 20, 2005, Company C's counsel delivered an initial draft merger agreement to Pinnacle's counsel, DLA Piper, in order to begin
negotiating some of the terms of a possible transaction. As required by the merger agreement between Avid and Pinnacle, Pinnacle informed
Avid of the receipt of, and provided Avid with a copy of, the initial draft merger agreement from Company C. Thereafter representatives of
DLA Piper and Company C's counsel negotiated terms of the proposed merger agreement between Pinnacle and Company C.

        On May 23, 2005, Ms. Hart and representatives from Lazard and DLA Piper provided an update by telephone conference call to Pinnacle's
board of directors regarding the progress on the due diligence review by Company C and Company D as well as the status of discussions
regarding structure, financing, terms and timing of a possible transaction with Company C and Company D. Ms. Hart also updated Pinnacle's
board of directors on the status of the merger with Avid. Ms. Hart and representatives from Lazard and DLA Piper noted that Avid's chief
executive officer had reaffirmed Avid's consumer strategy at a recent investor conference, including the strategic value of the combination with
Pinnacle. Pinnacle's board of directors determined in good faith, after consultation with Lazard and DLA Piper, that based on the information
currently available, the transaction proposed by Company C was still reasonably likely to lead to a "superior proposal," as defined in the Avid
merger agreement.

        On May 31, 2005, a representative of Company C informed a representative of Lazard that Company C would not be able to proceed with a
transaction with a purchase price at $7.00. The representative of Company C stated that after completing its financial analysis of Pinnacle, and in
light of the increase in the recent trading price of Avid common stock, Company C believed that due to the status of the debt markets it would be
unable to obtain the necessary financing on acceptable terms to support an offer to Pinnacle that would constitute a "superior proposal," as
defined in the Avid merger agreement.
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        On May 31, 2005, Pinnacle's board of directors held a special telephonic meeting during which Pinnacle's board of directors considered the
information from Company C, with representatives of Lazard and DLA Piper in attendance. A representative of Lazard summarized the
conversation with the representative of Company C. DLA Piper advised Pinnacle's board of directors regarding its fiduciary duties and
Pinnacle's obligations under the Avid merger agreement. After a review and discussion of the recent information regarding Company C's
proposal compared to the Avid transaction, Pinnacle's board of directors determined in good faith, after consultation with Lazard and DLA
Piper, that the discussions with Company C did not continue to appear reasonably likely to lead to a "superior proposal," as defined in the Avid
merger agreement. On June 1, 2005, Pinnacle informed Avid and Company C of this determination and terminated discussions with Company C
and Company D.

Consideration of the Merger by Avid

Avid's Reasons for the Merger and Board Approval

        Avid believes that its acquisition of Pinnacle presents a compelling strategic opportunity for Avid to expand its product offerings and
customer base significantly. Following the completion of the merger, Avid will offer a full range of digital media solutions for professionals and
consumers, ranging from home video and audio editing applications to the most advanced content creation products for enterprise customers in
the film, video, television, broadcast, audio and computer graphics industries.

        Avid also expects that as a result of the acquisition it will derive synergies from a number of sources, including the development of new
products, leveraging of the existing channels and sales forces of both companies to reach more customers, operational efficiencies from
combining functions where appropriate, the consolidation of redundant facilities and infrastructure, and the reduction of public company
expenses.

        The decision of Avid's board of directors to approve the merger and the issuance of Avid common stock in the merger was based on various
potential benefits of the merger. In reaching its decision to approve the merger, Avid's board of directors considered a number of factors,
including the following:

�
information concerning Avid and Pinnacle's respective businesses, operating results, financial condition, operations,
management, competitive positions and prospects;

�
the complementary nature of each company's digital media products and user bases, allowing the combined company to
serve the full spectrum of digital media customer needs from entry-level consumer products to high-end professional
products;

�
the expected synergies from the combined research and development and marketing and sales efforts of the two companies
following the merger and the potential operational benefits from the combination, including reduced public company costs;

�
the results of Avid's due diligence review of Pinnacle's business, finances and operations; and

�
the opinion of Avid's financial advisor that, as of March 19, 2005, and based upon and subject to the considerations
described in its written opinion, the merger consideration to be paid by Avid pursuant to the merger agreement was fair to
Avid from a financial point of view.

        Avid's board of directors also considered a number of factors relating to each of Pinnacle's two operating segments.

        In the broadcast segment, Avid's board of directors considered the following factors, among others:

�
Professional broadcasters continue to look for more efficient ways to work, and the acquisition of Pinnacle will significantly
enhance the family of broadcast solutions and capabilities Avid can offer to these customers. Once completed, the
acquisition will extend Avid's end-to-end
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broadcast production pipeline with an expanded and integrated set of solutions and individual components, including
world-class products such as Pinnacle's Deko on-air graphics system, MediaStream playout servers and Liquid non-linear
editing and post-production solutions, as well as other complementary software and services, customer relationships, sales
channels and domain expertise.

�
Avid's current broadcast product line�which includes solutions and components for ingest, editing, storage, media asset
management and playout�is built on open standards that enable integration with a range of third-party products, including
systems from Pinnacle. For example, Avid's iNEWS system can be integrated with Pinnacle's Deko on-air graphics system
to provide automated control of newsroom content. Avid expects to achieve additional integration between Avid and
Pinnacle products after the acquisition is completed.

�
The acquisition will permit Avid to offer a richer set of offerings to broadcasters who are transitioning from analog to
all-digital production. For example, Avid's global sales teams will be able to present a broader portfolio of products�including
Pinnacle's broadcast playout servers and on-air graphics systems�to existing customers and prospects.

        In the consumer segment, Avid's board of directors took into account a number of factors, including the following:

�
Following the acquisition, customers will be able to choose from a wide range of products from Avid, the company that
pioneered the industry of digital nonlinear editing. Customers who use Avid and Pinnacle products will benefit from their
solutions being road-mapped, designed, engineered, upgraded and supported by a team that includes some of the industry's
most talented scientists, engineers and product designers.

�
Pinnacle's consumer video business�which to date has shipped more than 10 million units�will provide Avid with an
immediate avenue into that segment and complements Avid's 2004 acquisition of M-Audio, which enabled Avid to expand
into the consumer end of the audio business. Avid expects Pinnacle's consumer video business will form the basis for a new
consumer video division at Avid. Avid expects to be able to leverage Pinnacle's well-established sales channels throughout
the world to increase sales of other Avid products.

�
The acquisition will permit Avid to reach into the next generation of video editors while they are still learning their craft.
While not all of the millions of customers who use Pinnacle's consumer products will move up to Avid's professional
solutions, they will have the choice to pursue professional editing by upgrading through the range of professional products
offered by Avid.

        During the course of its deliberations concerning the merger, Avid's board of directors also identified and considered a variety of risks
relating to the merger, including the following:

�
the risk that the potential benefits sought in the merger might not be fully realized;

�
the challenges, costs and diversion of management time associated with combining and integrating the two companies
following the closing;

�
the fact that Avid has relatively little experience in the consumer video business, and the possibility that the acquisition
could slow Avid's revenue growth or reduce its operating margins;

�
the possibility that the merger might not be completed;

�
the possible expense and delays associated with obtaining antitrust regulatory approval for the merger;

�
the effect of the public announcement of the merger on Avid and Pinnacle's respective businesses, including employees,
customers and suppliers;
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�
the fact that the merger agreement is not subject to termination by Avid solely as a result of any failure by Pinnacle to meet
internal projections or forecasts or published revenue or earnings predictions, any cancellation or deferral of customer
orders, reductions in sales, disruption in supplier, distributor, partner or similar relationships, or loss of broadcast employees
attributable to the public announcement or pendency of the merger or any decrease in the trading price of Pinnacle common
stock; and

�
the other risks described in this joint proxy statement/prospectus under the section entitled "Risk Factors."

        This discussion of information and factors considered by Avid's board of directors is not intended to be exhaustive, but is intended to
summarize all material factors considered by Avid's board of directors. In view of the wide variety of factors considered by Avid's board of
directors, Avid's board of directors did not find it practicable to quantify or otherwise assign relative weights to the specific factors considered.
However, after taking into account all of the factors set forth above, Avid's board of directors unanimously agreed that the merger agreement and
the merger were fair to, and in the best interests of, Avid and that Avid should enter into the merger agreement.

Opinion of Avid's Financial Advisor

        Avid retained Piper Jaffray to render to Avid's board of directors an opinion as to the fairness, from a financial point of view, of the
consideration to be paid by Avid in the merger.

        Piper Jaffray delivered to Avid's board of directors on March 19, 2005, its opinion, as of that date and based upon and subject to the
assumptions, factors, qualifications and limitations set forth in the written opinion and described below, that the consideration proposed to be
paid by Avid in the proposed merger was fair, from a financial point of view, to Avid. A copy of Piper Jaffray's written opinion is attached to
this joint proxy statement/prospectus as Annex D and is incorporated into this joint proxy statement/prospectus by reference.

        While Piper Jaffray rendered its opinion and provided certain analyses to Avid's board of directors, Piper Jaffray was not requested to and
did not make any recommendation to Avid's board of directors as to the specific form or amount of the consideration to be paid by Avid in the
proposed merger, which was determined through negotiations between Pinnacle and Avid. Piper Jaffray's written opinion, which was directed to
Avid's board of directors, addresses only the fairness, from a financial point of view, of the proposed consideration to be paid by Avid in the
proposed merger, does not address Avid's underlying business decision to participate in the merger and does not constitute a recommendation to
any Avid stockholder as to how any stockholder should vote with respect to the proposed amendment to Avid's certificate of incorporation to
increase the number of Avid's authorized shares of common stock which will enable the issuance of shares of Avid common stock in the merger.

        In arriving at its opinion, Piper Jaffray's review included:

�
a draft of the merger agreement dated March 18, 2005;

�
publicly available financial and other data with respect to Avid and Pinnacle;

�
internal financial information of Pinnacle prepared for financial planning purposes and furnished by the management of
Pinnacle;

�
internal financial information of Avid on a stand-alone basis and as a combined company with Pinnacle, prepared for
financial planning purposes and furnished by the management of Avid;

�
Wall Street research estimates for Avid and Pinnacle;
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�
reported prices and trading activity of the common stock of Avid and Pinnacle and similar information for certain other
companies Piper Jaffray deemed comparable to Avid and Pinnacle; and

�
financial terms, to the extent publicly available, of certain transactions Piper Jaffray deemed comparable to the proposed
merger.

        In addition, Piper Jaffray conducted discussions with members of senior management of Avid and Pinnacle with respect to the business and
prospects of Avid and Pinnacle on a stand-alone basis and on a combined basis following the merger.

        In delivering its opinion to Avid's board of directors, Piper Jaffray prepared and delivered to Avid's board of directors written materials
containing various analyses and other information material to the opinion. Here is a summary of the analyses contained in the materials:

Implied Consideration

        Giving effect to the 0.0869 of a share of Avid common stock consideration and $1.00 cash consideration, the implied value of the
consideration offered to Pinnacle in the merger was determined to be $6.47 per share of Pinnacle common stock (based on the closing price for
Avid common stock on March 18, 2005). Based on the number of outstanding Pinnacle common shares and common share equivalents, Piper
Jaffray calculated the aggregated implied equity value of the consideration payable in the merger to be approximately $461.5 million. Piper
Jaffray also calculated the implied enterprise value (which is equity value plus debt and less cash) of Pinnacle to be approximately
$333.1 million.

Historical Trading Analysis

        Piper Jaffray reviewed the price performance, trading volume and stock trading history of Pinnacle and Avid common stock over selected
periods during the previous 12 months. Piper Jaffray presented the stock trading information contained in the following table:

Pinnacle Avid

Closing price on March 18, 2005 $ 4.97 $ 62.95
Closing price 1 week prior 4.24 64.86
Closing price 4 weeks prior 4.28 65.43
6 month closing average 4.75 57.61
1 year closing average 5.55 52.74
52 week high trade 9.91 68.35
52 week low trade 3.25 40.90

        Piper Jaffray also presented selected price and volume distribution data of Pinnacle and Avid.

Pinnacle Comparable Company Analysis

        Piper Jaffray compared financial information and valuation ratios relating to Pinnacle to corresponding data and ratios from ten publicly
traded companies Piper Jaffray deemed comparable to Pinnacle. This group was Adobe Systems Incorporated, Avid, AutoDesk, Inc.,
InterVideo, Inc., Leitch Technology Corporation, Macromedia, Inc., Macrovision Corporation, SeaChange International, Inc., Sonic Solutions
and Thomson S.A. Piper Jaffray selected this group by applying the following criteria:

�
publicly traded companies that are engaged in providing digital media solutions;

�
companies with primary Standard Industrial Codes, or SIC codes, similar to that of Pinnacle; and

�
companies that Piper Jaffray deemed similar to Pinnacle's business.
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        Piper Jaffray used publicly available Wall Street research estimates for Avid and the comparable company group, except for Pinnacle for
which Piper Jaffray used Pinnacle's management's estimates. This analysis produced multiples of selected valuation data which Piper Jaffray
compared to multiples for Pinnacle derived from the implied value payable in the merger.

Comparable Companies

Pinnacle Low Mean Median High

Enterprise value to latest twelve months revenue 1.1x 0.8x 4.1x 4.3x 10.0x
Enterprise value to estimated calendar 2005 revenue 1.1 0.8 3.4 3.0 8.9
Enterprise value to estimated calendar 2006 revenue 1.0 0.8 3.2 2.8 8.1
Latest twelve months price to earnings ratio NM(1) 16.3 29.3 29.4 41.8
Price to earnings ratio for calendar 2005 59.5 13.3 24.8 22.8 39.0
Price to earnings ratio for calendar 2006 30.3 9.3 20.0 19.4 34.1

(1)
Data not meaningful because Pinnacle did not have positive earnings in the twelve months ended December 31, 2004.

Merger and Acquisition Analysis

        Piper Jaffray reviewed five merger and acquisition transactions that it deemed comparable to the merger. It selected these transactions by
searching SEC filings, public company disclosures, press releases, industry and popular press reports, databases and other sources and by
applying the following criteria:

�
transactions involving companies with primary SIC codes similar to that of Pinnacle;

�
transactions involving the companies comparable to Pinnacle that are identified above;

�
transactions in which the company being acquired had a business that Piper Jaffray deemed similar to Pinnacle's business in
the digital media industry;

�
transactions completed between January 1, 2000 and March 18, 2005; and

�
transactions that were not share repurchases or acquisitions of a minority interest.

        Piper Jaffray compared the resulting multiples of selected valuation data to multiples for Pinnacle derived from the implied value payable in
the merger.

Comparable Transactions

Pinnacle Low Mean Median High

Enterprise value to latest twelve months revenue 1.1x 0.9x 1.7x 1.7x 2.9x
Enterprise value to next twelve months revenue 1.1 0.8 1.5 1.7 2.3
Equity value to latest twelve months net income NM(1) 24.4 36.8 36.8 49.3
Equity value to next twelve months net income 59.5 9.8 38.1 12.9 91.6

(1)
Data not meaningful because Pinnacle did not have positive earnings in the twelve months ended December 31, 2004.

Premiums Paid Analysis
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        Piper Jaffray reviewed 35 completed merger and acquisition transactions that it deemed comparable to the merger to determine the implied
premiums payable in the transactions over recent trading prices. It selected these transactions by searching SEC filings, public company
disclosures, press
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releases, industry and popular press reports, databases and other sources and by applying the following criteria:

�
transactions involving companies with primary SIC codes similar to that of Pinnacle;

�
transactions involving the ten companies deemed by Piper Jaffray to be comparable to Pinnacle that were used for the
Pinnacle comparable company analysis above;

�
transactions completed between January 1, 2003 and March 18, 2005;

�
transactions with equity values between $75 million and $1 billion;

�
transactions in which the company being acquired was publicly traded; and

�
transactions that were not share repurchases, acquisitions of a minority interest or acquisitions of a division.

        The table below shows a comparison of those premiums to the premium payable to Pinnacle shareholders based on the implied value
payable in the merger. The premium calculations for Pinnacle common stock are based upon an assumed announcement date of March 19, 2005:

Comparable Transactions

Pinnacle Low Mean Median High

One day before announcement 30.2% (0.5)% 34.5% 23.3% 260.0%
One week before announcement 52.6 (3.9) 34.9 27.5 239.6
Four weeks before announcement 51.2 (2.7) 46.2 40.0 267.4

Pinnacle Discounted Cash Flow Analysis

        Piper Jaffray performed a discounted cash flow analysis for Pinnacle in which it calculated the present value of the projected future cash
flows of Pinnacle using Pinnacle's management's projections. Piper Jaffray estimated a range of theoretical values for Pinnacle based on the net
present value of its implied annual cash flows and a terminal value for Pinnacle in 2009 calculated based upon a multiple of revenue. Piper
Jaffray applied a range of discount rates of 15% to 20% and a range of terminal value multiples of 1.0x to 1.5x of projected 2009 revenue:

Equity Value of Pinnacle
(in millions)
Low $ 407.9
Mid 489.9
High 586.6

Per Share Equity Value of Pinnacle
Low $ 5.82
Mid 6.99
High 8.37
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Pro Forma Analysis

        Piper Jaffray analyzed pro forma effects resulting from the impact of the merger on the projected earnings per share of the combined
company for the calendar years 2005 and 2006. Piper Jaffray performed this analysis using Wall Street research estimates for Avid and
Pinnacle's management's estimates for Pinnacle, including adjustments to revenue and cost savings, such as headcount reductions, facility
closures, public company costs and manufacturing efficiencies, that Avid's management estimates the combined company may realize following
consummation of the merger. Piper Jaffray determined that the merger could be accretive for calendar year 2006 to the projected stand-alone
earnings per share of Avid when taking into account Avid's management's revenue and cost savings adjustments.

Analysis of Avid Common Stock

        Piper Jaffray reviewed general background information concerning Avid, including recent financial and operating results and outlook.

        Piper Jaffray compared selected financial information and valuation ratios for Avid to the corresponding data and ratios from twelve
publicly traded companies deemed comparable to Avid. This group was Adobe Systems Incorporated, Apple Computer, Inc., AutoDesk, Inc.,
Dolby Laboratories, Inc., Digital Theater Systems, Inc., Harman International Industries, Incorporated, Leitch Technology Corporation,
Macromedia, Inc., Macrovision Corporation, Pinnacle, SeaChange International, Inc. and Thomson S.A. Piper Jaffray selected this group by
applying the following criteria:

�
publicly traded companies that are engaged in providing software and hardware for digital media production, management
and distribution;

�
companies with primary SIC codes similar to that of Avid; and

�
companies that Piper Jaffray deemed similar to Avid's business.

        The stock price used in the calculations was Avid's closing price of $62.95 on March 18, 2005. Piper Jaffray used publicly available Wall
Street research estimates for Avid and the comparable company group, except for Pinnacle for which Piper Jaffray used Pinnacle's
management's estimates. This analysis produced multiples of selected valuation data as follows:

Comparable Companies

Avid Low Mean Median High

Enterprise value to latest twelve months revenue 3.7x 0.7x 3.9x 3.5x 10.0x
Enterprise value to estimated calendar 2005 revenue 3.1 0.7 3.4 2.6 8.9
Enterprise value to estimated calendar 2006 revenue 2.8 0.6 3.2 2.3 8.1
Latest twelve months price to earnings ratio 29.4 16.4 37.6 36.0 67.1
Price to earnings ratio for calendar 2005 23.8 13.4 31.1 30.9 45.7
Price to earnings ratio for calendar 2006 20.4 9.3 24.2 23.3 35.5

Miscellaneous Considerations

        In reaching its conclusion as to the fairness of the merger consideration and in its presentation to Avid's board of directors, Piper Jaffray did
not rely on any single analysis or factor described above, assign relative weights to the analyses or factors considered by it, or make any
conclusion as to how the results of any given analysis, taken alone, supported its opinion. The preparation of a fairness opinion is a complex
process and not necessarily susceptible to partial analysis or summary description. Piper Jaffray believes that its analyses must be considered as
a whole and that selection of portions of its
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analyses and of the factors considered by it, without considering all of the analyses and factors, would create a misleading view of the processes
underlying the opinion.

        The analyses of Piper Jaffray are not necessarily indicative of actual values or future results, which may be significantly more or less
favorable than suggested by the analyses. Analyses relating to the value of companies do not purport to be appraisals or valuations or necessarily
reflect the price at which companies may actually be sold. No company or transaction used in any analysis for purposes of comparison is
identical to Pinnacle, Avid or the merger. Accordingly, an analysis of the results of the comparisons is not mathematical; rather, it involves
complex considerations and judgments about differences in the companies to which Pinnacle and Avid were compared and other factors that
could affect the public trading value of the companies.

        For purposes of its opinion, Piper Jaffray relied upon and assumed the accuracy, completeness and fairness of the financial statements and
other information provided to it by Pinnacle and Avid or otherwise made available to it and did not assume responsibility for the independent
verification of that information. Information prepared for financial planning purposes was not prepared with the expectation of public disclosure.
Piper Jaffray relied upon the assurances of the management of Pinnacle and Avid that the information provided to it by Pinnacle and Avid was
prepared on a reasonable basis in accordance with industry practice, and, with respect to financial planning and pro forma data, reflects the best
currently available estimates and judgment of Avid and Pinnacle's respective management and that they are not aware of any information or
facts that would make the information provided to Piper Jaffray incomplete or misleading. Piper Jaffray expressed no opinion as to such
financial planning and pro forma data or the assumptions on which it was based. Piper Jaffray relied on assumptions of Avid's management
regarding cost savings and other pro forma effects anticipated to result from the merger.

        For purposes of its opinion, Piper Jaffray assumed that neither Avid nor Pinnacle is party to any material pending transaction, including any
external financing, recapitalization, acquisition or merger, other than the proposed merger between Avid and Pinnacle. For purposes of its
opinion, Piper Jaffray assumed that all necessary regulatory approvals and consents required for the merger will be obtained in a manner that
will not adversely affect Avid or Pinnacle or alter the terms of the merger.

        In arriving at its opinion, Piper Jaffray did not perform any appraisals or valuations of any specific assets or liabilities of Pinnacle or Avid,
and was not furnished with any such appraisals or valuations. Piper Jaffray expressed no opinion as to the liquidation value of any entity. Piper
Jaffray expressed no opinion as to the price at which shares of Pinnacle or Avid common stock have traded or at which the shares of Pinnacle,
Avid or the combined company may trade at any future time. The opinion is based on information available to Piper Jaffray and the facts and
circumstances as they existed and were subject to evaluation on the date of the opinion. Events occurring after that date could materially affect
the assumptions used in preparing the opinion. Piper Jaffray has not undertaken to and is not obligated to affirm or revise its opinion or
otherwise comment on any events occurring after the date it was given.

        Piper Jaffray assumed that the merger would qualify as a reorganization under the United States Internal Revenue Code and did not
independently verify that such tax treatment will be available in respect of the merger. Piper Jaffray expressed no view with respect to the tax
treatment that will be required to be applied to the merger. Piper Jaffray relied on advice of outside counsel of Avid and Pinnacle and the
independent accountants to Avid, and on the assumptions of Avid's management, as to all legal, tax and financial reporting matters with respect
to Avid, Pinnacle and the merger agreement.

        Piper Jaffray was not requested to opine as to, and the opinion does not address, the basic business decision to proceed with or effect the
merger. Piper Jaffray expressed no opinion as to whether any alternative transaction might produce superior benefits to Avid or its stockholders.
Piper
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Jaffray's opinion relates solely to the aggregate consideration payable to the equity and option holders of Pinnacle as a whole. Piper Jaffray did
not analyze any class separately and did not express any opinion regarding the consideration allocated or paid to any specific class of securities.

        Piper Jaffray, as a customary part of its investment banking business, evaluates businesses and their securities in connection with mergers
and acquisitions, underwritings and secondary distributions of securities, private placements and valuations for estate, corporate and other
purposes. Piper Jaffray provides research coverage on and maintains a market in the common stock of Avid and Pinnacle and has written
research reports on Avid and Pinnacle during the last 12 months. Piper Jaffray previously acted as Avid's financial advisor in connection with an
acquisition transaction by Avid for which it received a customary fee. In the ordinary course of its business, Piper Jaffray and its affiliates
(including its employees) may actively trade securities of Avid and Pinnacle for their own accounts or the accounts of their customers and,
accordingly, may at any time hold a long or short position in those securities.

        Under the terms of Piper Jaffray's engagement letter with Avid, Avid:

�
paid a fee of $500,000 to Piper Jaffray as a result of Piper Jaffray providing Avid's board of directors with Piper Jaffray's
opinion with respect to the fairness of the consideration, from a financial point of view, to be paid pursuant to the merger
agreement; and

�
shall pay a fee of $3,000,000 upon consummation of the merger for Piper Jaffray's financial advisory services (against which
the fee of $500,000 described above will be credited).

        Avid has agreed to reimburse Piper Jaffray for its reasonable out-of-pocket expenses incurred in performance of its services, including the
reasonable fees and expenses of its legal counsel up to a maximum expense reimbursement of $50,000. In addition, Avid agreed to indemnify
Piper Jaffray against certain liabilities, including liabilities under the federal securities laws relating to or arising out of Piper Jaffray's
engagement.

Consideration of the Merger by Pinnacle

Pinnacle's Reasons for the Merger and Board Recommendation

        In reaching its decision to approve the terms and conditions of the merger and recommend that the holders of shares of Pinnacle common
stock vote for the approval of the terms of the merger, Pinnacle's board of directors considered a number of factors, including, but not limited to:

�
historical and current information concerning Pinnacle and Avid's respective businesses, financial performances and
conditions, operations, management, competitive positions and prospects;

�
the competitive market environment in which Pinnacle operates, taking into account the greater resources of competitors
compared to Pinnacle and Pinnacle's status as a relatively small technology company;

�
the alternatives available to Pinnacle, including engaging in another business combination or continuing as an independent
company;

�
the risks and uncertainties associated with the continuation of Pinnacle's current strategy of selling the remainder of
Pinnacle's non-core operations, including the uncertainties in achieving terms favorable to Pinnacle and its shareholders, the
risk of compromising intellectual property or other assets necessary for Pinnacle's continuing core business, the risks of
business or regulatory concerns in such transactions, as well as the distraction to management that would result from
continued divestiture activity;

�
the larger size and greater resources of Avid as compared to Pinnacle, as well as the greater diversification and stability
afforded to Pinnacle shareholders in a combined company with Avid;
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�
the complementary nature of each company's digital media products and user bases, allowing the combined company to
serve the full spectrum of digital media customer needs from entry-level consumer products to high-end professional
products;

�
the premium represented by the merger consideration to the range of recent trading prices of Pinnacle common stock as of
the time of approving the merger;

�
the assessment by Pinnacle's board of directors and Pinnacle's management that the merger and Avid's operating strategy are
consistent with Pinnacle's long-term strategic goals to seek to profitably grow its business by expanding its geographic
scope, platform coverage and product offerings;

�
the fact that the transaction was structured as a merger whereby Avid, through Pinnacle, would assume the liabilities of
Pinnacle's installed base and would be contractually obligated to continue existing support obligations;

�
the expected synergies from the combined research and development and marketing and sales efforts of the two companies
following the merger and the potential operational benefits from the combination, including reduced public company costs;

�
the results of the due diligence review of Avid's business, finances and operations;

�
the terms and conditions of the merger agreement, including:

�
the fact that the merger agreement is not subject to termination by Avid solely as a result of any failure by Pinnacle
to meet internal projections or forecasts or published revenue or earnings predictions, any cancellation or deferral
of customer orders, reductions in sales, disruption in supplier, distributor, partner or similar relationships or loss of
broadcast employees attributable to the public announcement or pendency of the merger or any decrease in the
trading price of Pinnacle common stock;

�
the limited number and nature of the conditions to Avid's obligation to close the merger;

�
the fact that the merger agreement includes provisions permitting Pinnacle to respond in certain circumstances to
proposals for an acquisition of Pinnacle, subject to compliance with the terms of the merger agreement, including
the payment of a termination fee;

�
the determination that an exchange ratio that is fixed and not subject to adjustment for a significant portion of the
merger consideration is appropriate to reflect the strategic purpose of the merger and consistent with market
practice for a merger of this type, and that the fixed exchange ratio fairly captures the respective ownership
interests of the Pinnacle shareholders and Avid stockholders in the combined company based on valuations of
Pinnacle and Avid at the time of the approval by Pinnacle's board of directors of the merger agreement;

�
the determination that the cash portion of the merger consideration provides a stable value for a portion of the
merger consideration and thereby mitigates fluctuations caused by near-term market volatility for Avid common
stock; and

�
the opinion of Pinnacle's financial advisor that, as of March 20, 2005, and based on and subject to the matters set forth in its
written opinion as described below, the merger consideration is fair, from a financial point of view, to holders of Pinnacle
common stock and the related financial analyses.

Pinnacle's board of directors also considered the potential risks of the merger, including the following:
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�
the relatively high trading prices of Avid common stock used in calculating the exchange ratio compared to historical trading
prices for Avid common stock;
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�
the risk of a decrease in the trading price of Avid common stock between signing and closing that would reduce the
aggregate value of the merger consideration Pinnacle shareholders would receive upon the closing of the merger;

�
the risk of non-consummation of the merger and the risk of deterioration of Pinnacle's business whether or not the merger
closes;

�
the risk that Pinnacle had not contacted all possible bidders due to the potential significant harm to Pinnacle's business from
premature disclosure of a possible transaction involving Pinnacle or one or more of its divisions, although Pinnacle's board
of directors believed this risk was mitigated by the terms of the merger agreement, which permitted Pinnacle to terminate the
merger agreement in favor of a superior proposal, and the fact that Pinnacle's board of directors believed that Pinnacle had
negotiations with the acquirors most likely to be able to consummate a transaction;

�
the interests of certain Pinnacle executive officers and directors as described in the section entitled "The Merger�Interests of
Certain Persons in the Merger," which begins on page 80;

�
the challenges and costs of combining the two businesses and the substantial expenses to be incurred in connection with the
merger, including the risks that delays or difficulties in completing the integration could adversely affect the combined
company's operating results and preclude the achievement of some benefits anticipated from the merger;

�
that a significant portion of Avid's revenues is derived from higher-end professional-oriented products, and the likelihood
that Avid will face increasing competition in that area;

�
the potential loss of customers of either company as a result of any such customer's unwillingness to do business with the
combined company, market confusion or response to potential service disruptions as a result of the integration process;

�
the potential disruption to partner and/or channel relationships important to either company as a result of the merger;

�
the possible loss of key management, technical or other personnel of either Avid or Pinnacle as a result of the management
and other changes that will be implemented in integrating the businesses;

�
the potential risks and difficulties of integrating Pinnacle and Avid's respective businesses;

�
the risk that the merger may not be eligible for treatment as a tax-free reorganization for U.S. federal income tax purposes,
with the result that holders of Pinnacle common stock would recognize taxable gain or loss for U.S. federal income tax
purposes on the entire portion of merger consideration received;

�
the risk of diverting management's attention from other strategic priorities to implement merger integration efforts;

�
the risk that anticipated product synergies and cost savings will not be realized; and

�
other risks as described above under "Risk Factors."

        The foregoing discussion of the factors and risks considered by Pinnacle's board of directors is not intended to be exhaustive but
summarizes the material factors and risks considered by Pinnacle's board of directors in making its recommendation. In view of the wide variety
of factors and risks considered in connection with its evaluation of the merger and the complexity of these matters, Pinnacle's board of directors
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did not find it useful, and did not attempt, to quantify, rank or otherwise assign relative weights to these factors and risks. In considering the
factors and risks described above, individual members of Pinnacle's board of directors may have given different weight to different factors and
risks.
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Pinnacle's board of directors conducted an overall analysis of the factors and risks described above, including thorough discussions with, and
questioning of, Pinnacle's management and Pinnacle's legal and financial advisors. Pinnacle's board of directors concluded that certain of the
risks could be managed or mitigated and that, on balance, the potential benefits of the merger outweighed the risks of the merger. Based on the
totality of the information presented, Pinnacle's board of directors determined that Pinnacle should proceed with the merger agreement and the
merger and determined that the merger and the transactions contemplated thereby are advisable, fair to, and in the best interests of Pinnacle and
its shareholders, and recommends that holders of Pinnacle common stock approve the terms of the merger agreement and the transactions
contemplated thereby, including the merger.

Opinion of Pinnacle's Financial Advisor

        Under an agreement dated June 21, 2004, as amended on February 3, 2005, Pinnacle retained Lazard to act as its sole investment banker in
connection with the merger. As part of this engagement, Pinnacle requested that Lazard evaluate the fairness, from a financial point of view, to
Pinnacle shareholders of the consideration to be paid to such holders in the merger. Lazard has delivered to Pinnacle's board of directors a
written opinion, dated March 20, 2005, that, as of that date, based upon and subject to certain assumptions, factors and qualifications set forth
therein, the consideration to be paid in the merger to the holders of Pinnacle common stock is fair, from a financial point of view, to such
holders.

        The full text of the Lazard opinion is included as Annex E to this joint proxy statement/prospectus and is incorporated into this joint proxy
statement/prospectus by reference. The description of the Lazard opinion set forth in this joint proxy statement/prospectus is qualified in its
entirety by reference to the full text of the Lazard opinion set forth in Annex E. You are urged to read the Lazard opinion in its entirety for a
description of the procedures followed, assumptions made, matters considered and qualifications and limitations on the review undertaken by
Lazard in connection with the opinion. Lazard's written opinion is directed to Pinnacle's board of directors and only addresses the fairness to the
holders of Pinnacle common stock of the consideration to be paid to such holders in the merger from a financial point of view as of the date of
the opinion. Lazard's written opinion does not address the merits of the underlying decision by Pinnacle to engage in the merger or the relative
merits of the merger as compared to other business strategies or transactions that might have been available to Pinnacle and does not constitute
an opinion or recommendation to any shareholder as to how the shareholder should vote on any matter relating to the merger. Lazard's opinion is
necessarily based on economic, monetary, market and other conditions as in effect on, and the information made available to Lazard as of, the
date of the Lazard opinion. Lazard assumes no responsibility for updating or revising its opinion based on circumstances or events occurring
after the date of the opinion. The following is only a summary of the Lazard opinion. You are urged to read the entire opinion.

        In the course of performing its review and analyses in rendering its opinion, Lazard:

�
reviewed the financial terms and conditions of the merger agreement;

�
analyzed certain publicly available historical business and financial information relating to Pinnacle and Avid;

�
reviewed the most recent versions of various internal financial forecasts and other data prepared by and provided by the
managements of each of Pinnacle and Avid relating to their respective businesses;

�
held discussions with members of the senior management of each of Pinnacle and Avid with respect to the businesses and
prospects of Pinnacle and Avid, respectively, the strategic objectives of each, and the possible benefits which might be
realized following the merger;
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�
reviewed public information with respect to certain other companies in lines of businesses Lazard believed to be generally
comparable to the businesses of Pinnacle and Avid;

�
reviewed the financial terms, to the extent publicly available, of certain business combinations involving companies in lines
of businesses Lazard believed to be generally comparable to those of Pinnacle and Avid;

�
reviewed the historical stock prices and trading volumes of Pinnacle common stock and Avid common stock; and

�
conducted such other financial studies, analyses and investigations as Lazard deemed appropriate.

        Lazard relied upon the accuracy and completeness of the information provided to it, and did not assume any responsibility for any
independent verification of such information or any independent valuation or appraisal of any of the assets or liabilities (contingent or otherwise)
of Pinnacle or Avid, or concerning the solvency or fair value of Pinnacle or Avid. With respect to financial forecasts and prospects, Lazard
assumed that they had been reasonably prepared on bases reflecting the best currently available estimates and judgments of management of
Pinnacle and Avid as to the future financial performance of Pinnacle and Avid, respectively. Lazard assumed no responsibility for and expressed
no view as to any such forecasts or the assumptions on which they were based.

        In rendering its opinion, Lazard assumed that the merger would be consummated on the terms described in the merger agreement, including
among other things, that the merger will be treated as a reorganization under Section 368(a) of the Internal Revenue Code, as amended, and that
the merger will be consummated without any waiver of any material terms or conditions. In addition, Lazard assumed that obtaining the
necessary regulatory approvals for the merger will not have an adverse effect on the combined company.

        Lazard did not express any opinion as to the price at which shares of Pinnacle common stock or Avid common stock might trade
subsequent to the announcement of the merger or as to the price at which shares of Avid common stock might trade subsequent to the merger.

        Lazard has in the past provided investment banking services to Pinnacle for which Lazard has received customary fees. In addition, in the
ordinary course of Lazard's business, Lazard may actively trade shares of the common stock and other securities of Pinnacle and Avid for its
own account and for the accounts of its customers and, accordingly, may at any time hold a long or short position in such securities.

        The following is a brief summary of the material financial and comparative analyses which Lazard deemed to be appropriate for this type of
transaction and that were performed by Lazard in connection with rendering its opinion. The summary of Lazard's analyses described below is
not a complete description of the analyses underlying Lazard's opinion. The preparation of a fairness opinion is a complex analytical process
involving various determinations as to the most appropriate and relevant methods of financial analyses and the application of those methods to
the particular circumstances, and, therefore, is not readily susceptible to summary description. In arriving at its opinion, Lazard considered the
results of all the analyses and did not attribute any particular weight to any factor or analysis considered by it; rather, Lazard made its
determination as to fairness on the basis of its experience and professional judgment after considering the results of all of the analyses. The
financial analyses summarized below include information presented in tabular format. In order to fully understand Lazard's financial analyses,
the tables must be read together with the text of each summary. The tables alone do not constitute a complete description of the financial
analyses. Considering the data in the tables below without considering the full narrative description of the financial analyses, including the
methodologies and assumptions underlying the analyses, could create a misleading or incomplete view of Lazard's financial analyses.
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Contribution Analysis

        Lazard performed a contribution analysis based on the relative contribution of each of Pinnacle and Avid to the combined pro forma entity,
based on the projections of the managements of Pinnacle and Avid and public information. Lazard calculated the relative contribution by both
Pinnacle and Avid to the combined entity with respect to projected financial data including revenues and EBITA without projected cost savings.

        The following table illustrates the relative contribution to revenues and EBITA of both Pinnacle and Avid to the combined company:

Contribution of
Pinnacle

Contribution of
Avid

2004 Revenues 34.1% 65.9%
2004 EBITA 1.5 98.5
2005E Revenues 30.3 69.7
2005E EBITA 6.7 93.3
2006E Revenues 29.6 70.4
2006E EBITA 11.8 88.2

        "EBITA" is a company's income before interest, taxes and amortization. "2005E" and "2006E" mean projections for 2005 and 2006,
respectively.

        Under the merger agreement, Pinnacle shareholders are expected to receive approximately 14.2% of the fully-diluted equity of the
combined company, plus $71.3 million in cash, based on:

�
the per share merger consideration of 0.0869 of a share of Avid common stock plus $1.00 cash; and

�
the $62.95 closing price per share of Avid common stock on March 18, 2005.

Precedent Transaction Premiums Paid Analysis

        Lazard performed a precedent transaction premiums paid analysis based upon the premiums paid in selected transactions. In conducting its
analysis, Lazard analyzed the premiums paid in the following subsets of precedent transactions:

�
selected precedent transactions over $100 million (which were not "merger of equal" transactions and were not transactions
in the real estate and banking industries); and

�
selected precedent technology transactions over $100 million (which were not "merger of equal" transactions).

        The analysis was based on the one-day, one-week and one-month implied premiums for the transactions indicated. The implied premiums
in this analysis were calculated comparing the implied per share transaction price at announcement of the transaction to the stock price of the
company being acquired and enterprise value one-day, one-week and one-month prior to the announcement of the transaction. The results of
these calculations are as follows:

Share Price

No. of
Transactions 1-Day 1-Week 1-Month

All transactions 357 27.9% 30.5% 34.6%
Technology transactions 108 32.1 34.1 45.3
Pinnacle/Avid transaction � 30.2 52.6 51.2
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Enterprise Value

No. of
Transactions 1-Day 1-Week 1-Month

All transactions 357 23.0% 26.7% 32.6%
Technology transactions 108 38.4 43.2 57.5
Pinnacle/Avid transaction � 50.0 96.7 93.5

Exchange Ratio Analysis

        Lazard performed an adjusted historical exchange ratio analysis based upon the ratio of closing prices of Pinnacle common stock minus
$1.00 divided by the closing prices of Avid common stock over the six months ended March 18, 2005. Lazard then compared the Avid common
stock exchange ratio portion of the merger consideration to these adjusted historical exchange ratios. Over the six months ended March 18, 2005,
the analysis indicated adjusted historical exchange ratios ranging from 0.0479x on March 8, 2005 to 0.0934x on November 12, 2004 compared
to the exchange ratio of 0.0869x in the merger. On March 18, 2005, the adjusted historical exchange ratio was 0.0631x.

        Lazard also calculated the implied per share value of the merger consideration based on the historical trading values of Avid common stock
over the six months ended March 18, 2005. Lazard then calculated the premium implied by dividing the implied per share value of the merger
consideration by the then-current trading value of Pinnacle common stock. Over the six months ended March 18, 2005, the analysis indicated
implied premiums and discounts to the then-current Pinnacle trading prices ranging from a 5.8% discount on November 12, 2004 to a 62.3%
premium on March 8, 2005. As of March 18, 2005, the implied per share merger consideration represented a 30.2% premium.

Sum of the Parts Valuation

        Lazard performed a sum of the parts valuation by performing the following analyses on Pinnacle's two primary reporting divisions
individually and then aggregating the results together because the two divisions have significantly different economics and peer groups. Based
on the number of shares of Pinnacle common stock outstanding as of March 18, 2005, these analyses resulted in a range of implied values per
share for Pinnacle of $5.35 to $6.92. This compares to the implied value of the Avid offer as of March 18, 2005 of $6.47 per share.

Low High

(in millions except per share amount)

Cash $ 128 $ 128
Broadcast & Professional (range suggested by analyses) 70 120
Business & Consumer (range suggested by analyses) 175 235

Equity Value 373 483

Implied Value per Share $ 5.35 $ 6.92
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        Lazard compared the projected financial performance and the resulting multiples as of March 18, 2005 of Pinnacle to the following publicly
traded companies having businesses or other characteristics that Lazard deemed reasonably comparable to the businesses conducted by
Pinnacle's two divisions:

Broadcast & Professional: Business & Consumer:

Profitable Companies: Sonic Solutions
Thomson S.A. CyberLink Corporation
Avid InterVideo, Inc.
Tandberg Television Ulead Systems, Inc.
Harmonic Inc. Logitech International S.A.
SeaChange International, Inc. palmOne, Inc.

Creative Technology Ltd.
Unprofitable Companies: D-Link Corporation
Leitch Technology Corporation Iomega Corporation
Concurrent Computer Corporation Hauppauge Digital, Inc.

        The forecasted financial information used by Lazard for Pinnacle in the course of this analysis was based on Pinnacle's management's
projections, and the forecasted financial information used by Lazard for the comparable companies in the course of this analysis was based on
research estimates and estimates published by Institutional Brokers Estimate System. The historical financial information used by Lazard in the
course of this analysis was based on publicly available historical information. Calculations were made based on the closing price per share of
each company's common stock as of March 18, 2005. Based on this information, Lazard calculated the following median multiples for the
comparable companies listed above. For Pinnacle's Broadcast & Professional division, which was not profitable throughout the forecast period
after allocation of corporate general and administrative expenses, Lazard performed this analysis on the unprofitable comparable companies
only.

Broadcast & Professional (Unprofitable Companies Only)

2004 2005E

Enterprise Value as a multiple of:
Revenues 1.11x 0.98x
EBITA N/A 8.4
P/E N/A 14.7

Business & Consumer

2004 2005E

Enterprise Value as a multiple of:
Revenues 0.96x 0.83x
EBITA 10.9 7.3
P/E 17.1 13.0

        "Enterprise Value" is the market value of a company's common equity based on a diluted number of shares outstanding plus total debt less
cash and equivalents and net present value of net operating loss tax benefits. "P/E" is equal to a company's stock price divided by its projected
net income per share. "2005E" mean projections for 2005.

        Applying the derived revenue and EBITA multiples to the appropriate revenue and EBITA data for the relevant Pinnacle division, Lazard
determined a range of implied enterprise values for
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Pinnacle's two divisions. Based on this analysis, Lazard calculated a range of implied enterprise values for Pinnacle's Broadcast & Professional
division of $74 million to $128 million based on 2005 estimated revenues, a range of implied enterprise values for Pinnacle's Business &
Consumer division of $186 million to $269 million based on 2005 estimated revenues and a range of implied enterprise values for Pinnacle's
Business & Consumer division of $114 million to $179 million based on 2005 estimated EBITA.

        Lazard reviewed selected publicly available financial information for merger and acquisition transactions in each of the broadcast &
professional industry and the business & consumer industry. The following transactions were selected as comparable for purposes of the
precedent transactions analysis because they involved acquisitions since November 2000 of companies whose principal line of business is
similar to that of Pinnacle's divisions in the same industry. The financial information used by Lazard in the course of this analysis was based on
historical information.

Broadcast & Professional

Date Announced Acquiror Target

Transaction Value
as a Multiple of
LTM Revenue

April 2004 Accel-KKR Alias Systems Corp. 0.80x
August 2003 Eastman Kodak Company LaserPacific Media

Corporation
0.96

December 2001 Thomson S.A. Grass Valley Group 0.86
January 2001 Thomson S.A. Phillips Professional

Broadcast
0.65

Business & Consumer

Date Announced Acquiror Target

Transaction Value
as a Multiple of
LTM Revenue

May 2005 InterVideo, Inc. Ulead Systems, Inc. 1.14x
December 2004 Yamaha Corporation Steinberg Audio Software

Business
1.22

August 2004 Avid Midiman, Inc. d/b/a/
M-Audio

3.46

August 2004 Sonic Solutions Roxio�Software Division 0.93
April 2004 Accel-KKR Alias Systems Group 0.87
December 2003 Vision Technologies

Kinetics, Inc.
Miltope Group, Inc. 0.80

June 2003 Pinnacle Dazzle Multimedia, Inc. 1.00
May 2003 Adobe Systems, Inc. Syntrillium Software 1.74
May 2003 Sony Pictures Digital Sonic Foundry assets 1.20
December 2002 Pinnacle Steinberg Media

Technologies AG
1.20

July 2001 Apple Computer, Inc. Emagic NA
February 2001 Logitech

International S.A.
Labtec Inc. 1.26

November 2000 Avocent Corporation Equinox Systems, Inc. 1.85
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        "Transaction Value" is equal to the sum of the purchase price of common equity on a fully diluted basis and the value of the net debt, any
minority interests and preferred stock. "LTM Revenue" is a company's revenue for the last twelve months.

        Applying the derived revenue multiples to the appropriate revenue data for the relevant Pinnacle division, Lazard determined a range of
implied enterprise values for Pinnacle's two divisions. Based on this analysis, Lazard calculated a range of implied enterprise values for
Pinnacle's Broadcast & Professional division of $66 million to $98 million and a range of implied enterprise values for Pinnacle's Business &
Consumer division of $167 million to $669 million.

        Lazard also segregated the precedent transactions comparable to Pinnacle's Business & Consumer division into consumer software and
consumer hardware transaction universes. Using the median revenue multiples for each of the consumer software and consumer hardware
transactions, Lazard derived implied enterprise values for Pinnacle's Business & Consumer division of $232 million and $244 million.

        Using projections provided by the management of Pinnacle, Lazard performed a discounted cash flow analysis valuing Pinnacle's
Business & Consumer division based on the present value of projected unlevered free cash flow for 2005 to 2007 and the present value of the
terminal value in 2007. The analysis assumed a range of terminal year exit multiples of EBITA of 9.0x to 12.0x and a range of discount rates of
13% to 15%, based on estimates relating to the weighted average cost of capital. Using this analysis, Lazard derived a range of implied
enterprise value for Pinnacle's Business & Consumer division of $143 million to $261 million.

        Lazard did not perform a discounted cash flow analysis valuing Pinnacle's Broadcast & Professional division because this division was not
profitable throughout the forecast period after allocation of corporate general and administrative expenses.

Pro Forma Merger Analysis

        Lazard reviewed selected historical financial information as well as current Wall Street research analyst ratings and projections for Avid.
Lazard analyzed the potential pro forma effect of the merger on Avid's estimated earnings per share for the third and fourth quarters of calendar
year 2005 and for calendar year 2006, using projections provided by the management of Pinnacle for Pinnacle's income before interest and taxes,
less estimated interest income at a rate of 1.5% and taxes of 28%, and Wall Street estimates for Avid, and applying the exchange ratio of
0.0869x in the merger.

        Assuming a range of annualized synergies resulting from the merger, this analysis indicated the following accretion/(dilution) to Avid's
estimated earnings per share:

Assumed Annualized After-Tax Synergies Q3 2005 Q4 2005 2006

$  0.0 million (8.4%) (4.9%) (4.4%)
    3.3 million (5.7) (2.7) (2.2)
    6.5 million (3.1) (0.4) (0.0)
    9.8 million (0.5) 1.9 2.2
  13.0 million 2.2 4.1 4.4
  16.3 million 4.8 6.4 6.6

After-tax Synergies Required for
No Accretion or Dilution (in millions) $ 2.8 $ 1.9 $ 7.1

Miscellaneous

        Lazard's opinion and financial analyses were not the only factors considered by Pinnacle's board of directors in their evaluation of the
merger and should not be viewed as determinative of the views of
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Pinnacle's board of directors or Pinnacle's management. Lazard has consented to the inclusion of and references to its opinion in this joint proxy
statement/prospectus.

        Under the terms of Lazard's engagement, as amended, Pinnacle paid $1,000,000 to Lazard when Lazard provided Pinnacle's board of
directors with its opinion with respect to the fairness of the consideration to be paid pursuant to the merger agreement, and Pinnacle will pay a
fee (against which the $1,000,000 described above will be credited) upon the closing of the merger that is based upon the trading price of Avid
common stock on the closing date of the merger. Based on Avid's trading price of $57.12 on June 7, 2005, the fee would be approximately
$3,960,000.

        Pinnacle has agreed to reimburse Lazard for travel and other out-of-pocket expenses incurred in performing its services, including the fees
and expenses of its legal counsel. In addition, Pinnacle agreed to indemnify Lazard against certain liabilities, including liabilities under the
federal securities laws relating to or arising out of Lazard's engagement.

        Lazard is an internationally recognized investment banking firm and is continually engaged in the valuation of businesses and their
securities in connection with mergers and acquisitions, negotiated underwritings, secondary distributions of listed and unlisted securities, private
placements, leveraged buyouts, and valuations for real estate, corporate and other purposes. Lazard was selected to act as investment banker to
Pinnacle because of its expertise and its reputation in investment banking and mergers and acquisitions and its independence with respect to the
merger and the transactions contemplated by the merger agreement.

Interests of Certain Persons in the Merger

        In considering the recommendation of Pinnacle's board of directors regarding the merger agreement, Pinnacle shareholders should be aware
that some of Pinnacle's directors and executive officers may have interests in the merger that are different from, or in addition to, their interests
as Pinnacle shareholders. These interests may create an appearance of a conflict of interest. Pinnacle's board of directors was aware of these
potential conflicts of interest during its deliberations on the merits of the merger and in making its decision to recommend to the Pinnacle
shareholders that they vote to approve the terms of the merger.

Change-in-Control Severance Agreements and Employment Agreements

        Patti S. Hart Offer Letter and Employment Agreement.    Pursuant to the offer letter and employment agreement, dated March 1, 2004,
between Pinnacle and Patti S. Hart, if Ms. Hart's employment is terminated without "cause" (as defined below) or by voluntary resignation for
"good reason" (as defined below) either prior to the merger or more than 12 months after the merger, she will continue to receive her
then-current rate of compensation for a period of 15 months following termination and will receive 125% of her target performance bonus for
the year of termination. Based upon her current compensation and bonus target levels, if terminated under this scenario, Ms. Hart would be
entitled to receive approximately $1,062,500 under these conditions. Alternatively, if Ms. Hart's employment is terminated without cause or by
voluntary resignation for good reason within 12 months after the merger, she will receive a lump sum payment equal to the sum of 24 months of
compensation at the rate of compensation in effect immediately prior to such termination and 200% of her target performance bonus for the year
of termination. Based upon her current compensation and bonus target levels, if terminated under this scenario, Ms. Hart would be entitled to
receive approximately $1,700,000 under these conditions.

        Additionally, pursuant to a stock unit agreement between Pinnacle and Ms. Hart, dated February 18, 2005, the vesting of all 250,000 stock
units issued to and held by Ms. Hart under that agreement will be accelerated in full upon the merger so that the stock units would be
immediately payable and vested in their entirety upon termination of Ms. Hart's employment by Pinnacle without
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"cause" (as defined below) or if Ms. Hart resigns for "good reason" (as defined below) within 12 months of the merger. Based on the closing
price of Pinnacle common stock as reported on the Nasdaq National Market on June 7, 2005, Ms. Hart's stock units will be worth $1,422,500.

        "Cause" is defined as:

�
continued failure by Ms. Hart to substantially perform her principal duties and responsibilities, other than as a result of
disability or death, after 30 days written notice from Pinnacle specifying the nature of her failure and demanding that such
failure be remedied;

�
her material and continuing breach, which breach has a material adverse effect on Pinnacle's business, of her obligations to
Pinnacle after 30 days written notice specifying the nature of her breach and demanding that such breach be remedied;

�
her conviction of, or plea of guilty or nolo contendere to, a felony or crime involving moral turpitude; or

�
an act or acts of dishonesty undertaken by her and intended to result in substantial gain or personal enrichment at the
expense of Pinnacle.

        "Good Reason" means, without Ms. Hart's written consent:

�
a reduction in her salary or target bonus or a material reduction in her benefits;

�
a material diminution of her duties, authority or responsibilities as in effect immediately prior to such diminution;

�
her relocation to a location more than 50 miles from her current California office location; or

�
failure of a successor to assume and perform the obligations under the offer letter and employment agreement;

provided, however, that in the event Ms. Hart believes that she has grounds to claim good reason for a voluntary termination, then she agrees to
provide written notice specifying the purported grounds for her belief and Pinnacle shall have 30 days after receipt of such written notice to cure
such purported grounds.

        If Ms. Hart's employment with Pinnacle terminates voluntarily by her or for cause by Pinnacle, then she will be eligible only for severance
benefits in accordance with Pinnacle's established policies as then in effect.

        The above compensation arrangements payable to Ms. Hart may be treated as "excess parachute payments" under Section 280G of the
Internal Revenue Code and be subject to an excise tax as a result of the merger. Ms. Hart's offer letter provides that upon an excise tax imposed,
Pinnacle will pay Ms. Hart, within 30 days of the date she is subject to the excise tax, a gross up payment so that the net amount she receives
from the compensation under the offer letter and gross up payment after deduction of any federal, state and local income, employment tax and
excise tax on the gross up payment will be equal to the compensation arrangements noted in the offer letter and stock unit agreement. The gross
up payment shall not exceed $2,500,000.

        Ajay Chopra Change of Control Severance Agreement.    In January 2003, Pinnacle entered into an amended and restated change of control
severance agreement with Ajay Chopra. This agreement was amended in September 2004 and provides that if Mr. Chopra's employment is
involuntarily terminated or terminated by Pinnacle other than for cause, in each case as defined in the agreement or if he is involuntarily
terminated within three months prior to or within 12 months after the merger, he will receive, within 30 days of such termination, a lump sum
payment equal to the sum of 12 months of compensation at the rate of compensation in effect immediately prior to such termination and 100% of
his target performance bonus for the fiscal year of termination. For 12 months after such termination,
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Pinnacle, at its cost, will also continue to make available to Mr. Chopra and his dependents any health, life or other similar insurance coverage
that he participated in on the date of his termination; provided, however, that he constitutes a "qualified beneficiary" as defined in
Section 4980B(g)(1) of the Internal Revenue Code and he elects continuation coverage pursuant to COBRA within the required time periods.
Based upon his current compensation and bonus target levels, if terminated under any of the above scenarios, Mr. Chopra would be entitled to
receive approximately $440,000 plus the cost of health or life insurance coverage for Mr. Chopra and his dependents for 12 months after the
termination.

        David Barnby Change of Control Severance Agreement.    In December 2004, Pinnacle entered into a change of control severance
agreement with David Barnby. This is agreement provides that if Mr. Barnby's employment is involuntarily terminated, as defined in the
agreement, within three months prior to or within 12 months after the merger, he will receive, within 30 days of the involuntary termination, a
lump sum payment equal to the sum of 18 months of compensation at the rate of compensation in effect immediately prior to such termination.
If Mr. Barnby's employment terminates due to his death or disability following his involuntary termination within three months prior to or within
12 months after the merger, his personal or legal representatives, executors, administrators, successor, heirs, distributes, devisees and legatees
shall be entitled to receive a lump sum payment equal to the sum of 18 months of compensation at the rate of compensation in effect
immediately prior to such termination. Based upon his current compensation and bonus target levels, if terminated under the above scenario,
Mr. Barnby would be entitled to receive approximately $439,850.

        Other Officers' Change of Control Severance Agreements.    Pinnacle has also entered into change of control severance agreements with
Leslie Adams, Warren Allgyer, Jay Anderson, Marina Bogard, Mary Dotz and Scott Martin. These agreements provide that if the employment
of any of these individuals is terminated by Pinnacle other than for cause, as defined in their respective agreements, or if the employment of any
of these individuals is involuntarily terminated within three months prior to or within 12 months after the merger, such individual will receive a
lump sum payment equal to the sum of six months of compensation at the rate of such individual's compensation in effect immediately prior to
such termination and 50% of his or her target performance bonus for the fiscal year of termination. For six months after such termination,
Pinnacle will also continue to make available to these individuals and their respective dependents any health, life or other similar insurance
coverage that they participated in on the date of their termination; provided, however, that they each constitute a "qualified beneficiary" as
defined in Section 4980B(g)(1) of the Internal Revenue Code and they elect continuation coverage pursuant to COBRA within the required time
periods. Based upon their current compensation and bonus target levels, if terminated under any of the above scenarios, each of these Pinnacle
executive officers would be entitled to receive between approximately $153,000 and $196,000.

Potential Consulting Agreements

        To assist Avid with the integration of the Pinnacle business after the closing of the merger, Avid may enter into short-term consulting
agreements with one or more of the executive officers of Pinnacle.
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Accelerated Vesting of Options to Purchase Pinnacle Common Stock

        Under the terms of the merger agreement, vesting on all unvested outstanding options to purchase Pinnacle common stock accelerates in
full at the closing such that all outstanding options become fully vested and exercisable.

        As of June 1, 2005, Pinnacle's current executive officers and members of Pinnacle's board of directors held the following options:

Executive Officers

Total
Options

Held

Vested &
Exercisable

Options
Unvested
Options

Weighted Average
Exercise Price of all

Outstanding Options

Patti S. Hart 775,000 242,187 532,813 $ 7.56
Ajay Chopra 731,000 513,416 217,584 $ 7.74
Leslie Adams 65,000 16,250 48,750 $ 7.21
Warren Allgyer 104,000 35,270 68,730 $ 8.84
Jay Anderson 221,959 146,229 75,730 $ 9.28
David Barnby 200,000 0 200,000 $ 5.74
Marina Bogard 235,000 58,750 176,250 $ 7.00
Mary Dotz 200,000 0 200,000 $ 4.78
Scott E. Martin 230,000 57,500 172,500 $ 7.30

Outside Directors

L. Gregory Ballard 91,000 76,000 15,000 $ 8.28
Terri A. Dial 40,000 0 40,000 $ 4.92
Robert J. Finocchio, Jr. 60,000 15,000 45,000 $ 6.67
L. William Krause 130,000 115,000 15,000 $ 8.76
John C. Lewis 125,000 110,000 15,000 $ 7.35
Harry Motro 80,000 35,000 45,000 $ 6.89

Pinnacle Employee Retention Plan

        Pinnacle's board of directors has approved an employee retention plan under which certain employees and consultants at Pinnacle will
receive a one-time cash bonus payment in most cases equal to 25% of their base salary if the employee is employed by Pinnacle on the earlier of
the closing of the merger and the termination of the merger agreement. In some cases the retention bonus is lower and in other cases higher than
25% of the individual's base salary. The cash bonus is due 30 days after the event triggering the payment of the one-time cash bonus. Pinnacle's
board of directors has allocated approximately $2.0 million under the employee retention plan.

        Pursuant to the employee retention plan, Scott E. Martin entered into a retention bonus agreement with Pinnacle. Under the terms of the
retention agreement, Mr. Martin will receive a one-time cash bonus payment of $100,000 within 30 days of the earliest to occur of:

�
the event triggering the payment of the one-time cash bonus;

�
termination of Mr. Martin's employment "without cause," as defined in the change of control severance agreement between
Mr. Martin and Pinnacle; or

�
Mr. Martin's voluntary resignation from Pinnacle for "good reason," as defined in the change of control severance agreement
between Mr. Martin and Pinnacle.

Indemnification; Directors' and Officers' Insurance

        Under the terms of the merger agreement, Avid has agreed that it will, and will cause the company surviving the merger to, honor all of the
indemnification obligations of Pinnacle to its directors and officers that exist on the date of the merger agreement to the fullest extent authorized
or permitted by law.
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        In addition, Avid has agreed in the merger agreement that it will, and will cause the company surviving the merger to, indemnify each
person who served as a director or officer of Pinnacle or its subsidiaries prior to the completion of the merger to the fullest extent authorized or
permitted by law, in connection with claims related to facts or events that occurred on or before the completion of the merger. Furthermore, Avid
has agreed that it will, and will cause the company surviving the merger to, advance expenses incurred by any person who served as a director or
officer of Pinnacle prior to the completion of the merger in defending, serving as a witness or otherwise participating in any claim related to
facts or events that occurred on or before the completion of the merger, including any expenses incurred by such person in enforcing their rights
with respect to indemnification or advancement. As used in the merger agreement, the term "claim" means any threatened, asserted, pending or
completed action, suit or proceeding, or any inquiry or investigation, which, in the good faith belief of a person who served as a director or
officer of Pinnacle prior to the completion of the merger, might lead to an action, suit or proceeding, resulting from such person's service as a
director, officer, trustee, employee, agent or fiduciary of Pinnacle. As used in the merger agreement, "expenses" means attorneys' fees and all
other costs, expenses and obligations incurred in connection with investigating, defending, being a witness or otherwise participating in a claim.

        For six years after the completion of the merger, the articles of incorporation and bylaws of the company surviving the merger will contain
provisions regarding elimination of liability of directors, indemnification of directors, officers and employees, and advancement of expenses that
are no less advantageous to the directors, officers and employees who were indemnified by Pinnacle immediately prior to completion of the
merger as the exculpation, indemnification and advancement provisions that were contained in the articles of incorporation and bylaws of
Pinnacle in effect at the time the merger agreement was executed. The certificate of incorporation or articles of incorporation, as applicable, and
bylaws of each of Avid and Pinnacle generally eliminate personal liability of the directors and officers of the respective companies and provide
indemnification to such directors and officers, in each case to the fullest extent permitted by applicable law.

        The merger agreement also provides that Avid will maintain, for a period of six years after completion of the merger, the directors' and
officers' fiduciary liability insurance policies maintained by Pinnacle, or policies of at least the same coverage and amounts containing terms and
conditions that are no less advantageous to the insured, with respect to claims arising from facts or events that occurred on or before the
completion of the merger, although Avid will not be required to make annual premium payments in excess of 150% of the annual premiums
currently paid by Pinnacle and its subsidiaries for directors' and officers' liability insurance.

The interests described above may influence Pinnacle's directors and executive officers in making their recommendation that
Pinnacle shareholders approve the terms of the merger. Pinnacle shareholders should be aware of these interests when they consider the
recommendation by Pinnacle's board of directors that they vote in favor of the approval of the terms of the merger.

Board of Directors and Management of Avid Following the Merger

        Following the merger, the directors and officers of Avid will be the directors and officers of the combined company.

Ownership of Avid Following the Merger

        Based on the closing price of Avid common stock and the number of shares of Pinnacle common stock outstanding on March 18, 2005 and
assuming that no options to purchase shares of Pinnacle common stock are exercised prior to the effective time of the merger:

�
Avid stockholders will own approximately 85% of the combined company; and

�
Pinnacle's former shareholders and option holders will own approximately 15% of the combined company.
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Material United States Federal Income Tax Consequences of the Merger

        The following summary discusses the material United States federal income tax consequences of the merger to Pinnacle shareholders. The
following discussion is based on existing provisions of the Internal Revenue Code, existing Treasury Regulations, and current administrative
rulings and court decisions, all of which are subject to change and to differing interpretations, possibly with retroactive effect. This discussion
assumes that Pinnacle shareholders hold their shares of Pinnacle common stock as capital assets within the meaning of Section 1221 of the
Internal Revenue Code (generally, property held as an investment).

        We do not discuss all United States federal income tax considerations that may be relevant to a particular shareholder in light of such
shareholder's particular circumstances, or to shareholders subject to special treatment under the federal income tax laws, including:

�
dealers in securities or foreign currencies;

�
shareholders who are subject to the alternative minimum tax provisions of the Internal Revenue Code;

�
tax-exempt organizations;

�
qualified or nonqualified retirement plans;

�
non-United States persons or entities;

�
financial institutions or insurance companies;

�
shareholders who acquired Pinnacle common stock in connection with stock option or stock purchase plans or in other
compensatory transactions; or

�
shareholders who hold Pinnacle common stock as part of an integrated investment, including a "straddle," comprised of
shares of Pinnacle common stock and one or more other positions.

        In addition, we do not discuss the tax consequences of the merger under foreign, state or local tax law.

Accordingly, we urge each Pinnacle shareholder to consult his, her or its own tax advisor as to the specific tax consequences to such
Pinnacle shareholder of the merger, including any applicable federal, state, local and foreign tax consequences.

        The completion of the merger is conditioned upon the delivery of an opinion by each of Wilmer Cutler Pickering Hale and Dorr LLP,
counsel to Avid, and DLA Piper Rudnick Gray Cary US LLP, counsel to Pinnacle, that the merger will constitute a reorganization for United
States federal income tax purposes within the meaning of Section 368(a) of the Internal Revenue Code, provided that the control test described
in the following paragraph is satisfied. This condition shall be of no force or effect if neither Wilmer Cutler Pickering Hale and Dorr LLP nor
DLA Piper Rudnick Gray Cary US LLP is able to render an opinion that the control test is satisfied.

        For purposes of the merger agreement, the control test will be satisfied if the aggregate amount of cash to be received by Pinnacle
shareholders pursuant to the merger does not exceed 20% of the sum of the aggregate amount of cash and the aggregate fair market value of the
shares of Avid common stock received by Pinnacle shareholders pursuant to the merger. For purposes of the control test, the fair market value of
a share of Avid common stock at the effective time will equal the last reported sales price of Avid common stock at 4:00 p.m., eastern time, end
of regular trading hours on The Nasdaq National Market on the effective date and cash includes cash paid to Pinnacle shareholders perfecting
dissenters' rights and cash in lieu of fractional shares.
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        Neither Avid nor Pinnacle will request a ruling from the Internal Revenue Service regarding the tax consequences of the merger. The tax
opinions, if delivered, will not bind the Internal Revenue Service and do not prevent the Internal Revenue Service from successfully asserting a
contrary position. In addition, if any of the representations or assumptions upon which the opinions are based is inconsistent with the actual
facts, such opinions by their terms will no longer apply, and the tax consequences of the merger could be adversely affected.

        The parties intend that the merger qualify as a reorganization within the meaning of Section 368(a) of the Internal Revenue Code. However,
the control test will not be satisfied, and the merger will not qualify as a reorganization, if the fair market value of Avid common stock at the
effective time is below approximately $47 per share, assuming that the number of outstanding shares of Pinnacle common stock at the effective
time of the merger is the same as the number of outstanding shares of Pinnacle common stock on June 7, 2005 and that no Pinnacle shareholders
exercise dissenters' rights. If Pinnacle shareholders exercise dissenters' rights, even if the fair market value of Avid common stock is above
approximately $47 per share, the merger may not qualify as a reorganization.

        Provided that the merger qualifies as a reorganization within the meaning of Section 368, the following material U.S. federal income tax
consequences will result from such qualification:

�
A Pinnacle shareholder will recognize gain, but not loss, equal to of the lesser of (a) the excess of the sum of the cash and
the fair market value, as of the effective time of the merger, of the shares of Avid common stock received over the Pinnacle
shareholder's adjusted tax basis in the shares of Pinnacle common stock surrendered in exchange therefor and (b) the amount
of cash received by the Pinnacle shareholder (excluding cash received in lieu of a fractional share of Avid common stock).
Gain or loss must be calculated separately for each identifiable block of shares surrendered in the exchange, and a loss
realized on one block of shares may not be used to offset a gain realized on another block of shares. For this purpose, a
"block" consists of shares acquired at the same cost in a single transaction.

Solely for purposes of determining the character of the gain, if any, recognized by a Pinnacle shareholder in the merger, cash
received by a Pinnacle shareholder (excluding cash received in lieu of a fractional share of Avid common stock) in exchange
for Pinnacle common stock will be treated as if Avid issued Avid common stock in the merger with a value equal to such
cash and then redeemed such shares, subject to the provisions of Section 302 of the Internal Revenue Code. If the deemed
redemption of shares has the effect of the distribution of a dividend (applying Section 302 and the constructive ownership
rules of Section 318(a) of the Internal Revenue Code), then the gain shall be taxable as ordinary income to the extent of the
Pinnacle shareholder's ratable share of undistributed accumulated earnings and profits of Pinnacle. The remainder, if any, of
the gain will be capital gain. Under current law, dividends received by noncorporate Pinnacle shareholders may be subject to
United States federal income tax at lower rates than other types of ordinary income if certain holding period requirements
and other conditions are met. If the deemed redemption does not have the effect of the distribution of a dividend (applying
Sections 302 and 318(a)), but rather is a redemption treated as an exchange, such gain will be capital gain. This capital gain
will be long-term capital gain if the shares of Pinnacle common stock exchanged in the merger were held for more than one
year at the effective time of the merger and will be short-term capital gain if the shares were held for a shorter period.

�
Cash received by a Pinnacle shareholder in lieu of a fractional share of Avid common stock will be treated as received as a
distribution in redemption of such fractional share, subject to the provisions of Section 302, as if such fractional share had
been issued pursuant to the merger and then redeemed by Avid. A Pinnacle shareholder should recognize capital gain or loss
with
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respect to cash received in lieu of a fractional share equal to the difference, if any, between the amount of cash received and
the tax basis allocable to such fractional share.

�
The aggregate tax basis of the shares of Avid common stock received by a Pinnacle shareholder in the merger, including any
fractional share of Avid common stock not actually received, will be equal to the aggregate tax basis of the shares of
Pinnacle common stock surrendered in exchange therefor, reduced by the amount of cash received in exchange for such
shares of Pinnacle common stock (other than cash received in lieu of a fractional share of Avid common stock) and
increased by the amount of gain recognized by the Pinnacle shareholder (other than gain attributable to cash received in lieu
of a fractional share).

�
The holding period of the shares of Avid common stock received by a Pinnacle shareholder in the merger will include the
holding period of the shares of Pinnacle common stock surrendered in exchange therefor in the merger.

�
Avid, the wholly-owned Avid subsidiary and Pinnacle will not recognize gain or loss solely as a result of the merger.

        If the merger does not qualify as a reorganization within the meaning of Section 368(a) of the Internal Revenue Code, a Pinnacle
shareholder will recognize capital gain or loss with respect to the shareholder's shares of Pinnacle common stock exchanged in the merger equal
to the difference between (a) the sum of the cash and the fair market value, as of the effective time of the merger, of the shares of Avid common
stock received by the shareholder in the exchange and (b) such shareholder's tax basis in the shares of Pinnacle common stock. In such event, the
shareholder's aggregate tax basis in the shares of Avid common stock so received would equal their fair market value as of the effective time of
the merger, and the Pinnacle shareholder's holding period for such shares would begin the day after the merger.

        The above discussion does not apply to Pinnacle shareholders who properly perfect dissenters' rights. A Pinnacle shareholder who perfects
dissenters' rights with respect to such shareholder's shares of Pinnacle common stock will recognize capital gain or loss equal to the difference
between such shareholder's tax basis in such shares and the amount of cash received in exchange for such shares. For information relating to
dissenters' rights, please see "The Merger�Dissenters' Rights and Appraisal Rights" beginning on page 89.

        Each holder of options to purchase shares of Pinnacle common stock will have compensation income equal to the sum of the cash and the
fair market value, as of the effective time of the merger, of the shares of Avid common stock payable to the option holder in exchange for his or
her options. Avid may withhold any taxes required by law to be withheld from any amounts payable to a holder of an option to purchase
Pinnacle common stock pursuant to the merger.

        Certain noncorporate shareholders of shares of Pinnacle common stock may be subject to backup withholding, at a current rate of 28%, on
cash received pursuant to the merger. Backup withholding will not apply, however, to a Pinnacle shareholder who (1) furnishes a correct
taxpayer identification number and certifies that the Pinnacle shareholder is not subject to backup withholding on Internal Revenue Service
Form W-9 or a substantially similar form, (2) provides a certification of foreign status on an appropriate Form W-8 or successor form or (3) is
otherwise exempt from backup withholding. If a Pinnacle shareholder does not provide a correct taxpayer identification number on Internal
Revenue Service Form W-9 or a substantially similar form, the Pinnacle shareholder may be subject to penalties imposed by the Internal
Revenue Service. Amounts withheld, if any, are generally not an additional tax and may be refunded or credited against the Pinnacle
shareholder's federal income tax liability, provided that the Pinnacle shareholder furnishes the required information to the Internal Revenue
Service.
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Accounting Treatment of the Merger

        Avid will account for the merger as a purchase of a business, which means that the assets and liabilities of Pinnacle, including intangible
assets, will be recorded at their fair value and the results of operations of Pinnacle will be included in Avid's results from the effective date of the
merger.

Regulatory Approvals in Connection with the Merger

        The obligations of both Avid and Pinnacle to effect the merger are subject to the waiting period applicable to the consummation of the
merger under the Hart-Scott-Rodino Act having expired or been terminated, and all other necessary approvals under applicable antitrust laws
being obtained, except with respect to jurisdictions in which neither Avid nor Pinnacle derives significant sales.

        On April 15, 2005, Avid and Pinnacle each filed a pre-merger notification and report form with the Federal Trade Commission and the
Antitrust Division of the Department of Justice pursuant to the Hart-Scott-Rodino Act. On May 12, 2005, Avid and Pinnacle each submitted
additional documents in connection with the filing.

        On May 12, 2005, Avid filed a Form RS with the European Commission to commence the process of seeking antitrust approval from the
European Commission in lieu of individual antitrust approvals from the authorities in European Economic Area member states under their
respective national laws. On June 9, 2005, the European Commission informed Avid that the deadline for any member state to veto the Form RS
filing had passed, and Avid is now in the process of preparing and filing a Form CO with the European Commission to continue the process of
seeking antitrust approval for the merger.

Nasdaq Listing of Shares Issued in the Merger

        All shares of Avid common stock to be issued in the merger shall be listed on the Nasdaq National Market as of the effective time of the
merger.

Restrictions on Sales of Shares of Avid Common Stock Received in the Merger

        The shares of Avid common stock to be issued in connection with the merger will be registered under the Securities Act and will be freely
transferable, except for shares issued to any person who is deemed to be an "affiliate" of Pinnacle prior to the merger. Persons who may be
deemed to be affiliates of Pinnacle prior to the merger include individuals or entities that control, are controlled by or are under common control
of Pinnacle, and may include officers and directors, as well as principal shareholders of Pinnacle prior to the merger. Affiliates of Pinnacle will
be notified separately of their affiliate status.

        Persons who may be deemed to be affiliates of Pinnacle prior to the merger may not sell any of the shares of Avid common stock received
by them in connection with the merger except pursuant to:

�
an effective registration statement under the Securities Act covering the resale of those shares;

�
an exemption under paragraph (d) of Rule 145 under the Securities Act; or

�
any other applicable exemption under the Securities Act.

        Avid's registration statement on Form S-4, of which this joint proxy statement/prospectus is a part, does not cover the resale of shares of
Avid common stock to be received in connection with the merger by persons who may be deemed to be affiliates of Pinnacle prior to the merger.
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Dissenters' Rights and Appraisal Rights

Avid Stockholders

        Avid stockholders are not entitled to exercise dissenters' rights or appraisal rights or to demand payment for their shares of Avid common
stock under applicable law as a result of the merger.

Pinnacle Shareholders

        The following summarizes Chapter 13 of the California General Corporation Law, which sets forth the procedures for Pinnacle
shareholders to dissent from the merger and to demand statutory dissenters' rights under the California General Corporation Law. This summary
does not purport to be a complete statement of the provisions of California law relating to the rights of dissenting Pinnacle shareholders and is
qualified in its entirety by reference to Sections 1300 through 1313 of the California General Corporation Law, the full text of which is attached
as Annex F to this joint proxy statement/prospectus. Failure to follow the following procedures exactly could result in the loss of dissenters'
rights.

        If Pinnacle shareholders approve the terms of the merger by a majority of the outstanding shares entitled to vote thereon and the merger
agreement is not abandoned or terminated, Pinnacle shareholders who vote against the terms of the merger may, by complying with Sections
1300 through 1313 of the California General Corporation Law, be entitled to dissenters' rights as described therein. To exercise dissenters' rights,
a Pinnacle shareholder must comply with all of the procedures required by California law. The record holders of Pinnacle common stock who do
exercise their dissenters' rights with respect to the approval of the terms of the merger are referred to herein as "Dissenting Shareholders," and
the shares of stock with respect to which they exercise dissenters' rights are referred to herein as "Dissenting Shares." If a Pinnacle shareholder
has a beneficial interest in Pinnacle common stock that is held of record in the name of another person, such as a trustee or nominee, and such
shareholder desires to perfect any dissenters' rights he, she or it may have, such beneficial shareholder must act promptly to cause the holder of
record to follow the steps summarized below timely and properly.

Dissenters' rights cannot be validly exercised by persons other than Pinnacle shareholders of record, regardless of the beneficial
ownership of the shares.

Any Pinnacle shareholder who holds his, her or its shares in a brokerage account or other nominee form and who wishes to exercise
dissenters' rights is urged to consult with his, her or its broker to determine appropriate procedures for exercising dissenters' rights by
such nominee.

Any Pinnacle shareholder who wishes to exercise dissenters' rights or who wishes to preserve his, her or its right to do so should
review this section and Annex F (sections 1300 through 1313 of the California General Corporation Law) carefully and should consult
his, her or its legal advisor, since failure to timely comply with the procedures set forth therein will result in the loss of such rights.

Dissenters' Rights Under California Law

        In order for any Pinnacle shareholder who holds freely transferable shares (i.e., shares with respect to which there exists no restrictions on
transfer imposed by Pinnacle or by any law or regulation) to receive dissenters' rights, at least 5% of the outstanding shares of Pinnacle common
stock must satisfy each of the following requirements to qualify as Dissenting Shares under the California General Corporation Law:

�
the Pinnacle common stock must have been outstanding on June 7, 2005, the record date;

�
the Pinnacle common stock must have been voted against the merger; and
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�
no later than the date of Pinnacle's special meeting, the holder of such Pinnacle common stock must make a written demand
that Pinnacle repurchase the Pinnacle common stock at fair market value (as described below).

        The above requirements having been met, the holder of such Pinnacle common stock must submit certificates for endorsement upon notice
of approval of the merger agreement (as described below).

        In order for any Pinnacle shareholder who holds shares with respect to which there exists any restriction on transfer imposed by Pinnacle or
by any law or regulation, such shareholder must meet the bullet point requirements listed above to receive dissenters' rights with respect to such
transfer-restricted shares, but no minimum number of outstanding shares are required to perfect dissenters' rights.

Demand for Repurchase of Shares

        Pursuant to Sections 1300 through 1313 of the California General Corporation Law, holders of Dissenting Shares may require Pinnacle to
repurchase their Dissenting Shares at a price equal to the fair market value of such shares determined as of the day before the first announcement
of the terms of the merger, excluding any appreciation or depreciation as a consequence of the proposed merger, but adjusted for any stock split,
reverse stock split or stock dividend that becomes effective thereafter.

        A vote against the merger does not in and of itself constitute a demand for appraisal under the California General Corporation Law.

        No later than the date of Pinnacle's special meeting, a Dissenting Shareholder must demand that Pinnacle repurchase such shareholder's
Dissenting Shares in a statement setting forth the number and class of Dissenting Shares held of record by such Dissenting Shareholder that the
Dissenting Shareholder demands that Pinnacle repurchase such Dissenting Shares and a statement of what the Dissenting Shareholder claims to
be the fair market value of the Dissenting Shares as of the day before the announcement of the proposed merger. The statement of fair market
value in such demand by the Dissenting Shareholder constitutes an offer by the Dissenting Shareholder to sell the Dissenting Shares at such
price. A Pinnacle shareholder who elects to exercise dissenters' rights pursuant to Chapter 13 should mail or deliver the written demand to:

Pinnacle Systems, Inc.
280 N. Bernardo Avenue
Mountain View, California 94043
Attention: Scott E. Martin, Corporate Secretary

        If the shares are owned of record by a person in a fiduciary capacity, such as a trustee, guardian or custodian, the demand should be
executed in that capacity. If the shares are owned of record by more than one person, as in a joint tenancy or tenancy in common, the demand
should be executed by or on behalf of all owners. An authorized agent, including an agent for two or more joint owners, may execute a demand
that Pinnacle repurchase such shares on behalf of a Pinnacle shareholder; however, the agent must identify the record owner or owners and
expressly disclose the fact that, in executing the demand, the agent is acting as an agent for such owner or owners. A record holder, such as a
broker who holds shares as nominee for several beneficial owners, may exercise dissenters' rights with respect to the shares held for one or more
beneficial owners while not exercising these rights with respect to the shares held for one or more other beneficial owners. In this case, the
written demand should set forth the number of shares as to which appraisal is sought, and, where no number of shares is expressly mentioned,
the demand will be presumed to cover all shares held in the name of the record owner.
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Submission of Certificates for Endorsement

        Next, the Dissenting Shareholder must affirmatively vote his, her or its shares against the approval of the terms of the merger at Pinnacle's
special meeting. If a Dissenting Shareholder fails to vote at all, abstains from voting on the proposal regarding the terms of the merger or votes
"FOR" that proposal at Pinnacle's special meeting, he, she or it will lose the right to payments as a Dissenting Shareholder and such shareholder
will be paid the merger consideration described in the merger agreement.

        After Pinnacle's special meeting, if Pinnacle shareholders have approved the terms of the merger and, in the case of freely transferable
shares, at least 5% of the Pinnacle shareholders have properly delivered demands for payment to Pinnacle and voted against the approval of the
terms of the merger, Pinnacle is required, within ten days, to mail to each appropriately Dissenting Shareholder notice of approval of the terms
of the merger, a statement of the price determined by Pinnacle to represent the fair market value of Dissenting Shares (which will constitute an
offer by Pinnacle to purchase such Dissenting Shares at such stated price), and a description of the procedures such holders should follow in
order to exercise their rights as Dissenting Shareholders.

        Within 30 days after the notice of approval of the terms of the merger is mailed to shareholders, the shareholder must also submit to
Pinnacle, for endorsement as Dissenting Shares, the stock certificates representing the Pinnacle shares as to which the Dissenting Shareholder is
exercising dissenters' rights.

Payment for Dissenting Shares

        If upon the Dissenting Shareholder's surrender of the certificates representing the Dissenting Shares, Pinnacle and a Dissenting Shareholder
agree upon the price to be paid for the Dissenting Shares and agree that such shares are Dissenting Shares, then the agreed price is required by
law to be paid to the Dissenting Shareholder with interest thereon at the legal rate on judgments from the date of the agreement within the later
of 30 days after the date of such agreement or 30 days after any statutory or contractual conditions to the consummation of the merger are
satisfied or waived.

        If Pinnacle denies that shares are Dissenting Shares or the Pinnacle shareholder fails to agree with Pinnacle as to the fair market value of the
shares, then, within the time period provided by Section 1304(a) of the California General Corporation Law, any Pinnacle shareholder who has
made a valid written demand and has not voted in favor of approval of the terms and conditions of the merger may file a complaint in the
superior court in the proper California county requesting a determination as to whether the shares are Dissenting Shares or as to the fair market
value of the holder's shares, or both, or may intervene in any pending action brought by any other Pinnacle shareholder.

        On the trial of the action, the court determines the issues. If the status of the shares as Dissenting Shares is in issue, the court first resolves
that issue. If the fair market value of the Dissenting Shares is in issue, the court determines, or appoints one or more impartial appraisers to
determine, the fair market value of the shares.

        If the court appoints an appraiser or appraisers, they proceed to determine the fair market value per share. Within the time fixed by the
court, the appraisers, or a majority of the appraisers, make and file a report in the office of the clerk of the court. Thereafter, on the motion of
any party, the report is submitted to the court and considered on such evidence as the court considers relevant. If the court finds the report
reasonable, the court may confirm it.

        If the single appraiser or a majority of the appraisers fails to make and file a report within 10 days after the date of their appointment or
within such further time as the court allows, or if the court does not confirm the report, the court determines the fair market value of the
Dissenting Shares. Subject to Section 1306 of the California General Corporation Law, judgment is rendered against the corporation for payment
of an amount equal to the fair market value of each Dissenting Share multiplied by the
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number of Dissenting Shares that any dissenting shareholder who is a party, or who has intervened, is entitled to require the corporation to
purchase, with interest at the legal rate from the date on which the judgment is entered.

        The costs of the action, including reasonable compensation to the appraisers to be fixed by the court, is assessed or apportioned as the court
considers equitable. However, if the price determined by the court is more than 125% of the price offered by the corporation, the corporation
pays the costs (including, in the discretion of the court, attorneys' fees, fees of expert witnesses and interest at the legal rate on judgments from
the date the shareholder made the demand and submitted shares for endorsement).

        Except as expressly limited by Chapter 13 of the California General Corporation Law, holders of Dissenting Shares continue to have all the
rights and privileges incident to their shares until the fair market value of their shares is agreed upon or determined.

        For federal income tax purposes, Pinnacle shareholders who receive cash for their shares of Pinnacle common stock after exercising
dissenters' rights will recognize taxable gain or loss.

        If a Pinnacle shareholder fails to perfect his, her or its dissenting rights or effectively withdraws or loses such rights, such holder's Pinnacle
common stock will thereupon be deemed to have been canceled and converted as set forth in the merger agreement.

Failure to follow the steps required by Chapter 13 of the California General Corporation Law for perfecting dissenters' rights may
result in the loss of dissenters' rights, in which event you will be entitled to receive the consideration with respect to your Dissenting
Shares in accordance with the merger agreement. In view of the complexity of the provisions of Chapter 13 of the California General
Corporation Law, if you are a Pinnacle shareholder and are considering exercising your dissenters' rights under the California General
Corporation Law, you should consult your own legal advisor.

Delisting and Deregistration of Pinnacle Common Stock Following the Merger

        When the merger is complete, Pinnacle common stock will be delisted from the Nasdaq National Market and will be deregistered under the
Securities Exchange Act of 1934.
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THE MERGER AGREEMENT

The following is a brief summary of the material provisions of the merger agreement, a copy of which is included as Annex A to this joint
proxy statement/prospectus and is incorporated by reference into this summary. While we believe that this summary covers the material terms of
the merger agreement, this summary may not contain all of the information that is important to Avid stockholders and Pinnacle shareholders.
Avid and Pinnacle encourage all Avid stockholders and Pinnacle shareholders to read the merger agreement in its entirety for a more complete
description of the terms and conditions of the merger and related matters.

General

        Following the approval of the terms of the merger by Pinnacle shareholders, the approval by Avid stockholders of the amendment to
increase the number of authorized shares of Avid common stock from 50,000,000 to 100,000,000 and the satisfaction or waiver of the other
conditions to the merger, a wholly-owned subsidiary of Avid named Highest Mountain Corporation will be merged into Pinnacle. Pinnacle will
be the surviving entity of the merger and will then be a wholly-owned subsidiary of Avid. If all conditions to the merger are satisfied or waived,
the merger will become effective at the time of the filing of an agreement of merger, included as Annex B to this joint proxy
statement/prospectus, with supporting Officers' Certificates with the Secretary of State of the State of California.

        The merger agreement has been included as Annex A to this joint proxy statement/prospectus to provide you with information regarding its
terms. It is not intended to provide you with any other factual information about Avid or Pinnacle. Such information can be found elsewhere in
this joint proxy statement/prospectus and in other public filings each of Avid and Pinnacle makes with the Securities and Exchange Commission,
which are available without charge at www.sec.gov or as more fully described in the section titled "Where You Can Find Additional
Information" beginning on page 169.

Merger Consideration

        If the merger is consummated, each outstanding share of Pinnacle common stock will be converted into the right to receive 0.0869 of a
share of Avid common stock plus $1.00 in cash. Based on the closing price of Avid common stock and the number of shares of Pinnacle
common stock outstanding on March 18, 2005, and assuming that no options to purchase shares of Pinnacle common are exercised prior to the
effective time of the merger:

�
Avid would issue a total of approximately 6.2 million shares of Avid common stock as a result of the merger, including
shares of Avid common stock that would be issued to former Pinnacle option holders; and

�
Avid would pay a total of approximately $71.3 million in cash as a result of the merger, including cash that would be paid to
former Pinnacle option holders.

        The 0.0869 of a share of Avid common stock plus $1.00 that Pinnacle shareholders will receive for each share of Pinnacle common stock
are fixed numbers. Regardless of fluctuations in the market prices of Avid or Pinnacle common stock, this number will not change between now
and the effective date of the merger, but the value of the shares of Avid common stock to be received by Pinnacle shareholders will fluctuate
with the market price of Avid common stock.

        Avid will not issue fractional shares of Avid common stock in connection with the merger. Instead, Avid will pay cash, without interest, for
any fractional shares.
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Treatment of Pinnacle Stock Options and ESPP

        Immediately prior to the effective time of the merger, each unvested outstanding option to purchase Pinnacle common stock will be
accelerated in full, and each option holder will have the right to exercise his or her option in exchange for Pinnacle common stock. Shares of
Pinnacle common stock issued in connection with any such exercise will be converted into the right to receive the merger consideration as
described above. Each option to purchase shares of Pinnacle common stock not exercised at or prior to the effective time with an exercise price
per share that is less than the value a holder of Pinnacle common stock would receive in exchange for one share of Pinnacle common stock will
be cancelled and converted into the right to receive cash plus shares of Avid common stock. The value of the cash plus shares of Avid common
stock received by the holder of an option to purchase shares of Pinnacle common stock will equal the number of shares of Pinnacle common
stock subject to such option multiplied by the difference between the value a holder of Pinnacle common stock would receive in exchange for
one share of Pinnacle common stock and the exercise price of such option. Each option to purchase shares of Pinnacle common stock not
exercised at or prior to the effective time with an exercise price per share that is equal to or greater than the value a holder of Pinnacle common
stock would receive in exchange for one share of Pinnacle common stock will be cancelled without payment of any consideration. For the
purposes of calculating the shares of common stock and cash to be received by holders of options to purchase shares of Pinnacle common stock,
the value of a share of Avid common stock will be based on the last reported sales price of Avid common stock on the Nasdaq National Market
on the effective date.

        Pinnacle's 2004 Employee Stock Purchase Plan will be terminated in accordance with its terms as of or prior to the effective time of the
merger.

No Fractional Shares

        Avid will not issue any fractional shares of Avid common stock in the merger. Instead, each holder of shares of Pinnacle common stock
converted in connection with the merger who would otherwise be entitled to receive a fraction of a share of Avid common stock will receive
cash, without interest, in an amount equal to the product of the fractional share multiplied by the last reported sales price of Avid common stock
on The Nasdaq National Market on the effective date. As of the effective date of the merger, in addition to the cash issuable upon conversion of
Pinnacle outstanding common stock and in connection with the canceling of options to purchase shares of Pinnacle common stock, Avid shall
deposit with the exchange agent cash in an amount sufficient to cover any payment in lieu of fractional shares or any dividends or distributions.

Exchange of Pinnacle Stock Certificates for Avid Stock Certificates and Cash

        As soon as reasonably practicable after the effective time of the merger, Avid's exchange agent will mail to each record holder of Pinnacle
common stock a letter of transmittal and instructions for surrendering his, her or its certificates. Only those holders who properly surrender their
certificates in accordance with the instructions will receive the cash and certificates representing shares of Avid common stock, cash in lieu of
any fractional shares of Avid common stock and any dividends or distributions to which they are entitled. The surrendered certificates
representing shares of Pinnacle common stock will be canceled.

        Pinnacle shareholders should not send in their certificates until they receive a letter of transmittal from the exchange agent.
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Unexchanged Pinnacle Stock Certificates

        After the effective time of the merger, under the merger agreement, each certificate representing shares of Pinnacle common stock that has
not been surrendered will only represent the right to receive:

�
shares of Avid common stock issuable upon exchange of shares of Pinnacle common stock;

�
cash payable upon exchange of shares of Pinnacle common stock, including cash in lieu of any fractional shares of Avid
common stock; and

�
any dividends or distributions on shares of Avid common stock after the effective time of the merger.

        Following the effective time of the merger, Pinnacle will not register any transfers of shares of Pinnacle common stock on its stock transfer
books.

        No dividends or other distributions declared or made on or after the effective time of the merger with respect to shares of Avid common
stock will be paid to the holder of any unsurrendered Pinnacle certificate with respect to the shares of Avid common stock that the holder is
entitled to receive. Upon surrender of the certificate, Avid will pay to the record holder of the certificate, without interest, any dividends or
distributions with respect to the shares of Avid common stock that have a record date on or after the effective time of the merger and have
become payable between the effective time of the merger and the time of surrender.

Transfers of Ownership and Lost Certificates

        If any certificate representing shares of Pinnacle common stock is lost, stolen or destroyed, a Pinnacle shareholder must provide an
appropriate affidavit of that fact to Avid. Avid may also require the Pinnacle shareholder to deliver a bond as indemnity against any claim that
may be made against Avid or Pinnacle with respect to any certificates alleged to have been lost, stolen or destroyed. Only upon receipt of the
affidavit and bond, if requested, will Avid's exchange agent issue the shares of Avid common stock; any cash payable upon exchange of the
shares of Pinnacle common stock, including the cash payable for fractional shares of Avid common stock; and any dividends or distributions that
have become payable between the effective time of the merger and the time of surrender.

Representations and Warranties

        The merger agreement contains representations and warranties of each of Avid and Pinnacle relating to:

�
their organization, existence, good standing, corporate power and similar corporate matters;

�
their capitalization;

�
the authorization, execution, delivery, performance and enforceability of the merger agreement and related matters;

�
the absence of conflicts, violations and defaults under their corporate charters and bylaws and other agreements and
documents;

�
the identification of required governmental filings and consents and third-party consents;

�

Edgar Filing: AVID TECHNOLOGY INC - Form S-4/A

126



the accuracy of filings with the Securities and Exchange Commission;

�
the absence of changes in their respective businesses from the date of the most recent balance sheet; and

�
receipt of an opinion from financial advisors.
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        Pinnacle also provided representations and warranties to Avid relating to:

�
the absence of undisclosed liabilities;

�
the accuracy of tax returns, the absence of unpaid taxes and tax matters relating to the merger;

�
real property leases;

�
intellectual property;

�
material contracts;

�
litigation and product liability;

�
environmental matters;

�
employee benefit plans;

�
compliance with laws;

�
permits;

�
labor matters;

�
insurance;

�
inventory;

�
assets;

�
warranty claims;

�
customers and suppliers;

�
the absence at the time of the signing of the merger agreement of discussions with third parties regarding an acquisition
proposal;

�
an amendment to the Pinnacle rights plan ensuring that the merger and associated actions do not result in the ability of any
person to exercise any rights thereunder;

�
privacy policies; and

�
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broker's fees.

        The assertions embodied in the above representations and warranties are qualified by information in a confidential disclosure schedule that
Pinnacle provided to Avid in connection with the signing of the merger agreement. While Pinnacle does not believe that the confidential
disclosure schedule contains material information that Pinnacle is required to disclose publicly other than information that has already been so
disclosed by Pinnacle, the disclosure schedule does contain information that modifies, qualifies and creates exceptions to the representations and
warranties set forth in the merger agreement, including certain nonpublic information. Accordingly, you should not rely on the representations
and warranties as characterizations of the actual state of facts, since they are modified in part by the underlying disclosure schedule. Moreover,
information concerning the subject matter of the representations and warranties may have changed since the date of the merger agreement and
the representations and warranties will not reflect any such subsequent changes in facts.

        Avid also provided representations to Pinnacle relating to:

�
tax matters relating to the merger; and

�
the operations of Highest Mountain Corporation, the wholly-owned subsidiary of Avid being merged into Pinnacle.
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        The representations and warranties of the parties to the merger agreement will not survive the consummation of the merger.

Conduct of Pinnacle's Business Pending the Merger

        Except as contemplated by the merger agreement or consented to in writing by Avid, Pinnacle has agreed that it will carry on its business in
the ordinary course and use commercially reasonable efforts, consistent with past practices, to maintain its business organization, keep available
the services of its present officers and employees, and preserve its advantageous relationships with customers, strategic partners, suppliers,
distributors and others having business dealings with it to the end that its goodwill and ongoing business shall be materially unimpaired at the
effective time. Pinnacle has agreed that, with specified exceptions, neither it nor any of its subsidiaries will, without the prior written consent of
Avid:

�
declare, set aside or pay any dividends on, or make any other distributions in respect of, its shares of capital stock, or split,
combine or reclassify any of its capital stock, or purchase, redeem or otherwise acquire any shares of its capital stock or any
other of its securities or any rights, warrants or options to acquire shares of its capital stock or any other of its securities;

�
issue, deliver, sell, grant, pledge or otherwise dispose of or encumber any shares of its capital stock, any other voting
securities or any securities convertible into or exchangeable for, or any rights, warrants or options to acquire, any such
shares, voting securities or convertible or exchangeable securities other than as provided in the merger agreement;

�
amend its articles of incorporation or bylaws;

�
acquire any business or any business organization or division, or any material assets (other than inventory, licenses of
technology and other items in the ordinary course of business);

�
sell, lease, license or dispose of any property or assets, except in the ordinary course of business;

�
whether or not in the ordinary course of business, sell, dispose of or otherwise transfer any assets material to Pinnacle;

�
adopt or implement any shareholder rights plan or amend Pinnacle's existing shareholder rights plan other than as provided
in the merger agreement;

�
enter into an agreement with respect to any merger, consolidation, liquidation or business combination, or any acquisition or
disposition of all or substantially all of the assets or securities of Pinnacle or any of its subsidiaries;

�
incur any indebtedness for borrowed money;

�
issue, sell, amend or guarantee any debt securities;

�
make any loans or advances, except routine employee advances in the ordinary course of business, or capital contributions
to, or investment in, any other person;

�
enter into hedging agreements or other related financial agreements, except in the ordinary course of business;

�
make or commit to any capital expenditure, except for $500,000 per month in the ordinary course of business;

�
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make any changes in financial accounting methods or practices, unless required by generally accepted accounting principles;

�
pay, discharge, settle or satisfy any claims, liabilities or obligations, other than the payment, discharge or satisfaction in the
ordinary course of business;
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�
waive any material benefits, release or assign any rights under, or fail to enforce any confidentiality, standstill or similar
agreements to which Pinnacle is a party;

�
except in the ordinary course of business, modify, amend or terminate any material contract or agreement, or waive, release
or assign any material rights or claims;

�
enter into any material contract or agreement, except in the ordinary course of business;

�
license any material intellectual property rights to or from any third party, except in the ordinary course of business;

�
take any action with respect to, adopt, enter into, terminate or amend any employment, severance, retirement, retention,
incentive or similar agreement, arrangement or benefit plan for the benefit or welfare of any current or former director,
officer, employee or consultant, except as provided in the merger agreement;

�
increase in any respect the compensation or fringe benefits of, or pay any bonus to, any director, officer, employee or
consultant, except as provided in the merger agreement;

�
amend or accelerate the payment, right to payment or vesting of any compensation or benefits, including any outstanding
options or restricted stock awards, except as provided in the merger agreement;

�
pay any material benefit not provided for as of the date of the merger agreement under any benefit plan, except as provided
in the merger agreement;

�
grant any awards under any bonus, incentive, performance or other compensation plan or arrangement or benefit plan, or
remove any existing restrictions in any benefit plans or agreements, or awards made thereunder, except as provided in the
merger agreement;

�
take any action, other than in the ordinary course of business, to fund or in any other way secure the payment of
compensation or benefits under any employee plan, agreement, contract, arrangement or benefit plan;

�
make or rescind any tax election, settle or compromise any tax liability, or make any amendment to any tax return;

�
commence any offering of shares of Pinnacle common stock pursuant to Pinnacle's 2004 Employee Stock Purchase Plan;

�
initiate, compromise or settle any material litigation or arbitration proceeding;

�
open or close any facility or office;

�
fail to maintain insurance at levels substantially comparable to levels existing as of the date of the merger agreement;

�
fail to pay accounts payable and other obligations incurred in the ordinary course of business; or

�
authorize, commit or agree to take any action that would materially impair or prevent the satisfaction of the conditions to the
merger agreement, other than as specifically provided in the merger agreement.
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Alternative Transactions

        Pinnacle has agreed that until the effective time of the merger or the termination of the merger agreement, whichever occurs first, it will
not, and will not authorize or permit any of its directors, officers, employees, affiliates or their representatives to, directly or indirectly:

�
solicit, initiate, knowingly or intentionally encourage, or take any other action to facilitate any inquiries, proposals or offers
that constitute, or could reasonably be expected to lead to, any acquisition proposal;

�
engage in any discussions or negotiations regarding, furnish to any person any information with respect to, or assist or
participate in any effort or attempt by any person with respect to any acquisition proposal;

�
subject to applicable law and the satisfaction of certain conditions, withdraw or modify, or propose to withdraw or modify,
the approval of the merger by Pinnacle's board of directors or the recommendation by Pinnacle's board of directors that
Pinnacle shareholders approve the principal terms of the merger;

�
cause or permit Pinnacle to enter into any agreement, letter of intent, merger agreement or similar agreement constituting or
relating to any acquisition proposal, except as specifically provided in the merger agreement; or

�
adopt, approve or recommend, or propose to adopt, approve or recommend, any acquisition proposal.

        Pinnacle further agreed to cease all discussions, negotiations and other activities prohibited by the foregoing that existed on the date the
merger agreement was signed and to notify Avid within 24 hours of the receipt of any acquisition proposal or request for nonpublic information
in connection with any acquisition proposal. Pinnacle also agreed to keep Avid informed of any material change in the terms of an acquisition
proposal, to provide copies of all written material provided to Pinnacle in connection with any acquisition proposal and consider in good faith
the terms of any counterproposal made by Avid.

        An "acquisition proposal" is any inquiry, proposal or offer for a merger, consolidation, dissolution, tender offer, recapitalization, share
exchange or other business combination involving Pinnacle; any proposal for the issuance by Pinnacle of over 20% of its equity securities, other
than as set forth in the merger agreement; or any proposal or offer to acquire in any manner, directly or indirectly, over 20% of the equity
securities or assets that constitute or account for over 20% of the consolidated net revenues, net income or assets of Pinnacle, in each case other
than the merger described in this joint proxy statement/prospectus.

        Notwithstanding the foregoing, Pinnacle may, prior to Pinnacle shareholder approval of the merger, furnish information with respect to
Pinnacle to any person making an acquisition proposal and engage in discussions or negotiations with such person, provided that:

�
such proposal did not result from a breach by Pinnacle of, or actions of its representatives inconsistent with, the foregoing
provisions; and

�
Pinnacle's board of directors determines in good faith after consultation with outside legal counsel, in response to an
acquisition proposal made or received after the date of the merger agreement, that such action was necessary for Pinnacle's
board of directors to comply with its fiduciary duties to Pinnacle shareholders, and determines in good faith, after
consultation with outside legal counsel and a nationally recognized independent financial advisor, that the acquisition
proposal is reasonably likely to lead to a superior proposal.
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        A "superior proposal" is any written proposal made by a third party, other than one made in response to any solicitation by Pinnacle or its
representatives that is in violation of or inconsistent with the terms of the merger agreement, to acquire substantially all the equity securities or
assets of Pinnacle pursuant to a tender or exchange offer, a merger, a consolidation or a sale of Pinnacle's assets:

�
on terms which Pinnacle's board of directors determines in its good faith judgment to be more favorable from a financial
point of view to Pinnacle shareholders than the merger described in this joint proxy statement/prospectus, following
consultation with a nationally recognized independent financial advisor, taking into account all the terms and conditions of
such proposal and the merger described in this joint proxy statement/prospectus, including any proposal by Avid to amend
the terms of the merger agreement; and

�
that, in the good faith judgment of Pinnacle's board of directors, is reasonably capable of being completed on the terms
proposed, taking into account all financial, regulatory, legal and other aspects of such proposal.

Shareholder and Stockholder Meetings

        Each of Avid and Pinnacle has agreed to hold a meeting of its stockholders or shareholders, respectively, as promptly as practicable after
the registration statement of which this joint proxy statement/prospectus forms a part is declared effective, and in any event within 45 days after
effectiveness.

        Except as set forth below, Pinnacle's board of directors is obligated to recommend to Pinnacle shareholders approval of the terms of the
merger. Pinnacle's board or directors may, in response to a superior proposal, withdraw or modify its recommendation to approve the terms of
the merger if Pinnacle's board of directors determines in good faith, after consultation with outside counsel, that its fiduciary obligations require
it to do so, but only at a time that is prior to Pinnacle's shareholder meeting and is after the third business day following Avid's receipt of notice
advising Avid that Pinnacle's board of directors desires to withdraw or modify the recommendation due to the existence of a superior proposal.
The withdrawal or modification of the recommendation of Pinnacle's board of directors to approve the terms of the merger will not affect
Pinnacle's obligation to hold the special meeting of Pinnacle shareholders unless the merger agreement is terminated.

        Subject to the determination by Avid's board of directors after consultation with its outside legal counsel that it is required to withdraw or
modify its recommendation to comply with its fiduciary duties, Avid's board of directors is obligated to recommend approval of the amendment
to its certificate of incorporation to increase the number of authorized shares of common stock from 50,000,000 to 100,000,000.

Indemnification; Directors' and Officers' Insurance

        Avid has agreed that, for a period of six years following the effective time of the merger, it will cause Pinnacle to honor all of Pinnacle's
obligations to indemnify the present and former directors and officers of Pinnacle against losses arising out of or pertaining to matters existing or
occurring at or prior to the effective time of the merger. Avid has also agreed to cause Pinnacle, for six years after the merger, to maintain in
effect, with specified exceptions, a directors' and officers' liability insurance policy covering those persons who were covered by the directors'
and officers' liability insurance policy of Pinnacle on March 20, 2005, with coverage in amount and scope at least as favorable to such persons as
the current coverage provided by Pinnacle, provided that Avid will not be required to expend in excess of 150% of the annual premium currently
paid by Pinnacle for such coverage.
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Regulatory Approvals

        Avid and Pinnacle have also agreed to use their respective commercially reasonable efforts to take all actions to complete the merger,
including:

�
obtaining any necessary governmental consents, licenses, permits, waivers, approvals, authorizations or orders;

�
making all necessary filings under any applicable domestic or foreign law, including the federal or state securities laws; and

�
obtaining any governmental clearances or approvals required under federal, state or foreign antitrust laws, except with
respect to jurisdictions in which neither Avid nor Pinnacle derives significant sales.

Closing Conditions

        The obligations of both Avid and Pinnacle to effect the merger are subject to the satisfaction or waiver of the following conditions:

�
the Avid stockholders must have approved the amendment to Avid's certificate of incorporation to increase the number of
authorized shares of common stock from 50,000,000 to 100,000,000;

�
the Pinnacle shareholders must have approved the principal terms of the merger;

�
the waiting period applicable to the consummation of the merger under the Hart-Scott-Rodino Act shall have expired or been
terminated, and all other necessary approvals under applicable antitrust laws shall have been obtained, except with respect to
jurisdictions in which neither Avid nor Pinnacle derives significant sales;

�
Avid and Pinnacle must have made all filings and obtained all authorizations, consents, orders and approvals required to be
obtained from or filed with any governmental entity;

�
the registration statement of which this joint proxy statement/prospectus forms a part must have become effective and not be
the subject of a stop order, and no proceedings for that purpose can have been threatened or initiated by the Securities and
Exchange Commission;

�
no court or government agency shall have enacted, issued, promulgated, enforced or entered into any order, stay, decree,
judgment, injunction, statute, rule or regulation that is in effect and that has the effect of making the merger illegal or
otherwise prohibiting the merger; and

�
there shall not be instituted or pending any action or proceeding by any governmental entity seeking to restrain, prohibit or
otherwise interfere with the ownership or operation by Avid of all or any portion of the business of Pinnacle or Avid or
compelling Avid to dispose of or hold separate all or any portion of the business or assets of Pinnacle or Avid; seeking to
impose or confirm limitations on the ability of Avid effectively to exercise full rights of ownership of the shares of Pinnacle,
including the right to vote any such shares on any matters properly presented to shareholders; or seeking to require
divestiture by Avid of any such shares.

        In addition, the obligations of Avid to effect the merger are subject to the satisfaction or waiver of the following conditions:

�
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the representations and warranties of Pinnacle in the merger agreement must be true and correct as of the date of the merger
agreement and, unless they speak as of an earlier date, as of the effective time of the merger, except, other than specified
representations, where the failure to be true and correct has not had and would not, individually or in the aggregate,
reasonably be likely to result in a material adverse effect on Pinnacle;
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�
Pinnacle must have performed, in all material respects, its obligations required to be performed on or prior to the closing
date by it under the merger agreement; and

�
if the control test under Section 368(a) of the Internal Revenue Code is satisfied, as described more fully beginning on
page 85, Avid must have received an opinion from Wilmer Cutler Pickering Hale and Dorr LLP to the effect that the merger
will be treated for federal income tax purposes as a reorganization within the meaning of Section 368(a) of the Internal
Revenue Code, provided that if Wilmer Cutler Pickering Hale and Dorr LLP does not render such an opinion, then the
condition will be deemed satisfied if DLA Piper Rudnick Gray Cary LLP renders the opinion.

        A material adverse effect on Pinnacle is any material adverse change, event, circumstance, development or effect on:

�
Pinnacle's assets, business, liabilities, capitalization, condition or results of operations taken as a whole;

�
Pinnacle's ability to consummate the merger; or

�
the ability of Avid to operate Pinnacle's business after the effective date.

        However, the following items are not taken into account in determining whether there has been a material adverse effect on Pinnacle:

�
any decrease in the market price or trading volume of Pinnacle common stock;

�
any failure by Pinnacle to meet internal projections or forecasts or published revenue or earnings predictions for any period
ending on or after March 20, 2005;

�
any cancellation or deferral of customer orders; reductions in sales; disruption in supplier, distributor, partner or similar
relationships; or loss of broadcast employees, in each case to the extent attributable to the merger; or

�
any adverse change, event, circumstance, development or effect that results from changes attributable to conditions affecting
the industries in which Pinnacle participates or the economy as a whole in the United States or the other countries in which
Pinnacle conducts its principal operations or derives significant sales.

        In addition, the obligations of Pinnacle to effect the merger are subject to the satisfaction or waiver of the following conditions:

�
the representations and warranties of Avid in the merger agreement must be true and correct as of the date of the merger
agreement and, unless they speak as of an earlier date, as of the effective time of the merger, except, other than specified
representations, where the failure to be true and correct have not and would not, individually or in the aggregate, reasonably
be likely to result in a material adverse effect on Avid;

�
Avid must have performed, in all material respects, its obligations required to be performed on or prior to the closing date by
it under the merger agreement;

�
if required by the rules of The Nasdaq National Market, the filing by Avid of the Notification Form for Listing of Additional
Shares with respect to the shares of Avid common stock that will be issued to Pinnacle shareholders in the merger; and

�
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if the control test under Section 368(a) of the Internal Revenue Code is satisfied, as described more fully beginning on
page 85, Pinnacle must have received an opinion from DLA Piper Rudnick Gray Cary LLP to the effect that the merger will
be treated for federal income tax purposes as a reorganization within the meaning of Section 368(a) of the Internal Revenue
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Code, provided that if DLA Piper Rudnick Gray Cary LLP does not render such an opinion, then the condition will be
deemed satisfied if Wilmer Cutler Pickering Hale and Dorr LLP renders the opinion.

        A material adverse effect on Avid is any material adverse change, event, circumstance, development or effect on:

�
Avid's assets, business, liabilities, capitalization, condition or results of operations taken as a whole; or

�
Pinnacle's ability to consummate the merger.

        However, the following items are not taken into account in determining whether there has been a material adverse effect on Avid:

�
any decrease in the market price or trading volume of Avid common stock;

�
any failure by Avid to meet internal projections or forecasts or published revenue or earnings predictions for any period
ending on or after March 20, 2005;

�
any cancellation or deferral of customer orders; reductions in sales; disruption in supplier, distributor, partner or similar
relationships or loss of broadcast employees, in each case to the extent attributable to the merger; or

�
any adverse change, event, circumstance, development or effect that results from changes attributable to conditions affecting
the industries in which Avid participates or the economy as a whole in the United States or the other countries in which Avid
conducts its principal operations or derives significant sales.

Voting Agreements

        As an inducement to Avid to enter into the merger agreement, on March 20, 2005, Patti S. Hart, Ajay Chopra, Mary Dotz, Scott E. Martin,
L. Gregory Ballard, Robert J. Finocchio, Jr., L. William Krause, John C. Lewis and Harry Motro, each of whom is a director or executive officer
of Pinnacle, entered into a voting agreement with Avid and Pinnacle. Pursuant to this agreement, these Pinnacle directors and executive officers
agreed to vote their shares of Pinnacle common stock in favor of the approval of the principal terms of the merger and against any other
acquisition proposal. As of June 7, 2005, these shareholders beneficially owned an aggregate of approximately 231,134 outstanding shares of
Pinnacle common stock. These shares represented less than 1% of the outstanding shares of Pinnacle common stock on June 7, 2005, the record
date for the special meeting of Pinnacle shareholders. Each person also irrevocably appointed Avid as his or her proxy to vote his or her shares
accordingly. The voting agreement is included in Annex C to this joint proxy statement/prospectus.

        As an inducement to Pinnacle to enter into the merger agreement, on March 20, 2005, Patricia A. Baker, Joseph Bentivegna, Ethan E.
Jacks, David A. Krall, David M. Lebolt, Paul J. Milbury, Michael J. Rockwell, Charles L. Smith and William J. Warner, each of whom is a
director or executive officer of Avid, entered into a voting agreement with Avid and Pinnacle. Pursuant to this agreement, these Avid directors
and executive officers agreed to vote their shares of Avid common stock in favor of the amendment to Avid's certificate of incorporation to
increase the number of authorized shares from 50,000,000 to 100,000,000. As of June 7, 2005, these stockholders beneficially owned an
aggregate of approximately 223,815 outstanding shares of Avid common stock. These shares represented less than 1% of the outstanding shares
of Avid common stock on June 7, 2005, the record date for the annual meeting of Avid stockholders. Each person also irrevocably appointed
Pinnacle as his or her proxy to vote his or her shares accordingly. The voting agreement is included in Annex C to this joint proxy
statement/prospectus.
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Termination; Expenses and Termination Fees

Termination

        The merger agreement may be terminated and the merger abandoned at any time prior to the effective time of the merger by mutual written
consent of Avid and Pinnacle. In addition, either Avid or Pinnacle may terminate the merger agreement upon written notice at any time prior to
the effective time of the merger under the following circumstances:

�
if the merger is not completed by August 20, 2005, which date may be extended by either party until November 20, 2005 if
approvals under applicable antitrust laws have not been obtained on or prior to August 20, 2005, provided that the right of a
party to terminate the merger agreement for this reason is not available to any party whose failure to fulfill any obligation
under the merger agreement has been the principal cause of, or resulted in the failure of, the merger to occur on or before
that date;

�
if any governmental order, decree, ruling or action permanently restraining, enjoining or otherwise prohibiting the merger
shall become final and non-appealable;

�
if the meeting of Pinnacle shareholders has been held and completed, and the requisite vote of Pinnacle shareholders to
approve the principal terms of the merger was not obtained; or

�
if the meeting of Avid stockholders has been held and completed, and the requisite vote of Avid stockholders in favor of the
amendment to Avid's certificate of incorporation to increase the number of authorized shares from 50,000,000 to
100,000,000 was not obtained.

        In addition, Avid can terminate the merger agreement upon written notice if:

�
Pinnacle's board of directors fails to recommend, or withdraws or modifies its recommendation, that Pinnacle shareholders
approve the principal terms of the merger or fails, upon receipt of an acquisition proposal or amendment to an acquisition
proposal, to reconfirm its recommendation within ten business days after Avid requests it to do so;

�
Pinnacle's board of directors approves or recommends an acquisition proposal other than the merger, or recommends a
tender offer or, within ten business days after a tender offer, fails to recommend against a tender offer;

�
Pinnacle materially breaches its obligations under the merger agreement not to solicit other acquisition proposals;

�
Pinnacle materially breaches any of its covenants to file and obtain the effectiveness of this joint proxy statement/prospectus
or to hold its shareholder meeting;

�
Pinnacle fails to hold the meeting of its shareholders and submit for approval the principal terms of the merger by August 19,
2005 or, if either party has elected to extend the date as a result of approvals under applicable antitrust laws not having been
obtained on or prior to August 20, 2005, by November 18, 2005; or

�
Pinnacle breaches any representation or warranty or fails to perform any covenant or agreement that would cause the
conditions to the obligation of Avid to effect the transaction not to be satisfied, and that breach is not cured within 20 days of
receiving written notice of the breach.

        In addition, Pinnacle can terminate the merger agreement upon written notice if:
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�
the Avid board of directors fails to recommend, or withdraws or modifies its recommendation, that the Avid stockholders
approve the amendment to Avid's certificate of incorporation to increase the number of authorized shares from 50,000,000 to
100,000,000;
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�
Avid materially breaches any of its covenants to file and obtain the effectiveness of this joint proxy statement/prospectus or
to hold its stockholder meeting;

�
Avid fails to hold the meeting of its stockholders and submit for approval the amendment to Avid's certificate of
incorporation to increase the number of authorized shares from 50,000,000 to 100,000,000 by August 19, 2005 or, if either
party has elected to extend the date as a result of approvals under applicable antitrust laws not having been obtained on or
prior to August 20, 2005, by November 18, 2005;

�
Pinnacle provides written notice to Avid of its bona fide intention to enter in a written agreement for a superior proposal,
provided that two business days have elapsed following Avid's receipt of such notification which includes the material terms
of such superior proposal and a copy of the written agreement providing for such superior proposal, Pinnacle shall have
reasonably cooperated with Avid with the intent of enabling Avid to make an offer at least as favorable to Pinnacle
shareholders as the superior offer, Avid has not within such two-day period made an offer that is at least as favorable to
Pinnacle shareholders, at the end of such two-day period Pinnacle's board of directors reasonably believes that alternative
acquisition proposal continues to be a superior proposal, and Pinnacle, concurrently with such termination, pays the
termination fee set forth below; or

�
Avid breaches any representation, warranty or fails to perform any covenant or agreement that would cause the conditions to
the obligation of Avid to effect the transaction not to be satisfied, and that breach is not cured within 20 days of receiving
written notice of the breach.

        If either Avid or Pinnacle terminates the merger agreement because of any of the reasons above, all obligations of the parties under the
merger agreement will terminate, except specified provisions, including those relating to the obligation to pay fees and expenses described
below. However, no termination shall relieve Avid or Pinnacle from liability or damages resulting from any breach by that party of the merger
agreement.

Costs and Expenses

        Generally, Avid and Pinnacle will bear their own expenses incurred in connection with the merger. However, Avid and Pinnacle will share
equally the filing fee of Avid's pre-merger notification report under the Hart-Scott-Rodino Act, fees and expenses incurred in connection with
seeking approvals under all other applicable antitrust laws, and the fees and expenses incurred in connection with preparing, filing and mailing
this joint proxy statement/prospectus, other than accountants' and attorneys' fees.

Termination Fees

        Pinnacle must pay Avid a termination fee of $15,000,000 upon termination of the merger agreement:

�
by Avid because Pinnacle's board of directors fails to recommend, or withdraws or modifies its recommendation, that the
Pinnacle shareholders approve the principal terms of the merger or, upon receipt of an acquisition proposal or amendment to
an acquisition proposal, fails to reconfirm its recommendation within ten business days after Avid requests it to do so;

�
by Avid because Pinnacle's board of directors approves or recommends an acquisition proposal other than the merger, or
recommends a tender offer or, within ten business days after a tender offer, fails to recommend against that tender offer;

�
by Avid because Pinnacle materially breaches its obligations under the merger agreement not to solicit other acquisition
proposals;
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�
by Avid because Pinnacle materially breaches any of its covenants to file and obtain the effectiveness of this joint proxy
statement/prospectus or to hold its shareholder meeting;

�
by Avid because Pinnacle fails to hold the meeting of its shareholders and submit for approval the principal terms of the
merger by August 19, 2005 or, if either party has elected to extend the date as a result of approvals under applicable antitrust
laws not having been obtained on or prior to August 20, 2005, by November 18, 2005;

�
by Pinnacle after Pinnacle has provided written notice to Avid of its bona fide intention to enter in a written agreement for a
superior proposal and the other conditions to Pinnacle terminating the merger agreement in connection with a superior
proposal have been satisfied; or

�
by Avid or Pinnacle because the meeting of Pinnacle shareholders has been held and the requisite vote of the Pinnacle
shareholders to approve the principal terms of the merger was not obtained, but only if a third party has publicly announced
before the termination of the merger agreement an acquisition proposal, which has not been withdrawn or abandoned, that
would involve a tail transaction, and within one year after such termination, a tail transaction is consummated or an
agreement with respect to a tail transaction is entered into.

        A "tail transaction" is a merger or combination of Pinnacle, the issuance by Pinnacle of over 20% of its equity securities, or the acquisition,
directly or indirectly, of more than 20% of the equity securities of Pinnacle or assets that constitute or account for over 20% of the consolidated
net revenues, net income or assets of Pinnacle.

        Avid must pay Pinnacle a termination fee of $15,000,000 upon termination of the merger agreement:

�
by Pinnacle because the Avid board of directors fails to recommend, or withdraws or modifies its recommendation, that the
Avid stockholders approve the amendment to Avid's certificate of incorporation to increase the number of authorized shares
from 50,000,000 to 100,000,000;

�
by Pinnacle because Avid materially breaches any of its covenants to file and obtain the effectiveness of this joint proxy
statement/prospectus or to hold its stockholder meeting; or

�
by Pinnacle because Avid fails to hold the meeting of its stockholders and submit for approval the amendment to Avid's
certificate of incorporation to increase the number of authorized shares from 50,000,000 to 100,000,000 by August 19, 2005
or, if either party has elected to extend the date as a result of approvals under applicable antitrust laws not having been
obtained on or prior to August 20, 2005, by November 18, 2005.

Amendment

        Generally, the board of directors of each of Avid and Pinnacle may agree to amend the merger agreement at any time before or after the
approval of the matters presented in connection with the merger by Avid stockholders or Pinnacle shareholders, provided that after such
approvals are obtained, the merger agreement may not be amended in a way which by law requires further approval by Avid stockholders or
Pinnacle shareholders unless such further approval is obtained. Amendments must be in writing and signed by all parties.
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UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL INFORMATION

        The following unaudited pro forma condensed combined financial statements have been prepared to give effect to the proposed acquisition
by Avid of Pinnacle. These unaudited pro forma condensed combined financial statements are derived from the historical consolidated financial
statements of Avid, which are incorporated by reference into this joint proxy statement/prospectus, and the historical consolidated financial
statements of Pinnacle, which are incorporated by reference in this joint proxy statement/prospectus, including the financial statements that were
set forth in Pinnacle's Current Report on Form 8-K that was filed by Pinnacle on June 7, 2005. These historical financial statements have been
adjusted as described in the notes to the unaudited pro forma condensed combined financial statements. The unaudited pro forma condensed
combined statement of operations for the twelve months ended December 31, 2004 also gives effect to the acquisition by Avid of M-Audio
completed in August 2004 as though Avid had acquired M-Audio on January 1, 2004.

        The unaudited pro forma condensed combined balance sheet has been prepared assuming the acquisition of Pinnacle occurred on March 31,
2005. The unaudited pro forma condensed combined statements of operations have been prepared assuming the acquisitions of Pinnacle and
M-Audio occurred on January 1, 2004. In all cases, the purchase method of accounting has been applied, which requires an allocation of the
purchase price to the assets acquired and liabilities assumed, at fair value.

        The purchase price allocation for the acquisition of Pinnacle reflected in the unaudited condensed combined financial statements is
preliminary and is subject to revision. The final purchase price allocation for the acquisition of Pinnacle will be completed after the transaction
closes, and will be based on formal third-party valuations of identifiable intangible assets, and an in-depth analysis of the value of other assets
acquired and liabilities assumed. The final purchase price allocation for the acquisition of Pinnacle may differ materially from the preliminary
estimate due to the final purchase price and the different valuations and differences in useful lives and amortization methods applied to the
tangible and intangible assets. Therefore, the unaudited pro forma condensed combined financial statements are for informational purposes only
and are not intended to represent or be indicative of the consolidated results of operations or financial position that would have been reported
had the acquisition of Pinnacle been completed as of the dates presented. No effect has been given in these pro forma financial statements for
synergistic benefits that may be realized through the combination of the two companies or costs that may be incurred in integrating their
operations. Additionally, the unaudited pro forma condensed combined financial statements should not be considered representative of future
consolidated results of operations or financial position.
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 Unaudited Pro Forma Condensed Combined Statement of Operations

for the Three Months Ended March 31, 2005

(in thousands, except share data)

Avid
Historical

Pinnacle
Historical

Pro Forma
Adjustments

Avid Pro
Forma

Net revenues $ 166,001 $ 65,237 $ (33)(2) $ 231,205
Cost of revenues 71,248 35,802 (33)

2,505
2,625

  (2)
  (3)
  (4)

112,147

Gross profit 94,753 29,435 (5,130) 119,058
Operating expenses:

Research and development 24,679 7,376 548  (3) 32,603
Marketing and selling 39,647 18,508 (539)(3) 57,616
General and administrative 8,497 6,705 (2,272)(3) 12,930
Restructuring and other costs, net � (175) � (175)
Amortization of intangible assets 1,592 848 1,450

(848
  (4)
)(5)

3,042

Transaction costs � 2,752 � 2,752

Total operating expenses 74,415 36,014 (1,661) 108,768

Operating income (loss) 20,338 (6,579) (3,469) 10,290
Other income, net 837 368 242

(360
  (3)
)(6)

1,087

Income (loss) from continuing operations before income
taxes 21,175 (6,211) (3,587) 11,377
Provision for income taxes 1,429 942 � 2,371

Income (loss) from continuing operations $ 19,746 $ (7,153) $ (3,587) $ 9,006

Income (loss) from continuing operations per common
share�basic $ 0.56 $ (0.10) $ 0.22
Income (loss) from continuing operations per common
share�diluted $ 0.53 $ (0.10) $ 0.21

Weighted average common shares outstanding�basic
34,987 69,942

6,199
(69,942

  (15)
)(15) 41,186

Weighted average common shares outstanding�diluted
37,263 69,942

6,199
(69,942

  (15)
)(15) 43,462

See accompanying Notes to Unaudited Pro Forma Condensed Combined Financial Statements
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 Unaudited Pro Forma Condensed Combined Statement of Operations

for the Twelve Months Ended December 31, 2004

(in thousands, except share data)

Avid
Historical

M-Audio
Historical
through
August
2004(1)

Pinnacle
Historical

Pro Forma
Adjustments

Avid Pro
Forma

Net revenues $ 589,605 $ 41,814 $ 304,323 $ (2,659)(2) $ 933,083
Cost of revenues 255,496 23,541 160,564 (2,033

8,468
10,500

709
729

(281

)(2)
  (3)
  (4)
  (7)
  (8)
)(9)

457,693

Gross profit 334,109 18,273 143,759 (20,751) 475,390
Operating expenses:

Research and development 94,940 3,369 35,625 1,833
104

  (3)
  (11)

135,871

Marketing and selling 135,811 7,804 84,201 (3,184
(921)

435

)(3)
(8)
  (11)

224,146

General and administrative 29,780 10,777 24,400 (7,595
(337)
1,121
(496)
(812)

)(3)
(9)
  (11)
(12)
(13)

56,838

Restructuring and other costs, net � � 6,093 � 6,093
Amortization of intangible assets 3,641 � 3,539 5,800

(3,539
2,346

  (4)
)(5)
  (7)

11,787

Impairment of goodwill � � 7,671 (7,671)(5) �
Impairment of other intangible assets 1,187 � � � 1,187

Total operating expenses 265,359 21,950 161,529 (12,916) 435,922

Operating income (loss) 68,750 (3,677) (17,770) (7,835) 39,468
Other income, net 1,339 224 1,964 (479

(191
(1,080

)(3)
)(8)
)(6)

1,777

Loss on derivative � 31,290 � (31,290)(14) �

Income (loss) from continuing operations
before income taxes 70,089 (34,743) (15,806) 21,705 41,245
Provision for (benefit from) income taxes (1,612) 795 4,810 (669)(10) 3,324

Income (loss) from continuing operations $ 71,701 $ (35,538) $ (20,616) $ 22,374 $ 37,921

Income (loss) from continuing operations
per common share�basic $ 2.21 $ (0.30) $ 0.98
Income (loss) from continuing operations
per common share�diluted $ 2.05 $ (0.30) $ 0.92
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Avid
Historical

M-Audio
Historical
through
August
2004(1)

Pinnacle
Historical

Pro Forma
Adjustments

Avid Pro
Forma

Weighted average common shares
outstanding�basic 32,485 68,840

6,199
(68,840

  (15)
)(15) 38,684

Weighted average common shares
outstanding�diluted 35,003 68,840

6,199
(68,840

  (15)
)(15) 41,202

See accompanying Notes to Unaudited Pro Forma Condensed Combined Financial Statements
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Unaudited Pro Forma Condensed Combined Balance Sheet

March 31, 2005

(in thousands)

Avid
Historical

Pinnacle
Historical

Pro Forma
Adjustments

Avid Pro
Forma

ASSETS
Current assets:

Cash and cash equivalents $ 92,227 $ 99,089 $ (71,330
(10,910

)(1)
)(2)

$ 109,076

Marketable securities 83,965 34,340 � 118,305
Accounts receivable, net 97,182 30,876 (52)(3) 128,006
Inventories 55,150 27,876 (432)(3) 82,594
Prepaid expenses and other current assets 16,438 5,673 � 22,111

Total current assets 344,962 197,854 (82,724) 460,092
Property and equipment, net 29,523 12,945 � 42,468
Intangible assets, net 45,010 6,324 (6,324

100,000
)(4)
  (5)

145,010

Goodwill 166,473 43,440 (43,440
156,223

)(4)
  (5)

322,696

Other long-term assets 8,450 7,433 � 15,883

Total assets $ 594,418 $ 267,996 $ 123,735 $ 986,149

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:

Accounts payable $ 25,877 $ 13,877 $ (52)(3) $ 39,702
Accrued expenses and other current liabilities 61,572 37,250 5,500  (6) 104,322
Deferred revenues 55,742 13,736 (2,500)(7) 66,978

Total current liabilities 143,191 64,863 2,948 211,002
Long-term liabilities 1,569 822 � 2,391

Total liabilities 144,760 65,685 2,948 213,393

Stockholders' equity:
Common stock 351 380,835 (380,835

62
)(8)
  (9)

413

Additional paid-in capital 552,494 � 360,036  (9) 912,530
Accumulated deficit (103,030) (186,892) (432

187,324
(37,000

)(3)
  (8)
)(10)

(140,030)

Deferred compensation (3,547) � � (3,547)
Accumulated other comprehensive income 3,390 8,368 (8,368)(8) 3,390

Total stockholders' equity 449,658 202,311 120,787 772,756

Total liabilities and stockholders' equity $ 594,418 $ 267,996 $ 123,735 $ 986,149

See accompanying Notes to Unaudited Pro Forma Condensed Combined Financial Statements
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Notes to Unaudited Pro Forma Condensed Combined Financial Statements

1.     Basis of Presentation

        On March 20, 2005, Avid signed a definitive agreement to acquire Pinnacle in a cash and stock transaction to be accounted for as a
purchase under the accounting principles generally accepted in the United States. Under the terms of the agreement, Pinnacle common
shareholders will receive 0.0869 of a share of Avid common stock plus $1.00 in cash for each share of Pinnacle common stock outstanding at
the closing of the transaction. Each option to purchase Pinnacle common stock that is "in-the-money" (for which the exercise price is less than
the value of the shares of Avid common stock plus cash consideration that would be received upon exercise of the option) but not exercised at
the effective time of the merger will be automatically converted into the right to receive merger consideration equal in value to the number of
shares of Pinnacle common stock subject to such option multiplied by the difference between the value a holder of Pinnacle common stock
would receive in exchange for one share of Pinnacle common stock and the exercise price of such option. Options to purchase Pinnacle common
stock that are "out-of-the-money" and not exercised prior to the effective time of the merger will be canceled upon the effective time with no
right to receive any merger consideration. The merger is subject to satisfaction of a number of closing conditions, including shareholder and
regulatory approvals, and is expected to close in the third quarter of calendar 2005.

        The accompanying unaudited pro forma condensed combined financial statements present the pro forma results of operations and financial
position of Avid and Pinnacle on a combined basis based on the historical financial information of each company and after giving effect to the
merger. The unaudited pro forma condensed combined balance sheet has been prepared assuming the acquisition occurred on March 31, 2005.
The unaudited pro forma condensed combined statements of operations have been prepared assuming the acquisitions occurred on January 1,
2004. The unaudited pro forma condensed combined statement of operations for the twelve months ended December 31, 2004 also gives effect
to the acquisition by Avid of M-Audio completed in August 2004. Avid's fiscal year end is December 31, while Pinnacle's fiscal year end is
June 30. Therefore, the unaudited pro forma condensed combined statement of operations for the twelve months ended December 31, 2004
includes the results of operations for Avid's fiscal year ended December 31, 2004 and the results of operations for Pinnacle's year ended
December 31, 2004.

        The unaudited pro forma combined financial statements are based on estimates and assumptions, which are preliminary and have been
made solely for purposes of developing such pro forma information. The estimated pro forma adjustments arising from the proposed merger are
derived from the estimated purchase price and estimated fair value of the assets acquired and liabilities assumed. The final determination of the
purchase price allocation will be based on the fair value of the assets acquired, including the fair value of in-process research and development
and other identifiable intangibles, and the fair value of liabilities assumed as of the date the merger is consummated. The excess of purchase
price over the fair value of assets and liabilities acquired is allocated to goodwill. The final determination of purchase price, fair value and
resulting goodwill may differ significantly from that reflected in the unaudited pro forma condensed combined financial statements.
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        A summary of the estimated purchase price allocation is as follows (in thousands):

Estimated consideration:
Value of Avid shares issued $ 360,098
Cash consideration 71,330
Transaction costs 6,260

Total estimated purchase consideration: $ 437,688

Preliminary allocation of the purchase consideration as of March 31, 2005:
Fair value of net tangible assets acquired $ 144,465
Identifiable intangible assets 100,000
In-process research and development 37,000
Goodwill 156,223

$ 437,688

        In accordance with FASB Statement of Financial Accounting Standards No. 141, Business Combinations, Avid has calculated the
stock-related purchase price based upon a price of $58.09 per share of Avid common stock. This per share price represents the average closing
price of Avid common stock from March 17, 2005 through March 23, 2005, which consists of the period beginning two business days prior to
and ending two business days after the merger announcement date of March 21, 2005. Avid calculated the value of shares issued by multiplying
the estimated number of shares of Pinnacle common stock outstanding on the closing date of the merger of 71,330,000, which assumes full
conversion of all applicable outstanding Pinnacle common stock equivalents for which the exercise price is less than the value of the Avid
common stock plus cash to be received, by the exchange ratio in the merger agreement of 0.0869 to determine an estimated 6,199,000 Avid
common stock shares that Avid would issue as consideration. The 6,199,000 shares estimated to be issued multiplied by the estimated price of
$58.09 per share calculates the estimated total stock-related purchase price of $360,098,000. The final number of shares of Avid common stock
to be issued is expected to differ from 6,199,000 because the number of shares of Avid common stock to be issued with respect to outstanding
options to purchase shares of Pinnacle common stock is dependent on the closing price of Avid common stock on the effective date of the
merger, the number of outstanding shares of Pinnacle common stock may increase prior to the effective date as a result of option exercises and
Pinnacle shareholders may elect to exercise dissenters' rights and receive cash in lieu of the cash and stock contemplated by the merger
agreement. Avid calculated the estimated cash consideration by multiplying the estimated 71,330,000 shares of Pinnacle common stock
outstanding by the $1.00 per share consideration in the merger agreement. Avid has also included an estimated $6,260,000 of its transaction
costs as purchase consideration, which include Avid's legal and accounting fees, investment bankers' fees, due diligence fees, filing and printing
fees and fees paid for directors' and officers' liability insurance premiums for the former members of Pinnacle's board of directors as a condition
of the merger with respect to pre-merger matters.

        The amount allocated to identifiable intangible assets represents Avid's preliminary estimate of the identifiable assets acquired from
Pinnacle, which include completed and core technology, customer relationships and contracts, and tradenames and trademarks. Recording the
identifiable intangible assets results in the establishment of a deferred tax liability of approximately $35 million, which is offset by the release in
like amount of Avid's valuation allowance on its deferred tax assets. The amount allocated to in-process research and development represents an
estimate of the fair value of purchased in-process technology for research projects that, as of the expected closing date of the merger, will not
have reached technological feasibility and have no alternative future use. The amount allocated to in-process research and development will be
charged to the statement of operations in the period the merger is consummated.
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        The merger is expected to give rise to the consolidation and elimination of certain personnel and duplicate facilities. The pro forma balance
sheet includes an adjustment to record the estimated liability associated with change-in-control severance agreements between Pinnacle and
certain of its employees in accordance with Emerging Issue Task Force (EITF) No. 95-3, "Recognition of Liabilities in Connection with a
Purchase Business Combination." The pro forma balance sheet does not include any other adjustments related to the consolidation and
elimination of personnel or facilities that may be recorded as Avid does not expect that a final integration plan will be established until just prior
to or immediately after the closing of the merger.

2.     Pro Forma Adjustments

        Pro forma adjustments reflect only those adjustments that are factually supportable and do not include the impact of contingencies that will
not be known until the later of the closing of the merger or the resolution of the contingency. The following are brief descriptions of each of the
pro forma adjustments included in the unaudited pro forma condensed combined financial statements:

Footnotes to Pro Forma Condensed Combined Statement of Operations

        1)    To include the results of operations of M-Audio from January 1, 2004 through August 20, 2004, the date M-Audio was acquired by
Avid. Avid has included the results of operations of M-Audio in Avid's historical consolidated financial statements from August 20, 2004.

        2)    To eliminate the effects of transactions between Avid and Pinnacle.

        3)    Certain Pinnacle amounts have been reclassified to conform to Avid's financial statement presentation.

        4)    To record the amortization expense for the estimated identifiable intangible assets from the acquisition of Pinnacle by Avid. The
preliminary estimated identifiable intangible assets and their related estimated useful lives are as follows:

Intangible Asset
Estimated
Fair Value

Estimated
Useful Life

(in thousands)

Completed and core technology $ 42,000 4 years
Customer relationships and contracts 42,000 10 years
Trademarks and tradenames 16,000 10 years

Total intangible assets $ 100,000

        5)    To reverse amortization of intangible assets and impairment of goodwill resulting from acquisitions previously consummated by
Pinnacle.

        6)    To record the reduction in investment income resulting from the reduced cash balance after payments to effect the acquisition of
Pinnacle.
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        7)    To record the amortization expense for the identifiable intangible assets from the acquisition of M-Audio by Avid. The identified
intangible assets and their related estimated useful lives are as follows:

Intangible Asset
Estimated
Fair Value

Estimated
Useful Life

(in thousands)
Customer relationships $ 28,000 12 years
Trade name 4,700 6 years
Non-competition agreements 1,200 2 years
Technology-based assets 4,500 4 years

$ 38,400

        8)    Certain M-Audio amounts have been reclassified to conform to Avid's financial statement presentation.

        9)    To reverse amortization of intangible assets resulting from acquisitions previously comsummated by M-Audio.

        10)  To adjust the effective tax rate of M-Audio to that of the combined company.

        11)  To record the additional amortization of deferred stock compensation expense for unvested stock options exchanged in the acquisition
of M-Audio by Avid, assuming the acquisition of M-Audio by Avid occurred on January 1, 2004. The deferred compensation is being amortized
over the remaining vesting period of the assumed options. The amortization expense has been recorded in the expense category associated with
the departmental classification of the grantee.

        12)  To eliminate non-recurring charges related to the acquisition of M-Audio by Avid.

        13)  To reverse stock compensation expense relating to stock options issued by M-Audio.

        14)  To reverse the loss associated with a put-arrangement on the preferred shares of M-Audio, since the equity structure of M-Audio has
been replaced by the acquisition of M-Audio by Avid.

        15)  The pro forma weighted average common shares outstanding are calculated as follows:

Weighted average common shares
outstanding�basic

Twelve Months
Ended December 31,

2004
Three Months

Ended March 31, 2005

(in thousands) (in thousands)

Historical Avid weighted common
shares outstanding�basic 32,485 34,987
Shares estimated to be issued for
Pinnacle acquisition 6,199 6,199

Pro forma weighted common shares
outstanding�basic 38,684 41,186

Weighted average common shares
outstanding�diluted

Historical Avid weighted common
shares outstanding�diluted 35,003 37,263
Shares estimated to be issued for
Pinnacle acquisition 6,199 6,199
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Weighted average common shares
outstanding�basic

Twelve Months
Ended December 31,

2004
Three Months

Ended March 31, 2005

Pro forma weighted common shares
outstanding�diluted 41,202 43,462
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        Note that Pinnacle's historical weighted average common shares outstanding as of March 31, 2005 and December 31, 2004 of 69,942,000
and 68,840,000, respectively, will be cancelled upon consummation of the merger.

Footnotes to Pro Forma Condensed Combined Balance Sheet

        1)    To record Avid's cash consideration for the acquisition of Pinnacle.

        2)    To reduce cash for Avid and Pinnacle's estimated transaction costs.

        3)    To eliminate the effects of transactions between Avid and Pinnacle.

        4)    To reverse goodwill and other intangible assets from acquisitions previously consummated by Pinnacle.

        5)    To record the preliminary estimated identifiable intangible assets and goodwill from the acquisition of Pinnacle.

        6)    To record the estimated liability associated with change-in-control severance agreements between Pinnacle and certain of its
employees in accordance with EITF 95-3.

        7)    To adjust deferred revenue to the fair value associated with performance obligations assumed by Avid.

        8)    To reverse Pinnacle historical equity balances.

        9)    To record Avid's equity consideration for the acquisition of Pinnacle.

        10)  To reflect the estimated fair value of in-process research and development. Because this expense is directly attributable to the
acquisition of Pinnacle and will not have a continuing impact, it is not reflected in the pro forma condensed combined statement of operations.
However, this item will be recorded as an expense in the period that the acquisition of Pinnacle is completed.
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INFORMATION CONCERNING AVID

        Avid develops, markets, sells and supports a wide range of software and hardware for digital media production, management and
distribution. Digital media are video, audio or graphic elements in which the image, sound or picture is recorded and stored in digital format, as
opposed to analog, or tape-based, signals. Avid's diverse range of product and service offerings enables customers to "Make, Manage and Move
Media."

        Make Media.    Avid's Video and Film Editing and Effects segment offers digital, non-linear video and film editing systems and 3D and
special-effects software that enable users to manipulate moving pictures and sound in a faster, easier, more creative, and more cost-effective
manner than using traditional analog tape-based systems. Non-linear systems allow editors to access material instantaneously rather than
requiring them to work sequentially. Avid's Audio segment offers digital audio software applications and hardware systems for music, film,
television, video, broadcast, streaming media and web development. These systems are based upon proprietary audio hardware, software and
control surfaces, and allow users to record, edit, mix, process and master audio in an integrated manner.

        Manage Media.    Avid provides complete network, storage and database solutions based on Avid Unity� MediaNetwork technology. This
technology enables users to share and manage media assets simultaneously throughout a project or organization. The ability to manage digital
media assets effectively is a critical component of success for many broadcast and media companies with multiple nonlinear editing
workstations in a range of geographic locations. As a result, professionals can collaborate seamlessly on all production elements and streamline
the process for cost-effectively delivering compelling media experiences and quickly "re-purposing" or finding new uses or markets for media
assets.

        Move Media.    Avid offers products that allow Avid's customers to distribute media over multiple platforms�including air, cable or satellite,
or through the Internet. In addition, Avid provides technology for playback directly to air for broadcast television applications. Many of Avid's
products also support the broadcast of streaming Internet video.

        Avid's products are used worldwide in production and post-production facilities; film studios; network, affiliate, independent and cable
television stations; recording studios; advertising agencies; government and educational institutions; corporate communication departments; and
by game developers and Internet professionals. Projects produced by Avid's customers using Avid's products have been honored with Oscar®,
Emmy® and Grammy® awards, as well as a host of other international awards. In addition, Avid has also received numerous awards for
technical innovations, including Oscars, Emmys and a Grammy. Oscar is a registered trademark and service mark of the Academy of Motion
Picture Arts and Sciences. Emmy is a registered trademark of ATAS/NATAS. Grammy is a registered trademark of The National Academy of
Recording Arts and Sciences, Inc.

        Avid was incorporated under the laws of Delaware in 1987.
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INFORMATION CONCERNING PINNACLE

Business

        Pinnacle is a supplier of digital video products to a variety of customers, ranging from individuals with little or no video experience to
broadcasters with specific and sophisticated requirements. Pinnacle's digital video products allow its customers to capture, edit, store, view and
play video and to burn that programming onto a compact disc or digital versatile disc. The increase in the number of video distribution channels,
including cable television, direct satellite broadcast, video-on-demand, DVDs and the Internet have led to a rapid increase in demand for video
content.

        Pinnacle's products use standard computer and network architecture, along with specialized hardware and software designed to provide
digital video solutions to users around the world. For broadcasters, Pinnacle offers products that provide solutions for live-to-air, play-out,
editing and news markets. For consumers, Pinnacle offers low-cost, easy-to-use home video editing and viewing solutions that allow consumers
to edit their home videos using a personal computer and/or view television programming on their computers. In addition, Pinnacle provides
products that allow consumers to view on their television sets video and other media content stored on their computers.

        Pinnacle was incorporated under the laws of California in 1986.

Security Ownership of Certain Beneficial Owners and Management

        The following table sets forth information regarding the beneficial ownership of Pinnacle common stock as of June 1, 2005 by:

�
each shareholder known by Pinnacle to beneficially own more than five percent of Pinnacle common stock;

�
individuals who served as Pinnacle's chief executive officer during fiscal year ended June 30, 2004, Pinnacle's next four
most highly compensated executive officers for services rendered in all capacities to Pinnacle for the fiscal year ended
June 30, 2004 and two additional individuals who would have been named executive officers but did not serve as one of
Pinnacle's executive officers at the end of the fiscal year ended June 30, 2004;

�
each of Pinnacle's current directors; and

�
all of Pinnacle's current directors and executive officers as a group.

117

Edgar Filing: AVID TECHNOLOGY INC - Form S-4/A

158



        Unless otherwise noted, the Pinnacle shareholders named in the table have sole voting and investment power with respect to all shares of
Pinnacle common stock owned by them, subject to applicable common property laws.

Beneficial Owner

Number of
Shares

Beneficially
Owned

Number of
Shares

Underlying
Options

Total Shares
Beneficially

Owned

Percent of
Shares

Beneficially
Owned(1)

5% Shareholders:
Mac-Per-Wolf Company(2)
310 S. Michigan Ave., Suite 2600
Chicago, Illinois 2600

6,795,458 0 6,795,458 9.5%

FMR Corp.(3)
82 Devonshire Street
Boston, Massachusetts 02109

6,278,729 0 6,278,729
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